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OVERVIEW OF OPERATING REVENUE:

This Exhibit provides the details of Welland Hydro's operating revenue for 2009 Board
Approved, 2009 Actual, 2010 Actual, 2011 Actual, the 2012 Bridge Year and the 2013 Test
Year. This Exhibit also provides a detailed variance analysis by rate class of the operating

revenue components. Distribution revenue excludes revenue from commodity sales.

Welland Hydro is proposing a total Service Revenue Requirement of $9,659,680 for the 2013
Test Year. This amount includes a Base Revenue Requirement of $ $9,158,591 plus revenue

offsets of $501,089 to be recovered through Other Distribution Revenue.

A summary of all operating revenue is presented in Table 3A on page 2 of this schedule and
provides a comparison of total revenues from the 2009 OEB approved year to the 2013 Test

Year.

Throughput Revenue:

Information related to Welland Hydro's throughput revenue includes details on the weather
normalized load forecasting methodology reflecting expected CDM results and a forecast of
customers by rate class based on the historical number of customers billed throughout the year.

A detailed variance analysis on the historical throughput revenue is also provided in this
Exhibit.

Other Revenue:
Other revenues include Standard Service Supply (SSS) Administration Charges, Late Payment

Charges, Miscellaneous Service Revenues and Merchandise and Jobbing Revenues and are

shown on pages 2 & 3 of this schedule.

A detailed variance analysis of other revenue is set out later in this Exhibit.
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2009 2009 2010 2011 2012 2013
CcOSs Actual Actual Actual Bridge Test
($) (%) % (%) %) $

Eistribution Services Revenue-Monthly

Residential 3.536.324] 3,302,955| 3,477,674| 3,400,029| 3.986.895| 4.057.795
General Service Less Than 50 kw 505,004 469,359 515,981 499,875 584,775 585,120
General Service 50 to 4999 kw 628,199 539,996 698,174 690.941 688.486 688,486
Large Use 153,981 326,776 183,282 153,959 155,834 155,834
Unmetered Scattered Load 33,396 32,227 37,329 36.090 36,720 36,558
Sentinel Lighting 16,612 9,997 19,735 19,153 18,184 18,184
Street Ligﬂng 109,770 67,834 180,943 199,691 203,310 203,310
Total Distribution Revenue Monthly 4080 4,083,286| 4,749,144 5113,118] 4,999,738 5,674,204 5,745,287
Distribution Services Revenue-Volumetric

Residential 2505137| 2,099,525 2,361,380| 2,229,353| 2,280.787| 2,270,039
General Service Less Than 50 kw 475,010 433,519 490,580 455,542 463,292 461,007
General Service 50 to 4999 kw 566,100 421,804 634,369 561,728 540,549 544,713
Large Use 146,790 152,754 155,509 145,833 145,311 144,265
Unmetered Scattered Load 9,890 9,177 10,562 9,962 9,908 9,823
Sentinel Lighting 11,404 8,023 14,535 14,515 13,615 13,615
Street Lighting 77,854 46,873 126,417 138,603 64,957 37,553
Total Distribution Revenue Volumetric 4080 3,792,185 3,171,675| 3,793,352 3,555,536] 3,618,419] 3,481.015
Transformer Allowance-GS<50kW - - - (11,559) (11,559) (11,559)
Transformer Allowance-GS 50 to 4999 kW (159,306)]  (137,311)[ (159161 (146,959)| (125617)| (126,584)
Transformer Allowance-Large Use > 5000kW (118,687)| (139,872)| (119.967)] (119,562) (118,222)| (117,370)
Total Transformer Allowance 4080 (277.993)| (277,183)] (279,128)| (278,080)] (255,398) (255,513)
|Distribution Revenue Fixed & Variable Rates 8,497,478 7,643,636| 3,@7.342| B,Zﬁ?lgttl 8,937,225 8,970,789|
|Monthly Service Charge-SSA Administration” 4080-2 72,816 74,544 (42,912) 59,382 60,501 61,575
Microfits 4080-3 0 0 0 0 696 1,392
Retail Service Revenue Charge 4082 35,174 39,496 36,881 30,135 20,525 20,515
Service Trans Revenue 4084 2,040 748 1,303 789 789 789
| Total Distribution Revenue 8,607,508] 7,758,424] 8,622614] 8,35?_.5'00| 9,019,736 9,055,060|
Miscellaneous Operating Revenue-Distribution 383,506 466,338 334,869 513,676 387,669 373,068
Interest Earned §7,995 80,239 82,437 148,393 71,390 43,750
Total Other Operating Revenue-Distribution 471,501 546,577 417,306 662,069 459,059 416,818
|Net Operating Revenue-Distribution 9,079,009] 8,305,001] 9,039,920| 9,029,568 9,478,795 9,471,878
[Miscellaneous Opearting Revenue-Non Distribution 0| 85,848| 96,065| 79,849| 73,250] 36,250]
| Total Operating Revenue 9.079,009] 8,390,849] 9,135,985] 9,109,418 9,502,045 9,508,128|

*2010 Refunded $119,238 Streetlight Account
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2009 2009 2010 2011 2012 2013
Full Yr Full Yr Full Yr Full Yr Full Yr Full Yr
CcOS Actual Actual Actual Bridge Test
$) ($) (%) $) ($) (%)
Miscellaneous Operations Revenue
[Rent from Electric Property-Poles™ 128,535| 189,876| 132,640 130,085| 130,085 130.085
Rent from Electric Property-Service Centre 20,496 20,774 21,631 21,466 21,895 22,552
4210 Rent from Electrical Property 149.031| 210,650 154,271 151,6561] 151,980 152,637
Late Paxment Charges™ 66,000 71 531 3,072 143,690 68,785 70,849
4225 Late Payment Charges 66,000 71,531 3,072 143,690 68,785 75,849
Misc-Service-Account Status Fee 3,960 7,730 2,565 1,?@8 1,798 2,181
Misc Service-NSF Charges 6,480 4,335 3,390 4,515 4,515 4,515
Misc Service-Occupancy Related 83,880 97,319 91,610 93,305 93,305 94,238
Misc Service-Disconnect/Reconnect 31,135 23,560 18,609 14,440 14,440 14,440
Misc Sewic@nark U_E_OH Work Orders 24,000 28,474 33,295 43,354 35,011 35,011
4235 Miscellaneous Service Charges 149,455 156,418| 149,379 157,412 149,069 150,385
Gain on Disposition of Utility and Other Property 0 69 2,849 14,400 0 0
2355 Gain on Dispostion of Property 0 69 2,849 14,400 0 0
Scrap Metal Sales 12,000 8,920 18,221 9,812 9,812 10,106
Misc Service-Other Revenue 7.020 18,888 7,077 8,023 8,023 8,023
PILS 1562 Adjustment 0 0 0 28,779 0 0
4390 Miscellaneous Non_c-)perating Income 19,020 27,808 25,298 46,614 17,835 18,129
4362 Loss from Retirment of Utﬁity Property 0 0 0 0 0] -18,932
[Total Other Misc Operations Revenue 383.506| 466,338| 334,869| 513,676] 387,669| 373,068
Interest Earned
interest Income-Bank & Miscellaneous 87,995 59,852 58,093 97,396 62,500 43,750
Interest Variance Accounts 0 20,387 24,344 50,997 8,890 0
2405 Interest and Diviedend Income 87005 80239 82437 148,393  71,390] 43,750}
| Total Other Operating Revenue-Distribution [ 471,501] 546,677] 417,306] 662,069] 459,059] 416,818
Mark Up- OPA Programs 0 82,154 90,530 45,537 0 0
Solar Revenue 0 0 0 0 23,250 36,250
Capital Gains 0 0 0 0 0 0
Revenue Final Variance Accounts-Rate Applications 0 0 0 28,822 0 0
Miscellaneous Non Operating 0 3,694 5,535 5,490 0 0
4375 Revenues from Non-Utility Operations 0| 85848 96,065 79,849 23,250| 36,250
[Wiscellaneous Opearting Revenue-Non Distribution 0 85,848 96,065 79,849 23,250 36,250




N

O 0 3 O W

10

12
13
14
15
16

17
18
19
20
21
22
23
24

25
26
27
28
29
30

Welland Hydro Electric System Corp.
EB-2012-0173

Exhibit 3

Tab 2

Schedule 1

Page 1 of 21

Filed: August 31, 2012

WEATHER NORMALIZED LOAD AND CUSTOMER/CONNECTION FORECAST

The purpose of this evidence is to present the process used by Welland Hydro to prepare the
weather normalized load and customer/connection forecast used to design the proposed 2013

electricity distribution rates.

In summary, Welland Hydro has used the same regression analysis methodology used by a
number of distributors in previous cost of service rate applications to determine a prediction
model. With regard to the overall process of load forecasting, Welland Hydro submits that
conducting a regression analysis on historical electricity purchases to produce an equation that
will predict purchases is appropriate. Welland Hydro has the data for the amount of electricity
(in kWh) purchased from the IESO for use by Welland Hydro's customers. With a regression
analysis, these purchases can be related to other monthly explanatory variables such as
heating degree days and cooling degree days which occur in the same month. The results of
the regression analysis produce an equation that predicts the purchases based on the
explanatory variables. This prediction model is then used as the basis to forecast the total level
of weather normalized purchases for the Bridge Year and the Test Year which is converted to
bill KWh by rate class. A detailed explanation of the process is provided later in this evidence.

During proceedings related to the 2009 and 2010 cost of service applications for a number of
other distributors, Intervenors expressed concerns with the load forecasting process that was
proposed at the time by those distributors. During the review process of the 2009 cost of service
applications, Intervenors suggested the regression analysis should be conducted on an
individual rate class basis and the regression analysis would be based on monthly kWh by rate
class. Welland Hydro reviewed the data required to conduct the regression analysis on an
individual rate class basis and did not have the ability to produce monthly consumed values (i.e.

the amount consumed in the month not billed) by rate class.

During the review of 2010 cost of service applications, Board staff and Intervenors expressed
concern that the regression analysis assigned coefficients to some variable that were counter
intuitive. For example, the customer variable would have a negative coefficient assigned to it
which meant as the number of customers increased the energy forecast decreased. 2010
applicants explained that this was related to the recent Conservation and Demand Management
(“CDM") savings in the utility but in the view of Board staff and Intervenors this was not a
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sufficient explanation. Further, the regression analysis indicated that some of the variables
used in the load forecasting formula were not statistically significant and should not have been
included in the equation. Welland Hydro has attempted to address these concerns in the load
forecast used in this Application. Based on the OEB's approval of this methodology in a number
of previous cost of service applications, and based on the discussion that follows, Welland
Hydro submits that its load forecasting methodology is reasonable for the purposes of this

Application.

The following provides the material to support the weather normalized load forecast used by

Welland Hydro in this Application.

Table 3-1: Summary of Load and Customer/Connection Forecast

Billed | Growth | Percent | Customer’ BeTCaIt
Year (GWh) (GWh) Change Connection Growth Change

Count (%)

Billed Energy (GWh) and Customer Count / Connections
2009 Board Approved 439.8 29,313
2002 Actual 502.4 27,500
2003 Actual 477.9 (25) (4.9%) 27,665 165 0.6%
2004 Actual 484.1 6 1.3% 27,854 190 0.7%
2005 Actual 501.9 18 3.7% 28,151 297 1.1%
2006 Actual 467.8 (34 (6.8%) 28,317 166 0.6%
2007 Actual 470.4 3 0.5% 28,395 78 0.3%
2008 Actual 467.6 (3) (0.6%) 28,584 188 0.7%
2009 Actual 401.3 (66) (14.2%) 28,761 177 0.6%
2010 Actual 424.3 23 5.7% 28,942 182 0.6%
2011 Actual 430.0 6 1.3% 29,215 273 0.9%
2012 Bridge 421.0 (9) (2.1%) 29,489 274 0.9%
2013 Test 417.8 (3) (0.8%) 29,847 358 1.2%

The information in the table above provides weather actual data from 2002 to 2011, while 2012
and 2013 are weather normalized. Welland Hydro does not have a process to properly adjust
weather actual data to a weather normal basis. However, based on the process outlined in this
Exhibit, a process to forecast energy on a weather normalized basis has been developed and

used in this Application.

Total Customers and Connections are on an average basis and streetlight, sentinel lights and

unmetered loads are measured as connections.
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Actual and forecasted billed amounts and numbers of customers/connections are shown in
Table 3-2 and customer/connection usage is shown in Table 3-3, on a rate class basis.

Table 3-2: Billed Energy and Number of Customers / Connections by Rate Class

General Gonaial Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads Total
< 50 kW > 50 kW
Billed Energy (GWh)
2009 Board Approved 167.0 55.3 160.8 49.8 4.7 1.1 1.1 439.8
2002 Actual 163.8 47.9 220.6 63.9 4.6 0.6 1.0 5024
2003 Actual 157.6 46.5 148.8 118.1 4.6 1.0 1.2 477.9
2004 Actual 158.2 49.9 145.9 123.3 4.7 1.0 1.2 484.1
2005 Actual 170.8 52.6 147.1 124.4 4.7 1.0 1.2 501.9
2006 Actual 160.7 50.3 147.0 102.9 4.7 1.0 1.2 467.8
2007 Actual 162.9 53.4 163.2 84.0 4.7 1.0 1.1 470.4
2008 Actual 157.9 55.1 145.1 102.6 4.7 0.9 1.2 467.6
2008 Actual 162.4 54.6 135.4 51.9 4.7 1.1 1.2 401.3
2010 Actual 159.7 54.2 144.9 68.7 4.7 0.9 1.1 424.3
2011 Actual 158.6 54.4 150.2 60.0 4.7 0.9 1.1 430.0
2012 Bridge 161.8 54.5 141.0 59.6 2.2 0.8 1.1 421.0
2013 Test 161.0 54.2 140.3 59.1 1.3 0.8 1.1 417.8

Number of Customers/Connections

2009 Board Approved [ 19818 | 1717 | 171 | 1 [ e677 | 721 | 208 | 29,313
2002 Actual 18,178 1,680 239 1 6,412 765 225 27,500
2003 Actual 18,296 1,684 236 3 6,458 758 229 27,665
2004 Actual 18,498 1,683 217 3 6,471 750 232 27,854
2005 Actual 18,756 1,691 208 3 6,520 739 234 28,151
2006 Actual 18,915 1,668 209 3 6.558 732 233 28,317
2007 Actual 18,996 1,657 194 2 6,610 704 232 28,395
2008 Actual 19,137 1,676 176 3 6,671 689 232 28,584
2009 Actual 19,277 1,690 171 3 6,709 680 231 28,761
2010 Actual 19,434 1,691 172 1 6,738 679 227 28,942
2011 Actual 19,724 1,694 170 1 6,750 652 226 29,215
2012 Bridge 20,076 1,695 169 1 6,750 574 226 29,489
2013 Test 20,432 1,696 169 1 6,750 574 225 29,847
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Table 3-3: Annual Usage per Customer/Connection by Rate Class

General | [TGeneral Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads

<50 kW | >50kW
Energy Usage per Customer/Connection (KWh per customer/connection)
2009 Board Approved [ 8427 | 32236 | 940,246 | 49,804,199 | 707 1523 | 5,158
2002 Actual 9,009 28,545 921,365 | 47,962,426 714 796 4,501
2003 Actual 8,614 27,585 630,984 | 42,958,798 720 1,353 5,349
2004 Actual 8,552 29,672 673,710 | 41,084,202 722 1,372 5,147
2005 Actual 9,113 31,098 707,333 | 41,453,722 717 1,353 5,126
2006 Actual 8,496 30,182 704,886 | 34,311,209 715 1,380 5,188
2007 Actual 8,573 32,247 840,642 | 42,019,183 710 1,392 4,939
2008 Actual 8,254 32,854 823,340 | 34,195,985 708 1,378 4,990
2009 Actual 7,907 32,331 792,862 | 17,303,076 699 1.549 4,997
2010 Actual 8,219 32,049 841,001 | 58,704,363 698 1,338 4,964
2011 Actual 8,042 32,144 885,983 | 59,993,492 698 1,373 4,969
2012 Bridge 8,058 32,163 834,605 | 59,563,454 326 1,450 4,933
2013 Test 7,879 31,983 829,997 | 59,134,727 187 1,440 4,897
Annual Growth Rate in Usage per Customer/Connection
2009 Board App. Vs. 2009 Actual | 6.6% | (0.3%) | 186% | 1878% | 11% (17%) | 32%
2002 Actual
2003 Actual (4.4%) (3.4%) (31.5%) (10.4%) 0.8% 70.0% 18.8%
2004 Actual (0.7%) 7.6% 6.8% (4.4%) 0.3% 1.4% (3.8%)
2005 Actual 6.6% 4.8% 5.0% 0.9% (0.7%) (1.4%) (0.4%)
2006 Actual (6.8%) (2.9%) (0.3%) (17.2%) (0.3%) 2.0% 1.2%
2007 Actual 0.9% 6.8% 19.3% 22.5% (0.7%) 0.9% (4.8%)
2008 Actual (3.7%) 1.9% (2.1%) (18.6%) (0.2%) (1.0%) 1.0%
2009 Actual (4.2%) (1.6%) (3.7%) (49.4%) (1.3%) 12.4% 0.1%
2010 Actual 3.9% (0.9%) 6.1% 239.3% (0.2%) (13.6%) (0.7%)
2011 Actual (2.2%) 0.3% 5.3% 2.2% 0.0% 2.6% 0.1%
2012 Bridge 0.2% 0.1% (5.8%) (0.7%) (53.2%) 5.6% (0.7%)
2013 Test (2.2%) (0.6%) (0.6%) (0.7%) (42.6%) (0.7%) (0.7%)
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LOAD FORECAST AND METHODOLOGY

Welland Hydro's weather normalized load forecast is developed in a three-step process. First, a
total system weather normalized purchased energy forecast is developed based on a multifactor
regression model that incorporates independent variables that impact the monthly historical load
pattern for Welland Hydro. Second, the weather normalized purchased energy forecast is
adjusted by a historical loss factor to produce a weather normalized billed energy forecast.
Next, the forecast of billed energy by rate class is developed based on a forecast of customer
numbers and historical usage patterns per customer. For the rate classes that have weather
sensitive load, their forecasted billed energy is adjusted to ensure that the total billed energy
forecast by rate class is equivalent to the total weather normalized billed energy forecast that
has been determined from the regression model. The forecast of customers by rate class is
determined using a geometric mean analysis. For those rate classes that use kW for the
distribution volumetric billing determinant, an adjustment factor is applied to class energy

forecast based on the historical relationship between kW and kWh.
A detailed explanation of the load forecasting process follows.
Purchased KWh Load Forecast

An equation to predict total system purchased energy is developed using a multifactor
regression model with independent variables that impact the monthly power purchased amount
for Welland Hydro. The regression model uses monthly kWh and monthly values of
independent variables from January 2002 to December 2011 to determine a prediction formula
with coefficients for each independent variable. This provides 120 monthly data points which
represent a reasonable data set for use in a regression analysis. Consistent with the approach
used by many other distributors in their cost of service applications, Welland Hydro submits that
it is appropriate to review the impact of weather over the period January 2002 to December
2011 and then determine the average weather conditions over this period which would be
applied in the prediction formula to determine a weather normalized forecast. However, in
accordance with the OEB’s Filing Requirements, Welland Hydro has also provided a sensitivity
analysis showing the impact on the 2013 forecast of purchases assuming weather normal

conditions based on a 20-year trend of weather data.
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Weather impacts on load are apparent in both the winter heating season, and in the summer

cooling season. For that reason, both Heating Degree Days (i.e. a measure of coldness in

winter) and Cooling Degree Days (i.e. a measure of summer heat) are modeled.

The following outlines the prediction model used by Welland Hydro to predict weather normal
purchases for 2012 and 2013:

Welland Hydro's Monthly Predicted kWh Purchases

= Heating Degree Days * 11,365

+ Cooling Degree Days * 84,783

+ Number of Days in the Month * 599,642
+ CDM Activity * (7.9)

+ Number of Peak Hours * 25,379

+ Intercept of 9,544,366

The monthly data used in the regression model and the resulting monthly prediction for the

actual and forecasted years are provided in Appendix 3-A.

The sources of data for the various data points are:

a)

b)

Environment Canada website for monthly heating degree day and cooling degree
information. From 1992 to 20086, data from the Welland weather stations was used and from

2007 onward data from the Welland-Pelham weather station was used.

The calendar provided information related to number of days in the month and the number

of peak hours.

The CDM activity variable is an estimated level of monthly activity in CDM. For each year
the monthly values grow at constant value over the year. For the years 2006 to 2013, the
addition of the monthly CDM activity values shown in Appendix 3-A will equal the Net
Energy Savings from the OPA 2006-2010 Final CDM Results for Welland Hydro. These
values reflect the net energy savings from 2006 to 2010 programs and how these programs
have persistent savings from 2007 to 2013. However, for the years 2011 to 2013, the Net
Energy Savings from the OPA 2006-2010 Final CDM Results are adjusted to include
preliminary results from 2011 programs that contribute to the four year licensed CDM kWh
target of 20,600,000 assigned to Welland Hydro. The 2011 draft preliminary results are
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based on the Q4 2011 Conservation and Demand Management Status Report provided to
Welland Hydro by the OPA. The 2011 preliminary results have been included in the CDM
activity variable since these results have impacted the actual 2011 power purchases. The
following table outlines the adjustments made to the Net Energy Savings from the OPA
2006-2010 Final CDM Results to include the impact of the preliminary results from 2011
CDM programs and the persistent impact of the 2011 programs into 2012 and 2013. In
addition, the table provides the Net Energy Savings from the OPA 2006-2010 Final CDM
Results for the years 2006 to 2013. For 2013, the monthly values for the CDM activity
variable will total 7,866,927 kWh which includes 5,613,679 kWh from the OPA final results
plus 2,253,248 kWh reflecting the persistence of 2011 programs into 2013.

Table 3-4: 2011 Preliminary Results and Persistent Impact

plus OPA 2010 Final Results and Persistent Impact
Welland Hydro 4 Year 2011 to 2014 kWh target

20,600,000

2011 | 2012 | 2013 [ 2014 |  Total
kWh savings from 2011 programs with presistent impact

2,253,248 | 2,253,248 | 2,253,248 | 2,253,248 9,012,993

OPA 2010 Final Results - kWh

2006 2007 2008 2009
1,592,649 2,347,569 4,040,220 5,632,867
2010 2011 2012 2013
6,270,557 5,780,516 5,662,590 5,613,679

The impact of 2012 and 2013 CDM programs has not been included in the CDM activity variable
since they do not impact the actual purchases used in the regression analysis. A discussion on
how the load forecast is adjusted for 2012 and 2013 programs and how LRAM variance account
values are determined by rate class is provided later on in this schedule.
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1  The prediction formula has the following statistical results:

Table 3-5: Statistcial Results
Statistic Value
R Square 84%
Adjusted R Square 83%
F Test 118.5
T-stats by Coefficient
Heating Degree Days 13.6
Cooling Degree Days 18.2
Number of Days in Month 2.9
CDM Activity (12.3)
Number of Peak Hours 2.5
2 Intercept 1.6

3 The annual results of the above prediction formula compared to the actual annual purchases
4  from 2002 to 2011 are shown in the chart below. The chart indicates the resulting prediction

equation appears to be reasonable.

Actual vs. Predicted (GWh)
500
400
300
200
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
6 r1Actual kwh Purchases W Predicted kWh Purchases
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The following table outlines the data that supports the above chart. In addition, the predicted
total system purchases for Welland Hydro are provided for 2012 and 2013. For 2012 and 2013
the system purchases reflect a weather normalized forecast for the full year. In addition, values
for 2013 are provided for a 20 year trend assumption for weather normalization.

Table 3-6: Total System Purchases
0,

Year Actual Predicted | _. .

Difference
Purchased Energy (GWh)
2002 522.7 516.3 (1.2%)
2003 497 .1 503.6 1.3%
2004 501.2 499.6 (0.3%)
2005 520.8 522.0 0.2%
2006 488.4 490.7 0.5%
2007 493.9 488.4 (1.1%)
2008 4871 465.7 (4.4%)
2009 419.6 447.6 6.7%
2010 443.6 452.0 1.9%
2011 4521 440.6 (2.5%)
2012 Weather Normal 442.3
2013 Weather Normal 4421
2013 Weather Normal - 20 year trend 440.9

The weather normalized amount for 2013 is determined by using 2013 dependent variables in
the prediction formula on a monthly basis together with the average monthly heating degree
days and cooling degree days that occurred from January 2002 to December 2011 (i.e. 10
years). The 20 year trend value is based on the trend in monthly heating degree days and

cooling degree days that occurred from January 1992 to December 2011.

The weather normal 10 year average has been used in the power purchased forecast in this
Application for the purposes of determining a billed kWh load forecast which is used to design
rates. The 10 year average has been used as this is consistent with the period of time over

which the regression analysis was conducted.
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Billed KWh Load Forecast

To determine the total weather normalized energy billed forecast, the total system weather
normalized purchases forecast is adjusted by a historical loss factor. This adjustment has been
made by Welland Hydro using the average loss factor from 2002 to 2011 of 1.0432. With this
average loss factor the total weather normalized billed energy will be 424.0 GWh for 2012 (i.e.
442.3/1.0432) and 423.8 GWh for 2013 (i.e. 442.1/1.0432) before adjustments between rate
classes and for 2012 and 2013 CDM programs.

Billed KWh Load Forecast and Customer/Connection Forecast by Rate Class

Since the total weather normalized billed energy amount is known, this amount needs to be
distributed by rate class for rate design purposes taking into consideration the

customer/connection forecast and expected usage per customer by rate class.

The next step in the forecasting process is to determine a customer/connection forecast. The
customer/connection forecast is based on reviewing historical customer/connection data that is

available as shown in the following table.

Table 3-7: Historical Customer/Connection Data
Genepdl Sencrsl Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Liahts Loads Total
<50 kW | >50kw 9
Number of Customers/Connections
2002 18,178 1,680 239 1 6,412 765 225 27,500
2003 18,298 1,684 236 3 6,458 758 229 27,665
2004 18,498 1.683 217 3 6,471 750 232 27,854
2005 18,756 1,691 208 3 6,520 739 234 28,151
2006 18,915 1,668 209 3 6,558 732 233 28,317
2007 18,996 1,657 194 2 6,610 704 232 28,395
2008 19,137 1,676 176 3 6,671 689 232 28,584
2009 19,277 1,690 171 3 6,709 680 231 28,761
2010 19,434 1,691 172 1 6,738 679 227 28,942
2011 19,724 1,694 170 1 6,750 652 226 29,215

From the historical customer/connection data the growth rates in customers/ connections can be
evaluated. The growth rates are provided in the following table. The geometric mean growth
rate in number of customers is also provided. The geometric mean approach provides the
average compounding growth rate from 2002 to 2011.
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Table 3-8: Growth Rate in Customer/Connections
Senetal Gonetal Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads
<50kW | >50kwW 9
Growth Rate in Customers/Connections
2002
2003 0.7% 0.3% (1.5%) 106.3% 0.7% (0.9%) 1.5%
2004 1.1% (0.1%) (8.2%) 9.1% 0.2% (1.0%) 1.7%
2005 1.4% 0.5% (3.9%) 0.0% 0.8% (1.5%) 0.7%
2006 0.8% (1.4%) 0.2% 0.0% 0.6% (0.9%) (0.6%)
2007 0.4% (0.7%) (6.9%) (33.3%) 0.8% (3.8%) (0.4%)
2008 0.7% 1.2% (9.2%) 50.0% 0.9% (2.2%) 0.1%
2009 0.7% 0.8% (3.1%) 0.0% 0.6% (1.4%) (0.6%)
2010 0.8% 0.0% 0.9% (66.7%) 0.4% (0.1%) (1.4%)
2011 1.5% 0.2% (1.6%) 0.0% 0.2% (4.1%) (0.6%)
Geometric Mean 0.9% 0.1% (4.0%) (11.9%) 0.6% (1.9%) (0.1%)

For the General Service< 50 kW and Unmetered Loads class, the resulting geometric mean
was first applied to the 2011 customer/connection numbers to determine the forecast of
customer/connections in 2012. Then the geometric mean was applied again to the 2012 value

to determine the 2013 customer/connection forecast.

For the Residential class, Welland Hydro increased 2011 average customers by 1.8% in both
the 2012 Bridge Year and the 2013 Test Year. This is higher than the geometric mean found in
Table 3-8 and is based on the growth in customers in the first quarter of 2012.

For the General Service > 50 kW class, the count reduces by one in 2012 to 169 and remains at
that level for 2013. The reduction of one in 2012 is significant in that it was a large industrial
customer (4,000 kW) that closed its manufacturing facility in 2011. Welland Hydro removed the
actual kW and kWh associated with this customer in 2011 in the 2012 forecast. No growth is

expected in the class in 2013.

For the Large User and Streetlights class, the customer/connections were held constant at the
2011 level since Welland Hydro does not expect any growth in customer numbers in these

classes.

For the Sentinel Lights class, Welland Hydro does not install any new sentinel lights. The
number of connections for 2012 is based on reductions that have already occurred as industrial
and commercial customers who have in the past used sentinel lights for security are looking for
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ways to reduce electrical costs. Although Welland Hydro expects this number to drop further it
has left the number of connections constant in 2013.

The following table outlines the forecast of customers and connections by rate class.

Table 3-9: Customer/Connection Forecast

General Gensral Sentinel |Unmetered
Year Residential| Service Service |Large User | Streetlights Total

< 50 kW > 50 KW Lights Loads

Forecast Number of Customers/Connections
2012 20,075 1,695 169 1 6,750 574 226 29,489
2013 20,432 1,696 169 1 6,750 574 225 29,847

The next step in the process is to review the historical customer/connection usage and to reflect
this usage per customer in the forecast. The following table provides the average annual usage
per customer by rate class from 2002 to 2011.

Table 3-10: Historical Annual Usage per Customer
Tl eI Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads
< 50 kW > 50 kW
Annual kWh Usage Per Customer/Connection
2002 9,009 28,545 921,365 | 47,962,426 714 796 4,501
2003 8,614 27,585 630,984 | 42,958,798 720 1,353 5,349
2004 8,552 29,672 673,710 | 41,084,202 722 1,372 5,147
2005 9,113 31,098 707,333 | 41,463,722 717 1,353 5,126
2006 8,496 30,182 704,886 | 34,311,209 715 1,380 5,188
2007 8,573 32,247 840,642 | 42,019,183 710 1,392 4,939
2008 8,254 32,854 823,340 | 34,195,985 708 1,378 4,990
2009 7.907 32,331 792,862 | 17,303,076 699 1.549 4,997
2010 8,219 32,049 841,001 | 58,704,363 698 1,338 4,964
2011 8,042 32,144 885,983 | 59,993,492 698 1,373 4,969

From the historical usage per customer/connection data the growth rate in usage per
customer/connection can be reviewed. That information is provided in the following table. The

geometric mean growth rate has also been shown.



[V, TN " S B \V

O 00 3 N

10
11
12

13
14

15
16
17
18
19
20

Welland Hydro Electric System Corp.
EB-2012-0173

Exhibit 3

Tab 2

Schedule 1

Page 13 of 21

Filed: August 31, 2012

Table 3-11: Growth Rate in Usage Per Customer/Connection

Street

Year Residential] GS<50 GS>50 |Large User [Cogeneration Lighting Sentinels USL
Growth Rate in Customer/Connection

2000

2001 (1.2%) 3.5% 36.2% 0.7% 10.1% (7.6%) 12.0% (4.4%)
2002 4.8% 14.9% 9.8% 22.4% (38.1%) 15.6% (5.1%) (6.2%)
2003 (4.8%) (4.9%) (4.7%) (0.0%) 44.6% (6.5%) 0.7% (1.9%)
2004 (2.5%) (2.5%) (3.2%) 3.9% (11.7%) 0.2% (2.2%) 2.9%
2005 6.5% 3.9% 3.3% 4.7% 50.5% (1.4%) (0.1%) 0.6%
2006 (5.3%) (3.4%) (1.4%) (1.3%) 15.3% 0.9% 0.2% (39.0%)
2007 (0.4%) 0.8% (0.1%) (9.7%) 21.2% (0.4%) 0.3% (5.3%)
2008 (1.3%) {0.9%) (2.3%) (8.8%) 6.9% 0.3% 0.5% 10.8%
2009 (3.8%) (4.1%) (7.7%) {0.1%) 7.2% (0.5%) {0.9%) (1.9%)
2010 2.7% 0.8% 5.6% 4.5% 7.2% (0.2%) (0.2%) 1.6%
2011 (1.2%) 1.6% (0.7%) (0.8%) (17.5%) (0.4%) 0.5% (2.6%)
Geometric Mean (0.7%) 0.8% 2.6% 1.1% 5.8% (0.2%) 0.4% (5.0%)

For the Residential and General Service< 50 kW classes, the resulting geometric mean was first
applied to the 2011 usage per customer to determine the forecast of customer/connections in
2012. Then the geometric mean was applied again to the 2012 value to determine the 2013

customer/connection forecast.

For the General Service > 50 kW class, as indicated in the customer count section the reduction
from 170 to 169 was a large industrial customer closing its manufacturing facility. Welland
Hydro removed actual 2011 kWh associated with the customer in forecasting 2012 usage

volumes which have impacted on the usage per customer.

For the Large User and Unmetered Load classes, the usage per customer/connections was
held constant at the 2011 level since Welland Hydro does not expect any change in usage for

these classes.

Sentinel Lights forecasts were based on the actual kWh of the 574 lights remaining in 2012,

Welland Hydro expects that volume for this class will continue to decrease.

The City of Welland made a decision early in 2012 to change Cobra Head and Decorative Pole
Top street lighting to LED. Phase 1 in 2012 involves the replacement of 4,300 Cobra Head
lights expected to reduce kW demand by 577kW/month or 6,924kW/year. Phase 2 in 2013
involves the replacement of 2,192 Decorative Pole Top lights expected to reduce kW demand
by 216kW/month or 2,592kW/year. For the purposes of this rate application it was assumed
that all Cobra Head lights were changed January 1, 2012 and all Pole Top lights were changed
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January 1, 2013. The forecast kWh per connection for this class reflects this replacement

schedule.

Table 3-12: Forecast Annual kWh Usage per Customer/Connection

Gersrl R Sentinel |Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads

< 50 kW > 50 kW
Forecast Annual kWh Usage per Customers/Connection
2012 7,941 32,571 817,672 | 59,993,492 329 1,461 4,969
2013 7,842 33,003 817,672 | 59,993,492 190 1,461 4,969

With the preceding information the non-normalized weather billed energy forecast can be
determined by applying the forecast numbers of customers/connections from Table 3-9 by the
forecast of annual usage per customer/connection from Table 3-12. The resulting non-

normalized weather billed energy forecast is shown in the following table.

Table 3-13: Non-normalized Weather Billed Energy Forecast (GWh)
General enaral Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads Total
< 50 kW > 50 kW
NON-normalized Weather Billed Energy Forecast (GWh)
2012 (Not Normalized) 159.4 55.2 138.2 60.0 2.2 0.8 1.1 417.0
2013 (Not Normalized) 160.2 56.0 138.2 60.0 1.3 0.8 1.1 417.6

The non-normalized weather billed energy forecast has been determined but this needs to be
adjusted in order to be aligned with the total weather normalized billed energy forecast. As
previously determined, the total weather normalized billed energy forecast is 424.0 GWh for
2012 and 423.8 GWh for 2013 before adjustments for 2012 and 2013 CDM programs.

The difference between the non-normalized and normalized forecast adjustments is 7.0 GWh in
2012 (i.e. 424.0 — 417.0) and 6.2 GWh in 2013 (i.e. 423.8 — 417.6). The difference is assumed
to be associated with moving the forecast from a non-normalized to a weather normal basis and
this amount will be assigned to those rate classes that are weather sensitive. Based on the
weather normalization work completed by Hydro One for Welland Hydro for the cost allocation
study, which has been used to support this Application, it was determined that the weather

sensitivity by rate classes is as follows:
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Table 3-14: Weather Sensitivity by Rate Class
General General
Residential] Service Service |Large User | Streetlights

Sentinel | Unmetered

< 50 KW > 50 kW Lights Loads
Weather Sensitivity
820% | 820% | 639% | 00% | 00% | 00% | 00%

For the GS > 50 kW class the weather sensitivity amount of 63.9% was provided in the weather
normalization work completed by Hydro One. For the Residential and General Service < 50 kW
classes, it is has been assumed in previous cost of service applications that these two classes
are 100% weather sensitive. Intervenors expressed concern with this assumption and have
suggested that 100% weather sensitivity is not appropriate. Welland Hydro agrees with this
position but also submits that the weather sensitivity for the Residential and GS < 50 kW
classes should be higher than the GS > 50 kW class. As a result, Welland Hydro has assumed
the weather sensitivity for the Residential and General Service < 50 kW classes to be mid-way
between 100% and 63.9, or 82.0%.

The difference between the non-normalized and normalized forecast of 7.0 GWh in 2012 and
6.2 GWh in 2013 has been assigned on a pro rata basis to each rate class based on the above

level of weather sensitivity.

Welland Hydro adjusted the kWh between the General Service < 50 kW and the General
Service > 50 kW classes. In 2012, 1.5 GWh was moved from the General Service < 50 kW
class to General Service > 50 kW class. In 2013, 2.0 GWh was moved from the General Service
< 50 kW class to General Service > 50 kW class. This adjustment was necessary as there is no
history which shows the General Service < 50 kW class at the volumes predicted prior to the
adjustment. As a result, Welland Hydro believes an adjustment should be made between the
General Service < 50 kW and the General Service > 50 kW classes to bring the volumes for the

General Service < 50 kW more in line with historical values.

In addition, another adjustment has been made to reflect the impact of 2012 and 2013 CDM
programs on the load forecast. This adjustment reflects the “gross” impact of 2012 and 2013
CDM programs on the load forecast. The gross impact includes the net results measured by the
OPA plus an estimate of the average net to gross adjustment reflecting gross and net savings
information provided in the OPA 2006-2010 Final CDM Results. The net results provide a
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measurement of the program effectiveness used to achieve the LDC targets. The gross results
include the net results plus the estimated impact of customers participating in a program even if
an incentive was not provided to participate. In the past this has been termed the level of “free
ridership”. In other words, the gross results include the results from those who participated in
the program because there was an incentive plus those who participated even if there was not
an incentive. In Welland Hydro’s view it is the gross level that impacts the load forecast.

The following table outlines the average net to gross factor of 54.8% based on information
provided in the OPA 2006-2010 Final CDM Results for Welland Hydro

Table 3-15: Average Net to Gross Percentage
OPA 2006- | OPA 2006-
2010 Final 2010 Final
CDM Results CDM % Difference
(Gross) Results (Net)| # Difference of Net
2006 1,778,676 | 1,592,649 186,027 11.7%
2007 2,920,591 | 2,347,569 573,022 24.4%
2008 6,043,541 | 4,040,220 | 2,003,322 49.6%
2009 8,298,829 | 5,532,867 | 2,765,962 50.0%
2010 10,017,319 | 6,270,657 | 3,746,763 59.8%
2011 9,635,791 5,780,516 | 3,755,276 65.0%
2012 9,260,629 | 5,662,590 [ 3,598,039 63.5%
2013 9,163,918 | 5,613,679 [ 3,550,239 63.2%
Total 57,019,296 | 36,840,646 | 20,178,650 54.8%

As previously discussed the 2011 draft verified savings from 2011 CDM programs are known
and has been used in the CDM activity variable included in the regression analysis supporting
the prediction formula. However, the 2011 preliminary results impacts on the expected savings
from 2012 to 2014 programs in order to achieve the licensed 4 year CDM target. Based on the
following table the 2011 preliminary results will contribute 43.8% to the four year target. In the
following table the 2011 results are consistent with the information provided in table 3-4. The
table indicates that assuming persistence, 2012 to 2014 programs will need to achieve 9.4% of

the four year target each year in order to achieve the target.
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Table 3-16: Schedule to Achieve 4 Year kWh CDM Target
4 Year 2011 to 2014 kWh target
20,600,000

2011 2012 2013 2014 Total
2011 Programs 10.9% 10.9% 10.9% 10.9% 43.8%
2012 Programs 9.4% 9.4% 9.4% 28.1%
2013 Programs 9.4% 9.4% 18.7%
2014 Programs 9.4% 9.4%

10.9% 20.3% 29.7% 39.1% 100.0%

kWh
2011 Programs 2,253,248 2,253,248 2,253,248 2,253,248 9,012,993
2012 Programs 1,931,168 1,931,168 1,931,168 5,793,504
2013 Programs 1,931,168 1,931,168 3,862,336
2014 Programs 1,931,168 1,931,168
2,253,248 4,184,416 6,115,584 8,046,752 20,600,000

The above table suggests that in 2012, the savings from 2012 will be 1,931,168 kWh on a net
basis. However on a gross basis this amount would be 1,931,168 times 1.548 (i.e. the net to
gross factor determined in table 3-15) or 2,988,922 kWh. In Welland Hydro’s view, the 2012
load forecast should be adjusted by 2,988,922 kWh to reflect CDM savings from 2012
programs. As discussed above in regards to the CDM Activity variable, the persistent savings
from 2011 programs in 2012 have been reflected in the prediction formula.

The above table also suggest that in 2013, the savings from 2012 and 2013 programs will be a
1,931,168 kWh times two or 3,862,336 kWh on a net basis. However on a gross basis this
amount would be 3,862,336 times 1.548 or 5,977,845 kWh. In Welland Hydro's view, the 2013
load forecast should be adjusted by 5,977,845 kWh to reflect CDM savings from 2012 and 2013

programs.

In accordance with the Guidelines for Electricity Distributor Conservation and Demand
Management [EB-2012-0003], 26, 2012, it is Welland Hydro's
understanding that as part of this application expected CDM savings in 2013 from 2011,

issued April

2012 and 2013 programs will need to be established for LRAM variance accounts
purposes. It is also Welland Hydro’s understanding that the OPA will measure CDM results
attributable to the four year targets on a net basis. Consistent with past practices, it is expected
the net level of savings will be used for LRAM calculations. As a result, it is Welland Hydro’s
view the units used for the 2013 LRAM variance account should also be on a net basis. Based
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on the net information in table 3-16, Welland Hydro expects to achieve 6,115,584 net kWh
savings in 2013 from 2011 to 2013 CDM programs. For LRAM variance account purposes, the
following table outlines how this expected savings has been allocated to rate class using the
2013 information from table 3-13. The expected kW saving has also been provided for those
classes billed distribution charges on a kW basis using the average KW/KWh factors from Table
3-20

Table 3-17: 2013 Expected Savings for LRAM Variance Account
. General Sentinel | Unmetered
Residential| Service Service |Large User | Streetlights Lights Loads Total
< 50 kW > 50 kW
kWh 2,346,360 819,589 | 2,023,621 878,552 18,789 12,277 16,397 6,115,584
kW where applicable 5,718 2,491 52 38 8,299

The following table outlines how the classes have been adjusted to align the non-normalized
forecast with the normalized forecast and reflect the adjustments discussed above.

Table 3-18: Alignment of Non-normal to Weather Normal Forecast
S General Sentinel | Unmetered
Year Residential| Service Service |Large User | Streetlights Lights Loads Total
< 50 kW > 50 kW
Non-normalized Weather Billed Energy Forecast (GWh)
2012 Non-Normalized Bridge 159.4 55.2 138.2 60.0 2.2 0.8 1.1 417.0
2013 Non-Normalized Test 160.2 56.0 138.2 60.0 1.3 0.8 1.1 417.6
Weather Adjustme nt (GWh)
2012 3.5 1.2 2.4 0.0 0.0 0.0 0.0 7.0
2013 3.1 1.1 21 0.0 0.0 0.0 0.0 6.2
Rate Class Adjustment (GWh)
2012 Non-Normalized Bridge 0.0 (1.5) 1.5 0.0 0.0 0.0 0.0 0.0
2013 Non-Normalized Test 0.0 (2.0) 2.0 0.0 0.0 0.0 0.0 0.0
CDM Adjustment (GWh)
2012 (1.1) (0.4) (1.0) (0.4) (0.0) (0.0) (0.0) (3.0)
2013 (2.3) (0.8) (2.0) (0.9) (0.0) (0.0) (0.0) (6.0)
Weather Normalized Billed Energy Forecast (GWh)
2012 Normalized Bridge 161.8 54.5 141.0 59.6 2.2 0.8 1.1 421.0
2013 Normalized Test 161.0 54.2 140.3 59.1 1.3 0.8 1.1 417.8

Billed KW Load Forecast

There are four rate classes that charge volumetric distribution on per kW basis. These include
GS > 50 kW, Large User, Streetlights and Sentinel Lights. As a result, the energy forecast for
these classes needs to be converted to a kW basis for rate setting purposes. The forecast of
kW for these classes is based on a review of the historical ratio of kW to kWhs.

The following table outlines the annual demand units by applicable rate class.
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Table 3-19: Historical Annual kW per Applicable Rate Class
General Sentinel
Year Service [Large User| Streetlights En :::: Total
> 50 kW g
Billed Annual kW
2002 551,946 193,768 11,857 2,536 760,106
2003 449,454 293,338 12,975 2,929 758,696
2004 418,533 287,801 13,024 3,192 722,549
2005 415,116 296,227 13,039 2,844 727,226
2006 414,301 313,394 13,084 2,812 743,591
2007 441,184 248,610 13,086 3,042 705,922
2008 417,425 271,979 13,186 2,690 705,280
2009 390,493 195,437 13,091 3,631 602,652
2010 432,238 168,338 13,119 2,816 616,511
2011 417,210 170,236 13,068 2,462 602,976

The following table illustrates the historical ratio of kW/kWh as well as the average ratio for 2002
to 2011.

Table 3-20: Historical kW/KWh Ratio per Applicable Rate Class
Generdl Sentinel
Year Service |Large User | Streetlights Lights
> 50 kW
Ratio of kW to kWh
2002 0.2502% 0.3030% 0.2589% 0.4167%
2003 0.3021% 0.2483% 0.2791% 0.2856%
2004 0.2869% 0.2335% 0.2788% 0.3101%
2005 0.2822% 0.2382% 0.2790% 0.2844%
2006 0.2819% 0.3045% 0.2791% 0.2782%
2007 0.2703% 0.2958% 0.2789% 0.3102%
2008 0.2877% 0.2651% 0.2791% 0.2833%
2009 0.2884% 0.3765% 0.2790% 0.3449%
2010 0.2982% 0.2868% 0.2791% 0.3098%
2011 0.2778% 0.2838% 0.2775% 0.2753%
Average 2002 to 2011 0.2826% 0.2835% 0.2768% 0.3098%

For the Large User class, the average ratio was applied to the weather normalized billed energy

forecast in Table 3-18 to provide the forecast of kW for this class.

For the General Service > 50 kW class an adjustment was made in 2012 to remove the actual
kW for the loss of the large industrial customer as discussed above regarding Table 3-9. For
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2013, the 2011 KW/kWh ratio was applied to the weather normalized billed energy forecast in
Table 3-18 to provide the 2013 forecast of kW since Welland Hydro believes the 2011 kW/kWh
ratio is more appropriate on a going forward basis.

For the Streetlight class, the kW is based upon the actual reduction in kW with the new LED
lights being installed in 2012 and 2013 based on the discussion above regarding Table 3-12.

For the Sentinel Lights class, the kW is based upon the actual kW of the 574 remaining lights
discussed above regarding Table 3-9.

Table 3-21: kW Forecast by Applicable Rate Class

10

Cenersl Sentinel
Year Service [Large User| Streetlights Lights Total
> 50 kW
Predicted Billed kW
2012 Normalized Bridge 386,714 168,888 6,144 2,297 564,043
2013 Normalized Test 389,693 167,672 3,552 2,297 563,214

Table 3-22 provides a summary of the billing determinants by rate class that is used to develop

the proposed rates.
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Table 3-22: Summary of Forecast
2012 2013
2009 Board 2009 2010 2011 Weather Weather
Approved Actual Actual Actual Normalized |Normalized
Bridge Test
ACTUAL AND PREDICTED KWH PURCHASES
Actual kWh Purchases 419,617,213| 443,594,623 | 452,100,623
Predicted kWh Purchases 447,588,392| 451,994,246 | 440,647,070 | 442,326,032 | 442,113,423
% Difference of actual and predicted purchases| 6.7% 1.9% (2.5%)
BILLING DETERMINANTS BY CLASS
Residential
Customers 19,818 19,277 19,434 19,724 20,075 20,432
kWh 166,999,701 152,428,518| 159,733,338 | 158,621,921 | 161,757,930 | 160,995,683
General Serviceg® 50 kW
Customers 1,717 1,690 1,691 1,694 1,695 1,696
kwh 55,348,528 | 54,644,526 | 54,185,000 | 54,435,719 | 54,504,980 | 54,236,152
GS>50
Customers 171 171 172 170 169 169
kWh 160,782,066 135,381,161| 144,932,476 | 150,174,158 | 141,048,217 | 140,269,569
kW 440,796 390,493 432,238 417,210 386,714 389,693
Large User
Customers 1 3 1 1 1 1
kWh 49,804,199 | 51,909,228 | 58,704,363 | 59,993.492 | 59,563,454 | 59,134,727
kW 169,553 195,437 168,338 170,236 168,888 167,672
Sentinels
Connections 721 680 679 652 574 574
kwh 1,098,311 | 1,052,725 908,962 894,240 832,323 826,332
kW 2,592 3,631 2,816 2,462 2,297 2,297
Street Lighting
Connections 6,677 6,709 6,738 6,750 6,750 6,750
kwWh 4,722,781 | 4,691,957 | 4,700,576 | 4,709,765 2,203,348 1,264,642
kW 13,262 13,091 13,119 13,068 6,144 3,552
USL
Connections 208 231 227 226 226 225
kWh 1,072,774 | 1,151,826 | 1,128,127 1,122,904 1,113,272 1,103,690
Total of Above
Customer/Connections 29,313 28,761 28,942 29,215 29,489 29,847
kWh 439,828,360| 401,259,942 | 424,292,841 | 429,952,199 | 421,023,523 | 417,830,794
kW from applicable classes 626,203 602,652 616,511 602,976 564,043 563,214
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Appendix 3-A Monthly Data Used for Regression Analysis

Number of
Heating Cooling Days in Number of Predicted
Purchased Degree Days Degree Days Month CDM Activity Peak Hours Purchases
46,293,277 559 0.0 31 0 352 43,415,336
41,843,002 519 0.0 28 0 320 40,349,794
44,412 572 512 0.0 31 0 320 42,074,927
42,581,129 307 5.1 30 0 352 40,388,320
40,099,130 220 8.8 31 0 352 40,315,443
42,830,520 27 74.7 30 0 320 42,286,974
50,209,650 1 169.2 31 0 352 51,417,753
49,113,260 1 141.6 31 0 336 48,678,938
43,203,390 21 77.3 30 0 320 42,442,629
39,840,800 260 11.6 31 0 352 41,001,762
40,267,910 413 0.0 30 0 336 40,759,770
41,966,900 611 0.0 31 0 320 43,195,537
45,793,920 782 0.0 31 0 352 45,946,368
41,797,690 681 0.0 28 0 320 42,194,367
43,041,020 530 0.0 31 0 336 42,689,223
39,112,340 360 0.0 30 0 336 40,163,096
37,768,340 149 0.0 31 0 336 38,363,624
38,550,110 33 35.6 30 0 336 39,462,687
45,139,630 1 105.3 31 0 352 46,000,098
44,242,730 4 127.8 31 0 320 47,135,575
39,933,800 51 29.0 30 0 336 39,106,554
39,274,410 264 1.0 31 0 352 40,145,110
39,924,090 352 0.0 30 0 320 39,648,488
42,535,190 531 0.0 31 0 336 42,705,134
46,623,430 805 0.0 31 0 336 45,821,474
42,059,450 617 0.0 29 0 320 42,069,399
44,041,140 479 0.0 31 0 368 42,919,250
39,465,450 303 0.8 30 0 336 39,577,423
38,649,380 117 17.1 31 0 320 39,035,465
40,366,830 47 42.0 30 0 352 40,564,144
42,442,080 1 93.1 31 0 336 44 571,492
42,940,430 12 61.6 31 0 336 42,023,562
41,663,760 28 46.7 30 0 336 40,341,273
39,406,350 209 0.3 31 0 320 38,653,294
40,213,160 365 0.0 30 0 352 40,615,107
43,313,970 51 0.0 31 0 336 43,382,500
46,807,180 717 0.0 31 0 320 44,397,976
41,117,740 595 0.0 28 0 320 41,211,276
44 324,530 591 0.0 31 0 352 43,785,842
39,294,850 304 0.0 30 0 336 39,516,416
38,503,630 179 0.0 31 0 336 38,697,761
43,469,730 6 141.2 30 0 352 48,505,268
51,308,440 0 190.7 31 0 320 52,420,713
48,784,110 1 144.1 31 0 352 49,289,692
41,264,120 20 49.8 30 0 336 40,521,135
40,426,860 212 8.7 31 0 320 39,401,843
41,421,880 361 0.0 30 0 352 40,573,056
44,051,790 652 0.0 31 0 320 43,656,964
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Number of
Heating Cooling Days in Number of Predicted

Purchased Degree Days Degree Days Month CDM Activity Peak Hours Purchases
43,192,750 524 0.0 31 20,419 336 42,465,141
39,863,550 570 0.0 28 40,837 320 40,610,820
42,675,980 515 0.0 31 61,256 368 42,843,679
34,740,070 270 0.0 30 81,674 304 37,667,109
38,741,980 127 24.3 31 102,093 352 39,763,619
41,837,560 19 69.9 30 122,511 352 41,640,800
47,715,260 1 161.4 31 142,930 320 48,816,917
44,325,550 1 100.1 31 163,349 352 44,274,598
36,564,730 69 17.2 30 183,767 320 36,432,842
38,815,730 270 0.0 31 204,186 336 38,119,677
39,427,080 361 0.0 30 224,604 352 38,795,755
40,481,750 469 0.0 31 245,023 304 39,251,964
43,659,020 626 0.0 31 237,424 352 42,296,924
42,004,080 739 0.0 28 229,825 320 41,036,071
41,099,580 539 0.0 31 222,227 352 41,429,546
37,578,410 376 0.0 30 214,628 320 38,222,897
37,137,720 144 15.4 31 207,029 352 38,370,757
42,747,830 20 84.3 30 199,430 336 41,858,971
41,879,640 7 77.5 31 191,831 336 41,804,779
45,846,620 6 106.5 31 184,233 352 44,704,236
40,071,090 52 41.8 30 176,634 304 37,979,747
39,182,630 131 20.2 31 169,035 352 38,928,344
40,415,660 438 0.0 30 161,436 352 40,171,864
42,304,750 613 0.0 31 163,837 304 41,603,288
43,662,060 604 0.0 31 181,968 352 42 493,633
42,566,180 654 0.0 29 210,098 320 40,819,928
42,057,090 602 0.0 31 238,229 304 40,805,242
37,570,770 273 0.0 30 266,359 352 37,459,771
36,307,140 217 0.0 31 294,489 336 36,793,163
41,100,780 27 61.5 30 322,620 336 39,031,393
44,714,390 5 90.3 31 350,750 352 42,006,228
41,138,100 19 42.4 31 378,881 320 37,067,220
39,609,350 70 25.5 30 407,011 336 35,798,970
37,751,930 293 0.0 31 435,141 352 36,956,819
38,864,960 447 0.0 30 463,272 304 36,667,765
41,720,160 615 0.0 31 491,402 336 39,759,476
42,696,540 829 0.0 31 486,736 336 42,235,373
35,865,870 606 0.0 28 482,070 304 37,116,570
36,893,370 529 0.0 31 477,404 352 39,297,766
32,546,810 317 2.0 30 472,738 320 35,680,787
30,411,992 157 1.8 31 468,071 320 34,489,918
32,954,969 44 30.0 30 463,405 352 35,848,223
35,112,531 20 33.1 31 458,739 352 36,465,760
38,795,185 14 74.2 31 454,073 320 39,113,777
32,382,923 71 12.0 30 449,407 336 34,326,870
32,302,731 290 0.0 31 444,741 336 36,437,289
32,596,485 336 0.0 30 440,075 320 35,995,851
37,057,808 612 0.0 31 435,408 352 40,580,207
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Number of
Heating Cooling Days in Number of Predicted

Purchased Degree Days Degree Days Month CDM Activity Peak Hours Purchases
38,555,454 711 0.0 31 448,814 320 40,784,879
35,503,923 633 0.0 28 462,220 304 37,580,503
36,616,969 468 0.0 31 475,626 368 39,028,030
31,620,685 243 0.0 30 489,032 320 34,546,941
34,713,300 125 27.5 31 502,438 320 36,035,495
38,175,215 24 51.3 30 515,843 352 37,002,767
43,449,462 5 124.0 31 529,249 336 43,038,073
42,901,115 8 103.4 31 542,655 336 41,220,688
34,876,669 70 13.9 30 556,061 336 33,630,363
33,323,746 247 0.1 31 569,467 320 34,567,447
35,291,992 240 0.0 30 582,873 336 34,175,208
38,566,092 671 0.0 31 596,278 368 40,383,850
40,978,069 795 0.0 31 607,540 336 40,883,936
37,078,054 645 0.0 28 618,802 304 36,486,939
39,328,992 551 0.0 31 630,064 368 38,744,724
34,149,362 325 0.4 30 641,326 320 34,306,558
34,490,038 136 12.5 31 652,588 336 34,102,140
38,127,200 23 40.2 30 663,849 352 34,880,268
46,099,946 0 158.6 31 675,111 320 44 361,295
42,828,385 4 88.8 31 686,373 352 39,210,757
34,076,923 54 24.9 30 697,635 336 33,263,131
32,968,069 235 0.0 31 708,897 320 33,310,181
34,436,562 320 0.0 30 720,159 352 34,405,279
37,539,023 512 0.0 31 731,420 336 36,691,861
695 0 31 720,379 336 38,860,995
626 0 29 709,338 320 36,554,610
531 0 31 698,297 352 37,581,426
308 1 30 687,256 320 33,783,973
157 11 31 676,215 352 34,413,307
27 63 30 665,174 336 36,450,794
4 120 31 654,133 336 41,731,387
7 99 31 643,092 352 40,454 665
51 34 30 632,050 304 33,688,342
241 4 31 621,009 352 35,247,678
363 0 30 609,968 352 35,770,355
588 0 31 598,927 304 37,788,501
695 0 31 607,643 352 40,159,149
626 0 28 616,358 304 36,284,659
531 0 31 625,073 320 37,348,718
308 1 30 633,789 352 35,019,190
157 11 31 642,504 352 34,680,060
27 63 30 651,220 320 36,155,149
4 120 31 659,935 352 42,091,538
7 99 31 668,650 336 39,846,352
51 34 30 677,366 320 33,735,825
241 4 31 686,081 352 34,732,762
363 0 30 694,797 336 34,693,040
588 0 31 703,512 320 37,366,982
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OPERATING REVENUE VARIANCE ANALYSIS
THROUGHPUT REVENUE and OTHER OPERATING REVENUE

VARIANCE ANALYSIS ON THROUGHPUT REVENUE:

A summary of historical and forecast throughput revenues is presented in Table 3A of Schedule
1 of this exhibit.

