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Hydro One Brampton Networks Inc. 2009-2013 Business Plan

STRATEGY

Hydro One Brampton is a premier electricity delivery company in Ontario. Our Mission
is to improve shareholder value by achieving the regulated return while supplying safe
and reliable distribution of electricity to our customers and continuing to accommodate
the rapid growth within our franchise area. Our strategy is to continue to improve our
operations with reliability and employee safety in mind. The current plan continues our
focus on productivity improvements and cost containment by further leveraging current
resources, infrastructure and other technologies such as Outage Management System
(OMS), Automated Meter Reading (AMR) and Smart Metering (SM). We expect in the
future as in the past that as we continue to grow, efficiencies will be realized and our
average cost of servicing customers will remain relatively constant over the planning
period. We will continue to invest capital to accommodate growth and maintain current
high standards of reliability of existing plant.

The 2009 Business Plan incorporates the continued robust growth that Brampton has
experienced in the past several years, but within the municipal cap on development
announced in 2005, which we expect will remain in effect through the planning period.
The draft report card outlining our proposed key performance measures and targets are
attached as Appendix “C”.

The 2009 Business Plan provides for the continued implementation of Smart Metering to
all residential, small commercial and industrial customers by the end of 2010. This will
add $5.7M in 2008 and an additional $16.6M to capital expenditures over the years 2009
to 2010. There will also be additional OM&A costs associated with reading and
processing the data from these meters partially offset by savings from avoided costs. All
costs associated with Smart Metering will be recovered through incremental rates over
the planning period and additions to the rate base in 2010.

We will continue with the implementation of our Outage Management System (OMS) to
reduce the time and cost of identifying the source of outages. In 2009 we will be
evaluating the Mobile Workforce Management module within the P&C Department.
This module will allow simplified issuing and tracking of work and the crews assigned to
complete tasks. If this is successful this program will be expanded to the Trouble
Department.

Rates for the 2009 year will be determined using the existing Incentive Rate Mechanism
(IRM). Based on a December 2006, OEB ruling, the deemed debt/equity ratio for 2008
was revised to 57.5% debt and 42.5% equity and a further change to 60% debt and 40%
equity in 2009. The next rate application involving rebasing will be submitted in 2009 for
rates to be in effect in 2010.

The company received a rate adjustment approval from the OEB in March 2008 for

changes effective May 1, 2008. This plan incorporates full regulated returns throughout
the planning period.
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This plan is consistent with the Hydro One strategic objectives. While Hydro One
Brampton has one of the industry’s best safety records, we will continue to focus on
reducing the number of incidents and medical aids while searching for new innovative
approaches to keep safety in the forefront. We will also celebrate the success achieved in
our safety program. We will continue to improve customer relations and increase
customer contacts by senior management. We completed a customer survey in 2006
which confirmed positive customer opinions of service levels at Hydro One Brampton,
Another customer survey is planned for 2009. We are committed to maintaining and
improving customer service levels going forward. We will continue to measure our
reliability results against other LDCs in the industry. Focus on staff development and
training will continue throughout the planning period. We are planning on a number of
apprentices in trades to support the work program and these individuals will require a
significant amount of training and development. Hydro One Brampton is also committed
to continual Health & Safety Training and skills upgrade for all of its employees.

We support employees in their involvement in community activities and encourage them
to be ambassadors of Hydro One Brampton through participation in the School Electrical
Safety Education Program, United Way, various other charities and the Brampton Board
of Trade.

While frequent changes in the industry are still occurring, we expect a more stable
regulatory environment over the planning period. Revenues will continue to improve as a
result of ongoing customer load growth and residential development. Hydro One
Networks is building a new transformer station in eastern Brampton with an expected in-
service date of 2010. This station will require capital contributions and metering expenses
of $9.8M which have been included over 2009 and 2010. The delay in the TS in-service
date means that we will experience ongoing switching restrictions when operating our
plant, which we are dealing with through our work scheduling efforts, at no additional
cost. In heavy load situations, such as in the summer, we may approach Limited Time
Rating (LTR) values, which will limit our ability to switch feeders.

We will continue to develop solid working relationships with our customers through
improved communications and web access to customer information. After fully
leveraging our current resources and infrastructure, we will increase staffing numbers
only as required to meet the needs of the growing Brampton customer base.

We will continue to plan for growth and face the challenges of customer expectations
while focusing on improvement in reliability. We will accommodate new customer
connections and will support customers’ embedded generation initiatives by being ready
to connect these units to our system at the customers’ request.

We will continue to work closely with the OEB and support the government’s initiatives
on industry issues. We will continue to be cost competitive with other LDCs and will
confirm this by monitoring our performance through ongoing benchmarking of key
indicators.
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OM&A will increase at a fairly constant rate, driven mainly by labour costs and
anticipated economic adjustments to materials and supplies largely due to increased
commodity prices. The drivers for the increase in 2009 arc a 3% increase in wage rates,
the addition of five staff, as well as increased costs associated with OEB mandated
inspections, PCB remediation and preparation of our 2010 rate application. We are
currently one of the lowest cost utility in the province. We achieve this by limiting
overtime, contracting out when there is an economic benefit to be derived and by
negotiating collective agreements over a number of years. Enhanced management
reporting and monitoring of productivity have been put in place in order to achieve better
cost control.

Capital expenditures in 2009 will increase to address the growth expected to continue
into the future. The primary drivers for the increase in 2009 over last year’s plan reflect
the following:

1. Contributed capital for the new Hydro One T.S. (84.7), which is required to
handle growing load requirement to support the continued growth in the City of
Brampton

2. Smart Meters increase for small commercial customers in 2009 ($2.4), which
were not included in the 2008 plan, as the specifications were not defined for
these customers by the legislation. As a result, we were unable to estimate our
expected cost.

The current projection for 2008 is reflected in the business plan. We anticipate OM&A
and capital to be on plan.

PLAN HIGHLIGHTS

Growth

Residential development within the City of Brampton continues to expand at a significant
rate. This business plan includes a 2009 customer growth rate of 4.2%, which represents
5,500 new residential customers as per the annual cap on development announced by the
City of Brampton. The expected energy sales relative to the customer growth rate reflect
primarily residential customer growth and relatively little commercial and industrial
customer growth consistent with the municipal plan.

Commitments to the City of Brampton
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Labour Agreements

The current labour agreements extend through to March 31, 2011. Included in the plan is
a labour escalation of 3% excluding staff additions.

Rebuild Costs

We will continue to monitor the age and reliability of all our plant to optimize the
existing in-service life of our system and determine the priority of future rehabilitation
projects. We are proceeding with 13.8 kV "backbone feeder" cable replacements in
2008. The arcas included in this year's program are Williams Pkwy from Mansficld Rd to
Bramalea Rd (J3 grid) and North Park Dr from Bramalea Rd to Torbram Rd (K3 grid).

The fecder cables are being replaced in advance of local distribution cables as they have a
much greater impact on customer outages and our reliability indices.

The balance of cable replacements in these two grid areas involves replacing local
distribution cables. Due the scope of work involved, these projects will be phased over a
number of years to limit the financial expenditures required in any given year.

Operations and Reliability

We have completed the implementation of the pilot project for an Outage Management
System (OMS) and full implementation is under way. Key Process modifications and
workflows have been identified and changes are being implemented.

We also plan on integrating the IVR system (Interactive Voice Response) and AMR
(Automated Meter Reading) with the OMS system. The IVR system will allow
customers an automated process to input outage information directly into the OMS
system, freeing up our Operators to work with the outage without interruption. Upon loss
of power, the AMR system will provide one last burst of information to the OMS system
identifying outage locations. Both of these interfaces will allow the OMS system to
process hundreds of inputs per minute streamlining the restoration process.
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This system will reduce the time and cost of identifying the source of outages and
calculating the number of customers affected, as well as maintaining logs and records of
these events for regulatory purposes. It will also assist us in meeting our regulatory
reliability and System Quality Indices (SQI’s).

Through faster fault location, isolation, and service restoration, a fully implemented
outage management system helps minimize the impact of disruptions, reducing their
length and the number of customers they affect. Improving service quality also lowers
risks for customers who depend on reliable electric power for critical processes and
provides greater personnel safety throughout the utility’s service area.

Smart Metering

Hydro One Brampton’s Smart Metering Plan is consistent with Hydro One Network’s
and is intended to meet the requirements of the Ministry of Energy. The government’s
directive requires the implementation of 800,000 smart meters by 2007 and the entire
province by 2010. The meters must report consumption to customers by the next
business day and be able to provide time-of-use billing or other possible pricing plans. To
meet this directive, significant commitments will be made not only to the installation of
meters but also to the communications and information technology systems to collect and
process the data.

A work plan commenced in June 2006. A request for proposal for the purchase of smart
metering solutions was issued by a group of large distributors in the province and Hydro
One Networks went through its own competitive process in 2005. Hydro One Brampton
is leveraging much of the work that has already taken place in the industry to date. We
have installed over 37,000 meters as at December 31, 2007 and expect to install an
additional 35,000 by the end of 2008.

The current cost estimates are preliminary and subject to change. The Ministry of Energy
has appointed the IESO as the Smart Metering Entity (SME). The SME will be
responsible to develop the plans and rules associated with management and warchousing
of smart metering data. These costs cannot be estimated at this time and are not included
in the plan.

For more detailed information on Hydro One Brampton’s Smart Metering Plan and
implementation schedule, please refer to Appendix “A”.
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Regulatory ROE (%) 2009 Plan 930 9.00 935 950

Capital Expenditures (M$) 2009 Plan 269 348 375 228

OM&A * (MS$) 2009 Plan 18.3 19.5 19.8  20.2

Hydro One Brampton Networks Inc. 2009-2013 Business Plan

PLANNED RESULTS
2008 2009 2010 2011 NN NN
Net Income (M$) 2009Plan 113 108 118 125 [l N
2008Plan 113 109 113 114 [l Wl

Difference 0 (0. 0.5 1.1

E

2008 Plan 9.00 9.00 9.00 9.00
Difference 0.30 0.00 0.35 0.50

2008 Plan 269 276 277 230
Difference 0.0 7.2 9.8 (0.2)

2008 Plan 18.3 19.3 19.6 19.9
Difference 0.0 0.2 0.2 0.3

* Excludes capital tux

Material Variance Analysis

Planned net income for 2009 reflects continuing cost control and revisions to tariff
revenues resulting from most recent historical growth factors, including more customers
and increased consumption. The plan over plan difference in 2009 results from more
tariff revenues due to growth, offset by increased OM&A as described below and
increased income taxes due to the impact of regulatory recoveries on effective tax rates.

ROE is based on current interest rates forecast and growth assumptions. The current
business plan for the 2009 year uses a 4.2% customer and 3.5% tariff revenue growth
rates. If customer growth is negatively impacted by 1%, depending on the customer mix
involved, this will cause the tariff revenue growth rate to decrease to a range of 2.3% to
2.7% and decrease ROE to a range of 8.61% to 8.75%. This sensitivity analysis assumes
no other changes in the rest of the 2009 business plan.

The plan over plan variances for Capital expenditures are primarily related to changes in
the build and fund strategy for new additional Smart Meter expenditures for small

General Scrvice customers ($2.4M) and Transformer Stations ($4.7M).

OM&A changes are mainly related to changes in work force requirements and
transformer testing for PCB contaminants.
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LABOUR STRATEGY AND STAFF LEVELS

Staff levels will increase in 2009. Continued customer growth will require additional
staff in Metering, Customer Service, and internal support staff. These additions to staff
will address the pressures to meet service quality expectations and maintain acceptable
levels of reliability. In addition, smart metering will cause an increase in staffing levels,
the cost of which will offset metering services being currently contracted out.
Throughout the planning period, we expect a number of retirements and this will present
an opportunity for continued activity in apprenticeship programs. We had great success
with these programs in the past and expect to increase the number of apprentices on staff.
We will also design and put in place a staff development plan to proactively address
succession needs.

In a typical year we can cxpect about eight terminations, resignations or retirements and
we would expect this trend to continue in future years.

Projected
2008 2009 2010 2011 E BB
Regular staff headcount:
Beginning Year Staff 196 209 214 219 ] | ]
Vacant positions carried forward 4
Annual Regular Staff Attrition (8) 8) ®) (8) [ | [ |
Annual New Hires — Replacements 8 8 8 8 [ | [ |
New positions 9 5 5 3 ] | | .
Total (Year End Staff) 209 214 219 222 [ B
Regular Staff 2009 Plan 209 214 219 222 [ ] [ ]
(headcount) 2008 Plan 207 212 217 220 n | I
Difference 2 2 2 2 B [ |

SIGNIFICANT ASSUMPTIONS AND INTERDEPENDENCIES

The rcgulated ROE was reduced to 9% in 2006 due to a reduction in the 30-year rate for
bonds. Rate riders for recovery of other regulatory assets ended with the implementation
of the May 2008 rates. ROE over the planning period is based on interest forecasts for
those years.

This plan incorporates the costing assumptions as outlined in the Corporate guidance as
applicable to the Company.

(see Smart Metering assumptions “A”)
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RISKS TO PLAN AND MITIGATION STRATEGIES

Regulatory/Political Change

There are several considerations with respect to the regulatory and political environment.
The following risks may impact this plan:

e In April of 2006, the OEB issued a notice to all LDCs advising that the OEB will
proceed with a multi-year Electricity Distribution Rate Setting Plan involving a Cost
of Capital and Second Generation Incentive Regulation Mechanism. The purpose of
this plan is to provide greater regulatory certainty to distributors during 2007 to 2010
and to begin to drive efficiency improvements in the distribution sector and to lay a
foundation for the third generation incentive regulation mechanism. This could have
an impact on revenues generated to cover OM&A costs. This plan has been prepared
based on correspondence from the OEB that the rates will be rebased in 2010.

e A “memo” account was established by the OEB to track and record variances that
result from the difference between the Board approved PILs amount and the actual
billings that relate to the recovery of PILs for the years 2001 to 2006. The OEB also
provided a mechanism to make annual adjustments for variances between estimated
liabilities resulting from the Board approved PILs methodology and actual tax
liabilities.

The OEB has indicated that the accounting for these differences has been inconsistent
and further analysis of these amounts is required prior to any disposition decision,
which is expected before our 2010 rate application is filed. With interest, this amount

e With the added focus on conservation and demand management, LDCs could
experience a decrease in usage, which could lead to reduction in revenues. The
current plan provides for an estimate for reduction in usage. Future rate adjustments
will be based on a forward test year, which will provide for changes associated with
CDM impacts.

e Smart metering and the timelines to have these meters in place, continues to present
business risks in current and future years. Currently the OEB has not formally
addressed how Smart Metering stranded costs are to be recovered. Disposition of
these costs will be determined in a future proceeding of the OEB. Until then, these
costs are being left in the balance sheet and amortized over the original remaining
useful life.
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e Further rationalization of the distribution sector could have positive or negative
impacts on the future operating results. The government lifted the moratorium on the
purchase and sale of assets by Hydro One and also suspended the transfer tax on the
sale of electricity assets between publicly owned utilities in Ontario until October
2008.

e Generally Accepted Accounting Principles (GAAP) are currently used in Canada to
determine the appropriate accounting and financial reporting required for the
preparation of financial statements. Outside of Canada (excluding the United States),
the equivalent to GAAP is International Financial Reporting Standards, otherwise
known as IFRS. Canadian standard setters and regulators have decided that we should
adopt IFRS in Canada in place of GAAP. This is a huge change for all Publicly
Accountable Enterprises including HOBNI. This transition from Canadian GAAP to
IFRS will occur over the next three years. The official adoption date is January 1,
2011; however, we will have to apply IFRS fully to the 2010 financial statements
because of the requirement to present two-year comparative information. We will
have to review all of our accounting policies and procedures across the Company. As
a result, there may be substantive changes required to systems and processes. The
impact of this change is not quantified in this Business Plan. An impact assessment
and transition plan will be completed in 2008.

Operational Risks

e Hydro One Brampton has a risk related to in-service PCB contaminated oil filled
equipment. Due to continuing conversion projects over the last number of years a
large number of contaminated units have been removed from service. Hydro One
Brampton has determined the locations of remaining in-service units and is in the
process of developing a remedial phase-out plan consistent with current and possible
proposed legislative changes.

e A key factor in this plan is the assumed 4.2% customer and 3.5% tariff revenue
growth rates. If there are any substantive downward trends in economic conditions,
such as reduced GDP growth or increased inflation and interest rates, our customer
growth rate will be unfavorably impacted. For instance, decreased economic activity
would likely have a dampening effect on the residential housing market and slow
down subdivision development and new customer growth rates. The high growth rate
is currently managed using contractors. We have the ability to adjust our workforce
for changes in workload.
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e Our employce demographics are similar to the rest of Hydro One. Approximately
30% of staff are 50 years old or over and may be eligible to retire in the next five
years. The average age of all employees is in the mid 40’s. Known challenges
associated with human resources have been identified and plans are being developed
for mitigating this risk. We have developed a succession plan for key positions in the
organization.

e A risk continues with respect to the collection of Late Payment Charges that may
result in the refunding of several millions of dollars. A Supreme Court Ruling against
Enbridge Consumers Gas in favour of Garland could be indicative of a potential
ruling against Ontario electrical distribution companies in a similar suit filed against
all LDCs. Hydro One Brampton has limited further potential exposure by being one
of the first LDCs in Ontario to reduce the late payment charge to 1.5% per month in
advance of OEB recommendations to do so. The OEB has approved the recovery of
these amounts from current customers.

e Changes in weather contribute significantly to reliability, OM&A and revenues.
While the plan provides for a normal level of storm activity and our system is
designed to standards that meet a high level of reliability, abnormal storm activity
could materially affect restoration of the distribution system. We have existing mutual
aid agreements with several utilities which could be activated in a timely manner.

e Our ability to execute our capital plans during the summer months due to feeder
restrictions may be affected by delays to the proposed late spring 2008 in-service
dates for the new Pleasant TS, the spring 2009 in-service date for the new 230kV
feeders from Hurontario Switching Station to Jim Yarrow TS or the proposed fall
2009/spring 2010 in-service dates for the new Goreway TS. Maintenance activities
may also face the same switching restrictions during the summer months.
Additionally our loading may be at a point that we encroach on existing LTR values,
limiting our ability to switch feeders (as mentioned above) and possibly affecting the
speed of our responsc to system outages. We are developing plans to mitigate
operational and capital impacts.
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Key Supplementary Data

The following graph depicts controllable cost per customer. OM&A will increase at a
fairly constant rate, driven mainly by labour costs and anticipated economic adjustments
to materials and supplies, while continued customer growth will reduce OM&A per
customer over the planning period. OM&A per customer is higher in 2009 due to PCB
contaminant testing.

For the years 2008 through 2010 inclusive, Hydro One Brampton will incur higher than
normal levels of capital expenditures mainly due to Smart Metering, capital contributions
towards the construction of new T.S.’s and IESO requirement for wholesale metering
upgrades.
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The System Average Interruption Frequency Index (SAIFI) and the System Average
Interruption Duration Index (SAIDI) are graphically depicted below. In view of the
significant growth in Brampton, we will be concentrating on maintaining our high level
of reliability in future years. Expenditures to accommodate customer and load growth
will limit our ability to spend capital specifically to reduce the number of outages (SAIFI)
and it will be our goal to maintain this index at 2008 levels during the life of the business
plan. Our efforts will be focused on reducing the length of outages (thereby improving
SAIDI) by introducing procedures and monitoring equipment and with the
implementation of our Outage Management System.
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While the number of customers continucs to climb, the number of employees will
increasc at a lower rate. Continued growth will increase workloads resulting in staffing
pressures and accordingly moderate increases in staff are planned.
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APPENDIX A

2009 HYDRO ONE BRAMPTON
BUSINESS PLAN - SMART METERS
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1.0 Smart Meter Strategy

Vision — to deploy a Smart Metering solution that meets MOE requirements at the
lowest possible cost and is an enabler for other business processes and
transformations:

e The government’s smart meter directive requires the implementation of 800,000
smart meters by 2007 and the entire province by 2010. The meters must report
consumption to customers by the next business day and be able to provide the
delineation required for time of use billing or other possible pricing plans.

e To meet the directive a new infrastructure of both communications and
information technology is required to collect and process transactions in a timely
manner.

The following picture is taken from the Ministry of Energy and outlines the roles of
various parties.

Meters

sl @ @ . e Regional
@ Collector

AMRC
AMCD Advanced Metering Ad’\/;c;‘v"'d
Advanced Metering Communication Device  Regional Collector Metening
Control

Customer Information
and Billing Systems

Retailers, Erergy
Service Companies

Customer

Monitors In-home
displays

Third Parties

As illustrated Hydro One Brampton will have an accountability to own and install
the smart meters, collect the data via a computer application (AMCC) pass the data
to a central third party(s) data warehouse, and receive the data back for customer
billing. To realize the strategy, an assessment and test of available technologies and
architectures was undertaken by Hydro One Networks.
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Smart Metering Installations

Given the geographic terrain and dense residential population, Hydro One Brampton is
utilizing a smart metering system that employs a mesh network to communicate with a
regional collector. Data from this regional collector will be backhauled to Hydro One
Brampton’s offices for processing via existing cellular technology. This process is
referred to as Stage | Implementation. This initial network is also capable of supporting
in-home CDM devices and multi-utility functions. It is expected that the level of funding
to support Stage 1 Implementation form the basis of the OEB plan for smart metering.

Hydro One Brampton is working together with Hydro One Networks to maximize
efficiencies and replace this cellular technology with fibre and/or Wimax
communications. This will help to reduce the maintenance costs associated with meter
reads while allowing the company to implement other functional services at a later date.
This process is referred to below as Stage 2 Implementation.

These services could include the following:
e Power Quality

Feeder Analysis

Mobile Dispatch

Mobile Time Reporting

Mobile Accomplishment Reporting

Mobile Asset condition & Defect Reporting

Safety Monitoring

Fleet Management

Asset Security

Cellular — Paging — Email

Optimized dispatch

Automated Map Updates

Hydro One Networks developed a proof of concept site and pilot applications to test
feasibility. The results allowed Hydro One Brampton to confirm the preferred network
architecture and allow this initiative to move to implementation.

Stage 2 Implementation will require an evaluation, selection and implementation of a
communication network that will facilitate the above mentioned services. This network
can be built after the meters are installed and can displace the cellular backhaul. This
strategy will mitigate early technology risk while still enabling the future development of
a Smart Network.
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2.0 Overall Plan Highlights

e A work plan is under development that will allow the focus of the project to
migrate from strategy and selection of the end state infrastructure design (Smart
Network) to implementation of the infrastructure required to support Smart
Meters.

« The following table outlines the external and internal milestones as they are
currently understood.

2008 2009 2010
Q1 _Q2 Q3 Q4 Q1 Q2 Q3 Q4

3
3
g

External
8ill 21

Metering RFP / Selection

SME RFP
SME Implementation Plan
SME MDMR

800,000 meters
4.5M meters

Internal
Hire a Smart Metering Co-ordinator

Investigate and confirm products

Acquire meters

T N 1 DO

W
v
x

Smart Meter Roilout {Cumulative) 40K |55K [60K [70K | 75K |85K {100K [109K | [140k

TOU Billing
Updated Commerciat Proposals Imeters, Network, Integration)
(From Networks and other LDC's)

[[1]

A number of external milestones have the potential to impact on the current project
timelines:

e A RFP has been developed by the large distributors in the province for use by
all LDCs. Hydro One Networks went through its own competitive process and
is seeking confirmation that we can use it to acquire Advanced Metering
Infrastructure (“AMI”).

e The IESO has been identified as the smart meter entity (SME is the data
warchouse that is inserted in the middle of the meter to bill process). The
SME will develop plans that will allow Hydro One Brampton to facilitate
TOU billing capability.
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3.0 Plan Highlights — Smart Meter

The Smart Meter initiative is designed to meet the Minister’s directive to provide
customers with time differentiated consumption information. Further, the underlying
infrastructure to support this initiative (i.e. supporting telecommunications, back-office
meter data management, Customer Information System (CIS) upgrades and other support
IT) can be leveraged to support other productivity initiatives within the company. It is
expected that the total estimated cost for Hydro One Brampton’s Smart Metering project
will be $27.4M.

2008 2009 2010
Smart Meter installations (000) 35 39 31
Revenues/Recoveries ($M) 1.7 2.5 1.3
Capital Expenditures ($M) 5.7 8.4 8.2
OM&A impacts (M) 0.3 0.3 0.3
Depreciation new mitrs (15 yr life) (M) 0.5 1.1 1.6
Staff - Full Time Equivalents 4 4 4

There are a number of major assumptions that affect the cost of this initiative:

e The costs above include all IT related enhancements including integration of
AMR systems to the SME, billing (CIS integration and open market systems).

e All residential customers get a smart meter.

e An allotment has been made for changes to customer’s services where there are
safety concerns;

e A base assumption has been made for installations costs.

Opportunity

This initiative provides the basis for meeting the smart meter objectives as announced by
the Minister. It provides hourly meter reads and the ability to communicate to customers
by the next business day. It also provides business benefits in the areas of meter reading
(automates), customer communications (lower bill estimating), rudimentary outage
detection, and other IT enhancements to support meter data management and meter
deployment processes.

Customers must be able to understand consumption patterns that align with various
pricing structures being contemplated by the OEB. The Minister’s directive contemplates
replacement of all Hydro One Brampton meters by the end of 2010. Daily reads of meters
are also required by the Minister’s directive to support this objective.
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By 2010 customers will have access to consumption information time differentiated in
accordance with currently contemplated (Regulated Price Plan (RPP) / Critical Peak
Pricing (CPP)) rate structures. This information will be available to customers by next
business day and will also be capable of being used for billing purposes. Information
Technology that supports these new requirements will be updated as necessary and is
included in this business plan.

Scope:

e The installation of 132K Hydro One Brampton Meters by 2010

e Acquire, upgrade, replace IT Systems (AMR, iTron’s MV90, CIS SerViewCom)
¢ Build out telecommunication platform to support AMR and CDM

It is assumed that the Regulator will allow full recovery of the total costs net of benefits.
However, there is the possibility that the Regulator will allow rate recovery on the total
cost and provide some gain sharing opportunity for benefits derived from productivity
gains.

4.0 Plan Highlichts — Smart Network

The Smart Network initiative seeks to leverage the investment in the required
telecommunication platform to provide advanced functionality in addition to the Smart
Metering initiative. The technology being evaluated provides a high bandwidth wireless
network that would support numerous core applications and would have sufficient
capacity for additional third party revenue generation.

Funding for Smart Network implementation has not been included in this plan however,
Hydro One Brampton has reviewed the results of its initial project and will be proceeding

with this current plan based on our experiences to date.

5.0 Risks and Mitigation

There are a number of potential risks related to the smart meter and smart network
initiative.

Smart Meters are a relatively new technology without any significant deployment to date.
The communication technology in the meters as well as the software applications to poll
for data and manage meter transactions and exceptions is far from mature.

The smart meter implementation plan, procurement process and the specific roles and
responsibilities in many cases remain at a high level. Hydro One Brampton is leveraging
Hydro One Networks 2005 RFP process in order to procure its own wide area network.
The functional requirements of the SME is critical information required before the Hydro
One Brampton plan can be further developed.
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The following table outlines risks and mitigation strategies being employed at this time.

Regulatory Maintaining watch on MOE developments (specs,
accountabilities, timelines), requested written direction
from MOE on Hydro One Brampton approach
Minimal expenditures prior to cost certainty
CDM funding in place for initial steps

Financial Staged deployment to reduce technology risk
Competitive procurement process for product and services

Reputation Maintaining plans to meet provincial timeline
Resources for IT development and business process design
are scarce. Installation resources are also scarce and
outsourcing will be used when possible

Business Applications and telecommunications have been

Efficiency and architected as enabling platforms

Effectiveness
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APPENDIX “B”

Synergies and Cost Containment Initiatives

Item Description of change Impact of change Savings
Synergies with Hydro One | Take advantage of synergics - Lower cost of borrowing | - Cost sharing with

as a result of being owned by | - Use of available Hydro Hydro One

Hydro One One resources - No duplication of
-HR efforts
- Legal - Vast pool of expertise
- Regulatory available
- Internal audit
- Finance

Although the 5-star program
served us well, we have
converted to a combined

Will put us in line with
industry standards and
will allow for better

Continued savings due
to | zero loss-time
injuries and low (no)

environmental and Health & benchmarking environmental
Safety system (ISO 14001 and infractions in 2007.
OHSAS 18001)

Purchased a new program to The 44kV and 27.6kV Reduction in system

optimize system for minimum
losses.

systems have now been
optimized

losses as much as
possible in view of
Transformer Station
limitations.

Serving more than double
the customers and higher
growth with same staff
levels thanin 1987,

In 1987, we had 55,226
customers, added 3,300
customers/year and had 188
employees (294 cust/emp).

In 2007, we had 126,000
customers (added 5,700
customers) and 196
employees (643 cust/emp)

Our staff complement is
virtually at 1987 levels
with more than double
the customer base.

software

flexibility, improved
efficiency and better
record keeping.

Improvements to Control | Installed new Control Room Old board not expandable | Reliability and
Room equipment automated map board in 2004 | for new growth. New efficiency
using the SCADA WorldView | board offers more improvements

Difficult to get access to inside
meters resulted in many
estimated bills and necessary
adjustments

Installed Radio Frequency
meters so that they can be
read from outside the
house

Eliminated the need for
appointments to read,
for customer read cards
and for most
adjustments due to

vacant spaces in the building

estimating
More efficient use of In view of our current space Have leased most of the Total annual revenue
building requirments, we had some empty space from leases > $ 100K

Modified our purchasing
policy to require more
tendering of purchases

All major purchases must
be tendered.

- Better prices for
purchased equipment,
materials and labour
- Savings > $100K’s
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Reporting

work and to track actual costs
versus budget

Item Description of change Impact of change Savings
Changed from Maritime Life Provide same coverage as | Savings of $150K -
( to Manulife before $200K per year
Improved Management Made better tools available to | More accountability for - Improved cost
Management staff to schedule | expenditures tracking

- Better cost control

The fault indicators will give
crews a quick indication of
where an underground fault
may be

- Reduces outage times in
subdivisions

- Less switching required
to find a fault

- Reduced fault-finding
costs due to less
switching

- Improved reliability

Instead of modular or hand-
made splices and terminations,
one-piece silicone cold-shrink
devices are used

- Easier to install with less
chance of human error

- Better electrical qualities
(silicone)

- No need for torches
especially in trenches
where gas may be present

- Reduced installation
costs offset the
additional equipment
costs

- Improved reliability
due to better electrical
qualities

- Safer and faster
installation

Have started using vacuum-
break SCADA MATE
switches instead of unreliable
air-break switches

- No freeze-up of switches
in the winter due to ice
buildup

- Less wear and tear on
switches during
operations

- Allows visible break for
isolation purposes

- Reduced maintenance
on switches (offset by
higher prices for
switch)

- Improved reliability

- Less susceptible to
salt contamination

Have adopted concrete poles
as standard whenever possible

- Eliminates pole fires
- Reduces labour costs
(pre-drilled holes for
hardware)

- Better aesthetics

- Improved reliability

- Longer pole life

- Reduced maintenance
costs

Instead of hand cleaning de-
energized equipment, a dry ice
blasting method is used on
energized equipment

- No outage or de-
energizing required

- No cleaning solutions
required (environmentally
friendly)

- Better cleaning qualities
especially in tight areas

- Reduced costs by
eliminating switching
to de-energize

- More thorough
cleaning

- Improved reliability
- Longer period
between cleanings

Process chatiges for the
repair of underground
secondary faults

It used to take 5-7 visits to
find, repair and restore
secondary faults in house.

It now takes 1 visit to
identify a fault and 1 visit
to repair and restore the
fault by contractor

Repair costs reduced by
approximately 48%

| Confidential
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Item

Description of change

Impact of change

Savings

Have standardized on 46kV
silicone insulators for both
44kV and 27.7kV

Results in:

- Better reliability

- More flexibility

- Lower stock levels

- Lower installation costs
- At slightly higher price

- Reduced inventory
- Increased reliability
- Reduced labour costs

Installed both in-field and
remotely accessible fault
indicators to improve fault-
finding and restoration of
power.

Most feeders
sectionalized in quarters
to allow quick (less than 5
minutes) restoration of
50% of feeder loads after
a fault.

Improvement in
reliability and reduction
in loss of energy sales
due to faults.

Conversion of Low
Voltage to 27.6kV

Converting 4.16kV and
8.32kV systems to 27.6kV.
Elimination of 4.16kV and
8.32kV distribution stations.

Ultimate goal is to
eliminate 4.16kV and
8.32kV systems and
distribution stations (long-
term plan).

- Reduction of losses
- Reduction of O&M
costs

- Reduction of
inventory levels

Went from 4 or 5 options for
developing a subdivision to
just 2 options

Streamlined the process to
2 choices: Developer does
everything or HOB does
everything

- Reduced requirement
for additional staff

- Simplified billing
process

Assigned corporate VISA
cards to staff who require

Reduced the need to issue
Purchase Orders for small

- Reduced the need for
purchasing staff

standardizing materials and
through partnership
agreements with suppliers

- Use of dual-voltage
transformers

- Use of off-the-shelf
CSA cable

- Partnerships with
suppliers for equipment,
poles and transformers
which reduce lead time
resulting in less inventory

frequent small purchases purchases - Reduced paperwork
Reduced inventory Reduced the total inventory by | - Standard voltage and - Reduction of
reducing items in stock, by type of insulators inventory

- Reduction of material
costs

- Reduction of
equipment maintenance
costs

Lighting Retrofit Program

As part of the CDM program
the existing lighting system
for the building was changed
to more energy cfficient
system.