2009 Board Approved:

Welland Hydro’s Board approved operating revenue in fiscal 2009 was $9,079,009. Throughput
revenue was $8,497,478. or 93.6% of total revenues. Other net operating revenues total
$581,531.

2009 Actual:

Welland Hydro’s actual operating revenue in fiscal 2009 was $8,390,849. Throughput revenue
was $7,643,636 or 91.1% of total revenues. Other net operating revenue total $661,365 while

Non-Distribution revenue totals $85,848.

A comparison of 2009 Board Approved versus 2009 Actual is provided in Table 3C on page 2 of
this schedule. A comparison between the two amounts is composed of two items. The 2009
COS Decision & Order contained a significant increase in distribution rates. As a result, the
difference between the calendar year (Jan-Dec) and the fiscal year for rate making (May-Apr)
would result in 2009 Actual less than 2009 COS. The second is the approved rates were not
implemented until August 1, 2009 with a rate rider for lost revenue from May 1, 2009 to July 31,
2009. The rate rider was in place from August 1, 2009 to April 30, 2010. This would result in
2009 Actual being understated and 2010 Actual being overstated. In addition, volume kWh for
the Residential class in the 2009 COS was significantly overstated and actual kWh for this class
was never achieved. Large Use distribution services monthly exceeded the 2009 COS as the
large use customer removed from rates in 2009 was operational until the end of 2009 at which

time it closed its manufacturing plant permanently.



Welland Hydro-Electric System Corp.
EB-2012-0173

Exhibit 3

Tab 3

Schedule 1

Page 2 of 8

Filed: August 31, 2012

TABLE 3C
WELLAND HYDRO ELECTRIC SYSTEM CORP
2009 COS vs 2009 ACTUAL

2009 2009

cOS Actual Difference Difference

(%) ($) $ %

[Distribution Services Revenue-Monthly
Residential 3,536,324| 3,302,955 -233,369 -6.6%
General Service Less Than 50 kw 505,004 469,359 -35,645 -7.1%
General Service 50 to 4999 kw 628,199 539,996 -88,203 -14.0%
Large Use 153,981 326,776 172,795 112.2%
Unmetered Scattered Load 33,396 32,227 -1,169 -3.5%
Sentinel Lighting 16,612 9,997 -6,615 -39.8%
Street Lighting 109,770 67,834 -41,936 -38.2%
|Tota! Distribution Revenue Monthly 4080 4,083,286| 4,749,144 -234,142 -4.7%
[Distribution Services Revenue-Volumetric
Residential 2,505,137 2,099,525 -405,612 -16.2%
General Service Less Than 50 kw 475,010 433,519 -41,491 -8.7%
General Service 50 to 4999 kw 566,100 421,804 -144,296 -25.5%
Large Use 146,790 152,754 5,964 4.1%
Unmetered Scattered Load 9,890 9,177 -713 -7.2%
Sentinel Lighting 11,404 8,023 -3,381 -29.6%
Street Lighting 77,854 46,873 -30,981 -39.8%
ﬁ'olai Distribution Revenue Volumetric 4080 3,792,185 3,171,675 -620,510 -16.4%
[Transformer Allowance-GS<50kW - - - -
Transformer Allowance-GS 50 to 4999 k\W -159,306 -137,311 21,995 -13.8%
Transformer Allowance-Large Use > 5000kW -118,687 -139,872 -21,185 17.8%
[Total Transformer Allowance 4080 277,093| -277,183 810 -0.3%
[Distribution Revenue Fixed & Variable Rates [ 8,497,478 7.643,636] -853,842]  -10.0%|

2010 Actual:

Welland Hydro's operating revenue in fiscal 2010 was $9,135,985. Throughput revenue totaled
$8.627,342 or 94.4% of total revenues. Other net operating revenue total $412,578 while Non-
Distribution revenue totals $96,065.

A comparison of 2010 Actual to 2009 Actual is included in Table 3D on page 3 of this schedule.
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2009 2010
Actual Actual Difference Difference
(%) (%) $ %
[Distribution Services Revenue-Monthly
Residential 3,302,955| 3,477,674 174,719 5.3%
General Service Less Than 50 kw 469,359 515,981 46,622 9.9%
General Service 50 to 4999 kw 539,996 698,174 158,178 29.3%
Large Use 326,776 183,282 -143,494 -43.9%
Unmetered Scattered Load 32,227 37,329 5,102 15.8%
Sentinel Lighting 9,997 19,735 9,738 97.4%
Street Lighting 67,834 180,943 113,109 166.7%
[Total Distribution Revenue Monthly 4080 4,749,144| 5113,118| 363,974 7.7%
[Distribution Services Revenue-Volumetric
[Residential 2,099,625| 2,361,380 261,855 12.5%
General Service Less Than 50 kw 433,519 490,580 57,061 13.2%
General Service 50 to 4999 kw 421,804 634,369 212,565 50.4%
Large Use 152,754 155,509 2,755 1.8%
Unmetered Scattered Load 9,177 10,562 1,385 15.1%
Sentinel Lighting 8,023 14,535 6,512 81.2%
Street Lighting g6.873 1 26,417 79,544 169.7%
ﬁotal Distribution Revenue Volumetric 4080 3,171,675 3,793,352 621,677 19.6%
[Transformer Allowance-GS<50kW - - - -
Transformer Allowance-GS 50 to 4999 kW -137,311] (159,161) -21,850 15.9%
Transformer Allowance-Large Use > 5000kW -139,872| (119,967) 19,905 -14.2%
Total Transformer Allowance 4080 -277,183 -279,128 (1,945) 0.7%
[Distribution Revenue Fixed & Variable Rates 7,643,630 8,627,342]  983,708] 12.9%]

When comparing 2010 Actual to 2009 Actual there are three main issues. 2010 contains four

months (4/9) of a lost revenue rate rider from the 2009 COS. In addition, 2010 contains a full

year of increased rates where 2009 were implemented August 1, 2009 and contained 5/9 of the

lost revenue from May 1, 2009 to July 31, 2009. The loss of the large user is reflected in the

distribution monthly charge.
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2011 Actual:

Welland Hydro's operating revenue in fiscal 2011 was $9,109,418. Throughput revenue totaled
$8,277,194 or 91.9% of total revenues. Other net operating revenue total $752,375 while Non-

Distribution revenue totals $79,849.
A comparison of 2011 Actual to 2010 Actual is included in Table 3E below.

TABLE 3E
WELLAND HYDRO ELECTRIC SYSTEM CORP
2010 ACTUAL vs 2011 ACTUAL

2010 2011
Actual Actual Difference
($) ($) $

[Distribution Services Revenue-Monthly .
[Residential 3.477.674] 3.400,020]  -77,645
General Service Less Than 50 kw 515,981 499,875 -16,106
General Service 50 to 4999 kw 698,174 690,941 -7,233
Large Use 183,282 153,959 -29,323
Unmetered Scattered Load 37,329 36,090 -1,239
Sentinel Lighting 19,735 19,153 -582
Street Lighting 180,943 199,691 18,748
Total Distribution Revenue Monthly 4080 5,113,118 4,999,738 -113,380
Distribution Services Revenue-Volumetric
[Residential 2,361,380| 2,229,353 -132,027
General Service Less Than 50 kw 490,580 455,542 -35,038
General Service 50 to 4999 kw 634,369 561,728 -72,641
Large Use 155,509 145,833 -9,676
Unmetered Scattered Load 10,562 9,962 -600
Sentinel Lighting 14,535 14,515 -20
Street Lighting 126,417 138,603 12,186
Total Distribution Revenue Volumetric 4080 3,793,352| 3,655,636 -237,816
Transformer Allowance-GS<50kW - (11,559) (11,559
Transformer Allowance-GS 50 to 4999 kW (159,161)] (146,959) 12,202
Transformer Allowance-Large Use > 5000kW (119,967)] (119,562) 405
Total Transformer Allowance 4080 -279,128 278,080 1,048

[Distribution Revenue Fixed & Variable Rates [ 8627,342] 8,277,194] -350,148]
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When comparing 2011 Actual to 2010 Actual there are two major items to consider. The first is
the inclusion of the 2009 COS Lost Revenue Rate Rider in 2010 revenues until April 30, 2010.
This would increase 2010 in comparison to 2011. The second is the fact that the summer of
2011 was unusually cool. In addition, distribution volume revenue is being impacted by the on
going efforts of CDM programs. By not filing for an LRAM in the 2012 IRM Rate Application
Welland Hydro will be ineligible to collect any lost revenues resulting from CDM programs

through December 31, 2010. The new billing system installed in 2011 allowed for the
separation of transformer allowance between the GS<50 and GS>50 customer classes.

There is no LRAM included in this rate application for the impact of CDM on 2011 volumes as
final results are not currently available. Welland Hydro will file an LRAM for this period in the
2014 IRM rate application.

2012 Bridge Year:

Welland Hydro's operating revenue in the 2012 Bridge Year (at current distribution rates) is
forecast to be $9,502,045. Throughput revenue is estimated at $8,937,225 or 94.1% of total
revenues. Other net operating revenue total $541,570 while Non-Distribution revenue totals
$23,250.

A comparison of 2012 Bridge Year to 2011 Actual is included in Table 3F on page 6 of this

schedule.
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2011 2012
Actual Bridge  Difference Difference
(%) (%) $ %

Distribution Services Revenue-Monthly

Residential 3,400,029| 3,986,895 586,866 17.3%
General Service Less Than 50 kw 499,875 584,775 84,900 17.0%
General Service 50 to 4999 kw 690,941 688,486 -2,455 -0.4%
Large Use 153,959 155,834 1,875 1.2%
Unmetered Scattered Load 36,090 36,720 630 1.7%
Sentinel Lighting 19,153 18,184 -969 -5.1%
Street Lighting 199,691 203,310 3,619 1.8%
[Total Distribution Revenue Monthly 4080 4,099,738 5,674,204] 674,466 13.6%
Distribution Services Revenue-Volumetric

Residential 2,229,353| 2,280,787 51,434 2.3%
General Service Less Than 50 kw 455,542 463,292 7,750 1.7%
General Service 50 to 4999 kw 561,728 540,549 -21,179 -3.8%
Large Use 145,833 145,311 -522 -0.4%
Unmetered Scattered Load 9,962 9,908 -54 -0.5%
Sentinel Lighting 14,515 13,615 -900 -6.2%
Street Lighting 138,603 64,957 -73,646 -53.1%
[Total Distribution Revenue Volumetric 4080 3,655,536| 3,518,419 37117 1.0%
Transformer Allowance-GS<50kW (11,559) (11,559) - 11,559
Transformer Allowance-GS 50 to 4999 kW (146,959)| (125,617) 21,342 -14.5%
Transformer Allowance-Large Use > 5000kW (119,562)| (118,222) 1,340 -1.1%
[Total Transformer Allowance 4080 -278,080 -255,398 22,682 -8.2%
[Distribution Revenue Fixed & Variable Rates 8,277,194| 8,937,225  660,031| 8.0%|

There are three areas which require analysis in comparison between 2011 Actual and 2012

Bridge Year. The first is the implementation of the 2012 Smart Meter Rate Application. For

comparison purposes the 2012 Smart Meter Revenue Requirement Rate rider was assumed to

be effective January 1, 2012. The Smart Meter Funding Adder Revenue (Jan — Apr) and the

Smart Meter Disposition Rate Rider Revenue (May-Dec) are not included in distribution

revenues. The result will also provide a more realistic revenue deficiency calculation. As a

result, the distribution monthly service charges for both the Residential and GS<50 customer

classes have increased significantly.
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The second area of adjustment is in the distribution volume and transformer allowance for the
loss of a large industrial customer in the GS>50 class. The impact on distribution monthly

charges is minimal and the reduction to the distribution volume and distribution transformer

allowance are offsetting.

The third area is for Street Lights distribution volume revenue. The City of Welland has initiated
a conversion of its existing street lights to LED. Phase 1 of the plan (which is well underway
and will be completed by October, 2012) is to replace Cobra Head fixtures. For the purposes of

this application, the conversion was assumed to have taken place January 1, 2012.
2013 Test Year:

Welland Hydro's operating revenue in the 2013 Test Year (at current distribution rates) is
forecast to be $9,508,128. Throughput revenue is estimated at $8,970,789 or 94.3% of total
revenues. Other net operating revenue total $501,089 while Non-Distribution revenue totals
$36,250.

A comparison of 2013 Test Year to 2012 Bridge Year is included in Table 3G on page 8 of this

schedule.
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2012 2013
Bridge Test Difference Difference
% $) $ %
Distribution Services ﬁevenue-Monthly
Residential 3,986,895| 4,057,795 70,900 1.8%
General Service Less Than 50 kw 584,775 585,120 345 0.1%
General Service 50 to 4999 kw 688,486 688,486 0 0.0%
Large Use 155,834 155,834 0 0.0%
Unmetered Scattered Load 36,720 36,558 -162 -0.4%
Sentinel Lighting 18,184 18,184 0 0.0%
Street Lighting 203,310 203,310 0 0.0%
[Total Distribution Revenue Monthly 4080 5,674,204 5,745,287 71,083 1.3%
[Distribution Services Revenue-Volumetric
Residential 2,280,787 2,270,039 -10,748 -0.5%
General Service Less Than 50 kw 463,292 461,007 -2,285 -0.5%
General Service 50 to 4999 kw 540,549 544,713 4,164 0.8%
Large Use 145,311 144,265 -1,046 -0.7%
Unmetered Scattered Load 9,908 9,823 -85 -0.9%
Sentinel Lighting 13,615 13,615 0 0.0%
Street Lighting 64,957 37,553 -27,404 -42.2%
[Total Distribution Revenue Volumetric 4080 3,618,419 3,481,015 -37,404 1.1%
Transformer Allowance-GS<50kW (11,559) (11,559) - 11,559
Transformer Allowance-GS 50 to 4999 kW (125,617) (126,584) -967 0.8%
Transformer Allowance-Large Use > 5000kW (118,222) (117,370) 852 -0.7%
[Total Transformer Allowance 4080 -255,398|  -255,513 (115) 0.0%
[Distribution Revenue Fixed & Variable Rates 8,937,225 8,970,789| 33,564| 0.4%|

Distribution monthly revenue for the Residential class is based on growth in the number of

customers. Distribution volume revenue continues to be affected by the implementation of CDM

programs.

Phase 2 of the street light conversion to LED involves the replacement of Pole Top Decorative

fixtures. For the purposes of this rate application, the conversion was assumed to have taken

place January 1, 2013.
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TRANSFORMER ALLOWANCE

Welland Hydro currently provides a Transformer Ownership Allowance Credit of ($0.70)/kW to
those customers that own their own transformer facilities. Welland Hydro is proposing to
maintain this rate for the 2013 Test Year for eligible customers.
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The Board has provided Appendix 2-F in Filing Requirements Chapter 2 Appendices Module

which is presented below:

Appendix 2-F
Other Operating Revenue

[USoA # USoA Description 2000 Actual | 2010 Actual | 2011 Actual” | Bridge Year | Bridge Year Test Year

2012 2012 2013

Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
4235 Specific Service Charges $ 156,418 | § 149379 | § 157,412 | $ 149,069 | § 149,069 | § 150,385
4225 |Late Payment Charges § 71,531 | § 3072 8 143,600 | $ 68,785 | $ 68,765 | $ 70,849
Specific Service Charges $ 156,418 | § 149,379 | § 157,412 | § 149,069 | $ 149,069 150,385
Late Payment Charges $ 71,531 | § 3,072 $ 143,690 [ § 68785 | § 68,785 70,849
Other Operating Revenues $ 325438 | § 149,543 | § 241,857 | § 234,491 | § 234491| § 236,908
Other Income or Deductions $ 103,826 | § 206649 | 289.265 | & 112,475 | § 112475 | $ 78,197
[Total Other Operating Revenue $ 747,213 | § 508,643 | $ 832,224 | $ 564,820 564,820 | $ 537,339
Less 4375 Non Distribution Revenue $ 85,846 | $ 96,065 | $ 79.849 | § 23,250 | § 23,250 | & 36,250 |
Other Operating Revenues-Distribution | § 661,365 | § 412,578 | § 752,375 | § 541,570 | $ 541,570 | § 501,089

Specific Service Charge totaled $149,455 in the 2009 COS. Actual Specific Service Charges
from 2009 to 2011 and forecasts for the 2012 Bridge Year and the 2013 Test Year are in line
with amounts from the 2009 COS.

Late Payment Charges totaled $66,000 in the 2009 COS. Actual in 2009 was in line with the
2009 COS. 2010 and 2011 Actual were impacted by an accounting entry made in 2010 related

to settlement of the Late Payment litigation. In 2010, Welland Hydro set up a liability of

$74,905 for its share of the settlement and offset this amount to Late Payment revenues in 2010

resulting in reduced revenue. Upon approval of the Late Payment Rate Rider in 2011, Welland

Hydro reversed the entry resulting in increased Late Payment Revenue in 2011. The average for

2010 to 2011 is in line with the 2009 COS. Forecast for the 2012 Bridge Year and the 2013 Test

Year are also in line with the 2009 COS amount.

Other Operating Revenues consists of various accounts which will be analyzed separately in the

following section.
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2009 Actual | 2010 Actual | 2011 Actual | Bridge Year | Bridge Year Test Year
2012 2012 2013
|Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
|SSA Administration 3 74,544 |-5 4291218 59,382 | § 60,501 | § 60,501 | § 61,575
[Microfits ] - - - 5 696 | $ 696 | § 1,392
Retail Service Revenue 39,496 | $ 36,881 30,135 | § 20,525 | $ 20,525 | § 20,515
Total $ 114,040 |-$ 6,031] % 89,517 | 8 81,722 | $ 81,722 | $ 83,482
Account 4084 - Service Trans Revenue
2009 Actual 2010 Actual | 2011 Actual® | Bridge Year | Bridge Year Test Year
2012 2012 2013
|Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Service Trans Revenue 3 748 | § 13031 3% 789 | § 789 | 8 789 |8 789
ﬁotal $ 748 ] § 1,303 1§ 789 | $ 789 | § 789 | % 789
Account 4210 - Rent from Electrical Property _
2009 Actual 2010 Actual 2011 Actual® Bridge Year Bridge Year Test Year
2012 2012 2013
Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Fole b 188,876 | § 132,640 | § 130,085 | § 130,085 | $ 130,085 | $ 130,085
Service Centre 3 20,7741 8 2163118 21,466 | § 21,895 | § 21,895 | 22 552
Total $ 210,650 $ 154,271 | $ 151,661 | § 151,980 | $ 151,980 | $ 152,637

Account 4080 Monthly Service Charges (SSA) totaled $72,816 in the 2009 COS. 2009 Actual is

in line with this amount. However, in 2010 Welland Hydro was made aware that the monthly

SSA charge of $.25/month should have been based per invoice as opposed to per connection. As
a result, Welland Hydro began charging SSA based on this method in 2010. Welland Hydro also
made an adjustment to street light SSA charges from 2005 to 2009 of $119,238. This resulted in

negative revenue in 2010. 2011 Actual, 2012 Bridge Year and 2013 Test Year are all impacted

by the change in methodology in 2010 and are below 2009 COS levels.

Account 4080 Retail Service Revenue totaled $35,174 in the 2009 COS. This revenue has been

in decline since the 2009 COS as a result of customers opting out of retail contracts when their

contracts expire.

Account 4084 Service Transaction Revenue totaled $2,040 in the 2009 COS. This revenue has

been below 2009 COS service levels in every year.
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Account 4210 Rent from Electrical Property totaled $149,031 in the 2009 COS. The only year
which requires explaining is 2009 Actual. Previous to 2009 Welland Hydro offset Pole Rental
charges to Bell against Pole Rental charge from Bell. The charge from Bell was marginally
greater than the charge to Bell. In 2009 the policy was changed to record pole rental charge from
Bell as an expense and the pole rental charge to Bell as revenue (no offsetting of charges).

In addition, invoicing was three years behind schedule in 2009. Invoicing was brought current in
2009 which resulted in four years of expense ($79,321) as opposed to one year and four years of
revenue ($78,314) as opposed to one year. Revenues from 2010 to 2013 are in line with the

2009 COS.

Other Income or Deductions
Other Income or Deductions

Account 4355 - Gain on Disposition of Properly
2009 Actual 2010 Actual 2011 Actual* Bridge Year Bridge Year Test Year

L_“ 2012 2012 2013
Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Gain on Disposition of Utility Property -$ 69|9$ 28491 % 14.409 | $ - $ = $ <
Total -$ 69| % 2,8491 % 14,400 | $ - $ = $ 2

Account 4362 - Asset Retirement MIFRS

2009 Actual | 2010 Actual | 2011 Actual | Bridge Year | Bridge Year | Test Year

_ 2012 2012 2013
Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Asset Retirment MIFRS $ - 3 - 3 - $ - $ - 1I-8 16,932
Total B - | s B B - I3 = |'s - |$ 18,932

Account 4375 - Revenues from Non-Utility Operations
2009 Actual 2010 Actual | 2011 Actual® | Bridge Year | Bridge Year Test Year

2012 2012 2013
Reporting Basis CGAAP CGAAP CGAAP Schedule:
Mark Up OPA Programs $ 82,154 | § 90,530 | $ 45537 | § - $ - $ -
Solar Revenue $ - $ - $ - $ 23,250 | § 23,250 | $ 36,250
Revenue Final Variance Accounts $ - $ - b 28,822 | $ - $ - $ -
Miscellaneous Non Operating $ 3,694 |8 5535] % 5490 (§ - $ - $
?otal $ 85,848 | $ 96,065 | $ 79,849 | § 23,250 | § 23,250 | $ 36,250

Account 4390 - Miscellaneous Non Operating income
2009 Actual 2010 Actual 2011 Actual* Bridge Year Bridge Year Test Year

2012 2012 2013
'R_eporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
|Scrap Metal Sales $ 8,920 | § 182211 $ 9,812 ($ 9812 | § 98128 10,106
IMisc Service-Other Revenue $ 18,888 | $ 7077 | % 8,023 | $ 8,023 | § 8,023| % 8,023
PILS 1562 Adjustment § - $ - $ 28,779 | § - $ - $ -

Total $ 27,808 | $ 25298 | $ 46,614 | $ 17,835 | $ 17,835 | § 18,129
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Account 4405 - Interest and Dividend Income

2009 Actual 2010 Actual 2011 Actual* | Bridge Year Bridge Year Test Year
2012 2012 2013
Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Bank Deposit & Miscellaneous $ 59,852 | § 58,093 | § 97,396 | § 62,500 | § 62,500 | $ 43,750
RSVA & Other Variance Accounts $ 20,387 | & 24,3441 8 50,997 | § 8890 | § 8890 | § =]
Total $ 80,239 | § 82,437 | $ 148,393 | § 71,390 | § 71,390 | § 43,750

Account 4355 Gain on Disposition of Property was Nil in the 2009 COS. For the most part this
account deals with transformers that have been scrapped for the value of the metals. This can be
revenue or expense depending on whether or not the transformers are fully depreciated.

However, in 2011 there were gains from the sale of property as follows:

Back Up Generator $3,700
1984 GMC Pick Up Truck $2.400
1990 International Truck $5,010

No amounts have been included for this account in the 2012 Bridge or 2013 Test Year.

Account 4362 Asset Retirement MIFRS is a new account set up to record the loss on the early
retirement in MIFRS due to elimination of the pooling of assets method. The estimate of
($18,932) is based on a road expansion project in 2012. This amount represents the typical

annual loss Welland Hydro will have as a result of conversion to MIFRS.

Account 4375 Revenues from Non-Utility Operations are excluded from revenues for rate
making purposes. The first source of revenue in this account is mark up on OPA programs.
Welland Hydro booked revenue on these programs one year behind. With programs starting in
2011 there is no mark up, only the potential to generate revenue through meeting reduction
targets for both kWh and kW starting in 2015. The second source is LDC owned solar micro fit
projects which were installed in late 2011 and early 2012. The capital investment dollars for
these projects were funded by Welland Hydro-Holding Corp. Revenue from Final Variance
Account true ups is related to Welland Hydro’s accounting for disposing of RSVA Variances
deemed final by the Board. Rather than remove these on a 1/12 basis Welland Hydro tracks

actual and removes the final balance at the end of the disposition period to account 4375.
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Welland Hydro prefers to know the impact on net income of the disposition of variances. The
final variances disposed of in the 2009 COS were to the benefit of customers. Actual volumes
were less than forecast over the two year period resulting in a favorable adjustment of the 2009
RSVA 1595 account in 2011. The Miscellaneous Non Operating Revenue from 2009 to 2011

was from the sale of a joint venture business to a third party. The sale was finalized in 2011.

Account 4390 Miscellaneous Non Operating Income totaled $19,020 in the 2009 COS. This
account consists of scrap metal sales and other miscellaneous revenue. Actual for 2009 to 2011
were in line with the amount in the 2009 COS with the exception of the 2011 Actual. Welland
Hydro was given approval to dispose of balances in account 1562 in the 2012 IRM Rate
Application. Welland Hydro made an accounting entry to set up account 1563 in 2011 with the
offsetting entry to income. Revenues in the 2012 Bridge Year and 2013 Test Year are in line

with the 2009 COS.

Account 4405 Interest and Dividend Income totaled $87,995 in the 2009 COS. Reductions in
bank balances (capital spending in excess of depreciation) and interest rate reductions have
impacted Welland Hydro’s interest income since the 2009 COS. The forecast for the 2013 Test
Year is based on an average cash balance of $3.5 million in 2013 at an interest rate of 1.25%.
Welland Hydro believes that under MIFRS it is not appropriate to forecast interest income based
on the 2013 average cash balance alone. Cash balances (and eventually long term debt) will be
impacted by the difference between capital spending (only reduced by $267,000/year by MIFRS)
and depreciation which has been reduced by over $800,000/year under MIFRS. This will impact
cash balances significantly in years 2014, 2015, and 2016. Welland Hydro believes that the
calculation of interest income should factor in reductions in cash balances in each of the three

years following the 2013 Test Year.
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Overview
Manger’s Summary

The operating costs presented in this Exhibit represent the annual expenditures required to
sustain Welland Hydro’s distribution operations. Welland Hydro follows the OEB’s Accounting
Procedures Handbook (the “APH”) in distinguishing work performed between operations and

maintenance.

Welland Hydro is requesting total OM&A costs of $6,660,567 for the 2013 Test Year for rate
making purposes. This represents a 38.16% increase over 2009 Actual and a 35.5% increase
over 2009 COS. Since the 2009 COS Rate Application there are three significant events which
have impacted Welland Hydro’s OM&A costs. The first is Smart Meters and their associated
maintenance costs and the impact on the operation of the Meter Department. The second is the
implementation of TOU monthly billings and its impacts on manpower and CIS/Financial
software system costs. The third is the introduction of MIFRS and the corresponding increase in
OM&A costs. Welland Hydro will attempt to separate the impact of these events when making
comparisons to 2009 Actual and 2009 COS OM&A costs.

Manpower levels approved in the 2009 COS Application were 41 Full Time Equivalent (“FTE”)
employees. In Welland Hydro’s 2012 Smart Meter Rate Application EB-2011-0415 one
additional FTE was added to the billing department as a result of the switch to monthly TOU
Billing bringing FTE’s to a total of 42. Since the 2009 COS Application Welland Hydro has had
two senior management staff, two customer service representatives, and one clerical engineering
person retire which is over 12% of Welland Hydro’s total work force. In addition, one
apprentice linesperson left three years into a four year apprenticeship program and has since been
replaced by a first year apprentice. The 2013 COS Application includes the addition of one
additional FTE in the form of an apprentice lineperson. Welland Hydro has two Line Foremen
and additional linepersons eligible to retire in the next two to four years and it is imperative that
a program be in place to replace retirees with qualified personnel. As a result, the total number

of FTE’s requested in this application is 43.
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Within payroll costs there are three components which drive increases to OM&A expenses. The
first is the dramatic increase in OMERS Pension Costs since the 2009 COS application. The
second is the increase in Employee Retiree Benefit costs as a result of five new retirees covered
by benefit cost until they reach the age of 65. The third is contractual union (3.25%) and
management wage increases of 2.75% along with changes in job classification increases. The
introduction of IFRS will also require an upgrade of skill sets within the accounting department.
The retirement of the accounting assistant in 2013 will be upgraded to deal with the introduction
of IFRS and the corresponding workload related to fixed assets. The Administrative Assistant to
the President is also retiring at the end of 2012. Both positions will require a transition petiod
for training purposes. The overlapping of employee transition costs have not been included in

this application, only the resulting base increase to an upgraded accounting position.

Inflation for non labor costs are assumed to be 2% with the exception of computer software
maintenance costs (5%) and utilities such as hydro, gas, and water which are also forecast to

increase by 5%.

The variance used to determine the OM&A accounts requiring analysis is $50,000 as shown in

Exhibit 1, Tab 4, Schedule 1.
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Summary of Cost Driver’s

Chapter 2 of the Filing Requirement Appendices model provides various schedules to aid
in the analysis of OM&A changes from year to year. They are presented in pages 2 to 7 of
this schedule.

The OM&A Cost Driver Table is found on page 2 of this schedule. This table attempts to
capture the main components of the 35.5% increase from the $4,913,837 amount in the

2009 COS to a total of $6,636,967 in the 2013 Test Year.

Rather than focus on the year over year changes, Welland Hydro has added a column to
total the changes from the 2009 COS to the 2013 Test Year and will discuss each major

item below.
Smart Meter OM&A Expenses

During its 2012 Smart Meter Rate Application EB-2011-0415 Welland Hydro took a
conservative approach to estimating its 2012 Smart Meter OM&A costs until they were
fully known. Details of Smart Meter OM&A expenses can be found on page 8 of this

schedule.

Smart Meter OM&A costs and related savings have increased from $176,775 included in
the 2012 Smart Meter Application to $360,237. This amount is represented by the

following amounts in the Cost Driver Table:

Smart Meters - Add Salaried Wages $ 77,711
Smart Meters - Add Salaried Benefits $ 22,146
Smart Meter Expenses $344,419
Meter Reading Costs ($84.039)

$360,237
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Flle Number: EB-2012-0173
Exhlblt: 4
Tab: 1
Schedule: 2
Page: o
Date: Aug 31, 2012
Appendix 2-G
Detailed, Account by Account, OM&A Expense Table
{excluding Depreciation and Amortization)
Last
Rebasing . | Bridge Year Bridge Year Test Year
Year (2009 2010 Actual | 2011 Actual 2012° 2012° 2013
Account Description — —
Raporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
= =
5005 Operation Supervision and Enginearing 104,436 136,631 114,232 132,803 | § 127,299 145,436
5010 Load Dispatching 123,056 128,513 115,993 132,133 | § 127,528 144,184
5012 Slalion Buildings and Fixtures Expenss 16,520 8,566 22,509 23233 | $ 23.233 23,698
5014 Transformer Statiun Equipment - Operation Labour
5015 Transformer Stalion Equipment - Operation Supplies and Expenses
5016 Distribution Station Equipmant - Operation Labour 3 6,008 A2 16,029 18,521 17,804 20,413
5017 Distributinn Station Equipment - Operation Supplies and Expensas $ 111,782 112,074 112,811 119,031 117,183 119.6¢8
5020 Overhead Distribution Lines and Feeders - Operation Labour ] B1,357 92.00 91,382 106.664 101,575 116,459
5025 Overhead Dislribution Lines and Feeders - Operation Supplies and Expenses 5 55.703 27 244 45,170 48,622 47,460 48,572
5030 Overhead Sub-transmission Fesders - DOperation B 54,233 59,547 61,803 81.936 74,131 83,833
5035 Overhead Distribution Transformers - Operation 5 195 | § 1,428 - 4.750 4,750 4.845
5040 _Underground Distribution Lines and Feeders - Operation Labour 137,920 179,186 128,887 187,197 177,967 184,011
5045 Underground Distritiution Lines and Feeders - Op 1 Supplies and Expenses 21,126 ADB 5291 12,915 9,386 9.879
5050 Underground Sub-ransmission Faaders - Operation 38,287 42,351 39,349 51,349 | § 46,777 52,984
50565 Underground Distribution Transformers - Operation 1,284 04 2.720 3519 | § 3,166 3,240
5080 Street Lighling and Signal Systemn Expense
5065 Meter Expanse $ 328138 |5 325424 |5 244451 |% 296,406 | § 278012 | § 311606
5070 Customer Premises - Operation Labour
5075 Customer Premises - Oparation Materials and Expenses 5 1,100 | § 1422 | § 1,122 |8 1.145
5085 Miscellaneous Distribution Expenses 3 154,186 | $ 130316 [ 8 133946 | § 189,337 | § 185055 | § 202 100
5080 Underground Distriiution Linas and Feeders - Rental Paid
5095 Overhead Distribution Lines and Feeders - Rental Paid $ 83652 | § 25470 | § 25470 | 8 25581 | § 25581 | § 26,093
5096 Other Rent mi L
Total - Operations $ 1317883 |§ 1297663 |8 1161143 |§ 1,434,119 | § 1,368,019 | § 1,508,194
Last
Rebasing .| Bridge Year Bridge Year Test Year
Year (2009 2010 Actual | 2011 Actual 2012° 2012* 2013
Account _Description —Actuals)
|Maintenance
5105 Maintenance Supervislon and Engineenng $ 68,494 | § 74720 | § 73241 |8 95,668 | 87148 | § 98255
5110 Mainienance of Bulldings and Fixtures - Disiribution Stations $ 23412 | § 16,260 | $ 34626 | § 36,596 | $ 36064 | $ 37.274
5112 Maintenance of Transformer Statlon Equipment
14 Maintenance of Dislribution Station Equipment $ 13,000 31,245 45466 | $ 62.939 55,424 59.644
20 Maintenance of Poles, Towars and Fixlures 3 133,868 103,120 127,686 | 5 73,680 154,531 209,585
25 Maintenance of Overhead Conductors and Devices § 275994 207,830 261,068 | $ 91,699 335,987 374665
30 Maintenance of Ovarhead Services § 2206801 203,536 209843 | § 18,284 271,274 299,490
35 Overhead Distribution Lines and Feeders - Right of Way 115,523 101,407 199,793 | § 46,001 140,547 184,638 |
145 Maintenance of Underground Conduit 4,363 |-§ 560 |- 7088 | § - - -
5150 Maintenance of Underground Conductors and Devices 124,719 3 515 135,874 201,804 173,674 181,749 |
5155 Maintenance of Underground Services 84,208 892 91.273 125,097 110,923 120,817
5160 Maintenance of Line Transformers 3 122,552 51,308 57,529 90,138 75,594 92,022
5165 Maintenance of Strest Lighting and Signal Systems $ 1.378 - - $ - - -
5170 Sentinel Lights - Labaur
72 Sentinel Lights - Materials and Expensas
5175 Maintenancs of Maters $ 3.206 | § 314218 3028 | § 28168 | § 28,168 | § 88,643
5178 Customer Installations Expenses - Leased Proparty
5195 Maintenance of Other Installalions on Customer Premises $ 554 | § - $ - $ -
Total - Mal $ 1191970 |8 932588 |5 1,232,249 | § 1,669,875 | § 1,469,334 | § 1,756 582
Last
Rebasling 2 Bridge Year Bridge Year Test Year
Year (2008 2010 Actual | 2011 Actual 2012° 2012° 2013
Account  Description Actuals)
Billing and Collecting
5305 Suparvision
5310 Meter Reading Expense 114896 | § 113,514 81,501 30,479 0479 | § 31,725
5315 Cuslomer Bifling 374,838 | 5 417,828 608728 | § 862,496 862,496 | & 908,187
6320 Collacting 317,569 | § 327,780 328891 | $ 332,975 332975 | § 364,083
5325 Collacting - Cash Gver and Short 168 | & 77 462 | § - .
5330 Collection Charges
5335 Bad Debt Expense 66,509 | § 87,088 96.439 98,368 98,368 | 100,335
5340 Miscallaneous Customer Accounts Expenses 25468 | § 23,056 28.@_3_4 20,374 29374 | 5 30,935
Total - Billing and Collecting 899,448 | 5 969,343 1,144,021 1,353,692 1,353,692 | $ 1,423,275
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Appendix 2-G
Detailed, Account by Account, OM&A Expense Table
(excluding Depreciation and Amortization)
Last
Rebasing . | Bridge Year Bridge Year Test Year
Year (2009 2010 Actual | 2011 Actual 2012° 20122 2013
Account Description Actuals)
Community Relations
5405 Supervision b 35,455 42011 |8 38.716 39,223 _ 39,223 42.200
5410 Communily Relations - Sundry 3,118 2.908 2,938 2.949 2949 3,008
5415 Energy Consarvation 38,051 57,991 69,157 69,707 | § 68,707 71,375
5420 Community Safely Program 4,873 4.873 4,489 4579 | § 4,578 4.671
5425 Miscellaneous Customear Service and Informational Expenses . - .
5505 Supervision
5510 Demeonstrating and Sslling Expense
5515 Advertising Expenses 3 2068 |9 10987 | § 6.608 | 12,740 | § 12740 | § 12995
5520 Miscellangous Sales Expense B
[Total - Community Relatl H B4366 | § 118770 | 121,908 | § 129,198 | § 129,198 | § 134,248
Last
Rebasing , Bridge Year Bridge Year Test Year
Year (2009 2010 Actual | 2011 Actual 2012° 2012 2013
Account Description Actuals)
Adminigtrative and General Expenses
5505 Executive Salaries and Expensas 346,609 356,939 371,981 385,270 385,270 394,565
5610 Managameant Salaries and Expenses 437,113 481.385 489,774 514,036 514,036 556,670
5615 General Adminjstrafive Salaries and Expenses 256,814 290,299 336,905 374,284 374,284 386614
6620 Office Supplies and Expenses
5626 Administralive Expanse Transferred - Credit -§ 168344 |-§ 146,212 |-$ 10,691 |-$ 8.596 [-§ 8,596 |-§ 8,930
5630 Outside Services Employed $ 144668 (% 168531 |$% 130437 |8 140770 | $ 140,770 | § 144,719
5638 Property insurance
5840 Injuries and Damages
5645 OMERS Paensions and Benafils $ 78207 | § 78422 | § 132940 | § 117,484 | $ 117484 | § 120243
5646 Employee Pensions and OPEB
5647 Employea Sick Leave.
5660 Franchise Requirements
5655 Regulatory Exp [ B7.520 | § 51642 [ § 58,621 | § 100,000 | § 100000 [§ 91,184
660 General Advertising Expenses
665 Miscellanaous Gengral Expensses $ 06028 |8 1240942 (% 99,042 | § 107,243 | § 107343 | $ 109,823
3670 Renl
BB72 Lease Payment Charge
5675 Maintenance of Genaral Plant
5680 Electrical Safety Authority Fees $ 807119 90148 9,400 [ § 9597 1§ 9587 | $ 9.789
5681 Special Purpose Charga Expanse
5685 Independanl Eleciricity System Operator Fees and Penallies
5695 OM&A Contra Account
6205 Donatians 27.871 29.020 52.845 23,600 23600 | § 23600
6205 Donations, Sub-acoount LEAP Funding - - - 11,000 11000 [8 11,000
Tolal - Administrative and General Expenses 1,327,359 1,443,882 1,671,263 1,774,788 1,774,788 | $ 1,838,267
Total OME&A 4,821,026 4,762,346 | § 5330584 | § 6.361,672 | § 6,085,031 | § 6,660,567
ﬂ[uutmenta for non-recoverable ltems
5681 Special Purpose Charge Expense
6205 Donations’ 3 27671 % 29,020 | § 52845 | § 23600 | § 23600 | § 23,600
G215 Penalliss ] 20| 8 - $ - $ - $ - b -
Total Recoverable OM&A § 4,703,935 | 5 4,733,026 | §_5277.739 |5 6,338,072 | 5__ 6,071,431 | 5,686,967 |
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File Number: EB-2012-0173
Exhibit: 4
Tab: 1
Schedule: 2
Page: 7
Date: Aug 31, 2012
Appendix 2-L
Recoverable OM&A Cost per Customer and per FTEE
Last Rebasing i
Last Rebasing .
Year (2009 | T\ o 2009 | 2010 Actuals | 2011 Actuats | 2012 Bridge | 2013 Test
Board- Year Year
Actuals)
Approved)

Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS _ MIFRS

Number of Customers 22,637 22,053 22,205 22,466 22,740 23,098

Total Recoverable OM&A

from Appendix 2-1 $ 4913837 |$% 4,793555|$ 4,733,326 |$ 5277739 |$ 6,071,431 | $ 6,636,967

OMG&A cost per customer $ 217.07 | $ 21737 | $ 213.16 | $ 23492 | § 266.99 | $ 287.34

Number of FTEEs 42 4.5 41.7 40.9 42 44

Customers/FTEEs 538.98 531.40 532.49 549.29 541.43 524.95

OM&A Cost per FTEE 116,996.12 115,507.35 113,509.02 129,040.07 144,557.88 150,840.16

Number of Customers is based on Customers/Connects with the exception of Streetlights which has been counted as 1.




Smart Meter Costs

Description

AS2 Hosting
Metersense ODS
Metersense Support
Sync Operator

Senior Analyst

McCare Service Order
TGB Maintenance

Metro TGB Maintenance
Meter Monitoring

Meter Sampling Process
Security Audits

MDMR Maintenance
Web Presentment
Customer Education

Subcontract Locates

Additional Billing Person 75%

Reduction Meter Reading
Invoice/Envelopes/Toner
Hand Delivered Bills

Mail Delivered Bills
Incremental

Total Smart Meter

Summary by OEB Account

2012
Approved
Amount

2130
341562
0
34028
15120
11984
25080
0

0

0

0
1500
9820
6000

139814

0
60921
-84039
8879
17438
33762

36961

176775

0
25080
-84039
229734
6000

0

176775

OEB
Account

531522
531522
5315622
531522
531522
531522
517500
517500
517500
517580
561513
531522
531622
551500

531501
531080
531568
531500
531575

5040
5175
5310
5315
5515
5615

100%

File Number: EB-2012-0173

Exhibit: 4
Tab: 1
Schedule: 2
Page: 8
Date: Aug 31, 2012
2011 2012 2013
Actual Bridge Test OEB
Amount Amount Amount Account
2130 2194 5315622
30492 32322 531522
1200 1260 531522
33800 34814 531522
15372 15679 5315622
11988 12583 531522
24204 24930 517500
22495 517500
28068 517500
10000 517580
9281 9281 9486 561513
1500 1575 531522
9840 10332 531522
6000 6000 551500
9281 145807 211738
36784 70000 71400 504000
0 87956 99857 531501
-36459 -84039 -84039 531080
8879 8879 9057 531568
17438 17438 17787 531500
33762 33762 34437 531575
60404 133996 148499
69685 279803 360237
36784 70000 71400 5040
0 24204 85493 5175
-36459 -84039 -84039 5310
60079 254357 271897 5315
0 6000 6000 5515
9281 9281 9486 5615
69685 279803 360237
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The major increases in the Smart Meter OM&A include costs related to the addition of a
second TGB Metro ($22,495/yr). The second smaller TGB was required to bring the smart
meter readings sent to the AMI up to an acceptable level to bill all Residential and GS<50
customers. In addition, as a result of the AMI vendor meeting acceptable levels of smart
meter reads, the costs for maintenance of the AMI started in 2012 at a cost of $28,068/yr.
Security audits not included in the Smart Meter Rate Application were started in 2011 and
are expected to cost $9,486/yr. In 2011, Welland Hydro began outsourcing locates from its
Meter Department to focus on the balance of Smart Meter installations and managing the
network including trouble shooting smart meters no longer communicating with the AMIL
Welland Hydro did not include this as part of the Smart Meter Rate Application. The work
involved in maintaining smart meters by Meter Department staff will only increase in 2013
as a Meter Sampling Program is scheduled to start. As a result, the decision to outsource
locates was made permanent in 2012 as Welland Hydro does not have the necessary staff
trained to do locates which would only involve the training of a new hire. Outsourcing is
less costly than a new hire and also removes the liability connected with performing locates
in house. The last remaining increase is related to charging 100% of the additional billing

person to smart meters as opposed to 75% contained in the Smart Meter Rate Application.

When it prepared the Smart Meter Rate Application, Welland Hydro was conservative in its
estimates of the OM&A costs in anticipation of reduced depreciation expense under IFRS
in this rate application. Board Staff stated in their submission “Board staff in fact wishes
to point out that Welland’s smart meter costs are, if anything, understated”. VECC stated
in their submission “VECC agrees with Board Staff that Welland’s smart meter costs are, if
anything, understated”. In its Decision and Order in this application the Board stated “The
Board finds that Welland Hydro has provided adequate documentation of its smart meter
costs, and recognizes that the utility has excluded some costs, primarily related to the CIS

billing and system replacement”.

Welland Hydro believes that after six months of known costs in 2012, the Smart Meter

related expenses included in the 2013 Test Year are accurate. Welland Hydro is aware that
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there are no true ups for Smart Meter OM&A costs it will incur above approved levels

through April, 2013.
New CIS/Financial System Costs

In the Smart Meter Application Welland Hydro noted that a new CIS System was required
in order to produce TOU bills as the changes to the existing system were extensive and too
complex for Welland Hydro’s previous system provider. The previous billing system was
also unique to Welland Hydro and constant modifications would be cost prohibitive.
Welland Hydro did not include either capital or maintenance costs for the new billing
system in the Smart Meter Rate Application. Again, this was a decision of Welland
Hydro’s management. In its Decision & Order the Board agreed with Welland Hydro’s
statement in its submission that the appropriate place to evaluate the new system
cost/benefits is in its 2013 Cost of Service Rate Application as a separate increase to
OM&A when comparing to 2009 Approved OM&A costs. Welland Hydro replaced the
financial reporting package shortly after the installation of the new CIS. The new financial
reporting package has a fixed asset module which will be used for IFRS. The Cost Driver
Table identifies an increase in CIS/Financial Expenses relating to the new systems as

$215,921 when compared to software maintenance costs in the 2009 COS application.

MIFRS Increases from Changes to Overhead Capitalization

The Cost Driver Table identifies 4 items related to OM&A costs when comparing 2013
Test Year to 2009 COS. They include:

Admin/IT Overheads $ 28,796
Indirect Wages $158,151
Indirect Expenses $108,490
Safety Removal from Burdens $ 4911

$300,348
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As previously mentioned Welland Hydro did not include Admin/IT Overheads or Safety
related cost previously capitalized as part of payroll burden in account 1575. The
remaining two amounts for Indirect Wages and Benefits total $266,641. These costs were

detailed in Exhibit 2, Tab 3, Schedule 5, Page 4 as part of the Capitalization Policy section.

Costs for Smart Meter Expenses of $360,237, New CIS/Financial System $215,921, and
MIFRS $300,348 account for a total of $875,506 of the $1,723,130 increase in OM&A
from the 2009 COS application to the 2013 Test Year. The balance of $847,624 represents
a 17.3% increase over four years (4.3%/yr) compared to the 2009 COS.

During the period between 2009 and 2011 Welland Hydro had periods where employees
had retired and there were gaps in replacements and in some cases overlapping for training.
These adjustments to the original FTE’s in 2009 net out in 2013 when Welland Hydro
returns to the original 41 FTE’s in the 2009 COS application.

The major items representing the balance of the $847,624 increase in OM&A can be seen

in the Cost Driver Table and will be discussed below.
Payroll - $694,449

Upgrade to Accounting Position Base (IFRS) $ 30,000

New Apprentice Lineperson Base/Benefits $ 75,014
Management Overtime | $ 43,204
Union Overtime $ 19,302
Wages Inflation/Job Class Progression $355,568
Benefits Inflation $171.361

$694,449
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The need for an upgrade to the accounting position (as opposed to new hire) and the new
apprentice lineperson have been previously discussed. In fact, Welland Hydro had planned
to hire two apprentice linepersons as part of the 2009 COS but deferred one position as part
of rate mitigation. No management overtime was included in the 2009 COS application to
mitigate costs. Since then Welland Hydro has had significant management overtime
related to the installation of new systems and the conversion to TOU billings/MDMR from
2009 to 2011 and overtime is continuing in 2012. However, the amount of management
overtime was reduced by $26,272 in the 2013 Test Year to $43,204. Union overtime was
also reduced in the 2009 COS application but actual overtime has increased to original

2009 COS forecasts.

The Wage inflation amount of $355,568 represents an increase of 11.9%
($355,568/$2,985,765) over 4 years or 2.98%/yr which is in line with increases provided in

union contracts and class progression within job classifications.

The Benefits increase of $171,361 is far more significant and represents an increase of
23.9% ($171,361/$716,114) over four years or 6.0%/yr. Total OMERS expense has
increased from $216,308 in the 2009 COS to $348,887 in the 2013 Test Year. When this
amount is adjusted for the two new hires OMERS has increased to $330,496. This
represents an increase of $114,118 for the original 41 FTE’s or 52.8%. Excluding OMERS

benefits inflation would be 8.0% over four years or 2.0%/year.

Labor & Other Charges to Non OM&A - ($179,311)

Compensation Capitalized ($264,616)
Compensation Charged to 3™ Party ($ 5,981)
Compensation Charged to Affiliates $ 49,456

Stores Overhead Charged to Affiliates $ 13,105

Equipment Charge to Affiliates $ 28,725
($179,311)
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This section actually represents productivity improvements by increasing the amount of
capital work performed internally and reducing the amount spent with third party
contractors. Charges to Affiliates will be discussed late in this Exhibit. However, as
indicated above the amounts charged to affiliates will be decreasing from the 2009 COS to
the 2013 Test Year. This is the result of the City of Welland converting the majority of
Streetlights to LED lights. Welland Hydro’s involvement in the maintenance of the new
street lights will be very limited as the manufacturer has provided a 15 year warranty and

has taken over maintenance of the street lights.
Employee Retiree Benefit Costs - $45,943

Premiums paid have increased by $49,083 since the 2009 COS application. Retiree Benefit
Costs are composed of two expenses. The first is the actual premiums paid and the second
is an actuarial evaluation of changes to the total liability account. The composition of the

2009 COS and 2013 Test Year expenses are as follows:

2009 COS 2013 Test Year
Actual Premiums Paid $71,160 $120,243
Change in Liability $ 3.140 $ 0

$74,300 $120,243

As previously discussed, Welland Hydro has had five employees retire early since the 2009
COS application and they are covered for benefits until they reach the age of 65. In order
to control these costs in the future, new hires will no longer be eligible for early retiree
benefits. For the 2013 Test Year Welland Hydro has not included any expense for the
Change in the Liability account.

This leads to the actuarial evaluation of the Employee Retiree Benefits liability account and
the differences in treatment between CGAAP and IFRS. Exhibit 4 Appendix A provides
actuarial evaluations for 2012 CGAAP CICA-3461 and 2012/2013 for IFRS IAS-19. Also
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included is the accounting entries required to adjust the 2012 year end liability from
CGAAP to IFRS and the 2013 IFRS adjustment in the liability account. The difficulty
Welland Hydro is having is the uncertainty of when it will be forced to transition to IFRS

given the recent deferrals of the Accounting Standards Board for Rate Regulated Entities.

Appendix A shows that Welland Hydro will be facing a net charge to retained earnings of
$132,076 ($1,699,730 IFRS less $1,567,654 CGAAP) on the transition to IFRS. Welland
Hydro is not aware of any Deferral & Variance account set up by the Board to cover the
impact of this adjustment. Welland Hydro considers this to be a material adjustment and as
a result, is requesting a Deferral & Variance account from the Board to cover this amount
for future recovery. Appendix A also shows that under IFRS the 2013 Test Year Employee
Retiree Costs would be reduced by $13,987 ($1,685,743 less $1,699,730). As noted above,
Welland Hydro has not included this reduction in the 2013 Test Year Employee Benefits
Costs. Welland Hydro submits that this reduction could also be charged to the Deferral &

Variance account requested by Welland Hydro above.

Bad Debt Expense - $40,685

Bad Debt expense has increased from $59,650 included in the 2009 COS to $100,335 in the
2013 Test Year which is a 68% increase. The actual amount of bad debt expense in 2011
was $96,439. There are two main reasons for this with the first being the price of
electricity which has increased by 37% from the 2009 COS to the 2013 Test Year. The
second is the difficult economic times which have hit the City of Welland. In the 2009
COS Welland Hydro identified the loss of one large use account and the downsizing of a
second large industrial account. That second large industrial account closed its
manufacturing facility in 2011. The last remaining large use customer has also recently
announced the layoff of over one hundred manufacturing jobs. In addition, Welland Hydro
is unsure what impact rules and regulation changes for low income customers are having on
bad debt expense. Welland Hydro is concerned that bad debt expenses could be kept
artificially low by one time Late Payment Settlement Fund payouts in 2011 and 2012. The
change to monthly billing in 2011 should offer some relief to future bad debt expense.



oo ~1] N L B W

10
11
12
13
14
15
16
17
18
19

Welland Hydro-Electric System Corp.
EB-2011-0173

Exhibit 4

Tab1

Schedule 2

Page 15 of 18

Filed: August 31,2011

Regulatory Costs - $30,934

The 2009 COS had $60,250 for account 5655 Regulatory Expense. The Regulatory Cost
Schedule on page 6 of this exhibit shows actual costs in 2009 at $87,518 of which $29,886
was related to costs for the 2009 COS application. Total expenses in 2011 were $58,621
and included no amounts for one-time costs. The 2012 Test Year includes $40,000 in one-
time costs related to this application which are expected to total $120,000. Welland Hydro
has amortized this amount over four years and has included $30,000 in one-time costs in

the 2013 Test Year.
Tree Trimming — $6,186

Although the amount is not material, costs related to tree trimming vary significantly from
year to year. Welland Hydro currently has a three year tree trimming cycle. Table 4.1
below contains an analysis of tree timing cost and the amount included in the 2013 Test
Year. This table shows an increase from the three year 2009 COS average of $128,000 to
the 2013 Test Year three year average of $134,186. Welland Hydro was able to take
advantage of competitive pricing in 2010 which significantly lowered the actual three year
average from 2009 to 2011 when compared to the amount in the 2009 COS. The three year
average from 2012 to 2014 is based on two years of actual purchase order commitments
and a forecast for 2014. The tree trimming company responsible for the low costs in 2010

has not quoted on Welland Hydro’s tree trimming RFQ for the past two years.
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Table 4.1 Tree Trimming Costs

Tree Cutting
Year Area Cost Year Area Cost

COs 3YrAvg $128,000

2009 7 $31,429 2012 7 $32,258 PO

2009 1 $24,762 2012 1 $38,917 PO

2009 2 $20,370 2012 2 $24,194 PO
$76,561 Actual $95,369

2010 9 $22,663 2013 9 $55,891 PO

2010 8 $18,200 2013 8 $31,861 PO

2010 3 $25,950 Actual 2013 3 $46,946 PO
$66,813 $134,698

2011 4 $47,662 2014 4 $50,522 6%

2011 5 $43,282 2014 5 $45,879 6%

2011 6 $71,784 2014 6 $76,091 6%
$162,728 Actual $172,492

3YrAvg $102,034 Actual $134,186

Low-Income Energy Assistance Programs (“LEAP”) - $11,000

In 2011, an actual payment related to this program of $12,000 was included in account
6205 donations. For both the 2012 Bridge Year and the 2013 Test Year a total of
$11,000/yr have been included in OM&A. Based on 0.12% of Board approved distribution

revenue requirement this amount should be $11,600 for the 2013 Test Year.
Receivables Insurance GS>50 and Large Use Customers - $45,809

There were no costs for this insurance in the 2009 COS application. In 2010, Welland
Hydro was concerned about the financial position of its three largest customers. The Large
Use Customer was previously paying weekly but was approaching seven years of good
payment history and would be extended normal payment arrangements. As indicated

earlier one other large use customer was downsizing significantly and was exposed to the
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difficult automotive supply chain. The third large industrial company (part of a large
corporation) was sold as part of a management buyout but kept the same legal name

making collecting a deposit difficult.

The monthly billing for the two remaining large industrial customers is approximately
$700,000 per month. This represents a significant exposure for Welland Hydro as the
outstanding liability covers over two months which is approximately $1.5 to $2.0 million
dollars. In 2010 a decision was made to take out receivables insurance to cover all
customers greater than 50kW. Welland Hydro has been absorbing these costs since 2010
but has included them as part of the 2012 Bridge Year and 2013 Test Year.

Expense Inflation/Other - $175,109

This amount represents the balance not specifically identified. It represents a 10.4%
($175,109/$1,686,394) increase of OM&A Expenses (non wages) included in the 2009
COS as seen in column one of the Cost Driver Table. This represents an annual inflation of
2.6% per year. This amount would be $26,634 higher when the impact of the HST Input
Tax Credit on OM&A identified on page 7 of Exhibit 2, Tab 3, Schedule 7 is taken into

consideration.

Charitable Donations

Account 6205 Donations are not allowed for rate setting purposes.
Actual donations made by Welland Hydro are as follow:

2009 Actual $27,671
2010 Actual $29,020
2011 Actual $52,845
2012 Bridge $23,600

2013 Test $23,600
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Both the 2012 Bridge Year and the 2013 Test year contain $20,000/yr in scholarship
commitments to a college located in Welland related to energy conservation and demand
management. Welland Hydro is not requesting these expenditures in rates. The balance of
$3,600/yr is made up of miscellaneous and one time requests which require the approval of

Welland Hydro’s Board of Directors as they are not in rates.
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VARIANCE ANALYSIS ON OM&A COSTS:

Chapter 2 of the Filings Requirements Appendices Module provides Appendix 2-H for which a

variance analysis is required. This Appendix is presented on pages 2 and 3 of this Schedule.

Comparing years from CGAAP to MIFRS is difficult as the affect on each OEB account depends
on the amount of labor, stores material, and equipment expended. Welland Hydro has charged
the resulting increase to OM&A from non-capitalized indirect costs to Operating and
Maintenance Accounts based on 2011 actual. Table 4.2 on page 4 of this Schedule contains the
effect of MIFRS by OEB account. As previously discussed increased OM&A due to MIFRS is
$266,641/yr.

In addition to the difficulty comparing accounts from CGAAP to MIFRS, Smart Meter related
costs were introduced by account in the 2012 Bridge Year. On page 8 of Exhibit 4 Tab 1
Schedule 2 Welland Hydro presented details of Smart Meter Related OM&A costs by OEB

account. The summary of these amounts are as follows:

Summary by OEB Account
2011 2012 2013
Actual Bridge Test OEB

Amount Amount Amount Account

36784 70000 71400 5040

0 24204 85493 5175
-36459 -84039 -84039 5310
60079 254357 271897 5315
0 6000 6000 5515

9281 9281 9486 5615

69685 279803 360237

Welland Hydro will attempt to combine these two items along with the cost related to the new

CIS/Financial Software and other changes starting on page 5 of this Schedule.
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Last Board-
approved |Most Current Test Year Test Year Versus Last Test Year Versus Most
Rebasing Actuals 2013 Rebasing Current Actuals
Year (2009 Year 2011
) Warance Parce e | Varlance Percentage
COAAP CGAAR MIFRS WW%%W/
5005 _Operalion Supervision and Engineering 81,046 114,232 145438 54,380 70.45%] 31,204 27.32%|
5010 Load Dispatching 79.101 115,983 144,184 65,083 82.28% 28,191 24.@%_@‘
5012 Shntion Bulldings and Fixlures Expenas 12.288 22,608 23,698 11,430 93.17% 1,188 5 285% |
5014 _Transformer Station Equipment - Oparatlon Labour - - - - -
5016 Transformer Station Equipment - Oparatlon Supplies and Expenties = = - - -
5018 Distribution Stallon Equipment - Operation Labour 280 16,029 20,413 3,133 18.13% 4,384 27.35%
5017 Distribulion Station Equipment - Operalion Supplies and Expengses 115,650 112,811 119,696 4,046 0% 8,885 6.10%
5070 Chvarhand Distribution Lines and Feedars - Operation Labour 81,528 91,382 116,459 24,931 27.24%) 26077 27 44%
G025 Overhead Disiibution Lines and Feedars - Operation Supplies and Expenses 180,965 45170 48572 |- 132,383 -73.16% 3402 7.53%
5030 Ovarhead Sub-lransmission Feedars - Operation 81.780 61,803 83,839 1083 2.519 22,030 35.65%
5035 Overhaad Distribution Transformers - Operalion 14,131 - 4,845 |- 268 -G65.71% 4,845
5040 Underground Distribution Lines and Feeders - Operation Labour 148,845 128,887 184,011 44,166 28,474 65,124 40,53%
5045 Undarground Distribution Lines and Feedors - Oparation Supplies and Expenses 27,295 5,201 49,879 |- 17,416 -B83.81% 4 588 Bﬁ.???f-l
6050 Undarground Sub-iransmission Feeders - Oparalion 45 687 38,348 52984 7,287 15, 87%| 13,835 34 65%
5065 Undorground Distribution Transformars - Oporation 13.444 2720 3,240 |- 10,204 -75.80% 520 18.12%
5080 Streel Lighting and Signal System Expense - F - -
5085 Meter Expanse 338.284 244 451 311,608 |- 27678 =B, 16% 67,156 ZTATY
5070 Customer Premisas - Operalion Labour 8,366 - - I 8,366 -100.00% - ‘1
5076 Customar Pramises - Operalion Materials and Expenses - 1,100 1.145 145 1 45 4.09%
5085 Miscsllaneous Distribulion Expenses 185,704 133,946 202,100 16,386 B.BE%I 68,154 50.88%
5080 Underground Distribution Lines and Feeders - Rantal Paid = - = - -
5085 Overhead Distribution Lines and Feeders - Renlal Paid 22 405 25470 26,093 3,688 16 46Y% 623 2 45%
5096 Other Rant - . - il Ll
Total - Oanltiunn $ 1.466,769 1,161,143 1,508,194 42,425 2.59% 347,051 29.89%
Account Description
Maintenance
10% Maintenance Supsrvision and Engineerin s 88,868 73.241 98,2656 9.387 10.66% 25,014 34.15%
110 Maintenance of Bulldings and Fixlures - Distribution Stations $ 18,905 34 626 37,274 18,369 97.16%
112 Maintenance of Transformer Station Equipment = - -
i114 Maintenance of Dislribution Stallon Equipment 17,738 45,466 58,644 41,908 236.20%|
120 Maintanance of Foles, Towers and Fixlures 60,710 127,606 209,585 48,875 245.229%
125 Maintenance of Ovemead Conductors and Dovices 239,909 281,068 374,665 586 568.11%
130 Maintenance of Overhead Services 189,462 208,843 299,490 0.028 §8.07%
34 Overheod Distribution Lines and Feaders - Right of Wi 188,168 186,78 184,638 472 8.15%]-
45 Mainienance of Undarground Conduit 23,054 [+ 7,088 B . 23 G54 -100.00%
50 Malntenance of Underground Condugtars and Dovices 172,332 135,874 191.745 9417 11.27%
55 Maintenance of Underground Sorvices 59,882 91,273 120,617 0,735 101.42%)
180 Maintonance of Line Transformers 62,609 57,528 82,022 29,413 46.98%
65 Maintenance of Sirest Lighting and Signal Systems - - - - -
70 Sentinel Lights - Labour : - = - -
72 Sentinel Lighls - Materials and Expenses - - - - .
75 Mainlenanoe of Metars 3813 3,028 88,643 84,830 2224.76% ‘85816 2827 44%
78 Customer Installations Expensss - Leasad Proparty - = - - -
45 Malntanance of Other Installations on Customer Premises 5,096 ~ - I 5,@ ~100.00% -
Total - Malntenance 1,111,832 1,232,248 1,758,682 644,850 BB.DZ%i 524,333 42.55%
Account Description
Billing and Colfectin;
5306 Supervision a. = = 3 5 =
5310 Meler Reading Expense 32,564 81,601 31,725 |-8 100.829 =76.07% |- A8, 776 61.07%
5315 Customer Billing 409,365 | | £H08,728 906.187 406,822 121.06% 297 459 08 BT
5320 Collecting 345,711 328,691 464,093 B.382 425 26,202 7B
5325 Caoliacting - Cash Over and Shorl 50 |- 462 - -8 50 -100.00% G2 <100.00%
5330 Collection Charges - == - - -
5335 Bad Debt Expense 59,650 98,430 100,335 40,68 GB.21% 3,886 4.04%
5340 Miscallanoous Customer Accounts Examua 328 28,924 30,935 |- _1.90! -5,81% 2,01 B.95%
Total - Bllllni and cdillclirl’ m.'l?d 1,744,021 1.4.2_,2?5 443,101 45,21%i 279.254 ‘M.‘-ﬁg
[Account Description
Community Relations
405 Sypervision 40,800 38,718 42,200 1,400 J43% 3,484 R
10 _Community Relations - Sundry 5,635, 2838 3,008 1 2528 A5 B6% 10 .38%|
415 Energy Conservation 85,274 69,157 71,375 |- 23,859 -25.08 2,218 21%
20 Communily Safely Program 8,500 4,489 4,671 |- 1,828 -2H 145 182 4,05%
5425 Miscellansous Customer Serviee and informational Expenses 100 = . 100 -100,00% -
5505 Suparvision = - -
5510 Dsmonstrating and Salling Exponss - - - -
5515 Adverlising Expenses § 11457 [ 12,985 1,538 13.42% 6,307 06.68% |
56320 Miscallansous Sales 158 - - . -
e - ___ .
Tolal - Gnmmuﬂlg Relations § 1569867 121,908 134,248 |- 2b,A18 -15.02% 12,341 10.12%
[Account_Descripion
Administrative and Genoral Expanses
5605 Execullve Salarles and Exponses 327,398 A71,981 394,555 87,157 20.51%] 22,574 B.07%
6810 Managemenl Salaries and Expenses 403,660 489,774 556,670 163,001 ET.mJ_ 6,898 13.868%
5815 General Adminisirative Salaries and Expenses 283,123 336,905 386,614 102,491 36.20% 408,708 14.48%
5620 Office Supplies and Expenses - - . - -
£825 Administralive Expense Transferred - Credil 215,178 |- 10,681 8.930 206,248 -95.85% 1,761 ~|E,4?%|
5B30 Oulslde Services Employed 148,700 130,437 144,719 |- 1.981 -1.35% 14,282 10,955
£635 Propedy Insurancae - = . - -
5840 Injuriss and Damagss . - - - -
5645 OMERS Pensions and Benefits 74,300 132.840 120,243 45,943 61.83%]-5 12,687 -8.55%




Flle Number: EB-2012-0173
Exhiblt: 4
Tab: 1
Schedule: 3
Page: 3
Date: Aug 31,2012
Appendix 2-H
OM&A Detailed Variance Analysis
(excluding Deprectation and Amortization)
Last Board-
approved |Most Current| . .. .. Test Year Versus Last Test Year Versus Most
Rebasing Actuals 2013 Rebasing Current Actuals
Year (2009 Year 2011
Account |D Year) il noys Percentage | Varlance Parcentage
Reporling Basls E COAAP MIFRS 7% m
5646 Employee Pansions and OPER = - - .
5847 Employee Sick Leave - - - = -
5660 Franchise Requiremanis - - B - -
5855 ulatory Expenses 80,250 BB.621 a1.184 30,8934 51.34%| 32,563 55 66% |
5680 General Adverlising Expenses - - = = -
5685 Miscallansous Genaral Exponses 108,070 98,042 108,823 1,753 1.62% 10,781 10.88%
5670 Rent . . - = .
5672 Lease Paymeni Charge * - _
8675 Maintenance of Genaral Plant - . = I =
5880 Elsclrical Safety Aulhorily Fees 8,263 9,408 9,789 1,526 18.47% 380 4. 04%
5(81 Specisl Purpose Charge Expeanse - - = = .
8685 Indepandent Electricity Systam Operator Fees and Penalties - -
5655 OMEA Conlra Account - - . = =
6205 Donalions - 52,845 23,800 23,600 28,245 -55 34%
8205 Donatlons, Sub-account LEAP Funding - - 11,000 11,000 K 11,000
Total - Adminlstratlve and General Expenses 1,196,595 1,671,260 1,838,267 641,672 53.62%] ¢ 167,004 9.99%
;I'atnl OMEA 4,913,837 5.330.5_&4 6,660,667 1,746,730 _35.55& 1,329, 24.95%
Ad|ustmants for non-recoverable itams
5681 Special Purpose Charge Exponse k] - 3 .
5205 Donallons' s . |s s2845|8 23600 23,600 i 29,245 -55.34%
Total Recovarabis OMSA___ % 4813837 | 6 57277198 | § 6606967 | § 1,725,100 | 35.07%| § 1,350,220 75 75%|
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Table 4.2 Effects of MIFRS By OEB Account

Engineer Stores Equipment
Overhead Overhead Charges Total

5005 4943 561 5504
5010 4484 121 4605
5012 0
5014 0
5015 0
5016 717 717
5017 1848 1848
5020 4089 4089
5025 18 1144 1162
5030 2462 388 4955 7805
5035 0
5040 3813 5417 9230
5045 569 2960 3529
5050 1590 2982 4572
5055 363 363
5060 0
5065 8591 581 9222 18394
5070 0
5075 0
5085 4126 156 4282
5090 0
5095 0
5096 0

34833 1901 29366 66100
5105 2812 5709 8521
5110 147 395 542
5112 0
5114 827 3076 3612 7515
5120 3400 5156 10593 19149
5125 9032 21908 24762 55702
5130 6294 21997 18719 47010
5135 1268 4186 5454
5145 0
5150 4006 5714 18210 27930
5155 2058 3240 8876 14174
5160 1277 9443 3824 14544
5165 0
5170 0
5172 0
5175 0
5178 0
5195 0

31121 70534 98886 200541

65954 72435 128252 266641
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Operations & Maintenance

Amounts charged to Operating & Maintenance accounts vary from year to year based on the type
of work being performed. As a result, Welland Hydro will analyze the total increase in these

costs with reference to Schedule 2 Cost Driver discussions and the Cost Driver Table.

10
11
12
13
14
15
16

17
18
19
20

21
22
23

Increase Increase
Test Year Vs Test Year Vs
2009 COS 2011 Actual
Operations $ 42,425 $ 347,051
Maintenance $ 644,950 $ 524333
Total Operations & Maintenance $ 687,375 $ 871,384
Less MIFRS ($ 266,641) ($ 266,641)
Less Smart Meters ($ 156,893) ($ 120,109)
Less Apprentice Linesperson ($ 75,014) ($ 75,014)
Engineering Not Replaced to 2013 ($115,139)
Admn/IT Ovhd Allocation $ 178,672
$ 367,499 $ 294,481

Welland Hydro stopped allocating Administration and IT Overheads to Operating and
Maintenance as a percentage of direct labor charges in 2011 which has resulted in a reduced

credit in account 5615. Welland Hydro believes that this allocation really did not serve any

purpose and only charges Admin/OT overheads on billings to third party invoices.

The $367,499 increase over the 2009 COS represents an increase of 14.2% over a four year

period or 3.6%/yr.

Welland Hydro has previously shown wage increases in the 3%/yr and

benefit increase of 6%/yr which accounts for the majority of the total increase.
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The $294,481 increase over the 2011 Actual represents an increase of 12.3% over a two year
period or 6.1%/yr. However, this amount has been affected by the change in treatment of safety
related training and expenses under IFRS. In 2011, total safety related expenses of $74,523 were
allocated as a percentage of labor across all OEB expense and capital accounts. For the 2012
Test Year and the 2013 Bridge Year they have been included in Operations and Maintenance

accounts as a percentage of 2011 Actual.

As a result, Welland Hydro believes that the analysis of the increase from the 2009 COS to the

2013 Test Year is more appropriate than a comparison to 2011 Actual.
Billing and Collecting

Analysis of billing and collecting costs are somewhat easier as the impact of IFRS is not related
to these accounts. However, they have been impacted by Smart Meters which must be accounted
for in the analysis. Welland Hydro has previously identified Bad Debt Expense and Receivables

Insurance as increasing OM&A costs and they also have been included in the analysis.

Increase Increase
Test Year Vs Test Year Vs
2009 COS 2011 Actual
Total Billing & Collecting $ 433,101 $ 279,254
Smart Meters 5310 $ 84,039 $ 47,580
Smart Meters 5315 ($271,897) ($211,818)
Bad Debt Expense 5335 ($ 43,685) ($ 3,896)
Receivables Insurance 5315 ($_45.900) (§ 11.753)
$ 155,658 $ 99,367

The $155,658 increase in Billing and Collecting Costs compared to the 2009 COS represents an

increase of 15.9% over four years or 3.9%/year. Welland Hydro has previously shown wage
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increases of 3%/yr and benefit increase of 6%/yr which accounts for the majority of the total

increase.

The $99,367 increase in Billing and Collecting Costs compared to the 2011 Actual represents an
increase of 8.7% over a two year period or 4.3%/yr. This amount is being impacted by the fact
that three of the four customer representatives and the billing clerk have all been hired since

2011 and are moving up in pay scale within job classifications.

As a result, Welland Hydro believes that the analysis of the increase from the 2009 COS to the

2013 Test Year is more appropriate than a comparison to 2011 Actual.
Community Relations

There are no items in this section which exceed the materiality threshold. In fact, these costs

have gone down from the 2009 COS by $25,418 or 15.9% over four years (4.0%/yr).
Administrative & General Expenses

5605 Executive Salaries and Expenses

The $67,157 increase from the 2009 COS to the 2013 Test Year is wage and benefits related
only. As previously stated Welland Hydro did not include any management overtime in the 2009
COS. Overtime and vacation payout account for $11,821 of the increase. The balance of
$55,336 represents a 16.9% increase over a four year period or 4.2%/yr. Welland Hydro has
previously shown wage increases of 3%/yr and benefit increase of 6%/yr which accounts for the

majority of the total increase.
5610 Management Salaries and Expenses

As previously indicated $30,000 has been allowed for an upgrade to the Accounting Assistant
position in 2013. As was the case in 5605 the 2009 COS did not include any amounts for
management overtime/vacation pay out which amounts to $10,577 for this account. Removing

these two items reduces the increase from the 2009 COS from $153,001 to $112,424 which is a
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27.8% increase over four years or 7.0%/yr. The analysis for account 5615 will help clarify the
extent of this increase. For the most part, account 5610 is used to track Accounting and

Personnel Management Costs.
5615 General Administrative and General Expenses

Welland Hydro has used 5615 to capture the cost related to IT personnel and maintenance costs

for software and computer related items.

With the retirement of the Director of Information Systems in 2011, the makeup of amounts in
this account changed. Prior to 2011 two positions were charged to account 5615. The Director
of Information Services was replaced by a Billing Supervisot/MDMR Administrator whose costs
are not charged to 5615. In addition, Welland Hydro installed a new CIS/Billing System in order
to prepare for TOU Billing. These costs are included in account 5615. As previously mentioned
a portion of these costs could have been charged to the Smart Meter Rate Application but were
left to the 2013 COS as a separate cost for comparison to the 2009 COS application. When the

incremental costs to the new CIS/Financial software are separated out this account would look as

follows:
Increase Increase
Test Year Vs Test Year Vs
2009 COS 2011 Actual
5615 Gen & Admin Sal & Exp $ 102,491 $ 48,709
New CIS/Financial System Costs ($215.921) ($ 96.325)
(5 113,430) ($47,616)

For the most part, the decrease in 5615 payroll costs is now included in 5315 Customer Billing

and 5610 Accounting Department.
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The makeup of this account is as follows:

2009 COS

Operations & Maintenance ($ 178,672)
Third Party Billings $ 7.710)
Capital (5 28.796)
($ 215,178)
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2013 Test Year

($  8,930)

¢ 8,930)

As previously mentioned the change to MIFRS does not allow for the capitalization of

administrative expenses. Welland Hydro stopped capitalizing these expenses in 2010. Welland

Hydro has stopped the reallocation of Administrative costs to Operations and Maintenance in

2011. The decrease in the credit in this account of $178,672 has been reflected in the analysis of

Operating and Maintenance accounts above as a reduction in total costs.

5645 Employee Retiree Benefit Costs

Welland Hydro uses this account to record premiums paid for retiree benefits and changes in the

liability account. Welland Hydro has already identified the cost increase in this account as being

related to the early retirement of five employees since the 2009 COS.
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Employee Compensation Costs

Chapter 2 of the Filings Requirements Appendices Module provides Appendix 2-K for which
Employee Costs are detailed. This Appendix is presented on pages 2 and 3 of this Schedule.

Welland Hydro’s union personnel are covered by a four year collective agreement effective April

1,2011. The agreement calls for wage increases as follows:

April 1,2011 2.75%
April 1,2012 2.75%
April 1,2013 3.25%
April 1,2014 3.25%

Both management and union personnel are covered by similar benefit packages and OMERS
pension plans. Management wages are expected to increase 2.75% but Welland Hydro is
currently in the process of evaluating its management salary levels through a third party study.

There are no bonuses included as part of the salary pay structure.

Page 2 of this schedule indentifies an increase of 2 FTE’s when comparing the 2009 COS to the
2013 Test Year. One was an additional billing person approved as part of the Smart Meter Rate
Application which started in December, 2011. The addition brings Welland Hydro back to 41
FTE’s in 2012 but this number should be 42 FTE’s as Welland Hydro has yet to replace the
retired Engineering Manager’s position which it plans to do in 2013. The second additional FTE
is the hire of an apprentice lineperson position. Welland Hydro is facing the retirement of two
line foremen and one lineperson within the term of this rate application. One possible option for
the replacement of the line foremen is to promote from within which will require hiring
additional linepersons. Given the difficulty in attracting linepersons from other LDC’s or
contractors, Welland Hydro has instead relied on training linepersons through apprenticeship

programs which take four years to complete.
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Employee Costs
Last Rebasing Last Rebasing
Year (2009 Board- Year (2009 2010 Actuals 2011 Actuals | 2012 Bridge Year| 2013 Test Year
Approved) Actuals)
Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Number of Employees (FTEs Including Part-Time)' i E . i
Executive 0 0 0 1) 0 0
|Management 14 13.5 14 13 14 15
Non-Union 0 0 0 0 0 0
Union 27 27 26.7 26.9 27 28
Total 41 40.5 40.7 39.9 41 43
Fnumu'a_r' of Part-Time Employeas = = -

Executive 0 1] 0 0 0 a
|Management 0 0 0 0 0 0
Non-Union 1 1 1 1 1 1
Union 0 0 0 0 0 ¢]
Total 1 1 1 1 1 1

Total Salary and Wages . o e i
Executive
Management-Base 1237378 | § 1,206,887 | § 1,282,448 | $ 1,200,600 | § 1,290,310 1,462,700
|_Management-0ver1ime - $ 38,703 | $ 47,302 | $ 64,088 | $ 69,476 43,204
Non-Union 3 36,802 | § 37,234 | $ 39,244 | § 41,841 | % 42,992 43,852
Union-Base $ 1,637,056 | § 1,628,241 | $ 1,663,789 | § 1,720,060 | $ 1,788,162 1,924,361
Union-Overtime $ 74,529 | $ 84,239 | § 62,354 | § 93680 | $ 94.075 93,561
Total 3 2,985,765 | § 2095304 | $ 3,095,137 | § 3,120,269 | $ 3,285015]% 3,667,678
Current Benefits . - e s M
Executive
IManagement $ 273,498 | $ 250,867 | 8 269,743 | $ 276916 | 8 310,030 | % 361,664
Non-Union $ 3,574 3661]9% 3.801|9% 4283 |38 3,826 | § 3,947
Union $ 439,042 426,004 | § 436,301 | $ 468,868 | $§ 501,907 | § 562,627
Total B 716,114 680,632 | § 708,845 | $ 750,067 | § 815763 | § 928,238
[Accrued Pension and PostRetirement Benefits o o = ]
Executive
Management
Non-Union
Union
Total _ § E $ - $ - 5 - $ - $ -
Total Beneiits (Current + Accrued) . . El i
Executive $ - 3 - $ - $ - b - $ -
IManagement $ 273,498 | § 250,867 | $ 269,743 | $ 276,916 | $ 310,030 | $ 361,664
Non-Union $ 3,574 | $ 3,661 |8 380118 4,283 | § 3,826 | $ 3,947
Union $ 439,042 | § 426,004 | 436,301 | $ 468,868 | $ 501,907 | $ 562,627
Total | $ 716,114 | § 680,532 | $ 709,845 | § 750,067 | $ 815,763 | $ 928,238
Total Compensation (Salary, Wages, & Benefits) . AR . ] e a
Executive $ - b . $ - $ - $ - b -
Management $ 1,610,876 | $ 1,496,457 | $ 1,699,493 | $ 1,641,604 | § 1,669,816 | $ 1,867,568
Non-Union 3 40,376 40,895 | § 43,045 | § 46,124 | $ 46,818 47,709
Union $ 2,150,627 2,138,484 | § 2,162,444 | § 2,282,608 | $ 2,384,144 | § 2,580,549
Total $ 3,701,879 3,675,836 | $ 3,804,982 | § 3,870,336 | $ 4,100,778 4,495,916
Compensation - Average Yearly Base Wages . o B ),
Executive
IManagement $ 88,384 | § 89,399 | § 91,603 | $ 92354 | § 92165 | $ 97.513
Non-Union $ 36,802 37234 | § 39,244 | $ 41,841 | $ 42,992 43,852
Union $ 60,632 60,305 | $ 623141 8% 63,943 | $ 66,228 | $ 68,727
Total $ 69,315 69,214 | $ 71,594 | $ 72,433 | % 74,321 | § 77,975
Compensation - Average Yearly Overtime I - 1 = o
Executive
IManagement $ - $ 2867 | § 3379 | $ 4930 | % 4,963 | % 2,880
Non-Union
Union $ 2,760 | $ 3,120 [ $ 2335|§% 3483 |8 3484 | % 3,341
Total $ 177518 2,962 | $ 2630|9% 3857 ]% 3894 | § 3,108
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Employee Costs
Last Rebasing L ast Rebasing
Year (2009 Board- Year (2009 2010 Actuals 2011 Actuals | 2012 Bridge Year| 2013 Test Year
Approved) Actuals)

Reporting Basis CGAAP CGAAP CGAAP CGAAP MIFRS MIFRS
Compensation - Average Yearly Incentive Pay . .

Executive

Management

Mon-Union

Union

Total

T Benefits Al i -

Executive

Management $ 19,536 | $ 18,5683 | 8 19,267 21301 |9% 22,145 | $ 24,111
Non-Union $ 3,574 | § 3,661 | 8 3,801 4283 | % 3,826 | § 3,947
Union $ 16,261 | 15,778 | $ 16,341 17430 | § 18,589 | 20,094
Total $ 17,050 | § 16,398 | $ 17,023 18,339 | $ 19,423 | $ 21,096

i ] - e ) - : . L S

Total Comp tion Before Retiree $ 3,701,878 | $ 3,675,836 | $ 3,804,982 3,870,336 | § 4,100,778 | $ 4,495,916
Retiree Benefits Premiums $ 71,160 | § 73,783 1% 80,552 113,620 | § 110,320 | § 120,243
Retiree Benefits Accrual $ 3,140 | § 4,424 |-$ 2130 8 19,320 | § 7,164 [ -
Total Compensation 3 3,776,179 | § 3,754,043 | $ 3,883,404 | $ 4,003,276 | § 4,218,262 | $ 4,616,159
Total Compensation Capitalized (CGAAP)| $ 322,122 1§ 438,206 | $ 450,125 | $ 462,460 | $ 526,698 | 586,738
Total Compensation Capitalized Smart ?7 7//
|Meter 1555 $ - $ 255 | § - 3 18,777 / %/ ﬂ
Total Compensation Charged to Third

Party 3 139,982 | $ 109,081 | $ 153,856 | $ 133,365 | $ 134,081 | $ 145,963
Total Compensation Charged to Smart V// W
Meter 1556 $ - $ 14,602 | § 959 | $ E / %/ 4
Total Compensation Charged to

Associate Companies 3 86,632 | $ 157,298 | § 155,660 | $ 128719 | % 79157 | § 37,176
Total Compensation Charged to OM&A

CGAAP $ 322744300 | % 3,034601.00|$ 3,122804.00 | $ 3,259,955.00 | § 3,478,326.00 $ 3,846,282,00
Total Compensation Capitalized (MIFRS) A % % $ 323,086 | § 368,547 | § 428,587
Total Compensation Charged to OM&A y /y 7//

(MIERS) / A/ 4/ % $ 341810600 | $ 3,636,477.00 |$ 4,004,433.00
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On Page 3 of this schedule, Welland Hydro has separated out retiree benefit costs between
premiums and accruals (changes in the liability account). This was discussed under the Cost
Driver section of this Exhibit. However, actual premiums paid have increased significantly as

the result of the early retirement of five employees since the 2009 COS.

In 2012, the City of Welland began installing LED Street Lights and will complete the
conversion of the majority of Street Lights in 2013. The manufacturer has provided a 15 year
warranty and is taking over maintenance of these lights. As a result, Welland Hydro’s charges to
affiliates will be significantly reduced in both the 2012 Bridge Year and the 2013 Test Year.
Rather than increasing OM&A costs, Welland Hydro has budgeted significant increases in
charges to capital projects and will reduce its dependency on outside contractors to perform

capital work.

Welland Hydro has presented compensation in OM&A costs in both CGAAP and MIFRS on
page three of this Schedule.
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Shared Service and Corporate Cost Allocation

Introduction:

A summary of charges to affiliates for services provided are detailed on pages 2 through 6
of this schedule and cover 2009 Actual to 2013 Test Year. For the purposes of these
schedules Shared Services are considered linespersons used in the connection of Street
Light and Sentinel Light maintenance and any materials and equipment associated with the
labor. Corporate Cost Allocation is the amount of Executive and Accounting labor charged

to affiliates. There are no charges from affiliates to the wires company.

Welland Hydro Energy Services currently performs streetlight maintenance for the City of
Welland. In addition, Welland Hydro Energy Services is also involved in Sentinel Light
rentals to third party customers. Welland Hydro provides certain services to Welland
Hydro Energy Services in respect of these activities. Actual cost including labor and
burden, stores material and burden, along with vehicle costs are charged to Welland Hydro
Energy Services. In addition, billings to the City of Welland include a 10% profit mark up.
The mark up is split 7% to Welland Hydro and 3% to Welland Hydro Energy Services.

However, as detailed earlier Shared Services will be decreasing dramatically as a result of
the City of Welland converting Street Lights to LED lights. Welland Hydro has also seen a
reduction in Sentinel Lights (new installations are not performed by Welland Hydro and
would not be considered Sentinel Lights) and this trend is expected to continue as
industrial and commercial customers look for ways of cutting their electrical bills.
Welland Hydro Electric Systems Corp will see a reduction in Other Revenues due to the

loss of the mark up on street light maintenance.
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Purchase of Non-Affiliate Services
A copy of Welland Hydro’s Purchasing Policy is included in Appendix B to this Exhibit.

Welland Hydro tenders its material requirements on an annual basis with the contract being
awarded to the lowest bidder by product with very limited exceptions. In all other cases (non
stores items) Welland Hydro follows the RFQ and approval process outlined in its purchasing

policy unless in an emergency basis, safety reasons, or more than one quotation is not available.

As previously stated, there are no services purchased from affiliates.
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DEPRECIATION, AMORTIZATION AND DEPLETION:

Welland Hydro has included depreciation as part of Exhibit 2, Tab 3, Schedule 5 - Capitalization
Policy. This section contains Welland Hydro’s depreciation rates under both CGAAP and
MIFRS along with a comparison to the Kinectrics Study.

The required Depreciation Schedules contained in the Chapter 2 Appendices Module are
presented in Exhibit 2, Tab 2 — Gross Assets Property, Plant and Equipment Accumulated
Depreciation. Welland Hydro has back up fixed assets ledgers by OEB account under both
CGAAP and MIFRS which can be provided should any questions arise from the completion of
the depreciation schedules. Under MIFRS Welland Hydro has broken out assets by components

and depreciated at separate useful lives if different.

Welland Hydro does not have any Asset Retirement Obligations or associated depreciation or

accretion expenses.

Welland Hydro can confirm for the Board that it follows the half year rule when the asset is
available for use. The only major exception to this rule was the new Financial Software capital
costs. Progress payments were made starting in 2010 and 2011 with the software going live in
2012. Welland Hydro has amortized a full year’s depreciation in 2012 for this software. The
same would apply to the new CIS where costs began in 2010 but the system was not available
until 2011. Welland Hydro took a half year’s depreciation expense on this new system in 2011

for the total capital cost of this project.
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Taxes/PILS

Appendix C attached to this Exhibit contains a copy of the Welland Hydro-Electric System Corp.
2011 Federal and Ontario tax returns. The amount of PILs paid in 2011 was $127,186.
However, taxable income has been adjusted for certain RSVA balances at the start and end of the
year which reduced taxable income by $92,151. Welland Hydro excluded the opening and
closing adjustments related to RSVA balances when it completed Adjusted Taxable Income-
Historic Year and PILs Tax Provision-Historic Year in the OEB Income Tax/PILs Workform
module which is copied in Appendix D to this Exhibit. The resulting impact on taxes paid is not

material.
Apprentice Tax Credits

The 2011 Tax Return includes a section for Apprentice Tax Credits. The names of the
individuals have been omitted. Two of the three employees completed their apprentice program
in 2011 leaving one apprentice in 2012. This increases to two in 2013 with the hire of an
additional apprentice linesperson. The calculation of the Apprentice Tax Credit for the 2012

Bridge Year and 2013 Test Year which were obtained from our tax auditors are as follows:

Annual wages of $55,300 has been used in the following apprenticeship tax credit calculations,
however only a certain percentage of the wages will be considered eligible for the credit. Based
on the full-time apprentices in 2011, approximately 36% of their annual wages were eligible.

Based on this percentage for 2012 and 2013, eligible wages of approximately $20,000 was used

in the calculations below:

2012 — combined Federal and Ontario apprenticeship tax credit = $10,100

2013 — combined Federal and Ontario apprenticeship tax credit = $19,100
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SRED

Welland Hydro filed a SRED application in its 2011 tax returns which was developed with the
assistance of an outside consultant. Welland Hydro also revised its 2010 tax returns for a SRED
in June, 2012. Welland Hydro can confirm for the Board that savings related to the SRED’s for
2010 and 2011 (net of consulting costs) will be placed in account 1592 for future disposition by
the Board.

Employee Retiree Benefit Costs

Continuity Schedule 13- Tax Reserves — Bridge Year (Appendix D) shows an opening amount
related to Other Post Retirement Benefits of $1,554,847. This matches the CICA 3461 Schedule
found in Appendix A. Originally the actuary only provided a CGAAP forecast to the end of
2011 as it was assumed Welland Hydro would be converting to IFRS effective January 1, 2012.
As a result, Welland Hydro estimated the 2012 change in the post retirement liability to be a
$7,164 increase (expense) and no change in the 2013 Test Year for CGAAP purposes after
taking the one year deferral on IFRS. Welland Hydro obtained a revised retirement benefit
analysis (Appendix A) which estimates the actual expenditure for CGAAP in 2012 to be
$12,807. Welland Hydro did not make this change in this rate application as there was no
change in the 2013 Test Year liability reserve compared to the 2012 Bridge Year liability reserve
(no impact on 2013 expense or 2013 PILs). However, Welland Hydro will await Board direction
on the accounting treatment of Post Retirement Benefits under IFRS as discussed on pages 13

and 14 of Schedule 2 in this Exhibit.

Grossed-Up PILs

The PILs Tax Provision — Test Year (Appendix D) shows Grossed-Up PILs for the 2013 Test
Year of $42,628. However, Welland Hydro believes that this amount should be $58,513. The
difference is related to the treatment of the Federal Small Business Threshold of $500,000 and
the resulting Federal Tax Rate of 11%. As per the letter from Deloitte found in Appendix E of
this Exhibit, Welland Hydro is not eligible for the small business deduction and the correct
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Federal Tax Rate to be used should be 15% not 11%. This would result in a combined tax rate of
19.5% as opposed to 15.5%. Welland Hydro’s calculation of Grossed-Up PILs calculation is
found in Table 4.3 below:

Table 4.3 2013 Grossed-Up PILs Calculation

2013 PILs Schedule

D ioti Source Tax
escription or Input Payable
Deemed Income Rev Def 1,163,140
Tax Adj to Accounting Income | Rev Def (807,525)
Taxable Income 355,616
Combined Income Tax Rate PILs Rates 19 500%
Total Income Taxes 69,345
Investment Tax Credits
Apprentice Tax Credits . 19,100
Other Tax Credits (SBD) -
Total PILS Before Gross Up 14.13% 50,245
Gross Up PILS 50245/(1-.1413) 58,513

Welland Hydro now believes it should have used a grossed up calculation of $50,245/(1-.195)
which would result in a revised Grossed-Up PILs amount of $62,416. The rate of .195 should be
used in place of the .1413 to eliminate the impact of the Apprentice tax credit (as per the Board’s
methodology). Due to materiality and time constraints this revision was not made in this rate
application as Welland Hydro believes the Federal Small Business Deduction still needs to be

addressed.
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Welland Hydro-Electric System Corporation
ESTIMATED BENEFIT EXPENSE (CICA 3461**)

Projected
Calendar Year 2011 Calendar Year 2012***

Discount Rate - January 1 5.00% 4.50%
Discount Rate - December 31 4.50% 4.50%
Withdrawal Rate 2.00% 2.00%
Assumed increase in Employer Contributions actual expected”

A. Determination of Benefit Expense

Current Service Cost 34,095 38,847
Interest on Benefits 81,833 77,655
Expected Interest on Assets - -
Past Service Cost 2,242 2,242
Transitional Obligation/(Asset) - -
Actuarial (Gain)/Loss 8,739 17,109
Benefit Expense 126,909 135,853
B. Reconciliation of Prepaid Benefit Asset (Liability)

Accrued Benefit Obligation (ABO) as at December 31 1,748,350 1,741,807
Assets as at December 31 E B
Unfunded ABO (1,748,350) (1,741,807)
Unrecognized Loss/(Gain) 171,087 153,978
Unrecognized Past Service Cost 22,416 20,175
Unrecognized Transition - -
Prepaid Benefit Asset (Liability) (1,554,847) (1,567,654)
Prepaid Benefit/(Liability) as at January 1 (1,535,617) (1,554,847)
Benefit Income/(Expense) (126,909) (135,853)
Contributions/Benefit Payments by the Employer 107,679 123,045
Prepaid Benefit Asset (Liability) (1,554,847) (1,567,654)

* based on estimated employer benefit payments for those expected to be eligible for benefits
** CICA Handbook Part V Section 3461 (Employee Benefits)

*w Eor informational purposes only. Significant changes in 2012 such as re-negotiated benefits, changes to best estimate
assumptions, or significant demographic swings may require revised projections or a fuli actuarial review.



5/17/2012

Welland Hydro-Electric System Corporation
ESTIMATED BENEFIT EXPENSE (CICA 3461*%)

Projected
Calendar Year 2011 Calendar Year 2012***

Discount Rate - January 1 5.00% 4.50%
Discount Rate - December 31 4.50% 4.50%
Withdrawal Rate 2.00% 2.00%
Assumed increase in Employer Contributions actual expected*

C. Calculation of Component Items

Calculation of the Service Cost
- Current service cost 34,095 38,847

Interest on Benefits

- ABO at January 1 1,656,408 1,748,350
- Current service cost 34,095 38,847
- Benefit payments (53,840) (61,523)
- Accrued benefits 1,636,663 1,725,675
- Interest 81,833 77,655

Expected Interest on Assets
- Assets at January 1 - -
- Funding 53,840 61,523

- Benefit payments (53,840) (61,523)
- Expected assets - -
- Interest B =

Expected ABO as at December 31

- ABO at January 1 1,656,408 1,748,350
- Current service cost 34,095 38,847
- Interest on benefits 81,833 77,655
- Benefit payments (107,679) (123,045)
- Expected ABO at December 31 1,664,657 1,741,807

Expected Assets as at December 31
- Assets at January 1 - -
- Funding 107,679 123,045

- Interest on assets - =
- Benefit payments (107,679) (123,045)

- Expected Assets at December 31 -

* based on estimated employer benefit payments for those expected to be eligible for benefits
** CICA Handbook Part V Section 3461 (Employee Benefits)

* For informational purposes only. Significant changes in 2012 such as re-negotiated benefits, changes to best estimate
assumptions, or significant demographic swings may require revised projections or a full actuarial review.



5/17/2012

Welland Hydro-Electric System Corporation
ESTIMATED BENEFIT EXPENSE (CICA 3461*%*)

Projected
Calendar Year 2011 Calendar Year 2012***

Discount Rate - January 1 5.00% 4.50%
Discount Rate - December 31 4.50% 4.50%
Withdrawal Rate 2.00% 2.00%
Assumed increase in Employer Contributions actual expected”

D. Actuarial (Gain)/Loss

(Gain)/Loss on ABO as at January 1

- Prepaid Benefit/(Liability) as at January 1 1,535,617 1,554,847
- Past Service Cost - 22,416
- Unamortized (Gain)/Loss (218,905) 171,087
- Expected ABO 1,316,712 1,748,350
- Past Service Cost 24,658 -

- Actual ABO 1,656,408 1,748,350
- Total (Gain)/Loss on ABO 315,038 -

(Gain)/Loss on assets as at January 1

- Expected assets - =
- Actual assets - -
- (Gain)/Loss on assets - -

Total (Gain)/Loss as at January 1 96,133 171,087

10% of ABO as at January 1 165,641 174,835
Total (Gain)/Loss in excess of 10% - -

Expected average remaining service life (years) 11 10

Minimum Amortization for current year - -

Actual Amortization for current year 8,739 17,109
(Gain)/Loss on ABO at December 31 due to change in discount rate assumption

- Expected ABO - December 31 1,664,657

- Actual ABO - December 31 1,748,350

- (Gain)/Loss on ABO at December 31 83,693

Unamortized (Gain)/Loss at December 31 171,087 153,978

E. Amortization of Past Service Costs

Unamortized past service costs as at beginning of period 24,658 22,416
Period over which past service costs are to be amortized (years) 11 10
Actual Amortization for current period 2,242 2,242
Unamortized past service costs as at the end of period 22,416 20,175

* pased on estimated employer benefit payments for those expected to be eligible for benefits
** CICA Handbook Part V Section 3461 (Employee Benefits)

= For informational purposes only. Significant changes in 2012 such as re-negotiated benefits, changes to best estimate
assumptions, or significant demographic swings may require revised projections or a full actuarial review.



Welland Hydro-Electric System Corporation
ESTIMATED BENEFIT EXPENSE (IAS 19)

Discount Rate at January 1

Discount Rate at December 31

Health Benefit Cost Trend Rate at December 31
Initial Rate
Ultimate Rate
Year Ultimate Rate Reached

Dental Benefit Cost Trend Rate

Withdrawal Rate

Assumed Increase in Employer Contributions

A. Change in the Net Defined Benefit Liability/(Asset) Recognized in Balance Sheet

Net Defined Benefit Liability/(Asset) as at January 1

Defined Benefit Cost Recognized in Income Statement

Defined Benefit Cost Recognized in Other Comprehensive Income
Benefits Paid by the Employer

Net Defined Benefit Liability/(Asset) as at December 31

B. Determination of Defined Benefit Cost

B1. Determination of Defined Benefit Cost Recognized in Income Statement

Service Cost

- Current Service Cost
- Past Service Cost
Net Interest Cost

Defined Benefit Cost Recognized in Income Statement

5/17/2012

Projected** Projected™*
CY 2012 CY 2013
4.50% 4.50%
4.50% 4.50%
7.63% 7.25%
5.00% 5.00%
2020 2020
5.00% 5.00%
2.00% 2.00%
expected* expected*
1,702,589 1,699,730
120,187 121,855
(123,045) (135,842)
1,699,730 1,685,743
46,339 48,424
73,848 73,431
120,187 121,855

B2. Remeasurements of the Net Defined Benefit Liability/(Asset) Recognized in Other Comprehensive Income

Net Actuarial Loss/(Gain) arising from Changes in Financial Assumptions

Net Actuarial Loss/(Gain) arising from Changes in Demographic Assumptions
Return on Plan Assets (excluding amounts included in net interest cost)
Change in effect of asset ceiling

Defined Benefit Cost Recognized in Other Comprehensive Income

Total Defined Benefit Cost

C. Change in the Present Value of Defined Benefit Obligation

Present Value of Defined Benefit Obligation as at January 1
Current Service Cost

Past Service Cost

Interest Cost

Benefits Paid

Net Actuarial Loss/(Gain)

Present Value of Defined Benefit Obligation as at December 31

*based on estimated employer benefit payments for those expected to be eligible for benefits

120,187 121,855
1,702,589 1,699,730
46,339 48,424
73,848 73,431
(123,045) (135,842)
1,699,730 1,685,743

** For informationat purposes only. Significant changes in 2012-13 such as re-negotiated benefits, increased benefit costs, changes to best
estimate assumptions, or significant demographic swings may require revised projections/a full actuarial review.



Welland Hydro-Electric System Corporation
ESTIMATED BENEFIT EXPENSE (IAS 19)

Discount Rate at January 1

Discount Rate at December 31

Health Benefit Cost Trend Rate at December 31
Initial Rate
Ultimate Rate
Year Ultimate Rate Reached

Dental Benefit Cost Trend Rate

Withdrawal Rate

Assumed Increase in Employer Contributions

D. Calculation of Component Items

Service Cost
- Current Service Cost
- Past Service Cost

Interest Cost

- Net Defined Benefit Liability/(Asset) as at January 1
- Benefits Paid

- Accrued Benefits

- Interest Cost

Expected Present Value of Defined Benefit Obligation as at December 31
- Present Value of Defined Benefit Obligation as at January 1

- Current Service Cost

- Interest Cost

- Benefits Paid

- Expected Present Value of Defined Benefit Obligation as at December 31

E. Net Actuarial Loss/(Gain)

Net Actuarial Loss/(Gain) on Present Value of Defined Benefit Obligation as at December 31
- Expected Present Value of Defined Benefit Obligation

- Past Service Cost

- Expected Present Value of Defined Benefit Obligation (after Past Service Cost)

- Actual Present Value of Defined Benefit Obligation

- Net Actuarial Loss/(Gain) on Present Value of Defined Benefit Obligation

* based on estimated employer Benefits Paid for those expected to be eligible for benefits.

5/17/2012

Projected** Projected**
CY 2012 CY 2013
4.50% 4.50%
4.50% 4.50%
7.63% 7.25%
5.00% 5.00%
2020 2020
5.00% 5.00%
2.00% 2.00%
expected* expected*
46,339 48,424
1,702,589 1,699,730
(61,523) (67,921)
1,641,066 1,631,809
73,848 73,431
1,702,589 1,699,730
46,339 48,424
73,848 73,431
(123,045) (135,842)
1,699,730 1,685,743
1,699,730 1,685,743
1,699,730 1,685,743
1,699,730 1,685,743

** For informational purposes only. Significant changes in 2012-13 such as re-negotiated benefits, increased benefit costs, changes to best
estimate assumptions, or significant demographic swings may require revised projections/a full actuarial review.
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A

Date Issued: Dec. 17, 2008

WELLAND Date Revised:
HYDRO-ELECTRIC POLICIES & Approval,—
SYSTEM CORP. i e
PROCEDURES oo’

CORP2008-12-01

PURCHASING POLICY

OBJECTIVES / INTRODUCTION

Welland Hydro’s purchasing objectives are to provide in a reasonable and economic manner,
all equipment, materials, supplies and services required to construct, improve and
maintain the company's facilities and to maintain the reliability of the company's electric
service to the consumer. Welland Hydro's supply chain service representatives have
the responsibility to be informed of the actual or potential procurement requirements of
the company, to control the financial commitments, to negotiate within the procurement

policy.

Included in these responsibilities are:

e The assurance that sound judgment is exercised for the basic procurement
variables such as quality, quantity, sources of supply, delivery and price.

e The continuing evaluation of new sources of supply and assisting user
departments in finding new products, and new processes.

e The fostering and retention of good supplier relations through fair and ethical
dealings.

e The communication of market and business conditions to other personnel
The development of an awareness that effective procurement contributes to the
company success.

The Corporation has determined as a matter of policy that the lowest overall cost for the
corporation is most often received when competitive acquisition processes are used.
For that reason, competitive acquisitions will be the general rule and will be departed
from only in accordance with specific exceptions set forth in this policy.

SUPPLIER SELECTION AND BIDDING

Welland Hydro-Electric System Corporation will only deal with dependable and
responsible suppliers and contractors and pay a fair market price for the goods and
services required.




The following factors are to be considered (whenever applicable):

v' Financial responsibility v Safety record and agreement to work
| to Welland Hydro safety policies
v" Technical competence v Ability to provide certified parts and
service
v Production capacity v Agreement to maintain inventory if
requested
v/ Reasonable proximity v/ Quality assurance
v Delivery and service performance — v Minimize number of stock items
meet our project schedule
v/ Emergency requirements

COMPETITIVE BIDDING & PURCHASING METHODOLOGY

No person shall commit the company to agreements, licenses, contracts, and other
legally enforceable obligations unless authorized to do so by the board as detailed in
the SIGNING AUTHORITY POLICY.

The President and CEO and department heads are responsible for the implementation
of this policy to the extent they have been delegated purchasing authority by the board.
It is further the responsibility of the department head to share this document and all
related procedures and forms with all unit personnel who are involved in the purchasing
process. All goods and services must be purchased within approved department
budgets and are subject to approval in accordance with the SIGNING AUTHORITY

POLICY.
On purchases under $2,500, an attempt will be made to get 2 prices.
On purchases >$2,500 and <$10,000, an attempt will be made to acquire 3 prices.

On purchases > $10,000 and <$100,000 wherever possible, at least 3 suppliers should
be contacted to provide a quote to ensure the best value is obtained.

Purchases > $100,000 must have 3 supplier quotations or an authorized exemption
certificate must be submitted to finance. The exemption certificate must indicate why
the exemption is based on sole/single source purchase. The certificate must be
authorized by the President and CEO or alternate prior to purchase. Where the
estimated value of goods or services required exceeds $100,000 the purchase shall be
made by a request for tenders, written quotes, or Request for Proposal.

Cost for goods and or services that require purchase orders > $100,000 may not be
artificially partitioned into components costing less than $100,000 to circumvent the
competitive requirement.




CONFLICT OF INTEREST & CONFIDENTIALITY

Prices obtained from suppliers are intended for Welland Hydro use only. Pricing
information should not be divulged to Non Welland Hydro personnel or to competitive
suppliers. Employee or Board members shall not accept either directly or indirectly
from any potential or existing supplier of goods & services any gifts or favours unless
they are of small intrinsic value. Please refer to the confidentiality policy for further
details

PURCHASE ORDERS

Every purchase of goods or services shall be covered by a purchase order, except for
authorized petty cash purchases or employee expense statements.

A printed copy of the purchase order in standard format shall by signed by the
appropriate signing authority and given to the finance department. Any additional
copies are the responsibility of issuing department and hard copies should not be held
back from finance department once authorized. Upon receipt of goods, the manager or
designate shall check shipment with purchase order and advise the finance department
of any discrepancies.

Sole / Single Source Purchases

The purchases may, under one of the following conditions, be by sole source
procurement.

e When goods and services can be obtained only from one (1) person or firm.

o The expertise of an individual organization or individual is deemed to be
specifically required by the Corporation.

e When competition is precluded because of the existence of patent rights,
copyrights, secret processes, control of raw material or other such conditions.

e When it is the only product or service that has been approved by the Corporation
for use in the distribution system.

e When the procurement is for technical services in connection with the assembly
installation or servicing of equipment of a highly technical or specialized nature.

e When the procurement is for parts or components to be used as replacement in
support of equipment specifically designed by the manufacturer.

e The contractor is already at work on the site (based on an existing Purchase
Order) and it would not be practical to engage another contractor.

o Specific Health and Safety items as approved by the Safety Supervisor.
Emergency or regulatory requirements require immediate attention.

Quotation purchases / Bid Solicitation
(A) Under one of the following conditions, purchase by negotiating with one or more

sources or bidders may occur. Also, under the following conditions the
requirements for inviting tenders and formal quotations may be waived;




e The goods or services are in short supply due to market conditions.

e Two or more identical bids have been received.

All Bids received failed to meet the specifications and / or tender terms and
conditions and it is impractical to recall tenders or formal quotations.

e Certain professional services which require specialized technical knowledge to
ensure compliance with structural civil, environmental or other regulatory
standards, or which are critical to the corporation's information technology
support systems.

(B)  All Bids solicited for tender will follow a procedure for opening of sealed tenders.

e Tenders shall be opened in the presence of two witnesses.

e Prior to the opening of tenders the applicable department representative shall
advise the President & Director of Finance as to the description of the tenders
and the time and place of the opening.

e Request for tenders shall state that tenders will be received not later than time
specified, local time on a specific day.

The Board of Directors will pre authorize major capital projects not included in the
Capital Budget which is not considered part of the normal operations of the corporation.
i.e. Office Building , etc.

The awarding of the tender will be in favour of a bidder meeting specifications, terms
and conditions of the tender, meet safety requirements, and whose tender offers the
lowest ultimate cost to the corporation for the goods, equipment or services with due
consideration of the importance of delivery, quality, service and price.

Passed by the Board of Directors at its December 17, 2008 meeting.
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Deloitte

4210 King Street East
Kitchener ON N2P 2G5
Canada

Tel: 519-650-7600
Fax: 519-650-7601
www.deloitte.ca

June 22, 2012

Private and confidential
Via courier

Ross Peever

Welland Hydro Electric System Corp.
950 E Main St

PO Box 280

Welland ON L3B 5P6

Dear Mr. Peever:

We enclose the following corporate income and capital tax returns for Welland Hydro-Electric System
Corp. in respect of its fiscal year ended December 31, 2011:

o Form T183 Information Return for Corporations Filing Electronically

o RC59 Business Consent (Federal Filing — NIL Return)

« Ontario Corporations Tax — Authorizing or Cancelling a Representative (Ontario Filing — PIL Return)

e T2 Corporation Income Tax Return (Ontario Filing — PIL Return)

«  One bound copy of the above for your files including a copy of the Form T2 Corporate Income Tax
Return (Federal Filing — NIL Return) to be submitted electronically '

Filing instructions

The returns have been prepared based on information provided by management. Please review them to
ensure they are accurate and complete to the best of your knowledge. Once you are comfortable with
the contents of the returns, certain pages need to be signed prior to the returns being filed. In each case,
the page that requires signing has been flagged. Please sign the page, remove the flag and forward the
returns and forms as indicated on the enclosed filing instructions.