The new lighting system
achieved approximately
8% energy reduction and
11% demand reduction

- The savings were
approximately 234
MWh

- The dollar savings
were approximately
$23,000.00
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APPENDIX “C”

2009 Proposed DRAFT Report Card

Performance Measures

% Net Income after Tax ($M) $10.8
& |Increase Shareholder Value
£ Controllable Cost Index < 100%
= (O,MBA sctuai/ O,M&A bugger) T
= e e L SR Y 2
= 5 5 !Customer Semce ]ndex 1. i dlc?ato s
g é Meet Service Quahty (# of measures meetmg targets) met
% £ |Commitments |Reliability Index . : '
5 § (meet both SAIDI & SAIFI gﬁ:g} s ?gg
targets) . i
a § Work Program Achievement
e 2 | Achieve Operational (% of projects under the control >00%
g 3 |Excellence of HOB completed within the ==E70
X total budget)
0 g5
©
£
S£ | *
ﬁ 2 | Achieve Health & Safety Employee Safety (Lost—tlme 0
€8 |Excellence : mjunes) |
85 /
(@]
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BUSINESS UNIT DATA

Revenues ($M)

Rural retail customers

Remote customers
Transmission tariff (from IMO)
Facility charge

Rural rate assistance (from IMO)
Remotes subsidy (from IMO)
Other IMO related

Other external

Inter-BU revenues
Other fee-for-service

Costs ($M)
Gross OM&A
Unidentified cost contingency/(reduction)

Cost of power

Retail cost of power (commodity/Tx/IMO)

Fuel (Remotes)
Other cost of goods sold

Depreciation
Depreciation on fixed assets
Losses / (gains) on fixed asset disposal
Asset removal costs
Amortization of OPEB regulatory asset
Amortization of other regulatory assets
Amortization of goodwill
Other amortization

Interest
Interest on HO debt
Interest on external debt
Treasury admin costs
Amortization of deferred debt costs
Less: Interest capitalized
Less: Interest improvement

Capitat tax ($M)

Praf YA N ORA

income tax (excl. tax associated with write-offs)

B AR AT

Write-offs (before tax impact)

Income tax associated with write-offs

[

ARTER 1

Other comprehensive income
Preferred dividends
Common dividends

Assets ($M)

Fixed assets
Fixed assets in service

Accumulated depreciation (1 F5 L tor €

Canstruction in progress

Current assets
Cash and shert-term investments
Accounts receivable - external
Accounts receivable - internal
Fuel for electric generation
Materials and supplies
Other current assets

TBPO9Bram submitted July 29.ds - TMain
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462.8
216.1
0.0

2.8
58.9
00

00

00

2009

0.0

19.5

0.0

289.5
0.0
0.0

492.4
235.2
52

2010

0.0

19.8

0.0

298.2
0.0
0.0

535.0
255.1
0.0

2011

0.0

202

557.9
275.9
0.0
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2007 2008 2009 2010 200 g I EHI EHE W N
Other assets
OPEB regulatory asset 00 00 0.0 0.0 0.0 [ ] [ ] [ | m [ [ ] ]
Environmental regulatory asset 0.0 0.0 0.0 0.0 0.0 m [ ] ] [ ] [ ] [ ] [ ]
Other regulatory assets (6.3) (10.0) {11.1) (9.4) (6.9) [ ] |}
Deferred pension asset 0.0 0.0 0.0 0.0 0.0 [ ] [ ] B [ ] m || [ |
Investments 6.0 0.0 0.0 0.0 00 [ ] | ]
Goodwill 60.1 60.1 60.1 60.1 60.1 [ ] [} [ [ ] [ ] [ | [ ]
Deferred OPEB receivable 0.0 0.6 0.0 0.0 0.0 | |
Long-term accounts receiveable & other assets 0.0 00 0.0 0.0 0.0 [ | [ ] m m [ ] | ] [ ]
Liabilities & Equity ($M)
Debt
External debt 00 00 00 0.0 00 H = [ ] H B ||
Unamortized debt costs (0.6) : e : | ] [ ] | ] [ ] [ | ] ]
Unamortized premium/discount on bonds 0.0 - - - - - - -
Current liabiiities
Accounts payable & accrued charges 559 535 59.4 62.4 64.3 [ ] b [ ] [ ] [ ] ] |
Income tax payable 32 10 10 1.0 10 [ [ [ [ [ ] || m
Dividends payable 0.0 0.0 0.0 0.0 0.0 [ ] ] | ] ||
Accrued interest 0.8 = . ) [ ] | ] [ ] [ [ || m
Long-term debt payable within one year 0.0 [ | | ] [ | | || [ | [ ]
Other liabilities
Other post-employment benefits 53 5.0 6.1 6.5 7.0 [ ] [ ] [ ] [ | || [ ] [ |
Regulatory liabilities 05 00 0.0 0.0 0.0 ] [ [ ] N ] ] ]
Environmental liability 00 00 0.0 0.0 0.0 m
Ltong-term accounts payable & accrued charges (0.0) 0.0 0.0 0.0 0.0 [ ] - [ ] [ ] [ ] [ ] [ |
Equity
Preferred equity 0.0 0.0 00 [ ] [ [ ] [ [ [
Common equity 11186 R 11 1116
Retained earnings 335
Accumulated other comprehensive income 0.0 3 [ ] [ ] | ] [ ] [ ] [ | [ ]

Capital Expenditures ($M)

269 348 375 228
0.0 0.0 0.0 0.0

Capital expenditures
In-service additions

(] L

D T T N

Staff

Regular - excl. surplus (year-end) 207.0 212.0 217.0 220.0
Surplus (year-end) 0.0 0.0 0.0 0.0
Non-regular (FTEs) 0.0 0.0 0.0 0.0

OMG&A details - incl in OM&A above ($M)

0.0 0.0 0.0 0.0
0.0 0.0 0.0 00
00 0.0 0.0 0.0

Surplus staff costs
Grants-in-lieu
Property tax adjustment

Tax details - incl. in tax above ($M)

0.0 0.0 00 00
0.0 0.0 0.0 0.0

Capital tax paid outside Ontario
income tax paid outside Ontario

| ]
Gl
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Brampton
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STATEMENT OF FINANCIAL POSITION ($M)

Assets

Fixed assets
Fixed assets in service
Less: Accumulated depreciation

Construction in progress

Current assets
Cash and short-term investments
Accounts receivable
Fuel for electric generation
Materials and supplies
Other current assets

Other assets
OPEB regulatory asset
Other regulatory assets
Deferred pension asset
Goodwilt
Long-term accounts receivable & other assets

Total Assets I

Liabilities & Equity

Long-term debt
Long-term debt
Unamortized debt costs
Less: Payable within one year

Current liabilities
Accounts payable and accrued charges
income tax payable
Dividends payable
Accrued interest
Long-term debt payabie within one year

Other liabilities
Other post-employment benefits
Regulatory liabilities
Environmental liability
Long-term accounts payable & accrued charges

Equity
Preferred equity
Cormmon equity
Retained earnings
Accumulated other comprehensive income

Total Liabilities & Equity I
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OPERATING STATEMENT ($M)

Revenues

2009-2013 HYDRO ONE BUSINESS PLAN

Brampton

External
inter-BU

Costs

)
=1
S
=
N
®
o
(=]
S
©
o
=3
o
<

|
|
|
|
|

OMBA

Cost contingency / (reduction)
Cost of power

Depreciation

Interest

Capital tax

income Before income Tax
Income tax

Income Before Write-offs
Write-offs (before income tax)
income tax on write-offs
Net write-offs

Net Income

Other comprehensive income

Comprehensive Income

Net Income
Less:

Preferred dividends
Common dividends

Change in Retained Earnings

CASH FLOW STATEMENT ($SM)

Cash Flow from Operations

ERIY 1 128 - - - - - - -

Net income (before write-offs)
Depreciation {net of asset removal costs)
Change in working capital

Less:
Capital expenditures
Changes in other assets & liabilities
Dividends

Net Cash Flow

OTHER KEY RESULTS

Financial Statistics

tig 120

o N BN EE BN BN B W
me we EE OEE BN BN BN BN BN

Debt ratio (%)

Return on common equity (%)
EBIT (3M)

Capital expenditures ($M)
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Brampton
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OPTIONAL CALCULATIONS (Red inputs)
Dividen Equity Injection ($M
Target capital structure (% equity)
Net assets

Equity adjustment needed to achieve target

Equity injection flag (1 = yes)
Equity injection

Negative dividend flag (1 = yes)

Dividends incurred in current year (unconstrained)

Negative retained earnings flag (1 = unconstrained)
Dividends incurred in current year (constrained)

Percentage of current year dividends paid in current year
Portion of current year dividends paid in current year

Portion of current year dividends paid in following y« 0.0

[hiton

L CLETOn? i

Debt ratio after adjusting for outstanding dividends

Cash and Short-Term Investments ($M)
(R
Use cash / interca demand facility as plug (1 = yes)
Hydro One fong-term debt 143.0
External debt
Net assets
Input cash leve!

and shorbicinymyngt
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OPTIONAL CALCULATIONS (Pink inputs)

Details of new borrowing

New borrowing -term (% of total borrowing)
S-year
10-year
30-year

New borrowing - interest rate (%)
5-year
10-year
30-year

New borrowing ($M)
5-year
10-year
30-year

2009-2013 HYDRO ONE BUSINESS PLAN

Brampton

N
(=]
S
~
N

|

8

0%

pD
(=3
S
1]

ny
=]
=
o

0%
50%

oy

N
=
s

0%
50%
U

Debt ($M

Debt outstanding
Provincial debt
Non-mirrored demand debt
External debt
Other long-term debt
Short-term debt / cash

G0

Provincial debt
Non-mirrored demand debt
External debt

Other long-term debt
Short-term debt / cash

6o
0.0
0.0

a6

Inter: M

Interest rates (%)
90-day Banker's Acceptance
Adjustment to 90-day BA - borrow from Treasury
Adjusiment to 80-day BA - lend to Treasury
Average cost of long-term debt

Provincial debt
Non-mirrored demand debt
External debt

Other long-term debt
Short-term debt / cash

3

0.
-0.

5.

15%
02%
71%

0.15%
-0.02%
5.79%

<
0.15%
-0.02%
5.71%

. e
Provincial debt
Non-mirrored demand debt
External debt
Other long-term debt
Short-term debt / cash

LLEHELL

Deferred debt costs ($M

Provincial debt
Non-mirrored demand debt
External debt

Other long-term debt
Short-term debt / cash

Provincial debt
Non-mirrored demand debt
External debt

Other long-term debt
Short-term debt / cash

0.0

A

0.0 0.0
0.0 0.0 0.0
07 o8 RS
0.0 0.5
[ .8 EE) e
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Brampton
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Premium/discount on bonds ($M

Provincial debt ¢
Non-mirrored demand debt 0.0
External debt 0.0
Other long-term debt o

Short-term debt / cash

Provincial debt o
Non-mirrored demand debt 00
External debt 0.0
Other long-term debt Yo
Short-term debt / cash J4

[ 0.0

Hed, ain/lo M

Provincial debt

Non-mirrored demand debt
External debt 0.0 00
Other long-term debt 4.0 XY
Short-term debt / cash U 30 G
[ 0.0 0.0 0.0
Provincial debt i G RS G4
Non-mirrored demand debt 0.0 00
External debt 0.0 0.0
Other long-term debt ) 9.0
Short-term debt / cash 3L 01
[ 0.0 0.0
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BUSINESS UNIT DATA
Revenues ($M)

External revenues
Net distribution tariff revenue
SM Rev requirement
Rural retail customers
Remote customers
Transmission tariff (from IMO)
Facility charge
Rural rate assistance (from IMO)
Remotes subsidy (from IMO)
Other IMO related
Other external

inter-BU revenues
Other fee-for-service

Costs ($M)
Gross OM&A
Unidentified cost contingency/(reduction)

Cost of power

Retail cost of power (commoadity/Tx/IMO})

Fuel (Remotes)
Other cost of goods sold

Depreciation
Depreciation on fixed assets
Losses / (gains) on fixed asset disposal
Asset removal costs
Amortization of OPEB regulatory asset
Amortization of other regulatory assets
Amortization of goodwill
Other amortization

Interest
Interest on HO debt
interest on external debt
Treasury admin costs
Amortization of deferred debt costs
Less: interest capitalized
Less: Interest improvement

Capital tax ($M)
AN

Bl .

Current income tax expense (excl. tax associated witl

Future income tax expense

Write- oﬁs (before lax impact)
T4ET N

Income tax assocnated with write-offs

Other comprehensive income
Preferred dividends
Common dividends

Assets ($M)

Fixed assets
Fixed assets in service
Components & Spares
Accumulated depreciation
Construction in progress

Current assets
Cash and short-term investments
Accounts receivable - external
Accounts receivable - internal
Fuel for electric generation
Materials and supplies
Future Income Taxes - current
Other current assets

Other assets
OPEB regulatory asset
Environmental regulatory asset
Other regulatory assets
Deferred pension asset

2009-2013 HYDRO ONE BUSINESS PLAN

2.00% Br
3.00% FC
a0 20 w0 21 PE PN BN ER B B BN N
Please do not overwrite cells containing formulas (shown in blue)
A w1
. 3733 386.2
! 0.0 0.0
I 0.0 0.0
X 0.0 0.0
I 0.0 0.0
! 0.0 0.0
: 0.0 0.0
. 38 34
BN o o o @§ ® ® EH E = =E =
I o 19.9 209
5.1% %
- 00 0.0 00
2827 oA st ; i W
00 0.0 0.0
0.0 0.0 0.0
18.0 18.4 193
0.0 0.0 0.0
0.0 0.0 00
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.1 (0.1) 0.6
0.0 0.0 0.0
0.0 0.0 0.0
(0.2) 0.0 0.0 0
[ ] 06 02 00
6.1 5.0 40
03 0.6 11
ARFNY, EP SR PURE SR
] 0.0 0.0 0.0
U 1 s
Hm o 00 0.0
- o oo " B E B =
[ SR B B B
456.9 487.8 5296
3.1 36 35
2140 2314 250.6
12 5.2 0.0
(5.4) [ RIS
54.2 63.2 61.4
0.0 0.0 0.0
00 0.0 0.0
1.2 12 12
0.0 0.5 0.5
0.0 0.0 0.0
0.0 0.0 0.0
16 0.0 1.1
15 20 16
0.0 0.0 0.0
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Brampton

2.00%
3.00%
2008
Investments 0.0
Future Income Taxes - iong term 0.0
Goodwill 60.1
Deferred OPEB receivable 0.0
Long-term accounts receiveable & other assets 0.0
Liabilities & Equity ($M)
Debt
External debt 00
Unamortized debt costs 0.6)
Unamortized premium/discount on bonds 00
Current liabilities
Accounts payable & accrued charges 528
Income tax payable (0.8)
Dividends payable 0.0
Accrued interest 0.8
Future Tax Regulatory offset 0.0
Long-term debt payable within one year 00
Other liabilities
Qther post-employment benefits 56
Regulatory liabilities 11.8
Environmental liability w D
Future Tax Regulatory offset 0.0
Long-term accounts payable & accrued charges 1.1

Equity
Preferred equity
Common equity
Retained earnings
Accumulated other comprehensive income
Capitat Expenditures ($M)

Capital expenditures
In-service additions

Staff

Regular - excl. surplus (year-end)
Surplus (year-end)
Non-regular (FTEs)
OM&A details - incl in OM&A above ($M)

Surplus staff costs

Grants-in-lieu

Property tax adjustment

Tax details - incl. in tax above ($M)

Capital tax paid outside Ontario
Income tax paid outside Ontario

STATEMENT OF FINANCIAL POSITION ($M)

Assets

Fixed assets
Fixed assels in service
Less: Accumulated depreciation

FC
2009
0.0
250
0.0
00
0.0

00

59.4
10
00

00

6.1
13.1

10.8
11

348
0.0

0.0
0.0
0.0

0.0
00
00

0.0
0.0

2010
0.0
247

0.0

53.6
0.0
0.0
6.0

125

11
1.1

36.7
0.0

0.0

0.0

2011

00

547
0.0

0.0

219
00

0.0

0.0

pieell somell s =mif

1111111
TEREEER.
1111111
{11111

Construction in progress {
Components and Spares ¢

P

Current assets
Cash and short-term investments
Accounts receivable
Fuel for electric generation
Materials and supplies
Future income tax asset
Other current assets

Other assets
OPEB regulatory asset
Other regulatory assets
Deferred pension asset
Goodwill
Future income tax asset
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2333333

2.00%
3.00%

Long-term accounts receivable & other assets

37 KRR 3827

Total Assets 1

Liabilities & Equity

Long-term debt
Long-term debt
Unamortized debt costs
Less: Payable within one year

Current liabilities
Accounts payable and accrued charges
Income tax payable
Dividends payable
Accrued interest
Future income tax liability
Long-term debt payable within one year

XAV

e

Other liabilities
Other post-employment benefits [ ¢
Regulatory liabilities 13
Environmental liability
Future income tax liability
Long-term accounts payable & accrued charges

Equity
Preferred equity 63
Common equity 1
Retained earnings
Accumulated other comprehensive income

Total Liabilities & Equity 1 KRE

OPERATING STATEMENT ($M)

Revenues
External REEE] 3772
inter-BU au
I F48.1 778
Costs
OMEA

Cost contingency / (reduction)
Cost of power

Depreciation

Interest

Capital tax

RRRRREN]

Income Before Income Tax ]
Current income tax
Future income tax
Total income tax
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Hydro One Brampton Networks Inc. 2010-2014 Business Plan

STRATEGY

Hydro One Brampton is a premier clectricity delivery company in Ontario. The
Company’s Mission is to improve shareholder value by achieving the regulated return
while supplying safe and reliable distribution of electricity to our customers and
continuing to accommodate new development within our franchise area. Our strategy is
to continue to improve our operations with reliability and employee safety of foremost
importance. The current plan continues to focus on productivity improvements and cost
containment by further leveraging current resources, infrastructure and other technologies
such as Outage Management System (OMS), Automated Meter Reading (AMR) and
Smart Metering (SM). As Hydro One Brampton continues to grow, efficiencies will be
realized that will reduce the pressure of rising costs and as a result, the average cost of
servicing customers will remain relatively constant over the planning period. The
Company will continue to invest capital to accommodate future growth and maintain
reliability of existing plant.

The draft report card outlining our proposed key performance measures and targets are
attached as Appendix “C”.

The 2010 Business Plan provides for the continued implementation of Smart Metering to
all residential, small commercial and industrial customers by the end of 2010. This
represents $8.4M in 2009 and $7.5M in capital expenditures in 2010. There will also be
additional OM&A expenditures associated with reading and processing the data from
these meters partially offset by savings from avoided costs of manually reading meters
monthly. All expenditures associated with Smart Metering are expected to be recovered
through incremental rates over the planning period and additions to the rate base in 2011.

In 2010 Hydro One Brampton will begin evaluating the Mobile Workforce Management
module through a pilot installation. This module will allow simplified issuing and
tracking of work and the crews assigned to complete tasks. A successful implementation
of this program will allow it to be expanded to the entire company.

Rates for the 2010 year will be determined using the existing Incentive Rate Mechanism
(IRM). Based on a December 2006, OEB ruling, the deemed debt/equity ratio for 2010
will be 60% debt and 40% equity. The cost of service rate application will be submitted
in 2010 for rates to be in effect in 2011.

The Company received a rate adjustment approval from the OEB in March 2009 for
changes effective May 1, 2009. This represented an increase to distribution rates of $0.43
or 1.6% per month for an average residential customer. The overall customer impact
including all rate changes was $1.64 or 1.4% per month. This plan assumes that Net
Income will be consistent with the OEB prescribed rate of return throughout the planning
period.

This plan is consistent with the Hydro One strategic objectives. While Hydro One
Brampton has onc of the industry’s best safety records and recently reached in 2009 over
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one million hours worked without lost time injury, there will be a continued focus on
reducing the number of incidents and medical aids while searching for new innovative
approaches to keep safety in the forefront. Hydro One Brampton will also celebrate the
success achieved in the safety program. The Company will continue to strive for
improved customer relations and increase customer contacts by senior management. A
customer survey was completed in 2006 which confirmed positive customer opinions of
service levels at Hydro One Brampton. Another customer survey will be conducted in
2009. The Company is committed to maintaining and improving customer service levels
and reliability and will measure the results against other LDCs in the industry. Focus on
staff development and training will continue throughout the planning period. In the 2010
plan, a number of apprentices in trades will be hired to support the work program and
these individuals will require a significant amount of training and development. Hydro
One Brampton is committed to continual Health & Safety Training and skills upgrade for
all of its employees.

The Company is proud to support its employees in their involvement in community
activities and encourage them to be ambassadors of Hydro One Brampton through
participation in the School Electrical Safety Education Program, United Way, various
other charities, the EDA and the Brampton Board of Trade.

Frequent changes continue to impact on the industry, including the new Green Energy
and Green Economy Act and potential changes to regulatory instruments arising from the
transition to International Financial Reporting Standards (IFRS). Known impacts will be
incorporated into the plan as more information becomes available.

Revenues will improve over the planning period as the result of additions to the rate base
and modest customer growth. Hydro One Networks is building a new transformer station
in eastern Brampton with an expected in-service date of May 2010. This station will
require capital contributions and metering expenses of $5.3M in 2010. There will be
ongoing switching restrictions during plant operations which are mitigated through work
scheduling efforts at no additional cost. In heavy peak load situations, such as in the
summer, the ability to switch feeders will be limited due to existing transformer stations’
Limited Time Rating (LTR) values.

Improved communications, such as web access to customer information, will further
enhance the solid working relationships with customers. After fully leveraging current
resources and infrastructure, staffing numbers will increase only as required to meet the
needs of the growing Brampton customer base.

There is an on-going mandate for future growth, rising to meet and exceed customer
expectations and focusing on improvement in reliability of service. The emphasis on
service reliability improvement will be to accommodate new customer connections and to
support customers’ embedded generation requests, as they arise, by facilitating these
connections to the system in a safe and expedient manner.

Hydro One Brampton will continue to work closely with the OEB and support the
government’s initiatives on industry issues. The Company will continue to be cost
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competitive with other LDCs and will confirm this by monitoring its performance
through ongoing benchmarking of key indicators.

OM&A will increase at a fairly constant rate, driven mainly by labour costs and
regulatory activities noted below. The drivers for the increase in 2010 are a 3% increase
in wage rates, the addition of five staff, as well as increased costs associated with OEB
mandated inspections, PCB remediation, transition to IFRS and preparation of the
Company’s 2011 rate application. Hydro One Brampton is currently one of the lowest
cost utilities in the province. This has been accomplished by adopting proactive capital
and maintenance programs, contracting out when there is an economic benefit to be
derived and by negotiating favourable collective agreements over a number of years. A
focus on cost control is achieved through continuous improvement of management
systems, reporting and monitoring of productivity. For example the “Visit to Collect”
system used by the Collections department was automated and streamlined resulting in an
casier system for users, less paper and faster processing of “Visit to Collect” requests.

The current projection for 2009 is reflected in the business plan. The Company
anticipates OM&A and capital will be on plan.

PLAN HIGHLIGHTS

Growth

Residential development within the City of Brampton continues to expand albeit at a
slower pace than recent years. The 2010 business plan includes a reduced customer
growth rate of 1.7% reflective of the current economic downturn. New residential
customer connections in 2010 are expected to be slightly less than half of the 5,500 used
in the previous plan. The expected energy sales relative to the customer growth rate
reflect primarily residential customer growth and relatively little commercial and
industrial customer growth consistent with the municipal plan. Other non-quantifiable
influences such as sub-metering and provincial and regional planning for intensification
are not impactful in the near term and therefore not specifically incorporated into this
plan.

Commitments to the City of Brampton
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Labour Agreements

The current labour agrecements extend through to March 31, 2011, Included in the plan is
a labour escalation of 3% excluding staff additions.

Rebuild Costs

Hydro One Brampton will continue to monitor the age and reliability of all its plant to
optimize the existing in-service life of its system and determine the priority of future
rehabilitation projects. The Company is continuing with 13.8 kV "backbone feeder"
cable replaccments in the Bramalca arca. This will be followed by the replacement of
distribution cables to improve the reliability of service to customers.

Operations and Reliability

In 2010, Hydro Onc Brampton will be looking to expand on the automation available in
its Outage Management System (OMS) through the development of new applications
designed to eliminate all manual processes in the Control Room. Included in this
initiative are plans to integrate the OMS with a new Integrated Voice Response system
and to complete the interface with Automatic Meter Reading (AMR) that was started in
2009. The Company will also be looking to expand on its electronic Work Force
Management system that was started in 2009 with the intent to use this system to manage
all work crews in the ficld. These initiatives support Hydro One Brampton’s strategic
goal to continually improve the reporting and operating capabilities of the OMS system.

Early in 2010, Hydro One Brampton and Hydro One Networks will complete the
installation and commissioning of the new underground feeders to the Jim Yarrow
Transmission Station which will reduce the load on the existing overhead supply.

As a result of the voltage conversion program there will be a decommissioning of three
municipal substations in 2010. Under this program, the lower voltage systems are
converted to 27.6kV to improve reliability, to lower losses and to avoid operating,
maintenance and capital re-construction costs of the substations. In addition the
properties will be available for sale in accordance with the Company’s policy for disposal
of surplus lands.
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Hydro One Brampton will also continue with the program of replacing aging power
transformers at scveral other municipal substations. This was identified previously
during transformer maintenance testing as being in need of replacement and confirmed by
the 2009 Asset Condition Assessment report.

The Company will continue with the testing/destruction/disposal of all PCB’s found
during the testing of all overhead transformers in compliance with the Canadian
Environmental Protection Act.

As part of the Province’s “Green Energy” initiative, the Company will be working
cooperatively with Hydro One Networks towards the OMS/AMR integration as part of
the “Smart Grid” initiative. The scope of this work is still to be defined thercfore a
detailed cash flow has yet to be determined. However, it is expected that the costs
associated with this integration will be minimal and as such, will be covered under the
yearly budget for software upgrades to our existing OMS system.

In 2009, Hydro One Brampton completed two major projects; an Asset Condition
Assessment of all our primary distribution equipment and the development of an Asset
Management Plan for the utility. In 2010, this new methodology will be used to help
prioritize projects and to establish more accurate project and program budgets aimed at
obtaining optimal value from our capital investments. The Asset Management Plan will
also be used in support of the Company’s 2011 rate filing submission to the OEB which
is to be completed in 2010.

The Company will complete the final phase of the downtown Brampton Network system
conversion to our standard distribution system.

As a preventative measure, Hydro One Brampton plans to implement a wood pole testing
program in 2010 to evaluate the condition of its in-service pole inventory totaling
approximately 12,000 poles. This data will form the basis for the pole replacement
program.

Smart Metering

Hydro One Brampton’s Smart Metering Plan is consistent with Hydro One Network’s
and is intended to meet the requirements of the Ministry of Energy. The government’s
directive required the implementation of 800,000 smart meters by 2007 and the entire
province by 2010. The meters must report consumption to customers by the next
business day and be able to provide time-of-use billing or other possible pricing plans. To
meet this directive, significant commitments will be made not only to the installation of
meters but also to the communications and information technology systems to collect and
process the data.

The work plan had commenced in June 2006 with a request for a proposal for the
purchase of smart metering solutions that were being issued by a group of large
distributors in the Province. Hydro One Networks went through its own competitive
process in 2005. Hydro One Brampton is leveraging much of the work that has already
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taken place in the industry to date. The Company has installed over 77,000 meters as at
December 31, 2008 and expects to install an additional 39,000 by the end of 2009. All
remaining meters will be installed in 2010.

The current cost estimates arc preliminary and subject to change. The Ministry of Encrgy
has appointed the IESO as the interim Smart Metering Entity (SME). The SME will be
responsible to develop the plans and rules associated with management and warehousing
of smart metering data. These costs cannot be estimated at this time and are not included
in the plan.

For more detailed information on Hydro One Brampton’s Smart Metering Plan and
implementation schedule, please refer to Appendix “A”.

PLANNED RESULTS

2009 2010 2011 -

Net Income (M$) 2010 Plan 10.1 11.6 12.7
2009 Plan 10.8 11.8 12.5 _

Difference 0.7y  (0.2) 0.2

Regulatory ROE (%) 2010 Plan 848 9.06  9.55

2009Plan  9.00 935  9.50
Difference (0.52) (0.29)  0.05

Capital Expenditures (M$) 2010 Plan 34.8 36,7 219

2009 Plan 348 375 228
Difference 0.0 (0.8) (0.9

OM&A * (MS$) 2010 Plan 19.7 199 209

2009 Plan 19.5 19.8 20.2
Difference 0.2 0.1 0.7

* Excludes capital tax
Material Variance Analysis

Planned net income for 2010 compared to the 2009 plan reflects continued cost control
and revisions to tariff revenues resulting from the current slow-down in growth expected
to continue into 2010. As a result the plan reflects fewer new customer connections,
economic contraction impacts and CDM related reductions in consumption.

ROE is based on current interest rate forecasts and growth assumptions. The 2010
business plan uses a 1.7% average customer growth rate in customer additions and a
decline in consumption resulting in 1.3%, tariff revenue reduction. Assuming no other
changes, if the customer growth rate is lower by 1.0% there would be a decrease in tariff

Confidential Page 7 12/24/2009



Hydro One Brampton Networks Inc. 2010-2014 Business Plan

revenue of $0.3M and a reduction in ROE of approximately 0.2%. As noted above the
year-over-year reduction in the growth assumption is partly due to CDM impacts in
conjunction with increased commercial customer bankruptcies occurring in 2009.

Capital expenditures in 2010 will decrecase plan-over-plan to reflect the anticipated
slower growth. Capital expenditures for new customer connections declined by $1.8M
partially offset by an increase in road widening projects of $1.0M.

OM&A changes are mainly rclated to changes in work force requirements, regulatory
compliance requirements, IFRS transition costs and the timing of underground and
overhead maintenance inspection work. IFRS transition costs are being tracked for the
purpose of future recovery through rates.

LABOUR STRATEGY AND STAFF LEVELS

Staff levels will increase in 2010. Continued customer growth will require additional
staff in Engineering, Lines, and Information Technology. These additions to staff are to
address succession planning and to meet service quality expectations and maintain
acceptable levels of reliability. There are an expected number of retirements throughout
the planning period, and this will present an opportunity for continued activity in
apprenticeship programs. These programs were very successful in the past and it is
expected to result in an increase in the number of apprentices on staff. A staff
development plan will also be designed and put in place to proactively address succession
needs.

In a typical year, it is expected that about eight terminations, resignations or retirements
will occur and this trend is expected to continue in future years.

Projected
2000 2000 200 [} B B
Regular staff headcount:
Beginning Year Staff 200 208 28 I B
Vacant positions carried forward 3 5
Annual Regular Staff Attrition 8) 8) )
Annual New Hires -~ Replacements 8 8 8
New positions 5 5 3 o
Total (Year End Staff) 208 218 221
Regular Staff 2010 Plan 208 218 221
(headcount) 2009 Plan 214 219 222 -
Difference (6) (1) 9]
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SIGNIFICANT ASSUMPTIONS AND INTERDEPENDENCIES

The regulated ROE was reduced to 9% in 2006 due to a reduction in the 30-year rate for
bonds. Rate riders for recovery of other regulatory assets ended with the implementation
of the May 2008 rates. ROE over the planning period is based on interest forecasts for
those years.

This plan incorporates the costing assumptions as outlined in the corporate guidance as
applicable to the Company. No adjustment has been made in this plan for the potential
impacts of the harmonization of the Ontario Retail Sales Tax and the Federal Goods and
Services Tax.

See Appendix A for Smart Metering assumptions.

RISKS TO PLAN AND MITIGATION STRATEGIES

Regulatory/Political Change

There arc several considerations with respect to the regulatory and political environment.
The following risks may impact this plan:

e There are a number of new/current regulatory, legislative and compliance
requirements including a 2011 rate application, transition to IFRS, Smart Meters,
Smart Grid and the Green Energy and Green Economy Act which may in aggregate
generate upward cost pressures on OM&A.

e The Green Energy and Green Economy Act was introduced by the Province in early
2009 and it is difficult to assess its impact at this time. Currently the mechanism for
regulatory treatment and recovery of “Green Energy” costs is unclear. However,
Hydro One Brampton has added $0.5M to OM&A for anticipated expenses for
potential green initiatives in the business plan.

e In April of 2006, the OEB issued a notice to all LDCs advising that the OEB will
proceed with a multi-year Electricity Distribution Rate Setting Plan involving a Cost
of Capital and Second Generation Incentive Regulation Mechanism. The purpose of
this plan is to provide greater regulatory certainty to distributors during 2007 to 2010
and to begin to drive efficiency improvements in the distribution sector and to lay a
foundation for the third gencration incentive regulation mechanism. This could have
an impact on revenues generated to cover OM&A costs. This plan has been prepared
based on correspondence from the OEB that the rates will be rebased in 2011.

e A “memo” account was established by the OEB to track and record variances that
result from the difference between the OEB approved PILs amount and the actual
billings that relate to the recovery of PILs for the years 2001 to 2006. The OEB also
provided a mechanism to make annual adjustments for variances between estimated
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liabilities resulting from the OEB approved PILs methodology and actual tax
liabilities.

The OEB has indicated that the accounting for these differences has been inconsistent
and further analysis of these amounts is required prior to any disposition decision,
which is expected before the Company’s’ 2011 rate application is filed. With
interest, this amount will increase to approximately $2.8M by April 2011. Assumin

that there are no changes to this account associated with the OEB’s

e With the added focus on conservation and demand management, LDCs could
experience a decrease in usage, which could lead to reduction in revenues. The
current plan provides for an estimate for reduction in usage. Future rate adjustments
will be based on a forward test year, which will provide for changes associated with
CDM impacts.

e Smart metering and the timelines to have these meters in place, continues to present
business risks in current and future years. Currently the OEB has not formally
addressed how Smart Metering stranded costs are to be recovered. Disposition of
these costs will be determined in a future proceeding of the OEB. Until then, these
costs arc being left in the balance sheet and amortized over the original remaining
useful life.

e Further rationalization of the distribution sector could have positive or negative
impacts on the future operating results. The government lifted the moratorium on the
purchase and sale of assets by Hydro One and also suspended the transfer tax on the
sale of electricity assets between publicly owned utilities in Ontario until October
2009.

e Canada currently uses Generally Accepted Accounting Principles (GAAP) to
determine the appropriate accounting and financial reporting required for the
preparation of financial statements. Outside of Canada (excluding the United States),
the equivalent to GAAP is International Financial Reporting Standards, otherwise
known as IFRS. Canadian standard setters and regulators have decided that we should
adopt IFRS in Canada in place of GAAP. This is a significant change for all Publicly
Accountable Enterprises including Hydro One Brampton. This transition from
Canadian GAAP to IFRS will occur over several years. The official adoption date is
January 1, 2011; however, we will have to apply IFRS fully to the 2010 financial
statements because of the requirement to present two-year comparative information.
We will have to review all of our accounting policies and procedures across The
Company. As a result, there may be substantive changes required to systems and
processes. The transition costs for this change are included in OM&A in the 2010
Business Plan. Further, the 2011 rate application will be filed in IFRS.

e The introduction of time-of-use rates for residential customers carries the risk of a
negative customer reaction. This could be felt in escalated call volumes to our
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contact centre, as well as negative media attention. In the Plan period we will
develop and implement a customer communication plan concerning time-of-use rates
to aid in the mitigation of this risk.

Operational Risks

Economic downturn in the economy poses a significant risk to our residential,
commercial and industrial revenue base, as well as increased bad debt due to
customer defaults. Hydro One Brampton is closely monitoring these high dollar
value accounts to mitigate the impact of this risk on the financial results. There is also
some potential for an increase in the cost of pension funding. The OMERS Board is
considering options and it is not possible to quantify the impact at this time.

A key factor in this business plan is the assumed 1.7% increase in customer additions
and a 1.3% tariff revenue reduction. If there are any further downward trends in
economic conditions, such as reduced GDP growth or increased inflation and interest
rates, our customer growth rate will be unfavourably impacted. For instance,
decreased economic activity would likely have a dampening effect on the residential
housing market and slow down subdivision development and new customer growth
rates. Hydro One Brampton has the ability to adjust its workforce for changes in
workload by utilizing contractors.

Hydro One Brampton has a risk related to in-service PCB contaminated oil filled
equipment. Due to continuing conversion projects over the last number of years a
large number of contaminated units have been removed from service. Hydro One
Brampton has determined the locations of remaining in-service units and is actively
working on a remedial testing and phase-out plan consistent with current legislation.
There is a risk that the number of contaminated transformers may be higher than
anticipated which could have a major material impact on capital and maintenance
budgets.

Employee demographics are similar to the rest of Hydro One. Approximately 30% of
staff are 50 years old or over and may be cligible to retire in the next five years. The
average age of all employees is in the mid 40’s. Key vulnerabilities exist in senior
management and in IT specialty areas, and it is anticipated that “Green Energy” and
infrastructure investment initiatives will increase the demand for electricity energy
specialists. Known challenges associated with human resources have been identified
and plans are being developed for mitigating this risk. The Company has developed a
succession plan for key positions in the organization and will be ensuring that this
plan is let up to date. In addition, the staffing strategy has been adjusted to allow for
anticipated losses of key trade groups through retirements.