Schedule 546 contains the Corporations Information Act Annual Return for Ontario Corporations, which
is required to be updated annually. Please ensure you review the Schedule 546 and accompanying
schedules 547 and 548 as applicable, which are used to update the public data base of corporate
information. It is important that these schedules be accurate and filed on a timely basis, as failure to file
may result in an involuntary dissolution of the corporation. No changes to your corporate information
have been reported. Please review the Schedules carefully for completeness and accuracy before filing
and contact us if any information is incomplete.

We have indicated the expected refund in respect of each corporate tax return in the enclosed filing
instructions. We have requested a refund of the balance to the corporation.

Membre de / Member of Deloitte Touche Tohmatsu Limited
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Authorization letters
In respect of the corporate tax returns listed above there is a business consent form to be signed. Your

corporation’s tax records cannot be discussed without your written permission. Your signature now will
allow us to provide you with efficient service in the event your return is reassessed.

We have also provided a copy of the business consent forms to be retained at our office. Please sign these
forms and return them to this office in the enclosed stamped self-addressed envelope.

Form T661 — Scientific Research and Experimental Development (SR&ED) Expenditures Claim
Form T661, as well as summary cost information and detailed project descriptions are included with the
Ontario PIL filing. Though administered by the Ontario Ministry of Finance, we have placed Form T661
and attachments on top of the T2 return In accordance with Canada Revenue Agency requirements.

Federal SR&ED Investment Tax Credits (ITC’s) are anticipated as follows:

ITC at beginning of year $ -
Add: Total current year ITC 28,430
Less: ITC deducted from tax payable (28,430)

Less: ITC carried back to preceding year(s) -
Less: Refund of ITC -

ITC closing balance $ -

In completing the corporate tax return, we have entered your claim for SR&ED activities and
expenditures based on the information provided by your service provider. Our review of the information
was limited to reviewing the input for completeness of the information entered. No attempt was made to
verify reasonableness or accuracy of the claim amounts or technical representations.

Instalments _
The attached schedule shows the recommended'minimum payments necessary to avoid interest charges

for deficient instalments, assuming;:

1. that the 2012 taxable income and capital will not be less than that of the preceding year;
that the taxable income and capital of the preceding year, 2011, is not later determined to be different
from that declared on the accompanying tax returns; and

3. that the dividend declared and dividend refund received will not be less than that of the preceding
year.

If you anticipate a lesser amount of taxable income and capital or dividend refund for the current year,
2012, you should contact us to consider amending your instalment payments.

To the extent the instalments paid to date are less than the instalments required to date you should remit
an instalment to correct the deficiency. Non-deductible interest is charged for late or deficient tax
instalments. In addition to the non-deductible interest, substantial penalties may be levied for failure to
pay adequate instalments on a timely basis. To avoid non-deductible interest and penalty charges, we
recommend that the required instalment payments be made on a timely basis.
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Assessments
Please forward to us copies of all assessment and reassessment notices you receive in respect of the above
company. This will enable us to advise you promptly if any action is required.

If you have any questions in regards to the above, please do not hesitate to contact us.

Yours very truly,

ezl 2—

Daryl W. Hanstke
Partner, Tax
Deloitte & Touche LLP

Enclosures
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Canada Revenue
Agency du Canada

EXEMPT FROM TAX

This form serves as a federal, provincial, and territorial corporation income tax return, unless the corporation is located in
Quebec or Alberta. If the corporation is located in one of these provinces, you have to file a separate provincial

corporation return.

\ll legislative references on this return are to the federal Income Tax Act. This return may contain changes that had not yet

yecome law at the time of publication.

Send one completed copy of this return, including schedules and the General Index of Financial Information (GiF1), to your
‘ax centre or tax services office. You have to file the return within six months after the end of the corporation’s tax year.

“or more information see www.cra.gc.ca or Guide T4012, T2 Corporation — Income Tax Guide.

Agence du revenu

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF.
86375 9692 RC0001

200

T2 CORPORATION INCOME TAX RETURN

Do not use this area

r Identification

Business Number (BN)

[Tl 86375 9692 RCDOOL

Corporation's name

‘ WELLAND HYDRO ELECTRIC SYSTEM CORP.

Address of head office
Has this address changed since the last
time we were notified?

(If yes, complete lines 011 to 018.)

950 EAST MAIN STREET

1Yes|:| 2No|_Y_|

kPl P.O. BOX 280

City
WELLAND

Province, territory, or state

016 KoL

Country (other than Canada)

Postal code/Zip code

F¥ 1385Ps

Has this address changed since the last
time we were notified?
(if yes, complete lines 021 to 028.)

Mailing address (if different from head office address)

B tves[ | 2nNo[X]

To which tax year does this return apply ?

Tax year start ‘ Tax year-end
[ 2011-01-01 2011-12-31
YYYY MM DD YYYY MM DD

Has there been an acquisition of control

to which subsection 249(4) applies since

the previous taxyear? .. .......... m 1 Yes D 2 No
If yes, provide the date

controf was acquired
YYYY MM DD

Is the date on line 061 a deemed tax year-end according to:

subparagraph 88(2)(@)(\)? .. ... ... 1 Yes H 2 No
subsection 249(3.1)? ... ... ... (1[4 1 Yes 2No | X

Is the corporation a professional
corporation that is a member of

apartnership? . ............... 1Yes []

Province, territory, or state

2 No
Is this the first year of filing after:
Incorporation?

............... 1Yes H 2 No %
Amalgamation? ... .......... .. (rgll 1 Yes 2No | X

If yes, complete lines 030 to 038 and attach Schedule 24.

Country (cther than Canada)

Postal code/Zip code

028 ]

Location of books and records

Has the location of books and records
changed since the last time we were
notified?
1f yes, complete lines 031 to 038.)
{ # 950 EAST MAIN STREET

m 1Yesl:l 2 No EI

Has there been a wind-up of a

subsidiary under section 88 during the
current tax year?
If ves, complete and attach Schedule 24.

2No

Is this the final tax year
before amalgamation?

2 No |_Y_|

Is this the final return up to
dissolution?

2Ne [X]

k¥l P.O. BOX 280

l City
1&6] WELLAND

Province, territory, or state

(036 JelY

If an election was made under
section 261, state the functional
currency used

Country (other than Canada)

Postal code/Zip code

B 1385P6

1 X Canadian-controlled
private corporation (CCPC)

‘ Other private
2 D corporation

Public
i D corporation

Kit: (3 Type of corporation at the end of the tax year

Corporation controlled
4 D by a public corporation

] Other corporation
= u (specify, below)

Is the corporation a resident of Canada?

; X If no, give the country of residence on fine
1Yes D : NOD 081 and complete and attach Schedule 97.

Is the non-resident corporation
claiming an exemption under

anincome tax treaty? . .......... 1 Yes D

If yes, complete and attach Schedule 91.

2No®

‘ If the type of corporation changed during
the tax year, provide the effective
date of the change.

YYYY MM DD

If the corporation is exempt from tax under section 149,
tick one of the following boxes:

m 1 Exempt under paragraph 149(1)(e) or (I)
2 Exempt under paragraph 149(1)(j)
3 Exempt under paragraph 149(1)(t)
4 | X| Exempt under cther paragraphs of section 149

|

Do not use this area

101
I:tﬂ

rE@)
_wRPORATE TAXPREP / TAXPREP DES SOCIFTES - EP17
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Financial statement information: Use GIF! schedules 100, 125, and 141.
Schedules — Answer the following questions. For each yes response, attach the schedule to the T2 return, unless otherwise instructed.

‘ Is the corporation related to any other corporations? . . . . . . L e s
Is the corporation an associated CCPC? . . . L 0 0 e e e s
Is the corporation an associated CCPC that is claiming the expenditure imit? . .. .. o o oo s
Does the corporation have any non-resident shareholders? . . . . . . . . e e

Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,
other than transactions in the ordinary course of business? Exclude non-arm's length transactions with non-residents ... ... .. .. ..

If you answered yes to the above question, and the transaction was between corporations not dealing at arm's length,
were all or substantially all of the assets of the transferor disposed of to the transferee? . ... ...... ... .. ... ..

Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada? ............. ... ..
Is the corporation claiming a deduction for payments to a type of employee benefit plan? .. ... ... ... .. .o Lo
Is the corporation claiming a loss or deduction from a tax shelter acquired after August 31, 19897 . . ... .. ... .. ... oo ve o
is the corporation a member of a partnership for which a parinership identification number has been assigned? .. ...............

Did the corporation, a foreign affiliate controlled by the corporation, or any other corporation or trust that did not deal at arm's length
with the corporation have a beneficial interest in a non-resident discretionary trust (without reference to section94)? ... .........

Did the corporation have any foreign affiliates during the year? . . . . . .. o e e
Has the corporation made any payments to non-residents of Canada under subsections 202(1) and/or 105(1)
of the federal Income Tax Reguiations? . . . o o i i i e e e e e e e e e e e

Has the corporation had any non-arm's length transactions with a non-resident? . . .. ... ... o o e

For private corporations: Does the corporation have any shareholders who own 10% or moare of the corporation's
common and/or preferred Shares? . . . L. L L e e e e e e e e e e e e e e

Has the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year?
is the net income/loss shown on the financial statements different from the net income/loss for income tax purposes? ~ .............

Has the corporation made any charitable donations; gifts to Canada, a province, or a territory;
jifts of cultural or ecological property; or gifts of medicine? . . . . . . L e e e e

+as the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? ... ............. ..
Is the corporation claiming any type of 10SSES? . . . . e e e e e e e

Is the corporation claiming a provincial or territorial tax credit or does it have a permanent establishment
nmore than one JURSAICHON? . L . . o e e e e e e e e e e s

Has the corporation realized any capital gains or incurred any capital losses during the taxyear? . ....... .. ... . ... ...

i) Is the corporation claiming the small business deduction and reporting income from: a) property (other than dividends deductible on
line 320 of the T2 return), b) a partnership, c) a foreign business, or d) a personal services business; or
i) does the corporation have aggregate investment income at line 4407 . . . . . . .. o e e e

- Joes the corporation have any property that is eligible for capital cost allowance? . ... .. ... .. 0 i e
Does the corporation have any property that is eligible capital property? . . . . .. e
Joes the corporation have any resource-related deductions? . . . . . . ... e e
s the corporation claiming deductible reserves? . . . . . L e e e e e e e e e e e
Is the corporation claiming a patronage dividend deduction? . . . . . L e e e e
Is the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional deduction? ~ ...........
s the corporation an investment corporation or a mutual fund corperation? . .. .. L. Lo o e
is the corporation carrying on business in Canada as a non-resident corporation? . ........ .. ... ... . L L i
is the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax credits? .. ...........
Joes the corporation have any Canadian manufacturing and processing profits? . . ... .. .. .. . L e
s the corporation claiming an investment tax credit? . . . . L e e e e e s
|s the corporation claiming any scientific research and experimental development (SR&ED) expenditures? .. .. .. ... .. . ... ... ..
‘s the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,0007 . ...... ... ... ...
s the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,000? ... ...........
Is the corporation claiming a surtax credit? . . . . L L e e e s

‘ Is the corporation subject to gross Part VI tax on capital of financial institutions? . . .. ... ... . o o L o oo
s the corporation claiming a Part | tax credit? . . . L. e

s the corporation subject to Part V.1 tax on dividends received on taxable preferred shares or Part VI.1 tax on dividends paid?

Is the corporation agreeing to a transfer of the liability for Part VI.1tax? ... . . 0 e
s the corporation subject to Part Il - Tobacco Manufacturers' surtax? .. .. oo e s

~or financial institutions: Is the corporation a member of a related group of financial institutions with one or
more members subject to gross Part VItax? . . . . . e e e e e s

Is the corporation claiming a Canadian film or video production tax credit refund? .. .. ... . .. o oo
s the corporation claiming a film or video production services tax credit refund? . . .. .. L o e
s the corporation subject to Part X1I1.1 tax? (Show your calculations on a sheet that you identify as Schedule 92.)

WELLAND HYDRO ELECTRIC SYSTEM CORP

86375 9692 RC0001

Yes Schedule

X]
.

[]
]
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T5004

T5013

22
25

29
T106

50

39
T1131
T1177
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rAﬁachments — continued from page 2 — = = “Yes Schedule
Did the corporation have any foreign affiliates that are not controlled foreign affiliates? ... ... ... . o o ool | T1134-A
Did the corporation have any controlled foreign affiliates? . . . . . . . .. L L e | | T1134-B
Did the corporation own specified foreign property in the year with a cost amount over $100,0007 ... .. ... ... .. .. o oL | T1135
Did the corporation transfer or loan property to a non-resident trust? . . .. ... L e | T4
Did the corporation receive a distribution from or was it indebted to a non-resident trustinthe year? . ... ... . ... o oo | T1142
Has the corporation entered into an agreement to allocate assistance for SR&ED carried out in Canada? . ... ...... .. ... ...... || T1145
Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts? .. ... ..... | | T1146
Has the corporation entered into an agreement with other associated corporations for salary or wages of specified employees for SR&ED? | | T1174

, Did the corporation pay taxable dividends (other than capital gains dividends) in the taxyear? ... ... ... ... ... ... . ... | X 55

‘ Has the corporation made an election under subsection 83(11) nottobe a CCPC? . . . ... . . i i | | T2002
Has the corporation revoked any previous election made under subsection 89(11)7 . . ... . .. oo e | | T2002
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its —

general rate income pool (GRIP) change inthetaxyear? . . . . . e e Lt | X | 53
Did the corporation (other than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP) change in the tax year? R 263 (I 54

- Additional information

|Did the corporation use the International Financial Reporting Standards (IFRS) when it prepared its financial statements? e 1Yes E’ 2 No F{
280, X

IS the corporation INACHIVE? . v o v v v e e e e e e e e e e e e e e e 1Yes 2 No

What is the corporation's main

[revenue—generating business activity? ... .. 221122  Electric Power Distribution US

Specify the principal product(s) mined, manufactured, v 78 POWER DISTRIBUTION

sold, constructed, or services provided, giving the 286

approximate percentage of the total revenue that each

product or service represents. 288

Did the corporation immigrate to Canada during the taxyear? . ... .. . ... i i s e e e
Did the corporation emigrate from Canada during the taxyear? .. . ... . . L i e e e e e
Do you want to be considered as a quarterly instalment remitter if you are eligible? . . ... ... .. o oo in s

If the corporation was eligible to remit instalments on a quarterly basis for part of the tax year, provide
the date the corporation ceased tobe eligible . . . . . .. . s e s

llf the corporation's major business activity is construction, did you have any subcontractors during the tax year?

-Taxable income
Net income or (loss) for income tax purposes from Schedule 1, financial statements, or GIFL. . . . . ... ... ... . ... m 783,003 A

| Deduct: Charitable donations from Schedule2 . . .. .. .. ... .. .. i
Gifts to Canada, a province, or aterritory from Schedule2 . . ... ......... ...
Cultural gifts from Schedule 2 . . . . .. .. ... e
[ Ecological gifts from Schedule2 . . ... ... ... .. . . i

Gifts of medicine from Schedule 2 . . . . . . . . . . e
Taxable dividends deductible under section 112 or 113, or subsection 138(6)
‘ fromSchedule 3 . . . . . . e e e e e e e

Part V1.1 tax deduction™ . . . . .. .. e e s
Non-capital losses of previous tax years from Schedule4 . ... .............
Net capital losses of previous tax years from Schedule4 .. ... ... ... .. ..
‘ Restricted farm losses of previous tax years from Schedule4 .. ... .........
Farm losses of previous tax years from Schedule4 ... ... .. ... .. .00

Limited partnership losses of previous tax years from Schedule4 . ... ... ......
‘ Taxable capital gains or taxable dividends allocated from

acentralcreditunion . .. ... L e e e
Prospector's and grubstaker's shares . . ... .. ..o L oo il o n i

Subtotal 35,944 » 35,944 B
‘ Subtotal (amount A minus amount B) (if negative, enter "0") 747,055 ¢

Add: Section 110.5 additions or subparagraph 115(1)(a)(vii) additions . . . . ... .. . oo oo D
Taxable income (amount C plus amount D) . . . . o o e e

747,059

Income exempt under paragraph 149(1)(1) . . . . . e e
Taxable income for a corporation with exempt income under paragraph 14S(1)() (line 360 minus line 370) .. .........

*This amount is equal to 3.2 times the Part VI.1 tax payable at line 724 on page 8. Use 3.5 for tax years ending after 2011.

_URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 3
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-~ Small business deduction ——————
' Canadian-controlled private corporations (CCPCs) throughout the tax year

Income from active business carried on in Canada from Schedule 7 . . . . . . . oo c e s 'E 783,003 A I
‘Taxable income from fine 360 on page 3, minus 100/28~ 3.37312 of the amount on line 632™ on page 7, minus
1/(0.38 - X***)  3.77358 times the amount on line 636***~ on page 7, and minus any amount that, because of g
federal law, is exempt from Part 118X . ... .. L R OB 40'5 B
‘ Business limit (see notes 1 and 2 bIOW)  « . L. e e e m 500,000 ¢
Notes:
1. For CCPCs that are not associated, enter $ 500,000 on line 410. However, if the corporation's tax year is less than 51 weeks,
‘ prorate this amount by the number of days in the tax year divided by 365, and enter the result on line 410.
2. For associated CCPCs, use Schedule 23 to caiculate the amount to be entered on line 410.
‘ Business limit reduction:
amount G 500,000 x [EREG ** 52,371 D e 5 G SR S S S e 2,327,600 E
. 11,250
‘ Reduced business limit (amount C minus amount E) (if negative, enter "0%) ... v o s m F|
Small business deduction
Amount A, B, C, or F, whichever is the least X 17 %6 2 siiwiw va s ene wey ee my a4 m___—__ G|

Snter amount G on line 1 on page 7.
* 10/3 for tax years. ending before November 1, 2011. The result of the multiplication by line 632 has to be pro-rated based on the number of days in the
tax year that are in each period: before November 1, 2011, and after Octcber 31, 2011.
‘ ** Calculate the amount of foreign non-business income tax credit deductible on line 632 without reference to the refundable tax on the CCPC's
investment income (line 604) and without reference to the corporate tax reductions under section 123.4.
=*x General rate reduction percentage for the tax year. It has to be pro-rated based on the number of days in the tax year that are in each calendar year.
See page 5.
=% Cgleulate the amount of foreign business income tax credit deductible on line 636 without reference to the corporation tax reductions under section 123.4.

*kxx | arge corporations
e If the corporation is not associated with any corporations in both the current and previous tax years, the amount to be entered on line 415 is:
(Total taxable capital employed in Canada for the prior year minus $10,000,000) x 0.225%.
| e if the corporation is not associated with any corporations in the current tax year, but was asscciated in the previous tax year, the amount to be
entered on line 415 is: (Total taxable capital employed in Canada for the current year minus $10,000,000) x 0.225%.
® For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.

LurRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page
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WELLAND HYDRQ ELECTRIC SYSTEM CORf
86375 9692 RCOQC

— General tax reduction for Canadian-controlled private corporations
Canadian-controlled private corporations throughout the tax year

Taxable income from line 360 0N PAGE 3* . . . . . e e e e s s B
Lasser of amounts V and Y (line Z1) from Part 8 of Schedule27 .. .. ... ... ... B
Amount QQ from Part 13 of Schedule 27 . . . . . . . e e e (C;
Personal service busingss iNCOME™ . . . . . . . . it i e D
Amount used to calculate the credit union deduction from Schedule 17 . . . .. ... oo oo =
Amount from line 400, 405, 410, or 425 on page 4, whichever is theleast . .. ... ... ....... o F
Aggregate investment income from line 440 on page 6** . . . ... ..o G
Total of amounts B0 G . . .. e e e e e e e e | H
IAmount A minus amount H (if negative, enter "0") ... L s e I
Number of days in the tax year after
Amount | X December 31, 2008, and before January 1, 2010 X 9% = J
‘ Number of days in the tax year 365
Number of days in the tax year after |
Amount | X December 31, 2009, and before January 1, 2011 X 0% = K
Number of days in the tax year 365
‘ : Number of days in the tax year after
Amount | X December 31, 2010, and before January 1, 2012 365 x 11.5% = L
Number of days in the tax year 365
Number of days in the tax year after
Amount | X December 31, 2011 X 13% = M
Number of days in the tax year 365
General tax reduction for Canadian-controlled private corporations — Total of amounts JtoM . . ................. N
Enter amount N on line 638 on page 7. :
* For tax years ending after October 31, 2011, line 360 or amount Z, whichever applies.
** For tax years beginning after October 31, 2011.
I =+ Except for a corporation that is, throughout the year, a cooperative corporation (within the meaning assigned by subsection 136(2)) or a credit union.
-General tax reduction
Do not complete this area if you are a Canadian-controlled private corporation, an investment corporation, a mortgage investment corporation,
|a mutual fund corporation, or any corporation with taxable income that is not subject to the corporation tax rate of 38%.
Taxable income from page 3 (line 360 or amount Z, whichever applies) . . ... ... . e e
Lesser of amounts V and Y (line Z1) from Part 9 of Schedule27 . . .. ... . i P
Amount QQ from Part 13 of Schedule 27 . .. . . .. . i i e G EE R RS Q
Sersonal service business INCOME* . . . . . o v i it it i it it e e e e m R
Amount used to calculate the credit union deduction from Schedule 17 ... .. ... oo S
Total of MOUNES P10S o o v v v e ittt e e e e s > T
Amount O minus amount T (if negative, enter "0") . . .o L i e e r s e e s e e e e u
Number of days in the tax year after
|Amount u X December 31, 2008, and before January 1, 2010 X 9% = V
Number of days in the tax year 365
Number of days in the tax year after
Amount U X December 31, 2009, and before January 1, 2011 X 10% = W
Number of days in the tax year 365
Number of days in the tax year after
_Amount U X December 31, 2010, and before January 1, 2012 365 x 11.5% = X
Number of days in the tax year 365
‘ Number of days in the tax year after
Amount U X _ December 31, 2011 X 13% = Y
Number of days in the tax year 365
‘ General tax reduction — Total of amounts VI0Y . i vt o it it vt v s e e e e e e e e s e e e e z
Enter amount Z on line 639 on page 7.
* For tax years beginning after October 31, 2011,
Page
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Refundable portion of Part | tax = -
Canadian-controlled private corporations throughout the tax year
Aggregate investment income . . .. .. .. m B X 26 21 3% = e A
‘from Schedule 7
“oreign non-business income tax credit from line 632 onpage 7 . ... cn i e e =
Deduct:
Foreign investment income .. . .. .. ... m x 96 1/ 3% =
‘rom Schedule 7 (if negative, enter "0") > B
‘Amount A minus amount B (if negative, enter "0") . .. e e s e e e e e c
Taxable income from liNe 360 0N PAgE 3 . o« v vt v i o e e 747,059
Deduct:
‘ Amount from line 400, 405, 410, or 425 on page 4,
whicheveristheleast . .. ... . . .. . e
Foreign non-business .
income tax credit 25/8
‘ from line 632 on page 7 x 25/ 9 =
Foreign business income "
tax credit from line 636 on 1(0.38 - X™)
PEAET . . i X 3.77358 =
| >
747,059
X 26 2/ 3% = 199,216 p
‘ Part | tax payable minus investment tax credit refund (line 700 minus line 780 from page 8) .. ... .. . i e E
Refundable portion of Part | tax — Amount C, D, or E, whichever is theleast .. .......... ... .. ... m F
* 100/35 for tax years beginning after October 31, 2011.
** General rate reduction percentage for the tax year. It has to be pro-rated.
Refundable dividend tax on hand
‘ Refundable dividend tax on hand at the end of the previous taxyear . .. ... ... .. 000 460
deduct: Dividend refund for the previous taX YEar . - .« o« v v v i n i e e 465
> G
Add the total of:
‘ Refundable portion of Part | tax from line 450 above . . . .. ... ... .. .o
Total Part IV tax payable from Schedule 3~ . .. . ... ... . o i e
Net refundable dividend tax on hand transferred from a predecessor corporation on
\ amalgamation, or from a wound-up subsidiary corporation . ... ... e oo 480
| 4 H
Refundable dividend tax on hand at the end of the tax year — Amount G plus amountH . . .. ... ..o oo m
L
— Dividend refund
Srivate and subject corporations at the time taxable dividends were paid in the tax year
Taxable dividends paid in the tax year from line 460 on page 2 of Schedule3 . ........... 650,000 x 1/ 3 216,667 |
Refundable dividend tax on hand at the end of the tax year from line 485 above . . . . . .. .o a i J
| Dividend refund — Amount | or J, whichever is less (enter this amount on line 784 onpage 8) . ... . ...
VERSION 2012 V1.1 Page 6
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r Part | tax—
Base amount of Part | tax — Taxable income from page 3 (line 360 or amount Z, whichever applies) multiplied by 38 % EELE A
Recapture of investment tax credit from Schedule 31 . ... ... ... L 602 08 B
‘ Calculation for the refundable tax on the Canadian-controlled private corporation’s (CCPC) investment income
(if it was a CCPC throughout the tax year)
Aggregate investment income from line 440 0npage€ ... ... oo i
‘ Taxable income from line 360 onpage 3 . . .o oo v v o 747,059
Deduct:
Amount from line 400, 405, 410, or 425 on page 4, whichever
istheleast . .. .. ... i e e
‘ Netamount . . . .. . e s 747,059 p» 747,059 ji
Refundabie tax on CCPC's investment income - 6 2 / 3 % ofwhicheverisless:amountiorii . ........... m C
| Subtotal {add lines A to C) D
Deduct:
Small business deduction from line 430 onpaged . . . .. . .o e i o e e e e e 1
Federal tax abatement . . . . . . . . ... e e e e 608
Manufacturing and processing profits deduction from Schedule 27 . ... .. oo 616 -
Investment corporation degUEHON . . .o vt u i e e e e e e 620
Taxed capital gains
Additional deduction — credit unions from Schedule 17 . .. ... oo i o c e
Federal foreign non-business income tax credit from Schedule 21
Federal foreign business income tax credit from Schedule 21
General tax reduction for CCPCs fromamountNonpage5 . ... . ... ..o enreroas
General tax reduction fromamountZonpage5 . . . . .. e e e e e e e
Federal logging tax credit from Schedule 21 .. . . . ... i i e e
Federal qualifying environmental trust tax credit . . . . . .. ..o
Investment tax credit from Schedule 31 . . . . . . . L i e e e
[ » E
Part | tax payable —Line D minusS INE B . . . . .0 ittt i o e e e e e F
| Enter amount F on line 700 on page 8.

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 7



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9682 RCO001

rSummary of tax and credits — —
Federal tax

Part | tax payable from page 7 . i e e ek e e e e e e e e e e e s

Part Il surtax payable from Schedule 46 . . . . . L e e e e e e e e e s e e e
Part lIl.1 tax payable from Schedule 55 . . 0 . 0 i i e e e e e e e e

Part IV tax payable from Schedule 3 . . L . . e e e e e e e
Part IV.1 tax payable from Schedule 43 . . . . . . e e e e
Part VI tax payable from Schedule 38 . . . . . . . e e e e e

Part VI.1 tax payable from Schedule 43 . . . . . . e e e e e s
Part XIlI.1 tax payable from Schedule 92 . . . . 0 e e e e e e e e e e e e e

Part XIV tax payable from Schedule 20 . . . . o i e e e e e e e e b e e e e e e

Total federal tax

Add provincial or territorial tax:

Provincial or territorial jurisdiction . . . &M ON
(if more than one jurisdiction, enter "muitiple" and complete Schedule 5)

Net provincial or territorial tax payable (except Quebec and Alberta) . . ... . ... ........ 760
Provincial tax on large corporations (Nova Scotia Schedule 342) ... ... ... ... .. 765

>

’ Deduct other credits: Total tax payable 44

Investment tax credit refund from Schedule 31 . . . . . . . e e
Dividend refund frompage 6 . . . . . . . . . e i e e

‘ Federal capital gains refund from Schedule 18 . . . . . . . .. o i e e e
Federal qualifying environmental trust tax creditrefund . . . .. ... Lo e o s
Canadian film or video production tax credit refund (Form T1131)

l Film or video production services tax credit refund (Form T1177)
Taxwithheld at source . . . ... .. e e e e e e e s
Total payments on which tax has been withheld . . . ... ...
Provincial and territorial capital gains refund from Schedule 18 . .. . ....... ... .....

| Provincial and territorial refundable tax credits from Schedule 5 . . .. .. ... ... ... ...

Taxinstalments paid . .. . . . ... . e e e e e 340
Total credits il »

\ Refund code Overpayment ‘—I— Balance (line A minus line B)

‘ . : If the result is negative, you have an overpayment.
\\i\ Direct deposit request If the result is positive, you have a balance unpaid.

To have the corporation's refund deposited directly into the corporation's bank Enter the amount on whichever line applies.

account at a financial institution in Canada, or to change banking information you

already gave us, complete the information below: Generally, we do not charge or refund a difference

. . of $2 or less.

‘ i EI Start l:| Change information

m m Branch number Balanceunpaid .........

Institution number Account number Enclosed payment

If the corporation is a Canadian-controlled private corporation throughout the tax year,

does it qualify for the one-month extension of the date the balance of taxis due? . ..................... 1Yes D 2 No E]

Certification

, BEN]  PEEVER EEI RrOSs EEZ] PRESIDENT o

Last-name in block letters First name in block letters Position, office, or rank

am an authorized signing officer of the corporation. | certify that | have examined this return, including accompanying schedules and statements, and that
the information given on this return is, to the best of my knowledge, correct and complete. | also certify that the method of calculating income for this tax
year is consistent with that of the previous tax year except as specifically disclosed in a statement attached to this return.

Bt 2012-06-25 E&d (905) 732-1381
\ Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation Telephone nqﬂber
I Is the contact person the same as the authorized signing officer? If no, complete the information below . ... ... .. ‘ 1 Yes IE 2 No ‘_|
Wayne Armstrong _ EE (905) 732-1381
Name in block letters Telephone number

r Language of correspondence — Langue de correspondance

Indicate your language of correspondence by entering 1 for English or 2 for French. m [ [
Indiquez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour frangais. 1

L

Privacy Act, Personal Information Bank number CRA PPU 047

L <PORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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HESC - NIL 2011.211
12-06-25 14:47

4 By Canada Revenue Agence du revenu
#’ Agency du Canada

Form identifier 100

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP

GENERAL INDEX OF FINANCIAL INFORMATION - GIF}

86375 9692 RCO001

SCHEDULE 100

Name of corporation - Business Nun;t;er Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31
Balance sheet information
Account Description GIFi Current year Prior year
[
-Assets
Total CUITENE SSEIS .« « v o v e v ot e e e e e e e e e s i 13,306,901 16,066,586
J Total tangible capital assets . . . . ... e + 25,361,408 24,292,609
Total accumulated amortization of tangible capital assets T
Total intangible capital 8SSets - . . .. il
Total accumulated amortization of intangible capital assets -
| Total long-term @ssets  +w i sv e an o w B e s s e s e e e e e i 3,019,854 3,137,848
*Assets held INTIUSt o . oo ittt i e i e e s e &
| Total assets (mandatory field) . . . ... . ... iiiii i = 41,688,163 43,497,043
-Liabilities
Total current IabiliIES & . v v v v v v e e e e e e e e e e e e e e it 4,776,607 6,236,345
| Total long-term liabiliies . o v v o oo v et e e e + 22,886,640 23,492,099
*Subordinated debt .. i il i e e e e s i
_ *AMOUNES NEID INIFUSE & v v vt v e ot e it e b e e e e e s +
' Total liabilities (mandatory field) . . . . ... . v = 27,663,247 29,728,444
‘Shareholder equity
Total shareholder equity (mandatory field) . . .. .o oo e oo m i 14,024,916 13,768,599
l Total liabilities and shareholder equity . . . . - v o oo i ci vt oin e v e s m . 41,688,163 43,497,043
‘Retained earnings
Retained earnings/deficit — end (mandatory field) . . ... ...... ... ... ... 3849 441,578 185,261
|

* Generic item

LURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17

VERSION 2012 V1.1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9692 RC0O001

Current Assets SCHEDULE 100

‘orm identifier 1599 -

‘ Account Description GIFi Current year Prior year
Cash and deposits
 *Cashanddeposits 5% i i 5 s et Gk WS G SN 45 ¥R DR GIEE B3 A B3 w0 1000 5,682,567 7,331,442
Cash and deposits ;.4 sx wd sl sl o a0s 3% & W T ales e s es a + 5,682,567 7,331,442
Accounts receivable
* ACCOUNS MECEIVADIE = & o oo o v et e e e e e e e e m 7,156,262 8,321,610
ACCOUNES TECIVADIE .« . v v v o it et e e e e e e e e e + 7,156,262 8,321,610
nventories |
" INVEMIONES e s mimrs 2oe sitn . srceseptein wsi s g e Spm syt e um A BF B R 3 1120 396,754 321,394
INVENEOTIES & o v v ot v i e vt et e e e e e e e e e e + 396,754 321,394
Jther current assets :
Prepaid EXPENSES . v mum b vor Wik GG EE B4 5 B W g i SRR S VA B S S 1484 71,318 92,140
Other CUITENE @SSELS o 4 . o v v v v v e oo e v e e e et i a e s e e + 71,318 92,140
Total cUrTENt @SSEtS . & v v a v wia i s 50 5ia ¥% w0 e e e ae e e e m a 13,306,901 16,066,586 :

* Generic item

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9692 RC0001

Tangible Capital Assets and Accumulated Amortization

‘orm identifier 2008/2009

SCHEDULE 100

Tangible Accumulated

[ Account Description GIFi capital assets amortization Prior year
Other tangible capital assets
* Other tangible capital assets . - . . v o0 e 1900 [ 25,361,408 24,292,609
Total 25,361,408
Total tangible capitalassets . . ... ..........- 2008 8 25,361,408 24,292,609

Total accumulated amortization of tangible _
capitalassets .. .... ... ... .o 2009

Generic item

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC00Q1

SCHEDULE 100

4ESC - NIL 2011.211 2011-12-31
12-06-25 14:47

Long-term Assets

orm identifier 2589

| Account Description GIF1 Current year Prior year
Due from/investment in related parties
* Due from/investment in related parties . . . . ..o e m 130,649 125,829
Due from/investment in related parties . . ... ... ... .o + 130,649 125,829
'.ong-term investments
* LONg-term INVESIMENS o o v v v v v v oo e e e e e e e e m 19,684 19,684
LONG-term iNVESEMENES . . . o o oo v vt vn s o e + 19,684 19,684
Yther long-term assets
*Other long-1erm @ssets & v v in e aed e s e e S0 S eie e b a m 2,869,521 2,992,335
Other 1ong-term assetsS . . .. . o oo v o v v in i i e i e e i 2,869,521 2,992,335
Total IoNG-term @SSEtS  « .. v« v v v e e e e e e e m = 3,019,854 3,137,848

* Generic item

CURPCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9692 RC0001

Current Liabilities

‘orm identifier 3139 _
GIF Current year Prior year

SCHEDULE 100

[ Account Description

Amounts payable and accrued liabilities
* Amounts payable and accrued liabilities . .. .. ... 2620 3,444,928 -5,126,477

o Amounts payable and accrued liabilities . . ... .. oo + 3,444,528 5,126,477
* Current portion of long-term liability . . .. ... .. m +_ 915,340 1,070,260
Other current liabilities ' :
* Other cUrment HabIlIteS . . v v v v v vt e e e e e e e e m 416,339 39,608
Other current liabilities . . . . . v v v v v i e e e + 416,339 39,608
Total current liabilities . . . . . . .. . . i i e e m . 4,776,607 6,236,345
Generic item
Page 1

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RC0001

SCHEDULE 100

4ESC - NIL 2011.211
12-06-25 14:47

Long-term Liabilities

‘orm identifier 3450 - —
‘ Account Description GIFi Current year Prior year
Long-term debt

*Long-termn debt & 5 5k 6 s £ GG i GERIE d WA G W e O 6 B 17,349,953 17,199,953
Longtermdebt .. . .. .. ... + 17,349,953 17,199,953

Other long-term liabilities
. * Other long-term liabilities . . . . . o oo e e e s @ 4,108,749 4,812,782
Long-term obligations/commitments/capital leases . . . .. .. ..o 1,427,938 1,479,364
Other long-term liabilities . . . . ... ... ... ... it + 5,536,687 6,292,146
3450 B 22,886,640 23,492,099

Total long-term liabilities . - . . . . . .. e e e

* Generic item

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

12-06-25 14:47

Shareholder Equity

‘orm identifier 3620 —

SCHEDULE 100

‘ Account Description GIF1 Current year Prior year
FCOMMON SRAES v o v e e et e e e e e e E& + 12,953,180 12,953,180
Sontributed and other surplus
a * Contributed and other SUMPILS .+ & o v v s s e e e e s m 630,158 630,158
Contributed and othersurplus . . . ... 0 0 0o s e e + 630,158 630,158
o * Retained earnings/deficit . . . i s e o e e e m * 441,578 185,261
Total shareholder QUItY .« .« .+« oottt 3620 14,024,916 13,768,599

Generic item

wRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17 ~ VERSION 2012 V1.1



WELLAND HYDRO ELECTRIC SYSTEM CORP.

HESC - NIL 2011.211 2011-12-31
12-06-25 14:47 86375 9692 RC0001
H - L SCHEDULE 106
Retained Earnings/Deficit
‘orm identifier 3849
‘ Account Description GiFi Current year Prior year
* Retained earnings/deficit —start . . . ..o e e e e m + 185,261 -352,656
*NetinCOMEMOSS . . . . . . . s 5s 508 B aneie se wim s oS B RTETE M 4IE 100 NG 8 368084 906,317 1,037,957
Dividends declared _
*Dividends deciared . . .. i e e e e e e e e 3700 650,000 500,000
Dividends declared . . . .. .. . ... ... e e e e = 650,000 500,000
3849 5 441,578 : 185,261

Retained earningsideficit—end . ... ... ... ... 000 oo e

Generic item

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF.

12-06-25 14:47 86375 9692 RCO001
E¢ ﬁ Canada Revenue Agence du revenu SCHEDULE 125
Agency du Canada

Form identifier 125 GENERAL INDEX OF FINANCIAL INFORMATION - GIFI

\ Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31

income statement information

Description GiFl
Operatingname . ........... ooot
Description of the operation . . . . . 0002
|Sequence number .. ......... 0003 e
Account Description GlIFl Current year Prior year

-Income statement information

Total sales of goOdS 8NA SEIVICES . . .\ v vv v e v ie e e e 8089 &y 47,546,635 44,870,936
’ Costof$ales . . ........:Q 56 0 5% S5 s S8 0 SR e Bt e o9 8518 & 38,654,200 35,898,028
Gross ProfitfloSS . v v v v oo e e e e e e e e 8519 & 8,892,435 8,972,908
Cost OF SAIES 1 e s s 5 &5 54 v e AT T Ve i s 0 B 6 8518 s 38,654,200 35,898,028
‘ Total operating EXPENSES . cin e Sk v a da e es b es 4T B e e e e e 9367 8,466,549 7,924,027
Total expenses (mandatory field) ... .... ... . ... i 9368 & 47,120,749 43,822,055
Total revenue (mandatory field) . .. oottt e e e 8299 R 48,215,503 45,363,434
‘ Total expenses (mandatory field) . . . ..o o i 9368 B 47,120,749 43,822,055
Net non-farming income . . .. .. ... e e e 9369 | 1,004,754 1,541,379

l—Farming income statement information

Total farm revenue (mandatory field) . . . ... ..o i e 9659 [
Total farm expenses (mandatory field) . . ... ... ... .. ... .00 9898 &
| Netfarmincome . . ... . . . it i e e e e 9899 k=

= 1,094,754 1,541,378

Net income/loss before taxes and extraordinary items .. .. ...........

Total other comprehensive income . . ... .. .., oo iensnn

- Extraordinary items and income (linked to Schedule 140)
Extraordinary tem(S) . . . o i o e e

‘ Legal settlements . . . .. .. e e e
Unrealized gains/losses . . . . .o o i e e e s
Unusual fBMS . . . v v v v v v o e ais s e Eeeen s N e wEa s e meie eieene ee
CUMENt INCOME EEXES v v v v vt et it e e e et e e ee e e b 188,437

‘ Future (deferred) income tax provision . .. .. o ..o s e s
Total — Other comprehensive income . . . .o oo it v e ve be i e s e
Net incomelloss after taxes and extraordinary items (mandatory field)

503,422

i+ 1

906,317 1,037,957

<RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17 ~ VERSION 2012 V1.1



HESC - NIL 2011.211
12-06-25 14:47

Revenue

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

SCHEDULE 125

“orm identifier 8299 B
| Account Description GIFi Current year Prior year
 ™Trade sales of goods and SEMVICES . . . i it e e e 8000 &4 47,546,635 44,870,936
Total sales of goods and services .. .. .. ... o 8089 & 47,546,635 44,870,936
Other revenue
* OUNEFTEVEIIE o vt 1oy K msermeonse s o 251 ot s e EHE Lo i 5% e G 3230 668,868 492,498
OthEF FEVEMUE .« o v e e ot et e et it e e e e et e et e b ee et e e e + 668,868 492,498
..................... 8299 & 48,215,503 45,363,434

Total revenue

Generic item

RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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-AESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:47 86375 9692 RC0O00"

Cost of Sales SCHEDULE 125

‘orm identifier 8518

' Account Description GIFl Current year Prior year
* Purchases/cost Of MALEMIAIS .+ . .« v v o e e v e s e b e e e 8320 &g 38,654,200 35,898,028
COSELOFSAIES & o v v v ot e e e e e e e e e e e e 8518 & 38,654,200 35,898,028

* Generic item

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page .



4ESC - NiIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

12-06-25 14:47 86375 9692 RCO00A
E& i Canada Revenue Agence du revenu SCHEDULE 141
& Agency du Canada

NOTES CHECKLIST

[ﬁame of corporation . Busines; Number Tax year-end
Year Month Day
WELILAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0O001 2011-12-31

e Parts 1, 2, and 3 of this schedule must be completed from the perspective of the person (referred to in these parts as the "accountant”)
who prepared or reported on the financial statements.

» For more information, see Guide RC4088, General Index of Financial Information (GIF!) and Guide T4012, T2 Corporation ~ Income Tax Guide.
» Complete this schedule and include it with your T2 return along with the other GIFI schedules.

If the person preparing the tax return is not the accountant referred to above, they must still complete Parts 1, 2, 3, and 4, as applicable.

[—Part 1 — Information on the accountant who prepared or reported on the financial statements

Joes the accountant have a professional designation? . .. .. . i st e e e e b m 1 Yes 'z] 2 No D
s the accountant connected” with the corporation? . . . .o ot i it e s e e e e e e 1Yes D 2 No ‘X’

* A person connected with a corporation can be: (i) a shareholder of the corporation who owns more than 10% of the common shares; (ii) a director, an
officer, or an employee of the corporation; or (iii) a person not dealing at arm's length with the corporation.

Note: If the accountant does not have a professional designation or is connected to the corporation, you do not have to complete Parts 2 and 3 of this
‘ schedule. However, you do have to complete Part 4, as applicable.

Part 2 - Type of involvement with the financial statements

‘ Choose the option that represents the highest level of involvement of the accountant: m
Completed an auditor's report = D I B LI I R i S 1 @

‘ Completed areview engagement report . . . . Lo e e e e e e e e e e e e e e 2 I:I
Conducted a compilation engagement . . . . .. L e e e et e e e e e 3 D

‘Part 3 — Reservations

‘ 'f you selected option "1" or "2" under Type of involvement with the financial statements above, answer the following question:

| Has the accountant expressed a reservation? . . ... e e e e @ 1 Yes l:] 2 No

~ Part 4 — Other information

f you have a professional designation and are not the accountant associated with the financial statements in Part 1 above, choose one of the following options:
1 [X]

Srepared the tax return (financial statements prepared by client) . .. ... ... o oo oo i e
Srepared the tax return and the financial information contained therein (financial statements have not been prepared) . ... .. 2 D

L]

\Were notes to the financial statements prepared? . . . . oo ot e e e e e e e e e m 1Yes 2 No

If yes, complete lines 104 to 107 below:

\ Are subsequent events mentioned inthe notes? . . . . L i e e e e e s 1 Yes D 2 No
Is re-evaluation of asset information mentioned in the NOtes? . . . . . . i i i i i e e e e e e e e e e m 1 Yes D 2 No
| Is contingent liability information mentioned in the notes? . . . . . ... ..o m 1 Yes 2 No l:l
Is information regarding commitments mentioned in the netes? . . . . ..o oo oo n e 1 Yes 2 No D
“Does the corporation have investments in joint venture(s) or partnership(s)? ..o i e m 1 Yes D 2 No @
| § -
&)
"2 SCH 141 E (11) Canada

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

12-06-25 14:47

86375 9692 RC0001

r Part 4 — Other information (continued)

Impairment and fair value changes

In any of the following assets, was an amount recognized in net income or other comprehensive income (OCl) as a
result of an impairment loss in the tax year, a reversal of an impairment loss recognized in a previous tax year, or a
change in fair value during the tax year? . . . . . e e m 1 Yes 2 No

if yes, enter the amount recognized: In net income In OCI
Increase (decrease) Increase (decrease)

Property, plant, and equipment . .. ..o m o .

Intangible assets . . ... . ... e m

Investment property . . . ... Lo e m -

[211]
216
Siologicalassets . ... ... Lo e @
Sinancial instruments . . . L L L e e e e e m m
lother o (235] 236

Sinancial instruments

J Did the corporation derecognize any financial instrument(s) during the taxyear? . ... . oo i i i n e m 1Yes D 2 No
Did the corporation apply hedge accounting during the taxyear? ... . ..o a e s e @ 1 Yes D 2 No

| Oid the corporation discontinue hedge accounting during the taxyear? . ... . 0ot i e m 1 Yes D 2 No
Adjustments to opening equity

Was an amount included in the opening balance of retained earnings or equity, in order to correct an error, to
| recognize a change in accounting policy, or to adopt a new accounting standard in the current taxyear? .. ... ... ... @ 1 Yes I___I 2 No

f yes, you have to maintain a separate reconciliation.

[><]0>¢]><]

«—RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:47 86375 9692 RC0Q0

SCHEDULE 100
GENERAL INDEX OF FINANCIAL INFORMATION — GIFI

‘orm identifier 100

Name of corporation Business Number Tax year-end |
Year Month Day

WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31

Assets — lines 1000 to 2599

1000 ] 5,682,567 [1060] 7,156,262 [1120] 396,754

Masa] 71,318 [1599] 13,306,901 [1900 | 25,361,408

g 2008 25,361,408 2240 130,649 2300 19,684
2420 2,869,521 2589 3,019,854 2599 41,688,163

Liabilities — lines 2600 to 3499 _
2620 | 3,444,928 | 2920 | 915,340 [2960 | 416,339

k139 4,776,607 [3140] 17,349,953 [3320] o 4,108,749

_3321] 1,427,938 [3450] 22,886,640 [3299 | 27,663,247
shareholder equity — lines 3500 to 3640

[3500] 12,953,180 [3540] 630,158 [3600] 441,578
3620 | 14,024,916 [2640 l 41,688,163

Retained earnings - lines 3660 to 3849

| 3660 | 185,261 [3s80] 906,317 [3700] -650,000.

3849 | 441,578

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page



HESC - NIL 2011.211
12-06-25 14:47

2011-12-31

GENERAL INDEX OF FINANCIAL INFORMATION — GIFI

‘orm identifier 125

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

SCHEDULE 125

Name of corporation Business Number Tax year-end
Year Month Day
'WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0001 2011-12-31
~ Description = —
Sequence number . . .. ... m 01 -
Revenue - lines 8000 to 8299
8000 ] 47,546,635 [8ose] 47,546,635 [8230] 668,868
8299 | 48,215,503
Cost of sales — lines 8300 to 8519
8320 | 38,654,200 [8518] 38,654,200 [8519 | 8,892,435
Jperating expenses — lines 8520 to 9369
1 8670 I 1,960,187 I 8710 I 988,060 l 9010] 2,540,702
9270 | 1,265,929 [o284] 1,711,671 [s367] 8,466,549
[o368] 47,120,749 [o369] 1,094,754
rarming revenue — lines 9370 to 9659
9659 l 0
Farming expenses — lines 9660 to 9899
9898 | 0
ixtraordinary items and taxes — lines 9970 to 9999
{e570] 1,094,754 [9990] 188,437 [o999] 906,317

RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1

Page 1



4ESC - NIL 2011.211 2011-12-31

12-06-25 14:47

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

A#ll Sonace Revenue A ada NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1
Corporation's name o o - Business Number Tax year end

. Year Month Day

| WELPAND HYDRO ELECTRIC SYSTEM CORP, 86375 9692 RC0001 2011-12-31

s The purpose of this schedule is to provide a reconciliation between the corporation's net income (loss) as reported on the financial statements and its

net income (loss) for tax purposes. For more information, see the T2 Corporation Income Tax Guide.
s Sections, subsections, and paragraphs referred to on this schedule are from the Income Tax Act.

Amount calculated on line 9999 from Schedule 125

Add:

Provision for income taxes — current
‘ Amortization of tangible assets

Charitable donations and gifts from Schedule 2
Scientific research expenditures deducted per financial statements
Non-deductible meals and entertainment expenses

| Other reserves on lines 270 and 275 from Schedule 13
Reserves from financial statements — balance at the end of the year

Subtotal of additions

‘Other additions:

Wiscellaneous other additions:

m Closing Adj for Expenditures included in Regulatory Asset 1,339,742
‘ Inducement - ITA 12(1)x) 926
Total 1,340,668 EFH1
‘ CY Ontario Apprenticeship Tax Credits 12,665
CY Federal Credit 958
Total 13,623 294

‘ Subtotal of other additions [EE]
Total additions EJ\Y)

Deduct:

‘ Gain on disposal of assets per financial statements
Capital cost allowance from Schedule 8
Cumulative eligible capital deduction from Schedule 10

‘ SR&ED expenditures claimed in the year from Form T661 (line 460)
Other reserves on line 280 from Schedule 13
Reserves from financial statements — balance at the beginning of the year

Subtotal of deductions

Jther deductions:

.1iscellaneous other deductions:
(0] Opening Adj for Expenditures included in Regulatory Asset
04§

Total 394
‘ Subtotal of other deductions B
Total deductions X[}

et income (loss) for income tax purposes — enter on line 300 of the T2 return

188,437

1,960,187

35,944

90,406

5,602

113,524

1,662,611

4,056,711 P

1,340,668

13,623
1,354,291 »
5,411,002 p

906,317 A

4,056,711

1,354,291
5,411,002

14,409

2,146,487
98,874
78,281

107,764

1,655,682

4,101,497 »

4,101,497

1,432,819

1,432,819 B
5,534,316 b

1,432,819
5,534,316

783,003

T2 SCH 1 E (10)
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HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9692 RC0O001
Bl Sy oo A SCHEDULE 2
CHARITABLE DONATIONS AND GIFTS
[ Name of corporation R _Business Number Tax year-end .
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, B 86375 9692 RC0001 2011-12-31

For use by corporations to claim any of the following:
— charitable donations;
— gifts to Canada, a province, or a territory;
— gifts of certified cultural property;
— gifts of certified ecologically sensitive land; or
— additional deduction for gifts of medicine.
The donations and gifts are eligible for a five-year carryforward.
Use this schedule to show a credit transfer following an amalgamation or the wind-up of a subsidiary as described under subsections 87(1) and 88(1)
of the Income Tax Act.
For donations and gifts made after March 22, 2004, subsection 110.1(1.2) of the Income Tax Act provides as follows:
— Where a particular corporation has undergone an acquisition of control, for tax years that end on or after the acquisition of control, no corporation
can claim a deduction for a gift made by the particular corporation to a qualified donee before the acquisition of control
~ If a particular corporation makes a gift to a qualified donee pursuant to an arrangement under which both the gift and the acquisition of control is
expected, no corporation can claim a deduction for the gift unless the person acquiring control of the particular corporation is the qualified donee.
Under proposed changes, the eligible amount of a charitable gift is the amount by which the fair market value of the gift exceeds the amount of an
advantage, if any, for the gift.
Under proposed changes, a gift of medicine made after March 18, 2007, to qualifying organizations for activities outside of Canada, may be eligible for
an additional deduction if the gift is an eligible medical gift. This additional deduction is calculated in Part 6.
File one completed copy of this schedule with your T2 Corporation Income Tax Return.

For more information, see the T2 Corporation - Income Tax Guide.

‘Part 1 — Charitable donations

Charity/Recipient Amount ($100 or more only)

l Community Living Welland 100

Niagara College Canada 10,000

The Hope Center 12,000

| Welland Heritage Foundation 500

' Niagara College Canada B 10,000

Hospice Niagara 100

| Juvenile Diabetes 100

| Bethesda 100

Heart and Stroke 100

Sistering - Woman's Place 144

| Hospice Niagara 100

Heart and Stroke 100

St. Vincent Depaul 2,500

| Hospice Niagara 100

. Subtotal 35,944

Add: Total donations of less than $100 each
| Total donations in current tax year 35,544
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HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9692 RC0OQ0A

‘ Federal Québec Alberta

Charitable donations at the end of the previous taxyear .. .. ... ... . ... ) _ N —

Deduct: Charitable donations expired after five taxyears™ ... ... ...
Charitable donations at the beginning of the taxyear ... .. .. ... ..

Add:
Charitable donations transferred on an amalgamation or the
wind-up of asubsidiary ... @

[ Total current-year charitable
donations made (enter this amount
on line 112 of Schedule 1) .. ... .. m 35,944

Subtotal (line 250 plus line 210) 35,944 35,944 35,944

Deduct: Adjustment for an acquisition of control (for donations
made after March 22,2004) .. ... ... ... .. e @

35,944 A 35,944 35,944

Total charitable donations available . . . ... .. ... ... .ot

Jeduct: Amount applied against taxable income (cannct be

| more than amount K in Part 2) (enter this amount on ;
line 311 of the T2 return) .. .. .o ovo et 260 35,944 35,944 35,944

Sharitable donations closing balance . . .. ... L L 280

" For the federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2006, expire after five
[ tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.

Amounts carried forward — Charitable donations

Year of origin: Federal Québec Alberta

Ll oA Y 2010-12-31

PUDEOF YEAI  oe vttt et e e 2009-12-31 -

3UPROM YEAM i 2008-12-31

A% DHOF YEBI o i oo waiisa s 62 5iyera 16 ML 000 S miim o 2007-12-31

DHON YEAr imicis ibanitine s sboesiive & vy a5 Sl s Boai iars 2006-12-31

3N PriOF YEar™ v s i SR e S R 6 2005-12-31

7T DHOr YEAP i s e a s S Ve e e 2004-12-31

I DrIOT VBB ik 61 6 e, s s S o S S 2003-12-31

FUPHON YEAM vt i v 2002-12-31

0% PHOT YEAE .« ittt iie ettt e 2001-12-31

TA™ PHOF YEAE ot v v ve e e e 2000-12-31

120 PHOF YEAr i s isrivisusarsmi s:scinansiniesn » s aie o & s wsiesace 1999-12-31

137 PHON YEAI i wiuis wviie s issss S s 56 5 st sd. s wiwlorars 1998-12-31

147 DHOr YOAr  cmu s waivisd o aials e o e e S e 1997-12-31

151 prior Year iyt s e s it e s A e e 1996-12-31

18" prior year 53 i 6 os ees shiviisate s VRO SRR 1995-12-31

170 PHON YEAE e s e e 1994-12-31

18T PIIOT YEAE . ittt i e e e 1993-12-31
G BLIOF VBB it e e 1992-12-31

20 PHOT YEAE oo\ eiti e e e e e 1991-12-31

21% PO YBAI™  5asiwosinics svaiiihon:a/e) Som i s & Owiiici o s HE e 1990-12-31

Total (foiN@ A) i win wh e wierel v wod w9l £ o &7k w08 WG wiEi 60

" For the federal and Alberta, the 6 prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before
‘ March 24, 2006, expire in the current year and the 21% prior year gifts made in a tax year that ended after March 23, 2008, expire in the current year.
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'HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF.
12-06-25 14:47 86375 9692 RC0001

r Part 2 — Calculation of the maximum allowable deduction for charitable donations

Net income for tax purposes* multiplied by~ 75 % . . .. L L 587,252 B
Taxable capital gains arising in respect of gifts of capital property included in Part 1™ . . .. .. ... @ i _C
Taxable capital gain in respect of deemed gifts of non-qualifying
securities per subsection 40(1.01) . . . . i e e e e 227 ) D
The amount of the recapture of capital cost
allowance in respect of charitable gifts . . . .. .. ... .. ... m
‘ Proceeds of disposition, less
outlays and expenses™ .. .. ........ E
Capitalcost™ . .. ............... F
‘ Amount E or F, whicheverisless .. ... ... .. ... .. i m
Amount on line 230 or 235, Whichever is 18SS . .. . oot e it ) G
' Subtotal (add amounts C, D, and G) H
| Amount H multiplied by 25 % I
' Subtotal (amount B plus amount 1) 587,252
Maximum allowable deduction for charitable donations (enter amount A from Part 1, amount J, or net income
for tax purposes, WhiChever iS 18SS) . . . . . o . i e e e 35,944

*  For credit unions, this amount is before the deduction of payments pursuant to allocations in proportion to borrowing and bonus interest.
* This amount must be prorated by the following calculation: eligible amount of the gift divided by the proceeds of disposition of t_he gift.

- Part 3 — Gifts to Canada, a province, or a territory

‘ Gifts to Canada, a province, or a territory at the end of the previous taxyear .. ... ... .. ..o
Deduct: Gifts to Canada, a province, or a territory expired after five taxyears . . ..... ... .. E

Gifts to Canada, a province, or a territory at the beginning of the taxyear . . . .. .. .o o000
‘ Add: Gifts to Canada, a province, or a territory transferred on an amalgamation E

orthewindup of asubsidiary . .. .. . .. .
Total current-year gifts made to Canada, a province, or aterritory™ .. ........... ..

‘ Deduct: Adjustment for an acquisition of control (for gifts made after March 22, 2004) ... ... .. i

Total gifts to Canada, a province, or aterritory available . .. . ...
Deduct: Amount applied against taxable income (enter this amount on line 312 of the T2 return). ... ..ot 369
Gifts to Canada, a province, or aterritory closing balance . . . .. ..o 380

* Not applicable for gifts made after February 18, 1997, unless a written agreement was made before this date. If no written
agreement exists, enter the amount on line 210 and complete Part 2.

!—Part 4 - Gifts of certified cultural property

Federal Québec Alberta
Gifts of certified cultural property at the end of the previous taxyear . .. .. ..
Deduct: Gifts of certified cuitural property expired after five :
X YEAIS® . . . i e 439
Gifts of certified cultural property at the beginning of the taxyear . .. .. 440
Add: Gifts of certified cultural property transferred on an
amalgamation or the windup of a subsidiary . ... ......... 450
l Total current-year gifts of certified cultural property . . .. ... .: 410
Subtotal (line 450 plus line 410)
Deduct: Adjustment for an acquisition of control (for gifts
made after March 22, 2004)  ........ ... ... . i E

Total gifts of certified cultural property available . . . ... .. ... . .......
Deduct: Amount applied against taxable income (enter this

amount on line 313 of the T2 return) ... ... ioaeonn 460
Gifts of certified cultural property clesing balance . . ... ... .. ... . 4380

“ For the federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2008, expire after five
tax years and gifts made in a tax year that ended after March 23, 20086, expire after twenty tax years.
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)12-06-25 14:47

l—Amount carried forward — Gifts of certified cultural property

Year of origin:

1" prioryear  ........... 2010-12-31 -

2™ DOr YEar 3 siiihniin s i s e e T S e e R 2009-12-31

BUPHOCYEAM e 2008-12-31 B - o

4" prior year 2007-12-31 - )
S"prioryear  ........... 2006-12-31 - - -
6 PriOr YEAMY s s wisivers vw widieai s S SR AR 0 2005-12-31 o - -
TU DO YEAr s ssiiey s sieisadiiie sidiaiin calilars wraiiaa 2004-12-31 -

8" Drior YEar  cuewa mwilali i et 59 A ETERS, W e _2003-12-31

S Drior Year i i SR g s s s e i 2002-12-31 -

10" PrioT YEBN 5.0 cimetioine s e A8 ER S8 S R e st A _2001-12-31

11" prioryear  ........ 2000-12-31 .

127 PFOF YEAF oo e 1999-12-31

13" PRIOF YEAM vt v oeit et e e 1998-12-31

14" prior year 1997-12-31

15" PHIOF YEar o .o d/a0i i sice Quivaiimys mbss i 1996-12-31

16T PrIOF VEAD s s s s e s W SR T 1995-12-31

170 PROr YEAr  4amis. i o miila iy e i ot S T, ralaaE 1994-12-31

18" prior year 1993-12-31

19" prior year

20" PUIOT YA . vt vt et 1991-12-31
219 PHOT YEAI* oottt e 1990-12-31

Total

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RCO00-

Federal Québec Alberta

1992-12-31

* For the federal and Alberta, the 6" prior year gifts expire in the current year. For Québec, the 6™ prior year gifts made in a tax year that ended before
March 24, 2008, expire in the current year and the 21 prior year gifts made in a tax year that ended after March 23, 2006, expire in the current year.

l’Part 5 — Gifts of certified ecologically sensitive land

Federal Québec Alberta

Gifts of certified ecologically sensitive land at the end of the previous tax year
Deduct: Gifts of certified ecologically sensitive land expired

after fivetaxyears* . ... ... .. ... L o oo, m
Gifts of certified ecologically sensitive land at the beginning of
the tax year
‘Add: Gifts of certified ecologically sensitive land transferred m

on an.amalgamation or the windup of a subsidiary
Total current-year gifts of certified ecologically sensitive land
Subtotal (line 550 plus line 510)
Adjustment for an acquisition of control (for gifts
made after March 22,2004)  ......... ... .. i @

Total gifts of certified ecologically sensitive land available

‘Deduct

Deduct: Amount applied against taxable income (enter this
amount on line 314 of the T2 return)  ........ .. ..ovuons 560
Gifts of certified ecologically sensitive land closing balance . ... .. .. 580:

* For the federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2008, expire after five
tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.

Page 4
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WELLAND HYDRO ELECTRIC SYSTEM CORF

HESC - NIL 2011.211 2011-12-31
86375 9692 RC00O01

)12-06-25 14:47

rAmounts carried forward — Gifts of certified ecologically sensitive land

Year of origin: Federal Québec Alberta
T¥PMOTYBAN o ... 2010-12-31 B -
‘2““ PUOT YEAI 2009-12-31 o

UDHIOr YEAr s e« s e R e B S 2008-12-31 -
AN prioryear  wwavivs sstmaie i 5 Eee S ok ie s i 2007-12-31

5" prior year  suin SEige s i ais ikt T _2006-12-31 .

B DPriOr YEar* e ~ 2005-12-31

7" prioryear  ......... S PR g ¥ 2004-12-31

8" prioryear ... e ... . 2003-12-31
[Q“prioryear e 2002-12-31

e e Tl T T — 2001-12-31 -

11" Drior YEar  wwamiewvatings cuslia s vt FENETS SEEE 2000-12-31

120 Prior Year — caesiies i ot Rieic Sae e st se s 1999-12-31

13" prior Year  wissive il s seinied 3 e e 6 .. 1998-12-31

14" prior Year el s e E S T e G 1997-12-31

15 DEIOF YEAE oo vt 1996-12-31

B™ PHIOF YEAI . v ottt e e e 1995-12-31

70 PHIOT YEAE oot e vt et e e 1994-12-31

18" PHIOF YA oot 1993-12-31
[ 19™ PrIOF YEAr ioaitarigrics ooa o 5 i oo i s o (o0 Simaie o7 m iy 1992-12-31

20" DIIOT YEEI wvaatiwisrea asiua e o saast o oY i i s s B0 1991-12-31

212 DFIOT YEAM®  ioiirens iodce wia e sl e @Ales 4/a e Sty et s 1990-12-31

Total .. .. dteioed dw o v NTecE arv S R W RRVEEN N NG e ErCE

* For the federal and Alberta, the 6" prior year gifts expire in the current year. For Québec, the 6™ pricr year gifts made in a tax year that ended before

March 24, 2006, expire in the current year and the 21% pricr year gifts made in a tax year that ended after March 23, 2006, expire in the current year.
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HESC - NIL 2011.211 2011-12-31
112-06-25 14:47

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO0C1

[— Part 6 — Additional deduction for gifts of medicine
Federal Québec Alberta
Additional deduction for gifts of medicine at the end of the previous tax year
Deduct: Additional deduction for gifts of medicine expired
after fivetaxyears ... .. .. L m
Additional deduction for gifts of medicine at the beginning
ofthetaxyear . . ... ... . . . ... e m
Add: Additional deduction for gifts of medicine transferred
on an amalgamation or the wind-up of a subsidiary ... ...... m -
Additional deduction for gifts of medicine for the current year:
Proceeds of diSPOSIION . . . v v vt e e e e 602 1 1 1
Costofgiftsof medicing . . . . v vt e 601 2 2 2
Subtotal (line 1 minus line 2) 3 3 3
Line 3 multiplied by 80 % s w3 wmmies o b Em w6 B Be sk 4 4 4
Eligible amount of gifts m 5 5 5
Additional
deduction for gifts
g of medicine for
‘ A X ( B = the current year m
N Additional
5 deduction for gifts
@ucbes of medicine for
A X ( B ) Sthecurrentyear .. ... ieihe e s
C f Additional
deduction for gifts
} AESE of medicine for
A X ( B ) FTHRECUITENE YEAI & v v v v v v v v vt e s s e e e
o]
where:
A is the lesser of line 2 and line 4
B is the eligible amount of gifts (line 600)
C is the proceeds of disposition (line 602)
Subtotal (line 650 plus line 610)
Deduct: Adjustment for an acquisition of control . .. .. ...... ... @
Total additional deduction for gifts of medicine available .. .. ... .......
Deduct: Amount applied against taxable income
(enter this amount on line 315 of the T2 return) . . . ... .. .. 660
| Additional deduction for gifts of medicine closing balance . . ... .. .. 680
- Amounts carried forward — Additional deduction for gifts of medicine
Year of origin: Federal Québec Alberta
TR PHOT YA ottt e 2010-12-31
29PMION YEAI vt 2009-12-31
FUPHOr YEAr e 2008-12-31
AN DHOT YEBI e R 2007-12-31
B DFIOF YEAM ottt e e e e 2006-12-31
B PHIOr YEar™ L e e e 2005-12-31
Total . .. ..o i R W W s W e e
* These donations expired in the current year.
Page 6

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

112-06-25 14:47 86375 9692 RC0OQ01
Québec - Gifts of musical instruments - -
Gifts of musical instruments at the end of the previous tax year . . . .. i vt i v v v e e bttt e e e e e A
Deduct: Gifts of musical instruments expired after twenty taxyears . . . . . L i e i e e e B
Gifts of musical instruments at the beginning of the taxyear . . . . o e e e e C
Add:
Gifts of musical instruments transferred on an amalgamation or the wind-up of a subsidiary .. ... ...... ... ... .. .. .. D
Total current-year gifts of musical instruments . . . . L L e e e e e e E
‘ Subtotal (line D plus line E) _F
Deduct: Adjustment for an acquisition of control . .. . L e e e G
Total gifts of musical instruments available . . . L. L e e e e e e s e s e e - H
Deduct: Amount applied against taxable INCOME . . . . . . .. it i e e e e e e |
Gifts of musical instruments closing balanCe . . . . . . .. e e e e e e e e e J

- Amounts carried forward — Gifts of musical instruments

Year of origin: Québec
T2DHOTYEAE  ovvvvve e e e oo ST SO 0 S o T SRR S T e SR SO BTSSR MRS 2010-12-31
D DEOF YBAr e NG SRR PR FUSGCEAIIe Se SR SRR AERIAR SR SRR 2009-12-31
BUPHOMYEAT ot e v et e et st A DT TR TR A SRR RS SRR 2008-12-31
ARDHOTYBEE ottt e vt e et e pimpiene e s e s w0 e e SR L 2007-12-31
Ll 1o Y- 1o OSSP PP SR P 2006-12-31
B PIIOT YEBAM™ ottt e e e e e e e 2005-12-31
TUPHOT VBRI ottt e e e e o i o e oS e SR AR S SR, NN M AR ) 8 A W ey 2004-12-31
BRDIIOT YEAE ot vt e e e e o o Sl el RS2 R LA S e BN 5B 0SS B SRS S 4V, 2003-12-31
O DFIOF YEBI oot e e L. . VR SORRVA SRR A AT NI LGN R I S DRI S A 2002-12-31
10% PO YBAM . vvvvve e e e e o S AN TGS 5 £ iAAERS R A0 R SRR N AT LB N T RO v 2001-12-31
110 PROT YOBE v v vvve v e oo EaleE REWIATAS BaNHER AT G I T VR SR VAT TR R ST A 2000-12-31
2R PHOTYEAE ottt e et s s w8 S ST R TR S ST R S 1999-12-31
a1 = R S e R IR 1998-12-31
AT DROT YEBE oottt e e e e e e e e e e e e e e e 1997-12-31
HE™ PIOT YEAT v vvvvve e ne e e e e o S DRI 00 0 3T m N (07 R S G S A St e 1996-12-31
TBR PO YEAM . vvvvvv e e e e e R SR R TR S S0 BSOS ST, G S T T 1995-12-31
TTOPHON YEBE oot s o o R GRS SRR RS AT R YR B8 o O 5 e 1994-12-31
18R PLIOT YEA oo ST wEaR GRS e SO R T AR e - 1993-12-31
197 PrIOFYEEE oot e e e e g S R S A R R AR e S R PSR S VR TR 1992-12-31
207 PHOT YA ve vt v ene et e e murimns o o 8 4B a8 n eI @ o7 Wi e & F A T T T 1991-12-31
2AF DRIOTYEBI* ottt oot ettt e e gmimiee vt e e e e e b 8 R 9 R 8 B e e G 1990-12-31
Total .. e e e s mw s e s wUE mee wn eem g w

* These gifts expired in the current year.

T2 SCH 2 E (07) (:8.['1&(15ﬂ
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WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

HESC - NIL 2011.211 2011-12-31

12-06-25 14:47

G SanedaRevenue  Agence drevenu DIVIDENDS RECEIVED, TAXABLE DIVIDENDS PAID, AND SCHEDULE 3
PART IV TAX CALCULATION
Name of corporation Business Number Tax year-end
‘ Year Month Day
WELLAND HYDROQO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31

e This schedule is for the use of any corporation to report:
— non-taxable dividends under section 83;
— deductible dividends under subsection 138(6);
— taxable dividends deductible from income under section 112, subsection 113(2) and paragraphs 113(1)(a), (b) or (d); or
— taxable dividends paid in the tax year that qualify for a dividend refund.
® The calculations in this schedule apply only to private or subject corporations.
» Parts, sections, subsections, and paragraphs referred to on this schedule are from the federal lncome Tax Act.
© A recipient corporation is connected with a payer corporation at any time in a tax year, if at that time the recipient corporation:

— controls the payer corporation, other than because of a right referred to in paragraph 251(5)(b); or
— owns more than 10% of the issued share capital (with full voting rights), and shares that have a fair market value of more than 10% of the
fair market value of all shares of the payer corporation.
o File one completed copy of this schedule with your 72 Corporation Income Tax Return.

» "X" under column A if dividend received from a foreign source (connected corporation only).
® Enter in column F1, the amount of dividends received reported in column 240 that are eligible.
* Under column F2, enter the code that applies to the deductible taxable dividend.

[ Part 1 — Dividends received in the tax year
Do not include dividends received from foreign non-affiliates. Complete if payer corporation is connected

A B (o] D E
Name of payer corporation Enter Business Number Tax year-end of the Non-taxable
‘ (from which the corporation 9 of connected payer corporation in dividend under
received the dividend) if payer corporation which the sections section 83
corporation 112/113 and
is subsection 138(6)
‘ connected dividends in column F
were paid
YYYY/MWDD

Total (enter on line 402 of Schedule 1)

| Note: If your corporation's tax year-end is different than that of the connected payer corporation, your corporation could have received dividends from more than
one tax year of the payer corporation. If so, use a separate line to provide the information for each tax year of the payer corporation.

Complete if payer corporation is connected

F F1 F2 G H |
Taxable dividends Eligible dividends Total taxable Dividend refund Part IV tax
deductible from taxable (included in dividends paid of the connected before deductions
income under section 112, column F) by connected payer corporation Fx 173 =

subsections 113(2) and
138(6), and paragraphs
113(1)(a), (b), or (d)*

payer corporation
(for tax year
in column D)

(for tax year
in column D)**

‘ Total (enter the amount from column F on line 320 of the T2 return and amount J in Part 2)

* | taxable dividends are received, enter the amount in column 240, but if the corporation is not subject to Part IV tax (such as a public corporation
other than a subject corporation as defined in subsection 186(3)), enter “0” in column 270. Life insurers are not subject to Part [V tax on
subsection 138(6) dividends.

** if the connected payer corporation's tax year ends after the corporation’s balance-due day for the tax year (two or three months, as applicable),
you have to estimate the payer's dividend refund when you calculate the corporation’s Part |V tax payable.

For dividends received from connected corporations: Part IV tax=_-___Column F x Column H
‘ Column G

*hA
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WELLAND HYDRO ELECTRIC SYSTEM C
86375 9692 RC

HESC - NIL 2011.211 2011-12-31

12-06-25 14:47

ORP.
0001

|[ Part 2 — Calculation of Part IV tax payable

Part IV tax before deductions (amount J in Part 1)

| Deduct:
| Part IV.| tax payable on dividends subject to Part 1V tax

Subtotal

Deduct:

Current-year non-capital loss claimed to reduce Part [Vtax .. ... ... 000
Non-capital losses from previous years claimed to reduce Part |V tax
Current-year farm loss claimed to reduce Part 1V tax

‘ Farm losses from previous years claimed to reduce Part 1V tax

Total losses applied against Part |V tax

2art |V tax payable (enter amount on line 712 of the T2 return)

Part 3 — Taxable dividends paid in the tax year that qualify for a dividend refund

A B C D D1
‘ Tax year end Taxable dividends Eligible
Name of connected recipient corporation Business Number of connected paid to connected dividends
recipient corporations (included in
corporation in column D)
‘ which the
dividends in
column D
were received
l YYYY/MW/DD
1 Welland Hydro-Electric Holding Corp 86360 4328 RC0001 2011-12-31 650,000
Note
if your corporation's tax year-end is different than that of the connected recipient corporation, your corporation
could have paid dividends in more than one tax year of the recipient corporation. If so, use a separate line to Total [ 650,000J
provide the information for each tax year of the recipient corporation.
‘ Total taxable dividends paid in the tax year to other than connected corporations . . .. ..o oo m
Eligible dividends (included inline4580) . . ... ... .. ... s 450a
Total taxable dividends paid in the tax year that qualify for a dividend refund
ftotal of column D above plus liNe 450) . . . o i i e e e s s m 650,000
‘ Part 4 — Total dividends paid in the tax year
“omplete this part if the total taxable dividends paid in the tax year that qualify for a dividend refund (line 460 above) is different from the total
dividends paid in the tax year.
Total taxable dividends paid in the tax year for the purposes of a dividend refund (from above) . ... v v oo 650,000
Other dividends paid in the tax year (fotal of 51010 540) . . . . . . . . .o i e e e e e
Total dividends paid in tE tAX YEAI . o v v v v et e e e e e e e e e e e m L 650,000
‘ Deduct:
Dividends paid out of capital dividend account . . . . ... oo e
Capital gains dividends . . . .. ... . e
‘ Dividends paid on shares described in subsection 129(1.2) ... ....... ... ...
T axable dividends paid to a controlling corporation that was bankrupt
atanytimeintheyear ... . .. . . e e e
‘ Subtotal >
650,000

Total taxable dividends paid in the tax year that qualify for a dividend refund

T2 SCH 3 E (10)

_URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1

Canadi

Page 2



T 2beqd

T'TA TT0T NOISYIA

£Td3 - SILIIO0S S3Q dTUIXVL / dIHIXYL LVIOdYO:!

[TESTEL6T LBY'9bT T T08'TLEOE LTT905'T 6vb vl 920'620°E b €98'8C | siesoL
808'SZT 9g6 1t 0 0 05 |T/8E8 8’8 0 vl L9T sUO[e|[elSU| SIUOD|W [sued JejoS | TEP |Gl
T86°0¥E 9pS0T 0 0 ERETACTA YOLSLT 0 £TGTSE uonesqns/sbuiping ar vt
L a4 0 0 00T |¥bTC 0 224 - G4 210J3q s1empieH JsIndwo) [ RS
[T'st THET 0 0 8 69097 0 69791 bupned [ 4T |'2h
vICSC 0€6°0T 0 0 55 [user [724]: 0 YheTCE 009°E 00T/6T/E < Slemplef JINdwo) | 0§ |'LL
L9E'8CT §5¢9°'86C 0 0 00T [S7986C [9E78CT 0 ¥EL799T 85T 0LT a1emljos (4" 0l
181°9Z5TT £99°606 0 0 8 |T6L0LETY ¢S0°590°T 9079 08T'9ET T 0vL’S0E0T IND3/S9UrT uolSsIUsSUelL BS9lod | /b |6
£007C Ev9'T 0 0 St 059t 0 0S9E SiempJieH Jeyndwic) Sy |8
66%°9LT 8ET'E9 0 0 0€ |65t°01¢ 8L1°6C €LE'8 6¢L'99 18¢°181 SIPIYSA ot L
YHE C0b 85986 0 0 0C [06TE6p ULl 0 vTr'ST 845758y WBWANDIBNO | 8 |9
6CTTL0T 0£9'vY 0 0 v [65°STTT 0 6SLSTT'T SIS D
0L%9T°T E9EF6 0 0 ¥ |S90765€C 0 S90°65ET sjauLiojsuel] T ¥
v£970£6'9 BZL'B8C 0 0 v |TSPeICL 0 SY'6IT'L UORNQI3SI] Jueld T Je
9LEI66E 557957 0 0 b |EEGEIT P 0 EE6EIT P Sepssdiield | T |Z
€8T YESTETT 0 0 v |ZSEBER'C 0 [5EBEB'T UOREISqNS/Souiplng T
022 | L12] BEd |EE [112] Ed €02 ] 00z)
(1 sinpeyog
40 g0V aul)
(11 uwn|oo (Junowe Jamo| (Jeah
snujw B JO ‘g uwnjoo (G UWINJOD L(@sn 1oy 1se| Jo pus sy}
£ uuwnjoo snid Aqg paydiinw spaaoxa (3so0o |endes algejieae 1e 1509 [eyides
g uwnN[o9) / uwnjoa (1 aInpayog suopsinboe jo ay) paaoxa aqisnw pajeioaidapun)
Jeak oy 'poylew aguejeq 10 /01 aui) . 1509 J9U 8y} 0} 10U Junowe) Ayedoid meu) Jeah sy} Jo (s10N
10 pus ay} je Buuljosp Joy) (1 8Inpayog 30uUBMO|jR % 1502 jeydeo yowm Aq ‘Aue ji | JeaAh ayj Guunp Jeak ay} Bunnp Butuuibaqg sy} 93g)
1S00 jejden aouemo|e 10 $0OV auy) 1809 |eyden 53] pajeioaidapun unowe ayj jo suopisodsip wSluswisnipe suopisinboe e Js09 |ejideo Jequinu
pajeroaidapun 1500 jeyde)n SSO| [BUIUL | joaindesay | y0o paonpay Z/L) 81Nl %05 10 spaadold 1eN j03809 pajeoaidspun uopduosaq sse|n
t43 L ol 6 8 L 9 1] 14 € 4 I
ONZ _H_ S9A | ¢(bG)101 | voienBal Jepun Bunas|e uoljeiodiod ay} s|
"8pIne) xe | slooul uoyesodion z4 Ul Ul 8ouemojly 1s0) [endeD, psjjed uojjoss sy} 88s 'UO|JeulIojul 810W 104
TE-CT-T10¢C TO00DY 2696 5/£98 'dd0D WALSAS OIM1D313 OdCAH ANV TIEM
Ae@ yuopy JeaA
pus JesA xe | Jaguinp ssauisng uojjelodiod jo awep
(vD2) 3ONVMO TV LSOD TV.LIdVD
epeUR) Np Aouaby i’ —
8 31NA3HOS nusaal np aouaby  anuspay epeue) _
L0000y €696 62£98 Lyl G2-90-¢L0
=R L odda, YTz '

LoC ’ _ 3 ¢ 1IN 1H/



7 3bey

BpeUR)

1+l

100004 2696 /€98

N3l

NALL

Jda;

T'TA ZT0Z NOISY3A  £Td3 - SIL3ID0S S3A dFYdXVL / dFAdXVL FLvHOdYO:

(L SHISZL

"UOjje IO DIOW IO} BPINS) XB | awoou| uoyeiodiol) 71
2y} s2g "paje.oid aq o} aney jou op Auedoud Jo sasSE|D BWOS "WIED YD) U} Sjetold ‘sAep Ggg UBY) JSOYS S| J8aA XB) O] J| wrrex

*1LL uwnjod ur Bujwre|o a1e noA jJunowe ayy Jejua uay ] "y/N Jejus ‘(suopisinboe Jo 100 8y} uo paseq sAEm|e ale suole|nojes

alaym 'poyiews aul-jubiesis ay) sjdwexs Joj) poyjeus Jayjo Aue Jo4 “poyiew asueleq Bujuosp ayj Buisn ale noA §i ‘Ajuo ojel e Jojug s«
"SJUBLUIOY) [eleust) — 8oUBMOJY ]SO0 [eyides '6gz-1| uls|ing uones.disiu) 89S 'sjnJ %06 U} 0}

suoljdeoxa J04 " UWN|OD Wy sjuauijenipe uiepas snuiw Jo snid (g uwnjod) suoiisinbog Jo 1S00 8y} S| SUCMISINDOE JO 1500 JoU SY | *ex
" UWIN|o2 U 8pnjouj 0 sjuawi)snipe jo ssjdwexs Jaylo Joj sping xef
awoouy uojeiodio) z{ 8y} 93s "Aselpisqns e jo dn-Bulpuim pue uojeweBbjEWE UO JO ‘G UOII3S JOpUN PaJISJSUB} SJUNOWE BpN|ou| =«
“(2'2) pue (2)o0L L uonenbay sas 's|nJ 9,06 sy} 0} 198igns jou ale Jeu) suonisinboe Aue Ajsjesedss s " UWINJOD WOL) pSpN|oXa
Asnoweid usaq aney pinom Aladoid S|y "asn 10} S|qejleAe 8Wi0aq MoU SEY Jeu} siesA snonald ul paanboe Auadoud Aue spnjou) «

(%9 O} | SSBI9) %8 = %C + %¥ :al SSe|0 ‘(%01 0} | SSe[2) %0l = %9 + %V ‘€l SSe|D
"Pamoj|e UOIjonpap [eUoIPPe ay) JUNo29E ojul Bupje) SSejo ay) Jo ajel Diseq auy) ajesipul Ja)isf B Aq pamo||o) siSquinu Sse|D) 910N

: Lyl §Z-90-CLO.
v13 | 10¢ H 2N T HA



WELLAND HYDRO ELECTRIC SYSTEM CORP.

HESC - NIL 2011.211 2011-12-31
86375 9692 RC0001

112-06-25 14:47

FiXxed Assets Reconciliation

Reconciliation of change in fixed assets per financial statements to amounts used per tax retumn.

- Tax return
Additions for tax purposes — Schedule 8 regular classes 3,028,026
Additions for tax purposes — Schedule 8 leasehold improvements N
Operating leases capitalized for book purposes

Capital gain deferred

Recapture deferred =

Deductible expenses capitalized for book purposes — Schedule 1

o+ + + + + 4+

Total additions per books 3,029,026 3,025,026

Proceeds up to original cost — Schedule 8 reguiar classes 14,449
Proceeds up to original cost — Schedule 8 leasehold improvements,
Proceeds in excess of original cost — capital gain

Recapture deferred — as above

Capital gain deferred — as above

Pre V-day appreciation

N+ + + + + +

Total proceeds per hooks 14,449 » 14,449

Depreciation and amortization per accounts — Schedule 1 1,960,187

Loss on disposal of fixed assets per accounts
" Gain on disposal of fixed assets per accounts

14,409
1,068,799

o+ 1

Net change per tax return

- Financial statements
Fixed assets (excluding land) per financial statements

Closing net book value 25,111,408
Opening net book value 24,042,609
Net change per financial statements = 1,068,799

‘If the amounts from the tax return and the financial statements differ, explain why below.

_URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



4ESC - NIL 2011.211
12-06-25 14:47

Attached Schedule with Total

Financial statements — Fixed assets (excluding land) per financial statements — Opening net book value

2011-12-31

Financial statements — Fixed assets (excluding land) per financial statemen

WELLAND HYDRO ELECTRIC SYSTEM CORRP.
86375 9692 RC0O001

itle
Description Amount
Net book value 2010 24,292,609/00
Inventory full basis -250,000{00
Total 24,042,609(00 -

LURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17

VERSION 2012 V1.1
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HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-26 14:47 86375 9692 RC0001

Attached Schedule with Total

Financial statements ~ Fixed assets (excluding land) per financial statements — Closing net book value

ile  Financial statements — Fixed assets (excluding land) per financial statemen

Description Amount
Closing NBV 25,361,408)00
Inventory full basis -250,000(00

Total 25,111 408|00

«wRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



-ESC - NIL 2011.211
12-06-25 14:47
Q‘% Canada Revenue
B

Agency du Canada

Agence du revenu

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.

RELATED AND ASSOCIATED CORPORATIONS

86375 9692 RC0001

SCHEDULE 9

‘ Name of corporation

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Business Number

86375 9692 RCO001

Tax year end
Year Month Day

2011-12-31

= Complete this schedule if the corporation is related to or associated with at least one other corporation.

s For more information, see the T2 Corporation Income Tax Guide.

Name

Country
of resi-
dence
(other
than

Canada)

Business number
(see note 1)

Rela-
tion-
ship
code
(see

note 2)

Number of
common shares
you own

% of
commaon
shares
you own

Number of
preferred shares
you own

% of
preferred
shares
you own

Book value of
capital stock

86360 4328 RCO001

Welland Solar Corp.

1/ WELLAND HYDRO-ELECTRIC HOLD: 1
2| WELLAND HYDRQO ENERGY SERVICI 86375 9494 RCO001 | 3
3 City of Welland NR 3
4| WELLAND WIFI CORPORATION 85056 2364 RCO001 3
5. 3

80968 5860 RCO001

lote 1: Enter "NR" if the corporation is not registered or does not have a business number.
, lote 2: Enter the code number of the relationship that applies from the following order: 1 - Parent 2 - Subsidiary 3 - Associated 4 - Related but not associated

2SCH 9 (11)
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HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

12-06-25 14:47 86375 9692 RCD001
/
E,q’ Canada Revenue  Agence du revenu SCHEDULE 10
Agency du Canada
CUMULATIVE ELIGIBLE CAPITAL DEDUCTION
’Name of corporation o Bu;iness Number Tax year end
Year Month Day
~WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0O001 2011-12-31

* For use by a corporation that has eligible capital property. For more information, see the T2 Corporation Income Tax Guide.
° A separate cumulative eligible capital account must be kept for each business.

Part 1 — Calculation of current year deduction and carry-forward
Cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter “0") m 1,412,487 A
Add: Cost of eligible capital property acquired
during the taxationyear .......... 222
Other adjustments . . ............ 226
‘ Subtotal (line 222 plus line 226) X 3/4 = B
Non-taxable portion of a non-arm's length
transferor's gain realized on the transfer
| of an eligible capital property to the
corporation after December 20, 2002 . m x1/2 = C
amount B minus amount C (if negative, enter "0") > D
‘ Amount transferred on amalgamation or wind-up of subsidiary — .............. .. .. .. ... E
Subtotal (add amounts A, D, and E) 1,412,487 F
Deduct: Proceeds of sale (less outlays and expenses not
otherwise deductible) from the disposition of all
‘ eligible capital property during the taxation year ....... m G
The gross amount of a reduction in respect of a forgiven
debt obligation as provided for in subsection 80(7) ... .. 244 H
‘ Other adjustments . ....... .. .. ... .. . 246 |
(add amounts G,H, and 1) x 3/4 = m J
Cumulative eligible capital balance (amount F minus amountJ) ... ... ... ... . .. i 1,412,487 K
{if amount K is negative, enter "0" at line M and proceed to Part 2)
Cumulative eligible capital for a property no longer owned after ceasing to carry on
thatbusiness ... ... . . i e e —— Sin e aie sevea mos s e m
amount K ; 1,412,487
| less amount from line 249
Current yedr deduction . ............7 1,412,487 x 7.00% =B 98,874 *
(line 249 plus line 250) (enter this amount at line 405 of Schedule 1) 98,874 p 98,874 L
Cumulative eligible capital — Closing balance (amount K minus amount L) (if negative, enter "0") .. ... il 1,313,613 M
* You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 365.
N\
L).4J
T2 SCH 10 (04) Canada /
ww”PORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



.HESC - NIL 2011.211 2011-12-31 WELILAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:47 86375 9692 RCO0Q1

Part 2 - Amount to be included in income arising from disposition

| (complete this part only if the amount at line K is negative)
Amount from line K (show as positive amount) . .. .. . e e e e N
Total of cumulative eligible capital (CEC) deductions from income for taxation years
beginning after June 30, 1988 . . . .. . m 1
Total of all amounts which reduced CEC in the current or prior years under
subsection 80(7) .. .. m ) 2
{ Total of CEC deductions claimed for taxation years
beginning before July 1, 1988 ... ................ @ S 3
Negative balances in the CEC account that were included
in income for taxation years beginning before July 1, 1988 4
‘ Line 3 minus line 4 (if negative, enter "0") . . ... .. ... ... .. | 4 5
Total of lines 1,2 and 5 . .. . e e e e 6
Amounts included in income under paragraph 14(1)(b), as
that paragraph applied to taxation years ending after June
30, 1988 and before February 28, 2000, to the extent that
it is for an amount described at line400 . ............... 7
Amounts at line T from Schedule 10 of previous taxation years
[ ending after February 27, 2000 ... ... .. ... oo 8
Subtotal (line 7 plus line 8) EIE > 9
Line 6 minus line 9 (if negative, enter "0") ... ... e | 0
’ Line N minus line O (if negative, enter "0") .. .. . . e P
‘ Line 5 x 1/2 = Q
Line P minus line Q (if negative, enter "0") . . .. .. e e R
Amount R X 2713 = S
‘ Amount N or amount O, whichever is [eSs . . . .. . e T
Amount to be included in income (amount S plus amount T) (enter this amount on line 108 of Schedule 1) m
Page 2
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HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

12-06-25 14:47 86375 9692 RC0O001
E* Canada Revenue Agence du revenu SCHEDULE 13
B Agency du Canada
CONTINUITY OF RESERVES
} Narr:e o_f corporation Business number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, o 86375 9692 RCDOO1 _2011-12-31

e For use by corporations to provide a continuity of all reserves claimed which are allowed for tax purposes.
 File one completed copy of this schedule with the corporation's T2 Corporation Income Tax Return.
s For more information, see the 72 Corporation Income Tax Guide.

I—Part 1 — Capital gains reserves

Description of property Balance at the Transfer on an Add Deduct Balance at the
beginning of the amalgamation or end of the year
year the wind-up of $ $ $
‘ $ a subsidiary
$

008 —m 010

! Totals

The amount from line 008 plus the amount from line 009 should be entered on line 880 of Schedule 6, Summary of Dispositions of Capital
L Sroperty. The amount from line 010 shoulid be entered on line 885 of Schedule 6.

—Part 2 - Other reserves

Description Balance at the Transfer on an Add Deduct Balance at the
beginning of amalgamation or $ $ end of the year
‘ the year the wind-up of $
$ a subsidiary
$

-
3]
=l

eserve for doubtful
febts . .. !XI 113,524 107,764 113,524 107,764

-
T
(=]

| Reserve for undelivered
Joods and services
wtrendered .. ...........

[ Reserve for prepaid D

22 R e T i
T 15 T
‘ Reserve for refundable
sontainers .. ... . ... l—_—l _
‘ 1 215, (
Reserve for unpaid
mounts . ... ... D
235 | 40
Other tax ' .
TESEIVES 4 o v e e D
E 30
Totals 113,524 107,764 113,524 107,764

nter "X" in the column above if the tax reserve has also been reported on the corporation's financial statements. This
allows offsetting entries on Schedule 1, resulting in a zero effect on net income for tax purposes.

lThe amount from line 270 plus the amount from line 275 should be entered on line 125 of Schedule 1, Net Income (Loss) for Income Tax
Surposes, as an addition. The amount from line 280 should be entered on line 413 of Schedule 1 as a deduction.

[ L&

T2 SCH 13 E (11) Canada
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HESC - NIL 2011.211
12-06-25 14:47

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RC0O00

Continuity of financial statement reserves (not deductible)

Financial statement reserves (not deductibie)
Description Balance at the Transfer on an Add Deduct Balance at the
beginning of amalgamation or end of the year
the year the wind-up of
a subsidiary
1| PILs deferred revenue reserv 6,541 6,541
2| Pension Liability - non-current 1,479,364 1,427,938 1,479,364 1,427,938
[ 3| Pension Liability - current 56,253 126,909 56,253 126,909
4| Smart Meter Reserve
‘ 5| Regulatory Asset Recoveries
6
| Reserves from
Part 2 of Schedule 13 113,524 107,764 113,524 107,764|
Totals 1,655,682 1,662,611 1,655,682 1,662,611
The total opening balance plus the total transfers should be entered on line 414 of Schedule 1 as a deduction.
The total closing balance should be entered on line 126 of Schedule 1 as an addition.
Page 1
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HESC - NIL 2011.211

12-06-25 14:47

B4 3

Canada Revenue
Agency

Agence du revenu
du Canada

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RC000

SCHEDULE 23

AGREEMENT AMONG ASSOCIATED CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO
ALLOCATE THE BUSINESS LIMIT

* For use by a Canadian-controlled private corporation (CCPC) to identify all associated corporations and to assign a percentage for each associated
corporation. This percentage will be used to allocate the business limit for purposes of the small business deduction. Information from this schedule
will also be used to determine the date the balance of tax is due and to calculate the reduction to the business limit.

s An associated CCPC that has more than one tax year ending in a calendar year, is required to file an agreement for each

tax year ending in that calendar year.
Enter the legal name of each of the corporations in the associated group. Include non-CCPCs and CCPCs that have filed an election
under subsection 256(2) of the Income Tax Act (ITA) not to be associated far purposes of the small business deduction.

Provide the Business Number for each corporation (if a corporation is not registered, enter "NR").

Column 1:

Column 2:

Column 3:

Column 4:

Column 5:

Column 6:

Enter the association code that applies to each corporation:
1 — Associated for purposes of allocating the business limit (unless code 5 applies)

2 — CCPC that is a "third corporation” that has elected under subsection 256(2) not to be assaciated for
purposes of the small business deduction

3 — Non-CCPC that is a "third corporation” as defined in subsection 256(2)

4 — Associated non-CCPC

5 — Associated CCPC to which code 1 does not apply because of a subsection 256(2) election made by a "third corporatlon

Enter the business limit for the year of each corporation in the associated group. The business limit is computed at line 4 on page 4 of
each respective corporation's T2 return.
Assign a percentage to allocate the business limit to each corporation that has an assocxatlon code 1 in column 3.
The total of all percentages in column 5 cannot exceed 100%.

Enter the business limit allocated to each corporation by multiplying the amount in column 4 by the percentage in column 5. Add all
business limits allocated in column 6 and enter the total at line A. Ensure that the total at line A falls within the range for. the calendar

year to which the agreement applies:

Calendar year Acceptable range
2006 maximum $300,000
2007 $300,001 to $400,000

'Calendar year Acceptable range
2008 maximum $400,000
2009 $400,001 to $500,000

If the calendar year to which this agreement applies is after 2009, ensure that the total at line A does not exceed $500,000.

D WN

— Allocating the business limit
Year Month Day
] Dite flled (AONOLUSEthiS Bre8) s wrs e wissmmmen o fos Si S BIEsREGR #0% Fo o2 NomEmimoY S0n S0 P4 00 MESHGEER s 253 025 |
Year
Znter the calendar year to which the agreement applies . . . . . i e m 2011
Is this an amended agreement for the above-noted calendar year that is intended to replace an agreement previously
filed by any of the associated corporations listed below? . . . . .. L e 075 SRR D 2 No
1 2 3 4 5 6
Names of Business Asso- Business limit Percentage Business
associated Number of ciation for the year of the limit
corporations associated code | (before the allocation) | business allocated*
corporations limit $
%
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0001 i 500,000 100.0000 500,000"
WELLAND HYDRO-ELECTRIC HOLDING CORP. | 86360 4328 RC0001 1 500,000
WELLAND HYDRO ENERGY SERVICES CORP. 86375 9494 RCO001 i - 500,000
_City of Welland NR 4 o
WELLAND WIFI CORPORATION 85056 2364 RC0001 i 500,000
Welland Solar Corp. 80968 5860 RC0001 1 500,000
Total| 100.0000 500,000 A
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SCHEDULE 31

E@ B Canada Revenue  Agence du revenu
d  Agency du Canada

INVESTMENT TAX CREDIT — CORPORATIONS

- General information

® earned an investment tax credit (ITC);
e is claiming a deduction against its Part | tax payable;
e is claiming a refund of credit earned during the current tax year;

’ e js claiming a carryforward of credit from previous tax years;
e is transferring a credit following an amalgamation or wind-up of a subsidiary, as described under subsections 87(1) and 88(1) of the federal
Income Tax Act;
® is requesting a credit carryback; or
‘ e s subject to a recapture of ITC.

‘ 1. For use by a corporation that during a tax year:

2. References to parts, sections, and subsections on this schedule are from the federal Income Tax Act and the federal Income Tax Reguiations.
References to interpretation bulletins and information circulars are to the latest versions.

‘ 3. The ITC is eligible for a three-year carryback (if not deductible in the year earned). It is also efigible for a twenty-year carryforward.

4. :nvestments or expenditures, as defined in subsection 127(9) and Part XLV! of the federal ncome Tax Regulations, that earn the

TC are:

‘ e qualified property (Parts 4 to 7);
e expenditures that are part of the SR&ED qualified expenditure pool (Parts 8 to 17). Complete and file Form T661,

Scientific Research and Experimental Development (SR&ED) Expenditures Claim,

¢ pre-production mining expenditures (Parts 18 to 20);

[ o apprenticeship job creation expenditures (Parts 21 to 23); and
¢ child care spaces expenditures (Parts 24 to 28).

‘ 5. Attach a completed copy of this schedule with the T2 Corporation Income Tax Retum.

6. For more information on ITCs, see the section called "Investment Tax Credit" in the 72 Corporation — Income Tax Guide, Information Circular
IC 78-4, Investment Tax Credi Rates, and its related Special Release. Also, see Interpretation Bulletin IT-151, Scientific Research and

Experimental Development Expenditures.

‘ 7. For information on SR&ED, see Interpretation Bulletin IT-151 (consolidated), Scientific Research and Experimental Development
Expenditures; Information Circular 86-4, Scientific Research and Experimental Development, Brochure RC4472, Overview of the
Scientific Research and Experimental Development Program (SR&ED) Tax Incentive Program; Brochure RC4467, Support for your
R&D in Canada and T4088, Guide to Form T661 Scientific Research and Experimental Development (SR&ED) Expenditures Claim.

I

- Detailed information

1. For the purpose of this schedule, "investment" means:
I The capital cost of the property (excluding amounts added by an election under section 21), determined without reference to subsections 13(7.1) and

13(7.4), minus the amount of any government or non-government assistance that the corporation has received, is entitled to receive, or can
reasonably be expected to receive for that property when it files the income tax return for the year in which the property was acquired.

2. An ITC deducted or refunded in a tax year for a depreciable property, other than a depreciable property deductible under paragraph 37(1)(b), reduces the
‘ capital cost of that property in the next tax year. It also reduces the undepreciated capital cost of that class in the next tax year. An [TC for SR&ED
deducted or refunded in a tax year will reduce the balance in the pool of deductible SR&ED expenditures and the adjusted cost base (ACB) of an
interest in a partnership in the next tax year. An [TC from pre-production mining expenditures deducted in a tax year reduces the balance in the pool of
deductible cumulative Canadian exploration expenses in the next tax year.

‘ 3. Property acquired has to be “available for use" before a claim for an ITC can be made.

4. Expenditures for SR&ED and capital costs for a property qualifying for an ITC must be identified by the claimant on Form T661 and Schedule 31
no later than 12 months after the claimant's income tax return is due for the tax year in which the expenditures or capital costs were incurred.

‘ 5. Partnership allocations — Subsection 127(8) provides for the allocation of the amount that may reasonably be considered to be a partner's share of the
ITCs of the partnership at the end of the fiscal period of the partnership. An allocation of {TC's is generally considered to be the partner's reasonable
share of the ITCs if it is made in the same proportion in which the partners have agreed to share any income or loss and if section 103 of the Act is not
applicable for the agreement to share any income or loss. Special rules apply to specified and limited partners. For more information, see Guide

| T4068-1, 2010 Supplement to the 2006 T4068, Guide for the T5013 Partnership Information Return.

6. For SR&ED expenditures, the expression "in Canada" includes the "exclusive economic zone" (as defined in the Oceans Act to
generally consist of an area that is within 200 nautical miles from the Canadian coastline), including the airspace, seabed and subsail

| for that zone.

Canadi
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2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0O001

Narne of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. o 86375 9652 RCO001 | 2011-12-31
[—Part 1 — Investments, expenditures and percentages
Specified
Investments percentage
Qualified property acquired primarily for use in Newfoundland and Labrador, Prince Edward Island, Nova Scotia,
New Brunswick, the Gaspé Peninsula, or a prescribed offshore region ... ... ..o oo oo 10%
Expenditures
If you are a Canadian-controlled private corporation (CCPC), this percentage may apply to the portion

that you claim of the SR&ED qualified expenditure pool that does not exceed your expenditure limit

(SEBE PAM 10) e e e e e e e e s e 35%
Note: If your current year's qualified expenditures are more than the corporation's expenditure limit (see
Part 10), the excess is eligible for an ITC calculated at the 20 % rate.

J If you are a corporation that is not a CCPC that incurred qualified expenditures for SR&ED in any area in Canada . ............... 20 %
If you are a taxable Canadian corporation that incurred pre-production mining expenditures . . ... L e e e 10%
If you paid salary and wages to apprentices in the first 24 months of their apprenticeship contract for employment . ... o 10 %
If you incurred eligible expenditures after March 18, 2007, for the creation of licensed child care
spaces for the children of your employees and, potentially, for other children .. ... oo v i 25%

r Part 2 — Determination of a qualifying corporation —

Ll 1 vYes I:l 2 No !1]

Is the corporation a qualifying corporation? = .. .. i e i e i e e e e b ee e

For the purpose of a refundable ITC, a qualifying corporation is defined under subsection 127.1(2). The corporation has to be a CCPC and the taxable income
‘ (befare any loss carrybacks) for its previous tax year cannot be more than its qualifying income limit for the particular tax year. If the corporation is associated
with any other corporations during the tax year, the total of the taxable incomes of the corporation and the associated corporations (before any loss carrybacks),
for their last tax year ending in the previous calendar year, cannot be more than their qualifying income limit for the particular tax year.

Note: A CCPC calculating a refundable ITC, is considered to be associated with another corporation if it meets any of the conditions in subsection 256(1),

‘ except where:
e one corporation is associated with another corporation solely because one or more persons own shares of the capital stock

of both corporations; and
* one of the corporations has at least one shareholder who is not common to both corporations.

If you are a qualifying corporation, you will earn a 100% refund on your share of any ITCs earned at the 35% rate on qualified current expenditures
for SR&ED, up to the allocated expenditure limit. The 100% refund does not apply to qualified capital expenditures eligible for the 35% credit rate.
They are only eligible for the 40% refund.

‘ Some CCPCs that are not qualifying corporations may also earn a 100% refund on their share of any ITCs earned at the 35% rate on qualified

current expenditures for SR&ED, up to the allocated expenditure limit. The expenditure limit can be determined in Part 10. The 100% refund
) does not apply to qualified capital expenditures eligible for the 35% credit rate. They are only eligible for the 40% refund.

The 100% refund will not be available to a corporation that is an excluded corporation as defined under subsection 127.1(2).
A corporation is an excluded corporation if, at any time during the year, it is a corporation that is either controlled by (directly or
indirectly, in any manner whatever) or is related to:

a) one or more persons exempt from Part | tax under section 149;

b) Her Majesty in right of a province, a Canadian municipality, or any other public authority; or

¢) any combination of persons referred to in a) or b) above.

I— Part 3 - Corporations in the farming industry
Complete this area if the corporation is making SR&ED contributions

Is the corporation claiming a contribution in the current year to an agricultural organization
whose goal is to finance SR&ED work (for example, check-off dues)? .. ... i 102 IRV D 2 No

Contributions to agricuitural organizations for SR&ED . . . .. { -

If yes, complete Schedule 125, Income Statement Information, to identify the type of farming industry the corporation is involved in.
For more information on Schedule 125, see the Guide to the General index of Financial Information (GiFi) for Corporations.

Enter contributions on line 350 of Part 8.
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QUALIFIED PROPERTY

- Part 4 — Eligible investments for qualified property from the current tax year

‘ CCA* class Description of investment Date available Location used Amount of
number for use (province or territory) investment

15| 120 125

-

Total investment — enter in formula on line 240 in Part 5

* CCA: capital cost allowance

- Part 5 — Calculation of current-year credit and account balances — ITC from investments in qualified property

ITC at the end of the previous tax YEAr . . . 0ot i vt e i et e e e e e s e e e e e
Deduct:
Credit deemed as a remittance of co-op corporations .. .. ..o i e e e e e
Credit expired .. . .. e e e
Subtotal >
ITC at the beginning of the taxyear . .. .. . . . e e m
Add:
Credit transferred on amalgamation or wind-up of subsidiary .. .................. 230
{TC from repayment of assistance . . . . . . 0 v i i e e e e 235
Total current-year credit: total of column 125 X i0%= ..... 240
Credit allocated from apartnership . . ..o e v s v e e e 250
l Subtotal >
Total credit available . . . e e e e e e e e e e e e a e s e e e e
Deduct:
Credit deducted from Part | tax (enter on line B1in Part 30) . ..o v oo v eeuis i E
Credit carried back to the previous year(s) (from Part8) . ... .. .. ... ... A
Credit transferred to offset Part VILaxX BBty .+« « o oo v oo e e e e e 280
[ Subtotal >
Credit balance before refund . ... L e s T B
Deduct:
‘ Refund of credit claimed on investments from qualified property (fromPart7) . ... .. o Em
ITC closing balance of investments from qualified property ... .......... ... i iiiiiiiiin @
|—Part 6 — Request for carryback of credit from investments in qualified property
Year [ Month | Day
1st previous taxyear |l e Creditto be applied  [ELAI
[2nd previous taxyear [l s e Credit to be applied 902
3rd previous taxyear || e e Credit to be applied 903
Total (enter on line A in Part 5)
~Part 7 — Calculation of refund for qualifying corporations on investments from qualified property
'CLlrrent-year ITCs (total of lines 240 and 250 in Part 5) . . . 0 oo ot i it e e e e e e s ]
' Credit balance before refund (amount Bfrom Part 5) . . . . e e e D
Refund ( 40 % of amount C or D, whichever is 185S) . . . . i it it i it e e e e e e e E
| Enter amount E cr a lesser amount on line 310 in Part 5 (alsq enter it on line 780 of the T2 return if the corporation does not claim an SR&ED ITC refund).
Page 3
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SR&ED

- Part 8 — Qualified SR&ED expenditures
‘ Current expenditures

Current expenditures (from line 557 on Form TB61) . . o v v v i v v e v e e e e e B 148,849
Add:
I Contributions to agricultural organizations for SR&ED* . . .. .o i e e

Current expenditures (including contributions to agricultural organizations for SR&ED
at line 103 in Part 3)* (from line 557 on Form TE61) .. . . oo v vt oo i e 148,849 p gLl 148,849
360

Capital expenditures (from line 558 on Form TE61) . . . .. . oo it i i s e e e
370

Repayments made in the year (from line 560 on Form TBE1) . .. ... i v o v e
148,849

Total (this must equal the amount from line 570 on Form TEE1)* ... . .o i i e 380

* Do not file form T661 if you are only claiming contributions made to agricultural organizations for SR&ED.

L

~ Part 9 — Components of the SR&ED expenditure limit calcuiation
Part 9 only applies if the corporation is a CCPC.

Note: A CCPC that calculates SR&ED expenditure limit, is considered to be associated with another corporation if it meets any of the conditions in

subsection 256(1), except where:
e orle corporation is associated with another corporation sofely because one or more persons own shares of the capital stock of the

corporation; and
e one of the corporations has at least one shareholder who is not common to both corporations.

Is the corporation associated with another CCPC for the purpose of calculating the SR&ED expenditure limit? ... .. .. m 1 Yes 2 No D

Complete lines 390 and 398, if you answered no to the question at line 385 above or if the corporation is not
associated with any other corporations (the amounts for associated corporations will be determined on

Schedule 49).

Enter your taxable income for the previous tax year* (prior to any loss carry-backs applied). ... .. ....... ... @

Enter your taxable capital employed in Canada for the previous tax year
minus $10 million. If this amount is nil or negative, enter "0". @

If this amount is over $40 million, enter $40 miillion. . . . . . . L o e e s e

* If either of the tax years referred to at line 390 is less than 51 weeks, multiply the taxable income by the following resuit: 365 divided by the number
of days in these tax years.
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~ Part 10 — Calculation of SR&ED expenditure limit for a CCPC

For stand-alone corporations:
Calculation 1A: Tax year ends before January 1, 2010.

[($7,000,000 minus (10 x (line 390 from Part 9 or $400,000, whichever is more))) x (($40,000,000 minus
line 388 from Part 9) divided by $40,000,000)] . . . . ... e e e o

Caiculation 1: Tax year starts after December 31, 2008.
‘ [($8,000,000 minus (10 x (line 390 from Part 9 or $500,000, whichever is more))) x (($40,000,000 minus
line 398 from Part 9) divided by $40,000,000)] . . . . e e e e e e _

Calculation 2: Tax year straddles January 1, 2010.
‘ EE + [(FF minus EE) x (GG divided by HH)] where, . . . . . .. . e e e o
EE = [($7,000,000 minus (10A)) x (($40,000,000 minus B) divided by $40,000,000)];
FF = [($8,000,000 minus (10 x (line 380 from Part 9 or $500,000, whichever is more))) x (($40,000,000 minus
‘ line 398 from Part 9) divided by $40,000,000)];
GG = number of days in the tax year after December 31, 20089;
HH = number of days in the tax year.

‘ Amount A Amount B m

A = the greater of:
e $400,000; and
’ ® your taxable income for the last tax year* ending in the previous calendar year (tax years ending in 2008)
(prior to any loss carry-backs applied).

B = the taxable capital employed in Canada for the last tax year ending in the previous calendar year (tax years ending in 2008) minus $10 million.
‘ If this amount is nil or negative, enter "0". If this amount is over $40 million, enter $40 million.

B If any of the tax years referred to in A above are less than 51 weeks, gross up the taxable incomes for those tax years by the ratio
that 365 is of the number of days in those {ax years. Use these grossed up amounts when calculating the expenditure limit,

‘ Enter the amount from Calculation 1A, 1 or 2, whichever is applicable G*
“or associated corporations:

f associated, the allocation of the SR&ED expenditure limit as provided on Schedule48 . .................... m H*
Where the tax year of the corporation is less than 51 weeks, calculate the amount of the expenditure limit as follows:

[neGorH X Number of days in the tax year 365 = pssamsi ow o am |

365
Your SR&ED expenditure limit for the year (enter the amount from line G, H, or |, whichever applies) ~ ............ m
*  Amount G or H cannot be more than $3,000,000.
Page 5
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r Part 11 — Calculation of investment tax credits on SR&ED expenditures

Enter whichever is less: current expenditures (line 350 from Part 8) or
the expenditure limit (line 410 from Part 10)* . .. ... ... ... ... ... 420 X 5% =
Line 350 minus line 410 (if negative, enter "0") 430 148,849 x 20% = 29,770 K

[

Line 410 minus line 350 (if negative, enter "0") . . . .. ..o ) L

Enter whichever is less: capital expenditures (line 360 from Part 8)
O INE L ADOVE" & it s 440 X 35% = M

'Line 360 minus line L (if negative, enter "0") . . . . ... 450 20% = N

Repayments (amount from line 370
inPart8) ........ .. .. .. SE N §

If a corporation makes a repayment 460 X 35 %

of any government or non-government 480 . 20% =
assistance, or contract payments B
that reduced thé amount of qualified Total > 0
expenditures for ITC purposes, the

amount of the repayment is eligible

for a credit at the rate that would

nave applied to the repaid amount.