A risk continues with respect to the collection of Late Payment Charges that may
result in the refunding of sevcral millions of dollars. A Supreme Court Ruling against
Enbridge Consumers Gas in favour of Garland could be indicative of a potential
ruling against Ontario electrical distribution companies in a similar suit filed against
all LDCs. Hydro One Brampton has limited further potential exposure by being one
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of the first LDCs in Ontario to reduce the late payment charge to 1.5% per month in
advance of OEB recommendations to do so. The OEB has approved the recovery of
these amounts from current customers.

e Changes in weather contribute significantly to reliability, OM&A and revenues.
While the plan provides for a normal level of storm activity and the Company’s
system is designed to standards that meet a high level of reliability, abnormal storm
activity could materially affect restoration of the distribution system. To address
these abnormal activities, therc are existing mutual aid agreements in place with
several neighbouring utilities which could be activated in a timely manner if
necessary.

e Hydro One Brampton’s ability to execute its capital plans during the summer months
due to feeder switching restrictions may be affected by delays to the proposed spring
2010 in-service date for the new 230kV fecders from Hurontario Switching Station to
Jim Yarrow TS or the proposed spring 2010 in-service dates for the new Goreway
TS. Maintenance activities may also face the same switching restrictions during the
summer months. Additionally the loading may be at a point that it encroaches on
existing Limited Time Rating (LTR) values, limiting the ability to switch feeders (as
mentioned above) and possibly affecting the speed of the Company’s response to
system outages. Hydro One Brampton is developing plans to mitigate operational
and capital impacts.

e Hydro One Brampton’s assets are widely distributed throughout our community and
as such there is always a risk to public safety. We have a robust Public Safety
program which includes safety programs through schools, participation in community
programs such as “safe city” and various emergency preparedness exercises, “call
before you dig” communication programs, and education programs for civilian
emergency responders.

e Hydro One Brampton’s Pandemic Plan is included in our Emergency Response Plan.
The Company has worked closely with Hydro One Emergency Preparedness to
ensure its plans are consistent. In 2008/2009, Hydro One Brampton has been
working on Business Continuity/Resiliency Planning to help it move towards the
next level of preparedness. This Business Continuity Planning included development
of a P.RIM.AL. (People, Reputation, Information technology, Management,
Assets/equipment/supplies, and Locations) team that brainstorms various
scenarios/solutions. The Company has also been in close contact with Hydro One
the recently regarding the HIN1 Flu. Hydro One Brampton is confident that its
efforts will allow the Company to meet the challenges of a future Pandemic if it ever
does occur.
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KEY SUPPLEMENTARY DATA

The following graph depicts controllable cost per customer. OM&A will increase at a
fairly constant rate, driven mainly by labour costs and anticipated economic adjustments
to materials and supplies, while continued customer growth will reduce OM&A per
customer over the planning period. OM&A per customer is higher in 2009 primarily due
to an increase in the provision for doubtful accounts and IFRS conversion expenses.

Note:* Includes capital tax

For the years 2008 through 2010 inclusive, Hydro One Brampton will incur higher than
normal levels of capital expenditures mainly due to Smart Metering, capital contributions
towards the construction of new T.S.’s and IESO requirement for wholesale metering
upgrades.
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The System Average Interruption Frequency Index (SAIFI) and the System Average
Interruption Duration Index (SAIDI) are graphically depicted below. In view of the
growth in Brampton, the Company will be concentrating on maintaining a high level of
reliability in future years. Expenditures to accommodate customer and load growth will
limit the Company’s ability to spend capital specifically to reduce the number of outages
SAJFI)

Etforts will be focused on reducing the length of outages (thereby improving
SAIDI) by introducing procedures and monitoring equipment and with the
implementation of the Outage Management System.

Confidential Page 14 12/24/2009



Hydro One Brampton Networks Inc. 2010-2014 Business Plan

While the number of customers continues to climb, the number of employees will
increase at a lower rate. Continued growth will increase workloads resulting in staffing
pressures and accordingly moderate increases in staff are planned.
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APPENDIX A

2010 HYDRO ONE BRAMPTON
BUSINESS PLAN — SMART METERS
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1.0 Smart Meter Strategy

Vision — to deploy a Smart Metering solution that meets MOE requirements at the
lowest possible cost and is an enabler for other business processes and
transformations:

e The government’s smart meter directive requires the implementation of 800,000
smart meters by 2007 and the entire province by 2010. The meters must report
consumption to customers by the next business day and be able to provide the
delineation required for time of use billing or other possible pricing plans.

e To meet the directive a new infrastructure of both communications and
information technology is required to collect and process transactions in a timely
manner.

The following picture is taken from the Ministry of Energy and outlines the roles of
various parties.

Meters

R @ @ N ; Regional
. Collector

AMRC
AMCD . Advanced Metering Advanced
Advanced Metering Communication Device ~ Regional Collector Metering
Control

Customer Information
and Billing Systems

R,
Retailers, Energy
Service Comparies

Customer

Monitors In-home
displays

Third Parties

As illustrated Hydro One Brampton will have an accountability to own and install
the smart meters, collect the data via a computer application (AMCC) pass the data
to a central third party(s) data warehouse, and receive the data back for customer
billing. To realize the strategy, an assessment and test of available technologies and
architectures was undertaken by Hydro One Networks.
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Smart Metering Installations

Given the geographic terrain and dense residential population, Hydro One Brampton is
utilizing a smart metering system that employs a mesh network to communicate with a
regional collector. Data from this regional collector will be backhauled to Hydro One
Brampton’s offices for processing via existing cellular technology. This process is
referred to as Stage | Implementation. This initial network is also capable of supporting
in-home CDM devices and multi-utility functions. It is expected that the level of funding
to support Stage 1 Implementation form the basis of the OEB plan for smart metering.

Hydro One Brampton is working together with Hydro One Networks to maximize
efficiencies and replace this cellular technology with fibre and/or Wimax
communications. This will help to reduce the maintenance costs associated with meter
reads while allowing The Company to implement other functional services at a later date.
This process is referred to below as Stage 2 Implementation.

Thesc services could include the following:
¢ Power Quality

Feeder Analysis

Mobile Dispatch

Mobile Time Reporting

Mobile Accomplishment Reporting

Mobile Assct condition & Defect Reporting

Safety Monitoring

Fleet Management

Asset Security

Cellular — Paging — Email

Optimized dispatch

Automated Map Updates

Hydro One Networks developed a proof of concept site and pilot applications to test
feasibility. The results allowed Hydro One Brampton to confirm the preferred network
architecture and allow this initiative to move to implementation.

Stage 2 Implementation will require an evaluation, selection and implementation of a
communication network that will facilitate the above mentioned services. This network
can be built after the meters are installed and can displace the cellular backhaul. This
strategy will mitigate carly technology risk while still enabling the future development of
a Smart Network.
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2.0 Overall Plan Highlights

e A work plan is under development that will allow the focus of the project to
migrate from strategy and sclection of the end state infrastructure design (Smart
Network) to implementation of the infrastructure required to support Smart
Meters.

o The following table outlines the cxternal and internal milestones as they are
currently understood.

2006 2007 2008 2009 2010

External
Bill 21

Metering RFP / Selection

SME RFP
SME Implementation Plan
SME MDMR

800,000 meters

4.5M meters m

Iinternal
Hire a Smart Metering Co-ordinator

Investigate and confirm products

Acquire meters

Smart Meter Rollout (Cummulative) OK 37K 77K 116K {134K

TOU Billing
Updated Commercial Proposals Imeters, Network, Integration)
(From Networks and other LDC's)

A number of external milestones have the potential to impact on the current project
timelines:

e A RFP has been developed by the large distributors in the province for use by
all LDCs. Hydro One Networks went through its own competitive process and
is sceking confirmation that we can use it to acquire Advanced Metering
Infrastructure (“AMI”).

e The IESO has been identified as the interim Smart Meter Entity (SME is the
data warchouse that is inserted in the middle of the meter to bill process). The
SME will develop plans that will allow Hydro One Brampton to facilitate
TOU billing capability.
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3.0 Plan Highlights — Smart Meter

The Smart Meter initiative is designed to meet the Minister’s directive to provide
customers with time differentiated consumption information. Further, the underlying
infrastructure to support this initiative (i.e. supporting tclecommunications, back-office
meter data management, Customer Information System (CIS) upgrades and other support
IT) can be leveraged to support other productivity initiatives within the company. It is
expected that the total estimated capital cost for Hydro One Brampton’s Smart Metering
from 2006-2010 will be $26.6M.

2008 | 2009 2010
Smart Meter installations (000) 40 39 18
Revenues/Recoveries ($M) 1.3 2.1 3.1
Capital Expenditures ($M) 5.7 8.4 7.5
OM&A impacts ($M) 0.3 0.3 0.3
Depreciation new meters (15 yr life) ($M) 0.5 1.1 1.8
Staff - Full Time Equivalents 3 3 3

There are a number of major assumptions that affect the cost of this initiative:

e The costs above include all IT related enhancements including integration of
AMR systems to the SME, billing (CIS integration and open market systems).
All residential customers get a smart meter.
An allotment has been made for changes to customer’s services where there are
safety concerns;

e A base assumption has been made for installations costs.

Opportunity

This initiative provides the basis for meeting the smart meter objectives as announced by
the Energy Minister. It provides hourly meter reads and the ability to communicate to
customers by the next business day. It also provides business benefits in the areas of
meter reading (automates), customer communications (lower bill ecstimating),
rudimentary outage detection, and other IT enhancements to support meter data
management and meter deployment processes.

Customers must be able to understand consumption patterns that align with various
pricing structures being contemplated by the OEB. The Minister’s directive contemplates
replacement of all Hydro One Brampton meters by the end of 2010. Daily reads of meters
are also required by the Minister’s directive to support this objective.
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By 2010 customers will have access to consumption information time differentiated in
accordance with currently contemplated (Regulated Price Plan (RPP) / Critical Peak
Pricing (CPP)) rate structures. This information will be available to customers by next
business day and will also be capable of being used for billing purposes. Information
Technology that supports these new requirements will be updated as necessary and is
included in this business plan.

Scope:

e The installation of 134K Hydro One Brampton Meters by 2010

e Acquire, upgrade, replace IT Systems (AMR, iTron’s MV90, CIS SerViewCom)
e Build out telecommunication platform to support AMR and CDM

It is assumed that the Regulator will allow full recovery of the total costs net of benefits.
However, there is the possibility that the Regulator will allow rate recovery on the total
cost and provide some gain sharing opportunity for benefits derived from productivity
gains.

4.0 Plan Highlights — Smart Network

The Smart Network initiative seeks to leverage the investment in the required
telecommunication platform to provide advanced functionality in addition to the Smart
Metering initiative. The technology being evaluated provides a high bandwidth wireless
network that would support numerous core applications and would have sufficient
capacity for additional third party revenue generation.

Funding for Smart Network implementation has not been included in this plan however,
Hydro One Brampton has reviewed the results of its initial project and will be proceeding
with this current plan based on our experiences to date.

5.0 Risks and Mitigation

There arc a number of potential risks related to the Smart Meter and Smart Network
initiative.

Smart Meters are a relatively new technology without any significant deployment to date.
The communication technology in the meters as well as the software applications to poll
for data and manage meter transactions and exceptions is far from mature.

The Smart Meter implementation plan, procurement process and the specific roles and
responsibilities in many cases remain at a high level. Hydro One Brampton is leveraging
Hydro One Networks 2005 RFP process in order to procure its own wide area network.
The functional requirements of the SME are critical information required before the
Hydro One Brampton plan can be further developed.
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The following table outlines risks and mitigation strategics being employed at this time.

Regulatory » Maintaining watch on MOE developments (specs,
accountabilities, timelines), requested written direction
from MOE on Hydro One Brampton approach

»  Minimal expenditures prior to cost certainty
« CDM funding in place for initial steps
Financial » Staged deployment to reduce technology risk
+ Competitive procurement process for product and services
Reputation » Maintaining plans to meet provincial timeline
+ Resources for IT development and business process design
are scarce. Installation resources are also scarce and
outsourcing will be used when possible

Business » Applications and telecommunications have been

Efficiency and architected as enabling platforms

Effectiveness

6.0 Commercial and Industrial Rollout.

Throughout 2009 and 2010, Hydro One Brampton will begin to deploy Smart Meters to
small Commercial and Industrial customers whose demand does not exceed 200KW. At
present, there are approximately 8,000 Commercial and Industrial customers scheduled to
have Smart Meters installed by 2010.
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APPENDIX “B"
Productivity Initiatives
Cost Containment/Efficiency Gains

e Second assignment of uncollectible accounts - In order to increase recoveries of
accounts sent for collection, Hydro One Brampton is undertaking an opportunity
to have the ability to re-assign accounts sent initially to a credit and collection
agency to an alternative second credit and collection agency.

e On-line meter reading edits - This is a process upgrade from manual readings to
being able to read and edit meter readings on-line.

e Enterprise Content Management Solution - This initiative encompasses the
electronic collection, storage and retrieval of all Hydro One Brampton documents.

e Commercial and industrial Smart Metering accounts - Hydro One Brampton is
going to embark upon working jointly with Hydro One Networks in resolving
issues relating to commercial and industrial Smart Metering accounts. This is to
allow the sharing of knowledge and experiences between the two organizations to
ensure specifications and requirements are identified before the purchase of
product.

e Improvement to completing construction design revisions - There is currently a
cumbersome process in completing construction design revisions. A change to
streamline this process is by having the construction design revisions completed
by engineering technicians in CADD.

e Improve the manner in which external Public Utilities Coordinating Committee
(PUCC) requests are processed - The Company is going to re-evaluate
requirements to complete this task and scale back where possible. This will result
in a reduction in time spent in completing PUCC’s.

e Investigate the use of composite poles instead of wood/concrete - Hydro One
Brampton is going to evaluate the benefits of utilizing composite poles versus
wood and concrete poles in terms of labour, material and maintenance cost
savings.

e Improved workforce management of field crews and customer response time -

This is a pilot project to field test a workforce management system. A successful
implementation will result in further expansion to include field crews.

Confidential Page 23 12/24/2009



Hydro One Brampton Networks Inc. 2010-2014 Business Plan

Green Energy Initiatives

These initiatives represent Hydro One Brampton’s plan to bring itself into alignment with
the Province’s “Green™ initiative:

e Establish contacts with the City of Brampton and the Region of Peel to create a
collaborative working relationship specifically focused on facilitating “Green”
projects.

e The Company is considering the purchase of more environmentally friendly and
energy efficient vehicles such as hybrids in the interest of minimizing its
environmental impact and carbon footprint.

e Smart Grid with Hydro One Networks - Hydro One Brampton is going to work
towards integration of OMS and AMR with Hydro One Networks as part of the
Smart Grid initiative.

e To remove all PCB contaminated equipment - As a requirement to meet PCB, the

Company has commenced in 2008 a program to manage the testing, destruction
and disposal of all PCB's found in its transformer equipment.
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e APPENDIX “C”

2010 Report Card

Performance Measures Target
© Net Income after Tax ($M) $11.6
7]
& |Increase Shareholder Value
E Controllable Cost Index < 100%
L (OM&A actual / OM&A budget) ¥ g
e - Customer Service Index 3019
2 £ . : (# of measures meeting targets) | ndicators
o -'é Meet Service Quality met
@ Commitments Reliability Index ,
3k (meet both SAIDI & SAIF Yoo
© targets) o ¢
9 § Work Program Achievement
2 2 | Achieve Operational (% of projects under the control 90
g 8 |Excellence of HOB completed within the Al
m X total budget)
®
£
S £
'ﬁ 2 | Achieve Health & Safety Employee Safety (Lost-time 0
‘e & |Excellence injuries)
S h
2
O
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GAAP

2011-2015 HYDRO ONE BUSINESS PLAN

Bramplon

BUSINESS UNIT DATA

Reveni Smarl Meter Revenue
Distrib revenue
Extarnal revenues
Rural retail customers
Remole cusiomers
Transmission tanff {from O]
Facility charge
Rural rate assistance (from IMO)
Remotes subsidy (from IMO)
Other IMO related

Inter-BU revenues
Cther fee-for-service

Costs (M)
Gross OMEA
Unidentified cost contingency/{reduchon)

Cost of power
Retail cost of power (commodityTx/IMO)
Fuel (Remotes)
Other cost of goods sold

Depreciation
Depreciation on fixed assels
Losses / (gains) on fixed asset disposal
Assel removal cosls
Amortization of OPEB regulalory assat
Amortization of other regulatory assels
Amortization of goodwil
Other amortization - PCB

Interest
Interest on HO debt
Interest on external debl
Treasury admin costs
Amortization of deferred debt costs
Less: Interest capitalized
Less: interest mprovement

Capital tax ($M)
Net income before tax
Current Income tax (excl, tas associated with whte-offs)
Future Income Tax Expense
Write-offs (before tax impact)

Income lax associated wih wrile-offs
Net income

Other comprehensive incoma
Effectve Tax Raie

Preferred dividends

Common dividends
Assets ($M)

Fixed azsets
Fixed assetls in service (excl intangibles)
Components & Spares
Accumulated depreciation (excl intangibles)
Construction in progress

Current assefs
Cash and short-term investmants
Accounts recenvable - external
Accounts recevable - intemal
Fuel for electnc generation
Materals and supphes
Future Income Taxes - current
Other current assets

Other assels
OPEB regulatory assel
Environmental regulatory assel
Other regulatory assets
Deferred pension asset
Investments
Goodwil / Intangible
Future Income Tax - Long Term

TBP11Bram GAAP Jun 1xs - TMain
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3370
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GAAP Erampton
2009
Deferred OPEB receivable [iXi]
Long-term accounts receiveable & other assets 00
Liabilities & Equity ($M)
Debt
Exlernal debi 00
Unamartized debl costs {06)
Unamartized premiumidiscount on bonds 0.0
Current liabilties
Accounts payable & accrued charges 515
Income tax payable (11
Dwidends payabie oo
Accrued interest ik}
Future Tax Regulatory offsel 0.0
Long-term debt payable within one year oo
Other liabilities
Other posi-employment benefits 59
Regulatory labilities 06
Environmental ability 01
Future Tax Regulatory offset 79
Long-lerm accounts payable & accrued charges 18
Equity
Preferred equity
Commen equity 51.5
Retaned sarmings 553
Accumulated other comprehensive income oo
Capital Expenditures {$M)
Capital expenditures (excl intangibles) 29,608 24 661
In-service additions I 6.012
Capital Exp Intangiblas 6230 0.555
Staff
Regular - excl. surplus (year-end)
Surplus (year-end)
Non-regular (FTE=)
OMAEA details - incl in OM&A above ($M)
Surplus staff costs
Grants-in-lieu
Property tax adjustment
Tax details - incl. in tax above ($M)
Capital tax paid oulside Ontanio
Income tax paid outside Ontario
STATEMENT OF FINANCIAL POSITION {$M)
Assets
F& Cost excl Intangibles
Fixed assets
Fixed assets in service
Less Accumulated depreciation
Consiruction in progress
L2027

Current asseis
Cash and shori-term investments
Accounts recewvable
Fuel for eleciric generation tn
Matenals and supplies
Future Incame Tax Assel
Other current assets

Other assets
OPEE regulatary assat 3
Other regulatory assels LE}
Deferred pension asset o1
Goodwill
Future Income Tax assel
Long-term accounts receivable & other assats
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GAAP Brampton

Total Assets I' '-, '! ',-. ]

Liabilities & Equity

Long-term debt
Long-term debi
Unamortized debl costs
Less Payable within one year

Current liabilities
Accounts payable and accrued charges <3
Income tax payable (11 1.0
Dwidends payable
Accrued inlerest (k]
Future Income Tax Liability i f
Long-term debt payable within one year uil)

==

Other liabilities
Other post-employment banefits
Regulatory habilities
Emvironmental hability

Future Income Tax Liability T

Long-term accounts payable & accrued charges 1.4
Equity

Preferred equity

Common equity

Retained eamings 3
Accumulated olher comprehensive income 000

Total Liabilities & Equity | KR

OPERATING STATEMENT ($M)

Revenues
External
Inter-BU

Costs
QMBA
Cost contingency / (reduction)
Cost of power
Depreciation
Interest
Capital tax

Income Before Income Tax | 14 HAE
Current Income Tax FRZT
Future Income Tax
Total Income tax 1

Income Before Write-offs I ERR

Write-offs (before incoma tax)
Income tax on write-offs
Net write-offs |

Net Income | 10 355

Other comprehensive income

Comprehensive Income |

Net Income L

Less
Preferred dividends
Commen dividends

Change in Retained Eamings |

CASH FLOW STATEMENT ($M)

TBP11Bram GAAP Jun 1.4 - Thain
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GAAP

Cash Flow from Op
MNet income (before write-offs)
Depreciation (net of assel removal costs)
Change in working capital

Less:
Capital expenditures
Changes in other assels & habilities
Dividends

Net Cash Flow |

OTHER KEY RESULTS

Financial Statistics
Debt ratio (%) 55
Retumn on common equity (%)
EBIT {3M)
Captal expenditures ($M)

OPTIONAL CALCULATIONS (Red inputs)
v s | Equity Inj

Target capital structure (% equity)
Met assets
Equity adjustment neaded to achieve target

Equity injection flag (1 = yes)
Equity injection

W ety

Coa

Negalive dividend flag (1 = yes)

Dividends incurred in current year (unconstrained)

Negative retained earnings flag (1 = unconstrained)

Dividends incurred in current year {constrained)

Parcentage of current year dividends paid in current year
Portion of current year dividends paid in current year

Portion of current year dividends paid in following y. 00

s pad 1 cu

Debt ratio after adjusting for outstanding dvidends

Cash and Shert-Term Investments ($M}

New Debt 10.000 47 000
Use cash / interco demand facility as plug (1 = yes) 1.000 1.000
Hydro One long-lerm debt 153,000 200 000
Exiernal debt
Met assets 281 7492 256 TOF
Input cash leval =

Cash and saor-term mvesime

OPTIONAL CALCULATIONS (Pink inputs)
Datai TTOWIn

MNew borrowing -term (% of total borrowing )
S-year . &
10-year 0 500 0.500
30-year PR !

MNew borrowing - interest rate (%)
S-year 0.034 0039
10-year 0.044 0.049
30-year 0.055 0060

MNew borrowing ($M)
S-year
10-year
30-year

Debt ($M]

TEP11Bram GAAP Jun 1 s - TMain
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GAAP
2009
Debt outstanding
Provincial debt Y]
Non-mirrored demand debt oo
Extemal debt 1

Other long-ferm debt 1534
Shori-term debt / cash 14 §

Provincial debt 0o
Nor-mirrored demand debt 0.0
External debt 0.0
Other long-term debt i

Short-term debt / cash Xy

Interest (sM)

Interest rates (%)
G0-day Banker's Acceptance
Adustment to 90-day BA - barrow from Treasury
Adjustment to 90-day BA - lend o Treasury
Average cost of long-term debt

Provincial debt
Non-mirrored demand debt
External debl

Other long-term debt
Short-term debt / cash

Pravincial debt
MNan-mirrored demand debt
External debt

Other long-term debt
Short-term debl / cash

Deferred debt costs (M)

Provincial debt
Non-rirrored demand debt
External debt

Other long-term debt
Short-term debt / cash

Provincial debt
Non-mirrared demand debl
External debt

Other long-term debt
Short-term debt / cash

Premiumidiscoun 5 (M

Frovincial debt
Non-mirored demand debt
External debt

Other long-term debt
Short-term debt / cash

Provincial debl
Non-mirrored demand debt
External debt

Other long-term debi
Shori-term debt / cash

Hedge gainfloss (§M)

Provincial debt

Non-mirrored demand debt = = L 118 A ¥ {
)

Extemnal debl - - B JR e ] f !
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APPENDIX F: INERGI SUSTAINMENT COSTS

Accountabilitics

Networks Contract Management (Don Mclnnes) will coordinate the Inergi Sustainment costs
business plan with specific inputs as follows and will be required in advance to ensure the Inergi
Sustainment business plan is provided by May 21, 2010 to Paul Zimba with a CC to Mare Villett
and Debra Vines. Scparate emails will be distributed with the planning template for Inergi
Sustainment costs.

e (SO -David Adams

e Sctilements -Graham Henderson

e linance -Anjum Khan

e IR - Elisa Piserchia / Judy McKellar
e SMS -lane Mock / George Carlion

e []|S -Christine Loube / 1) Blais

Details Required
As part of the updated submissions, the business units are to comment on plan-over-plan changes
and year-over-year changes. The following details are required:
e Costs in the planning period - 1.¢. what services are being purchased;
® Changes in basc line and reasons for the change: COLA, ARCs/RRCs, OPEB: Separation
of Scope and Volume changes that are "approved” (approved change orders) and those
that arc “forecast™ (discretionary );
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2011 - 2015 Hydro One Business Plan Instructions

deb.vines

to:

m.darcey, n.mecqueen, wayne.smith, t.i.goldic, peter.grogg, john. fraser, joe.agostino, ralbert,
paul.marchant, carmine.marcello, john.macnamara

06/05/2010 04:09 PM

Sent by:

L7l

susan.e.frank, stevensr, don.ncinnes, david.cuntis, steve.strome, Jjudy.mckellar, chris.price,

Vince. Alicandri, mike.penstonc, george. carteton, grossini, mike.sheshan, m.morrissey.oryan,
gary.gough, allan.cowan, mark. fukuzawa, a.cuieman, d.hardv, Jane.Mock, ajay.puri, stan but,
rick.rhodes, jgribbon, tpaui, sue.rob, ¢ truax, una.oreilly, Dave.Farrell, christine.loube, ian.malpass,
natalia.gaydukevych, brad.colden. Scot.Hutchinson, allan.david, lily.yee, laura.cooke, David.Adams,
LeeAnne.Cameron, r.ens, peter.erdman, karen.newman, Nina.Cuyegkeng, marc.vi llett, Ryan.LEE,
paul.fraser, p.mcmuilen, Robert.Cultraro, Paul.Zimba, robert.berardi, deb.vines, brad.mavins,
1an.malpass, Elisa.PISERCHIA, anne-marie.reilly, george juhn, Bing. Young, jj.blais, Michael. Winters,
lei.wang, doug.clare, bill.christic, kathleen kerr, jason.macdermott, Mario.Mallozzi

Show Details

History: This message has been replied 10 and forwarded.
<<2011-15 Business Plan Insiruciions.docs>

Please find attached ihe Business Planning instructions for 2011-15. The 2011-15 business planning instructions
apply to all business unite/departments and subsidiaries. Unlike lest year we will not issue separate instructions
for each phase of the process, with the exception cf the APD process. Asset Management issued separate
instructions on May 4 related to the input of AFDs into HIFP. The business planning instructions have been
divided into sections that are applicable to each phase of the process so that you only have to read the sections
applicable to your unil,

In its recent decision on Hydro One’s 2010/2011 Distribution rate application, the Ontario Energy Board (OEB)
reduced our approved operaticnz, maintenance and administration (OM&A) expenss by $40 million in each year
; by $48 million 343 million i

from our plan. They also reduced our Distribution capital expenditu

i Consequently spending plans tab cped consistent with this level of spend on
an ongoing basis. The specific impact of the OEB's 2010/11 Distribution decision on ‘ndividual departments
and/or work programs is well underwey. 1t is clear from the OFB's commants in their decision that they expect

Hydro One to focus its spending prioritias.

Therefore, given the current environment Hydro One faces itis Importan; th;f:?. all cosls included in your 2011-15
business plan are necessary and supportable. All units will be asked to justify their 2011-15 planned
expenditures and staffing levels and clearly explain any varianess vs. previous year's actuals and plan.
Justification of planned expenditures is required even i vau are not requesting an increase vs. the 2010-14 plan.
Additional direction on 2011-15 plar expenditure levels is provided in the busginess plen instructions document.

Key Changes for the 201115 Eusiness Planning Cyoiz Inciude:
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o November Board meeting (o approve ihe Businzss Pian and Budget (An interim plan will not be
presentad in mid year)

o The work program will be priced for planring purposes in both Canadian GAAP and IFRS for 2011-
15. This is necessary due to uncertainties regarding the outcome of the Rate Regulated Accounting
exposure draft currently being reviewed by ihe international Accounting Standards Board

o Revised APD format

o Streamlined staffing templates

o Revised CF&S plan template

o Condensed timefraine (fewsr iteral'ons)
Key Dates
Date Day

21-May Fri CF&S costs {including Incrgi sustainment), business plan write-ups, and staffing
approval requests due to Corp Finance

CF&S Cost Allocation inputs due to Comporate Finance

First Draft APD submissions to HIPP
31-May Mon AM Direct business plan, Customer Care Support, Fleet, Network Operating, Customer
Business Relations, Depreciation, external revenue and cost of sales. inventory plans due to Corporate
Finance
14-Jun Mon Remotes and Telecom business plans and ternplates due to Corp Finance (incl. staffing
approval requests)
21-Jun Mon  Senior review and fuedback of Sceond Drafi APDs completed
22-Jun Tue EC Review: Remotes and Telecom business plans (incl. staffi ng approval requests)
29-Jun Tue EC Review: CEF&S business plans, stafiing approval 1cquests and inergi Sustainment
30-Jun Wed Third draft o' APDs updated. Final “Pricing” of all Programs and Projects in current
dollars input into HIPP.
4-Aug Wed Review of Asset Plan and draft finaneials by Senior Management (like Sunnybrook)
13-Aug Fri Drait OB business plans and staffing requests submitted to Corporaie Finance
20-Aug Fri Draft Asset Plan Document submitteq to Corporate Finance

Draft Green Energy plan submitted to Corporate Finance
23-Aug Mon  Asset Manageraent (o provide list oi productivity initiatives for Noetworks
14-Sep

Tue BC Review: Asset Plan decument, AM direct business plan, F&CS business plan and
staifing approval requests
21-Sep Tue EC Review: Grid Operations and Customer Operations business plans and staffing
approval requests
11-Nov Fhu  #1i Board Approval: 201 1B and 2012/2013 Qutlook
14-Dec swe 2011 monthly budgets due to Corp Finance
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Hydro One Brampton Networks Inc. hvd ("3
Submission to the Brampton Finance, Regulatory & Polic 4 rgne
Committee

Date: May 26, 2010
Subject: 2011 Draft Business Plan and Financial Summary

Recommended and Approved for Submission to the Committee by:

Roger A. Albert
President and Chief Executive Officer

RECOMMENDATION:

That the Brampton Finance, Regulatory & Pelicy Committee reviews the 2011 Business
Plan and Financial 8o v aiid 1d for approval to the Board.

KEY HIGHLIGHTS

e The 2011 plan is based on IFRS accounting but the 2010 plan was based on
GAAP.

e Plan-over-plan changes may seem quite significant in view of the comparison of
GAAP numbers to IFRS numbers.

o Weexpect 1o e 1 b esting 1od o ulated rate of return over the life of the plan.

e The growth over the planning period is expected to continue, albeit at a slower
pace than recent years.

e The plan-over-plan capital expenditures increase primarily due to the accounting
for capital contributions under IFRS as well as additional costs identified in the
Asset Management Plan, which was derived from the Asset Condition Assessment.
The increases are offset by a reduction to capital for disallowable costs under
IFRS.

e  OM&A increases are mainly due io the reduction of capital for disallowable costs
which are charged to expensce under IFRS, as well as estimated MDMR costs,
increased work force and regulatory compliance requirements.
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EXECUTIVE SUMMARY

Strategic Significance: The 2011 Business Plan establishes Hydro One Brampton
Networks Inc.’s corporate direction for the next five years consistent with the
Board approved mission statement.

Purpose and Cost: This plan is consistent with Hydro One Inc.’s business
planning model. The Plan enaoles managetnent to execute specific programs and
actions in order to meet the overall objectives of its sharecholder. The specific
targets included on the “Scorecard” for the year 2011 will also allow the Board of
directors to assess management’s performance in meeting these targets. Some of

the highlights inclode:

e  We expect to meet the estimaied regulated rate of return over the life of the
plan.

* Net Income plan-over-plan is expected w increase slightly under IFRS.

o The growth over the planning period is expected to coniinue, albeit at a slower
pace than recent years.

o The Asset Management Plan, which was derived from the Asset Condition
Assessment, indicates an increase in capital spending in the earlier years.
Capital expenditures also increase due to the accounting of contributed capital.
Under GAAF, capital expenditures were netted of contributed capital. Under
IFRS, gross capital expenditures are included and capital contributions are
listed as revenue. The incieases to capital expenditures are offset by a
reduction for disailowable costs under IFRS.

* The 2011 Business Plan provides for the implementation of Smart Metering to
all remaining coramercial and industrial custoracts by the end of 2011,

o OMA increases substantially plan-over-plan mainly due to the reduction of
capital expenditures for disalluwable costs which are charged to expense under
IFRS, as well as cstimated MIDMR costs. increased work force and regulatory
compliance requirements.

» Staffing numbers will increase to address succession planning, to meet service
quality cxpectations and reliabiiity and to mect regulatory requirements for
CDM, Green Energy Act and other regulations.

o The plan assumes that we wiil maintain the frequency of outages at 2010
levels but thai we will slowly improve the duration of outages and reduce

momentary interraptions.
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Regulatory: This plan is the foundaiion for the Company’s 2011 cost of service
rate application. All defined regulatory requirements are included in the plan (such
as PCB legislation. smart metering, time-of-use billing) but new regulations or
those not defined are not included,

Risk Analysis: A detailed description of the risks against the 2011 Business Plan
1s contained within the document submitted for approval. Impacts arising from the
new Green FEnergy and Green Economy Act and potential changes to regulatory
instruments arising from the transition to intemational Financial Reporting
Standards (IFRS) (such as the Exposure Draft) will be incorporated into the plan as

more information cecomes available.
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Hydro One Brampton Networks Inc, 2011-2015 IFRS Business Plan

Vision

The Vision for Hydro One Brampton is to be the leading electricity delivery company in
Ontario.

Mission

The Company’s Mission is to improve sharcholder value by achieving the regulated
return while supplying safe and reliable distribution of electricity to our sustomers and
continuing to accommodate new development within our franchise arca.

Strategy

Our strategy is to continue to improve our operations with reliability and employee safety
of foremost importance. The current plan continues to focus on productivity
improvements and cost containment by further leveraging current resources,
infrastructure and other technologies such as Outage Management System (OMS),
Automated Meter Reading (AMR) and Smart Metering (SM).  As Hydro One
Brampton’s customer basc continues to giow, efficiencies will be realized that will help
mitigate the pressure ol rising costs and as a rosult, the average cost of servicing
customers will remain relatively constant over the planning period. The Company will
continue to invest capital to accommodaie future growth and maintain reliability of
existing plant.

The drafl report card cutlining our proposed key performance measures and targets are
attached as Appendix “B".

The 2011 Business Plan provides for the continued implementation of Smart Metering
technologies to all reinaining commercial and industrial customers currently metered with
demand meters by the end of 2011, This represents $1.1M in capital expenditures in
2011. All expenditures associated with Smart Metering are expected to be recovered
through incremental rates over the planning period and additions to the rate base in 2011,

In 2010 Hydro One Brampton will begin evaluating the Mobile Workforce Management
module through a pilot installation. This module will allow simplified issuing and
tracking of work and the crews assigned 1o complete tasks. The results of this evaluation
will determine if we will proceed with a company-wide implementation in 2011.

In 2011, Hydro One Brampton will begin the evaluating of an Enterprise Content
Management solution. This solution will provide a consistent platform for all document
storage and refrieval. Thesc are just a few examples that will leverage this platform:
purchase order processing, mvoicing, engincering project management, bill processing,
regulatory compliance, and financial reporting.