Enter the amount of the repayment

on the line that corresponds to the

appropriate rate.

29,770

|Current—year SR&ED ITC (total of lines J, K, M, N, and O; enter on line 540 in Part 12) . .. ..ot o

* For corporations that are not CCPCs, enter "0" on lines J and M.

r Part 12 — Calculation of current-year credit and account balances — ITC from SR&ED expenditures

ITC atthe end of the Previous taX YEAE . v v v v v oo it e e e e e e s
Deduct:
Credit deemed as a remittance of co-op corporations . . . . ... e e s e 510
Creditexpired ... ... .. i i s s e e e s

|ITC atthe beginning of thetaxyear . .. . . s e e m
Add:

Credit transferred on amalgamation or wind-up of subsidiary . ... ... ..o
Total GUITENE-YEAN CTEAIE & v v v v e v e e e e e e e e e e 540 29,770

Credit allocated from a partnership =~ . . . .0 o it e e
Subtotal 29,770 » 29,770

29,770

Total credit avallable . . . o i e i e e e e e e e e e e e r e ee e e b r e e b s 4
Deduct:

Credit deducted from Part | tax (enter on line B2 in Part 30) - .. .. .o v oo v @
Credit carried back to the previous year(s) (fromPart 13) ... ... .. oo % s mos w P
‘ Gredit transferred to offeet Part VIl tax lisbllily . . . . g a5 s 55 e ss o i 580

Credit balance before FEfUNA v v o v e et e e e e e e e e e e e e e e e e e 29,770 Q

Deduct:
Refund of credit claimed on expenditures of SR&ED (from Part 14 or 15, whichever applies) . .................. m

ITC closing balance on SREAED . o uiv vt oe vn et et et e e e e e m 29,770

-Part 13 — Request for carryback of credit from SR&ED expenditures

Year | Month ] Day

1st previous taxyear | ] e Credit to be applied 911
2nd previous tax year A el T I i GO e e Credit to be applied 912

3rd previous taxyear || e Credit to be applied . [Ci
Total (enter on line P in Part 12)
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r Part 14 — Calculation of refund of ITC for qualifying corporations — SR&ED

Complete this part only if you are a qualifying corporation as determined at line 101.

‘ Is the corporation an excluded corporation as defined under subsection 127.1(2)? . ... ... ... .o @ 1 Yes D 2 Now
Zredit balance before refund (amount Q from Part 12) ... .. .o R
Surrent-year | TC (lines 540 plus 550 from Part 12 minus line O from Part 11) .. .. ... ... - S
Refundable credits (amount R or S, whichever is I8SS)* . . . . . e e s ) T
Amount J from Part 11 . L e e e e e e e s U
Subtract: Amount T or U, whichever is I8SS . .« .o oo e a e e e e \
Net amount (if negative, enter"0") L. L e e e e s s W
Amount W X A0 % e s e VR G S BUS ESG BURBININ W O0E RS BN GG WG 9 NS X
‘Add: AMOUNE Ve e e e e e e e e s e e e Y
Refund of ITC (amounts X plus Y — enter this, or a lesser amount, on line 610 in Part 12) ... ... cn 74
‘ Enter the total of lines 310 from Part 5 and 610 from Part 12 on line 780 of the T2 return.
* If you are also an excluded corporation [as defined in subsection 127.1(2)], this amount must be multiplied by 40%.
Claim this, or a lesser amount, as your refund of ITC on line Z.
r Part 15 — Calculation of refund of ITC for CCPCs that are not qualifying or excluded corporations — SR&ED
Somplete this box only if you are a CCPC that is not a qualifying or excluded corporation as determined in Part 2.
Credit balance before refund (@amount Q from Part 12) . . ot i e e e e e e e 29,770 AA
Amount J from Part 11 L e e e e e e e e e e e BB
Subtract: Amount AA or BB, whicheveris Iess . . . i . i i i e e e e e e e cC
Net amount (if negative, @nter "0") o i e e e e i e e e e s e e 29,770 pp
Amount M Arom Part 11 L i i v v i es s ek s e b e B e e e e e s e we ea eh e wa ae eee s s o S8 AT s e e EE
‘Amount DD or EE, whichever is less X A0% i e s i e e £ B B S WG o 6 FF
\dd : Amount G BDOVE it it et e e e e et e e e e e e e e e e ey ae we owa me mes s sie ea fs e w8 GG
Refund of ITC (amounts FF plus GG) . . it i it it i et e i e e e e s HH
Enter HH, or a lesser amount, on line 610 in Part 12 and also on line 780 of the T2 return.
RECAPTURE - SR&ED
-Part 16 — Calculating the recapture of ITC for corporations and corporate partnerships — SR&ED
fou will have a recapture of ITC in a year when all of the following conditions are met:
e you acquired a particular property in the current year or in any of the 20 previous tax years, if the credit was earned in a tax year ending after
1997 and did not expire before 2008;
° you claimed the cost of the property as a qualified expenditure for SR&ED on Form T661,
o the cost of the property was included in calculating your {TC or was the subject of an agreement made under subsection 127(13)
to transfer qualified expenditures; and
¢ you disposed of the property or converted it to commercial use after February 23, 1998. This condition is also met if you disposed
of or converted to commercial use a property that incorporates the particular property previously referred to.
‘ Mote:
The recapture does not apply if you disposed of the property to a non-arm's length purchaser who intended to use it all or substantially
all for SR&ED. When the non-arm's length purchaser later sells or converts the property to commercial use, the recapture rules will apply
to the purchaser based on the historical ITC rate of the original user.
‘ You will report a recapture on the T2 return for the year in which you disposed of the property or converted it to commercial use. In the following
tax year, add the amount of the ITC recapture to the SR&ED expenditure pool.
If you have more than one disposition for calculations 1 and 2, complete the columns for each disposition for which a recapture applies, using
the calculation formats below.
L
Page 7
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[ — Calculation 1 = If you meet ail of the above conditions

Amount of ITC you originally calculated
‘ for the property you acquired, or the
original user's {TC where you acquired the
property from a non-arm's length party, as
described in the note above

Amount calculated using ITC rate
at the date of acquisition
(or the original user's date of acquisition)
on either the proceeds of disposition
(if sold in an arm's length transaction)
or the fair market value of the property
(in any other case)

Amount from column 700 or 710,
whichever is less

|
Subtotal (enter this amount on line LL in Part 17) il
[
~ Calculation 2 — Only if you transferred all or a part of the qualified expenditure to another person under
an agreement described in subsection 127(13); otherwise, enter nil at line JJ in Part 16.
A B c
Rate that the transferee used in determining Proceeds of disposition of the property Amount, if any,
its ITC for qualified expenditures under a if you dispose of it to an arm’s length already provided for in Calculation 1
subsection 127(13) agreement person; or, in any other case, enter (This allows for the situation where only
the fair market value of the property at part of the cost of a property is transferred
conversion or disposition under a subsection 127(13) agreement.)
| 730
1.

~ Calculation 2 (continued) — Only if you transferred all or a part of the qualified expenditure to another person under an agreement
‘ described in subsection 127(13); otherwise, enter nil on line JJ below.

D
‘ Amount determined by the formula
(AxB)-C

E

ITC earned by the transferee for the
qualified expenditures that were transferred

F

Amount from column D or E,
whichever is less

‘ 1
Subtotal (enter this amount on line MM in Part 17) Jd
Calcuiation 3
As a member of the partnership, you will report your share of the SR&ED [TC of the partnership after the SR&ED ITC has been reduced by the
amount of the recapture. If this amount is a positive amount, you will report it on line 550 in Part 12. However, if the partnership does not have
enough ITC otherwise available to offset the recapture, then the amount by which reductions to {TC exceed additions (the excess) will be
determined and reported on line KK below.
‘ Corporate partner's share of the excess of SR&ED ITC (amount to be reported on line NN in Part 17) KK
Page 8
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r Part 17 — Total recapture of SR&ED investment tax credit
Recaptured ITC for calculation 1 fromlinellinPart 16 .. ... e e LL
Recaptured {TC for calculation 2 from line JJ in Part 16 above ... .. ..o MM
Recaptured ITC for calculation 3 from line KK in Part 16 above .. . . . oo i i i v v i i e e NN
Total recapture of SR&ED investment tax credit — Add lines LL, MMand NN .. ..o n oo iy o]e]
‘ Enter amount OO at line A1 in Part 29.
PRE-PRODUCTION MINING
~ Part 18 — Pre-production mining expenditures
Exploration information
IA mineral resource that qualifies for the credit means a mineral deposit from which the principal mineral to be extracted is diamond, a base or precious
metal deposit, or a mineral deposit from which the principal mineral to be extracted is an industrial mineral that, when refined, results in a base or
Jrecious metal.
‘ in column 800, list all minerals for which pre-production mining expenditures have taken place in the tax year.
List of minerals N
800
.
Zor each of the minerals reported in column 800 above, identify each project, mineral title, and mining division where title is registered. If there is no
nineral title, identify the project and mining division only.
Project name Mineral title Mining division
05| 806 807
‘ 1.
Pre-production mining expenditures *
Pre-production mining expenditures that the corporation incurred in the tax year for the purpose of determining the
‘ existence, location, extent, or quality of a mineral resource in Canada:
MOSPECHNG « e et e e e e e e e e e e e e e e 810 PP
Seological, geophysical, or geochemical SUNVEYS . . . o i i it it e e e 811 QQ
‘ Drilling by rotary, diamond, percussion, or other methods .. ... ... ... o oo e 812 RR
[renching, digging test pits, and preliminary sampling ... ... L s 813 S8
>re-praduction mining expenditures incurred in the tax year for bringing a new mine in a mineral resource in Canada into
production in reasonable commercial quantities and incurred before the new mine comes into production in such quantities:
Clearing, removing overburden, and stripping . ... e 820 TT
3inking a mine shaft, constructing an adit, or other underground entry . .. ... Lo oo a oo 821 uu
] ‘ Other pre-production mining expenditures incurred in the tax year:
Description Amount
825 826
1.
Add amounts at column 826 P> w
Total pre-production mining expenditures (add amounts PP to VV) m L
Deduct: Total of all assistance (grants, subsidies, rebates, and forgivable loans) or reimbursements that the corporation
has received or is entitled to receive in respect of the amounts referred to at line 830 above . ......... ...
Excess (line 830 minus line 832) (if negative, enter "0") W
Add: Repayments of government and non-government assistance .. .. ..o e @ XX
Sre-production mining expenditures (amount WW plus amount XX) ... a o s e i YY
* A pre-production mining expenditure is defined under subsection 127(9).
LURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 9



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:47 86375 9692 RC000"

r Part 19 — Calculation of current-year credit and account balances — ITC from pre-production mining expenditures

ITC atthe end of the previous tax year . . . . . . . . it e e e e e e S em s -

Deduct:

Credit deemed as a remittance of co-op corporations L. L. a i e 841 o

Credit expired . o . e e e e e e e e 845
’ Subtotal >
ITC at the beginning of the tax year . . . o o o o e e e e e e e e e e @ .
Add:
‘Credit transferred on amalgamation or wind-up of SUbSIdiary . ... i e e e e 860
Expenditures from line YY in Part 18: X 10% = e e
JTotal credit available — aieew s B S S Eh ST e Sl eh 6 RS RGeS Te SR WD ORI R ED EIE E0E Wi edi w78 06 e s
Deduct:

Credit deducted from Part | tax (enter on line B3 in Part 30)  « oo oo v eeoeeen .

Credit carried back to the previous year(s) (from Part20) . ... ... ..o e CCC

Subtotal >

L}TC closing balance from pre-production mining expenditures . .. .. oL s s s s s e e

-Part 20 - Request for carryback of credit from pre-production mining expenditures

Year ] Month | Day
‘ 1st previous taxyear |l e e e e e Credit to be applied
2nd previous taxyear |l e e e e e e Credit to be applied
3rd previous taxyear |l e e e Credit to be applied

Total (enter on line CCC in Part 19)

APPRENTICESHIP JOB CREATION

- Part 21 — Calculation of total current-year credit — ITC from apprenticeship job creation expenditures

If you are a related person as defined under subsection 251(2), has it been agreed in writing that you are the only
; employer who will be claiming the apprenticeship job creation tax credit for this tax year for each apprentice whose
[contract number (or social insurance number or name) appears below? (If not, you cannot claim the tax credit.) ... .. .. 671 EEERT ‘E 2 No I:l

For each apprentice in their first 24 months of the apprenticeship, enter the apprenticeship contract number registered with Canada, or a province or
territory, under an apprenticeship program designed to certify or license individuals in the trade. For the province, the trade must be a Red Seal trade. If
‘ there is no contract number, enter the social insurance number (SIN) or the name of the eligible apprentice. Attach additional schedules if more space is

needed.

A B c D E
Contract number Name of eligible trade Eligible salary and Column C x Lesser of
(SIN or name of apprentice) wages” 10 % column D or
$ 2,000
601 603 604 605
‘ 1.| Kevin Bovine Powerline Technician 9,580 958 958
Total current-year credit (enter at line 640) 958

* Net of any other government or non-government assistance received or to be received.
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12-06-25 14:47 86375 9692 RC0O001
r Part 22 — Calculation of current-year credit and account balances — ITC from apprenticeship
job creation expenditures
TC at the end of the Previous taxX YEEE . o o o o i v it v o o e e e e e e e e e e e e e e e o
Deduct:
Credit deemed as a remittance of co-op corporations .. L L. Lol a oo i oo % o
Credit expired after 20 taxyears . L e e e e
‘ Subtotal |
ITC at the beginning of the tax year . . . .. e e e e e e @
Add:
Credit transferred on amalgamation or wind-up of subsidiary .. ... ... oL 630 o
ITC from repayment of assistance . . . .. . .. .. 635
Fotal current-year credit (total of column 805) . . . . . o e e e 640 958
Credit allocated from a partnership . . oo L L e e e s 655
Subtotal 958 » 958
Total credit available . ... L. G M SN WG D A EREE G B B . . e G RN SN e 06 B S 958
Jeduct:
Credit deducted from Part | tax (enter on line B4 in Part 30) .+ v v oo o v e e ettt 660
Credit carried back to the previous year(s) (from Part23) . .. .. .. v in oo DDD
Subtotal >
[ ITC closing balance from apprenticeship job creation expenditures . . ... ... .. ... . ... @ 958
Part 23 ~ Request for carryback of credit from apprenticeship job creation expenditures
‘ Year | Month ' Day
Ist previous taxyear || e i e e e e e e Credit to be applied
ind previous taxyear |l et ee s e e e Credit to be applied
3rd previous taxyear || e i Credit to be applied
Total (enter on line DDD in Part 22)
CHILD CARE SPACES
Part 24 — Eligible child care spaces expenditures
Enter the eligible expenditures that the corporation incurred to create licensed child care spaces for the children of the employees and, potentially, for
other children. The corporation cannot be carrying on a child care services business. The eligible expenditures include:
* the cost of depreciable property (other than specified property); and
¢ the specified child care start-up expenditures;
|acquired or incurred only to create new child care spaces at a licensed child care facility.
— Cost of depreciable property from the current tax year
| CCA* class number Description of investment Date available for use Amount of investment
665 685 695
|
Total cost of depreciable property from the current tax year EEE
[Add: Specified child care start-up expenditures from the currenttaxyear . .. ..o o il i s e FFF
Total gross eligible expenditures for child care spaces (line 715 plus line 705) . ... ... ..o i i GGG
Deduct: Total of all assistance (including grants, subsidies, rebates, and forgivable loans) or reimbursements that
the corporation has received or is entitled to receive in respect of the amounts referred to at line GGG) . .. .. ... 725 HHH
Excess (amount GGG minus amount HHH) (if negative, enter "0") o
Add: Repayments of government and non-government assistance .. ... oo oo e JJ4J
Total eligible expenditures for child care spaces (amount [l plus amount JJJ) . ... .. ..o oo 745
* CCA: capital cost allowance
Page 11
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WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

r Part 25 — Calculation of current-year credit — ITC from child care spaces expenditures
The credit is equal to 25% of eligible child care spaces expenditures incurred to a maximum of $10,000 per child care space created in a licensed child
care facility.
’Eligible expenditures (ine 745) . ... X 25% = KKK
Number of child care spaces . . . .. oo e x $ 10,000 = LLL
‘ ITC from child care spaces expenditures (amount KKK or LLL, whicheveris less) . ... ... .. oo MM
r Part 26 — Calculation of current-year credit and account balances - ITC from child care spaces expenditures
ITC at the end of the previous tax YEAr . . . . . o v it oot e e s oo b e e e a e e e e e
‘ Deduct:
Credit deemed as a remittance of co-op corporations . .. .. Lo i e e e e 765
Credit expired after 20 taxyears . . . . . o L e s 770
‘ Subtotal |
[TC at the beginning of the tax Year . . . o o i it i i e e e e e st e e e e e E e e e e
Add:
Credit transferred on amalgamation or wind-up of subsidiary .. ... ... ... ... ... 7T
Total current-year credit (amount MMM above) . ... ... Lo i oo 780
Credit allocated from a partnership .. ... o L e e 782
Subtotal | 4
Total credit @available .. i e e e e e e e e e ee e e aaaa s
Deduct:
Credit deducted from Part | tax (enteron line B5in Part 30) ... .vvv i iu o nn 785
Credit carried back to the previous year(s) (from Part27) . . ... ... i ciie e NNN
Subtotal 4
ITC closing balance from child care spaces expenditures . .. .. .. .. o0
|-Part 27 — Request for carryback of credit from child care space expenditures
Year | Month | Day
1st previous tax year 2010-12-31 | iw em e e mewnd v ew e e Credit to be applied
2nd previous tax year 2009-12-31 1 e e Credit to be applied
3rd previous tax year 2008-12-31 | e Credit to be applied
Total (enter on line NNN in Part 26)
L
Page 12
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RECAPTURE — CHILD CARE SPACES

, Part 28 — Calculating the recapture of ITC for corporations and corporate partnerships — Child care spaces
[The ITC will be recovered against the taxpayer's tax otherwise payable under Part | of the Act if, at any time within 60 months of the day on which the
axpayer acquired the property:
® the new child care space is no longer available; or
e property that was an eligible expenditure for the child care space is:
— disposed of or leased to a lessee; or
— converted to another use.

‘ If the property disposed of is a child care space, the amount that can reasonably be
sonsidered to have been included in the original ITC (paragraph 127(27.12)(2)) . . o vt i i e o e ce o v e o s 2ZZ
n the case of eligible expenditures (paragraph 127(27.12)(b)), the lesser of:

The amount that can reasonably be considered to have been included in the original ITC N 795

25% of either the proceeds of disposition (if sold in an arm’s length transaction)
w the fair market value (in any other case) of the property

Amount from line 795 or line 797, WhIiCheVer is 1858 1 L . o i v it i v i v e v e e e e e e e e e e e s e felel®

Corporate partnerships

As a member of the partnership, you will report your share of the child care spaces ITC of the partnership after the child care spaces [TC has
been reduced by the amount of the recapture. If this amount is a positive amount, you will report it on line 782 in Part 26. However, if
the partnership does not have enough ITC otherwise available to offset the recapture, then the amount by which reductions to ITC exceed

‘ additions (the excess) will be determined and reported on line PPP below. .

‘ Corporate partner's share of the excess of ITC PPP

lotal recapture of child care spaces investment tax credit — Add lines ZZZ, 00O, and PPP

| Inter amount QQQ on INE A2 N PAM 29, o vt e e e e e e e e e e e Q)
Part 29 - Total recapture of investment tax credit
Recaptured SR&ED ITC from line OO in Part 17 . .o o i e i e i s s s s s s A1
Recaptured child care spaces ITC from line QQQ in Part 28 above . ... . il e A2
Total recapture of investment tax credit — Add lines A1and A2~ .. .. .o i e e e e s A3
Enter amount A3 on line 602 of the T2 return.
‘Part 30 — Total ITC deducted from Part | tax
! ITC from investments in qualified property deducted from Part | tax (from line 260 in Part5) .. ......... ... ... ... B1
TC from SR&ED expenditures deducted from Part | tax (from line 560 in Part 12) . .. .. ..o oo B2
‘ ITC from pre-production mining expenditures deducted from Part | tax (from line 885 inPart 19) ... oo B3
TC from apprenticeship job creation expenditures deducted from Part | tax (from line 660 in Part22) . ............. ... B4
ITC from child care space expenditures deducted from Part [ tax (from line 785 in Part 26) ... .. oo ii i, BS
‘Total ITC deducted from Part | tax (add lines B1, B2, B3, B4, and B5) . .. . .. . .. i i e e B6

Znter amount B6 at line 652 of the T2 return.

Privacy Act, Personal Information Bank number CRA PPU 047

LURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 page 13



HESC - NIL 2011.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RCOQ01

Attached Schedule with Total

C — Eligible salary and wages

ite _C — Eligible salary and wages

Description Amount
Eligible amount of salaries 14,738(00
Less ON credit on above -5,158(00

Total 9,580/00
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Summary of Investment Tax Credit Carryovers

Continuity of investment tax credit carryovers

‘CCA class number 97 Apprenticeship job creation ITC

Surrent year
I Addition Applied
current year current year
(A) (B)

958

Claimed
as a refund
(C)

Carried back ITC end
of year
(D) (A-B-C-D)

958

Prior years
Taxation year ITC beginning
of year

(E)

Adjustments

L]

Applied ITC end
current year of year
(G) (E-F-G)

" 2010-12-31
2009-12-31

2008-12-31

‘ 2007-12-31
2006-12-31

2005-12-31

2004-12-31

| 2003-12-31

| 2002-12-31

2001-12-31

| 2000-12-31
1999-12-31

1998-12-31

1997-12-31
| 1996-12-31

1995-12-31

1994-12-31

| 1993-12-31

1992-12-31

1991-12-31

| Total

3+C+D+G

Total ITC utilized

of the subsequent fiscal year.

* The ITC end of year includes the amount of ITC expired from the 10" preceding year if it is before January 1, 1998, or the amount of
ITC expired from the 20" preceding year if it is after December 31, 1997. Note that this credit will only expire at the beginning of the
subsequent fiscal period. Consequently, this amount will be posted on line 215, 515, 615, 770 or 845, as applicable, in Scheduie 31
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12-06-25 14:47

Summary of Investment Tax Credit Carryovers

Continuity of investment tax credit carryovers —

Cur. or cap. R&D for ITC -

CCA class number 99

Zurrent year

Prior years
Taxation year

Addition
current year
(A)

29,770

Applied
current year

{B)

Claimed
as a refund
(©)

Carried back

(D)

ITC end
of year
(A-B-C-D)

29,770

ITC beginning
of year

(E)

Adjustments

(F)

Applied
current year
G)

ITC end
of year
(E-F-G)

| 2010-12-31
2009-12-31
2008-12-31

’ 2007-12-31
2006-12-31
2005-12-31
2004-12-31

‘ 2003-12-31
2002-12-31
2001-12-31

‘ 2000-12-31
1999-12-31
1998-12-31
1997-12-31

‘ 1996-12-31
1995-12-31
1994-12-31

} 1993-12-31
1992-12-31
1991-12-31

| Total

3+C+D+G Total ITC utilized

* The ITC end of year includes the amount of ITC expired from the 10" preceding year if it is before January 1, 1998, or the amount of
I ITC expired from the 20" preceding year if it is after December 31, 1997. Note that this credit will only expire at the beginning of the
subsequent fiscal period. Consequently, this amount will be posted on line 215, 515, 615, 770 or 845, as applicable, in Schedule 31

of the subsequent fiscal year.

wRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF

HESC - NIL 2011.211
86375 9682 RC0O00"

12-06-25 14:47

% Canada Revenue Agence du revenu
el Soeney iy SCHEDULE 50

SHAREHOLDER INFORMATION

i Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, 86375 9692 RCDOO1 2011-12-31

All private corporations must complete this schedule for any shareholder who holds 10% or more of the corporation’s common and/or
nreferred shares.

Provide only one number per sharehoider
Name of shareholder Business Number Social insurance Trust number Percentage | Percentage
(after name, indicate in brackets if the shareholder (If a corporation is not number common preferred
is a corporation, partnership, individual, or trust) registered, enter "NR") shares shares
100 200 (300 350 400 I 500
1| Welland Hydro-Electric Holding Corp. 86360 4328 RCDO01 100.000
2
3
4
5
6
7
8
9
10
Canadi

"2 SCH 50 (06)
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$ E Canada Revenue  Agence du revenu SCHEDULE 53
i Agency du Canada

GENERAL RATE INCOME POOL (GRIP) CALCULATION

Name of corporation Business Number Tax year-end
Year Month Day

WELLAND HYDRO ELECTRIC SYSTEM CORP. I 86375 9692 RC0001 | 2011-12-31

On: 2011-12-31

* |f you are a Canadian-controlled private corporation (CCPC) or a deposit insurance corporation (DIC), use this schedule to determine the general rate
income pool (GRIP).

* When an eligible dividend was paid in the tax year, file a completed copy of this schedule with your T2 Corporation Income Tax Return. Do not send
your worksheets with your return, but keep them in your records in case we ask to see them later.

e Subsections referred to in this schedule are from the Income Tax Act.

® Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income pool, and low rate income pool.

r Eligibility for the various additions

‘nswer the following questions to determine the corporation's eligibility for the various additions:

2006 addition
1. Is this the corporation's first taxation year that includes January 1, 20067 . . . . . . . . . . L. e D Yes No
2. If not, what is the date of the taxation year end of the corporation’s first year that includes January 1, 20067
Enter the date and go directly to question 4 . . . L . L e s 2006-12-31

‘ 3. During that first year, was the corporation a CCPC or would it have been a CCPC if not for the election
Of SUDSECHON 89(11) ITA T o o it i i e e e e e e e e [Z] Yes D No
If the answer to question 3 is yes, complete Part "GRIP addition for 2006".

| Change in the type of corporation
4. Was the corporation a CCPC during its preceding taxation year? . . . 0 0 i i i n s e e e e e e Yes D No

5. Corporations thatbecome a CCPC oraDIC . . L . o 0 i e e e e i e et e e e e e e e D Yes ‘ZI No
l If the answer to question 5 is yes, complete Part 4.

Amalgamation (first year of filing after amalgamation)
6. Corporations that were formed as a result of an amalgamation . . . . . . . . e |—__| Yes No
If the answer to question 6 is yes, answer questions 7 and 8. If the answer is no, go to question 9.

7. Was one or more of the predecessor corporations neither a CCPC noraDIC? ... .o o i i v v v i v s D Yes l:l No
If the answer to question 7 is yes, complete Part 4.
} 8. Was one or more of the predecessor corporation a CCPC or a DIC during the taxation year that ended immediately
before amalgamation? . . L L L L e e e e e e e e e e [_ Yes l:] No

If the answer to question 8 is yes, complete Part 3.

|Winding-up
9. Corporations that wound-up a subsidiary . . . . . L e e e e e e D Yes E No
If the answer to question 9 is yes, answer questions 10 and 11. If the answer is no, go to Part 1.
‘ 10. Was the subsidiary neither a CCPC nor a DIC during its last taxation year? . ... .. .. L i i I:I Yes D No
If the answer to question 10 is yes, complete Part 4.
~ 11. Was the subsidiary a CCPC or a DIC during its last taxation year? . . .. .. .. . i s e D Yes D No

| If the answer to question 11 is yes, complete Part 3.

1+

"2 SCH 53 E (09) Canada
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12-06-25 14:47 86375 9692 RC0001
I—Part 1 — Calculation of general rate income pool (GRIP)
GRIP at the end of the Previous taX YEAI .+« v v v vt v oo oo e i b e b e e e e m 6,095,629 A
Taxable income for the year (DICs enter "0") ™ . .. . . . 0 i m B
Income for the credit union deduction *
(amount E in Part 3 of Schedule 17) . .. .. ... ... ... m -
Amount on iine 400, 405, 410, or 425 of
‘ the T2 return, whicheverisless* ... ... ........... m
For a CCPC, the lesser of aggregate investment income
(line 440 of the T2 return) and taxable income* .. ... ... m
Subtotal (add lines 120,130, and 140) > C
| Income taxable at the general corporate rate (line B minus line C) (if negative enter "0") C m
After-tax income (line 150 x general rate factor for the tax year ** ) ........0.0 3 56 G CENEEIENEIEREERA m D
| Eligible dividends received inthetaxyear .. ... . ... . i e
Dividends deductible under section 113 received in the taxyear . ... ... .. o000
Subtotal (add lines 200 and 210) B . E
GRIP addition:
Becoming a CCPC (line PP from Part4) . . . ..o vttt i 220
Sost-amalgamation (total of lines EE from Part 3 and lines PP from Part4) . .......... 230
‘ Post-wind-up (total of lines EE from Part 3 and lines PP from Part4) .. ............ 240
Subtotal (add lines 220, 230, and 240) | 3290 F
Subtotal (add lines A, D, E, and F) 6,095,629 G
Eligible dividends paid in the previous taxyear . .. . ... .. . o s e m - -
Excessive eligible dividend designations made in the previous taxyear . . ... .........
Note: If becoming a CCPC (subsection 89(4) applies), enter "0" on lines 300 and 310.
[ Subtotal (line 300 minus line 310) > H
GRIP before adjustment for specified future tax consequences (line G minus line H) (amount can be negative) ~ ......... m 6,095,629
‘Total GRIP adjustment for specified future tax conseguences to previous tax years (amount W from Part 2) O e O m
| GRIP at the end of the tax year (ine 490 MINUS ME 60)  + + .+« .+« o e s e e e et e e e et 590 6,095,629

Inter this amount on line 160 of Schedule 55.

* For lines 110, 120, 130, and 140, the income amount is the amount before considering specified future tax consequences. This phrase is defined in
subsection 248(1). It includes the deduction of a loss carryback from subsequent tax years, a reduction of Canadian exploration expenses and
Canadian development expenses that were renounced in subsequent tax years (e.g., flow-through share renunciations), reversals of income
inclusions where an option is exercised in subsequent tax years, and the effect of certain foreign tax credit adjustments.

* The general rate factor for a tax year is 0.68 for any portion of the tax year that falls before 2010, 0.69 for any portion of the tax year
‘ that falls in 2010, 0.70 for any portion of the tax year that falls in 2011, and 0.72 for any portion of the tax year that falls after 201 1.
Calculate the general rate factor in Part 5 for tax years that straddle these dates.

Part 2 — GRIP adjustment for specified future tax consequences to previous tax years
Complete this part if the corporation's taxable income of any of the previous three tax years took into account the specified future tax consequences
lefined in subsection 248(1) from the current tax year. Otherwise, enter "0" on line 560.

First previous tax year _ 2010-12-31

Taxable income before specified future tax consequences

rom the currenttaxyear ... ... ... o s s 2,093,786 J1
Znter the following amounts before specified future tax

consequences from the current tax year:

Income for the credit union deduction

‘amount E in Part 3 of Schedule 17) . . . K1
Amount on line 400, 405, 410, or 425
of the T2 return, whicheveris less . . . . L1
Aggregate investment income
‘line 440 of the T2 return) . . . ... ... M1
Subtotal (add lines K1, L1, and M1) | 4 N1

2,093,786 p» 2,093,786 o1

i Subtetal (line J1 minus line N1) (if negative, enter "0")
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’—Part 2 — GRIP adjustment for specified future tax consequences to previous tax years (continued) y

Future tax consequences that occur for the current year

‘ Amount carried back from the current year to a prior year

Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
(paragraph 111 carry-back loss carry-back carry-back carrybacks
[ {1)}(a) ITA) B
Taxable income after specified future tax consequences . . . .. ... P1

{ Enter the following amounts after specified future tax consequences:
* ncome for the credit union deduction

amount E in Part 3 of Schedule 17) . . . Q1
Amount on line 400, 405, 410, or 425
of the T2 return, whichever is less . . . . R1
A\ggregate investment income
line 440 of the T2 return) . . ... .. .. S1
‘ Subtotal (add lines Q1, R1, and $1) 4 T1
Subtotal (line P1 minus line T1) (if negative, enter "0") > U1
Subtotal (line O1 minus line U1) (if negative, enter "0") V1
GRIP adjustment for specified future tax consequences to the first previous tax year
(line V1 muitiplied by the general rate factor for the tax year 0.7 ) m

Jecond previous tax year _ 2009-12-31

’Taxable income before specified future tax consequences from
he currenttax year . v v v v v v e e 1,390,885 J2
- Znter the following amounts before specified future tax

sonsequences from the current tax year:

Income for the credit union deduction

(amount E in Part 3 of Schedule 17) . . . K2
Amount on line 400, 405, 410, or 425

f the T2 return, whicheveris less . . . . L2
Aggregate investment income

(line 440 of the T2return) .. ... .. .. M2

Subtotal (add lines K2, L2, and M2) | 4 N2
Subtotal (line J2 minus line N2) (if negative, enter "0") 1,390,885 » 1,390,885 02

Future tax consequences that occur for the current year
Amount carried back from the current year to a prior year

I Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
(paragraph 111 carry-back loss carry-back carry-back carrybacks
‘ (@) ITA)
axable income after specified future tax consequences .. ... ... P2

Enter the following amounts after specified future tax consequences:
ncome for the credit union deduction

“amount E in Part 3 of Schedule 17) . . . Q2

Amount on line 400, 405, 410, or 425
‘of the T2 return, whichever is less . . . . R2

Aggregate investment income

line 440 of the T2 return) . . ... .. .. s2

Subtotal (add lines Q2, R2, and S2) > T2
’ Subtotal (line P2 minus line T2) (if negative, enter "0") > u2
Subtotal (line O2 minus line U2) (if negative, enter "0") A

. 3RIP adjustment for specified future tax consequences to the second previous tax year
‘ (line V2 muitiplied by the general rate factor for the tax year 4y ....A-0-B------0-8-B-BE---F-B5 m
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|'Part 2 — GRIP adjustment for specified future tax consequences to previous tax years (continued) —

Third previous tax year _2008-12-31

Taxable income before specified future tax consequences from

the CUMENttaX YEAI  « « v vt v v vt e e e e e e e e » 1,619,986 J3
Enter the following amounts before specified future tax

wonsequences from the current tax year:

Income for the credit union deduction

(amount E in Part 3 of Schedule 17) . . . K3
Amount on line 400, 405, 410, or 425
of the T2 return, whichever isless . . . . L3
Aggregate investment income
‘ (ine 440 of the T2 return) . .. ... ... 924 m3
Subtotal (add lines K3, L3, and M3) 924 » 924 N3
Subtotal (line J3 minus line N3) (if negative, enter “0") 1,619,062 » 1,619,062 03

| Future tax consequences that occur for the current year

Amount carried back from the current year to a prior year

Non-capital loss
‘ carry-back Capital loss Restricted farm Farm loss Other Total
(paragraph 111 carry-back loss carry-back carry-back carrybacks
(1)(a) ITA)
Taxable income after specified future tax consequences . .. ... .. o P3

Znter the following amounts after specified futuire tax consequences:
Income for the credit union deduction

‘amount E in Part 3 of Schedule 17) . . . Q3

Amount on line 400, 405, 410, or 425

of the T2 return, whicheverisless . . . . R3

Aggregate investment income

(line 440 of the T2return) ... ... ... S3

Subtotal (add lines Q3, R3, and S3) > T3
Subtotal (line P3 minus line T3) (if negative, enter "0") > u3

| Subtotal (line O3 minus line U3) (if negative, enter "0") V3

3RIP adjustment for specified future tax consequences to the third previous tax year
Jine V3 muitiplied by the general rate factor for the tax year 0.7 ) o i e e ey o g AL MmN m

Total GRIP adjustment for specified future tax consequences to previous tax years:

‘add lines 500, 520, and 540) (if negative, enter "0 . . .. ..o s s e e e e e e e wi
Znter amount W on line 560.
 Part 3 — Worksheet to calculate the GRIP addition post-amalgamation or post-wind-up
(predecessor or subsidiary was a CCPC or a DIC in its last tax year)
1b. 1 Post amalgamation . . . I__—I Postwind-up ...... D
Complete this part when there has been an amalgamation (within the meaning assigned by subsection 87(1)) or a wind-up (to which subsection 88(1) applies)
and the predecessor or subsidiary corporation was a CCPC or a DIC in its last tax year. In the calculation below, corporation means a predecessor or a
subsidiary. The last tax year for a predecessor corporation was its tax year that ended immediately before the amalgamation and for a subsidiary corporation
wvas its tax year during which its assets were distributed to the parent on the wind-up.
For a post-wind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which it
receives the assets of the subsidiary.
Somplete a separate worksheet for each predecessor and each subsidiary that was a CCPC or a DIC in its last tax year. Keep a copy of this calculation for
rour records, in case we ask to see it later.
Corporation's GRIP atthe end of its fast taxyear . . .. . .. . . o i st e e _AA
" Zligible dividends paid by the corporation in its last taxyear . .. ... .. . oL ¥ - BB
““xcessive eligible dividend designations made by the corporation in its last taxyear . . ... ... CcC )
‘ Subtotal (line BB minus lineCC) ____ P oo
GRIP addition post-amalgamation or post-wind-up (predecessor or subsidiary was a CCPC or a DIC in its last tax year)
TNE AAMINUS INE DD) ot ittt et e e e et e e e e e EE
After you complete this calculation for each predecessor and each subsidiary, calculate the total of all the EE lines. Enter this total amount on:
— line 230 for post-amalgamation; or
— line 240 for post-wind-up.
~PORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page :
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’— Part 4 — Worksheet to calculate the GRIP addition post-amalgamation, post-wind-up
(predecessor or subsidiary was not a CCPC or a DIC in its last tax year),
or the corporation is becoming a CCPC

‘ ne. 1 Corporation becominga CCPC ., .. .. |:| Post amalgamation . .. ....... D Postwind-up .. ........... D

Complete this part when there has been an amalgamation (within the meaning assigned by subsection 87(1)) or a wind-up (to which subsection 88(1) applies)
and the predecessor or subsidiary was not a CCPC or a DIC in its last tax year. Also, use this part for a corporation becoming a CCPC. In the calculation below,
‘ corporation means a corporation becoming a CCPC, a predecessor, or a subsidiary.

For a post-wind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which
it receives the assets of the subsidiary.

Complete a separate worksheet for each predecessor and each subsidiary that was not a CCPC or a DIC in its last tax year. Keep a copy of this
calculation for your records, in case we ask to see it later.

Cost amount to the corporation of all property inmediately befare the end of its previous/last taxyear .. ... .. oo v o FF

JThe corporation's money on hand immediately before the end of its previous/lasttax year . ... . ... ... .o o GG

Unused and unexpired losses at the end of the corporation’s previous/last tax year:

| NOR-Capital [OSSES . . . i i e e e e e e e
Net capital I0SSES . . . . .. e e e i e s -

Farm IOSSES . v o i e e e e e e e e e e e e e s e e e e
l Restricted farm I0SSES . . v v v o s e e e e e e e e e e e e e e s
Limited partnership I0SSES . . . . . o v vt i e e e e s

Subtotal > HH|

Subtotal (add lines FF, GG, and HH) I {

All the corporation's debts and other obligations to pay that were

outstanding immediately before the end of its previous/last taxyear .. ......... ... ... 4J

Paid-up capital of all the corporation’s issued and outstanding shares

of capital stock immediately before the end of its previous/last taxyear . ... ......... 0. KK

\AII the corperation's reserves deducted in its previous/lasttaxyear ... ... .. oo e LL

The corporaticn's capital dividend account immediately befere the end

‘ of its previous/lasttaxyear . . . ... . L i e e s s MM

The corporation's low rate income pool immediately before the end of

its previous/lasttaxyear . ... ... e e s e e NN

‘ Subtotal (add lines JJ, KK, LL, MM, and NN) > 00

GRIP addition post-amalgamation or post-wind-up (predecessor or subsidiary was not a CCPC or a DIC in its last tax
‘ year), or the corporation is becoming a CCPC (line Il minus line OQ) (if negative, enter"0") . ... ... . . o oo PP

After you complete this worksheet for each predecessor and each subsidiary, calculate the total of all the PP lines. Enter this total amount on:
— line 220 for a corporation becoming a CCPC;
‘ — line 230 for post-amalgamation; or
— line 240 for post-wind-up.
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%,I Canada Revenue  Agence du revenu SCHEDULE 548

Agency du Canada

CORPORATIONS INFORMATION ACT ANNUAL RETURN FOR ONTARIO CORPORATIONS

| Name of corporation Business Number Tax year-end

WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0001 2011-12-31

Year Month Day

s This schedule should be completed by a corporation that is incorperated, continued, or amalgamated in Ontario and subject to the Ontario Business
Cormporations Act (BCA) or Ontario Corporations Act (CA), except for registered charities under the federal Income Tax Act. This completed schedule serves
as a Corporations Information Act Annual Return under the Ontario Corporations Information Act.

Complete parts 1to 4. Complete parts 5 to 7 only to report change(s) in the information recorded on the Ontario Ministry of Government Services (MGS)
public record.

o This schedule must set out the required information for the corporation as of the date of delivery of this schedule.

* A completed Ontario Corporations Information Act Annual Return must be delivered within six months after the end of the corporation’s tax year-end.
The MGS considers this return to be delivered on the date that it is filed with the Canada Revenue Agency (CRA) together with the corporation’s
income tax return.

It is the corporation's responsibility to ensure that the infarmation shown on the MGS public record is accurate and up-to-date. To review the information
shown for the corporation on the public record maintained by the MGS, obtain a Corporation Profile Report. Visit www.ServiceOntario.ca for more
information.

This schedule contains non-tax information collected under the authority of the Ontario Corporations Information Act. This information will be sent to the
MGS for the purposes of recording the information on the public record maintained by the MGS.

r Part 1 —- Identification

m Corporation's name (exactly as shown on the MGS public record)

| WELLAND HYDRO ELECTRIC SYSTEM CORP.

Jurisdiction incorporated, continued, or amalgamated, Date of incorporation or Ontario Corporation No.
whichever is the most recent amalgamation, whichever is the ‘ Year Month Day
. t
Ontario most recen 2000-07-01 1426855

~Part 2 — Head or registered office address (P.O. box not acceptable as stand-alone address)

di(il Care of (if applicable)

10 Street number m Street name/Rural route/Lot and Concession number @ Suite number
950 E Main St
@ Additional address information if applicable (line 220 must be completed first)
PO Box 280
E Municipality (e.g., city, town) m Province/state Country m Postal/zip code
L Welland ON CA L3B 5P6

‘Part 3 ~ Change identifier

Have there been any changes in any of the information most recently filed for the public record maintained by the MGS for the corporation with respect to

' names, addresses for service, and the date elected/appointed and, if applicable, the date the election/appointment ceased of the directors and five most
senior officers, or with respect to the corporation's mailing address or language of preference? To review the information shown for the corporation on the
public record maintained by the MGS, obtain a Corporation Profile Report. For more information, visit www.ServiceOntario.ca.

m If there have been no changes, enter 1 in this box and then go to "Part 4 — Certification."
If there are changes, enter 2 in this box and complete the applicable parts on the next page, and then go to "Part 4 - Certification."

‘Part 4 - Certification

| certify that all information given in this Corporations Information Act Annual Return is true, correct, and complete.

PEG] PEEVER ROSS

Last hame First name

Middle name(s)

Please enter one of the following numbers in this box for the above-named person: 1 for director, 2 for officer, or 3 for other individual having
] knowledge of the affairs of the corporation. If you are a director and officer, enter 1 or 2.

Note: Sections 13 and 14 of the Ontario Corporations Information Act provide penalties for making false or misleading statements or omissions.

"2 SCH 546 E (10)
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Complete the applicable parts to report changes in the information recorded cn the MGS pubiic record.

~ Part 5 — Mailing address

!___ ] Please enter one of the following numbers in this box: 1 - Show no mailing address on the MGS public record.
2 - The corporation's mailing address is the same as the head or
’ registered office address in Part 2 of this schedule.

3 - The corporation's complete mailing address is as follows:

m Care of (if applicable)

@ Street number Street name/Rural route/Lot and Concession number o @ Suite number

rm Additional address information if applicable (line 530 must be completed first)

m Municipality (e.g., city, town) @ Province/state m Country @ Postal/zip code

r Part 6 — Language of preference
D Indicate your language of preference by entering 1 for English or 2 for French. This is the language of preference recorded on the MGS public
i record for communications with the corporation. It may be different from line 990 on the T2 return.

|
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g,gy 7l Canada Revenue Agence du revenu
T Hl  Agency du Canada

2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF.
86375 9692 RC0001

Code 1101

SCIENTIFIC RESEARCH AND EXPERIMENTAL
DEVELOPMENT (SR&ED) EXPENDITURES CLAIM

Use this form:
® to provide technical information on your SR&ED projects;

¢ to calculate your SR&ED expenditures; and

® to calculate your qualified SR&ED expenditures for investment tax credits (ITC).

‘o clalm an ITC, use either:
o Schedule T2SCH31, Investment Tax Credit — Corporations, or

s Form T2038(IND), Investment Tax Credit (Individuals).

"he information requested in this form and documents supporting your expenditures are prescribed information.

Your SR&ED claim must be filed within 12 months of the filing due date of your income tax return.

"o help you fill out this form, use the T4088, Guide to Form T661, which is available on our Web site: www.cra.gc.ca/sred.

Part 1 — General information

m Name of claimant

' WELLAND HYDRO ELECTRIC SYSTEM CORP.

Enter one of the following:

86375 9692 RC0001

Business Number (BN)

Tax year
e | 2011-01-01 [
‘ Year Month Day
To: | 2011-12-31 !

Year Month Day

0 Total number of projects you are claiming
this tax year:

2

Soacial Insurance Number (SIN)

Fm Contact persen for the financial information

Rob Galipeau

Telephone number/extension m Fax number

(416) 360-7733 (416) 360-7733

Contact person for the technical information

Kevin Bailey

Telephone number/extension Fax number

(905) 732-1381

T
51 If this claim is filed for a partnership, was Form T5013 filed?

L If you answered no to line 151, complete lines 153, 156 and 157.

m Name of the partners

156 [T m BN or SIN

i

o

Part 2 - Project information

CRA internal form identifier 060

Code 1101
:omplete a separate Part 2 for each project claimed this year.
{Section A - Project identification
200 Project title (and identification code if applicabie)
| Se= schedule
19
881 E (11) Canada
Page 1
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Part 3 — Calculation of SR&ED expenditures
Yhat did you spend on your SR&ED projects?

Section A — Select the method to calculate the SR&ED expenditures

| elect (choose) to use the following method to calculate my SR&ED expenditures and related investment tax credits (ITC) for this tax year.
' understand that my election is irrevacable (cannot be changed) for this tax year.

[‘X'l | elect to use the proxy method
= |2} (Enter "0" on line 360. Complete Part 5 and you do not need to track any expenditure incurred for overhead)

| | choose to use the traditional method
- (Enter *0" on line 355. Complete line 360, and track any expenditure incurred for overhead)

Section B — Calculation of allowable SR&ED_expenditures (to the nearest dollar)
» SR&ED portion of salary or wages of employees directly engaged in the SR&ED:
a) Employees other than specified employees for work performed in Canada . . . .. ... ... . o e E

‘ b) Specified employees for work performed in Canada . . . . . . ... s
Subtotal (add lines 300and 305) . .. ......... 306

€) Employees other than specified employees for work performed outside Canada (subject to limitations — see guide) i
d) Specified employees for work performed outside Canada (subject to limitations —see guide) . .. ... . ... .. .. 30

° Salary or wages identified on line 315 in prior years that were paid in this taxyear ... ... ... ... ... oo m
Salary or wages incurred in the year but not paid within 180 days of the taxyearend . ... .. m
® Cost of materials consumed in performing SR&ED . . . . . e e e @
| ¢ Cost of materials transformed in performing SR&ED . . . . . . e e e
Contract expenditures for SR&ED performed on your behalf:

a) Amm's length CONracts . . . . . . o e e e s
b) Non-arm's length contracts . . . . .. i e e e e 345
* [ease costs of equipment used:

a) All or substantially all (90% of the time or more) for SR&ED . . ... .. m
b) Primarily (more than 50% of the time but less than 80%) for SR&ED. (Enter 50% of lease costs if you use the proxy
[ method or enter "0" if you use the traditional method) . . . .. ... 355

3 Overhead and other expenditures (enter "0" if you use the proxy method) .. . .. .. .o L 360

e Third-party payments (complete Form T1263%) . . .. . .ttt e e e 370

Total current SR&ED expenditures (add lines 306 t0 370; donotadd line 315) . .. ... .t ittt 380
(Corporations need to adjust tine 118 of schedule T2SCH1)

® Capital Expenditures (see guide for what qualifies for SR&ED) . ... ... . o i e m
(Do not include these capital expenditures on schedule T2SCHS)

Total allowable SR&ED expenditures (add lines 380 and 390) . . . . . . . i i it e m

@

90,406

90,406

+ + o+

1

90,406

90,406

Section C — Calculation of pool of deductible SR&ED expenditures (to the nearest dollar)
Amount from N8 400 . L o . .t e e e e e e e e e e 420

Jeduct

s provincial government assistance for expenditures included on line 400
» other government assistance for expenditures included on line 400

» non-government assistance for expenditures included on line 400

» SR&ED iTCs applied and/or refunded in the prior year (see guide)

» sale of SR&ED capital assets and other deductions . . . . . .. L L e e e e
Subtotal (line 420 minus lines 428 t0440) . . . . it e e e e e 442
- Add

s repayments of government and non-government assistance that previously reduced the SR&ED expenditure paol
s prior year's pool balance of deductible SR&ED expenditures (from line 470 of prior year T661) .. .. .. ... ..........
» SR&ED expenditure pool transfer from amalgamation orwind-up . ... .. oL o o e
s amount of SR&ED ITC recaptured in the prioryear ... ... .. e e e e e e e e e e e ENTAGH AN GTECES

Amount available for deduction (add lines 44210 453) . . . . L L e e e
(enter positive amount only, include negative amount in income)

* Deduction claimed inthe year . . . . o L e e e e e e
(Corporations should enter this amount on line 411 of schedule T2SCH1)

Pool balance of deductible SR&ED expenditures to be carried forward to future years (line 455 minus 460)

90,406

12,125

78,281

78,281

78,281

Form T1263, Third-Party Payments for Scientific Research and Experimental Development (SR&ED)
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Part 4 — Calculation of qualified SR&ED expenditures for investment tax credit (ITC) purposes

7he resulting amount is used to calculate your refundable and/or non refundabie ITC.

Enter the breakdown between current and capital expenditures (to the nearest dollar)
‘ Current Capital
Expenditures Expenditures
Total expenditures for SR&ED (from line 380 and 390) . . .. ... ..o 492 90,406 496
Add
o payment of prior years' unpaid amounts
(other than salary Or wages) . . . . o vt v e e m g
® prescribed proxy amount (complete Part 5)
(Enter "0" if you use the traditional method) . . . .. ... ... m o 58,443
» expenditures on shared-use equipment (see guide) . . ... .o e e % +
e qualified expenditures transferred to you (complete Form T1146™%) ... ... ........ m + +
Subtotal (add lines 492 to 508, and add lines 49610 510) . .. . ... e 511 = _ 148,849 512 = |
Deduct
o provincial government assistance . . .. .. i 513 km 514 -
‘ o other government assiStanNCe . . . . .. i e s 515 =i 516 S
* non-government assistance and contract payments . . . ... ..o s s 517 k& 518 I -
s current expenditures (other than salary or wages) not paid within 180 days
ofthetaxyearend . . . ... . e e e s m =
e amounts paid in respect of an SR&ED contract to a person or partnership
that is not taxable supplier . . . . .. .. e s e =
o prescribed expenditures not allowed by regulations (see guide) .. ... ... ... = @ =
o other deductions (see guide) . . . . .. . e s = =
* non-arm's length transactions
— assistance allocated to you (complete Form T1145*) . . . ... .. .o s m - m =
— expenditures for non-arm's length SR&ED contracts (from line 345) . ... .. ... .. 541 -
l — adjustments to purchas.es (limited t.o costs) of goods and services from
non-arm's length suppliers (seeguide) .. ... ... ..o e e e - -
— qualified expenditures you transferred (complete Form T1146*%) .. ....... ... % = @ .
Subtotal (line 511 minus lines 513 to 544 and line 512 minus lines 514t0 546) . .. ... .. 5§57 = 148,849 558 =
\Qualiﬁed SR&ED expenditures (add lines 557 and 558) . ... ... ia i e TR 5659 = 148,849
Add
» repayments of assistance and contract payments madeintheyear . ... ... n i s m +
Total qualified SR&ED expenditures for ITC purposes (add lines 559 and 560) . .. ... .. .v ooy 570 148,849

Form T1145, Agreement fo Allocate Assistance for SR&ED Between Persons Not Dealing at Arm's Length
* Form T1 146, Agreement to Transfer Qualified Expenditures Incurred in Respect of SR&ED Contracts Between Persons Not Dealing at Arm's Length
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Part 5 — Calculation of prescribed proxy amount (PPA)

i notional amount representing your overhead and other expenditures.

“his part calculates the PPA to enter on line 502 in Part 4. Do not complete this part if you have chosen to use the traditional method in Part 3 (line 162).
You can only claim a PPA if you elected to use the proxy method for the year in Part 3 ( line 160).

Special rules apply for specified employees. Calculate your salary base in Section A and the PPA in section B.

Section A — Salary base
Salary or wages of employees other than specified employees (from line 300 and 307) . . .. vt v v v v v e 810 + 50,406
Deduct
Bonuses, remuneration based on profits, and taxable benefits that were included on line 810 .. .. ... . . o oo m - 494
‘Subtotal (0E BTOMINUS 812) .« o ottt i e e et e e e e e e e e e e e e e e e 814 = 89,912
Salary or wages of specified employees
NG T e 856 .
‘ Column 1 Column 3 Column 4 Column & Column 6
Total salary or
wages for the
I year (SR&ED and 2,5x A xB/365
non-SR&ED) A = Year's
excluding timz’s%fent i:g;?:;tn maximum Amount in
NameofSpectled | bouses | anSRimd | amumpiediy | Pomore | umnass
) (maximum percentage in - -
‘ based on profits, 75%) column 3 B = Number amount is less
and taxable of days employed
benefits in tax year
: (to the nearest
‘ dollar)
| (Enter total of column 6 on line 816) m +
I;Salary base (total of INES 814 ANA B1B) .+ o v o v vt et vt e et e e e e e e e e e = 89,912
Section B — Prescribed proxy amount (PPA)
Enter 65% of the salary base (M€ 818 X 85%) .« « v v v v vt e et ettt e e et e e e e 820 = 58,443
Enter the amount from line 820 on line 502 in Part 4 unless the overall cap on PPA appliestoyou. ... .. . it oo on
‘ (See the guide for explanation and example of the overall cap on PPA)
art 6 — Project costs
Information requested in this part must be provided for all SR&ED projects claimed in the year.
Expenditures should be recorded and allocated on a project basis.
lox7A i !
Project title or identification code Salary or wages Cost of materials Contract
in the tax year in the tax year expenditures for
SR&ED performed
on your behalf
in the tax year
(Total of lines (Total of lines (Total of lines
306 to 309) 320 and 325) 340 and 345)
. Infrastructure Management and Optimization 53,366
2.  Ensuring 98% read success rate for 20,000 deployed smart 37,040
Total 90,406
L
Page 4
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Part 7 — Additional information

90,406

Expenditures for SR&ED performed by you in Canada (line 400 minus lines 307, 309, 340, 345, and 370) .. ......... m

From the total you entered on line 605, estimate the percentage of distribution of the sources of funds
for SR&ED performed within your organization. Canadian (%) Foreign (%)

100.000

Internal . e e e e e e e e e e heeie we be i wale e T A

J Parent companies, subsidiaries, and affiliated companies ... .. ... .. e
Federal grants (do not include funds or tax credits
from SR&ED taxincentives) . . . . . . .. e e s

Federal contracts . . . . . . e e e e e e e e e e e e

‘ Provincial funding . . o o ot o e e e e e e e e
SR&ED contract work performed for other companies on their behalf .. .. ... ..........
Other funding (e.g., universities, foreign governments) . . . .. ... oo e e e

614
618

‘ Enter the number of SR&ED personnel in full-time equivalents (FTE):
Scientists and ENGINEEIS . . . . v v v i i i e e e e L e
Technologists and technicians . . . . . . . 0 e e e e e e e b e s e s
I Managers and administrators . . . . . . e e e e e e e e e e e e
Other technical supporting staff . . . . . . . i e e e e e e s

Part 8 — Claim checklist

To ensure your claim is complete, make sure you have: —
1. used the current version of this fOrmM . . L . o e e e e e e e e e e e e s m

‘ 2. entered the method you have chosen for reporting your SR&ED expenditures in Section Aof Part3 . ....... ... ... ... oo
3. completed Part 2 for each project . . o o o e e e e e e s s
‘ 4. filed a completed Schedule T2SCH31 or Form T2038(IND) to claim ITCs on your qualified SR&ED expenditures . ... vt @
5. filed a completed Form T1145*, T1146**, T1174*** and/or T1263**** including any required attachments, if applicable . ................. @
To expedite the processing of your claim, make sure you have:
1. completed Form T2, Corporation Income Tax Return or Form T1, Income Tax and Benefit Retum . . ... .. v oo v i Eide G e B A
2. filed the appropriate provincial and/or territorial tax credit forms, if applicable . . .. .. .. L e B_l
‘ 3. retained documents to support the SR&ED expenditures you claimed . . .. . ... L i e e s @
4. checked boxes 231 and 232 on page 2 of your T2 return fo indicate attachment of Form T661 and Schedule T2SCH31 . ....... ... .. ... E’

*  Form T1145, Agreement ta Allocate Assistance for SR&ED Between Persons Not Dealing at Arm's Length
** Form T1148, Agreement ta Transfer Qualified Expenditures Incurred in Respect of SR&ED Contracts Between Persons Not Dealing at Arm's Length
*** Form T1174, Agreement Between Associated Corporations to Allocate Salary or Wages of Specified Employees for Scientific Research and
Experimental Development (SR&ED)
**** Form T1263, Third-Party Payments for Scientific Research and Experimental Development (SR&ED)

Part 9 — Certification

| certify that | have examined the information provided on this form and on the attachments and it is true, correct, and complete.