Rates for the 2011 year will be determined using a cost of service rate application based
on Chapter 2 of the Ontario Energy Board’s filing requirements, re-issued May 27, 2009.

Confidential Page 2 5/21/2010
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Hydro One Brampton submitted its 2010 rate application in November 2009 for rate
adjustments effective May1, 2010. The OFER decision on HOBNI 2010 rates was received
on April, 13. Esseutially all of the items included in the rate application were approved.
Overall revenue requirement will be lower by 1.8% primazily due to changes in tax rates
and productivity improvements. In addition, customers will see a further reduction to
rates as a result of approval of a rate rider to disposc of Group one regulatory balances of
approximately $8.8M, over a two year period.

This plan is consistent with the Hydre Ore strategic objectives:

» Creating an injury-free workplace and maintaining public safety.

o Satisfying our customers

e Focusing on continuous innovation lo ensure a modern, flexible and smart
electricity gnid.

e Building and maintaining reliable cost-effective transmission and distribution
systems.
Protecting and sustaining the environment for future generations.
Developing critical skills and knowledge retention in the face of demographic
change.
Maintaining a cominercial culture that increases value for our shareholder
Achieving productivity improvements and cost-effectiveness.

Hydro One Brampton has onc of the indusiry’s best safety records and in the first quarter
of 2010 we reached over 1.25 million hours worked without a lost time injury. As we
move forward we will continue to focus on reducing the number of incidents and medical
aids while searching for new innovative approaches to keep safety in the forefront.

Hydro One Brampton will also recognize the successes achicved in the safety program.

The Company will continue to sirive for improved customer relations and increase
customer contacts by senior management. A customer survey was completed in 2009
which confirmed positive customer opinions of the service levels provided at Hydro One
Brampton. To maintain continued tocus in tiis area, customer satisfaction has been added
as a scorccard measure in 2010 and another customer survey will be conducted in 2010 to
monitor that these levels of performance are being maintaired at or above the current
levels. The Company is proud of these achievements and is committed to maintaining and
improving customer service levels and rehiabiiity and will measure the results against
other LDCs in the indusiry. The Company will continue o focus on staff development
and traiming throughout the planning period. Hydro One Brampton is committed to
continual Health & Safety Training and skills upgrade for all of its employees.

The Company is proud o support its employees in their involvement in community
activities and encourage them to be ambassadors of Hydro One Brampton through
participation in the School Electrical sarety Education Program, United Way, various
other charities, the EDA and the Brampton Board o Trade.

Frequent changes continue to tmpact on the jadusiry, including the new Green Energy
and Green Economy 4ci (GEA) and potential changes to regulatory instruments arising

from the transition w Intemnational Financial Reporting Standards (IFRS). Estimated
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impacts are incorporated into the plan. Improved communication with the introduction of
electronic bill delivery will further enhance the solid working relationships with
customers.

Distribution revenues will improve over the plauning period as the result of additions to
the rate base and modest customer growth,

There is an on-going mandate to manage growth, to meet customer expectations and
focus on improvement in service reliability. The tmphasis for improvement here will be
to accommodate new customer connections and to support customers’ embedded
generation requests, as they arise, and to facilitate these connections to the system in a
sale and expedient mannes.

Hydro One Brampion will continue to work closely with the OFEB and support the
government’s initiatives on industry issues. The Company will continue to be cost
effective compared to other LDCs and wiil confirm this by monitoring its performance
through ongoing benchimarking ot key indicators.

OM&A increases are driven by an increase in meter reading costs associated with Smart
Metering, labour costs and regulatory aclivities noted below. Otner drivers for the
increase in 2011 include the inflationary impacts of cost inputs, the addition of nine staff,
PCB remediation, increascd asset removal costs, additional preventative mainienance
costs and the GEA. Hydro One Brampton is currently one of the lowest cost utilities in
the province. This has been accomplished by contracting out when there is an economic
benefit to be derived and by negotiating {avourable collective agreements over a number
of years. A focus on cost conirol is achieved through coniinuous improvement of
management systems, reporting and rmonttoring of productivity. OM&A under IFRS will
be higher than GAAP OM&A due (o the reclassification ol disallowable costs otherwise
included in capital.

The current projection for 2010 is reflected i the busmess plan. The cwrent 2010
projection reflects highier net income than 2010 Canadiun GAAP plan due to IFRS-
related adjustments. The adjustments are primacily the reduction in depreciation for
changes in useful lives of assets, partially ofiset by the increase to OM&A due to the
reduction to capital for disatlowable costs.

PLAN HIGHLIGH TS
Growth

Residential development within the Citv of Brampton continues o expand albeit at a
slower pace than recent years. The 201 business plen includes a customer growth rate
of 1.1% reflective of the cument econunnc downtum.  New restdepiial customer
connections i 2011 are expecled to be approximalely 1,450, The expected energy sales
relative to the customer growth rate reflect primarily residential customer growth and
relatively little commercial and industrizl customer growth. Other non-quantifiable
influences such as sub-metering and provincial and regional planning for intensification

Confidential Page 4 5/21/2010



Hydre One Brampton Networks fnc, 2011-2015 IFRS Business Plan

are not impactful in the near term and therefore not specifically incorporated into this

plan.
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In 2009, Hydro One Brampton compicicd 'wo majer suojects; an Asset Condition
Assessment (ACA) of all cur primary disirbution equipment and the development of an
Asset Management F'lan (AMP) for the uithiv. The AMP v 13 used (o support the capital
program included 1 the business Plap,

In 2010, the Company completed a five your wadivg 5oy on the 13.8 KV system
originating from four transtormer stations warely MSE9, 20, 21 an i 22 all of which are
located or the cast si'e of the Oty of e apron, The siuds wae hased or the risks

assoctated with the loss of a tansforwe -::1 any one of the staticus and the resulting
contingencies. The health ssues o {hese sime transiomers weg aluo laken into
consideration as part of tais study as they were atl reported 1o the ACA as being in either
“very poor” or “pour” condiion. As 4 resull of this report zad (ne fiadings of the ACA
report, Hydro One Biampion has deveivped a replacemeni strategy o 1eplace ihe aging
power transiormers at M 19, 20 and 21 Rl | 1o (ansiomsers at MS22 do

not need inmumeduie n;al wweraent bul wﬂi he monitoreditestod clogely —

for any signs o accelerated degradation

1
L

The Company wiil complete the PCH Ou! Tectge progiam: o0 all ovethead ransfurmers
in 2010 in compharce witk the Canadian vavaommea! Froection Aci. Conaminated

transformers witl be replaced over the next fdleer vesrs as reamred wonder the Act,

As parf or the Province 5 “Green knenv’ inublative, ive Company win ne working
cooperatively with Hvdro Une Networks towaras vie OVS AV integrauoy as pait of the
“Smart Giid” initiative. The scope of thiv ~ o~ 20 ti? - e defined 1herelore 2 detailed
cash flow has yet (o be detarmnined. Howe . on, oo capen.od that the costs mboudtud with
this integration will be muanal and as sach. w.il be covercn under the i ot $or
software upgrades to our expang UM sl

Smart M-iering

Hydro One Brampion’s Imart Metering Fian s copsisiert vamn Hudie Cae Network’s
and is intended to weet the requirements of the “inisty of Brergy. The zovernment’s
directive required the napiementavon of 300LGG0 smat mefers by 2007 and the entire
province by 2010 The meters st 1opos consurpiion o cusiomers ny the next
business day and be able L provide tim M ox other possible pricing plans.
Hydro One Brampton piros w0 exiend ths program i 2011 lo all commerciat and
industrial customers that are not currentiy inferval metered or sman mowssd. i will
facilitate « fully autoin. meter readiog syslem. In widdion, i will provide all
customers access to their houwdy esrsmnption

16

Hydro Ons Brampton wil’ be seeking dispositen of all sput meteving costs up to and
including 2009 expenditnies m its 2011 cost of seivice rale application, Al Smary Meter
costs, associated wilh this thne frume, wii become rm"" of te raie base and revenue
requirernent therenpy ‘ncluded in e bave disaribuiion razs, A Yrasrt Meter iunding adder
will be required bevand 2070 to fund 2010 saart eienira paves venls
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PLANNED RESULTS

Version

$} 2011 JFRS
2010 Pla
Plan over plan difference

oy

Net Income (v

e

L]
o <

Regulatory ROT (%) 011 IFRS

Plan over plan differcnce -"_:_, j-_a'_ﬁ_j:'_ ( Lt
Capital Expenditaces (M3$) 2011 [FRS

2010 Pian
Plan over plan difference

OM&A (h1%) 2011 IFRS
2010 Plan
Plan over nlan difference

Material Variance Analvsis

Plan net income for 2011 compared to e 207
Under TFRS, depreciation expense is reducced oy oii )
OME&A is increased due tc the reduction of cavital for di

effect of these changes ¢ an incicase @ slan net incom

compared to the 2010 plan reflects continned cost control a

as a result of the additions 1o rate basc and a bigher projec

reflects stable new customer connections, cconomic co
related reductions i consumption,

Based on the 2ol raie application currentlv baing preg 3 on
customers can ¢xpect an increase of 6,435, on the distribut e 15
represenis an ircrease of approxinaicly 2.05% of tol e

requircment is approximately $58 &M or disti . bunion servic
rise to $62.6M. Pleass note that these nurmoers are bas
revenue increase of 53. 1M offset by an increase 1 vanious

of §1.3.

Capital expenditures in 2011 will increase plan-over-plan o ;
the AMP developed rom the findings m the ACA, parti 0
capital for disallowable cosis

OM&A changes are mazinly related o mein 11g, chang . s,
regulatory compliance sequweniems aud the tuming of " 4 tverncad

maintenance mspection work.
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As a result of regulatory changes, the Company expeets 1
identify, remove and dispose of asbestos-containing miate
facilities. The Company plans to undevizke additional st "0 -0 e
external experts as required, to estimate the incremental vronn oos ax
removing such materials prior to facility demolition. Th 10 ation will aillow the
Company to reasonably estimate and record any obligatic . i may have to incur such
expenditures. The Company also anticipates that such futire cxoenditures will be
recoverable in future eleciricity rates.

LABOUR STRATEGY

Staff levels will increase in 2011, Continued customer £ oo w01 —owire additional
staff in Human Resources, rFngineering, Lines and Custom:
staff are to address succession planning aad to mect ser . |
maintain acceptable ievels of reliability. There are an ex wowd manbicr oF retaements
throughout the planning period, and this wall pregent an opp oihenty 1or contmuza activity
in apprenticeship prograins. These programs were very socoessfus in ihe past and are
expected to continue throughout the planning period.

FIS1EN AION Y o retirements

*cled that about eight termim
seted o contaue i futare year

In a typical vear, it 15 ex;
will oceur and this trend

Frojecied
et

18]
Repgular staff Leadceount:

Beginning Year Staif 204
Vacant posifions carvied lorvurd 10
Annual Regular Staff Adtcition (3l
Annual New Hires - Replaceaionts a
New pasitions E}
Total i Year Fad Staff) g

Repular Staft 2011 Plan Ain
(headcouaty 2010 Plan 218
Difference

SIGNIFIC. METIONS AND INTEREPEN

VI ASS

eaced to 9.85% in 2010 base
of the Board on ihe Cost of Lad

The regulaied ROE was ine
December 11, 2009 Repe -
Urtilities.

This plan izvorporates the costing assumptions as outli
applicable 10 the Company. No adjustioent has been m:
Do

impacts of the harmonization of the Onfario Retal Sales
Services Tax. To the extent that differences can be tiac
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variance account of which 50% will be shared with congv- vith e tecent
decision on the Company’s 2010 rate filing.

RISKS TO PLAN AND MITIGATION STRATEGIES

Regulatory/Political Change

There are several considerations with respact to the veggd -+ - L ronTnent,
The following risks may impact this plan:

There are a number of new/current resulatory o otvar o v comnhance
& - i

requirements includinrg the approval of the 2011 roc wnleaion introduction of
Time-Of-Use pricing. Smart Grid and the GEA whioo oo« ate penerate

upward cost pressures on OM&A.

The GEA was iniroduced by the Province in carly 200/ Hyurs One Brampton is
aware of the requiremenis to accommodate renewable © nop -

remains unclear at this time is the level of customer 12
to be used for regulatory freatment aud recovery of o . j
resull, Hydro One Brampton has added $0.9M to ¢ ol i reigess plan for
anticipated costs for poteatial green initiatives

A “memo” account was established by the OEB lo v o .od reoris vanances that
result from the difference between the UEB approve 1t s avion, s and the actual
billings that relate to the recovery of PILs for the years 001 0 LGto The QR also
provided a mechanism to make annual adjustments ot variancos bete cen estimmated
liabilities resulung from the OEB approved PILs »octhoduiopy ane zofual tax
liabilities.

The OFB has indicated that the accounting for these i renec @ ros oo inconsisient
and further analysis ot these amounts is required pric: (¢ 4oy ¢ onon wocision,
which is expecied boiore the Company’s 2011 vate appr wilor -~ fued wWihnterest,
this amount will increase to approximately $2.8M b oy 2001 Assoming that
there are no cnanges (o this account associated wil he UFH © roview mocess,
disposition of this account over a three year poriod co bave an aonual iimpact of
approximateiy $0.9M in reduced distribition revenee fronn Jonuwary 2011 to
December 2013,

With the added focus on conservation and demand mwan igoment | 1M < may continue
to experience decreases in eonsumptions, which could "ol (o odcbon in revenues.
The current plan provides for an eswinzre for reducuo 11 coswprtion Byivce rate
adjustments will be based on a forwand fest year, wo oo will woviae 1or thauges
associated with CL e nmpacis.

Currently the OLB has not formally addicssed now Siow! vietern. suenaed cosis are
to be recovered  These costs will bz included 1 ¢ o 2011 iate woplicaton for

disposition and bave peen inciuded in the Plan. In tivs olep we Lave pssimed that
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these costs will remain in fixed assers and be amortzed cver the temaining vseful

life.

Further rationalization of the distribution sector could have pesitive or negative
impacts on the fature operating results. The government has suspendad the transfer
tax on the sale of electricily assels between publiclv owned wilities in Ontario
indefinitely.

The iatroduction of tiz-of-use rates combined with the mopleinentation of HST for
residential custemers carries a high risk of negative cusiomer reactions. This could
be felt in escalated call volumes to our contact centre, as well a5 negative media
attention.  In the Plan period we will develop and implenent a customer
communication plan conceming time-of-use rates and HST to ail in the mifigation of
this risk.

A risk still continues as a rosult of the recent cconomic downium o our customer
revenue base, as well as increased bad debis due to customer delanits. Hydro One
Brampton is closely monitoring larger accounts to mitigate the impact of this risk on
the financial results.

A key factor in this business plan is the assumed 1.1% increase i customer additions
and a 10% tarift increase. If there are any further dowsvard tiends o economic
conditions, such as reduced GDP growth or increased initation and interest rates, our
customer growth ratc will be unfavourably impacted. For instance, decreased
economic activity would likely have a renewed dampening cffect on the residential
housing market and slow down subdivision development and new customer growth
rates. Hydro Oue Brampton has the ability 1o adjust its workforee for changes in
wotkload by utilizing contractors.

Operational Risks

Hydro One Brampton nas a risk related w in-service #C3 contaminated oif-filled
equipment, Due 1o contining conversion projects over tne last wumber of years a
large number of contaminated units have been removen from servics. Hydro One
Brampion has detenmined the locations of remaining in-service umits and is actively
working on a remedial testing and phase-out plan cousistent wrii current legisiation.
There is a risk that the number of contaminated transfonicrs mey e higher than
anticipated which could have a major malenal wopact on capital vl mainenence
budgets.

Employee demograpiics are similar to the rest of Hydro One. Approximately 42% of
staff are 50 years old or over and may be eligible to retirc 1n the next five vears. The
average age of all employees is in the mid 40's. Kev viinerzbitiies $xast in senior
management and m 71" specialty areas, and it is anticipated that “Green Energy and
infrastructure investment initiatives wiil increase the demand fur elecuicity energy
specialists. Known challenges assoctated with human resocurces have been ider tified
and plans are being developed for mitigating this risk. The ( cmpany has developed a
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succession plan for key positions in the organization and will be cosuring that this
plan is kept up-to-date. In addition, the staffing strategy bos been adjusted to allow
for anticipated losses of key trade groups through retirements,

o Changes in weather contribute significantly to reliability, OM&A and revenues.
While the plan provides for a normal level of storm activity 2nd the Company’s
system is designed fo standards that meet a high level of reliability, abnormal storm
activity could materially affect restoration of the distribution <ystem.  To address
these sbhnotmal 1ctivities, there are >xisting emergency plons ond mtual aid
agreements in place with several neighbouring utilities which counld be activated in a
timely manner if necessary.

o The ACA identinied several power iransfonuers that requne repiacement in the next
five years. While there are replacement pians o place over dhis period, should any of
these transformers fail prior to replacement. extended outages could occur and have a
negative impact on reliability.

e There is an operational risk should there be 4 loss of a transformer at HOBNIDs Jim
Yarrow TS during suinmer peaks. A system loading report conductad bv the Planning
and Stanaards department in 2009 indicates tat due 1o the loading lorecast and fack
of available capacity ar the adjoining stations, a spare 27 6 kV transformer will be
required before the summer peak of 2012 Bngineering and Operations are currently
investigating alternative plans {o mitigate this risk which must be ‘mplemented in
2011,

e Hydro One Brampton’s assets are widely distributed throughout cur community and
as such there is always a risk to public safety. We have & robust Public Safety
program which includes safety programs through schools, participation in community
programs such as “safe city” and vartous emergency preparedress exercises, “call
before you dig”’ communication programs. and education moorsma for ervilian
emergency responders

e A Pandemic could have serious impacts on the oncration of the business and

reliability of supply. Hydro One Brampton's Fandemuc Plan was developed and
tested to mitigaic the impact of this risk.
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KEY SUPPLEMENTARY DATA
(Note years prior to 2010 use Canadian GAAP fipures)

The following graph depicts conirollable cost per customer. OM&A will increase at a
fairly constant rate, driven mainly by labour costs and anticipated cconemic adjustments
to materials and supplics. OM&A per customer will stabilize/iise sliphtly after 2011 due
to increases in OM&A offset by continued custoiner growth Based on the latest
information, Hydro One Brampton has one of the lowest OM&A cost per customer in the

industry. Hydro One Bramnten has the fawest ¢3¢ in ¥ pier grauping. Huydro One

=

Brampton was 24% lower than the average LDC in it3 respective neer group

. Hydro One Brampton .
g ,._"OM&;}{;E’er_-Gq_stoﬁ_je"r-

S —

AFHIRUY SRl g ine 4 ]
SRR Brovp,

L. 2007 " 2008 2009 2010 201
o SAAP U GARP I GAAP o IFRS o IF

A |

Note:* ncludes capival tax
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Hydro One Brampton Networks Ine, 20012015 70w

For the years 2008 through 2010 inclusive, Hydro Ong Braomiop will
normal levels of capital expenditures maindy due to Severt vty ¢
towards the construction of new T.S.’s and IESO requiranan for

upgrades.

Hydro One Brampton
Capital Cost Per Customer
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e B e e
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2007 2008 2009 24510 201
GAAP  GAAP  GAAP IFRS IFRS
sl ! Year
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Hydro One Brampton Networks Ipe. 20770077« i Flan

While the number of customers is increasing, the Lidaneata
lower rate. Continued growth will increase workloads e | stooand
accordingly moderate increases in staif are planned.

-'.'_.Hyﬂro One Bramgt

.- Number of Custoriieis (.

Customars Pe + np
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Hydro One Brampton Networks Ine, 2017 - I EE

AFPENDIA A
Productivity initiativ.

Cost Containment/Efficiency Gains

e In order to increasc recoverics of account: . Hvdrn
Bramplon is undertaking an opportunils o bave it CH1ZR e
sent bitially t. ¢ credit and coilection egcacs 0 ' 13 redit
collection ageicy.

o With the introduction of Smart Meters we wiii e ii. o0 SISt poosess
of producing paper based meter readirg cdits « o0 o i tor Customer
Service Representatives to roview. This process v ' 3 ovice a1 oononecd fovel of
editing which will allow for expedited resolui i i 1acior rowing issucs and
thereby further reduce the number of bills requ’r ne - ooty o i rebilling

e Enterprise Content Management is a set of rools the Wl coomie i ¢ creananion

to store, index and retrieve any computer obio ooy L ity waelher
it be a word, excel, PowerPoirt documeit, eail, viwe oo il 2 o enginceng
drawing. It wili also have the ability to have calichoe e cle wharehy vsers
can share information and bave resthis and (e 0 b svines woulo be
achieved in man hours saved in the retreval of al o0 a1 s nettaming (0 cne

job, work order, purchasc, etc, A userwould ro ton o cave L oo o several areas
to get all the information. A more tmely decisior - ouid @iso be made based on
having all the documentation 1n one place. Additionad sevmgs win be achieved

with the implemeatation of cotlaborative toois winel i1 ahovw s to share and
track ideas based on any project Meetinge can tore on-live with immediate
storag:

o The Company iv going to re-cvaluate requremenis L comnics, ¢
Utilities Coordinating Commitice (PLICC) woqua e 100 o gipat
improvement will resulf in a reduction 1 e sper s B

This process mnprovement wil! belp contain cos,

o  Hydro One Brampton will evaluate a new Mont'ln Weriet 0o vinnaromeon §wstam
n the Substations and P&C departmends which & aoooed o wiow or siapitied
issuing of work to field crews aimed at improving sustomer response time, The
result of this evaluation will dewarmine wroner e sworved witk an
implementation in cthers areas o7 the ut-liy

Green Energy initiatiyves

These initiatives represent Hydro One Brampton's pian (o bons =tso i oo chaponen with
the Province's “Green’ mnitialive:
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Hydro One Brampton Networks Ine. 2011-2015 (7S Pasiness Plan

» Establish contacts with the City of Brampton end the Ravion of Peel o creste a

collaborative wortking relationship specifically fucused on fac liating “icen
projects.

® The Company is considering the purchase of more vovirenmentally fiiendly and
encrgy efficient vehicles such as hybrids in the mterest of ininimizing its
environmental impact and carbon feotprint.

o  Sinar. Grid with Hydso One Netwosle - Hodr o Boaing o i goine 1o work
towaids integration of OMS avd AMK and monitor progrees made by Hydro One
Networks as part of their Smart Grid initiative

¢ Toremove all PCB contaminated cquipment - As 2 requitement to meet PCB free

equipment, the Company has commenced in 2008 a program (o manage the
testing, destruction and disposal of all PCB's found in its transtormer equivment.

Confidentiz! Page 16 5/21/2010
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Strategic O

APPENDIX B
2011 Score Card
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s |
1etn

Organizational

1 4
A variance from plan of ' or

Confidential

Byl

[ncrease
Sharcholder

Value'

Mest Service
Quality

Lomn

" -~

customers

Achieve
Operationsl
Excellence’

Achieve
Eavironmental

Net Income aftee Tax (M)

Controllable Cost Index
FOM&EA actual / OM&EA budseri
Cusiotnes Service Jowices

(% of measures meeting tavget)
Reliability Indices

i

(%% satisficd)

i vement
(% of projects the contecl of

HOPB eomyleted with n budget)

Wotik Pro

Employee Satety

Connect FIT and MICROF{T

plicadions ay per O reguirements

- 5% is considerved on plan

JFRS §13.3
GAAP §12.5

< 100%

8 of 2 indicators

>90%

processed within

OPA
requivements)

521/2010



Hydro One Brampton Networks Ine, 2011-2015 IFRS Business Plan

Strategic Objective’

Financial

Increase Sharcholder Value

Customer
Commitment

T L

2010 Score Card

Net Income after Tax ($M)

! o . -
i Controllable Cost [ndex

i H 3?\1&*‘% ackal .-'; (}g‘fl&l“’i hudgct\l

TFRS $14.3
GAAP $10.4

= 100%

| Customer Service Trdex

2of9

Achicve Operational
Excellence

Business
Excellence

Excellence

Organizational
Strength

Achieve fealth & Safciy
5

bkt U Sl e AN LJ L Y TS

injuries)

|
|
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Hydro One Brampton Networks Inc. 2011-2015 1FRS Business Plan

APPENDIX C
SWEHT Analysis

Strengths
o Growth
o Experienced staff
o Highly motivated management team
o Robust asset base (over half assets arc less than 20 years old)
¢ One of the most efficient LDC’s in Ontario
o Ranked high in the PEG repott for efficiency
o Well positioned for future growth
o Good refiability focused
o 95% satisfaction on recent cnstomer sutvey
o Bxcellent safey record and prograim
Weakuesses
o Aging woik force
= 41% of all emplovees over 50 vears of age
* 45 % of management over 50 years of age
o One of the lowest staffed udilitics in the province
o Have not replaced experienced staff prior to retirement
o Dithiculty in attracting qualitied employees
o informaton Technology svilows ar: eustom and qualified people difficult to
aftrael
o Implementation of new wohnolugics and procedures have not been kept
current due to short staffing issues
o inconsistent level of documentation of processes across the organization
Opportunities
o “Green the flect” plan being developed
o Good load and customer growth poiesniind
o Changing workforce presents onportunity to explore new ideas
o More opportumtics w share Co op apprentice pro grams
o GEA/CDM provides opportuialy o increase customer contact
o Journey to Zero
o Growth in franchise terriiony
Threats
o Expiration of Collective Agreements March 31, 2011 with mandate of zero
percent adjustrent creates inequitable comparison with neighbouring utilities
o Added regulatory and comnoaliance burdens could negatively impact our staff
¢ Feonomic conditions — loss of lacgs cosiomers, interest rates increases,
slowdown in customer growth
o Sabotage of cguipment or the’ of cquipment
o Pandemic
o Adverse weather coneditions
Confidential Page 19 312172010



Hydro One Brampton Networks Tac. 2011-2015 [FRS Rusiness Plan

1. 2010 Hiring

Summaiy
Mgmi CAW IBEW Total

59 116 43 218

2010 Projection’ (a)

2010 Plan’ (b) 58116 44 218
Additional Approval’ (0~~~ 00 60
2010 Approved{d=b+¢y 52 116 44 218
"Ofl'i.)-:I:ri?jeg'tiﬂ'lj'-higheﬁ_{lowg;‘\_}t_hag :2{319.:1.&_[);3_1"9*#&{:_(1; AT 0 (1)

“Ties to 2011-15 2P submission.
Ties to 2010-14 BP approved.

* Additional positions already approved by the EC afier the 2010-14 BP approval. For any positions already approved
by the EC that are above the 2010-14 business plan levels please provide a brief description of the details of approval
(i.e. — date of EC approval, description and number of positions approved) in the written section helow,

This results in the overall staff level being equal to the 2010 Approved.

2. 2011 Hiring

Summary

Mgmt CAW IBEW  Total
2011 Budget' 61 118 45 224
2010 Approved” 58 1l6_ 44
iﬁf@ﬁ;1;_11;&d'gé_{lgighérmowa): than 2010 Approved 3 . 2 30 76

! Ties to 2011-i4 B2 submission,
2Ties to 2010 Approved per 2010 Hiring Table in seotion | shove.

Mgmt CAW  IBEW  Total
2011 Budge:' 61 118 45 224
2010 Projection” 59 116 43 218

; o T TR

PEER

011 Budget higher/(lower) than 2010 Projection 2 .

i

e This is a request for approvel to bire 7 staff - 4 MGMT, 3 CAW, and 2 IBEW in
2011, o enable Hydro One Brangton ‘o whicve the proposed staffing level in the
abovc tabl: One »aticipated retirement in 201 1 will not be replaced.

e This request results in the overall sta(f fevel being higher than the 2010 Projection.

1o
]

Resourcing Stratepyv:
e The overall strategy for Hydro One Brampton Is:

1. Demograpbics and succession planning related with the aging of current existing
staffing. Key vvlnerabilities exist in senjor manageent and in IT specialty areas,
and it is anlicipated that “Green Energy” and infrastructure investment initiatives
will mcerease the demand for electricity energy ¢pecialists.  Known challenges
associated with human resources have been identified and plans are being
developed for mitigating tis risk. 'The Corapany has developed a succession plan

Confideniial Page 20 54212010



Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

for key positions in the organization and will be ensuring that this plan is kept up-
to-date. In addition, the staffing strategy has been adjusted to allow for
anticipated losses of key trade groups through retirements.

2. Support for the Asset Management Program

The maintenance and strengthening of our operational capability requires that these
positions be filled.

The new hires are derived from the known total staff level requirement and an
estimated attrition rate. As such, the actual level of new hires (as well as skill
categories and labour groups) may vary, depending on how the attrition variable
materializes.

Hydro One Brampton will need to manage the forecast uncertainty with regard to new
hires and attrition. As such, to allow for some flexibility, it is being requested that
accountability be focused on the overall staff level. Hydro One Brampton will need
to manage within this overall staff level. Any action which may result in increasing
the overall staff level will need to be brought forward again to the Executive
Committee for approval.

This is a request for approval to hire 7 staff - 3 Management (1 Manager, 1 Project
Engineer and 1 Health Safety and Environment Coordinator), 2 CAW (1 Apprentice
Linesperson and 1 CDM Representative), and 2 IBEW (1 Customer Service Rep and
1 Credit Representative) in 2011, to enable Hydro One Brampton to achieve the
proposed staffing level shown in the above table.

Human Resource Manager Duties —!
(1 position) e Negotiations

* Human resources functions and labour relations
Justification

e Bill 168

* _Succession planning (combination of HR and HSE)

Project Engineer Duties
(1 position) e Accountable for the certification of Engineering,

Technical ~ Service and other department
construction projects in a timely manner as
required by Ontario Regulation 22/04 under the
Electricity Act, 1998. This will include deviation of
approval for construction projects and the
construction verification process.

* Accountable for special projects as assigned to
provide technical input in the form of design,
review or implementation.

Justification

¢ Supports succession plan

e Supports the GEGEA

Confidential Page 21 9/15/2010



Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

Health Safety and
Environment Coordinator
(1 position)

Duties

® Ensures that the HSE department continues to be
capable of adequately supporting ongoing HSE
initiatives.

¢ Journey to zero initiatives

Justification

* Succession plan to accommodate two possible
retirements in the next two or three years

Apprentice Lineperson
(1 position)

Duties

® Maintenance and construction of overhead and
underground distribution lines.

* This job is to be done safely and efficiently.

Justification

¢ To reduce reliance on contractors

® Provide succession planning

o To reflect increased work program

CDM Representative
(1 position)

Duties

o Assist in the design, development and
implementation of various CDM programs

e Interface with external organizations to promote
energy efficiency

e Work with customers to improve their overall
energy efficiency of their systems

e Implement new CDM initiatives and directives
separate from existing OPA programs

Justification

* Ensure that Hydro One Brampton achieves its
share of the provincial CDM targets as defined in
the April 1, 2010, Minister’s Directive

¢ Hydro One Brampton's distribution licence will be
amended to reflect these reductions. Currently
there is insufficient staff to achieve the necessary
success of the OPA targets and the new provincial
requirements

Customer Service Rep
(1 position)

Duties

Answers customer account inquiries.

Prepares billing data and reviewing edits.

Processes billings and updating records.

Prepares billing adjustments as required.

Follow-up activities on accounts.

Justification
The Customer Service Representative scheduled
for 2011 will be utilized to handle the increased

Confidential
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Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

workload from customer growth and the increasing
call trend, which saw a 9.5% increase in calls 2009
over 2008. We also anticipate calls for time-of-use
customers to take longer to discuss with customers
based on knowledge that the customer will now
have questions as a result of 24x7 historical usage
data available to them.

Credit Representative
(1 position)

Duties

Analyze and manage overdue residential and
commercial accounts to execute appropriate action
to collect monies owing to Hydro One Brampton in
a timely and efficient manner.

Assess risk factors and analyze customers’ ability
to pay.

Request security deposits on new or delinquent
accounts.

Maintain security deposits and customer credit
information.

Justification

The Credit Representative position for 2011 will be
required due to an 11% increase in the number of
residential and commercial disconnects 2009 over
2008. The additional changes coming in the
Distribution System Code, the Retail Settlement
Code and the Standard Supply Service Code will
mean developing new criteria for moving accounts
into collections sooner, thereby increasing the
number of accounts that will be monitored.

3. Overall Staff Level Comparisons

Per 2011-15 Business Plan
Per 2010 Staffing Approval

2011 higher/(lower) than
2010

2010° 2011

218 224

218 221
3

3 2011-15 Business Plan reflects 2010 year-end projection; 2010 Staffing Approval reflects approved complement.

Confidential
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2011-2015 HYDRO ONE BUSINESS PLAN INSTRUCTIONS




INTRODUCTION

The 2011-15 business planning instructions apply to all business units/departments and subsidiaries.
Unlike last year we will not issue separate instructions for each phase of the process, with the exception
of the APD process. Asset Management will issue separate instructions related to the input of APDs into
HIPP.

The business planning instructions have been divided into sections that are applicable to each phase of the
process. Everyone should read sections 1 to 5 and for the remainder of the document only read the
sections applicable to your business unit/department. A table of contents is provided on the next page.
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Date

Day

SECTION 1

2011-15 HYDRO ONE BUSINESS PLAN SCHEDULE

Brampton business plan and template due to Corp Finance
(incl. staffing approval requests)

CF&S

LLOBs

IPP

OTH

20-Apr

Tue

CF&S Planning Kick-off meeting

6-May

Mon

Business Planning instructions and templates issued

21-May

Fri

CF&S costs (including Inergi sustainment), business plan
write-ups, and staffing approval requests due to Corp
Finance

ik

CF&S Cost Allocation inputs due to Corporate Finance

CF&S Risk Management Workshops completed

First Draft APD submissions to HIPP

28-May

Fri

Asset Management completes APD risks review

Prioritization of Asset Needs Plan

bl el ke

31-May

Mon

AM Direct business plan, Customer Care Support, Fleet,
Network Operating, Customer Business Relations,
Depreciation, external revenue and cost of sales, inventory
plans due to Corporate Finance

TBD

Thu

EC Mail Out: Brampton business plan (incl. staffing
approval requests)

TBD

Tue

EC Review: Brampton business plan (incl. staffing
approval requests)

1-Jun

Tue

Asset Management issues full asset plan to LOBs for
pricing

4-Jun

Fri

Second draft APD submissions received

7-Jun

Mon

Corporate Finance issues Tx and Dx cost allocation
results to subsidiaries

9-Jun

Wed

Brampton Board Approval: 2011-15 Brampton
business plan

Finance updates APD submissions to current dollars

14-Jun

Mon

Remotes and Telecom business plans and templates due to
Corp Finance (incl. staffing approval requests)

CFO/Controller final review CF&S business plan, staffing
approval requests, and Inergi Sustainment

17-Jun

Thu

EC Mail Out: Remotes and Telecom business plans (incl.
staffing approval requests)

Preliminary load forecast due to Corp Finance

21-Jun

Mon

Senior review and feedback of Second Draft APDs
completed

Controller / CFO review load forecast

22-Jun

Tue

EC Review: Remotes and Telecom business plans (incl.
staffing approval requests)

23-Jun

Wed

Final load forecast due to Corp Finance

24-Jun

Thu

EC Mail Out: CF&S business plans, staffing approval
requests and Inergi Sustainment

29-Jun

Tue

EC Review: CF&S business plans, staffing approval
requests and Inergi Sustainment

30-Jun

Wed

Corp Finance issues final revenue results

Third draft of APDs updated. Final “Pricing” of all

4



) ) : O
Programs and Projects in current dollars input into HIPP.
7-Jul | Wed | Asset Management completes review of final pricing X
12-Jul | Mon | Accomplishment file updated X
15-Jul | Thu | First Draft Financial template completed X
20-Jul | Tue | Update of Overheads X
22-Jul | Thu | Completion of Networks Financial templates X
29-Jul | Thu_| Finance prepares draft financials for Asset Plan Review X
4-Aug | Wed | Review of Asset Plan and draft financials by Senior X
Management (like Sunnybrook)
13-Aug | Fri | Draft LOB business plans and staffing requests submitted X
to Corporate Finance
Finalize APDs for any required changes from Senior X
Management Review
20-Aug | Fri | Draft Asset Plan Document submitted to Corporate X
Finance
Draft Green Energy plan submitted to Corporate Finance X
23-Aug | Mon | Asset Management to provide list of productivity X
initiatives for Networks
10-Sep | Thu | EC Mail Out: Asset Plan document, AM direct business X
plan, E&CS business plan and staffing approval requests
14-Sep | Tue | EC Review: Asset Plan document, AM direct business X
plan, E&CS business plan and staffing approval requests
16-Sep | Thu | EC Mail Out: Grid Operations and Customer Operations X
business plans and staffing approval requests
21-Sep | Tue | EC Review: Grid Operations and Customer Operations X
business plans and staffing approval requests
22-Oct | Fri | CFO review of H1 Board material X
27-Oct | Wed | CEO review of H1 Board material IX_
3-Dec | Fri | Corp Finance completes Budget Trending for CF&S X J_
groups
14-Dec | Tue | 2011 monthly budgets due to Corp Finance X X X
30-Dec | Thu | Corp Finance issues Final CF&S Budgets X

Notes:
The columns to the right indicate what part of the business plan process that each task is associated with. The
column headings are defined below.