ROSS PEEVER BRG] 2012-06-25
Name of authorized signing officer of the corporation, or individual Signature Date

.-J’E% BeneFACT Consulting Group Inc. o
Name of person/firm who completed this form
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Part 2 - Project information (continued) Project number 1
CRA internal form identifier 060
>omplete a separate Part 2 for each project claimed this year. Code 1101
Section A - Project identification
L Project title (and identification code if applicable)
Infrastructure Management and Optimization -
14 Project start date Completion or expected completion date Field of science or technology code
(See guide for list of codes)
| 2010-09 | | 2012-03 |
Year Manth Year  Month 2.02.09 I Software engineering and technaology
Project claim history
1 D Continuation of a previously claimed project m 1 E] First claim for the project
m Was any of the work done jointly or in collaboration with other businesses? . . ... .... .. ... ... ... .. ...... 1 D Yes 2 @ No
if you answered yes to line 218, complete lines 220 and 221.
' Names of the businesses BN
1
The wark was carried out (check any that apply)
1 D In a laboratory @ 1 In a commercial plant or facility
p 1 [:I In a dedicated research facility m 1 D Others, specify m
Purpase of the work
To achieve technological advancement for the purpose of creating new or N
A N e . ) For the advancement of scientific knowledge
1 improving ex.lstmg matena[s, devices, products or processes. m 1 D (Go to Section C — Basic or applied research)
(Go to Section B — Experimental development)
| Section B — Experimental development
The technological advancements you were trying to achieve with this work were required for:
‘ Materials, devices, or products Processes
The creation of new 1 1 D
‘ The improvement of existing 1 I:I 1 [:l
m What technological advancements were you trying to achieve? (Maximum 50 lines)
1. The technological objective for this project was to develop a web-based
2. database system which would work concurrently with the cn-ground hard-wired
|3. system. The database system would keep in store the vast amount of information
4, present on our physical system with the additional capability of being
5. internet accessible and instantly updatable, so that on-the-field
6. modifications made to the physical system would be recorded in runtime,
T enabling us to save valuable time and effort and ensuring that the data
B present to us is always current.
3.
10. In order to achieve this goal, we developed a web-based system, as well as
11. programming add-ons to the commercial software platform Autodesk Topebase in
12. order to ensure the smooth integration of this system intc the environment
13. without compromising the flexibility or performance characteristic of the end
14. product yet greatly enhancing functionality.
15.
[16. This project was completed with success during the claim period. The enhanced
[17. functionality attained through the project, and the understanding we gained
18. represents a technological advancement with respeci to the underlying
.19. technology.
[20.
|
21. The development of this technology resulted in considerable knowledge gains
Page 1
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m What technological advancements were you trying to achieve? (Maximum 50 lines)

N

for our company including:

* Leveraging the use of proprietary open source software to develop a highly

configurable smart-build system with a web-based interactive interface and an

easily accessible information database.

* Enhanced online functionality of the system which resulted in allowing us to

perform on-field inspections and instant updates to the database to ensure

system information remained up to date.

* Improved system integration and information presentation, so that all

L (G o (00 [P e o [N | I

necessary information was present to us as required, from all physical

connections, characteristics, and work eorder information for any object of

s
W N = O (W[ [0y (L i Lo [N

interest in our system, to updated customer information and comprehensive

physical system layout, in an easily accessible web-based or report-based

w oW
O e

format.

What technological obstacles/uncertainties did you have to overcome to achieve the technological advancements described in Line 2407
| (Maximum 50 lines)

L. At the onset of the project, limitations in the existing state of the art

technology and off-the-shelf software programs prevented us from directly

achieving our objectives. These obstacles were specific to the new

capabilities we wanted, as developing a tool to monitor a system of our scale

and for our specifications was not available a priori. In order to remove

these technical problems and achieve the advancements, we needed to overcome

the following technological obstacles:

* The first challenge was to implement a system which would be able to provide

ol jus | oy o e WD s

o |

an accurate GIS model and database of the physical on-greound system. The

challenge lay in the fact that the leading proprietary software used for our

—
=

specific modeling application - Butodesk Topobase, was designed primarily to

,_.
N

=
w

serve European industry standards, and its out-of-the-box applicability to

North American systems, standards and environments was minimal.

-
=N

* Another rchallenge was to deal with the system performance latency issues

—
w

which arose due to tEwe main reasons: 1. the large volume of data that the

[,
[e2}

system was required to handle, and 2. the modified version of the software we

=
~J

purchased from a third-party vendor. The vendor modified the software in an

—
@

PN

attempt to tailor the program to fit our requirements and the standards

present in our specific environment. Howewver, due to inaccurate modeling of

N
(e]

our specific requirements and the presence of corrupt dll files in their

IR
=
o]

~
N

programming, we initially faced many errors and program crashes.

[23. * Our next challenge was the lack of a web-based database system to complement

|24. the developed system, which restricted us from runtime database modification,
25. thereby reducing system functionality as a whole.

26. * Our final challenge was ensuring all information on the system, including
|27. customer and specific part information, was up to date, present in multiple
')8. formats for improved accessibility and inspection, and fully integrated into
29. one system.

What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
‘(Summarize the systematic investigation) (Maximum 100 lines)

The following paragraphs summarize the work we did during the claim period and

the incremental results we achieved toward removing the technolegical

obstacles.

The first challenge involved tailoring the Autodesk Topobase software to fit

our specific reguirements. This involved performing significant programming

modifications to the software using sequel programming, as the inbuilt version

of the software was too generic to be implemented for North American

industrial standards. Our initial attempts to modify the software led to the

— O (o= oY [T e w2 [N |1

o |-

development of bugs and system crashes. Variations were made to the software

C..RPORATE TAXPREP [ TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
(Summarize the systematic investigation) (Maximum 700 lines)

11. incrementally to enhance its applicability, and through the course of the

12. vyear, after performing multiple iterations we were able to develop and launch
113. a variant which was fully tested and suitable for our needs. The first step to
14. achieve this goal was improving the current GIS tracing function, which was
15. too basic for our requirements. Through reprogramming the system and

|16 integrating the part database with the GIS, the newly developed system is now
'17. able to provide detailed information on any object of interest. Selection of
18. any object in the system provides details of the individual object as well as
(19 all physical connections, system layout, and customer information pertaining
|20. to that speecific object. In this way the system was modified to encompass and
21. generate all necessary information.

22,

|23. Our next challenge was to ensure optimal system performance. One main obstacle
|24. to this was the large amount of data that the system was required to handle
25. reqularly, especially if the function of consistent information updates was to
26. be maintained. There are hundreds of thousands of part drawings and files for
27. transformers, poles, conductors, etc., which needed to be imported into the
28. system and maintained regularly. Initially system performance suffered due to
29. the required data rate. Incremental changes were made to the system, and after
30. performing procedures for system overhaul including hardware optimization and
31. improved system upkeep, that problem has been fully addressed.

32.

33. The other obstacle to optimal system performance was the version of the

34. Autodesk Topobase software we had procured from a third-party vendor. The

35. vendor was responsible for one-time software installation and support. The

36 vendor created API's using Autodesks open-source programming function to

37. create custom functions and buttons. However, the add-ons they provided led to
38. system performance deterioration and frequent system crashes. Performance was
39, improved by reprogramming the software. The corrupt dll's and unnecessary

|40. system features were sequentially eradicated over the year, leading to

'11. significant system performance enhancement.

12.

[43. our next challenge was to develop an integrated web-based database system to
|44. complement the developed GIS. Through the programming and development of

45. network- based access to the Oracle database for the GIS system, remote

/46. information update to the system has allowed information update on the

|47. database to be greatly streamlined. Field-to-server communication using 3G

18. technology now allows inspections to be performed in the field and the

19. pertaining data Lo be updated on the server in runtime.

50.

51. The final challenge is ensuring all system information is up to date and

52. accessible. The parts and physical system information present in the GIS

53. software on the Oracle database was made accessible from the field, and can be
54, modified to include any changes made to the system. Further, we have

55. programmed a batch file which accesses the customer information database and
36. updates the oracle database ewvery night, ensuring that the customer

57. information and physical system information which is accessible every business
38. day is current.

39.

60. Improved accessibility has been achieved using two approaches. The first was
51. through the creation of a php-based web portal which provides access to

52. available GIS maps as well as options to filter maps to display specific

163 information. The second is through our development of a programmed subsystem
64. which generates inspection files for all parts in the system. This system

55. ensures all data pertaining to a specific part - including part

56. specifications, location, all physical and customer connections, and a current
67. digital photograph, is available in a single hardcopy document format based on
58. the most up to date information.

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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|
Section C ~ Basic or applied research

1 What advancements in scientific knowledge were you trying to achieve? (Maximum 50 lines)

i VWhat work did you perform in the tax year, how did that work contribute to the advancements described in Line 2507
(Summarize the systematic investigation) (Maximum 100 lines)

1
2
3.
4

; Section D — Additional project information

IWho prepared the responses for Section B or Section C?

m Employee directly involved in Name
1 the project Kevin Bailey

Name
1 I:I Other employee of the company

! — Name Firm
‘E 1 m External consuitant @ @ " )
[ Benefact Consulting Benefact Consulting

st the key individuals directly involved in the project and indicate their qualifications/experience.

m Names m Qualifications/experience and position title

‘ 1 Tom Wilga Engineering Technician; over 10 years industry experience
2

|

B

% Are you claiming any salary or wages for SR&ED performed outside Canada? .. ...... . ..o, 1 D Yes 2 No

Are you claiming expenditures for SR&ED carried out on behalf of ancther party? ... ....... ... ..ol 1 D Yes 2 No

Are you claiming expenditures for SR&ED performed by people other than your employees? . ... ... ..o h e 1 D Yes 2 ‘E No

] If you answered yes to line 267, complete lines 268 and 269.

Names of individuals or companies @ BN

Nhat evidence do you have to support your claim? (Check any that apply)
fou do not need to submit these items with the claim. However, you are required to retain them in the event of a review.

%E 1 D Project planning documents 1 D Progress reports, minutes of project meetings
Records of resources allocated to the project, Test protocols, test data, analysis of test resuits,
Ay ':Itime sheets 277 | Dconclusions
1 [:| Design of experiments 1 EI Photographs and videos
1 I:‘ Project records, laboratory notebocks 1 D Samples, prototypes, scrap or other artefacts
@ 1 Design, system architecture and source code 1 D Contracts

% 1 D Records of trial runs m 1 [XIOthers, specify m emails

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17 ~ VERSION 2012 V1.1
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Part 2 - Project information (continued) Project number 2
CRA internal form identifier 060
Complete a separate Part 2 for each project claimed this year. Code 1101
Section A - Project identification
Gﬁ Project title (and identification code if applicable)
Ensuring 98% read success rate for 20,000 deployed smart met
Project start date Completion or expected completion date m Field of science or technology code
(See guide for list of codes)
1 2011-01 | | 2012-03 |
| Year  Month Year _Month 2.02.05 I Automation and control systems
‘ Project claim history
m 1 D Continuation of a previously claimed project 1 First claim for the project
@ Was any of the work done jointly or in collaboration with other businesses? .. ... ... ... ... .- 1 l:] Yes 2 No
if you answered yes to line 218, complete lines 220 and 221. ] |
fﬁ Names of the businesses 221 BN '
1
The work was carried out (check any that apply)
1 D In a laboratory @ 1 In @ commercial plant or facility
P 1 D In a dedicated research facility m 1 |:| Others, specify @
Purpose of the work
To achieve technological advancement for the purpose of creating new or )
. ) e ) . For the advancement of scientific knowledge
; 1 improving ex.lstmg materla[s. devices, products or processes. m 1 D (Go to Section C — Basic or applied research)
(Go to Section B — Experimental development)
| Section B ~ Experimental development
The technological advancements you were trying to achieve with this work were required for:
Materials, devices, or products Processes
The creation of new 1 D 1
‘ The improvement of existing 1 D 1
m What technological advancements were you trying to achieve? (Maximum 50 lines)
1. Our technological objective was to ensure that the network of 20 thousand
2. smart meters was functioning with the desired 98% read success rate as
|3. mandated by the provincial authority. Given the large number of meters, our
"y, objective was to develop technology to quickly identify the cause of a defect
Sls and determine guickly whether the meter should be fixed or replaced.
|6-
[7. At the conclusion of the current claim period our infrastructure has gone
3 live. We have had significant success in identifying typical causes of meter
D failures. Furthermore, advancements made to the underlying technology has
10. enabled us to minimize the replacement of meters. Below we discuss some of our
11. main advancements:
12.
|l3. * The deployment of a custom tool on handheld devices has proven to be our
14, first line of defence in detecting defects with an individual meter. The tool
15. enables us to ping the meter as well as place it in buddy mode.
116.
|lz. * Instead of replacing meters with a weak signal we have leveraged the buddy
18, mode to enable them to piggy back their communication through a neighbouring
'19. functional meter. Furthermore, in-house experimentation has revealed that a
|20. hard reset on these meters requires a 10 minute power off cycle due to an
|
21. internal capacitor that requires this time to be completely drained. This
Page 1
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m What technological advancements were you trying to achieve? (Maximum 50 lines)

22. previously unknown and undocumented fact has enabled us to reset a large

.23. number of previously dysfunctional meters.

[24.

25, * We have deployed a field management tool which lets us not only ping a meter —
26. but detect its mode. Through this tool we are able to identify meters which
|27. were previously set on buddy mode but whose mode had been turned off due to
l2g. system maintenance and tuning. This has enabled us to minimize the effort

29. required in debugging meter failures.

(30.

[31. * To deal with congested areas we have developed a new mode which minimizes
32. the number of messages generated. This reduces nocise level and prevents the
33. tower to become bombarded by messages. Furthermore, we have developed, tested
|34. and optimized the messages being sent for each mode. This in-house development
'35. has had one key focus; ensure high reads while minimizing network congestion

36. by reducing the number of un-necessary messages being sent.

m What technological obstacles/uncertainties did you have to overcome to achieve the technological advancements described in Line 2407
(Maximum 50 lines)

Installation of 20 thousand smart meters, a technology still in its infancy,

has posed immense technological challenges and obstacles. During the course of

the current claim period we have had to undertake research and experimentation

to deal with the complicated network of 20 thousand meters we have

established. We discuss some of the key technological challenges below:

* Qur biggest challenge was to ensure that the network of over 20 thousand

smart meters was working as desired. More specifically, we faced the momentous

WD =t O (LT el [N

5 challenge of achieving the desired 98% success rate which meant that 98% of

10. meters must communicate with the central repository at least once every 15

11. minutes. Our first experiment showed a 3% failure rate, which, given the large

[12. number of meters, amounted to experimentally identifying the cause of failure

|13. for 600 meters. We were challenged to develop a methodology to quickly

4. investigate and identify why each meter was not working.

15,

116. * Our next challenge was dealing with meters with weak radios. For successful
17. communication the signal strength should be at least 90DB. However, some

18. meters only read 70DB which was too weak. Furthermore, if through an on-site

19. experiment a meter could not be pinged within a 15 feet distance we knew that

20. the meter either had a weak radio or was defective. We were challenged to
21. identify such meters and find a work-around.

122.

(53. * We were challenged tu overcome the technological hurdle that network

24, maintenance on our meters switched off their buddy mode which made meters
25. relying on buddies te communicate fail. Since we did know when such network

|26. tuning was performed, we faced the challenge of determining why all of a

7. sudden large number of meters stopped working and then develop a methodology

28. to handle such occurrences.

29.

30. * The large number of messages generated by meters in congested areas such as
31. apartment buildings posed a major technological challenge since the tower was
32. unable to handle being bombarded with so many messages in short spurts. We

33. were challenged to decrease the number of messages generated by reducing noise
34, levels emanating from congested areas.

What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
(Summarize the systematic investigation) (Maximum 100 lines)

IR, To overcome the challenge of investigating the over 600 offline meters, our

(2. first line of experimentation was through a custom tool deployed on a

[3. handheld. We have developed a process through which we identify the cause of
4. the problem with an individual meter. Using the tool we can ping a meter and

LRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
(Summarize the systematic investigation) (Maximum 100 lines)

also put it into buddy mode. This mode was developed so that if a meter cannot

2

1 6. directly communicate with a collector it communicates with a buddy meter which
17. then communicates on its behalf. However, although theoretically ideal, the
‘3. tool is cumbersome to use. First, the tocl did not always perform as desired
On and sometimes was unable to place the meter into buddy mode. Second, even if
[10. the tool was successful in switching the mode on a meter, the solution did not
I11 . always work. After research we developed a methodology to ensure that at least
12. we eliminated the uncertainty that the meter had not been placed in buddy

13. more. Once this was resolved, we began investigating the cause of the second
14, problem i.e. meters not communicating even when placed in buddy mode.

15.

16. Our next challenge was dealing with meters with weak radios i.e. with signal
17. strength less than 90DB. Our infrastructure is laid out so that meters talks
18. to a tower, the tower talks to a collector which is the backbone connection to
19. the central repository. In an ideal situation, each meter talks to the closest
[20. tower. However, meters with weak radios cannot achieve this. Instead of

[21. replacing the meter (which is time consuming and costly) we chose to manually
22. enable buddy mode. This means that a meter with a defective radio can.still
23. piggy back on a neighbouring functicning meter. Our on-site experiments

[24. resulted in limited success; switching the defective meters to buddy mode

5. successfully got a number of meters on line. Meters that could not be brought
26. online even in buddy mode were taken to our lab for further investigation.

|27. Each meter was placed on a testboard and experiments conducted to ensure that
l28. we only discarded defective meters. Through such experimentation we identified
"29. that meters contain a capacitor which is drained after being off power for 10
|30. minutes. Hence a hard reset requires 10 minutes. We were able to successfully
[31. reset a number of modems after we made this discovery. Any meter which still
32. did not come live after all these attempts was discarded and replaced with

33. functioning meters.

34.

35. The discovery that meters that we had switched to buddy mode randomly turned
36. their buddy mode off posed another technological hurdle. Further investigation
37. 1led to the discovery that network maintenance often updated the meters which
38. placed the meters in their default settings that included having the buddy

39. mode turned off. We deployed a field management tool through which we are not
40. only able to ping the meter but also detect what mode is set on the meter.

41. Through this mode we are able to quickly identify meters whose buddy mode

12, becomes disabled. Resetting the mode on these meters fixed the issue.

13.

[44 A last technological challenge was to get meters situated in congested areas
'45. such as apartment buildings to communicate with the tower. Through research we
16. identified that meters were generating a lot of message traffic. The default
|47. settings on the meters results in multiple messages to the tower as well as —
l48. neighbouring meters. We realized that sending so many messages was causing

49 . extraordinary levels of noise which in turn was causing messages to be lost

. 30. since the tower was unable to deal with the traffic. We have developed a

|51. clever solution for such congested areas through the development of a new

52, mode.In the new mode, meters broadecast to everyone in the vicinity. A buddy
53, forwards the message te the tower. At the same time, the tower acknowledges
[54. the indirect communication so that the meter residing in the congested area
Is5. knows which huddy to send future communications through thereby not requiring
56. new buddy discovery. At the same time other buddies know that the meter found
(57. a buddy that is transmitting on its behalf so that not all buddies trxry to

58. communicate on a meter's behalf. Our experiments show that this mode works

59. extremely well for congested areas by reducing the number of messages that are
60. generated.
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‘Section C - Basic or applied research

m What advancements in scientific knowledge were you trying to achieve? (Maximum 50 lines)

e e (N

What work did you perform in the tax year, how did that work contribute to the advancements described in Line 2507
(Summarize the systematic investigation) (Maximum 100 lines)

LT e

I
3ection D — Additional project information

Who prepared the responses for Section B or Section C?

1 [X] Employee directly involved in LT Name
the project Kevin Balley

T
1 D Other employee of the company 256 B
N Firm
1 External consultant P Name
Benefact Consulting Benefact Consulting
List the key individuals directly involved in the project and indicate their qualifications/experience.
Names Qualifications/experience and position title
Christine Hopson Meter Technician; 5 + years industry experience
! y Jerry Woods Asst. Sub Foreman; 20 + years industry experience
l <)
L]
E Are you claiming any salary or wages for SR&ED performed outside Canada? . ... .. ... n i 1 D Yes 2 No
% Are you claiming expenditures for SR&ED carried out on behalf of anotherparty? ~ .. ... ... .. oo 1 l:] Yes 2 No
Are you claiming expenditures for SR&ED performed by people other than your employees? ... ... .o oo 1 D Yes 2 No

‘ If you answered yes to line 267, complete lines 268 and 269.
Names of individuals or companies m BN

Narhat evidence do you have to support your claim? (Check any that apply)
‘ou do not need to submit these items with the claim. However, you are required to retain them in the event of a review.

Z(I 1 D Project planning documents 1 D Progress reports, minutes of project meetings

Records of resources allocated to the project, = Test protocols, test data, analysis of test resuits,
71 Dtime sheets L D conclusions
. 1 D Design of experiments 1 D Photographs and videos
1 D Project records, laboratory notebooks 1 [X] Samples, prototypes, scrap or other artefacts
1 D Design, system architecture and source code m 1 D Contracts

@ 1 Records of trial runs m 1 Others, specify m Emails

L_.1PCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1

Page 4



E-FILING INSTRUCTIONS
Welland Hydro Electric System Corp.

FEDERAL - T2 NIL

Tax Centre Address: Canada Revenue Agency
Tax Centre
275 Pope Rd
Summerside PE CIN 6A2
Courier Address: Same As Above
Tax Return Due Date: July 3, 2012
Tax Due: No tax owing
Tax Due Date: N/A
Payable To: N/A
Tax Refund: N/A

Signing Instruction:

One copy of the Form T183 Information Return for Corporations Filing Electronically should be signed
where indicated and returned to Deloitte in the enclosed envelope. Please note that we cannot
electronically submit the tax return until such time as the aforementioned signed form is in our
possession. The Canada Revenue Agency does not currently provide an extension where a corporate
income tax return is rejected during the electronic filing process; as such, we request that you provide the
signed authorization form at least 3 business days prior to the filing deadline listed above. Where the
authorization form is received within 2 days of the filing deadline, we cannot guarantee that the income
tax return will be accepted and as a result we cannot guarantee that the income tax return will be filed
prior to the deadline.

Form RC59 Business Consent should be signed and forwarded to the above tax centre address. Where
applicable, a cheque for any outstanding balance can be forwarded along with the Business Consent form
to the Canada Revenue Agency.
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] Sonece Rovee e ™™ T2 CORPORATION INCOME TAX RETURN

. N N Lo . . D t use this area
This form serves as a federal, provincial, and territorial corporation income tax return, unless the corporation is located in @ one :
Quebec or Alberta. If the corporation is located in one of these provinces, you have to file a separate provincial

corporation return.

All legislative references on this return are to the federal Income Tax Act. This return may contain changes that had not yet
secome law at the time of publication.

Send one completed copy of this return, including schedules and the General Index of Financial Information (GIF1), to your
.ax centre or tax services office. You have to file the return within six months after the end of the corporation's tax year.

“or more information see www.cra.gc.ca or Guide T4012, T2 Corporation — Income Tax Guide.

 Identification

Business Number (BN) . ......... [l 86375 9692 RC0001 |
| Corporation's name To which tax year does this return apply?
|FIP]  WELLAND HYDRO ELECTRIC SYSTEM CORP. Tax year start Tax year-end
[ 2011-01-01 3 2011-12-31

Address of head office

Has this address changed since the last o YYYY MM DO YYYY MM DD
time we were notified? . ... ........ m 1Yes |_| 2 No Iz] Has there been an acquisition of control
¥ ¢ i i to which subsection 249(4) applies since
. Es complete lines 011 to 018.) the previous taxyear? . ........... m 1Yes D 2No [E
fulfl 950 EAST MAIN STREET i -
nre yes, provide the date
12 PO BOX 280 - - control was acquired ... .......... @
City Province, territory, or state _—_YYYY MM DD
m WELLAND ﬂﬂ ON Is the date on line 061 a deemed tax year-end according to:
t de/Zip cod
m Country (other than Canada) m Pts?:aBl ;c;) 6e ip code subparagraph 88(2)(a)(W)? + .+« + 1 . . 1 Yes 2No [X
ubsection 249(3.1)? . ... ... ... 066 IRCH 2No | X
Mailing address (if different from head office address) s 2on 3:1)
Has this address changed since the last Is the corporation a professional
time we were notified? ... ........ m 1Yes D 2 No m corporation that is a member of
‘ (If yes, complete lines 021 to 028.) apartnership? . ............... Lg 1 Yes D 2No | X
0_21 clo Is this the first year of filing after:
Incorporation? . ... e 1Yes 2 No
Amalgamation? ... .. ... ... 1&g 1 Yes| 2No
City Province, territory, or state If yes, complete fines 030 to 038 and attach Schedule 24.

Has there been a wind-up of a
Country (other than Canada) Postal code/Zip code subsidiary under section 88 during the

currenttaxyear? .............. 1Yes D 2 No @
If yes, complete and attach Schedule 24.

Location of books and records

Has the location of books and records Is this the final tax year

changed since the last time we were — before amalgamation? . ......... 1 Yes l__—| 2 No
S EEd tves[ | 2No e The el eur o (o

(¥ yes: complets lines 031 to 038) dissolution? . ... ..... ... 1Yes D 2No m

[ERH 950 EAST MAIN STREET

If an election was made under

032 .P'O' BOX 280 . - section 261, state the functional
‘ City Province,territory, or state currencyused . .............00
CWEtLL’?‘I:'IhD than Canada) m PO|t\lI o7 - Is the corporation a resident of Canada?
ountry (other than Canada ostal code/Zip co I ive th try of resid i
X no, give the country of residence on line
m L3B 5P6 1Yes| g NOD 081 and complete and attach Schedule 97.

Nzl Type of corporation at the end of the tax year m

1 E Canadian-controlled 4 I:I Corporation controlled Is the non-resident corporation
private corporation (CCPC) by a public corporation claiming an exemption under m 1Y D 2Ne [X]
i es
‘ 5 D Other private 5 D Other corporation an income taxtreaty? ........... !
corporation (specify, below) If yes, complete and attach Schedule 91.
— Public If the corporation is exempt from tax under section 149,
3 corporation - tick one of the following boxes:

1 Exempt under paragraph 149(1)(e) or (})

‘ If the type of corporation changed during

2 t und h 149(1)(j

the tax year, provide the effective Exempt under paragraph 149(1)()
043 3
4

Exempt under paragraph 149(1)(t)
Exempt under other paragraphs of section 149

date of the change. — e e
| YYYY MM DD

Do not use this area

85| . B 026 | -
2E (1) Canad'éi
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP

12-06-25 14:41 86375 9692 RCO001
r Attachments — - 1
Financial statement information: Use GIF| schedules 100, 125, and 141. [
Schedules — Answer the following questions. For each yes response, attach the schedule to the T2 return, unless otherwise instructed.
I Yes Schedule I
| s the corporation related to any other corporations? . . . .. Lo 9
Is the corporation an associated COPC? ..o ittt ettt e 23
s the corporation an associated CCPC that is claiming the expenditure limit? ... ... oo e 49
Does the corporation have any non-resident shareholders? ... ... .o e 19
Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,
other than transactions in the ordinary course of business? Exclude non-arm's length transactions with non-residents . . .. ... ..o 11
If you answered yes to the above question, and the transaction was between corporations not dealing at arm's length,
were all or substantially all of the assets of the transferor disposed of to the transferee? ... v 44
Has the corporation paid any royalties, management fees, or cther similar payments to residents of Canada? . .. .. ... 14
is the corporation claiming a deduction for payments to a type of employee benefit plan? ... s 15
s the corporation claiming a loss or deduction from a tax shelter acquired after August 31, 19897 e e e e e T5004
Is the corporation a member of a partnership for which a partnership identification number has been assigned? .. ... ..o T5013
id the corporation, a foreign affiliate controlled by the corporation, or any other corporation or trust that did not deal at arm's length
with the corporation have a beneficial interest in a non-resident discretionary trust (without reference to section 84)? ... o 22
Did the corporation have any foreign affiliates during theyear? . .. . ... ..o i e 25
Has the corporation made any payments to non-residents of Canada under subsections 202(1) and/or 105(1)
of the federal Income Tax REQUIRTIONST o o« o it e e e i e e e 29
rlas the corporation had any non-arm's length transactions with a non-resident? .. ... o oL e T1086
For private corporations: Does the corporation have any shareholders who own 10% or more of the corporation’s —
sommon and/or preferred ShareS? . . . . e e e e 173 | i 50
Has the corporation made payments to, or received amounts from, a retirement cempensation plan arrangement during the year? . ... .. 172 -
‘ s the net incomefloss shown on the financial statements different from the net income/loss for income tax purposes? . . ... .o oo v 201 |pS 1
Has the corporation made any charitable donations; gifts to Canada, a province, or a territory; —
Jifts of cultural or ecological property; or gifts of MEdICINE? . ... o oot ot 2021p.8 2
HYas the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? ... ..o 203 }_ 3
Is the cOrporation Claiming any tyPe OF I0SSES? .+« v e v vttt e e e et e 204 | N
s the corperation claiming a provincial or territorial tax credit or does it have a permanent establishment —
in more than one JurisdiCiON? . . . o v e e e L 5
Has the corporation realized any capital gains or incurred any capital losses during thetaxyear? .. . ... ... e L 6
) Is the corporation claiming the small business deduction and reporting income from: a) property (other than dividends deductible on
fine 320 of the T2 return), b) a partnership, ¢) a foreign business, or d) a personal services business; or
i) does the corporation have aggregate investment income at line 4407 .. ... ..o i e 74
Does the corporation have any property that is eligible for capital cost allowance? . .. ... i 8
Does the corporation have any property that is eligible capital property? . .. . oo e 10
Does the corporation have any resource-related deductions? .. . oo 12
s the corporation claiming deductible reserves? .. .. L 13
|s the corporation claiming a patronage dividend deduction? .. ... ... o i 16
s the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional deduction? ... ........ 17
‘Is the corporation an investment corporation or a mutual fund corporation? . ... e 18
‘ Is the corporation carrying on business in Canada as a non-resident corporation? ... o i 20
s the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax credits? . ... o0l 21
Does the corporation have any Canadian manufacturing and processing profits? . .. ..o 27
is the corporation claiming an investment tax credit? . .. ... Lo 31
‘ Is the corparation claiming any scientific research and experimental development (SR&ED) expenditures? ... T661
is the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,0007 . ...
s the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,000? ... .. ...
s the corporation claiming a surtax credit? ... Lo e 3
s the corporation subject to gross Part VI tax on capital of financial institutions? ... ..o e 38
ls the corporation claiming a Part | tax credit? . .. ... e 42
| I3 the corporation subject to Part V.1 tax on dividends received on taxable preferred shares or Part V1.1 tax on dividends paid? 43
| Is the corporation agreeing to a transfer of the liability for Part VI.11ax? ... ..o 45
s the corporation subject to Part Il - Tobacco Manufacturers' surtax? ... . oo o e 46
For financial institutions: Is the corporation a member of a related group of financial institutions with one or
more members subject to gross Part VI1ax? . ... L e || 39
Is the corporation claiming a Canadian film or video production tax credit refund? ... .o v T1131
s the corperation claiming a film or video production services tax credit refund? ... T1177
| Is the corporation subject to Part XIi1.1 tax? (Show your calculations on a sheet that you identify as Schedule 92.) ... | 92
Page |
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I—Attachments — continued from page 2 ==

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

Yes Scheduie ]

Did the corporation have any foreign affiliates that are not controlled foreign affiliates? .. ... . ..o oo e r_ T1134-A
Did the corporation have any controlled foreign affiliates? . .. .. .. . o | | T1134-B

| Did the corporation own specified foreign property in the year with a cost amount over $100,0007 ... ... ... oo | T1138
Did the corporation transfer or loan property to a non-resident trust? . . .. ... Lo o e e | T4
Did the corporation receive a distribution from or was it indebted to a non-resident trust in the year? . ... ... oo | | T1142
Has the corporation entered into an agreement to allocate assistance for SR&ED carried out in Canada? . ........ ... e | | T1145
Yas the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts? . ... .. .. .. || T1146
-as the corporation entered into an agreement with other associated corporations for salary or wages of specified employees for SR&ED? | | T1174
Did the corporation pay taxable dividends (other than capital gains dividends) in the taxyear? ... ... ... oo L 55
Has the corparation made an election under subsection 89(11) nottobe a CCPC? . . . ... ... i || T2002
‘4as the corporation revoked any previous election made under subsection 89(11)? . . ... ... oL i | T2002
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its =

general rate income pool (GRIP) change inthe taxyear? . .. ... ... i e 268 )i 53

I Did the corporation (other than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP) change in the tax year? R 269 | 54

Additional information

’ Did the corporation use the International Financial Reporting Standards (IFRS) when it prepared its financial statements?

R 270 RS 2No [ X]
_________ 280 BRCH 2No | X

s the corporation inactive?

Nhat is the corporation's main
revenue-generating business activity? . . . .. 221122 _ Electric Power Distribution US

Specify the principal product(s) mined, manufactured,

pti:d POWER DISTRIBUTION

r2isl  100.000 %

sold, constructed, or services provided, giving the 236 287 y

approximate percentage of the total revenue that each -

product or service represents. 288 289 %

Jid the corporation immigrate to Canada during the tax year? . . . .. ..ot e 1Yes 2No [ X

Did the corporation emigrate from Canada during the taxyear? . ... ... . i e s 1Yes 2No | X
1 Yes 2 No

Do you want to be considered as a quarterly instalment remitter if you are eligible?
'f the corporation was eligible to remit instalments on a quarterly basis for part of the tax year, provide
‘he date the corporation ceased to be eligible

‘ If the corporation’s major business activity is construction, did you have any subcontractors during the tax year?

Taxable income
‘ nNet income or (loss) for income tax purposes from Schedule 1, financial statements, or GIFI.

Deduct: Charitable donations from Schedule 2

....... K 787,071 A

Gifts to Canada, a province, or a territory from Schedule 2

‘ Cultural gifts from Schedule 2
Ecological gifts from Schedule 2

Gifts of medicine from Schedule 2

Taxable dividends deductible under section 112 or 113, or subsection 138(6)

‘ from Schedule 3
Part VI.1 tax deduction*

Non-capital losses of previous tax years from Schedule 4

Net capital losses of previous tax years from Schedule 4
‘ Restricted farm losses of previous tax years from Schedule 4

Farm losses of previous tax years from Schedule 4

Limited partnership losses of previous tax years from Schedule 4

‘ Taxable capital gains or taxable dividends allocated from
a central credit union

Prospector's and grubstaker's shares

Subtotal

35,944 » 35,944 B

‘ Subtotal (amount A minus amount B) (if negative, enter

Add: Section 110.5 additions or subparagraph 115(1)(a){vii) additions

751,127 ¢
D

nge

Taxable income (amount C plus amount D)

Income exempt under paragraph 149(1)(t)

Taxable income for a corporation with exempt income under paragraph 149(1)(t) (line 360 minus line 370)

751,127

751,127 z

* This amount is equal to 3.2 times the Part V1.1 tax payable at line 724 on page 8. Use 3.5 for tax years ending after 2011.
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2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORRP.

HESC - PIL 2011 - with SRED.211
86375 9692 RC0O0CH

12-06-25 14:41

 Small business deduction
Canadian-controlled private corporations (CCPCs) throughout the tax year

Income from active business carried on in Canada from Schedule 7 . . . . . .. L m 787,071 A
Taxable income from line 360 on page 3, minus 100/28* 3.37312 of the amount on line 632** on page 7, minus

1/0.38 - X***)  3.77358 times the amount on line 836**** on page 7, and minus any amount that, because of

federal law, is exempt from Part 118X . . . .o e m 751,127 B
‘ Business limit (see notes 1. and 2 BBIOW) .+ . o o e m 500,000 ¢
Notes:
‘ 1. For CCPCs that are not associated, enter $ 500,000 on line 410. However, if the corporation’s tax year is less than 51 weeks,

prorate this amount by the number of days in the tax year divided by 365, and enter the result on line 410.

2. For associated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410.

Business limit reduction:

Amount C 500,000 x . 52,371 D = o e e ol v W S S 2,327,600 E

11,250

| Reduced business limit (amount C minus amount E) (if negative, enter "0") .. ... Lo i i c i m F
Small business deduction

Amount A, B, C, or F, whichever is the least X 17 0= e e m G

Enter amount G on line 1 on page 7.
* 10/3 for tax years ending before November 1, 2011. The result of the multiplication by line 632 has to be pro-rated based on the number of days in the

tax year that are in each period: before November 1, 2011, and after October 31, 2011.
| #* Calculate the amount of foreign non-business income tax credit deductible on line 632 without reference to the refundable tax on the CCPC's
investment income (line 604) and without reference to the corporate tax reductions under section 123.4.
=%+ General rate reduction percentage for the tax year. It has to be pro-rated based on the number of days in the tax year that are in each calendar year.
See page 5.
=% Cajculate the amount of foreign business income tax credit deductible on fine 636 without reference to the corporation tax reductions under section 123.4.

kx| arge corporations
* If the corporation is not associated with any corporations in both the current and previous tax years, the amount to be entered on line 415 is:
(Total taxable capital empioyed in Canada for the prior year minus $10,000,000) x 0.225%.
‘ * If the corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be
entered on line 415 is: (Total taxable capital employed in Canada for the current year minus $10,000,000) x 0.225%.
s For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
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 General tax reduction for Canadian-controlled private corporations ———
Canadian-controlled private corporations throughout the tax year

Taxable income from iNg 360 ON PAJE 3%« o ¢ o v i e e e e e 751,127 A
|‘ Lesser of amounts V and Y (line Z1) from Part 9 of Schedule27 . . .. ... ... ... .. .. ... B
Amount QQ from Part 13 of Schedule 27 . . . . . . .. e B c
Personal service business iNComMe*™ . . . . . . i i e e e e s m e D
Amount used to calculate the credit union deduction from Schedule 17 . . ... .. ... ... ... — F
Amount from line 400, 405, 410, or 425 on page 4, whichever is theleast . ... ... ... ........ F
Aggregate investment income from line 440 on page 6™* . . .. ..o e e G
Total of amounts Bto G . . . . . . o e e e e e > H
Amount A minus amount H (if negative, enter "0") L L e e e e e e s e 751,127 |
Number of days in the tax year after
Amount | 751,127 x December 31, 2008, and before January 1, 2010 S 9% = o
Number of days in the tax year 365
Number of days in the tax year after
Amount | 751,127 x December 31, 2009, and before January 1. 2011 X 10% = K
Number of days in the tax year 365
Number of days in the tax year after
Amount ! 751,127 x December 31, 2010, and before January 1, 2012 365 x 115% = 86,380 t
Number of days in the tax year 365
‘ Number of days in the tax year after
Amount | 751,127 X December 31, 2011 X 13% = M
Number of days in the tax year 365
General tax reduction for Canadian-controlled private corporations — Total of amounts JtoM . . . ... ........ ... .. 86,380 N

Enter amount N on line 638 on page 7.
* For tax years ending after October 31, 2011, line 360 or amount Z, whichever applies.

** For tax years beginning after October 31, 2011.
** Except for a corporation that is, throughout the year, a cooperative corporation (within the meaning assigned by subsection 136(2)) or a credit unien.

- General tax reduction
Do not compilete this area if you are a Canadian-controlled private corporation, an investment corporation, a mortgage investment corporation,
l a mutual fund corporation, or any corporation with taxable income that is not subject to the corporation tax rate of 38%.

Taxable income from page 3 (line 360 or amount Z, whichever applies) . . .. . ... . . i e e (@]
Lesser of amounts V and Y (line Z1) from Part 9 of Schedule27 . . .. .. ... .. .. P
Amount QQ from Part 13 of Schedule 27 . . . . . o e e e e e e e Q
Personal service business income* . .. ... L L e e e e m R
Amount used to calculate the credit union deduction from Schedule 17 . . ... ... ... .. .o S
Totalof amounts P 1o S . . . . . . e e e e e e e e e s » T
Amount O minus amount T (if negative, enter "0") . . . L L e e e e e e e e e e U
Number of days in the tax year after
|Amount U X December 31, 2008, and before January 1, 2010 X 9% = \%
Number of days in the tax year 365
Number of days in the tax year after
Amount U X December 31, 2009, and before January 1, 2011 X 10% = W
| Number of days in the tax year 365
Number of days in the tax year after
Amount U X December 31, 2010, and before January 1, 2012 365 x 115% = X
[ Number of days in the tax year 365
Number of days in the tax year after
Amount U X December 31, 2011 X 13% = Y
Number of days in the tax year 365
‘ General tax reduction — Total of amounts Vo Y . L o i i i e e e i e e e e e e e e e e e e e e e 74

Enter amount Z on line 639 on page 7.

i * For tax years beginning after October 31, 2011.
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:41 86375 9692 RC0O001

r Refundable portion of Part | tax

Canadian-controlled private corporations throughout the tax year

Aggregate investment income . .. .. ... m X 26 2/ 3% B e e e A
from Schedule 7
Foreign non-business income tax credit from line 632 onpage 7 . . . - v oo v e e
‘Deduct
Foreign investment income . .. .. .. .. - Eﬁ X 9 1/ 3% =
from Schedule 7 (if negative, enter "0") [ B
‘Amount A minus amount B (if negative, enter "0") L .. .. .. e e e e e e e e C
Taxable income from lIN@ 360 0N PAGE 3 . .« o ot vt i i e e e e e 751,127
Deduct:
| Amount from line 400, 405, 410, or 425 on page 4,
whicheveristheleast . ... ... ... .. .. i 0iioiee
Foreign non-business .
income tax credit 2503
from line 632 on page 7 ... X 25 /9 =
Foreign business income -
tax credit from line 636 on 1(0.38 - X*)
‘ page7 . ... X 3.77358 =
>
751,127
x 26 2/ 3% = 200,301 p
Part | tax payable minus investment tax credit refund (line 700 minus line 780 from page 8) .. oo v e 94,547 E
Refundable portion of Part | tax — Amount C, D, or E, whichever is the least .. ... .. oo cianan m F
* 100/35 for tax years beginning after October 31, 2011.
** General rate reduction percentage for the tax year. |t has to be pro-rated.
-Refundable dividend tax on hand
Refundable dividend tax on hand at the end of the previous taxyear . .. ... ..o v v 460
Deduct: Dividend refund for the previous taxyear . ... . ... ... i e 465
> G
Add the total of:
Refundable portion of Part | tax from line 450 above . . . .. ... oo i e
Total Part IV tax payable from Schedule 3 . . .. . ... . e e
Net refundable dividend tax on hand transferred from a predecessor corporation on
amalgamation, or from a wound-up subsidiary corporation . ... ...
> H
| Refundable dividend tax on hand at the end of the tax year — Amount G plusamount H . . ... .. oo v v v m
- Dividend refund ~—
Private and subject corporations at the time taxable dividends were paid in the tax year
‘ Taxable dividends paid in the tax year from line 460 on page 2 of Schedule3 . ... .. ... .. 650,000 X 1/ 3 B 216,667 |
Refundable dividend tax on hand at the end of the tax year from line 485 above . . . . . .. oo i it n o oo J
[Dividend refund — Amount | or J, whichever is less (enter this amounton line 784 onpage 8) . ... ... oui i

CDRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page &



HESC - PiL 2011 - with SRED.211 2011-12-31 WELILAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:41 86375 9692 RC0001

r Part ] tax i
Base amount of Part | tax — Taxable income from page 3 (line 360 or amount Z, whichever applies) multiplied by 38 % E - 285,428 A
‘ Recapture of investment tax credit from Schedule 31 . ... ... ... oo oo B

Calcuiation for the refundable tax on the Canadian-controiled private corporation’'s (CCPC) investment income
(if it was a CCPC throughout the tax year)

J Aggregate investment income from line 440 onpage 6 . ... ... e e
Taxable income from line 360 onpage 3 . . . .« oot 751,127

Deduct:
Amount from line 400, 405, 410, or 425 on page 4, whichever
l istheleast . .. i e e e

Net amoUnt . . ot e e e e e e e e e e e e e

751,127 » 751,127

Refundable tax on CCPC's investment income — 6 2 / 3 % ofwhicheveris less:amountiorii . ........... 604 C

Subtotal (add lines A to C) 285,428 D

Deduct:
‘ Small business deduction from line 430 onpage 4 . . . . ..o i e e e e e e e 1
Federal tax @abatement . . . . v v vt e e e e e e 608 75,113 iooé
Manufacturing and processing profits deduction from Schedule 27 . .. ..o oo s s
Investment corporation deduction . . . ... e e e e e

Taxed capital gains
Additional deduction ~ credit unions from Schedule 17 . . . . . . . . ... oo o
Federal foreign non-business income tax credit from Schedule 21
Federal foreign business income tax credit from Schedule 21 /
General tax reduction for CCPCs fromamount Non page 5 . . ..o vv v v v cvm oo v v v v ns _ 86,380 )!5{
General tax reduction from amount Zonpages . .. ... ..o oo i e e
Federal logging tax credit from Schedule 21 . . . . .. ... oo a e
Federal qualifying environmental trust tax credit =~ . . . . ... oo oo oo i i
Investment tax credit from Schedule 31 . .. .. . . L i e

29,388
190,881 » 190,881 E

94,547 ¢

Part| tax payable —LineD minus ine E .. . . i v c s e e e s e
| Enter amount F on line 700 on page 8.
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Summary of tax and credits
Federal tax

Part | tax payable from PAgE 7« v o o v o e e e e e . 94,547
‘ Part I surtax payable from Schedule 46 . . . . ... e
Part lll.1 tax payable from Schedule 55 . . . . .. .. e e e e
Part [V tax payable from Schedule 3 . . . s e e
Part V.1 tax payable from Schedule 43 . . . . .. e e e
‘ Part VI tax payable from Schedule 38 . . . . . .. L.l s
Part V1.1 tax payable from Schedule 43 . . . . .. .
Part XIIl.1 tax payable from Schedule 92 . . . . . L e e e s
‘ Part XIV tax payable from Schedule 20 . . . . .. L e e e e s s
Add provincial or territorial tax: Total federal tax _ 94,547
Provincial or territorial jurisdiction . . . ON
l (if more than one jurisdiction, enter "multiple” and complete Schedule 5)
Net provincial or territorial tax payable (except Quebec and Alberta) . . . .. .o v vt 760 32,639
Provincial tax on large corporations (Nova Scotia Schedule 342) ... ... ... ... ... 765
| 32,639 p 32,639
Deduct other credits: Total tax payable &Y 127,186 A
Investment tax credit refund from Schedule 31 . . ... . L Lo s
Dividend refund frompage 6 . . . . . . i e e
| Federal capital gains refund from Schedule 18 . . . . . ... (oo e n i
Federal qualifying environmental trust tax credit refund o
Canadian film or video production tax credit refund (Form T1131)
| Film or video production services tax credit refund (Form T1177)
U Taxwithheld at SOUTCE -« v o v o et e e e e e e e e e e e e .
Total payments on which tax has been withheld . ... ... ..
| Provincial and territorial capital gains refund from Schedule 18 .. . ...... ..o oo 808
Provincial and territorial refundable tax credits from Schedule5 .. . . ... ... ... ... .. 812
Taxinstalments paid . . .. .. .. e e e e s 840 600,000
Total credits Efll] 600,000 » 600,000 B

IRefund code | 1 Overpayment 472,814 ‘—L Balance (line A minus line B) -472,814

‘ . . If the result is negative, you have an overpayment.
\\\_\ Direct deposit request If the result is positive, you have a balance unpaid.
‘ To have the corporation's refund deposited directly into the corporation's bank Enter the amount on whichever line applies.

account at a financial institution in Canada, or to change banking information you

already gave us, complete the information below: Generally, we do not charge or refund a difference

of $2 or less.
‘ D Start D Change information
m m Branch number Balance unpaid . ........
| _Institution number Agccount number Enclosed payment 893 I8
If the corporation is a Canadian-controlled private corporation throughout the tax year,
does it qualify for the one-month extension of the date the balance of tax is due? .. ... ... oo 1Yes D 2 No IX]

( Certification

., EE0]  PEEVER E&il Ross EEZd PRESIDENT ,
Last name in block letters First name in block letters Position, office, or rank
am an authorized signing officer of the corporation. | certify that | have examined this return, including accompanying schedules and statements, and that
the information given on this return is, to the best of my knowledge, correct and complete. | also certify that the method of calculating income for this tax
' year is consistent with that of the previous tax year except as specifically disclosed in a statement attached to this return.

B3 2012-06-25 EEA (o05) 732-1381
Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation Telephone number
Is the contact person the same as the authorized signing officer? If no, complete the information below .. . ...... 1 Yes 2 No |_l
Wayne Armstrong @ (905) 732-1381
. Name in block letters Telephone number

~Language of correspondence — Langue de correspondance ——

Indicate your language of correspondence by entering 1 for English or 2 for French. m [j
l Indiquez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour frangais. 1

Privacy Act, Personal Information Bank number CRA PPU 047
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%%E Canada Revenue  Agence du revenu SCHEDULE 10C
Agency du Canada

Form identifier 100 GENERAL INDEX OF FINANCIAL INFORMATION — GIFI

Name of corporation Business Nuﬁ1ber Tax year end
Year Month Day

WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0O001 2011-12-31

Balance sheet information

Account Description GiFi Current year Prior year
-Assets —
Total CUIFENE @SSEEIS .« & . v o o i e e e e e e e e + 13,306,901 16,066,586
‘ Total tangible capital @sSets . . . .. i i e e + 25,361,408 24,292,609
. _ Total accumulated amortization of tangible capital assets - -
Total intangible capital @SSets . . . ..o e +
Total accumulated amortization of intangible capital assets -
‘ Total Iong—term @SSetS .« v . vt vt v e e e e e e e e + 3,019,854 3,137,648
*Assets held INtruSt = ou oo wm sos sosmeisa a6s 508 W B0 W S Nd S o s +
‘ Total assets (mandatory field) .. ... .. .o i i e = 41,688,163 43,497,043
-Liabilities
Total current IabiliIES & . o v v e e e e e e e e e e e e e e s 4,776,607 6,236,345
1 Total long-term liabilities . . . . v ot e e e e e 22,886,640 23,492,099
*Subordinated deBt . .. e e e e e e e e e e e e e
*AMOUNS held M trUSt o o v v s v e e e v e e e e e e e e e e e
‘ Total liabilities (Mandatory field) . .. v oo ve v e e e e e e 3499 27,663,247 29,728,444
-Shareholder equity
‘ Total shareholder equity (mandatory field) . .. .o v v vvv oo oo m + 14,024,916 13,768,599
] Total liabilities and shareholderequity . . . . . ... ... ... v m = 41,688,163 43,497,043
-Retained earnings
1 Retained earnings/deficit — end (mandatory field) .. ................. 3849 & 441,578 185,261

* Generic item

CORPGRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 Vi.1



* 'HESC - PIL 2011 - with SRED.211
112-06-25 14:41

Current Assets

~orm identifier 1599

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC00Q1

SCHEDULE 100

| Account Description GIFi Current year Prior year
Cash and deposits
*Cash and dEPOSHS  + o e vt e e e e e e e e e 1000 5,682,567 7,331,442
Cashand deposits .. .. .. .. i e e e s 5,682,567 7,331,442
Accounts receivable
ISR PRI e 1w 153 e ASEIES EX N ENERer: B e SNe S 1 0 & 1060 7,156,262 8,321,610
Accountsreceivable . ... L L i e e e e e e s 7,156,262 8,321,610
nventories
*NVETHONIES v o sy e a0t 36 un ottty o St g e maommm, ey ot K 78 5% B 1120} 396,754 321,394
INVEMEOIIES v v v ot e e e et e e et e e e e e e e e 396,754 321,394
JOther current assets
Prepaid EXPENSES .+ v v v v v se v v v oe b8 e e e e e W e e 1484 71,318 92,140
Other current @ssets . . . o v . v v v v m e e e s e e e e e e e 71,318 92,140
Totalcurrent @ssets . . . o i o i i i s e e e e e s e s e m 13,306,901 16,066,586
* Generic item
Page 1
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF.
12-06-25 14:41 86375 9692 RC0001

Tangible Capital Assets and Accumulated Amortization SCHEDULE 100

~orm identifier 2008/2009

. o Tangible Accumulated .
| Account Description GIF1 capital assets amortization Prior year
Other tangible capital assets
* Other tangible capital assets . ... .o e m + 25,361,408 24,292,609
Total 25,361,408
Total tangible capitalassets . . . ... ... ....... 2008 & 25,361,408 24,292,609

Total accumulated amortization of tangible
capitalassets . .......... ... .. 00 m

Generic item

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - PIL 2011 - with SRED.211
112-06-25 14:41

Long-term Assets

-orm identifier 2589

2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

SCHEDULE 100

| Account Description GIFi Current year Prior year
i |
Due from/investment in related parties
* Due from/investment in related parties . . . . ... .. oo m 130,649 125,829
Due from/investment In related parties . . .. .. ... oo i 130,649 125,829
‘_ong-term investments
* Long-term investments s s o i wi s Waesd o G B B e W e e e b m 19,684 19,684
Long-terminvestments . . . ... ... e e e s + 19,684 19,684
Jther long-term assets
* Other IoNG-HEIM @SSEIS & v v v v v vie v e e e e e e e m 2,869,521 2,992,335
Other long-term assets . - . : .o ov o v i s e e e + 2,869,521 2,992,335
Total long-term assets . . . . . ...t i i i e m = 3,019,854 3,137,848

* Generic item

CORPCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:41 86375 9692 RCO001

Current Liabilities SCHEDULE 100

orm identifier 3139

[ Account Description GiF! Current year Prior year
Amounts payable and accrued liabilities
* Amounts payable and accrued liabilities . . . .. ..ol m 3,444,928 5,126,477
~ - Amounts payable and accrued liabilites . . ..... ... ... 000 + 3,444,928 5,126,477
* Current portion of long-term fiability . . ... e m i 915,340 1,070,260
Other current liabilities
* Other current TEbIIES  « v v o e e e e e e e e m 416,339 39,608
Other current labilities . . . v v o v vt i e oo e e * 416,339 39,608
Total currant lGbIlItles 7 sravsi < &5 o5 5% wwmeasn <I6 i b 6 B 54 93 wos woms 3139 5 4,776,607 6,236,345

Generic item

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page !