CF&S — Corporate Functions & Services (see Appendix E for a complete list of CF&S units)

Subs — Subsidiaries (Hydro One Telecom, Hydro One Brampton and Hydro One Remote Communities)

LOBs ~ line of business (Engineering & Construction, Stations, Customer Operations and Asset Management)

IPP — Investment planning process. Includes the APD (asset planning document) process and development of asset
plan.

OTH — Represents other plan activities. For example, reviewing the load forecast with Regulatory Affairs.



SECTION 2
FINANCIAL & COSTING ASSUMPTIONS

1.0 OVERVIEW

The electricity industry in Ontario is facing a period of significant change as a result of initiatives such as
smart meters/time of use-billing, smart grid, distributed generation and the Green Energy Act. At the
same time Hydro One has an aging asset base that requires maintenance and/or replacement of assets in
order to maintain system reliability.

The need to replace aging assets, time of use billing, Green Energy Act initiatives, the new HST tax and
higher cost of power for green energy sources (e.g. - wind and solar) are all placing upward pressure on
customer rates. Although some of these cost drivers are outside our control, Hydro One must balance the
need to maintain reliable power with customer’s expectations of reasonable rates, where possible.

In its recent decision on Hydro One’s 2010/2011 Distribution rate application, the Ontario Energy Board
(OEB) cut $40 million in each year from our operations, maintenance and administration (OM&A)
expense plan. They also reduced our Distribution capital expenditures by $48 million in 2010 and $43
million in 2011. It is clear from the OEB’s comments in their decision that they expect Hydro One to
focus its spending priorities.

Therefore, given the current environment Hydro One faces it is important that all costs included in your
2011-15 business plan are necessary and supportable. All units will be asked to justify their 2011-15
planned expenditures and staffing levels and clearly explain any variances vs. previous year’s actuals and
plan. Justification of planned expenditures is required even if you are not requesting an increase vs. the
2010-14 plan.

It is recognized that there may be situations where costs will increase over the 2010-14 plan. Increased
costs should be as a result of incremental work that supports innovation, drives productivity, or results
from new requirements/regulations, such as:

o QGreen Energy Act
o PCB legislation

o OEB Policy

o Government Policy

However, before requesting an increase in your plan dollars, please review your activities and look for
ways to accommodate the new workload within your existing structure. This could be accomplished
through increased productivity or eliminating lower priority work. Detailed explanation and support is
required for all cost increases.

Since the results of our business planning process form the basis of future OEB rate applications, it is
important that all costs are necessary and supportable. Clear and value added variance explanations are
required. Explanations should go beyond stating the obvious, e.g. not enough to say “higher non labour
costs due to higher consultants”. Explanations should highlight key drivers (root causes) of changes in
costs or headcount.

2.0 FINANCIAL GUIDANCE

The specific impact of the OEB’s 2010/11 Distribution decision on individual departments and/or work
programs is still being evaluated. If required, additional direction will be provided at a later date.
However, when preparing your 2011-15 plans please use the guidance below.



Distribution and Common (CF&S, Asset Management direct) OM&A
e 2011 OM&A should be no higher than the lesser of:

o 2008 actuals + 13.5%,
o 2010 March Forecast
o 2011 from 2010-14 business plan

Note 1 —Init’s 2010/11 Distribution decision the OEB calculated Hydro One’s allowed OM&A for 2011
by starting with the 2008 actuals and increasing it by 5% annually in 2009 and 2010 and 3% for 2011.
This represents a total increase of 13.5% vs. 2008 actuals.

Transmission OM&A

¢ 2011 Transmission OM&A excluding development should be no higher than 2010 plan + 3%
e 2011 Transmission development OM&A should be no higher than the 2010-14 plan as those
figures have been included in the 2011/12 Transmission rate application

Distribution Capital

e 2011 - Total Distribution capital should be no higher than $500 million as this amount was
approved by the OEB in its recent 2010/11 Distribution decision.

o The $500 million includes $62.4 million approved for the company’s Smart Grid plan.
®

Transmission Capital

. capital should be no higher than the 2010-14 plan_

GEA projects should only be included in the business plan if a section 92 application is scheduled
to be filed in 2010. GEA projects scheduled for future years will be added to forthcoming
business plans at the time their section 92 applications are ready to be filed with the OEB.

3.0 ECONOMICS

2010 | 2011
CPI — Ontario (%) 1.9 2.1
Tx cost escalation for Construction (%) -1.3 2.1
Tx cost escalation for Operations & 1.2 24
Maintenance (%)
Dx cost escalation for Construction (%) 0.0 1.5
Dx cost escalation for Operations & 1.3 23
Maintenance (%)
Exchange Rate (CDN$/USS$) 1.044 | 1.054

CPI-Ontario was based on the IHS Global Insight April 2010 forecast and US cost escalators forecasts
were based on the Global Insight February 2010 forecast.

The exchanie rate forecasts for 2010i 201 li. are based on the March 2010 Consensus F orecast-
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4.0 INTEREST RATES

2010 2011
HO1 5-Year Bond Rate (%) 3.36 3.86
HOI 10-Year Bond Rate (%) 4.36 4.86
HO1 30-Year Bond Rate (%) 5.48 5.98
90-Day Banker’s Acceptance Rate (%) 0.57 1.77

H1 bond rates for 2010 and 2011 were prepared based on the March 2010 edition of Consensus
Forecasts; the remaining years were based on the long term forecast from the October 2009 edition of
Consensus Forecasts. Hydro One credit spreads are based on an average of indicative new issue spreads
for March 2010 from the dealers in Hydro One’s medium term note syndicate.

The 90-Day Banker’s Acceptance Rate for 2010 and 2011 was prepared based on the March 2010 edition
of Consensus Forecasts; the remaining years were based upon the Global Insight February 2010 Long-
Term Forecast and Analysis.

Interest Capitalized - GAAP 2010 2011
Interest Capitalized Tx (%) 4.61 5.11
Interest Capitalized Dx (%) 4.61 5.11
Interest Capitalized Common (%) 4.61 5.11
Interest Capitalized Remotes (%) 4.61 5.11
Interest Capitalized Brampton (%) 4.61 5.11
Interest Capitalized Telecom (%) 0.72 1.92

Interest cap rates (GAAP): Tx, Dx, Remotes, Brampton — Forecast of Scotia Capital All-Corp Mid-Term
Yield (from Treasury — March 2010). Telecom — Forecast of 90-Day Banker’s Acceptance rate plus 15
basis points. The interest capitalized — GAAP rates should be used for costing of the work program for
GAAP.

Interest Capitalized - IFRS 2010 2011
Interest Capitalized Tx (%) 5.40 5.30
Interest Capitalized Dx (%) 5.40 5.30
Interest Capitalized Common (%) 5.40 5.30
Interest Capitalized Remotes (%) 5.00 4.70
Interest Capitalized Brampton (%) 6.30 6.20
Interest Capitalized Telecom (%) 0.60 1.80

Interest cap rates (IFRS): Based on forecast of Hydro One’s weighted average borrowing cost. These
rates should be used for costing of the work program for IFRS. Please refer to Section 5-IFRS
Assumptions for additional details.
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5.0 CAPITAL OVERHEAD RATE

Networks-GAAP 2010 | 2011
Capital Overhead Rate Tx (%) 12 11
Capital Overhead Rate Dx (%) 14 12
Capital Overhead Rate Common (%) 13 11

The capitalized overhead rates are based on an independent study by our cost allocation consultants.
These rates may require adjustment if there is a significant change in the spending mix as the OM&A and
Capital programs are finalized.

Networks-IFRS 2010 | 2011
Capital Overhead Rate Tx (%) 0 0
Capital Overhead Rate Dx (%) 0 0
Capital Overhead Rate Common (%) 0 0

Capitalization of overheads is not permitted under IFRS. Therefore when costing the work program in
IFRS you should not include capitalization of overhead. Please refer to Section 5-1FRS Assumptions for
additional details on IFRS.

6.0 LABOUR ESCALATION

Note that the allowed financial impact of labour escalation is capped at 3% annually (this excludes the
impact of changes in payroll burden costs) for each staff category (i.e. Society, PWU, MCP). If your
labour escalation exceeds 3% in any staff category in any given year then reductions in other costs and/or
staff will be required to offset the incremental increases.

Specific details on annual labour escalation are provided below.

(a) Society Staff
2.5% increase effective April 1, 201

Automatic annual salary progressions will occur (in addition to the economic increases above) until
staff reaches the terminal step. As of January 1, 2010, there were 1,331 Society represented staff, of
which 519 are at the terminal step. Therefore, the remaining 812 staff will be entitled to annual
progressions, averaging 5.05%. For staft hired prior to October 1, 2007, annual progressions will
occur on October 1 of subsequent years or on date of appointment to a new Society represented
position. For staff hired after October 1, 2007, annual progressions will occur on the anniversary of
their hire date.

b) PWU staff

consistent with the government announcement of a

Assume a 0% annual increase for 2011
wage freeze on March 25, 2010 .




(¢) MCP staff

As of January 1, 2010, there were 658 MCP staff. As per the government’s announcement on March

(d) Incentive Plan Payouts

The MCP Short Term Incentive Plan payout is assumed to be 20% in all years.

Note 1 — On March 25, 2010 the Ontario government’s announced it will pass legislation to institute a
public sector salary freeze. Although it does not impact current collective agreements for Society and
PWU, it is assumed to apply to the 2 years after the expiration of these agreements.

—

7.0 HEADCOUNT LEVELS FROM 2010-2014 BUSINESS PLAN
REGULAR AND NON-REGULAR STAFF

2010
Cust Ops (incl HS&E) 2,749
Grid 1,341
E&CS 925
Asset Mgmt 331
CF&S (incl. HOI) 558
Brampton 218
Remotes 44
Telecom 92
TOTAL REGULAR 6,258

20100 | 2011
Cust Ops (incl HS&E) 1,284 1,328
Grid 336 353
E&CS 79 89
Asset Mgmt 78 74
CF&S (incl. HOI) 34 36
Brampton 0 0
Remotes 7 7
Telecom 5 5
TOTAL NON-REGULAR 1,823 1,892

(1) 2010 staff Tevels are being reviewed and Tevels are anticipated 16 be reduced

Contact Paul Zimba (345-5654) for further details or questions on headcount levels.

8.0 INCOME & CAPITAL TAX RATES

2010 2011
Federal Tax Rate 18.00% 16.50%
Provincial Rate 13.00% 11.75%
Total Statutory Tax Rate 31.00% 28.25%
Capital Tax Rate 0.075%7 NIL
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Notel: Rate change effective January 1, 2010 and is eliminated July 1, 2010. The 0.075% represents the
weighted average.

Contact Brian Soares (345-6782) for further details or questions on tax rates.
9.0 BENEFIT COSTS RATES (PAYROLL BURDEN)

The forecast Hydro One burden rates for each subsidiary are shown below. Note that the dollar
amounts and a more detailed breakdown are available upon request.

Company Category 2009 2010 2011

Hydro One Non-Regular Staff

Inc % of total earnings* 2.78% | 2.97% | 2.96%
Regular Staff
% of total earnings* 2.78% | 2.97% | 2.96%
% of base pensionable earnings** 8.18% | 9.05% | 8.86%
Pension
% of base pensionable earnings 7.95% | 9.00% | 8.82%

Networks Non-Regular Staff

% of total earnings* 6.23% | 6.11% | 5.99%
Regular Staff
% of total earnings* 6.23% | 6.11% | 5.99%

% of base pensionable earnings** 25.12% | 25.42% | 24.97%
% of base pensionable earnings*** | 0.43% | 0.39% | 0.37%
25.55% | 25.82% | 25.34%

Pension

% of base pensionable earnings 26.88% | 26.01% | 25.47%
Non-Regular Staff

% of total earnings* 544% | 5.56% | 5.52%
Regular Staff

% of total earnings* 544% | 556% | 5.52%
% of base pensionable earnings** | 22.23% | 22.80% | 22.16%
Pension

% of base pensionable earnings 26.67% | 25.84% | 25.32%
Non-Regular Staff

% of total earnings* 4.92% | 5.16% | 5.13%
Regular Staff

% of total earnings* 4.92% | 5.16% | 5.13%
% of base pensionable earnings** 13.71% | 14.19% | 14.08%
Pension

% of base pensionable earnings 22.52% | 22.24% | 22.05%

*CPP, Emp, Insurance, Emp. Health Tax, Workers’ Compensation Schedule 1 Premiums

**Health, Dental, Life Insurance, Maternity, Retirement Bonus, Post-Retirement Health, dental, Life
Insurance, Ontario Health Premiums (OHP)

*** OPRB - Inergi

- Base Pensionable Earnings includes pensionable bonus.

- Total Earnings includes base pay, bonus, overtime, taxable benefits and taxable allowances.

Contact Frank D’ Andrea (345-5680) for further details or questions.
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10.0  HARMONIZED SALES TAX (HST)/GOODS AND SERVICES TAX (GST)

The Ontario retail sales tax (PST) of 8% will be eliminated effective July 1, 2010 and will be replaced
with a 13% harmonized sales tax (HST). The 13% HST is a combination of the current 8% PST and the
5% GST. Like the GST, any HST costs will be fully recoverable with some restrictions (outlined below)
for the first 8 years. Therefore, when preparing your business plan do not add the 13% HST to your
planned expenditures. The only exception is for certain non-deductible costs as described below.

Restricted Input Tax Credits

During the first 8 years until June 30, 2018, the 8% provincial portion of the HST payable on certain
expenditures will not be recoverable and will be a cost to the business. During this 8 year period, the 8%
provincial portion of the HST payable on the following purchases will not be recoverable:

e Energy (e.g. — electricity bill for a Hydro One office) — other than for manufacturing, or when

purchased for resale.
e Telecommunications (e.g. —voice or data services) — other than internet service and toll free

numbers, or when purchased for re-sale.

e Vehicles under 3,000 kgs. weight — both on acquisition of the vehicles, and on fuel (other
than diesel) that is purchased for vehicles under 3,000 kgs.

* Meals and entertainment — the same expenditures that today are subject to 50% GST
restriction will be subject to full restriction of the provincial component of the HST.

Business plans should reflect this non-deductible HST as a cost.
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SECTION 3
STRATEGIC DIRECTION

When preparing your 2011-15 Business Plans please describe how your business plan is consistent with
each of Hydro One’s strategic objectives and the company’s climate change strategy. Hydro One’s Key
Strategic Objectives as outlined in the Five Year Vision 2009-are as follows:

I P W~

Creating an Injury-Free Workplace and Maintaining Public Safety

Satisfying Our Customers

Focusing on Continuous Innovation to Ensure a Modern, Flexible and Smart Electricity Grid
Building and Maintaining Reliable, Cost-Effective Transmission and Distribution Systems
Protecting and Sustaining the Environment for Future Generations

Developing Critical Skills and Knowledge Retention in the Face of Demographic Change
Maintaining a Commercial Culture that Increases Value for Our Shareholder

Achieving Productivity Improvements and Cost Effectiveness

For additional details on the strategic plan please refer to the Strategic Plan report in the link below.
http:/plugin.hydroone.com/general/HON_Strategic Plan.pdf

Climate Change Strategy — 2010

In April 2010, Hydro One’s Board of Directors approved a Climate Change Strategy for the company.
When preparing your business plans please consider the company’s climate change strategy. A copy of
the strategy is provided below.

Hydro One is committed to protecting and sustaining the environment for future generations.
This includes playing a key role in helping Ontario reduce its carbon footprint through the safe
and efficient delivery of clean and renewable electricity. While not a large direct contributor to
the province’s greenhouse gas emissions, Hydro One is well positioned to be an enabler of
initiatives that will help reduce Ontario’s carbon footprint.

Hydro One’s approach to climate change will be to responsibly prepare and adapt to physical
impacts that affect the electricity grid, continually improve our internal efficiencies and
processes, and work with key stakeholders to enable initiatives that will help Ontario reduce its
overall greenhouse gas emissions. We have a responsibility to our customers, our shareholder
and to the environment.

Our climate change strategy will be flexible and practical, it will build on our Green Energy Plan,
and it will focus on solutions and programs where Hydro One can most effectively leverage its
unique expertise and influence.

The key elements of the strategy include the following.

a) Climate Change Policy & Regulation: We will monitor and where appropriate,
participate in climate change information exchange, research and policy development with
other stakeholders.

b) Internal Energy Efficiency: We will promote and implement internal energy efficiency
and greenhouse gas reduction initiatives that will minimize the emissions associated with
operation of our electricity system, our facilities and our fleet. We will develop metrics,
document our voluntary early actions, and set targets to achieve meaningful results in
greenhouse gas reductions.

¢) Employee & Customer Engagement: We will leverage our Greener Choices program
and our Conservation & Demand Management program to educate our employees and
customers on climate change issues, and to encourage individual actions that reduce
greenhouse gas emissions.
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d) Physical Impacts: Physical impacts of climate change on the Ontario electricity
transmission and distribution system are expected over the long-term. We will use existing
processes and leverage new approaches such as our smart grid to monitor, build resilience
within our system, and adapt to anticipated physical impacts so that our assets are protected
and sustained.

e) Investment Planning: We will build on and develop processes that will help us include
energy efficiency and climate change considerations in Hydro One asset management
decisions, procurement practices, investment planning processes and our annual Tx and Dx
Ten-year Outlook reviews.

f) Green Energy: We will implement Hydro One’s Green Energy Plan to foster the growth
of renewable energy generation projects, promote and expand energy conservation, and
develop a smart grid.

In your 2011-15 Business Plans, each Business Unit is requested to provide:

¢ Description of how its Business Plan ties to the above Hydro One Key Strategic
Objectives;

e Overview to demonstrate how flexibility has been embedded into its Plans to deal with
changing timelines and priorities;

e An outline of how areas plan to continually strive to provide greater value to the
customer (either through cost savings or through an enhanced experience).
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SECTION 4
REGULATORY STRATEGIC ASSUMPTIONS

The urgent infrastructural requirements posed by energy policy directives and Hydro One Networks’
(*Networks”) aging asset base will increase rate volatility, an outcome inconsistent with the Ontario
Energy Board’s (“OEB”) shift towards formulaic rate-setting through incentive-based regulation.

Networks filed and received a Decision from the OEB for a two year submission for Distribution (2010

current circumstances, characterized by volatile and impactive changes, are not conducive to adopting
longer periods between rate applications at this time. These conditions, expected throughout the Business
Plan time line, require Networks to adopt a strategy using one year rate submissions that allows it to meet
its obligations.

The following summarizes the Distribution and Transmission rate strategy which will form the basis for
the current business plan:

The following represents additional information that may be helpful when defining your plans.
Workshops/Presentations will be held with impacted groups to ensure understanding. Please contact
Regulatory Compliance if you require this additional information sooner or separately.

Revenue Planning

e External revenues from certain miscellaneous charges should reflect the level of activity in those
areas and should be accompanied by approved fees. i.e., activities whose costs are to be
recovered from specific customers using standard rates or fees (not on a project-specific, ,time
and materials’ basis) should be identified, and the rates, volumes and revenues should be
forecasted. Approval for new miscellaneous charges needs to be sought from the OEB via
Regulatory Compliance.

Contestability

e Replacement of existing distribution infrastructure required to facilitate joint use occupancy is not
contestable. Note: This assumption is based on information available as at April 14, 2010, and is
subject to change as part of a current OEB proceeding.

Fixed Assets and Capital Contributions

e Distribution system enhancements are to be funded from rates, not capital contributions.

e The calculation of direct benefits for Eligible investments (to connect renewable energy
generation) should be on an aggregate basis, but may change to project-specific.

s The cost of Transmission Enabler facilities is initially funded through rate base. As generators
connect and make capital contributions, rate base is reduced accordingly.

o (Certain system modifications, that allow the connection of renewable generators and where
technical issues emerged after they executed a CCA, would be funded externally.
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* Transmission bypass compensation will be collected from Transmission Customers AND from
embedded customers via LDCs where appropriate.

* In-line breakers and modifications for multi-tapped generator connections to the transmission
system are pool-funded.

Connecting Remote Communities

e Connection of geographically remote communities to the grid will be managed through Hydro
One Remote Communities Inc. (HORCI).

—
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SECTION 5
INTERNATIONAL FINANCIAL REPORTING STAN DARDS ASSUMPTIONS

Hydro One will be adopting International Financial Reporting Standards (IFRS) for external financial
reporting beginning in 2011. However, because the International Accounting Standards Board (IASB)
has not made a final decision on the outcome of the exposure draft on Rate Regulated Accounting there
remain some uncertainties that could impact the IFRS implementation for Hydro One. As aresult, the
company needs to prepare business plans under both Canadian generally accepted accounting principles
(CGAAP) and IFRS.

IFRS Business Planning Assumptions:

¢  Capital Programs and projects are to be costed using both IFRS and CGAAP rates for 201 1-

* Two sets of standard rates need to be developed by the Subsidiaries: a) CGAAP rates and b) IFRS
rates to be used in costing work and which include only those costs that are allowable for
capitalization under IFRS rules. For Networks, Finance will be developing both IFRS and GAAP
standard rates and issuing them in May.

® Under IFRS the capitalization of corporate functions and services overhead is not allowed.

® Under IFRS, interest can only be capitalized on projects that are under construction/development
for greater than 6 months in duration. The impact of this change would be addressed by each
Subsidiary.

* Regulatory assets and liabilities are assumed to continue for planning purposes despite
uncertainty in the outcome of the final accounting rules in this area. A subsequent plan update
may be required should the IASB rule on the rate regulated accounting project.

® The Subsidiaries will be responsible for submitting a reconciliation between IFRS and CGAAP to
Corporate Finance in the accompanying spreadsheet, including an explanation of the key
differences.

IFRS standards are continuously evolving so the process of evaluating their impact will continue until
2011. To date, the IFRS team has identified several standards that will have a significant impact on
Hydro One’s accounting processes. For the 2011-15 Business Planning cycle we will incorporate the
impact of the major IFRS changes that are currently known. A brief summary of the most impactive
IFRS standards is provided below.

Capitalized Interest: Qualifying Assets

IFRS only permits interest to be capitalized on assets constructed/developed over a substantial period of
time. The impact of this standard will be that interest cannot be capitalized on most program work and
will only be capitalized on individual projects more than 6 months in duration.

Regulatory Assets and Liabilities

IFRS standards do not currently allow for the recognition of regulatory assets and liabilities in the
external balance sheet, although the OEB proposes to continue the operational use of deferral and
variance accounts. However, in July 2009, the IASB issued an exposure draft on accounting for Rate
Regulated Activities (RRA) that proposed recognition of regulatory assets and liabilities under IFRS. As
of April 2010 the outcome of the RRA project is uncertain although it appears likely that the exposure
draft will not be implemented in time for 2011. If rate regulated accounting is continued, it will likely be
continued based on a status quo CGAAP basis until a final IASB decision is made on the RRA project.
The IASB has sent the exposure draft back for further study. For business planning purposes, please
assume that regulatory assets and liabilities will continue to be recognized under IFRS in the same way
they are currently recorded under CGAAP.
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Contributed Capital

Under CGAAP and for OEB accounting, customer contributions are netted with associated fixed assets on
the balance sheet and are depreciated on a net basis. Under IF RS, most customer contributions are instead
reported as deferred revenue (long-term liability) and are amortized to revenue over the service life of the
related assets (which are depreciated based on gross cost). While some customer contributions are
recorded as revenue as received under IFRS, for planning purposes it should be assumed that all
contributions will be treated as deferred revenue and amortized straight-line over an assumed twenty-five
year period.

Depreciation/amortization

Under CGAAP, fixed and intangible assets are depreciated/amortized based on group depreciation rates
applied at the Uniform System of Accounts level. Under IF RS, straight-line rates are applied at the asset
level based on specific service lives assigned at the SAP asset class/category level. Depreciation
parameters on both a CGAAP and IFRS basis have been loaded in SAP fixed assets. As such, a
deprecation expense forecast can be produced at the corporate level. Hydro One Brampton will forecast
its own depreciation expense.

Consistent with prior years, Subsidiaries will be required to provide data on fixed and intangible assets
additions and retirements to allow a complete depreciation/ amortization forecast to be derived.

Fixed asset gains and losses (including premature retirement losses)

Under CGAAP, only asset gains and losses related to asset sales are recorded in current period
depreciation expense. Asset losses from premature asset retirement are charged to accumulated
depreciation. However, under IFRS, all gains and losses will be recorded in depreciation expense.
Corporate Finance will estimate the impact of such losses.

Interest Rate for Capitalization

Hydro One currently capitalizes interest based on the quarterly OEB prescribed interest rate. This interest
rate is equal to the Canadian Derivatives Exchange Mid Term Corporate Bond Index Yield. Under IFRS
Hydro One will be required to capitalize interest based on our actual weighted average borrowing cost.
Both the IFRS and GAAP based interest capitalization rates are provided in section 2 — Financial &
Costing Assumptions.

Capitalization Policy: Allowable & Disallowable Costs

IAS-16 “Property, Plant and Equipment” only allows for the capitalization of those expenditures that are
directly attributable to bringing the asset to the location and working condition for its intended use. On
February 24, 2010, the OEB issued a letter to all distributors to clarify its position on the regulatory
treatment of this accounting issue and they confirmed they require full compliance with IAS 16,
irrespective of any developments from the IASB on the RRA project. The OEB indicated that alternative
treatments to IAS 16 for regulatory purposes are only acceptable if authorized by the rate regulator.

Based on the OEB’s decision allowing an IFRS variance account for Networks’ Distribution rate
application for 2011, there will be no difference between the basis for costing assets. However, there is
still uncertainty on how the OEB will handle Transmission and other subsidiary disallowable costs. Given
this uncertainty, the 201 Ework capital program for all businesses and subsidiaries will be costed
under both CGAAP and IFRS rates to allow for the possibility that the potential alternative treatments
will not be approved by the OEB.

For IFRS costing, costs that are capitalized under CGAAP but that do not qualify as capital under IFRS
(i.e. disallowable costs) will be charged to OM&A expense. A table of the allowable and disallowable
costs is provided below.
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‘Standard Labour GAAP IFRS
Categories of Costs Assessment Assessment

Payroll Obligations:

Base Labour Allowable Allowable
Government Obligations Allowable Allowable
BTU/Hiring Hall Travel & Subsistence Allowable Allowable
Payroll Aliowances Allowable Allowable
Pension OPEB Allowable Mix

Contractual Time Away from Work:

Vacations and Statutory Holidays Allowable Allowable
Sickness and Accident Allowable Allowable
Banked Time Allowable Allowable

Time not Benefiting a Specific Program:
Safety Meeting & Training Allowable Disallowable
House Keeping and Down Time Allowable Disallowable

Field Supervision/Technical Support:

Labour Costs (Fixed Distribution Staff) Allowable Mix

Work Force Acquisition Allowable Disallowable
Barrie Administartion Clerical Support Allowable Disallowable
Provincial Mobile Radio Allowable Disallowable
Non-Labour Expenses Allowable Mix

Safety & Environment (Michelle) Allowable Disallowable
Work Methods and Training (Michelle) Allowable Disallowable
JAVA Support & Reports Allowable Disallowable

—
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SECTION 6
CF&S BUSINESS PLAN INSTRUCTIONS

1.0 OVERVIEW

The CF&S business plan submissions must be consistent with the Financial and Costing assumptions for
2011-2015 included in Section 2 of this document and the Hydro One Strategic Objectives in Section 3.

All CF&S units will be asked to justify their 2011-15 spending and clearly explain any variances vs.
previous years’ actuals and plan. Justification of expenditures is required even if your unit is not asking
for increases vs. last year’s plan. Please refer to Section 2, item 2.0 — Financial Guidance for additional
direction on preparing your CF&S business plans.

After your documents are submitted they will be reviewed by Finance and presented to the Executive
Committee for approval as part of a consolidated package.

2.0 CF&S PLAN DELIVERABLES

Activity Description

2011-15 business plan instructions issued May 6
CF&S business plans, cost allocation inputs and May 21
templates due to Finance (Including Inergi Sustainment)

CF&S risk management workshops completed May 21
Cost allocation results issued to subsidiaries Jun 7
Executive Committee Review of CF&S Plan Jun 29

The following documents are to be submitted by May 21, 2010 to Paul Zimba with a cc to Marc Villett
and Debra Vines.

a. CF&S Plan Templates (Appendix D)
The CF&S plan templates include the following tabs that require input:

Staff Details by Representation and Skills Sets

Labour details associated with Green Energy projects
Plan over Plan and Year over Year Labour Variances

Plan over Plan and Year over Year Non-Labour Variances
Detail of Non-Labour Costs

Communication Costs by Project (Corporate Communications only)
Rate Hearing Costs

Input - non-labour

Input — labour

Input — year end headcount

Input — FTE

Appendix D provides additional details on each of the tabs to be completed for the template. For
assistance in completing the template please contact your Inergi representative listed in the key
contacts section below. Finance will email a copy of the applicable CF&S plan template to each

unit.
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b.

C.

CF&S Written Business Plans(Appendix C)

Written business plans should be provided for: Corporate Services, Corporate & Regulatory
Affairs, General Counsel, Executive Office (Internal Audit), Finance and Health, Safety and
Environment.

Each unit should determine the length (recommended 5 pages) of their business plan document
needed to support their budget requirements and to articulate key issues and initiatives before
the Executive Committee. Appendix C provides an outline of the requirements for the written
business plan. When writing your business plan please also refer to section 2 for the Financial
& Costing Assumptions and section 3 for the Hydro One Strategic Objectives.

Staffing Approval Requests (Appendix B)

A staffing approval request must be completed (see Appendix B) for all planned increases in
regular staff positions that are greater than the lower of a) 2010 approved levels (from the
2010-14 plan) or b) March 2010 forecast. Even if your plan over plan headcount remains the
same, a staffing approval request is required if 2011 regular staff levels are higher than your
2010 approved (see example below).

2011-15 Plan 10 15

2010-14 Plan 10 15

Plan over Plan Variance 0 0

Year over Year Variance 5 <«—— Approval of 5 positions is required

All staffing approval requests will be presented to the Executive Committee for review and
approval. In addition, all external hires must be approved by a senior executive.

CF&S Cost Allocation Inputs

Hydro One uses a cost allocation model to allocate CF&S shared services OM&A costs to
Transmission, Distribution and its subsidiaries. The results of the cost allocation model are
reviewed by an external consultant and included in a report filed with the OEB as part of our
rate application process. Interveners and the OEB closely scrutinize the results of the cost
allocation study and ask questions about major shifts in the allocation vs. prior years. The
CF&S cost allocations also represent a cost to the Hydro One subsidiaries so they closely
review the results as well. Therefore, it is important that each unit prepares an accurate
activity analysis and that all changes in allocations vs. last year’s plan are clearly
explained.

Please complete the attached templates below for your department(s). Verify that the total of
each template equals 100%. For your reference the templates have been pre-populated with the
cost allocation inputs used for the 2010-14 plan.

e Cost allocation inputs — labour

2011- 2015 CCCM
Input_Labour.xis

e Cost allocation inputs — non-labour
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X
2011-2015 CCCM
Input_Non-Labour.xle

Finance will also contact the appropriate staff to collect updated inputs for Inergi, OEB and
insurance costs as well as volume and data drivers.

Cost Allocation Definitions for Input templates

e Tx - percentage of time/dollars to be allocated to Transmission

e Dx - percentage of time/dollars to be allocated to Distribution

o General T&D — percentage of time/dollars to be split between Transmission and
Distribution. This field is to be used when you know an activity is for Networks only
but do not know the split between Transmission and Distribution. The cost allocation
mode] will automatically split the time/dollars between Transmission and Distribution
based on general cost drivers.

e General HOI Operations - this field is to be used when you cannot directly assign

percentages to any of the specific categories. The cost allocation model will

automatically split the time/dollars between Transmission, Distribution and the

subsidiaries based on general cost drivers.

Telecom — percentage of time/dollars to be allocated to Hydro One Telecom

Remotes — percentage of time/dollars to be allocated to Hydro One Remotes

Brampton — percentage of time/dollars to be allocated to Hydro One Brampton

Shareholder Only — percentage of time/dollars to be allocated to Hydro One Inc.

e. Corporate Level Adjustments

Finance will contact the appropriate staff to collect inputs for the 2011-15 corporate level
adjustments plan.

f- Inergi Sustainment Costs

Finance will issue the planning template for Inergi Sustainment costs to the appropriate staff.
Appendix F provides more detail on the requirements for the Inergi Sustainment plan.
Networks Contract Management (Don Mclnnes) will coordinate the Inergi Sustainment costs
business plan with specific inputs as follows and will be required in advance to ensure the
Inergi Sustainment business plan is provided by May 21, 2010 to Paul Zimba with a cc to Marc
Villett and Debra Vines.

CF&S Risk Management Workshops

Each CF&S unit will be required to complete a risk workshop to comply with the Hydro One Enterprise
Risk Management Policy requiring all units to complete risk assessments annually. Finance will contact
each unit to co-ordinate the risk workshops.

3.0 CF&S ORGANIZATIONAL UNITS

Detailed financial information required for 201 F should be submitted for each of the CF&S units
according to the format specified on the templates. See Appendix E - CF&S Organizational Units.
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SECTION 7
BUSINESS PLAN INSTRUCTIONS - SUBSIDIARIES

1.0 OVERVIEW

Similar to last year we are requesting a five year business plan. In addition, to ensure we have sufficient
borrowing capability over the longer term we are requesting a forecast of any specific requirements for
the 2016-2020 timeframe (see section m) in Appendix C).

Hydro One will be adopting International Financial Reporting Standards (IFRS) for external financial
reporting beginning in 2011. However, because the International Accounting Standards Board (IASB)
has not made a final decision on the outcome of the exposure draft on Rate Regulated Accounting there
remain some uncertainties that could impact the IFRS implementation for Hydro One. As a result, the
company needs to prepare business plans under both Canadian generally accepted accounting principles
(CGAAP) and IFRS. Section 5 provides additional guidance on the IFRS assumptions to be used when
preparing your 2011-15 business plan.

2.0 SUBSIDIARY PLAN DELIVERABLES

Activity Description

Brampton business plan and template due to Corporate | Apr 12
Finance (including staffing approval requests)

2011-15 business plan instructions issued May 6
Cost allocation results issued to subsidiaries Jun?
Brampton Board Approval: 2011-15 Brampton Jun 9

business plan
Remotes and Telecom business plans, staffing approval | Jun 14
requests and templates due to Finance
Executive Committee review of Brampton business TBD
plan (including staffing requests)
Executive Committee Review of Remotes and Telecom | Jun 22
business plans (including staffing approval requests)

The following documents are to be submitted by Remotes and Telecom by June 14, 2010 to Marc Villett
with a CC to Debra Vines.

a. Written Business Plans (Appendix C)

Each subsidiary should determine the length of their business plan document needed to support
their budget requirements and to articulate key issues and initiatives before the Executive
Committee. Appendix C provides an outline of the requirements for the written business plan.
When writing your business plan please also refer to section 2 for the Financial & Costing
Assumptions, section 3 for the Hydro One Strategic Objectives and section 5 for guidance on
International Financial Reporting Standards (IFRS).

b. Staffing Approval Requests (Appendix B)

A staffing approval request (see Appendix B) must be completed for all planned increases in
regular staff positions that are greater than the lower of a) 2010 approved levels (from the
2010-14 plan) or b) March 2010 forecast. Even if your plan over plan headcount remains the
same, a staffing approval request is required if 2011 regular staff levels are higher than your
2010 approved (see example below).
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2011-15 Plan 10 15
2010-14 Plan 10 15
Plan over Plan Variance 0 0

All staffing approval requests will be presented to the Executive Committee for review and
approval. In addition, all external hires must be approved by a senior executive.

¢. Staffing Details by Representation and Skill Sets (Appendix A)

Each subsidiary must complete the staffing details and skill set template in Appendix A. The
staff numbers included in Appendix A are to be consistent with your business plan and the
staffing approval requests (Appendix B). Explanations are required for plan over plan and year
over year changes in staff levels.

d. Financial Template

As in previous years each subsidiary is asked to complete a financial template which will be sent
by Ryan Lee to each subsidiary via email. The templates have been updated for 2009 actuals and
the remaining years contain data from the 2010 -2014 business plan. Use the templates to
provide ROE, rate base, CCA and other relevant financial details. Do not add rows or columns

without irior consultation with Hidro One — Finance
Remotes and Telecom are to submit their comileted financial template by June 14, 2010 t(-
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SECTION 8
BUSINESS PLAN INSTRUCTIONS — DIRECT LOB PLANS

1.0 OVERVIEW

The direct LOB business plan submissions must be consistent with the Financial and Costing assumptions
for 201 ! included in Section 2 of this document and the Hydro One Strategic Objectives in Section
3. Direct LOB plans are to be provided for the following units: Asset Management Direct, Customer
Care Support, Fleet, Network Operating and Customer Business Relations.

All units will be asked to justify their 2011-15 spending and clearly explain any variances vs. previous
years’ actuals and plan. Justification of expenditures is required even if your unit is not asking for
increases vs. last year’s plan. Please refer to Section 2, item 2.0 — Financial Guidance for additional
direction on preparing your business plans.

After your documents are submitted they will be reviewed by Finance and presented to the Executive
Committee for approval as part of a consolidated package.

2.0 DIRECT LOB PLAN DELIVERABLES

Activity Description

2011-15 business plan instructions issued May 6

Direct LOB business plan templates due to Finance May 31

The direct LOB plan templates are to be submitted by May 31, 2010 to Tony (Ajay) Puri with a cc to
Marc Villett and Debra Vines. The requirements for LOB written business plans and staffing approval
requests are described in section 8 of this document.

a. Direct LOB Plan Templates (Appendix D)
The Direct LOB plan templates include the following tabs that require input:

Staff Details by Representation and Skills Sets

Plan over Plan and Year over Year Labour Variances

Plan over Plan and Year over Year Non-Labour Variances
Detail of Non-Labour Costs

Rate Hearing Costs

Input - non-labour

Input — labour

Input — year end headcount

Input — FTE

Appendix D provides additional details on each of the tabs to be completed for the template. ’
email a copy of the applicable Direct LOB plan template to each unit.
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SECTION 9
BUSINESS PLAN INSTRUCTIONS — LOB / ASSET MANAGEMENT

1.0 OVERVIEW

Asset Management and each line of business (E&CS, Grid Operations and Customer Operations) are to
complete a five year business plan for 2011-15. The business plan submissions must be consistent with
the Financial and Costing assumptions included in Section 2 of this document and the Hydro One
Strategic Objectives in Section 3.

Hydro One will be adopting International Financial Reporting Standards (IFRS) for external financial
reporting beginning in 2011. However, because the International Accounting Standards Board (IASB)
has not made a final decision on the outcome of the exposure draft on Rate Regulated Accounting there
remain some uncertainties that could impact the IFRS implementation for Hydro One. As a result, the
company needs to prepare business plans under both Canadian generally accepted accounting principles
(CGAAP) and IFRS. Section 5 provides additional guidance on the IFRS assumptions to be used when
preparing your 2011-15 business plan.

All LOBs will be asked to justify their 2011-15 spending and clearly explain any variances vs. previous
years’ actuals and plan. The work program to be executed by each LOB should be consistent with the
approved Asset Plan for 2011-15.

2.0 LOB/ASSET MANAGEMENT PLAN DELIVERABLES

2011-15 business plan instructions issued May 6

Asset Management issues full asset plan to LOBs for Junl
pricing

Final Pricing of all programs and projects input to Jun 30
HIPP

Review of Asset Plan and draft financials by Senior Aug 4
Management

Draft LOB business plans and staffing requests due to | Aug 13
Corporate Finance
Draft Asset plan document due to Corporate Finance Aug 20

EC Review: Asset Plan document, AM direct business | Sep 14
plan, E&CS business plan and staffing requests
EC Review: Grid Operations and Customer Operations | Sep 21
business plans and staffing approval requests

The following documents are to be submitted to Tony (Ajay) Puri with a cc to Marc Villett and Debra
Vines based on the schedule above.

a. Written Business Plans(Appendix C)

Written business plans should be provided for: E&CS, Grid Operations, Customer Operations,
Asset Plan and Asset Management Direct. Each unit should determine the length of their
business plan document needed to support their budget requirements and to articulate key
issues and initiatives before the Executive Committee. Appendix C provides an outline of the
requirements for the written business plan. When writing your business plan please also refer
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to section 2 for the Financial & Costing Assumptions, section 3 for the Hydro One Strategic
Objectives and section 5 for guidance on International Financial Reporting Standards (IFRS).

Staffing Approval Requests (Appendix B)

A staffing approval request must be completed (see Appendix B) for all planned increases in
regular staff positions that are greater than the lower of a) 2010 approved levels (from the
2010-14 plan) or b) March 2010 forecast. Even if your plan over plan headcount remains the
same, a staffing approval request is required if 2011 regular staff levels are higher than your
2010 approved (see example below).

Regular Headcount 2010 | 2011

2011-15 Plan 10 15

2010-14 Plan 10 15

Plan over Plan Variance 0 0

Year over Year Variance 5 <«——— Approval of 5 positions is required

All staffing approval requests will be presented to the Executive Committee for review and
approval. In addition, all external hires must be approved by a senior executive.

Staffing Details by Representation and Skill Sets (Appendix A)

Asset Management and each LOB must complete the staffing details and skill set template in
Appendix A. The staff numbers included in Appendix A are to be consistent with your
business plan and the staffing approval requests (Appendix B). Explanations are required for
plan over plan and year over year changes in staff levels.
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SECTION 10
BUSINESS PLAN INSTRUCTIONS — ASSET PLAN DOCUMENTS (APDs)

Asset planning documents form the basis of the Hydro One work program and Asset plan. As in previous
years, planners will be asked to complete APDs and enter them into HIPP. Asset Management will issue
separate instructions that address the requirements for completion of the APDs.

For 2011-15 there will be an increased focus on review and analysis of the APDs. Each APD will be
reviewed by a senior cross functional team. The purpose of the review will be to ensure that the APDs
are of sufficient quality that they can be used to support future rate filings and that integration points and
cross functional issues are identified. There will also be a review of resourcing requirements to ensure
that each LOB is able to execute the work requirements identified in the APDs.

Similar to last year, APDs are to be priced in both Canadian GAAP and IFRS. Finance will issue updated
standard rates in May. For additional guidance on IFRS please refer to Section 5.

Activity Description Date
2011-15 business plan instructions issued

First draft APD submissions to HIPP May 21
Asset Management completes APD risks review May 28
Asset Management issues full asset plan for pricing Jun 1
Second Draft APD submissions received Jun 4
Finance updates APD submissions to current dollars Jun 9
Senior review and feedback of Second Draft APDs Jun 21
completed

Third draft APDs updated. Final Pricing of all Jun 30
programs and projects in current dollars input into

HIPP

Review of Asset plan and draft financials by Senior Aug 4
Management (like Sunnybrook)

Draft Asset Plan document submitted to Corporate Aug 20
Finance

All LOB APDs will be reviewed by Asset Management while CF&S APDs for BIT, Real Estate, Health,
Safety and Environment and Corporate Security will be reviewed by Corporate Finance.
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APPENDIX A
STAFFING DETAILS & SKILL SETS

(for SUBSIDIARIES, ASSET MANAGEMENT & LOBs)
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APPENDIX A: STAFFING DETAILS & SKILL SETS

Staffing levels are to be consistent with the current approved strategies. They must also be
consistent with your business plan and staffing approval request (Appendix B). Explanations are required
for plan over plan and year over year changes in staff levels.

Please use the accompanying Excel file to complete your staffing details and return the completed
file to Corporate Finance along with your Business Plan.

Staffing Templates -
Subs & LOBs. xls



APPENDIX B
STAFFING APPROVAL REQUEST

(For All Units)
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1.

STAFFING APPROVAL REQUEST
2011-15 Business Plan
HIRING FOR [unit name]

2011 Hiring

Summary

MCP | Society | PWU Total

2011 Plan'

Lower of 2010 Plan, or 2010 March Forecast ;

"Ties to 2011-15 business plan submission. -

» Ties to 2010-14 business plan approved.

This is a request for approval to hire # staff - # MCP, # Society, # PWU in 2011, to enable [UNIT
NAME] to achieve the proposed staffing level in the above table.

This request results in the overall staff level being consistent with/higher than/lower than the 2010
plan, with the new hires addressing requirements stemming from:
o Changes in the work program [# OF NEW HIRES]
= [INDICATE KEY PROGRAMS, PROJECTS AND INITIATIVES DRIVING
CHANGE]
o Succession planning [# OF NEW HIRES]
v [INDICATE SKILL CATEGORIES DRIVING CHANGE]

Indicate how company and departmental goals are met with this staff proposal.

The overall staffing level being proposed assumes achievement of a [$XXX] work program for
[UNIT NAME]. This regular staffing complement will be augmented by [MENTION STRATEGY
RE NON-REGULAR STAFF/ EXTERNAL CONTRACTORS/ ETC.]

o The new hires are derived from the known total staff level requirement and an estimated
attrition rate. As such, the actual level of new hires (as well as skill categories and labour
groups) may vary depending on how the attrition variable materializes.

o [UNIT NAME] will need to manage the forecast uncertainty with regard to new hires and
attrition. As such, to allow for some flexibility, it is being requested that accountability
be focused on the overall staff level. [UNIT NAME] will need to manage within this
overall staff level. Any action which may result in increasing the overall staff level will
have to be brought forward again to the Executive Committee for approval.

Resourcing Strategy:

Describe overall strategy.
o % of work supported by regular/non-regular/outsourced staff
= [dentify factors driving this breakdown
= Note areas being supported by each type
o ldentify # of new hires in above table relating to pre-hiring
» Training assumptions for the pre-hires
= Relate assumptions to historical experience



STAFFING APPROVAL REQUEST
2011-15 Business Plan
HIRING FOR [unit name]

o Describe how risk of not filling vacancies (i.e., skill shortage in industry) is being
addressed
* Identify skill categories where risk is of the greatest concern

* Provide brief rationale for new hires in each skill category.
o Describe timing of new hires within the year.

o Note the positions being hired for and the key functions of each position.

2. Overall Staff Level Comparisons

2008 | 2009 | 2010' | 2011

Per 2011-15 Business Plan
Per 2010 Staffing Approval

2011 higher/(lower) than 2010 - -
! 2011-15 Business Plan reflects 2010 year-end projection; 2010 Staffing Approval refl

» Ifapplicable, indicate extent to which proposed staffing plan reflects shifting of hiring #s across years
from what had been approved.
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WRITTEN BUSINESS PLAN REQUIREMENTS




APPENDIX C: WRITTEN BUSINESS PLAN REQUIREMENTS

a. Vision Statement

¢ Include a vision statement for your unit. A vision statement outlines what the organization wants
to be, or how it wants the world in which it operates to be. It concentrates on the future. It is a
source of inspiration. It provides clear decision-making criteria.

¢ The vision statement should be consistent with Hydro One Strategy

b. Mission Statement

¢ Include a mission statement for your unit. A mission statement is a brief description of a
company's fundamental purpose.

¢. Overall Strategy

» Describe the strategy of your unit.

e Confirm whether the proposal is consistent with Hydro One Inc.’s strategic objectives (see
section 3 of this document) and business objectives cascading from them (i.e. discuss subsidiary
strategy and how it aligns with/support the Hydro One Inc. strategy and initiatives).

e Outline any material changes from last year’s business plan. Discuss initiatives to meet the Hydro
One goals as referred to in the Strategic Objectives.

e Indicate business plan highlights.

e Summarize any issues of note.

d. SWOT (Strengths, Weaknesses, Opportunities, Threats) Analysis

e Prepare a SWOT analysis for your unit
e A description of each of the elements of a SWOT analysis is provided below.

Environmental Scan

Internal Analysis External Analysis
Strengths Weaknesses  Opportunities Threats
Strengths

A unit’s strengths are its resources and capabilities that can be used as a basis for competitive
advantage. These attributes are within the organization and within its control. Examples of
strengths include: strong brand names, low cost structure, good reputation with customers, highly
skilled workforce, processes, stable balance sheet, strong credit rating proprietary processes etc...

Weaknesses

Internal factors within an organization’s control that detract from the organization’s ability to attain
its strategic objectives.  Examples of weaknesses include: high cost structure, poor customer
reputation, staff turnover, inexperienced staff, supply chain, reliability of data, leadership, etc...
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Opportunities

The external environment may provide new opportunities for profit and growth. Examples of
opportunities include: technological innovations, competitor weakness, new markets, industry or
lifestyle trends, partnerships, etc...

Threats

Threats are external factors beyond the organization’s control that threaten achievement of the
organization’s objectives. Examples of threats include: emergence of substitute products, new
regulations, competition, political change, public opposition to key projects, economy, etc. ..

e. Significant Assumptions and Interdependencies

¢ Discuss key assumptions and interdependencies for the business plan
¢ Ensure consistency with corporate assumptions

f. Risks

Your business plan submission should include an assessment of the major risks to achieving key
initiatives and targets and how each key risk is being mitigated and the funding required to reduce
the residual risk to an acceptable level. Note that the risk assessment should be compliant with the
Hydro One Enterprise Risk Management Policy. Please seek advice or assistance from John Fraser,
the Chief Risk Officer, as needed.

e Identify the top risks to meeting your business objectives
¢ Any other subsidiary-specific risks — other threats to achievement of your results
e For each key risk:

Briefly describe the risk

Briefly describe the current mitigation plan

Briefly describe new mitigation planned (if the risk is not tolerable), including:

Key sources of incremental funding (must be more specific than “non-critical work
programs will be deferred”)

Rate the combined magnitude and probability (very high to very low) after existing and
planned mitigation is considered (if needed, seek advice from the Chief Risk Officer on
this)

Any new risks created from the shifts in funding (with a rating of combined magnitude
and probability)

Overall residual risk accepted and why (mitigation too costly, probability very small,
etc.)

g. Productivity and Efficiency Initiatives

e Describe in detail the initiatives and how they support the overall work execution strategy.

e Discuss ongoing and new initiatives.

e Include cost savings to be achieved in each year of the business plan

» Note any significant changes compared to prior years.

e Describe how Cornerstone savings applicable to your unit will be achieved

¢ Bill Christie is responsible for value realization for Hydro One Networks and will collecting and
validating all productivity initiatives.

h. Performance Measures & Targets

e Provide performance measures and targets for 2010 and 2011
e Identify any significant changes compared to prior years.
e Ensure congruency with Hydro One Strategic Objectives.
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Resourcing strategy/staff levels (CF&S only — other units to use j.-Work Execution Strategy)

¢ Describe resourcing strategy for completing work program for your unit

» Staffing levels are to be consistent with the current approved strategies.

* Discuss how your unit plans to deal with staff demographics as well as changing work loads
through the plan period

* A separate template will need to be completed for staffing approval requests (see Appendix B)

® Describe work requirements related to Green Energy Act

Work Execution Strategy (LOBs, Asset Management & Subsidiaries only)

* Indicate work program levels to be achieved (LOBs should match work program levels to the
approved 2011-15 Asset Plan)
o Identify the high priority work programs
o Identify projects that will support the Green Energy Act
o Identify significant changes from prior year’s plan

e Identify any challenges/issues/limitations in doing work
o Impact of carryovers
o Availability of system outages to do work
o Factors that are increasingly making execution of work more difficult (e.g. confined
space regulations)

e Resourcing Plan
o Highlights of the strategy
= [nternal vs. external hiring
» Regular vs. non-regular staff requirements
. The risks surrounding use of regular versus non-regular staff should also
be discussed.
= Qutsourcing strategy
e Identify type of work outsourced and the dollar amounts involved both
historically and as projected
 Describe progress to date relative to information previously presented to the
Hydro One Board
¢ Please complete the attached template in section o. below (if applicable) to
identify any projects or significant portions of projects that are anticipated to be
outsourced in 2011-15 Business Plan
= Materials (shortages and lead times)
o Resourcing requirements to complete the work identified
* Please complete the staffing details and skill set template in Appendix A
* Identify how gap is being addressed by strategy
= Describe how corporate initiatives are being leveraged
* Please complete the attached staffing approval request template in Appendix B
(if applicable) for any new staff requests
o Key assumptions
o Key challenges/issues
= Competition for internal resources
= Skill areas where demand is greatest and actions required to attract qualified
candidates
®=  Succession planning
= Resource gaps over time
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k. Work Program Details & Direct Operating Costs (Asset Management and LOBs only)

Work program details are to be provided as a table in the business plan. The work program totals
must match the approved Asset Plan and be submitted for both GAAP and IFRS. A copy of the
template to be used for submission is provided below.

Expenditure Details
Template - LOBs & As

A summary of direct operating costs is to be provided as a separate appendix for the total LOB.
These should be consistent with the direct plans submitted in section 8 above.

l. Financial Results (Subsidiaries only)

» Discuss any plan-over-plan and year-over-year changes in the financial results. Highlight
prioritized initiatives to meet the Hydro One Strategic Objectives.

¢ Discuss the impact of IFRS vs. GAAP on financial results for all the plan years.

¢ Brampton must separately identify ongoing CDM initiatives where applicable.

¢ Use the attached template to update financial results.

Financial Results
Template - Subs.xls

m. Long Term Qutlook (Subsidiaries only)

¢ Discuss long-term strategic initiatives to enhance work plan execution (e.g. outsourcing)

n. Qutsourced Work (LLOBs and Asset Management only)

Please use the accompanying Excel file to complete identify any projects or significant portions of
projects that your LOB plans to outsource from 2011-15 and include the completed file as an
appendix to your Business Plan.

Qutsourced Work
Template.xis

0. Health Safety & Environment Plan (1.OBs and Asset Management only)

For the 2011-15 business plan all LOBs and Asset Management will be asked to develop a health,
safety and environment (HSE) plan. The HSE plan must be linked to the overall corporate HSE
objectives. It should also contain specific action items, accountabilities and target completion
dates. A copy of the template to be used when developing your HSE plan is attached below. The
HSE plans should be developed in conjunction with the HSE organization. Please contact your
field HSE representative for assistance in preparing your HSE plan.
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Network HSE BP
Tempilate.doc

Business Plan and 2011 Staffing Approved:

Prepared by: Title:

Reviewed by: Title: Date:
LOB/Subsidiary/CF&S Vice
President

Reviewed by: Title: Date:
Corporate Controller

Approved by: Title: Date:

Executive Committee
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APPENDIX D
CF&S & DIRECT LOB TEMPLATE INSTRUCTIONS
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APPENDIX D: CF&S and DIRECT LOB TEMPLATE INSTRUCTIONS

1) Summary and Analysis Tabs (to be completed and reviewed by BU leaders)

(a) OM&A Summary
(a) Shows a summary of OM&A expenditures for the current and prior business plan as
well as plan over plan (POP) and year over year (YOY) variances in dollars a well as
percentages. Labour is split between regular and non regular staff and non labour
costs are listed by cost category.
(b) Also shows total headcount levels and the related POP and YOY variances.
(c) The tab is automatically updated by inputs from other tabs.

(b) OM&A Detailed Summary

* Shows a detailed summary of OM&A expenditures for the current and prior business
plan as well as POP and YOY variances. Labour is split between regular and non
regular staff with each category further split by representation. Non labour costs are
listed by cost category.

* Also shows FTE and headcount levels by representation as well as the related POP
and YOY variances.

e The tab is autematically updated by inputs from other tabs.

(c) Table 1 — Staff Details by Representation and Skills Sets
* Summary of headcount levels for the current business plan by representation and
skills sets for both regular and non regular staff.
e Use yellow cells to update the following:

- Skills sets by representation;

- 2009 actual headcount and vacancies which add up to total approved positions by
skills sets and representation. For non regular staff only actual headcount should
be entered;

- Retirements, transfers and new hires for subsequent years for regular staff. New
hires should not include hires to fill vacancies from 2009; and

- Changes in headcount for non regular staff. Unlike regular staff, all changes in
headcount for non regular staff should be input under the change column as
opposed to splitting them into retirements, transfers and new hires.

¢ All the other cells are automatically updated by inputs from other cells and tabs.

(d) Table 2 — Plan over Plan and Year over Year Labour Variances

* Shows total labour expenditures and headcount levels for both regular and non
regular staff and the related POP and YOY variances.

e Use yellow cells to update the following:
- Actuals for 2007 to 2009 for both expenditures and headcount; and
- Variance explanations for both POP and YOY by year, with explanations clearly

highlighting the drivers of changes in costs and headcount.
¢ All the other cells are automatically updated by inputs from other cells and tabs.

(e) Table 3 — Plan over Plan and Year over Year Non-Labour Variances
¢ Shows total non labour expenditures by cost category and the related POP and YOY
variances.
¢ Use yellow cells to update the following:
- Non labour actuals for the years 2007 to 2009; and
- Variance explanations for both POP and YOY by year.
»  All the other cells are automatically updated by inputs from other cells and tabs.
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2)

(f) Table 4 — Detail of Non-Labour Costs
e Shows details of non labour costs for the current business plan for consultants,
contractors, general miscellaneous, courses and conferences and other.
e Use yellow cells to identify non labour details such as programs, projects, specific
engagements, etc that make up the respective non labour costs.

(g) Table 5 — Communication Costs by Project (Corporate Communications only)

e Shows details of both internal and external communication costs by project for the
current business plan, total communication costs for the prior business plan as well as
POP and YOY variances.

¢ To be completed by Corporate Communications only.

e Use yellow cells to update the following:

- Details of both internal and external communication costs by project for the
current business plan including 2007 to 2009 actuals;
-Total communication costs for the prior business plan; and
- Variance explanations for both POP and YOY by year.
o  All the other cells are automatically updated by inputs from other cells.

(h) Table 6 — Labour for GEA Projects (CF&S only)
e Shows the labour dollars for each CF&S unit that are to be charged to Green Energy
Act projects.
¢ Use yellow cells to input a) the number of staff from your unit that are working on
Green Energy Act projects; b) the estimated percentage of their time spent on Green
Energy Act projects and c) the percentage of productive time for each employee (i.e.
— actual time working — excludes vacation, sick time, training etc...)

(i) Table 7 — Rate Hearing Expenditures

o Shows details of rate hearing costs by activity type and type of application (Tx or
Dx), for the current business plan. This is to be used for incremental rate hearing
costs only, such as studies (e.g. — cost allocation) required for the rate filing. The
internal costs of staff working on the rate filing are not to be included in this
table.

¢ Use yellow cells to provide descriptions for hearing activities, type of application
(Tx or Dx) and related costs.

Input Tabs

(a) Input — Non Labour
e Input tab for non labour costs.
e Use blue cells to input non labour costs by year, department and account.
e  Amounts should be input in full dollars. e.g. $75k should be entered as $75,000.

(b) Input — Year End Headcount
e Input tab for year end headcount.
e Use blue cells to input year end headcount by year, department, representation and
band. Separate input cells should be used for regular and non-regular staff.
s Total regular and non regular headcount levels entered on this tab should equal
running year end headcounts in table 1.

(c) Input — FTE Levels
e Input tab for FTE levels which drive labour costing.



* Use blue cells to input FTEs by year, department, representation and band. Separate
input cells should be used for regular and non-regular staff.

* Use fractions if necessary as numbers entered are subject to annualized assumptions
e.g. summer student for 3 months (non regular) = 3/12 = 0.25 (time factor) x 0.5
(salary factor for MP5) = 0.13.

e Use green cells to input overtime and other allowances, power-flex and long-term
incentive adjustments and adjustments to assumed annual salaries by representation.
The amounts should be entered in full dollars.

3) Automatically Updated & Restricted Tabs
The following tabs are automatically updated by inputs from other tabs and should not be
updated by end users:
¢ Consolidated Green sheet;
Non Labour — Detail Summary;
Summary by Department (A — J);
Labour Inter Calc by department; and
LCA Control.

44



APPENDIX E
CF&S ORGANIZATIONAL UNITS
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APPENDIX E: CF&S ORGANIZATIONAL UNITS

HONI
e Corporate Services
- Senior Vice - President
- Human Resources - including Inergi sustainment costs
- Directorate
- Operations
- Compensation & Benefits
- Staffing & Leadership
- Labour Relations
- Service Management - excludes Inergi sustainment costs
- Business Architecture
- Enterprise Architecture and Information Systems
- Power system IT
- Corporate Security

¢ Finance
- Corporate Controller - including Inergi sustainment costs
- Taxation
- Treasury (includes Claims & Insurance and Decision Support)

e Internal Audit & Risk Management
¢ General Counsel & Secretary (includes Law & Corporate Secretariat)

e Corporate & Regulatory Affairs
- VP Corporate & Regulatory Affairs
- Corporate Communications — including Internal, External, and General
- Regulatory Affairs & Pricing Support
- First Nations and Métis Relations
- Facilities & Real Estate Services
- Major Project Coordination and External Relations
- Outsourcing Services
- Supply Chain Services

e Health, Safety & Environment

HOI
- Chair
- General Counsel & Secretary
- Board
- VP Office

- Corporate Secretariat
- President/CEO Office (including Donations)
- Treasury
- Chief Financial Officer (CFO)
- Pension Administration
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APPENDIX F
INERGI SUSTAINMENT COSTS

(For CF&S)
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APPENDIX F: INERGI SUSTAINMENT COSTS

Accountabilities

Networks Contract Management (Don Mclnnes) will coordinate the Inergi Sustainment costs
business plan with specific inputs as follows and will be required in advance to ensure the Inergi
Sustainment business plan is provided by May 21, 2010 to Paul Zimba with a CC to Marc Villett
and Debra Vines. Separate emails will be distributed with the planning template for Inergi
Sustainment costs.

e CSO -David Adams

¢ Settlements -Graham Henderson

e Finance -Anjum Khan

¢ HR - Elisa Piserchia / Judy McKellar

e SMS -Jane Mock / George Carlton

e ETS -Christine Loube / JJ Blais
Details Required

As part of the updated submissions, the business units are to comment on plan-over-plan changes
and year-over-year changes. The following details are required:
e Costs in the planning period —i.e. what services are being purchased;
e Changes in base line and reasons for the change: COLA, ARCs/RRCs, OPEB; Separation
of Scope and Volume changes that are "approved" (approved change orders) and those
that are “forecast” (discretionary);
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APPENDIX G
LIST OF KEY CONTACTS FOR BUSINESS PLAN PROCESS

49



50



2011 Business Plan Instructions
E-Mail




2011 - 2015 Hydro One Business Plan Instructions Page 1 0f2

2011 - 2015 Hydro One Business Plan Instructions

deb.vines

to:

m.darcey, n.mequeen, wayne.smith, t.i.goldie, peter.gregg, john.fraser, joe.agostino, ralbert,
paul.marchant, carmine.marcello, john.macnamara

06/05/2010 04:09 PM

Sent by:

Ce:

susan.e.frank, stevensr, don.mcinnes, david.curtis, steve.strome, judy.mckellar, chris.price,

Vince. Alicandri, mike.penstone, george.carleton, g.rossini, mike.sheehan, m.morrissey.oryan,
gary.gough, allan.cowan, mark.fukuzawa, a.suleman, d.hardy, Jane.Mock, ajay.puri, stan.but,
rick.rhodes, jgribbon, tpaul, sue.rob, c.truax, una.oreilly, Dave.Farrell, christine.loube, ian.malpass,
natalia.gaydukevych, brad.colden, Scot.Hutchinson, allan.david, lity.yee, laura.cooke, David.Adams,
LeeAnne.Cameron, 1.ens, peter.erdman, karen.newman, Nina.Cuyegkeng, marc.villett, Ryan.LEE,
paul.fraser, p.mcmullen, Robert.Cultraro, Paul.Zimba, robert.berardi, deb.vines, brad.mavins,
tan.malpass, Elisa.PISERCHIA, anne-marie.reilly, george.juhn, Bing.Young, jj.blais, Michael. Winters,
lei.wang, doug.clare, bill.christie, kathleen.kerr, jason.macdermott, Mario.Mallozzi

Show Details

History: This message has been replied to and forwarded.
<<2011-15 Business Plan Insiructions.doc>>

Please find aftached the Business Planning instructions for 2011-15. The 2011-15 business planning instructions
apply to all business units/departments and subsidiaries. Unlike last year we will not issue separate instructions
for each phase of the process, with the exception of the APD process. Asset Management issued separate
instructions on May 4 related to the input of APDs into HIPP. The business planning instructions have been
divided into sections that are applicable to each phase of the process so that you only have to read the sections
applicable to your unit.

In its recent decision on Hydro One’s 2010/2011 Distribution rate application, the Ontario Energy Board (OEB)
reduced our approved operations, maintenance and administration (OM&A) expense by $40 million in each year
: h D al ext i by $48 million & and $43 million in

an ongoing basis. The specific impact of the OEB’s 2010/11 Distribution decision on individual departments
and/or work programs is well underway. It is clear from the OEB’s comments in their decision that they expect
Hydro One to focus its spending priorities.

Therefors, given the current environment Hydro One faces it is important that all costs included in your 2011-15
business plan are necessary and supportable. All units will be asked to justify their 2011-15 planned
expenditures and staffing levels and clearly explain any variances vs. previous year's actuals and plan.
Justification of planned expenditures is required even if you are not requesting an increase vs. the 2010-14 plan.
Additional direction on 2011-15 plan expenditure levels is provided in the business plan instructions document.

Key Changes for the 2011-15 Business Planning Cycle Include:
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o November Board meeting to approve the Business Plan and Budget (An interim plan will not be
presented in mid year)

The wo.rk‘program will be priced for planning purposes in both Canadian GAAP and IFRS for 201 1-
15. This is necessary due to uncertainties regarding the outcome of the Rate Regulated Accounting
exposure draft currently being reviewed by the Intemational Accounting Standards Board

Revised APD format

Streamlined staffing templates

Revised CF&S plan template
Condensed timeframe (fewer iterations)

0

o C 0O

Key Dates

Date Day
21-May Fri CF&S costs (including Inergi sustainment), business plan write-ups, and staffing
approval requests due to Corp Finance

CF&S Cost Allocation inputs due to Corporate Finance

First Draft APD submissions to HIPP
31-May Mon  AM Direct business plan, Customer Care Support, Fleet, Network Operating, Customer
Business Relations, Depreciation, external revenue and cost of sales, inventory plans due to Corporate
Finance
14-Jun Morn Remotes and Telecom business plans and templates due to Corp Finance (incl. staffing
approval requests)
21-Jun Mon Senior review and feedback of Second Draft APDs completed
22-Jun Tue EC Review: Remotes and Telecom business plans (incl. staffing approval requests)
29-Jun Tue EC Review: CF&S business plans, staffing approval requests and Inergi Sustainment
30-Jun Wed Third draft of APDs updated. Final “Pricing” of all Programs and Projects in current
dollars input into HIPP.
4-Aug Wed Review of Asset Plan and draft financials by Senior Management (like Sunnybrook)
13-Aug Fri Draft LOB business plans and staffing requests submitted to Corporate Finance
20-Aug Fri Draft Asset Plan Document submitted to Corporate Finance

Draft Green Energy plan submitted to Corporate Finance
23-Aug Mon Asset Management to provide list of productivity initiatives for Networks
14-Sep

Tue EC Review: Asset Plan document, AM direct business plan, E&CS business plan and
staffing approval requests
21-Sep Tue EC Review: Grid Operations and Customer Operations business plans and staffing
approval requests
11-Nov Thu H1 Board Approval: 2011B and 2012/2013 Qutlook
14-Dec Tue 2011 monthly budgets due to Corp Finance
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Hydro One Brampton Networks Inc. hvd &
Submission fo the Brampton Finance, Regulatory & Polic Y rgne
Committee

Date: May 26, 2010
Subject: 2011 Draft Business Plan and Financial Summary
Recommended and Approved for Submission to the Committee by:

—

Roger A. Albert
President and Chief Executive Officer

RECOMMENDATION:

That the Brampton Finance, Regulatory & Policy Committee reviews the 2011 Business
Plan and Financial Summary and recommend for approval to the Board.

KEY HIGHLIGHTS

e The 2011 plan is based on IFRS accounting but the 2010 plan was based on
GAAP.

e Plan-over-plan changes may seem quite significant in view of the comparison of
GAAP numbers to IFRS numbers.

e We expect to meet the estimated regulated rate of return over the life of the plan.

e The growth over the planning period is expected to continue, albeit at a slower
pace than recent years.

e The plan-over-plan capital expenditures increase primarily due to the accounting
for capital contributions under IFRS as well as additional costs identified in the
Asset Management Plan, which was derived from the Asset Condition Assessment.
The increases are offset by a reduction to capital for disallowable costs under
IFRS.

e OM&A increases are mainly due to the reduction of capital for disallowable costs
which are charged to expense under IFRS, as well as estimated MDMR costs,
increased work force and regulatory compliance requirements.



EXECUTIVE SUMMARY

1. Strategic Significance: The 2011 Business Plan establishes Hydro One Brampton
Networks Inc.’s corporate direction for the next five years consistent with the

Board approved mission statement.

2. Purpose and Cost: This plan is consistent with Hydro One Inc.’s business
planning model. The Plan enables management to execute specific programs and
actions in order to meet the overall objectives of its shareholder. The specific
targets included on the “Scorecard” for the year 2011 will also allow the Board of
directors to assess management’s performance in meeting these targets. Some of
the highlights include: ‘

o We expect to meet the estimated regulated rate of return over the life of the
plan.

o Net Income plan-over-plan is expected to increase slightly under IFRS.

e The growth over the planning period is expected to continue, albeit at a slower
pace than recent years.

e The Asset Management Plan, which was derived from the Asset Condition
Assessment, indicates an increase in capital spending in the earlier years.
Capital expenditures also increase due to the accounting of contributed capital.
Under GAAP, capital expenditures were netted of contributed capital. Under
IFRS, gross capital expenditures are included and capital contributions are
listed as revenue. The increases to capital expenditures are offset by a
reduction for disallowable costs under IFRS.

o The 2011 Business Plan provides for the implémentation of Smart Metering to
all remaining commercial and industrial customers by the end of 2011.

o OM&A increases substantially plan-over-plan mainly due to the reduction of
capital expenditures for disallowable costs which are charged to expense under
IFRS, as well as estimated MDMR costs, increased work force and regulatory
compliance requirements.

s Staffing numbers will increase to address succession planning, to meet service
quality expectations and reliability and to meet regulatory requirements for
CDM, Green Energy Act and other regulations.

o The plan assumes that we will maintain the frequency of outages at 2010
levels but that we will slowly improve the duration of outages and reduce

momentary interruptions.



3. Regulatory: This plan is the foundation for the Company’s 2011 cost of service
rate application. All defined regulatory requirements are included in the plan (such
as PCB legislation, smart metering, time-of-use billing) but new regulations or
those not defined are not included.

4. Risk Analysis: A detailed description of the risks against the 2011 Business Plan
is contained within the document submitted for approval. Impacts arising from the
new Green Energy and Green Economy Act and potential changes to regulatory
instruments arising from the transition to International Financial Reporting
Standards (IFRS) (such as the Exposure Draft) will be incorporated into the plan as
more information becomes available.
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Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

Vision

The Vision for Hydro One Brampton is to be the leading electricity delivery company in
Ontario.

Mission

The Company’s Mission is to improve shareholder value by achieving the regulated
return while supplying safe and reliable distribution of electricity to our customers and
continuing to accommodate new development within our franchise area.

Strategy

Our strategy is to continue io improve our operations with reliability and employee safety
of foremost importance. The current plan continues to focus on productivity
improvements and cost containment by further leveraging current resources,
infrastructure and other technologies such as Outage Management System (OMS),
Automated Meter Reading (AMR) and Smart Metering (SM). As Hydro One
Brampton’s customer base continues to grow, efficiencies will be realized that will help
mitigate the pressure of rising costs and as a result, the average cost of servicing
customers will remain relatively constant over the planning period. The Company will
continue to invest capital to accommodate future growth and maintain reliability of

existing plant.

The draft report card outlining our proposed key performance measures and targets are
attached as Appendix “B”.

The 2011 Business Plan provides for the continued implementation of Smart Metering
technologies to all remaining commercial and industrial customers currently metered with
demand meters by the end of 2011. This represents $1.1M in capital expenditures in
2011. All expenditures associated with Smart Metering are expected to be recovered
through incremental rates over the planning period and additions to the rate base in 2011.

In 2010 Hydro One Brampton will begin evaluating the Mobile Workforce Management
module through a pilot installation. This module will allow simplified issuing and
tracking of work and the crews assigned to complete tasks. The results of this evaluation
will determine if we will proceed with a company-wide implementation in 2011.

In 2011, Hydro One Brampton will begin the evaluating of an Enterprise Content
Management solution. This solution will provide a consistent platform for all document
storage and retrieval. These are just a few examples that will leverage this platform:
purchase order processing, invoicing, engineering project management, bill processing,
regulatory compliance, and financial reporting.

Rates for the 2011 year will be determined using a cost of service rate application based
on Chapter 2 of the Ontario Energy Board’s filing requirements, re-issued May 27, 2009.
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Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

Hydro One Brampton submitted its 2010 rate application in November 2009 for rate
adjustments effective May1, 2010. The OEB decision on HOBNI 2010 rates was received
on April, 13. Essentially all of the items included in the rate application were approved.
Overall revenue requirement will be lower by 1.8% primarily due to changes in tax rates
and productivity improvements. In addition, customers will see a further reduction to
rates as a result of approval of a rate rider to dispose of Group one regulatory balances of
approximately $8.8M, over a two year period.

This plan is consistent with the Hydro One strategic objectives:

e Creating an injury-free workplace and maintaining public safety.

¢ Satisfying our customers

e Focusing on continuous innovation to ensure a modemn, flexible and smart
electricity grid.

¢ Building and maintaining reliable cost-effective transmission and distribution
systems.
Protecting and sustaining the environment for future generations.
Developing critical skills and knowledge retention in the face of demographic
change.
Maintaining a commercial culture that increases value for our shareholder
Achieving productivity improvements and cost-effectiveness.

Hydro One Brampton has one of the industry’s best safety records and in the first quarter
of 2010 we reached over 1.25 million hours worked without a lost time injury. As we
move forward we will continue to focus on reducing the number of incidents and medical
aids while searching for new innovative approaches to keep safety in the forefront.
Hydro One Brampton will also recognize the successes achieved in the safety program.

The Company will continue to strive for improved customer relations and increase
customer contacts by senior management. A customer survey was completed in 2009
which confirmed positive customer opinions of the service levels provided at Hydro One
Brampton. To maintain continued focus in this area, customer satisfaction has been added
as a scorecard measure in 2010 and another customer survey will be conducted in 2010 to
monitor that these levels of performance are being maintained at or above the current
levels. The Company is proud of these achievements and is committed to maintaining and
improving customer service levels and reliability and will measure the results against
other LDCs in the industry. The Company will continue to focus on staff development
and training throughout the planning period. Hydro One Brampton is committed to
continual Health & Safety Training and skills upgrade for all of its employees.

The Company is proud to support its employees in their involvement in community
activities and encourage them to be ambassadors of Hydro One Brampton through
participation in the School Electrical Safety Education Program, United Way, various
other charities, the EDA and the Brampton Board of Trade.

Frequent changes continue to impact on the industry, including the new Green Energy

and Green Economy Act (GEA) and potential changes to regulatory instruments arising
from the transition to International Financial Reporting Standards (IFRS). Estimated
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Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

impacts are incorporated into the plan. Improved communication with the introduction of
electronic bill delivery will further enhance the solid working relationships with
customers.

Distribution revenues will improve over the planning period as the result of additions to
the rate base and modest customer growth.

There is an on-going mandate to manage growth, to meet customer expectations and
focus on improvement in service reliability. The emphasis for improvement here will be
to accommodate new customer connections and to support customers’ embedded
generation requests, as they arise, and to facilitate these connections to the system in a
safe and expedient manner.

Hydro One Brampton will continue to work closely with the OEB and support the
government’s initiatives on industry issues. The Company will continue to be cost
effective compared to other LDCs and will confirm this by monitoring its performance
through ongoing benchmarking of key indicators.

OM&A increases are driven by an increase in meter reading costs associated with Smart
Metering, labour costs and regulatory activities noted below. Other drivers for the
increase in 2011 include the inflationary impacts of cost inputs, the addition of nine staff,
PCB remediation, increased asset removal costs, additional preventative maintenance
costs and the GEA. Hydro One Brampton is currently one of the lowest cost utilities in
the province. This has been accomplished by contracting out when there is an economic
benefit to be derived and by negotiating favourable collective agreements over a number
of years. A focus on cost control is achieved through continuous improvement of
management systems, reporting and monitoring of productivity. OM&A under IFRS will
be higher than GAAP OM&A due to the reclassification of disallowable costs otherwise

included in capital.

The current projection for 2010 is reflected in the business plan. The current 2010
projection reflects higher net income than 2010 Canadian GAAP plan due to IFRS-
related adjustments. The adjustments are primarily the reduction in depreciation for
changes in useful lives of assets, partially offset by the increase to OM&A due to the
reduction to capital for disallowable costs.

PLAN HIGHLIGHTS

Growth

Residential development within the City of Brampton continues to expand albeit at a
slower pace than recent years. The 2011 business plan includes a customer growth rate
of 1.1% reflective of the current economic downturn. New residential customer
connections in 2011 are expected to be approximately 1,450. The expected energy sales
relative to the customer growth rate reflect primarily residential customer growth and
relatively little commercial and industrial customer growth. Other non-quantifiable
influences such as sub-metering and provincial and regional planning for intensification
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are not impactful in the near term and therefore not specifically incorporated into this
plan.

Labour Agreements

The current labour agreements extend through to March 31, 2011. There is no provision
for inflationary adjustments to employee wages.

Rebuild Costs

Hydro One Brampton will continue to monitor the age and reliability of all its plant to
optimize the existing in-service life of its system and determine the priority of future
rehabilitation projects. The Company is continuing with 13.8 kV "main feeder" cable
replacements in the Bramalea area. This will be followed by the replacement of
distribution cables to improve the reliability of service to customers.

Operations and Reliability

In 2011, Hydro One Brampton will continue to expand the automation available in the
Outage Management System (OMS) through the development of new applications
designed to eliminate all manual processes in the Control Room. Included in this
initiative are plans to further integrate the OMS with a new Integrated Voice Response
system and to complete the interface with Advanced Meter Infrastructure (AMI) that was
started in 2009. These initiatives support Hydro One Brampton’s strategic goal to
continually improve the reporting and operating capabilities of the OMS system.
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In 2009, Hydro One Brampton completed two major projects; an Asset Condition
Assessment (ACA) of all our primary distribution equipment and the development of an
Asset Management Plan (AMP) for the utility. The AMP was used to support the capital
program included in the Business Plan.

In 2010, the Company completed a five year loading study on the 13.8 kV system
originating from four transformer stations namely MS19, 20, 21 and 22 all of which are
located on the east side of the City of Brampton. The study was based on the risks
associated with the loss of a transformer at any one of the stations and the resulting
contingencies. The health issues of these same transformers was also taken into
consideration as part of this study as they were all reported in the ACA as being in either
“very poor” or “poor” condition. As a result of this report and the findings of the ACA
report, Hydro One Brampton has developed a replacement strategy to replace the aging
power transformers at MS19, 20 and 21 “ The transformers at MS22 do
not need immediate replacement but will be monitored/tested closely _
-for any signs of accelerated degradation.

The Company will complete the PCB Oil Testing program on all overhead transformers
in 2010 in compliance with the Canadian Environmental Protection Act. Contaminated
transformers will be replaced over the next fifteen years as required under the Act.

As part of the Province’s “Green Energy” initiative, the Company will be working
cooperatively with Hydro One Networks towards the OMS/AMI integration as part of the
“Smart Grid” initiative. The scope of this work is still to be defined therefore a detailed
cash flow has yet to be determined. However, it is expected that the costs associated with
this integration will be minimal and as such, will be covered under the yearly budget for
software upgrades to our existing OMS system.

Smart Metering

Hydro One Brampton’s Smart Metering Plan is consistent with Hydro One Network’s
and is intended to meet the requirements of the Ministry of Energy. The government’s
directive required the implementation of 800,000 smart meters by 2007 and the entire
province by 2010. The meters must report consumption to customers by the next
business day and be able to provide time-of-use billing or other possible pricing plans.
Hydro One Brampton plans to extend this program in 2011 to all commercial and
industrial customers that are not currently interval metered or smart metered. This will
facilitate a fully automated meter reading system. In addition, it will provide all
customers access to their hourly consumption data.

Hydro One Brampton will be seeking disposition of all smart metering costs up to and
including 2009 expenditures in its 2011 cost of service rate application. All Smart Meter
costs, associated with this time frame, will become part of the rate base and revenue
requirement thereby included in the base distribution rates. A Smart Meter funding adder
will be required beyond 2010 to fund 2010 smart metering investments.
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PLANNED RESULTS
Version 2010
Net Income (MS$) 2011 IFRS
2010 Plan
Plan over plan difference
Regulatory ROE (%) 2011 IFRS
2010 Plan

Plan over plan difference

Capital Expenditures (M$) 2011 IFRS
2010 Plan

Plan over plan difference

OM&A (MS$) 2011 IFRS
2010 Plan

Plan over plan difference

Material Variance Analysis

Plan net income for 2011 compared to the 2010 plan reflects the transition to IFRS.
Under IFRS, depreciation expense is reduced by changes in the useful lives of assets and
OM&A is increased due to the reduction of capital for disallowable costs. The overall
effect of these changes is an increase in plan net income. Plan net income for 2011
compared to the 2010 plan reflects continued cost control and revisions to tariff revenues
as a result of the additions to rate base and a higher projected ROE. As a result the plan
reflects stable new customer connections, economic contraction impacts and CDM
related reductions in consumption.

Based on the 2011 rate application currently being prepared, Hydro One Brampton
customers can expect an increase of 6.43% on the distribution portion of their bill. This
represents an increase of approximately 2.05% of total bill. The total revenue
requirement is approximately $58.8M for distribution services in 2010. In 2011, this will
rise to $62.6M. Please note that these numbers are based on an overall distribution
revenue increase of $5.1M offset by an increase in various regulatory liability rate adders
of $1.3.

Capital expenditures in 2011 will increase plan-over-plan to reflect the implementation of
the AMP developed from the findings in the ACA, partially offset by a reduction to
capital for disallowable costs.

OM&A changes are mainly related to meter reading, changes in work force requirements,
regulatory compliance requirements and the timing of underground and overhead
maintenance inspection work.
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As a result of regulatory changes, the Company expects to incur future expenditures to
identify, remove and dispose of asbestos-containing materials installed in some of its
facilities. The Company plans to undertake additional studies, using the assistance of
external experts as required, to estimate the incremental expenditures associated with
removing such materials prior to facility demolition. This information will allow the
Company to reasonably estimate and record any obligation it may have to incur such
expenditures. The Company also anticipates that such future expenditures will be
recoverable in future electricity rates.

LABOUR STRATEGY AND STAFF LEVELS

Staff levels will increase in 2011. Continued customer growth will require additional
staff in Human Resources, Engineering, Lines and Customer Service. These additions to
staff are to address succession planning and to meet service quality expectations and
maintain acceptable levels of reliability. There are an expected number of retirements
throughout the planning period, and this will present an opportunity for continued activity
in apprenticeship programs. These programs were very successful in the past and are
expected to continue throughout the planning period.

In a typical year, it is expected that about eight terminations, resignations or retirements
will occur and this trend is expected to continue in future years.

Projected
2010 2011

Regular staff headcount:
Beginning Year Staff 204 218
Vacant positions carried forward 10 -
Annual Regular Staff Attrition ®) ®
Annual New Hires — Replacements 8 7

New positions 4 7

Total (Year End Staffy 218 224

Regular Staff 2011 Plan 218 224
(headcount) 2010 Plan 218 221
Difference - 3

SIGNIFICANT ASSUMPTIONS AND INT, ERDEPENDENCIES

The regulated ROE was increased to 9.85% in 2010 based on the Ontario Energy Board’s
December 11, 2009 Report of the Board on the Cost of Capital for Ontario’s Regulated
Utilities.

This plan incorporates the costing assumptions as outlined in the corporate guidance as
applicable to the Company. No adjustment has been made in this plan for the potential
impacts of the harmonization of the Ontario Retail Sales Tax and the Federal Goods and
Services Tax. To the extent that differences can be tracked, these will be recorded in a
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variance account of which 50% will be shared with consumers, consistent with the recent
decision on the Company’s 2010 rate filing.

RISKS TO PLAN AND MITIGATION STRATEGIES

RISRS 1O £ LAIN AND ML LS L i

Regulatory/Political Change

There are several considerations with respect to the regulatory and political environment.
The following risks may impact this plan:

e There are a number of new/current regulatory, legislative and compliance
requirements including the approval of the 2011 rate application, introduction of
Time-Of-Use pricing, Smart Grid and the GEA which may in aggregate generate
upward cost pressures on OM&A.

e The GEA was introduced by the Province in early 2009. Hydro One Brampton is
aware of the requirements to accommodate renewable generation a connection. What
remains unclear at this time is the level of customer participation and the mechanism
to be used for regulatory treatment and recovery of these “Green Energy” costs. As a
result, Hydro One Brampton has added $0.9M to Capital in the business plan for
anticipated costs for potential green initiatives.

o A “memo” account was established by the OEB to track and record variances that
result from the difference between the OEB approved PILs amount and the actual
billings that relate to the recovery of PILs for the years 2001 to 2006. The OEB also
provided a mechanism to make annual adjustments for variances between estimated
liabilities resulting from the OEB approved PILs methodology and actual tax
liabilities.

The OEB has indicated that the accounting for these differences has been inconsistent
and further analysis of these amounts is required prior to any disposition decision,
which is expected before the Company’s 2011 rate application is filed. With interest,
this amount will increase to approximately $2.8M by January 2011. Assuming that
there are no changes to this account associated with the OEB’s review process,
disposition of this account over a three year period could have an annual impact of
approximately $0.9M in reduced distribution revenue from January 2011 to

December 2013.

e With the added focus on conservation and demand management, LDCs may continue
to experience decreases in consumption, which could lead to reduction in revenues.
The current plan provides for an estimate for reduction in consumption. Future rate
adjustments will be based on a forward test year, which will provide for changes
associated with CDM impacts.

e Currently the OEB has not formally addressed how Smart Metering stranded costs are
to be recovered. These costs will be included in the 2011 rate application for
disposition and have been included in the Plan. In this plan, we have assumed that
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these costs will remain in fixed assets and be amortized over the remaining useful
life.

e Further rationalization of the distribution sector could have positive or negative
impacts on the future operating results. The government has suspended the transfer
tax on the sale of electricity assets between publicly owned utilities in Ontario
indefinitely.

o The introduction of time-of-use rates combined with the implementation of HST for
residential customers carries a high risk of negative customer reactions. This could
be felt in escalated call volumes to our contact centre, as well as negative media
attention. In the Plan period we will develop and implement a customer
communication plan concerning time-of-use rates and HST to aid in the mitigation of
this risk.

e A risk still continues as a result of the recent economic downturn to our customer
revenue base, as well as increased bad debts due to customer defaults. Hydro One
Brampton is closely monitoring larger accounts to mitigate the impact of this risk on
the financial results.

e A key factor in this business plan is the assumed 1.1% increase in customer additions
and a 10% tariff increase. If there are any further downward trends in economic
conditions, such as reduced GDP growth or increased inflation and interest rates, our
customer growth rate will be unfavourably impacted. For instance, decreased
economic activity would likely have a renewed dampening effect on the residential
housing market and slow down subdivision development and new customer growth
rates. Hydro One Brampton has the ability to adjust its workforce for changes in
workload by utilizing contractors.

Operational Risks

e Hydro One Brampton has a risk related to in-service PCB contaminated oil-filled
equipment. Due to continuing conversion projects over the last number of years a
large number of contaminated units have been removed from service. Hydro One
Brampton has determined the locations of remaining in-service units and is actively
working on a remedial testing and phase-out plan consistent with current legislation.
There is a risk that the number of contaminated transformers may be higher than
anticipated which could have a major material impact on capital and maintenance

budgets.

o Employee demographics are similar to the rest of Hydro One. Approximately 42% of
staff are 50 years old or over and may be eligible to retire in the next five years. The
average age of all employees is in the mid 40’s. Key vulnerabilities exist in senior
management and in IT specialty areas, and it is anticipated that “Green Energy” and
infrastructure investment initiatives will increase the demand for electricity energy
specialists. Known challenges associated with human resources have been identified
and plans are being developed for mitigating this risk. The Company has developed a
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succession plan for key positions in the organization and will be ensuring that this
plan is kept up-to-date. In addition, the staffing strategy has been adjusted to allow
for anticipated losses of key trade groups through retirements.

Changes in weather contribute significantly to reliability, OM&A and revenues.
While the plan provides for a normal level of storm activity and the Company’s
system is designed to standards that meet a high level of reliability, abnormal storm
activity could materially affect restoration of the distribution system. To address
these abnormal activities, there are existing emergency plans and mutual aid
agreements in place with several neighbouring utilities which could be activated in a
timely manner if necessary.

The ACA identified several power transformers that require replacement in the next
five years. While there are replacement plans in place over this period, should any of -
these transformers fail prior to replacement, extended outages could occur and have a
negative impact on reliability.

There is an operational risk should there be a loss of a transformer at HOBNI’s Jim
Yarrow TS during summer peaks. A system loading report conducted by the Planning
and Standards department in 2009 indicates that due to the loading forecast and lack
of available capacity at the adjoining stations, a spare 27.6 kV transformer will be
required before the summer peak of 2012. Engineering and Operations are currently
investigating alternative plans to mitigate this risk which must be implemented in
2011.

Hydro One Brampton’s assets are widely distributed throughout our community and
as such there is always a risk to public safety. We have a robust Public Safety
program which includes safety programs through schools, participation in community
programs such as “safe city” and various emergency preparedness exercises, “call
before you dig” communication programs, and education programs for civilian
emergency responders.

A Pandemic could have serious impacts on the operation of the business and
reliability of supply. Hydro One Brampton’s Pandemic Plan was developed and
tested to mitigate the impact of this risk.

Confidential Page 11 5/21/2010



Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

KEY SUPPLEMENTARY DATA
(Note years prior to 2010 use Canadian GAAP figures)

The following graph depicts controllable cost per customer. OM&A will increase at a
fairly constant rate, driven mainly by labour costs and anticipated economic adjustments
to materials and supplies. OM&A per customer will stabilize/rise slightly after 2011 due
to increases in OM&A offset by continued customer growth. Based on the latest
information, Hydro One Brampton has one of the lowest OM&A cost per customer in the
industry. Hydro One Brampton has the lowest costs in its peer grouping. Hydro One
Brampton was 24% lower than the average LDC in its respective peer group.

Note:* Includes capital tax
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For the years 2008 through 2010 inclusive, Hydro One Brampton will incur higher than
normal levels of capital expenditures mainly due to Smart Metering, capital contributions
towards the construction of new T.S.’s and IESO requirement for wholesale metering
upgrades.

The System Average Interruption Frequency Index (SAIFI), the System Average
Interruption Duration Index (SAIDI) and Momentary Average Interruption Frequency
Index (MAIFI) are graphically depicted below. Efforts will be focused on reducing the
length of outages (thereby improving SAIDI) by introducing procedures, monitoring
equipment and the implementation of the Outage Management System (OMS).

Y
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While the number of customers is increasing, the number of employees will increase at a
lower rate. Continued growth will increase workloads resulting in staffing pressures and
accordingly moderate increases in staff are planned.
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APPENDIX “A”
Productivity Initiatives
Cost Containment/Efficiency Gains

e In order to increase recoveries of accounts sent for collection, Hydro One
Brampton is undertaking an opportunity to have the ability to re-assign accounts
sent initially to a credit and collection agency to an alternative second credit and
collection agency.

e With the introduction of Smart Meters we will be changing our existing process
of producing paper based meter reading edits to on-line edits for Customer
Service Representatives to review. This process will provide an enhanced level of
editing which will allow for expedited resolutions to meter reading issues and
thereby further reduce the number of bills requiring cancellation and rebilling.

e Enterprise Content Management is a set of tools that will enable the organization
to store, index and retrieve any computer object within a single domain, whether
it be a word, excel, PowerPoint document, email, voice recording or engineering
drawing. It will also have the ability to have collaborative tools whereby users
can share information and have results and ideas tracked. Savings would be
achieved in man hours saved in the retrieval of all documents pertaining to one
job, work order, purchase, etc. A user would no longer have to go to several areas
to get all the information. A more timely decision could also be made based on
having all the documentation in one place. Additional savings will be achieved
with the implementation of collaborative tools which will allow users to share and
track ideas based on any project. Meetings can take place on-line with immediate
storage.

e The Company is going to re-evaluate requirements to complete external Public
Utilities Coordinating Committee (PUCC) requests. The anticipated process
improvement will result in a reduction in time spent in processing PUCC requests.
This process improvement will help contain costs.

o Hydro One Brampton will evaluate a new Mobile Workforce Management system
in the Substations and P&C departments which is designed to allow for simplified
issuing of work to field crews aimed at improving customer response time. The
result of this evaluation will determine whether we proceed with an
implementation in others areas of the utility.

Green Energy Initiatives

These initiatives represent Hydro One Brampton’s plan to bring itself into alignment with
the Province’s “Green” initiative:
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o Establish contacts with the City of Brampton and the Region of Peel to create a
collaborative working relationship specifically focused on facilitating “Green”
projects.

e The Company is considering the purchase of more environmentally friendly and
energy efficient vehicles such as hybrids in the interest of minimizing its
environmental impact and carbon footprint.

e Smart Grid with Hydro One Networks - Hydro One Brampton is going to work
towards integration of OMS and AMR and monitor progress made by Hydro One
Networks as part of their Smart Grid initiative.

e To remove all PCB contaminated equipment - As a requirement to meet PCB free
equipment, the Company has commenced in 2008 a program to manage the
testing, destruction and disposal of all PCB's found in its transformer equipment.
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APPENDIX B
2011 Score Card

IFRS $13.3

Net Income after Tax (§M) GAAP $12.5
Controllable Cost Index < 100%
(OM&A actual / OM&A budget)
Customer Service Indices " 8 of 9 indicators
(% of measures meeting target) ' ~met
~Reliability Indices 3 of 3 indicators

(# of measures meeting target

 SAIDI, SAIFI & MAIF]) - - met
Customer satisfaction -~~~ ' :
(% satisfied) " 290%
Work Program Achievement
(% of projects under the control of >00%
HOB completed within budget) =700
Employee Safety ' TR T 0

- (Lost-time injurz'es) R .
" Employee safety s
. (Medlcal aids = WSIB accepted) SEREE

~(100% of -
" Connect FIT aind MICROFIT  applications
processed within -
v apphcatlons as per OPA. reqmrements " OPA
: L s reqmre_:mcnts) ,
Meet OPA CDM targets (if any) - S 100%

' A variance from plan of + or — 5% is considered on plan
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2010 Score Card

Performance Moeasures

IFRS $14.3

’35 Net Income after Tax (M) GAAP $10.4
& |Increase Shareholder Value
= Controllable Cost Index < 100%
P (OM&A gotuat/ OMEA budger) S
g Customer Service Index . 8.°f9
g E (# of measures meeting targets) indicators
§ é Meet Service Quality met
BE Commitments Reliability Index SAIDI < 0.81
&) (meet both SAIDI & SAIFI targets) | SAIFI< 1.35
w g‘é Work Program Achievement
:2: 2 |Achieve Operational (% of projects under the control of 590%
2 8 |Excellence HOB completed within the total =707
Clfe budget)
o
8
S g
8 E" Achieve Health & Safety Employee Safety (Lost-time 0
3 & |Excellence injuries)
& ®
St
o
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APPENDIX C

SWOT Analysis
Strengths
Growth
Experienced staff
Highly motivated management team
Robust asset base (over half assets are less than 20 years old)
One of the most efficient LDC’s in Ontario
Ranked high in the PEG report for efficiency
Well positioned for future growth
Good reliability focused
95% satisfaction on recent customer survey
Excellent safety record and program

00000000 O0OO0

Weaknesses
o Aging work force
s 41% of all employees over 50 years of age
» 45 % of management over 50 years of age
One of the lowest staffed utilities in the province
Have not replaced experienced staff prior to retirement
Difficulty in attracting qualified employees
Information Technology systems are custom and qualified people difficult to
attract
Implementation of new technologies and procedures have not been kept
current due to short staffing issues
o Inconsistent level of documentation of processes across the organization

o 0 00

O

Opportunities

o “Green the fleet” plan being developed
Good load and customer growth potential
Changing workforce presents opportunity to explore new ideas
More opportunities to share Co op apprentice programs
GEA/CDM provides opportunity to increase customer contact
Journey to Zero
Growth in franchise territory

00O 0000

Threats

o Expiration of Collective Agreements March 31, 2011 with mandate of zero
percent adjustment creates inequitable comparison with neighbouring utilities

o Added regulatory and compliance burdens could negatively impact our staff

o Economic conditions — loss of large customers, interest rates increases,
slowdown in customer growth

o Sabotage of equipment or theft of equipment

o Pandemic

o Adverse weather conditions
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1. 2010 Hiring

Summary
Mgmt CAW IBEW Total
2010 Projection’ (a) 59 116 43 218
2010 Plan® (b) 58 116 44 218
Additional Approval’ (¢) 0 0 0 0

2010 Approved (d=b + ¢ 58 116 ,,.44.\ 218

2 Ties to 2010-14 BP approved.

3 Additional positions already approved by the EC after the 2010-14 BP approval. For any positions already approved
by the EC that are above the 2010-14 business plan levels please provide a brief description of the details of approval
(i.e. - date of EC approval, description and number of positions approved) in the written section below.

This results in the overall staff level being equal to the 2010 Approved.

2. 2011 Hiring

Summary
Mgmt CAW IBEW  Total
2011 Budget' 61 118 45 224
2010 Approved’ 58 116 44

Ties to 2011- submiss| on
2Ties to 2010 Approved per 2010 Hiring Table in section 1 above.

Mgmt CAW IBEW  Total

2011 Budget' 61 118 45 224
2010 Projection” 116 43 218

e This is a request for approval to hire 7 staff - 4 MGMT, 3 CAW, and 2 IBEW in
2011, to enable Hydro One Brampton to achieve the proposed staffing level in the
above table. One anticipated retirement in 2011 will not be replaced.

o This request results in the overall staff level being higher than the 2010 Projection.

Resourcing Strategy:
e The overall strategy for Hydro One Brampton is:

1. Demographics and succession planning related with the aging of current existing
staffing. Key vulnerabilities exist in senior management and in IT specialty areas,
and it is anticipated that “Green Energy” and infrastructure investment initiatives
will increase the demand for electricity energy specialists. Known challenges
associated with human resources have been identified and plans are being
developed for mitigating this risk. The Company has developed a succession plan

Confidential Page 20 5/21/2010




Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

for key positions in the organization and will be ensuring that this plan is kept up-
to-date. In addition, the staffing strategy has been adjusted to allow for
anticipated losses of key trade groups through retirements.

2. Support for the Asset Management Program

The importance of filling these positions is the maintenance and strengthening of our
operational capability.

The new hires are derived from the known total staff level requirement and an
estimated attrition rate. As such, the actual level of new hires (as well as skill
categories and labour groups) may vary depending on how the attrition variable
materializes.

Hydro One Brampton will need to manage the forecast uncertainty with regard to new
hires and attrition. As such, to allow for some flexibility, it is being requested that
accountability be focused on the overall staff level. Hydro One Brampton will need
to manage within this overall staff level. Any action which may result in increasing
the overall staff level will have to be brought forward again to the Executive
Committee for approval.

This is a request for approval to hire 7 staff - 3 Management (1 Manager, 1 Project
Engineer and 1 Health Safety and Environment Coordinator), 2 CAW (1 Apprentice
Linesperson and 1 CDM Representative), and 2 IBEW (1 Customer Service Rep and
1 Credit Representative) in 2011, to enable Brampton to achieve the proposed staffing
level in the above table.

Human Resource Manager Duties
(1 position) o Negotiations

e Human resources functions and labour relations
Justification

e Bill 168

¢ Succession planning (combination of HR and HSE)

Project Engineer Duties
(1 position) e Accountable for the certification of Engineering,

Technical Service and other department
construction projects in a timely manner as
required by Ontario Regulation 22/04. This will
include deviation of approval for construction
projects and the construction verification process.

e Accountable for special projects as assigned to
provide technical input in the form of design,
review or implementation.

Justification

¢ Supports succession plan

o Supports the GEA

[ Health Safety and [ Duties B
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Environment Coordinator
(1 position)

e Ensures that the HSE department continues to be
capable of adequately supporting ongoing HSE
initiatives.

e Journey to zero initiatives

Justification

e Succession plan to accommodate two possible
retirements in the next two or three years

Apprentice Lineperson
(1 position)

Duties

e Maintenance and construction of overhead and
underground distribution lines.

e This job is to be done safely and efficiently.

Justification

e To reduce reliance on contractors

e Provide succession planning

e To reflect increased work program

CDM Representative
(1 position)

Duties

e Assist in the design, development and
implementation of various CDM programs

e Interface with external organizations to promote
energy efficiency

e Work with customers to improve their overall
energy efficiency of their systems

o Implement new CDM initiatives and directives
separate from existing OPA programs

Justification

o FEnsure that Hydro One Brampton achieves its
share of the provincial CDM targets as defined in
the April 1, 2010 Ministers Directive

e Hydro One Brampton's distribution license will be
amended to reflect these reductions. Currently
there is insufficient staff to achieve the necessary
success of the OPA targets and the new provincial
requirements

Customer Service Rep
(1 position)

Duties

e Answers customer account inquiries.

e Prepares billing data and reviewing edits.
e Processes billings and updating records.
e Prepares billing adjustments as required.
e Follow-up activities on accounts.

Justification
The Customer Service Representative scheduled
for 2011 will be utilized to handle the increased
workload from customer growth and the increasing
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call trend which saw a 9.5% increase in calls 2009
over 2008. We also anticipate calls for Time of
Use customers to take longer to discuss with
customers based on knowledge that the customer
will now have questions based on 24x7 historical
usage data available to them.

Credit Representative Duties
(1 position) e Analyze and manage overdue residential and

commercial accounts to execute appropriate action
to collect monies owing to Hydro One Brampton,
in a timely and efficient manner.

e Assess risk factors and analyze customer’s ability
to pay.

e Request security deposits on new or delinquent
accounts,

e Maintain security deposits and customer credit
information.

Justification

e The Credit Representative position for 2011 will be
required due to an 11% increase in the number of
residential and commercial disconnects 2009 over
2008. The additional changes coming in the
Distribution System Code, the Retail Settlement
Code and the Standard Supply Service Code will
mean developing new criteria for moving accounts
into collections sooner thereby increasing the
number of accounts that will be monitored.

3. Overall Staff Level Comparisons

2010° 2011

Per 2011-15 Business Plan 218 224
Per 2010 Staffing Approval 218 221
2011 bigheri(lower) than 3 |

5 2011-15 Businesé Plan reflects 2010 year-end projection; 2010 Sta
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Hydro One Brampton Networks Inc. h d TO@
Submission to the Board of Directors y one

Date: June 9, 2010
Subject: 2011 Draft Business Plan and Financial Summary

Recommended and Approved for Submission to the Board by:

Roger A. Albert
President and Chief Executive Officer

RECOMMENDATION:

That the Board of Directors approve the 2011 Business Plan and Financial Summary.

KEY HIGHLIGHTS

o The 2011 plan is based on IFRS accounting but the 2010 plan was based on
GAAP.

e Plan-over-plan changes may seem quite significant in view of the comparison of
GAAP numbers to IFRS numbers.

e We expect to meet the estimated regulated rate of return over the life of the plan.

e The growth over the planning period is expected to continue, albeit at a slower
pace than recent years.

e The plan-over-plan capital expenditures in 2011 increase primarily due to
additional costs identified in the Asset Management Plan ($2M), which was
derived from the Asset Condition Assessment. The increases are offset by a
reduction to capital for disallowable costs under IFRS. The net result is a decrease
in capital expenditures post 2011.

o OM&A increases are mainly due to the reduction of capital for disallowable costs
which are charged to expense under IFRS, as well as estimated MDMR costs,
increased work force and regulatory compliance requirements. In 2011, the
increase in the work force will add approximately $700k to OM&A.

e No economic increases have been included in the plan for 2011 and 2012. Should
a settlement with the Unions result in an increase, this would negatively impact net
income by approximately $0.1M per 1% increase.



EXECUTIVE SUMMARY

1. Strategic Significance: The 2011 Business Plan establishes Hydro One Brampton
Networks Inc.’s corporate direction for the next five years consistent with the

Board approved mission statement.

2. Purpose and Cost: This plan is consistent with Hydro One Inc.’s business
planning model. The Plan enables management to execute specific programs and
actions in order to meet the overall objectives of its shareholder. The specific
targets included on the “Scorecard” for the year 2011 will also allow the Board of

 directors to assess management’s performance in meeting these targets. Some of
the highlights include:

e We expect to meet the estimated regulated rate of return over the life of the
plan.

e Net Income plan-over-plan is expected to increase slightly under IFRS.

e The growth over the planning period is expected to continue, albeit at a slower
pace than recent years.

¢ Capital expenditures in the Plan were derived from our Asset Management
Plan. The Asset Management Plan, which was derived from the Asset
Condition Assessment, indicates an increase in capital spending in the earlier
years (approximately $2M in 201 1). The increases to capital expenditures arc
offset by a reduction for disallowable costs under IFRS.

e The 2011 Business Plan provides for the implementation of Smart Metering to
all remaining commercial and industrial customers by the end of 2011.

e OM&A increases substantially plan-over-plan mainly due to the reduction of
capital expenditures for disallowable costs which are charged to expense under
IFRS, as well as estimated MDMR costs, increased work force and regulatory
compliance requirements.

o Staffing numbers will increase to address succession planning, to meet service
quality expectations and reliability and to meet regulatory requirements for
CDM, Green Energy Act and other regulations. The customer per employee
ratio is still expected to be in the top quartile for large utilities in Ontario over
the life of the plan.

e The plan assumes that we will maintain the frequency of outages at 2010
levels but that we will slowly improve the duration of outages and reduce

momentary interruptions.



o Based on this plan, Hydro One Brampton customers can expect an increase of
approximately 6.83% on the distribution portion of their bill in 2011, which
represents an increase of 0.9% on total bill.

3. Regulatory: This plan is the foundation for the Company’s 2011 cost of service
rate application. All defined regulatory requirements are included in the plan (such
as PCB legislation, smart metering, time-of-use billing) but new regulations or
those not defined are not included.

4. Risk Analysis: A detailed description of the risks against the 2011 Business Plan
is contained within the document submitted for approval. Impacts arising from the
new Green Energy and Green Economy Act and potential changes to regulatory
instruments arising from the transition to International Financial Reporting
Standards (IFRS) (such as the Exposure Draft) will be incorporated into the plan as
more information becomes available.
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Vision

The Vision for Hydro One Brampton Networks Inc. (Hydro One Brampton) is to be the
leading electricity delivery company in Ontario.

Mission

The Company’s Mission is to improve shareholder value by achieving the regulated
return while supplying safe and reliable distribution of electricity to our customers and
continuing to accommodate new development within our service area.

Strategy

Hydro One Brampton’s strategy is to continue to improve our operations, with reliability
and employee safety being of foremost importance. The current plan continues to focus
on productivity improvements and cost containment by further leveraging current
resources, infrastructure and other technologies such as Outage Management System
(OMS), Automated Meter Reading (AMR) and Smart Metering (SM). As Hydro One
Brampton’s customer base continues to grow, efficiencies will be realized that will help
mitigate the pressure of rising costs, and, as a result, the average cost of servicing
customers will remain relatively constant over the planning period. The Company will
continue to invest capital to accommodate future growth and maintain reliability of

existing plant.

The draft report card outlining our proposed key performance measures and targets is
attached as Appendix “B”.

The 2011 Business Plan provides for the continued implementation of Smart Metering
technologies to all remaining commercial and industrial customers currently metered with
demand meters by the end of 2011. This represents $1.IM in capital expenditures in
2011. All expenditures associated with Smart Metering are expected to be recovered
through incremental rates over the planning period and additions to the rate base in 2011.

In 2010 Hydro One Brampton will begin evaluating the Mobile Workforce Management
module through a pilot installation. This module will allow simplified issuing and
tracking of work and the crews assigned to complete tasks. The results of this evaluation
will determine whether we proceed with a Company-wide implementation in 2011.

In 2011, Hydro One Brampton will begin the evaluation of an Enterprise Content
Management solution which will provide a consistent platform for all document storage
and retrieval. The platform will leverage purchase order processing, invoicing,
engineering project management, bill processing, regulatory compliance, financial
reporting and other tasks.

Rates for the 2011 year will be determined by using a cost-of-service rate application
based on Chapter 2 of the Ontario Energy Board’s (OEB) filing requirements, reissued
May 27, 2009.
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Hydro One Brampton submitted its 2010 rate application in November 2009 for rate
adjustments effective May1, 2010, and the OEB’s decision was received on April 13,
2010. Essentially all of the items included in the rate application were approved. Overall
revenue requirement will be lower by 1.8%, due primarily to changes in tax rates and
productivity improvements. In addition, customers will see a further reduction to rates as
a result of approval of a rate rider to dispose of Group One regulatory balances of
approximately $8.8M over a two-year period.

This plan is consistent with the Hydro One strategic objectives:

o Creating an injury-free workplace and maintaining public safety

e Satisfying our customers

e Focusing on continuous innovation to ensure a modern, flexible and smart
electricity grid

e Building and maintaining reliable cost-effective transmission and distribution
systems

e Protecting and sustaining the environment for future generations
Developing critical skills and knowledge retention in the face of demographic
change
Maintaining a commercial culture that increases value for our shareholder
Achieving productivity improvements and cost-effectiveness

Hydro One Brampton has one of the industry’s best safety records, and in the first quarter
of 2010 we reached over 1.25 million hours worked without a lost-time injury. As we
move forward we will continue to focus on reducing the number of incidents and medical
aids while searching for new innovative approaches to keep safety in the forefront.
Hydro One Brampton will also recognize the successes achieved in the safety program.

The Company will continue to strive for improved customer relations and increased
customer contacts by senior management. A customer survey completed in 2009
confirmed positive customer opinions of the service levels provided at Hydro One
Brampton. To maintain continued focus in this area, customer satisfaction has been added
as a scorecard measure in 2010, and another customer survey will be conducted in 2010
to monitor that these levels of performance are being maintained at or above the current
levels. The Company is proud of these achievements and is committed to maintaining and
improving customer service levels and reliability and will measure the results against
other LDCs in the industry. The Company will also continue to focus on staff
development and training throughout the planning period. Hydro One Brampton is
committed to continual Health & Safety Training and skills upgrade for all of its
employees.

The Company is proud to support its employees in their involvement in community
activities and encourages them to be ambassadors of Hydro One Brampton through
participation in the School Electrical Safety Education Program, United Way, various
other charities, the EDA and the Brampton Board of Trade.

Frequent changes continue to impact on the industry, including those made by the Green
Energy and Green Economy Act (GEGEA) and by potential changes to regulatory
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instruments arising out of the transition to International Financial Reporting Standards
(IFRS). Estimated impacts are incorporated into the plan. Improved communication with
the introduction of electronic bill delivery will further enhance the solid working
relationships with customers.

Distribution revenues will improve over the planning period as the result of additions to
the rate base and modest customer growth.

There is an ongoing mandate to manage growth, meet customer expectations and focus
on improvement in service reliability. The emphasis for improvement here will be to
accommodate new customer connections and to support customers’ embedded generation
requests as they arise, and to facilitate these connections to the system in a safe and
expedient manner.

Hydro One Brampton will continue to work closely with the OEB and support the
government’s initiatives on industry issues. The Company will continue to be cost-
effective compared to other LDCs and will confirm this by monitoring its performance
through ongoing benchmarking of key indicators.

OMG&A increases are driven by an increase in meter reading costs associated with Smart
Metering, labour costs and regulatory activities noted below. Other drivers for the
increase in 2011 include the inflationary impacts of cost inputs, the addition of six staff,
PCB remediation, increased asset removal costs, additional preventative maintenance
costs and the GEGEA. Hydro One Brampton is currently one of the lowest-cost utilities
in the Province, a result accomplished by contracting out when there is an economic
benefit to be derived and by negotiating favourable collective agreements over a number
of years. A focus on cost control is achieved through continuous improvement of
management systems, reporting and monitoring of productivity. OM&A under IFRS will
be higher than GAAP OM&A because of the reclassification of disallowable costs
otherwise included in capital.

The current projection for 2010 is reflected in the business plan. The current 2010
projection reflects higher net income than the 2010 Canadian GAAP plan, due to IFRS-
related adjustments. The most significant adjustment is the reduction in depreciation for
changes in useful lives of assets, which is partially offset by the increase to OM&A due
to the reduction to capital for disallowable costs.

PLAN HIGHLIGHTS

Growth

Residential development within the City of Brampton continues to expand, albeit at a
slower pace than in recent years. The 2011 business plan includes a customer growth rate
of 1.1%, reflective of the current economic climate. New residential customer
connections in 2011 are expected to be approximately 1,450. The expected energy sales
relative to the customer growth rate reflect primarily residential customer growth and
relatively little commercial and industrial customer growth, Other non-quantifiable
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influences such as sub-metering and provincial and regional planning for intensification
are not impactful in the near term and therefore not specifically incorporated into this
plan.

Labour Agreements

The current labour agreements extend to March 31, 2011. There is no provision for
inflationary adjustments to employee wages.

Rebuild Costs

Hydro One Brampton will continue to monitor the age and reliability of all its plant to
optimize the existing in-service life of its system and determine the priority of future
rehabilitation projects. The Company is continuing with 13.8 kV "main feeder" cable
replacements in the Bramalea area. This will be followed by the replacement of
distribution cables to improve the reliability of service to customers.

Operations and Reliability

In 2011, Hydro One Brampton will continue to expand the automation available in the
Outage Management System (OMS) through the development of new applications
designed to eliminate all manual processes in the Control Room. Included in this
initiative are plans to further integrate the OMS with a new Integrated Voice Response
system and to complete the interface with Advanced Meter Infrastructure (AMI) that was
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started in 2009. These initiatives support Hydro One Brampton’s strategic goal to
continually improve the reporting and operating capabilities of the OMS system.

In 2009, Hydro One Brampton completed two major projects, an Asset Condition
Assessment (ACA) of all primary distribution equipment and the development of an
Asset Management Plan (AMP) for the utility. The AMP was used to support the capital
program included in the Business Plan.

In 2010, the Company completed a five-year loading study on the 13.8 kV system
originating from four transformer stations, namely MS19, 20, 21 and 22, all of which are
located on the east side of the City of Brampton. The study was based on the risks
associated with the loss of a transformer at any one of the stations and the resulting
contingencies. The health issues of these same transformers was also taken into
consideration as part of this study, as they were all reported in the ACA as being in either
‘ ” or “poor” condition,

The Company will complete the PCB Oil Testing program on all overhead transformers
in 2010, in compliance with the Canadian Environmental Protection Act. Contaminated
transformers will be replaced over the next fifteen years as required under the Act.

As part of the Province’s “Green Energy” initiative, the Company will be working
cooperatively with Hydro One Networks Inc. toward the OMS/AMI integration, as part
of the “Smart Grid” initiative. The scope of this work is still to be defined, so a detailed
cash flow has yet to be determined. However, it is expected that the costs associated with
this integration will be minimal and will therefore be covered under the yearly budget for
software upgrades to our existing OMS system.

Smart Metering

Hydro One Brampton’s Smart Metering Plan is consistent with that of Hydro One
Networks Inc. and is intended to meet the requirements of the Ministry of Energy and
Infrastructure. The government’s directive required the installation of 800,000 smart
meters by 2007 and the entire province by 2010. The meters must report consumption to
customers by the next business day and be able to provide time-of-use billing or other
possible pricing plans. Hydro One Brampton plans to extend this program in 2011 to all
commercial and industrial customers that are not currently interval-metered or smart-
metered, thereby facilitating a fully-automated meter reading system and providing all
customers access to their hourly consumption data.

In its 2011 cost-of-service rate application, Hydro One Brampton will be seeking
disposition of all smart metering costs up to and including 2009 expenditures. All Smart
Meter costs associated with this time frame will become part of the rate base and revenue
requirement and will thereby be included in the base distribution rates. A Smart Meter
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funding adder will be required beyond 2010 to fund 2010 and 2011 smart metering
investments.

PLANNED RESULTS
Version
Net Income (M$) 2011IFRS
2010 Plan

Plan-over-plan difference

Regulatory ROE (%) 2011 IFRS
2010 Plan
Plan-over-plan difference

Capital Expenditures (M$) 2011 IFRS
2010 Plan

Plan-over-plan difference

OM&A (M$) 2011 IFRS
2010 Plan
Plan-over-plan difference

Material Variance Analysis

Plan net income for 2011 compared to the 2010 plan reflects the transition to IFRS and
the adoption of new useful lives of assets for depreciation purposes. Under IFRS,
OM&A is increased due to the reduction of capital for disallowable costs. Adoption of
new useful lives of assets, as a result of a recent review, will offset this IFRS impact by
reducing depreciation expense. The overall effect of these changes is an increase in plan
net income. Plan net income for 2011 compared to the 2010 plan reflects continued cost
control and revisions to tariff revenues as a result of the additions to rate base and a
higher projected ROE. As a result, the plan reflects stable new customer connections,
economic contraction impacts and CDM-related reductions in consumption.

Based on the 2011 rate application currently being prepared, Hydro One Brampton
customers can expect an increase of 6.83% on the distribution portion of their bill,
representing an increase of approximately 0.9% on total bill. The total revenue
requirement is approximately $58.8M for distribution services in 2010, rising to $62.6M
in 2011. It should be noted that these numbers are based on an overall distribution
revenue increase of $5.0M, offset by an increase in various regulatory liability rate adders
of $1.1M.

Overall capital expenditures in 2011 will increase slightly plan-over-plan to reflect the

implementation of the AMP developed from the findings in the ACA, largely offset by a
reduction to capital for disallowable costs.
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OM&A changes are related mainly to the reduction in capital for disallowable costs
which are charged to OM&A under IFRS, as well as processing costs for meter reads,
changes in work force demands and regulatory compliance requirements.

As a result of regulatory changes, the Company expects to incur future expenditures to
identify, remove and dispose of asbestos-containing materials installed in some of its
facilities. The Company plans to undertake additional studies, using the assistance of
external experts as required, to estimate the incremental expenditures associated with
removing such materials prior to facility demolition. This information will allow the
Company to reasonably estimate and record any obligation it may have to incur for such
expenditures. The Company also anticipates that such future expenditures will be
minimal and will be recoverable in future electricity rates.

LABOUR STRATEGY AND STAFF LEVELS

Staff levels will increase in 2011. Continued customer growth will require additional
staff in Human Resources, Engineering, Lines and Customer Service. These additions to
staff are to address succession planning and to meet service-quality expectations and
maintain acceptable levels of reliability. The expected number of retirements throughout
the planning period will present an opportunity for continued activity in apprenticeship
programs, which were very successful in the past and are expected to continue throughout
the planning period.

In a typical year, it is expected that about eight terminations, resignations or retirements
will occur, a trend expected to continue in future years.

Projected
2010 2011

Regular staff headcount:
Beginning Year Staff 204 218
Vacant positions carried forward 10 -
Annual Regular Staff Attrition 8) ®
Annual New Hires -~ Replacements 8 7

New positions 4 7

Total (Year-End Staff) 218 224

Regular Staff 2011 Plan 218 224
(headcount) 2010 Plan 218 221
Difference - 3

SIGNIFICANT ASSUMPTIONS AND INTERDEPENDENCIES

The regulated return on equity was increased to 9.92% in 2010, based on the OEB’s
December 11, 2009, Report of the Board on the Cost of Capital for Ontario’s Regulated
Utilities.
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This plan incorporates the costing assumptions outlined in the corporate guidance, as
applicable to the Company. No adjustment has been made in this plan for the potential
impacts of the harmonization of the Ontario Retail Sales Tax and the federal Goods and
Services Tax. To the extent that Harmonized Sales Tax (HST) impacts can be tracked,
these will be recorded in a variance account of which 50% will be shared with
consumers, consistent with the recent decision on the Company’s 2010 rate filing.

RISKS TO PLAN AND MITIGATION STRATEGIES

Regulatory/Political Change

There are several considerations with respect to the regulatory and political environment.
The following risks may impact this plan:

*

This plan does not provide for economic adjustments to collective agreements in 2011

consistent with the Provincial directive. Labour agreements are subject to
renegotiation in March 2011, however, they may be impacted by seftlements at
neighbouring utilities. Should a settlement be reached in excess of the zero amount
budgeted, this would result in a negative impact on net income of approximately
$0.1M per 1% increase.

There are a number of new/current regulatory, legislative and compliance
requirements, including the approval of the 2011 rate application, introduction of
time-of-use pricing, Smart Grid and the GEGEA, all of which may, in aggregate,
generate upward cost pressures on OM&A.

The statutory changes brought by the GEGEA became law in the summer of 2009,
and Hydro One Brampton is aware of the requirements to accommodate renewable
generation connections. What remains unclear at this time is the level of customer
participation and the mechanism to be used for regulatory treatment and recovery of
these “Green Energy” costs. As a result, Hydro One Brampton has added $0.9M to
Capital in the business plan for anticipated costs of potential green initiatives.

A “memo” account was established by the OEB to track and record variances that
result from the difference between the OEB-approved PILs amount and the actual
billings that relate to the recovery of PILs for the years 2001 to 2006. The OEB aiso
provided a mechanism to make annual adjustments for variances between estimated
liabilities resulting from the OEB-approved PILs methodology and actual tax
liabilities.

The OEB has indicated that the accounting for these differences has been inconsistent
and that further analysis of these amounts is required prior to any disposition
decision, which is expected before the Company’s 2011 rate application is filed.
With interest, this amount will increase to approximately $2.8M by January 2011.
Assuming that there are no changes to this account associated with the OEB’s review
process, disposition of this account over a three-year period could have an annual
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impact of approximately $0.9M in reduced distribution revenue from January 2011
through December 2013.

With the added focus on conservation and demand management (CDM), LDCs may
continue to experience decreases in consumption, which could lead to a reduction in
revenue. The current plan incorporates an estimate for this reduction in consumption.
Future rate adjustments will be based on a forward test year, which will provide for
changes associated with CDM impacts.

Currently the OEB has not formally addressed how Smart Metering stranded costs are
to be recovered. These costs will be included in the 2011 rate application for
disposition and have been included in the Plan. In this plan, we have assumed that
these costs will remain in fixed assets and be amortized over the remaining useful

life.

Further rationalization of the distribution sector could have positive or negative
impacts on the future operating results. The government has indefinitely suspended
the transfer tax on the sale of electricity assets between publicly-owned utilities in

Ontario.

The introduction of time-of-use (TOU) rates combined with the implementation of
HST for residential customers carries a high risk of negative customer reactions. This
could result in escalated call volumes to our contact centre, as well as negative media
attention. In the Plan period, we will develop and implement a customer
communication plan concerning TOU rates and HST to aid in the mitigation of this

risk.

A risk still continues as a result of the current economic climate to our customer
revenue base, as well as increased bad debts due to customer defaults. Hydro One
Brampton is closely monitoring larger accounts to mitigate the impact of this risk on
the financial results.

A key factor in this business plan is the assumed 1.1% increase in customer additions
and the 8.68% tariff increase, before reduction for regulatory offsets. If there are any
further downward trends in economic conditions, such as reduced GDP growth or
increased inflation and interest rates, our customer growth rate will be unfavourably
impacted. For instance, decreased economic activity would likely have a renewed
dampening effect on the residential housing market and slow down subdivision
development and new customer growth rates. Hydro One Brampton has the ability to
utilize contractors to adjust its work force for changes in workload.

Operational Risks

Hydro One Brampton has a risk related to in-service PCB-contaminated, oil-filled
equipment. Due to continuing conversion projects over the last number of years, a
large number of contaminated units have been removed from service. Hydro One
Brampton has determined the locations of remaining in-service units and is actively
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working on a remedial testing and phase-out plan consistent with current legislation.
There is a risk that the number of contaminated transformers may be higher than
anticipated, which could have a material impact on capital and maintenance budgets.

e Employee demographics are similar to the rest of Hydro One. Approximately 42% of
staff are 50 years old or over and may be eligible to retire during the next five years.
The average age of all employees is in the mid-40’s. Key vulnerabilities exist in
senior management and in IT specialty areas, and it is anticipated that “Green
Energy” and infrastructure investment initiatives will increase the demand for
electricity energy specialists. Known challenges associated with human resources
have been identified, and plans are being developed for mitigating this risk. The
Company has developed a succession plan for key positions in the organization and
will be ensuring that this plan is kept up-to-date. In addition, the staffing strategy has
been adjusted to allow for anticipated losses of key trade groups through retirements.

o Changes in weather can significantly influence reliability, OM&A and revenues.
While the plan provides for a normal level of storm activity and the Company’s
system is designed to standards that meet a high level of reliability, abnormal storm
activity could materially affect restoration of the distribution system. To address
these abnormal activities, there are existing emergency plans and mutual aid
agreements in place with several neighbouring utilities, which plans and agreements
could be activated in a timely manner if necessary.

e The ACA identified several power transformers that will require replacement over the
next five years. While there are replacement plans in place covering this period,
should any of these transformers fail prior to planned replacement, extended outages
could occur and have a negative impact on reliability.

¢ There is an operational risk should there be a loss of a transformer at Hydro One
Brampton’s Jim Yarrow TS during a summer peak. A system loading report
conducted by the Company in 2009 indicated that due to the loading forecast and lack
of available capacity at the adjoining stations, a spare 27.6 kV transformer will be
required before the summer peak of 2012, To mitigate this risk, Engineering and
Operations are currently investigating alternative plans which must be implemented
in 2011.

¢ Hydro One Brampton’s assets are widely-distributed throughout our community, and
as such there is always a risk to public safety. We have a robust Public Safety
program, which includes safety programs through schools, participation in
community programs such as “safe city” and various emergency preparedness
exercises, “call before you dig” communication programs, and education programs
for civilian emergency responders.

¢ A pandemic could have serious impacts on the operation of the business and

reliability of supply. Hydro One Brampton’s Pandemic Plan was developed and
tested to mitigate the impact of this risk.
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KEY SUPPLEMENTARY DATA
(Note years prior to 2010 use Canadian GAAP figures)

The following graphs depnct controllable cost per customer. IFRS OM&A per customer
will increase BF 1PBUY A1ter 2UT3 dué 10 the changes 10 JFRS]

wm The changes are driven mainly by increases in

labour costs and anticipated economic adjustments to materials and supplies. IFRS
OM&A also increases compared to GAAP OM&A due to disallowable costs otherwise
included in capital. Based on the latest information, Hydro One Brampton has one of the
industry’s lowest OM&A costs per customer, and Hydro One Brampton has the lowest
costs in its peer grouping. Hydro One Brampton’s OM&A cost was 24% lower than that
of the average LDC in its respective peer group.
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For the years 2008 through 2010, Hydro One Brampton will incur higher-than-normal
levels of capital expenditures, due mainly to Smart Metering, capital contributions toward
the construction of new T.S.’s and IESO requirements for whol&sale metering upgrades. ‘

The System Average Interruption Frequency Index (SAIFI), the System Average
Interruption Duration Index (SAIDI) and Momentary Average Interruption Frequency
Index (MAIFI) are graphically depicted below. Efforts will be focused on reducing the
length of outages (thereby improving SAIDI) by introducing procedures, monitoring
equipment and the implementation of the QOutage Management System (OMS).

Confidential Page 13 6/4/2010



Hydro One Brampton Networks Inc. 2011-2015 IFRS Business Plan

While the number of customers is increasing, the number of employees will increase at a
lower rate. Continued growth will increase workloads, resulting in staffing pressures.
Accordingly, moderate increases in staff are planned.
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APPENDIX “A”
Productivity and Green Energy Initiatives
Cost Containment/Efficiency Gains

o To increase recoveries of accounts sent for collection, Hydro One Brampton is
undertaking an opportunity to have the ability to reassign accounts sent initially to
a credit and collection agency to an alternative second credit and collection
agency.

o With the introduction of Smart Meters, we will be changing our existing process
of producing paper-based meter-reading edits to on-line edits for Customer
Service Representatives to review. This process will provide an enhanced level of
editing, allowing for expedited resolutions to meter reading issues and thereby
further reducing the number of bills requiring cancellation and rebilling.

¢ Enterprise Content Management is a set of tools that will enable the organization
to store, index and retrieve any computer object within a single domain, whether
it be a Word, Excel, or PowerPoint document, email, voice recording or
engineering drawing. It will also have the ability to have collaborative tools
whereby users can share information and have results and ideas tracked. Savings
would be achieved in man-hours saved in the retrieval of all documents pertaining
to one job, work order, purchase, etc. A user would no longer need to go to
several areas to get all the information. A timelier decision could also be made as
a result of having all the documentation in one place. Additional savings will be
achieved with the implementation of collaborative tools, which will allow users to
share and track ideas based on any project. Meetings can take place on-line, with
immediate storage.

e The Company is going to re-evaluate requirements to complete external Public
Utilities Coordinating Committee (PUCC) requests. The anticipated process
improvement will result in a reduction in time spent in processing PUCC requests,
thereby helping to contain costs.

¢ Hydro One Brampton will evaluate a new Mobile Workforce Management system
in the Substations and P&C departments, to allow for simplified issuing of work
to field crews aimed at improving customer response time. The result of this
evaluation will determine whether we proceed with an implementation in others
areas of the utility.

Green Energy Initiatives

These initiatives represent Hydro One Brampton’s plan to bring itself into alignment with
the Province’s “Green” initiative:
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e Establish contacts with the City of Brampton and the Region of Peel to create a
collaborative working relationship specifically focused on facilitating “Green”
projects.

¢ The Company is considering the purchase of more environmentally-friendly and
energy-efficient vehicles, such as hybrids, to minimize its environmental impact
and carbon footprint.

e Smart Grid with Hydro One Networks Inc. - As part of its Smart Grid initiative,
Hydro One Brampton will work toward integration of OMS and AMR and
monitor progress made by Hydro One Networks Inc. as part of the latter’s Smart
Grid initiative.

* Remove all PCB-contaminated equipment - As a requirement to have PCB-free

equipment, in 2008 the Company commenced a program to manage the testing,
destruction and disposal of all PCBs found in its transformer equipment.
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APPENDIX B
2011 Score Card

Cortoriunnes Mooy

I Net Income after Tax ($M) IFRS $13.6
e 'gf:re:}fsl der (Forecast) GAAP $9.2
,g Value! Controllable Cost Index < 100%
. “" ST (OMé&A actual / OM&A budget) = °
I e Customer Service Indices 8 of 9 indicators
T Meet Serv1ce - (% of measures meeting target) e omet o
g § '-fi.:.' Quality Relxablhty Indlces ) _ . _ '3 of3 in dicators.
gg ,,»,>3_>Com1mtments " (# of measures meeting target et
S8 w0 SAIDL SAIFI& MAIFI) "
3 9o Sa;isfying our. Cus_tomer satisfaction T 50 b‘V
. customers - (% satisfied) Rt add
2 8 . Work Program Achievement
-] § éch:e‘t/e 1 (% of projects under the control of 590%
g § E)It)::légtcl: HOB completed within budget) =7
=
._::_Y,vgcé);:eﬂealth‘v (Lost- fime mju”es) o : 0
St y . Employee safety ' R ‘6
Sy ;'(Medzcal atds WSIB accepted) e
S o (100% of
e R applxcauons
o e v__ConnectFIT andMICROFlT processed within
S , _‘,apphcatlonsasper OPA requuements OPA
aﬁ, ' " L Rt reqmrements) :
': '."'_'c: .
e fen
g‘)% ,chxeve SRR
e iEnvxronmental RaEhY
Tk e '__'_;Meei OPA CDM targets (ifa_ﬁY) E o 100%
' 4 variance from plan of + or — 5% is considered on plan
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2010 Score Card
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APPENDIX C

SWOT Analysis

Strengths

o Growth
Experienced staff
Highly motivated management team
Robust asset base (over half of assets are less than 20 years old)
One of the most efficient LDCs in Ontario
Ranked high for efficiency in the PEG report
Well-positioned for future growth
Focused on good reliability
95% satisfaction on recent customer survey
Excellent safety record and program

¢ 00000000

Weaknesses
o Aging work force
s 41% of all employees over 50 years of age
= 45 % of management over 50 years of age
One of the lowest-staffed utilities in the Province
Have not replaced experienced staff prior to retirement
Difficulty in attracting qualified employees
Information Technology systems are customized, and qualified people are difficult to
attract
Implementation of new technologies and procedures have not been kept current due
to short-staffing issues
Inconsistent level of documentation of processes across the organization
o Lack of clear direction for the Company

[¢] G O 00

O

Opportunities
o “Green the fleet” plan being developed
Good load and customer growth potential
Changing workforce presents opportunity to explore new ideas
More opportunities to share co-op apprentice programs
GEGEA/CDM provides opportunity to increase customer contact
Journey to Zero
Growth in service territory
Slower growth allows an opportunity to focus more resources to reliability, customer
service and system improvements

O 0000 0O

Threats
o Expiration of Collective Agreements March 31, 2011, with mandate of zero percent

adjustment creates inequitable comparison with neighbouring utilities. If zero percent
is not attained, it will negatively impact upon net income.

o Added regulatory and compliance burdens could negatively impact our staff

o Economic conditions — loss of large customers, interest rates increases, slowdown in
customer growth

o Sabotage of equipment or theft of equipment

o Pandemic

o Adverse weather conditions
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1. 2010 Hiring

Sammary
Mgmt CAW IBEW Total
2010 Projection” (a) .59 116 43 218
2010 Plan’ (b) 58 116 44 218
Additional Approval’ (c) 0 0 0

2010 Approved (d=b+ ¢ 116 44 218

Ties to 2011-15 BP submission.
2Ties to 2010-14 BP approved.

% Additional positions already approved by the EC after the 2010-14 BP approval. For any positions already approved
by the EC that are above the 2010-14 business plan levels, please provide a brief description of the details of approval
(i.e. ~ date of EC approval, description and number of positions approved) in the written section below.

This results in the overall staff level being equal to the 2010 Approved.

2. 2011 Hiring

Summary
Mgmt CAW IBEW Total

2011 Budget' 61 118 45 224
2010 Approved” 58 116 44 218

- submission.
ZTies to 2010 Approved per 2010 Hiring Table in section 1 above.

Mgmt CAW IBEW Total

2011 Budget' 61 118 45 224
2010 Projection® 59 116 43 218

e This is a request for approval to hire 7 staff - 3 MGMT, 2CAW, and 2 IBEW in 2011,
to enable Hydro One Brampton to achieve the proposed staffing level in the above
table. One anticipated retirement in 2011 will not be replaced.

o This request results in the overall staff level being higher than the 2010 Projection.

Resourcing Strategy:
o The overall strategy for Hydro One Brampton is:

1. Demographics and succession planning related with the aging of current existing
staffing. Key vulnerabilities exist in senior management and in IT specialty areas,
and it is anticipated that “Green Energy” and infrastructure investment initiatives
will increase the demand for electricity energy specialists. Known challenges
associated with human resources have been identified, and plans are being
developed for mitigating this risk. The Company has developed a succession plan
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for key positions in the organization and will be ensuring that this plan is kept up-
to-date. In addition, the staffing strategy bhas been adjusted to allow for
anticipated losses of key trade groups through retirements.

2. Support for the Asset Management Program

The maintenance and strengthening of our operational capability requires that these
positions be filled.

The new hires are derived from the known total staff level requirement and an
estimated attrition rate. As such, the actual level of new hires (as well as skill
categories and labour groups) may vary, depending on how the attrition variable
materializes.

Hydro One Brampton will need to manage the forecast uncertainty with regard to new
hires and attrition, As such, to allow for some flexibility, it is being requested that
accountability be focused on the overall staff level. Hydro One Brampton will need
to manage within this overall staff level. Any action which may result in increasing
the overall staff level will need to be brought forward again to the Executive
Committee for approval.

This is a request for approval to hire 7 staff - 3 Management (1 Manager, 1 Project
Engineer and 1 Health Safety and Environment Coordinator), 2 CAW (1 Apprentice
Linesperson and 1 CDM Representative), and 2 IBEW (1 Customer Service Rep and
1 Credit Representative) in 2011, to enable Hydro One Brampton to achieve the
proposed staffing level shown in the above table.

Human Resource Manager Duties
(1 position) e Negotiations

o Human resources functions and labour relations
Justification

s Bill 168

¢ Succession planning (combination of HR and HSE)

Project Engineer Duties
(1 position) e Accountable for the certification of Engineering,

Technical Service and other department
construction projects in a timely manner as
required by Ontario Regulation 22/04 under the
Electricity Act, 1998. This will include deviation of
approval for construction projects and the
construction verification process.

e Accountable for special projects as assigned to
provide technical input in the form of design,
review or implementation.

Justification

» Supports succession plan

o Supports the GEGEA
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Health Safety and
Environment Coordinator
(1 position)

Duties

* Ensures that the HSE department continues to be
capable of adequately supporting ongoing HSE
initiatives.

¢ Journey to zero initiatives

Justification

e Succession plan to accommodate two possible
retirements in the next two or three years

Apprentice Lineperson
(1 position)

Duties

o Maintenance and construction of overhead and
underground distribution lines.

e This job is to be done safely and efficiently.

Justification

e To reduce reliance on contractors

¢ Provide succession planning

e To reflect increased work program

CDM Representative
(1 position)

Duties

e Assist in the design, development and
implementation of various CDM programs

o Interface with external organizations to promote
energy efficiency

e Work with customers to improve their overall
energy efficiency of their systems

e Implement new CDM initiatives and directives
separate from existing OPA programs

Justification

e Ensure that Hydro One Brampton achieves its
share of the provincial CDM targets as defined in
the April 1, 2010, Minister’s Directive

¢ Hydro One Brampton's distribution licence will be
amended to reflect these reductions. Currently
there is insufficient staff to achieve the necessary
success of the OPA targets and the new provincial
requirements

Customer Service Rep
(1 position)

Duties

Answers customer account inquiries.
Prepares billing data and reviewing edits.
Processes billings and updating records.
Prepares billing adjustments as required.
Follow-up activities on accounts.

Justification

The Customer Service Representative scheduled
for 2011 will be utilized to handle the increased

Confidentijal
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workload from customer growth and the increasing
call trend, which saw a 9.5% increase in calls 2009
over 2008. We also anticipate calls for time-of-use
customers to take longer to discuss with customers
based on knowledge that the customer will now
have questions as a result of 24x7 historical usage
data available to them.

Credit Representative Duties
(1 position) ¢ Analyze and manage overdue residential and

commercial accounts to execute appropriate action
to collect monies owing to Hydro One Brampton in
a timely and efficient manner.

e Assess risk factors and analyze customers’ ability
to pay.

e Request security deposits on new or delinquent
accounts.

e Maintain security deposits and customer credit
information.

Justification

¢ The Credit Representative position for 2011 will be
required due to an 11% increase in the number of
residential and commercial disconnects 2009 over
2008. The additional changes coming in the
Distribution System Code, the Retail Settlement
Code and the Standard Supply Service Code will
mean developing new criteria for moving accounts
into collections sooner, thereby increasing the
number of accounts that will be monitored.

3. Overall Staff Level Comparisons

2010° 2011

Per 2011-15 Business Plan 218 224
Per 2010 Staffing Approval 218 221
12011 higher/( n
. 201 »
2011-15 Business Plan reflects 2010 year-end projection; 2010 Staffing Approval reflects approved complement.
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