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

12-06-25 14:41

Long-term Liabilities

.“orm identifier 3450 .

SCHEDULE 100

‘ Account Description GiFi Current year Prior year
Long-term debt
 FLONGASIM BB i s ih wi s W o3 s e i d B v i me mE e s 3140 17,349,953 17,199,953
LONG-Orm deblt i is vs s aei vs ain w6 we de s e ms e v e e e + 17,349,953 17,199,953
Other long-term liabilities
* Other IonG-Em NABIHES -« + « + o v v s e e e e e e e e e e e E 4,108,749 4,812,782
Long-term obligations/commitments/capital leases . ... ... 1,427,938 1,479,364
Other long-term abilities . . . . .. oo v v v e e + 5,536,687 6,292,146
Total long-term Habiliies . . . .o v v oo e 13450 22,886,640 23,492,099

* Generic item

CCRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



4ESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:41 86375 9692 RC0001

Shareholder Equity SCHEDULE 100

. ‘erm identifier 3620

[ Account Description GIFi Current year Prior year
FCOMMON SRAIES  + + v v e e e e e e e e e e e e e e e B + 12,953,180 12,953,180
contributed and other surplus
* Contributed and other SUPIUS  © o . oo i i e e e e e e e e m 630,158 630,158
Contributed and other surplus . . .. .. .. i e e e + 630,158 630,158
* Retained earnings/deficit . . oo v o e e e e e 3600 g 441,578 185,261
Total Shareholder equity . . . ... ... ..o\t ettt 36208 14,024,916 13,768,599

Generic item

ORPCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

SCHEDULE 100

HESC - PIL 2011 - with SRED.211
112-06-25 14:41

Retained Earnings/Deficit

_form identifier 3849

! Account Description GiFI Current year Prior year
* Retained eamings/deficit ~start .. .. oo oL e e m + 185,261 -352,696
FNELINCOMENOSS  « + v v e e v e e e e et e e e e e 3680 [ 906,317 1,037,957
Dividends declared
*Dividends declared . . . .. i i e e e e e e e e 3700 650,000 500,000
Dividends declared .. . . .. oo e e e - 650,000 . 500,000
3849 441,578 185,261

Retained earnings/deficit—end . ... ... .. .. .. 0o i

Generic item

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

112-08-25 14:41 86375 9692 RC0001
%H ggg:g;i Revenue ég%:ﬁatég revenu SCHEDULE 125
52 ke u
R GENERAL INDEX OF FINANCIAL INFORMATION — GIFI
‘ Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 5692 RCO001 2011-12-31

income statement information

Description GIFI

Operatingname . .. .. .......
Description of the operation
Eequence number .. ... ...

Account Description GIF1 Current year Prior year

l

- Income statement information

Total sales of gOOAS BN SEIVICES 4 4 v v v v v v vt e ie e e e e e 8089 g 47,546,635 44,870,936
’ Costof SAlES .« . v v v it e e e e v e e e me e e e e 8518 & 38,654,200 35,898,028
Gross ProfitlloSS . . v i oot vttt e e e e e e e 8519 8,892,435 8,972,908
COSt OF SAIES & v v v e e e e e e e e e e e e e e e 8518 ga 38,654,200 35,898,028
I Total operating EXPENSES . . v v v v v b e v st e e e e CELYg + 8,466,549 7,924,027
Total expenses (mandatory field) . . . .. oo o 9368 | 47,120,749 43,822,055
Total revenue (mandatory field) .« v v v v e e e 8299 &4 48,215,503 45,363,434
| Total expenses (mandatory field) .. o o e 9368 ko 47,120,749 43,822,055
Net non-farmingincome . . .. .. . i s e e e e e 9369 & 1,094,754 1,541,379

|— Farming income statement information

Total farm revenue (mandatory field) .- .o i u i v e e e 9659 ga
Total farm expenses (mandatory field) . .. ... e e 9898 g
| Net Farm iNCOME . . o o e et e et e et e e e e 9899 &
Net incomelloss before taxes and extraordinary items . .. ............ N 1,094,754 1,541,379
_ Total other comprehensiveincome . .. ... .o in i i =
- Extraordinary items and income (linked to Schedule 140)
_ Extreordinary #em(S) ... h s ek i e i e s e e =
‘  Legalsettlements ... i e e e .
Unrealized gains/loSSES . v v v v v i i e s e +
Unusual IBMIS . o v . o i i e e e e s e e e e e = —
CUITENt INCOME TAXES .+ + v v v e e e e e e ettt e v e e e e m et a s - 188,437 503,422
‘ - Future (deferred) income tax provision . .. . oo oot s e = ~
____ Total—Other comprehensiveincome . . ... ... . e c e +
= 906,317 1,037,957

Net income/loss after taxes and extraordinary items (mandatory field)

_URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



HESC - PIL 2011 - with SRED.211
12-08-25 14:41

Revenue

2011-12-31

‘orm identifier 8299

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9652 RC0001

SCHEDULE 125

! Account Description GIF1 Current year Prior year |
* Trade sales of goOdS and SEIVICES . v v v v vt it e 8000 & 47,546,635 44 870,936
_ Total sales of goods and SEIVICES . .. ...k e e 8089 &5 47,546,635 44 870,936
QOther revenue
*OtNEI FEVENUE  + v o v v e et e e va t e m e e e e e e m 668,868 492,498 -
OthEr FEVEMUE & o« v e e v e e e et e e e et e e e e e e e e e + 668,868 492,498
..................... 82995 48,215,503 45,363,434

Total revenue

Generic item

LURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

12-06-25 14:41
SCHEDULE 125

Cost of Sales

.‘orm identifier 8518
l Account Description GiFi Current year Prior year
_™Purchases/costof materials .. ... e e e e e m + 38,654,200 35,898,028
8518 & 38,654,200 35,898,028

Costofsales . . . . . e e e e e e e e e e e e s

* Generic item

CORPCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RCO001

12-08-25 14:41

Operating Expenses

“orm identifier 9367

SCHEDULE 125

[ Account Description GiFl1 Current year Prior year
) * Amortization of tangible @SSES & . 4 v i v e e e e e e 8670 Ji 1,960,187 2,045,109
nterest and bank charges
*Interest and bank ChATGES .« - o o o v e e e e e 8710 988,060 978,338
Interest and bank charges . . . . . oo i s i 988,060 978,338
Other repairs and maintenance
* Other repairs and MaiNteNaNCe . . . . v vv oot ce v n e as [ 9010 2,540,702
Other repairs and maintenance . ... ... i o en o st i o i 2,540,702
Other expenses
* OUHEr EXPENSES & o4 & 4w 5iv i o s e w sin 516 o m s a st eng et pie ae me e 9270 1,265,929
General and adminiStrative BXPEMSES .« =« = o v v v v v b s e b e e e 8284 1,711,671 4,900,580
Other BXPENSES . . .« ¢« « o va aei s o6 o o e 400 e 40 wae i e e a * 2,877,600 4,900,580
Total Operating EXPENSES . . o« v v e v e e e e e e e e 9367 I 8,466,549 7,924,027

* Generic item

CGRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF

112-06-25 14:41 86375 9692 RCOOC-
E#}} Canada Revenue  Agence du revenu SCHEDULE 141
' Agency du Canada

NOTES CHECKLIST

| Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. _ 86375 9652 RCDO01 2011-12-31 I

« Parts 1, 2, and 3 of this schedule must be completed from the perspective of the person (referred to in these parts as the “"accountant”)
who prepared or reported on the financial statements.

s For more information, see Guide RC4088, General Index of Financial Information (GIFi) and Guide T4012, T2 Corporation — Income Tax Guide.
* Complete this schedule and include it with your T2 return along with the other GIF1 schedules.

If the person preparing the tax return is not the accountant referred to above, they must still complete Parts 1, 2, 3, and 4, as applicable.

[-Part 1 — Information on the accountant who prepared or reported on the financial statements

Does the accountant have a professional designation? ............................................ m 1 Yes 2 No D
is the accountant connected*® with the corporation? . . . . .0 i i it L i i e e e e e e s 1 Yes D 2 No m

* A person connected with a corporation can be: (i) a shareholder of the corporation who owns more than 10% of the common shares; (ii) a director, an
officer, or an employee of the corporation; or (ii) a person not dealing at arm's length with the corporation.

Note: If the accountant does not have a professional designation or is connected to the corporation, you do not have to complete Parts 2 and 3 of this
‘ schedule. However, you do have to complete Part 4, as applicable.

-Part 2 - Type of involvement with the financial statements

‘Choose the option that represents the highest level of involvement of the accountant: m
Completed an auditor's Teport . . . .. Lo e e e e e e e 1 L|

‘ Completed a review engagement report . . . . . . L e 2 l:l
Conducted a compilation engagement . . . . L e e e e e e 3 l:l

-Part3 - Reservations

‘ If you selected option "1" or "2" under Type of involvement with the financial statements above, answer the following question:

 Has the accountant expressed areservation? . . ... .. s m 1Yes D 2 No |X|

|

- Part 4 — Other information

if you have a professional designation and are not the accountant associated with the financial statements in Part 1 above, choose one of the following options:

Prepared the tax return (financial statements prepared by client) . ... ... .. L o i e 1 @
Prepared the tax return and the financial information contained therein (financial statements have not been prepared) .. .. ... 2 ||
|Were notes to the financial statements prepared? . . . . v o i b e e e e e e e e s m 1 Yes 2 No l]

If yes, complete lines 104 to 107 below:

| Are subsequent events mentioned in the NOtES? . . . . . oL L i e e e e e s m 1Yes |__| 2 No E
|s re-evaluation of asset information mentioned inthe notes? . . . . . s i e e e m 1 Yes D 2 No @
Is contingent liability information mentioned in the notes? . .. .. . oo oo s m 1 Yes B| 2 No D
I Is information regarding commitments mentioned in the notes? . . . . .. .. Lo i (g 1ves @l 2 No D

IDoes the corporation have investments in joint venture(s) or partnership(s)? . . ... oo i e m 1Yes EI 2 No m

[2 SCH 141 E (11) Canad'él
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AESC - PIL 2011 - with SRED.211
12-06-25 14:41

2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP,
86375 9692 RC0001

r Part 4 — Other information (continued)

impairment and fair value changes
in any of the following assets, was an amount recognized in net income or other comprehensive income (OCl) as a

resuit of an impairment loss in the tax year, a reversal of an impairment loss recognized in a previous tax year, or a — "
change in fair value during the tax YeaIr? . . . . . . e m 1 Yes L] 2Ne lZ|
If yes, enter the amount recognized: In net income » InOCI
‘ Increase (decrease) Increase (decrease)
Sroperty, plant, and equipment . . .. ..o o m o - m
ntangibleassets . . ... L o o e e m o m
‘ Investment property . . . .. Lo m :
3iological assets . . ... .. .. % ww wE w0w ee Kae e Ee Ese o @
Tinancial INSIrUMENtS . . o v v v v vt e e e e e m 231
[OtEr e 235 236]
“inancial instruments
Did the corporation derecognize any financial instrument(s) during the taxyear? .. ... . vt m 1Yes D 2 No
Did the corporation apply hedge accounting during the taxyear? ... .. ..o @ 1Yes l___| 2 No

‘ Did the corporation discontinue hedge accounting during the taxyear? ... .. i i r m 1 Yes D 2No

Adjustments to opening equity

Was an amount included in the opening balance of retained earnings or equity, in order to correct an error, to
‘ recognize a change in accounting policy, or to adopt a new accounting standard in the current tax Year?  ww md w9 WG e e m 1 Yes D 2No

if yes, you have to maintain a separate recenciliation.

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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HESC - PiL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP
12-06-25 14:41 86375 9692 RC0O001

SCHEDULE 100
GENERAL INDEX OF FINANCIAL INFORMATION — GIFi

‘orm identifier 100

i Name of corporation - Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, 86375 9692 RC0001 2011-12-31

Assets — lines 1000 to 2599

1000 ] 5,682,567 [1o60 ] 7,156,262 [1120] 396,754
FTY | 71,318 | 1599 | 13,306,901 | 1900 | 25,361,408
, 2008 | 25,361,408 [22a0] 130,649 [2300] 19,684
2420 | 2,869,521 [2589 | 3,019,854 [2599 | 41,688,163

Liabilities — lines 2600 to 3499
2620 ] 3,444,928 2920 915,340 2960 416,339

3139] 4,776,607 3140 17,349,953 3320 4,108,749

3321 | 1,427,938 3450 22,886,640 3499 27,663,247

818
i e

Shareholder equity — lines 3500 to 3640
{3500 | 12,953,180 3540 630,158 3600 441,578

3620 I 14,024,916 3640 41,688,163

]

i

Retained earnings — lines 3660 to 3849
1 3660 I 185,261 3680 906,317 3700 -650,000

73849 | 441,578

]
i

««RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



- 1ESC - PIL 2011 - with SRED.211
12-08-25 14:41

‘orm identifier 125

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RC000

SCHEDULE 125

GENERAL INDEX OF FINANCIAL INFORMATION - GIFI

Name of corporation N Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. B 86375 9692 RC0001 2011-12-31
~ Description )
Sequence number . . . . ... m 01
Revenue - lines 8000 to 8299
, 8000 | 47,546,635 47,546,635 [8230] 668,868
i 8299 I 48,215,503
Cost of sales — lines 8300 to 8519
@ 38,654,200 38,654,200 | 8519 | 8,892,435
Jperating expenses — lines 8520 to 9369
1’8670 | 1,960,187 988,060 [s010] 2,540,702
9270 | 1,265,929 1,711,671 [9367] 8,466,549
| 9368 | 47,120,749 1,094,754
rarming revenue — lines 9370 to 9659
9659 I 0
Farming expenses — lines 9660 to 9899
9898 | 0
ixtraordinary items and taxes — lines 9970 to 9999
[e970] 1,094,754 188,437 9999 906,317

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17

VERSION 2012 V1.1
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HESC - PIL 2011 - with SRED.211 2011-12-31

12-06-25 14:41

chg

Agence du revenu
du Canada

Canada Revenue
Agency

WELLAND HYDRO ELECTRIC SYSTEM CORP

NET INCOME (LOSS) FOR INCOME TAX PURPOSES

86375 9692 RC0001

SCHEDULE 1

Carporation's name

‘ WELLAND HYDRO ELECTRIC SYSTEM CORP.

Business Number

86375 9652 RC0001

Tax year end
Year Month Day
2011-12-31

« The purpose of this schedule is to provide a reconciliation between the corporation's net income (loss) as reported on the financial statements and its

net income (loss) for tax purposes. For more information, see the T2 Corporation Income Tax Guide.
s Sections, subsections, and paragraphs referred to on this schedule are from the Income Tax Act.

Amount calculated on line 9999 from SChedule 125 o 1 v it it e e e e e e e e e e e e e e e e 906,317 A
Add:
Provision for iNCOMe taxes — CUITENt . . . o v v v e e e e et e e et e e e 188,437
Amortization of tangible 8SSEtS . . . ... e 1,960,187
‘ Charitable donations and gifts from Schedule 2~ . . . .. . ... 35,944
Scientific research expenditures deducted per financial statements . .. ... ... 90,406
Non-deductible meals and entertainment expenses . . . . . . . i i e e e e 5,602
‘ Other reserves on lines 270 and 275 from Schedule 13 . . . . ..o ot v i o i 113,524
Reserves from financial statements — balance attheend of theyear . . .. ... .. . ... ... 1,662,611
Subtotal of additions 4,056,711 » 4,056,711
|Other additions:
Miscellaneous other additions:
Closing Adj for Expenditures |ncluded in Regulatory Asset 1,339,742
Inducement - ITA 12(1)x) 926
Total 1,340,668 BT 1,340,668
’ CY Ontario Apprenticeship Tax Credits 12,665
CY Federal Credit 958
Total 13,623 294 13,623
l Subtotal of other additions fikE] 1,354,291 b 1,354,291
Total additions KU 5,411,002 p 5,411,002
‘Deduct
Gain on disposal of assets per financial statements . . . ... . oo 14,409
Capital cost allowance from Schedule 8 . . . . . . ...t i i e e 2,146,487
Cumulative eligible capital deduction from Schedule 10 . . .. ... . o 98,874
‘ SR&ED expenditures claimed in the year from Form T661 (line 460) . . ... ........... 74,213
Other reserves on line 280 from Schedule 13 . . . . . . . . it i s 107,764
Reserves from financial statements — balance at the beginning of the year 1,655,682
Subtotal of deductions 4,097,429 B 4,097,429
Other deductions:
Miscellaneous other deductions:
700 Opening Adj for Expenditures included in Requiatory Asset m 1,432,819
Total 394
| Subtotal of other deductions EEES 1,432,819 P 1,432,819
Total deductions il 5,530,248 b 5,530,248
Met income (loss) for income tax purposes —enteron fine 300 of the T2 return . .o . oo v i e i i i i 787,071
11
~2 SCH 1 E (10) Canada
Page 1
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP

12-06-25 14:41 86375 9692 RC00C1
,&E Canada Revenue  Agence du revenu SCHEDULE 2
Gl Agency du Canada
CHARITABLE DONATIONS AND GIFTS
‘ Name of corporatic; : Busin_ess Number Tax year-end o
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. - 86375 9692 RCO001 2011-12-31

* For use by corporations to claim any of the following:
— charitable donations;
— gifts to Canada, a province, or a territory;
— gifts of certified cultural property;
— gifts of certified ecologically sensitive land; or
~ additional deduction for gifts of medicine.
* The donations and gifts are eligible for a five-year carryforward.
« Use this schedule to show a credit transfer following an amalgamation or the wind-up of a subsidiary as described under subsections 87(1) and 88(1)
of the Income Tax Act.
o For donations and gifts made after March 22, 2004, subsection 110.1(1.2) of the Jncome Tax Act provides as follows:
— Where a particular corporation has undergone an acquisition of control, for tax years that end on or after the acquisition of control, no corporation
can claim a deduction for a gift made by the particular corporation to a qualified donee before the acquisition of control
— If a particular corporation makes a gift to a qualified donee pursuant to an arrangement under which both the gift and the acquisition of control is
expected, no corporation can claim a deduction for the gift unless the person acquiring control of the particular corporation is the qualified donee.
» Under proposed changes, the eligible amount of a charitable gift is the amount by which the fair market value of the gift exceeds the amount of an
advantage, if any, for the gift.
¢ Under proposed changes, a gift of medicine made after March 18, 2007, to qualifying organizations for activities outside of Canada, may be eligible for
an additional deduction if the gift is an eligible medical gift. This additional deduction is calculated in Part 6.
» File one completed copy of this schedule with your T2 Corporation Income Tax Return.

¢ For more information, see the T2 Corporation — Income Tax Guide.

-Part 1 — Charitable donations
Charity/Recipient Amount ($100 or more only)
‘ Community Living Welland 100
Niagara College Canada 10,000
The Hope Center 12,000
‘ Welland Heritage Foundation 500
Niagara College Canada 10,000
Hospice Niagara 100
Juvenile Diabetes 100
‘ Bethesda 100
Heart and Stroke 100
Sistering - Woman's Place 144
‘ Hospice Niagara 100
Heart and Stroke 100
St. Vincent Depaul 2,500
‘ Hospice Niagara B 100
Subtotal 35,944
Add: Total donations of less than $100 each
| Total donations in current tax year 35,944
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:41 86375 9692 RC0001

| )
| Federal Québec Alberta

Charitable donations at the end of the previous taxyear . . ... ... ... ... o

 Deduct: Charitable donations expired after five tax years* ... ... ... 239
| Charitable donations at the beginning of the taxyear . . .. ... .. ... 240

Add:

Charitable donations transferred on an amalgamation or the

wind-up of asubsidiary ... . m
‘ Total current-year charitable

donations made (enter this amount
on line 112 of Schedule 1) . . .. ... 210 35,944
i Subtotal (line 250 plus line 210) 35,944 35,944 35,944
| Deduct: Adjustment for an acquisition of control (for donations I
made after March 22,2004) .. ... ... ... .. ... 00
Total charitable donations available . . . ... ... ... ... ... ..., .. 35,944 A 35,944 35,944

Deduct: Amount applied against taxable income (cannot be
‘ more than amount K in Part 2) (enter this amount on

line311ofthe T2return) ... ... ... ... . ... ... 35,944 35,944 35,944

Charitable donations closing balance . ... ... Lo o0

* For the federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2008, expire after five
| tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.

- Amounts carried forward — Charitable donations

Year of origin: Federal Québec Alberta
T DFIOF YOAr ioi vz s stisis =65 o8t s saee s & 2010-12-31
29PrION YEAr i sicusimass St o ns Reoarann, Sl 3 S a0 R4 2009-12-31
39 Drior Year  crinsmasm e sEsenie SRamES e B i 2008-12-31

‘ A prior Year e cemii st SR w SRR v 2007-12-31
S prior Year  uies i DA e S e i v 2006-12-31
SNPHOE YBAM™ e e e S s s G 4w e 2005-12-31
7O PHOT YA e 2004-12-31
30 DHOF YEAT vt et e e 2003-12-31
T PrOr YEAr e 2002-12-31

‘ 107 Prior YEar .z aincmam mesisess a5 saeetEie Sy e o 2001-12-31
TP Prior YEar  =asswmas ssumasmwstins sitlea Ea s aaan i 2000-12-31
127 prior Year i e e R, G G e e 1999-12-31
13" DriOr YEar 'vwd s 3 b i a o iaisles A st T % 1998-12-31
14% DEOT YEBE . vv vvim s wmiie s e s e e s s s ase s s ea s os 1997-12-31
15 DHOF YEAE o vvove e seeee e et e e 1996-12-31
1B PHIOT YEAE .o v vee vt ee e e 1995-12-31
A7 PHOF YA oottt 1994-12-31
18 DUIOT YEBE iava:ovam farizior s o) st s ik G 5 52 il st 1993-12-31
191 PHOF YEBI 1o ivsais b ivibie e b b viliice adasbuiassle a0 ossio 3 va 1992-12-31
0™ DHOF YEBr /e siasics e ciivts S0t i S STo oA aid 1991-12-31
2% prior Year* i i A e e et i s e 6 1990-12-31
Total (o INEA) s v aiw o % &% sie e Wiy o s o0d diaiie V% @ha e, s

* For the federal and Alberta, the 6" prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before
March 24, 2006, expire in the current year and the 21 prior year gifts made in a tax year that ended after March 23, 20086, expire in the current year.
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF

12-06-25 14:41 86375 9692 RCO001
rPart 2 — Calculation of the maximum allowable deduction for charitable donations ———

Net income for tax purposes® multiplied by 75 % . . oo 590,303 B
Taxable capital gains arising in respect of gifts of capital property included in Part 1** e e m __C

Taxable capital gain in respect of deemed gifts of non-qualifying —

securities per subsection 40(1.01) . . . . e e e D

The amount of the recapture of capital cost

allowance in respect of charitable gifts . . . . ... ..... ... m

| Proceeds of disposition, less
| outlays and expenses** ... .........

Capital cost™ . . .. .. .. ... ... . ... F
‘ Amount E or F, whicheverisless  ............ ... ... ....... @
Amount on line 230 or 235, whicheveris I8SS ... . i ir e c e e e e G
Subtotal (add amounts C, D, and G) H

Amount H muitiplied by 25 %

‘ Subtotal (amount B plus amount [) 590,303 4

|

Maximum allowable deduction for charitable donations (enter amount A from Part 1, amount J, or net income
for tax purposes, Whichever is I8SS) . . . .. . . L e e

35,944

*  For credit unions, this amount is before the deduction of payments pursuant to allocations in proportion to borrowing and bonus interest.
** This amount must be prorated by the following calculation: eligible amount of the gift divided by the proceeds of disposition of the gift.

-Part 3 — Gifts to Canada, a province, or a territory -

1 Gifts to Canada, a province, or a territory at the end of the previous taxyear ... ....... ...
Deduct: Gifts to Canada, a province, or a territory expired after five taxyears .. ........ .. @
Gifts to Canada, a province, or a territory at the beginning of the taxyear . . ........... ..

orthewindup of asubsidiary .. ... .. e e e
Total current-year gifts made to Canada, a province, or aterritory* . . . ..o oo ool

Add: Gifts to Canada, a province, or a territory transferred on an amalgamation %

Deduct: Adjustment for an acquisition of control (for gifts made after March 22, 2004) ... ... i
Total gifts to Canada, a province, or aterritory available . . . . .. . . oL .

Deduct: Amount applied against taxable income (enter this amount on line 312 of the T2 return). ... .. .oooiiinn 360

Gifts to Canada, a province, or aterritory closing balance . .. .. ... s 380

* Not applicable for gifts made after February 18, 1997, unless a written agreement was made before this date. If no written
agreement exists, enter the amount on line 210 and complete Part 2.

rPart 4 — Gifts of certified cultural property
Federal Québec Alberta

Gifts of certified cultural property at the end of the previous taxyear . ... ...

Deduct: Gifts of certified cultural property expired after five

X YBAIS™ . o e e 439
Gifts of certified cultural property at the beginning of the tax year . .. . . 440
Add: Gifts of certified cultural property transferred on an
amalgamation or the windup of a subsidiary .. .. ... .. .. .. 450 -
‘ Total current-year gifts of certified cultural property . . . . ... .. 410
Subtotal (line 450 plus line 410)
Deduct: Adjustment for an acquisition of control (for gifts
made after March 22,2004) ... ... . ... @

Total gifts of certified cultural property available . . .. ... ... ......... o o
Deduct: Amount applied against taxable income (enter this
amount on line 313 of the T2return) .. ... .oviinvnannon 460

Gifts of certified cultural property closing balance . .. ......... .. 4380

* For the federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2006, expire after five
tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.
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HESC - PIlL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CCORP

12-06-25 14:41

86375 9692 RC0OCO™

[rAmount carried forward - Gifis of certified cultural property =

Year of origin: Federal Québec Alberta
TXDHOF YBAE ot oot e e e 2010-12-31 L B
‘2"“ prior year e e 2009-12-31 _ o

3 prior year st e S S O SIS _2008-12-31 o B

4" prioryear ...l SRR S e ... 2007-12-31 ] o
5" Drior year  ciicrians St s i et s ... 2006-12-31 o
B Drior Year®  mellngs snehise SRR T AN L 2005-12-31 -

TOPHOF YEAT it e e e 2004-12-31

8"prioryear ...l e eru....... 2003-12-31

GR DHOF YEAM .o i et e ooo... 2002-12-31

10" prior year . ...... .. ... 2001-12-31

11" prioryear . ....... e 2000-12-31

120 DriOF YEAr s tseimasedlSueiis oo sibin 2 06tn e e a it te 1999-12-31

137 Drior Year it aralla el ilisaiS s A i e 4 1998-12-31

14" prior year i sSEdiiesaeen EREETLYE LA Ve T ~1997-12-31

150 DROP YEAM v o oo mimm oot o o e 57 & S Taa R S 1996-12-31
‘ 16 PHOF YEAT 4\ttt eee v v e 1995-12-31

A7 PHIOT YEAI v ovt et e e s 1994-12-31

18" DFIOF YEBI 1 vttt et e e 1993-12-31
} 19" prior year e e 1992-12-31

207 DHOM YEAI i sovaimvarie sssassniss wrs/s@isiite o s it ags oo 1991-12-31

29% PUiOF YEAI* swiiiin saniin wale Sk e SvEa s 5 i 1990-12-31

Total ain wn ww v i ad USSR GE % SR R AT R S STE WEE e

* For the federal and Alberta, the 6" prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before
March 24, 2006, expire in the current year and the 21% prior year gifts made in a tax year that ended after March 23, 2006, expire in the current year,

I— Part 5 — Gifts of certified ecologically sensitive land
Federal Québec Alberta

Gifis of certified ecologically sensitive land at the end of the previous tax year

Deduct: Gifts of certified ecologically sensitive land expired
after fivetaxyears* .. ... ... . . oo m

Gifts of certified ecologically sensitive land at the beginning of
thetaxyear ... . .. L e e e m

| on an amalgamation or the windup of a subsidiary  ............

Add: Gifts of certified ecologically sensitive land transferred
Total current-year gifts of certified ecologically sensitive land %

Subtotal (line 550 plus line 510)

made after March 22,2004) . ...... ... .. . it

'Deduct: Adjustment for an acquisition of control (for gifts @

Total gifts of certified ecologically sensitive land available . . . ... .......

Deduct: Amount applied against taxable income (enter this
amount on line 314 of the T2return) . ... c.ovivvrnavnnrn 560

Gifts of certified ecologically sensitive land closing balance . . .. .. .. 580

* For the federal and Alberta, the gifts expire after five tax years. For Québec, giits made in a tax year that ended before March 24, 2006, expire after five
tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.
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HESC - PIL 2011 - with SRED.211
112-08-25 14:41

i—Amounts carried forward — Gifts of certified ecologically sensitive land

Year of origin:
1 prior year
2™ prior year
3 prior year
4" prior year
| 5" prior year
6" prior year*
7" prior year
8" prior year
9" prior year
10" prior year
11" prior year
12" prior year
13" prior year
14" prior year
15" prior year
16" prior year
17" prior year
18" prior year
19" prior year
20" prior year
21% prior year*

2011-12-31

2010-12-31

2009-12-31

Federal

WELLAND HYDRO ELECTRIC SYSTEM CORF.
86375 9682 RCOCO+

Québec Alberta

2008-12-31

2007-12-31

2006-12-31

2005-12-31

2004-12-31
2003-12-31
2002-12-31
2001-12-31
2000-12-31
1999-12-31
1998-12-31

. 1997-12-31
1996-12-31
1995-12-31
1994-12-31
1993-12-31
1992-12-31
1991-12-31

1990-12-31

Total .. .5m ;w835 #% SECGWALERRGN B G BG E N5E FEREREE D3 G B A
* For the federal and Alberta, the 6" prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before

March 24, 2006, expire in the current year and the 21% prior year gifts made in a tax year that ended after March 23, 2008, expire in the current year.
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
12-06-25 14:41 86375 9692 RCO0CT
[—Part 8 — Additional deduction for gifts of medicine —
Federal Québec Alberta
Additional deduction for gifts of medicine at the end of the previous tax year .
Deduct: Additional deduction for gifts of medicine expired
after fivetaxyears .. .. .. L m
Additional deduction for gifts of medicine at the beginning
sfthetaxyear . . . . .. . . . e m
Add: Additional deduction for gifts of medicine transferred
on an amalgamation or the wind-up of a subsidiary . ........ @ - _
Additional deduction for gifts of medicine for the current year:
‘ Proceeds of diSPOSIION . o . v v v e e e 602 1 1 1
Cost of gifts of medicine . . . . .. i e 601 2 2 2
Subtotal (line 1 minus line 2) 3 3 3
| Line 3 multiplied by B0 %  svamreon £ g o v S e R S 6 e 4 4 4
Eligible amount of gifts m 5 5 5
Additional
deduction for gifts
FEECE) of medicine for
‘ A X ( B = the current year m
c Additional
. deduction for gifts
SiEEkee of medicine for
A X ( B ) Sthecurrentyear ... ...
s Additional
deduction for gifts
‘ FIESHE of medicine for
A X ( B ) S the CUITENE YEAI & siv viv sie wie s sie s s 6s o0 win ain min b s e s oes o s
]
where:
‘ A is the lesser of line 2 and line 4
B is the eligible amount of gifts (line 600)
C is the proceeds of disposition (line 602)
Subtotal (line 650 plus line 610)
Deduct: Adjustment for an acquisition of control . . .. ... ... ... @
Total additional deduction for gifts of medicine available . .. .. ... .. ...
Deduct: Amount applied against taxable income
(enter this amount on line 315 of the T2 return) . . . . .. .. .. 660
|Additional deduction for gifts of medicine closing balance . ... ... .. 680
-Amounts carried forward — Additional deduction for gifts of medicine
Year of origin: Federal Québec Alberta
1R PHOT YBAE .ot 2010-12-31
P9PHON YEAE e 2009-12-31
FUPHOr YEAr e 2008-12-31
AN DHOrYEaE e e 2007-12-31
DS DHIOF YEAM e 2006-12-31
3N DHOF YA e 2005-12-31
3=~ N N N
* These donations expired in the current year.
Page 6

. RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP
12-08-25 14:41 86375 9692 RC0001

r Québec — Gifts of musical instruments - —
'Gifts of musical instruments at the end of the Previous taX YEaE . . o . v v vt e e e e e e e e . A

Deduct: Gifts of musical instruments expired after twentytaxyears ... .. ... ... 000 B

Gifts of musical instruments at the beginning of the tax year . . . . . L e e e e C
Add:

Gifts of musical instruments transferred on an amalgamation or the wind-up of a subsidiary .. .. .. ... ... 0 o 0000 - D

. Total current-year gifts of musical instruments . .. oL L e e s E|
| Subtotal (line D plus line E) Fl

Deduct: Adjustment for an acquisition of control . . . L L L. L i G
Total gifts of musical instruments available . . . . . .. L L e e e e e e o H
" Deduct: Amount applied against taxable income . ... Lo oL Ll s |

Gifts of musical instruments closing balance S W A Sy ee B BT W R N W e R e ST el B SR GRS B wn s J
— Amounts carried forward — Gifts of musical instruments

Year of origin: Québec

TRPFOT YEAE ottt et et e e e e e SRR R SRR R S 10 e S e e 2010-12-31

2% prior year e e R e R R ST L AT N RN ST R NS 2009-12-31

I prioryear ... R R A R WSS SR T e R S SR S R 2008-12-31

AP DIIOMYOAT  vvvvvin s o R R T S T SN SR DIV 2 A R S SIS 2007-12-31

BUDRIOT YEAI oottt g DA B e R BT ST e A T TR B 2006-12-31

B DEIOT YEAI® ottt ittt in et e mopimam e s Som T S v oL e A T AR R e S RS R 2005-12-31

A <3 1oT R = 1 2004-12-31

o T Y 2003-12-31

GO OFION YEAE  vvvvvnev e e o G ST S SR SN S (6 R o Y A e eSS o AN 2002-12-31

0% PIIOE VBRI v vt ettt o ionc oo o o e R SR IR 3 ARG R T 2001-12-31

VIR PHOT YEAI oo oot ie e e it sraiie o e WA A RSO 1 SSRGS R e e 2000-12-31

120 prioryear ... SRR ST AN e AR AR SRR T R e 1999-12-31

13hprioryear .. TS DU e S S R A RS A SR T AN 2 1998-12-31

142 PHOTYEAE it e vt ittt e s e e e A L B G T A, S R R S 1997-12-31

D D OT YBAL ittt e e e e e e e e 1996-12-31

16" prior year PP 1995-12-31

Sl T R = D 1994-12-31

‘ BV DIION YEAr oottt s e e s et SR BN B SRR R 9 B 1993-12-31

IV DHIOT YEAE ottt it e e s i S ST E e SR SRR e AT R 4R T TSR e R 1992-12-31

200 DrIOT YBAE vt e e e A a2 U A TSR B e T AT 1991-12-31

212 PrIOTYEAM® o e e D S S ST RV O A SR A R W 1990-12-31

Total .. i e s i e d B m e e b B

* These gifts expired in the current year.

T2 SCH 2 E (07) Canad'éi

Page 7

RFORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



WELLAND HYDRO ELECTRIC SYSTEM CORF
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HESC - PIL 2011 - with SRED.211 2011-12-31

12-06-25 14:41

Tl Sooney "™ G0 Tamada ™ DIVIDENDS RECEIVED, TAXABLE DIVIDENDS PAID, AND SCHEDULE 3
PART IV TAX CALCULATION
| Name of corporation Business Number Tax year-end
| Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9652 RCD0O01 2011-12-31 |

» This schedule is for the use of any corporation to report:
— non-taxable dividends under section 83;
— deductible dividends under subsection 138(6);
— taxable dividends deductible from income under section 112, subsection 113(2) and paragraphs 113(1)(a), (b) or (d); or
— taxable dividends paid in the tax year that qualify for a dividend refund.

» The calculations in this schedule apply only to private or subject corporations.

> Parts, sections, subsections, and paragraphs referred to on this schedule are from the federal Income Tax Act.

A recipient corporation is connected with a payer corporation at any time in a tax year, if at that time the recipient corporation:
— controls the payer corporation, other than because of a right referred to in paragraph 251(5)(b); or
— owns more than 10% of the issued share capital (with full voting rights), and shares that have a fair market value of more than 10% of the

fair market value of all shares of the payer corporation.

» File one completed copy of this schedule with your T2 Corperation Income Tax Return.

e "X" under column A if dividend received from a foreign source (connected corporation only).

e Enter in column F1, the amount of dividends received reported in column 240 that are eligible.

2 Under column F2, enter the code that applies to the deductible taxable dividend.

I Part 1 — Dividends received in the tax year
Do not include dividends received from foreign non-affiliates. Complete if payer corporation is connected

A B C D E

Name of payer corporation Enter Business Number Tax year-end of the Non-taxable
‘ (from which the corporation 1 of connected payer corporation in dividend under

received the dividend) if payer corporation which the sections section 83

corporation 112113 and

is subsection 138(6)
connected dividends in column F
were paid
YYYYMM/DD

Total

(enter on line 402 of Schedule 1)

| Note: If your corporation's tax year-end is different than that of the connected payer corporation, your corporation could have received dividends from more than

one tax year of the payer corporation. If so, use a separate line to provide the information for each tax year of the payer corporation.

Complete if payer corporation is connected

subsections 113(2) and
138(6), and paragraphs
113(1)(@), (b), or (d)*

payer corporation
(for tax year
in column D)

(for tax year
in column Dy*™

F F1 F2 G H |
Taxable dividends Eligible dividends Total taxable Dividend refund Part |V tax
deductible from taxable (included in dividends paid of the connected before deductions
income under section 112, column F) by connected payer corporation Fx /3 *

‘ Total (enter the amount from column F on line 320 of the T2 return and amount J in Part 2)

* |f taxable dividends are received, enter the amount in column 240, but if the corporation is not subject to Part IV tax {(such as a public corporation
other than a subject corporation as defined in subsection 186(3)), enter “0” in column 270. Life insurers are not subject to Part [V tax on

subsection 138(6) dividends.

you have to estimate the payer's dividend refund when you calculate the corporation’s Part IV tax payable.

HET

For dividends received from connected corporations:

Part IV tax =

Column F x Column H

Column G

** |f the connected payer corporation’s tax year ends after the corporation’s balance-due day for the tax year (two or three months, as applicable),

_URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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112-06-25 14:41

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC00C1

-[ Part 2 — Calculation of Part [V tax payable
Part IV tax before deductions (amount J in Part 1)

‘Deduct
Part IV.| tax payable on dividends subjectto Part IVtax . . o0 o0 o e e e m
Subtotal
| Deduct:
] Current-year non-capital loss claimed to reduce Part IViax .. ..o v oo w o 330
Non-capital losses from previous years claimed to reduce Part IVtax .. ... o s 335
Current-year farm loss claimed to reduce Part IVtax . ... .. . 0o e 340
‘ Farm losses from previous years claimed to reduce Part [Vtax .. ... .vvonon 345
Total losses applied against Part IV tax x 1/3 =
| Part |V tax payable (enter amount on line 712 of the T2 return) . . . . . . . oo i e e e e m
Part 3 — Taxable dividends paid in the tax year that qualify for a dividend refund
A B C D D1
' Tax year end Taxable dividends Eligible
Name of connected recipient corporation Business Number of connected paid to connected dividends
recipient corporations (included in
corporation in column D)
‘ which the
dividends in
column D
were received
‘ YYYYMWDD
400 410] 430
1 Welland Hydro-Electric Holding Corp 86360 4328 RC0001 2011-12-31 650,000
‘ Note
If your corporation's tax year-end is different than that of the connected recipient corporation, your corporation
could have paid dividends in more than one tax year of the recipient corporation. If so, use a separate line to Total [ 650,000|
provide the information for each tax year of the recipient corporation. :
‘Total taxable dividends paid in the tax year to other than connected corporations . . .. .. ..o o o s m
Eligible dividends (included inline 450) . . . .. . i e e e 450a
‘ Total taxable dividends paid in the tax year that qualify for a dividend refund
(total of column D above plus line 450) . . . . . . . e e e s e e e m 650,000
Part 4 — Total dividends paid in the tax year
‘Complete this part if the total taxable dividends paid in the tax year that qualify for a dividend refund (line 460 above) is different from the total
dividends paid in the tax year,
Total taxable dividends paid in the tax year for the purposes of a dividend refund (from above) . ... vt 650,000
Other dividends paid in the tax year (fotal of 510t0540) . . .. . oo s e e e s
Total dividends paid INthE tAX YEAr o o v ot it e e e e e e e e m 650,000
‘ Deduct:
Dividends paid out of capital dividend account . . . ... ... oo
Capital gains dividends . . .. .. .. e e
‘ Dividends paid on shares described in subsection 129(1.2) .. .... ... ... .. -
T axable dividends paid to a controlling corporation that was bankrupt
atanytimeintheyear ... ... . . ... e e m
‘ Subtotal >
Total taxable dividends paid in the tax year that qualify for a dividend refund . oo i vt v e e e 650,000

T2 SCH 3 E (10)
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-i}"i? Canada Revenue Agence du revenu
B 9|

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RCO001

SCHEDULE &

Agency dliGenasa TAX CALCULATION SUPPLEMENTARY - CORPORATIONS

Business Number

Tax year-end
Year Month Day

2011-12-31

. Corparation's name

86375 9692 RCO001

WELLAND HYDRO ELECTRIC SYSTEM CORP.

o Use this schedule if, during the tax year, the corporation:

— had a permanent establishment in more than one jurisdiction
(corporations that have no taxable income should only complete columns A, B and D in Part 1);

— is claiming provincial or territorial tax credits or rebates (see Part 2); or

— has to pay taxes, other than income tax, for Néwfoundland and Labrador, or Ontario (see Part 2).
o Regulations mentioned in this schedule are from the Income Tax Regulations.
= For more information, see the T2 Corporation — Income Tax Guide.
» Enter the regulation number in field 100 of Part 1.
-Part 1 — Allocation of taxable income

l m Enter the Regulation that applies (402 to 413).
A B c D E F
Jurisdiction Total salaries and wages (B x taxable Gross revenue (D x taxable Allocation of taxable

Tick yes if the corporation AT f . i o income (C + E) x 1/2**
‘ had a permanent paid in jurisdiction income™) / G income**) / H (where either G or H is

establishment in the i i
jurisdiction during the tax year. * nil, do not multiply by 1/2)

Newfoundland
,and Labrador

‘ Newfoundland and
Labrador offshore

Prince Edward
| Island

| Nova Scotia

Nova Scotia
| offshore

| New
Brunswick

| Quebec

[
Ontario

‘ Manitoba
I

Saskatchewan

l Alberta

British
Columbia

| Yukon

Northwest
Territories

Nunavut

Outside
Canada

Total

* "Permanent establishment" is defined in Regulation 400(2).
** Starting in 2009, if the corporation has income or loss from an international banking centre: the taxable income is the amount on line
360 or line Z of the T2 return plus the total amount not required to be included, or minus the total amount not allowed to be
deducted, in calculating the corporation's income under section 33.1 of the federal Income Tax Act.
=+ Eor corporations other than those described under Regulation 402, use the appropriate calculation described in the Regulations to allocate taxable income.
Notes:
1, After determining the allocation of taxable incomme, you have to calculate the corporation's provincial or territorial tax payable.
For more information on how to calculate the tax for each province or territory, see the instructions for Schedule 5 in
the T2 Corporation — Income Tax Guide.

2. If the corporation has provincial or territorial tax payable, complete Part 2.

12 SCH 5 E (11) Canad’éi
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:41 86375 9692 RCO00"

r Part 2 — Ontario tax payable, tax credits, and rebates

Total taxable " Income eligible Provincial or Provincial or
income for small business | territorial allocation territorial tax
‘ deduction of taxable income payabie before
credits
751,127 o 751,127 52,002
Ontario basic income tax (from Schedule 500) . . . . . ...t e 270 ) 88,242
Deduct: Ontario small business deduction (from schedule 500) . . . . .. . ... ..o m 36,240
‘ Subtotal 52,002 » 52,002 As
Add:
Surtax re Ontario small business deduction (from Schedule 500) . . .. .. .. .0 cu v oo 272
| Ontario additional tax re Crown royalties (from Scheduie 504) ... ... ... . ......... 274
Ontario transitional tax debits (from Schedule 508) . . .. . ... ... o 276
Recapture of Ontario research and development tax credit (from Schedule 508) . .. ... .. 27T
‘ Subtotal > B6
Subtotal (amount A6 plus amount B6) 52,002 cs
Deduct:

' Ontario resource tax credit (from Schedule 504) . . . . .. ... . . . e
Ontario tax credit for manufacturing and processing (from Schedule 502)
Ontario foreign tax credit (from Schedule 21) . . . . . . . . s
Ontario credit union tax reduction (from Schedule 500) . . . .. .. . ... e
‘ Ontario transitional tax credits (from Schedule 506) . . . . . ... . . .. iviu e

Ontario political contributions tax credit (from Schedule 525) . ... ... ... ... .. ...
Subtotal | D6
l Subtotal (amount C6 minus amount D6) (if negative, enter "0") 52,002 E6
Deduct: Ontario research and development tax credit (from Schedule 508) . . ... ... .. .. i m 6,698
Ontario corporate income tax payable before Ontario corporate minimum tax credit (amount E6 minus amount on line 416)
(F negative, BMEr M0) i e e e e e 45,304 Fs
Deduct: Ontario corporate minimum tax credit (from schedule 510) . . . . . . e e m
Ontario corporate income tax payable (amount F6 minus amount on line 418) (if negative, enter "0") .. ... . ... ... ... 45,304 Gs
Add:
Ontario corporate minimum tax (from Schedule 510) . . . ...... ... ... ... . ...

| Ontario special additional tax on life insurance corporations (from Schedule 512) . .. ... ..

Ontario capital tax (from Schedule 514 or Schedule 515, whichever applies) . .........
Subtotal > Hs

45,304 18

!Total Ontario tax payable before refundable credits (amount G6 plus amount HB) . . .. .. .. oo ot

Deduct:
Ontario qualifying environmental trust taxcredit . . . ... ... .. .. .. o oo
‘ Ontario co-operative education tax credit (from Schedule 550) ... ... ... .. ........
Ontario apprenticeship training tax credit (from Schedule 552) .. . .. ... ... ... ... g 12,665
Ontario computer animation and special effects tax credit (from Schedule 554)
‘ Ontario film and television tax credit (from Schedule 556) . .. .. ... ... ..........
Ontario production services tax credit (from Schedule 558) . . ... . ... ... .. ...
Ontario interactive digital media tax credit (from Schedule 560) . .. ... ... . ... ...
‘ Ontario sound recording tax credit (from Schedule 562) . .. ....... ... .........
Ontario book publishing tax credit (from Schedule 564) . . ... ... ... .. ... ..., o -
Ontario innovation tax credit (from Schedule 566) . . . . ... ... .. ... . .. ...
I Ontario business-research institute tax credit (from Schedule 568) . .. . ... .... ... ..

Other Ontariotax credits . . . . . . i e e e e e e
Subtotal 12,665 p 12,665 Js

32,639 ks

Net Ontario tax payable or refundable credit (amount 16 minus amount JB) . . . . . . v i i i e m
! (if a credit, enter a negative amount) Include this amount on line 255.

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 Vi1 Page 2
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MHESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF.
)12-06-25 14:41 86375 9692 RCCO0A

Fixed Assets Reconciliation

Reconciliation of change in fixed assets per financial statements to amounts used per tax return.

- Tax return —
Additions for tax purposes — Schedule 8 regular classes 3,029,026
Additions for tax purposes — Schedule 8 leasehold improvements +
Operating leases capitalized for book purposes +
Capital gain deferred + —
Recapture deferred +
Deductible expenses capitalized for book purposes — Schedule 1 +
+
Total additions per books = 3,029,026 » 3,029,026
Proceeds up to original cost — Schedule 8 regular classes 14,449
Proceeds up to original cost — Schedule 8 leasehold improvements +
Proceeds in excess of original cost — capital gain +
Recapture deferred — as above +
Capital gain deferred — as above +
| Pre V-day appreciation +
+
Total proceeds per books = 14,449 » 14,449
Depreciation and amortization per accounts — Schedule 1 - 1,960,187
Loss on disposal of fixed assets per accounts =
Gain on disposal of fixed assets per accounts + 14,409
| Net change per tax return = 1,068,799
- Financial statements
Fixed assets (excluding land) per financial statements
Closing net book value 25,111,408
Opening net book value 24,042,609
Net change per financial statements = 1,068,799

‘ if the amounts from the tax return and the financial statements differ, explain why below.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1



© HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
i12-06-25 14:41 86375 9692 RCOCO1

Attached Schedule with Total

Finencial statements — Fixed assets (excluding land) per financial statements — Opening net book value

fle  Financial statements — Fixed assets (excluding land) per financial statemen

Description : y Amount
_Net book value 2010 24,292,608(00
Inventory full basis -250,000/00
Total 24,042,609|00

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RCOQ0

Attached Schedule with Total

Financial statements — Fixed assets (excluding land) per financial statements — Closing net book value

Financial statements — Fixed assets (excluding land) per financial statemen

“iile
Nescription Amount
Closing NBY 25,361,408|00
Inventory full basis -250,000(00
Total 25,111,408/00

CCRPCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 1



HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CCRF

12-06-25 14:41 86375 9692 RCO0C"
Bl Gong Forone aiCamed ™ SCHEDULE 9
RELATED AND ASSOCIATED CORPORATIONS
[Name of corporation ) Business Number Tax year end o r

Year Month Day
_WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0001 2011-12-31

¢ Complete this schedule if the corporation is related to or associated with at least one other corporation.
» For more information, see the T2 Corporation Income Tax Guide.

Name Country| Business number Rela- Number of % of Number of % of Book value of
of resi- (see nate 1) tion- | common shares | common | preferred shares | preferred capital stock
dence ship you own shares you own shares
(other code you own you own

than (see
Canada) note 2)
100 200 E 400 J I 500 E 600 650 700
14 WELLAND HYDRO-ELECTRIC HOLD:! 86360 4328 RCO0CL | 1
2| WELLAND HYDRO ENERGY SERVICI 86375 9494 RC0O0C1 | 3
3. City of Welland NR 3
4 WELLAND WIFI CORPORATION 85056 2364 RC0O001 | 3
5. Welland Solar Corp. 80968 5860 RCO001 | 3

lote 1: Enter "NR” if the corporation is not registered or does not have a business number.
ote 2: Enter the code number of the relationship that applies from the following order: 1 - Parent 2 - Subsidiary 3 - Associated 4 - Related but not associated

g

‘2 SCH 9 (11) Canada |
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
12-06-25 14:41 86375 9692 RCO00"

E*ﬂ Canada Revenue Agence du revenu SCHEDULE 10
Agency du Canada
CUMULATIVE ELIGIBLE CAPITAL DEDUCTION
i Name of corporation_ N B o Business NumEer Tax year_end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCD001 2011-12-31

° For use by a corporation that has eligible capital property. For more information, see the T2 Corporation Income Tax Guide.
* A separate cumnulative eligible capital account must be kept for each business.

Part 1 — Calculation of current year deduction and carry-forward
‘Cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter "0") m 1,412,487 A
Add: Cost of eligible capital property acquired
during the taxationyear . ......... 222 -
‘ Other adjustments .. ............ 226
Subtotal (line 222 plus line 226) x 3/4 = B
Non-taxable portion of a non-arm's length
transferor's gain realized on the transfer
[ of an eligible capital property to the
' corporation after December 20, 2002 . m x1/2 = C
amount B minus amount C (if negative, enter "0") | 4 D
‘ Amount transferred on amalgamation or wind-up of subsidiary ... ..................... E
Subtotal (add amounts A, D, and E) 1,412,487 F
Deduct: Proceeds of sale (less outlays and expenses not
otherwise deductible) from the disposition of all
‘ eligible capital property during the taxation year ....... 242 ] G
The gross amount of a reduction in respect of a forgiven
debt obligation as provided for in subsection 80(7) ... .. 244 H
‘ Other adjustments .. .............. ... .. ...... 246 I
(add amounts G,H, and I) X 3/4 = m J
Cumulative eligible capital balance (amount F minus amount J) .. ... ... .. . iiiiiai oL 1,412,487 K
(if amount K is negative, enter "0" at line M and proceed to Part 2)
Cumulative eligible capital for a property no longer owned after ceasing to carry on
that bUSINESS . . .o e e Eﬂ
amount K _ 1,412,487
‘ less amount from line 249
Current year deduction .............. 1,412,487 x 7.00% =E] 98,874 *
(line 249 plus line 250) (enter this amount at line 405 of Schedule 1) 98,874 » 98,874 L
Cumulative eligible capital — Closing balance (amount K minus amount L) (if negative, enter "0") ., ... m 1,313,613 M
* You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 365.
5L
T2 SCH 10 (04) Canada
Page 1
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HESC - PIL 2011 - with SRED.211 2011-12-31
112-06-25 14:41

; - Part 2 - Amount to be included in income arising from disposition
' (complete this part only if the amount at line K is negative)

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RC00OC*

Amount from line K (show as positive amount) ... ... - NI
i Total of cumulative eligible capital (CEC) deductions from income for taxation years '
beginning after June 30, 1988 . . ... ... 1 |1
Total of all amounts which reduced CEC in the current or prior years under
subsection 80(7) ... e e 2
Total of CEC deductions claimed for taxation years
beginning before July 1,1988 . .................. m S
Negative balances in the CEC account that were included
’ in income for taxation years beginning before July 1, 1988
Line 3 minus line 4 (if negative, enter"0"y .. ............. 5
Totalof lines 1, 2and 5 .. ... .. e - 6
Amounts included in income under paragraph 14(1)(b), as
that paragraph applied to taxation years ending after June
30, 1988 and before February 28, 2000, to the extent that
it is for an amount described at line400 . ...............
Amounts at line T from Schedule 10 of previous taxation years
‘ ending after February 27,2000 .. ........ ... . ... ...
: Subtotal (line 7 plus line 8) [T 9
Line 6 minus line 9 (if negative, enter "0") .. .. .. L e 2 0
‘ Line N minus line O (if negative, enter "0") . . . . . e P
Line 5 x 1/2 = Q
Line P minus line Q (if negative, enter "0") .. .. . e R
‘ Amount R x 2/3= S
Amount N or amount O, WhiChever is 1eSs . . ... i i i i i e e e e e e T
Amount to be included in income (amount S plus amount T) (enter this amount on line 108 of Schedule 1) m
Page 2
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HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP

12-06-25 14:41 86375 9692 RC0001
a* i Canada Revenue  Agence du revenu SCHEDULE 13
{ Agency du Canada
CONTINUITY OF RESERVES
‘ Name of corporation o Business number . Tax year end |
Year Month Day
~WELLAND HYDRQ ELECTRIC SYSTEM CORP. 86375 9692 RCO001 | 2011-12-31

e For use by corporations to provide a continuity of all reserves claimed which are allowed for tax purposes.
e File one completed copy of this schedule with the corporation's T2 Corporation Income Tax Return.
e For more information, see the T2 Corporation Income Tax Guide.

[—Part 1 — Capital gains reserves -

Description of property Balance at the Transfer on an Add Deduct Balance at the
beginning of the amalgamation or end of the year
year the wind-up of % $ $
‘ $ a subsidiary
$

oot 002 003 ] 004

’ Totals

The amount from line 008 plus the amount from line 009 should be entered on line 880 of Schedule 6, Summary of Dispositions of Capital

|Propen‘y. The amount from line 010 should be entered on line 885 of Schedule 6.

-Part 2 — Other reserves

Description Balance at the Transfer on an Add ; Deduct Balance at the
‘ beginning of amalgamation or $ $ end of the year
the year the wind-up of $
$ a subsidiary
$

| : :

Reserve for doubtful

debts . . . 113,524 107,764 113,524 107,764

130 i 140]

‘ Reserve for undelivered
goods and services l:'
notrendered .............

Reserve for prepaid
rent . D
‘ g( 0) 1t
Reserve for refundable D
containers . . ........ ..., -
| . 21508 -
Reserve for unpaid
amounts . ............... D
0 40
|Other tax
FESEIVES i v 4 v v o vv s vos sas D
U
‘ Totals 113,524 107,764 113,524 107,764

Enter "X" in the column above if the tax reserve has also been reported on the corporation's financial statements. This
allows offsetting entries on Schedule 1, resulting in a zero effect on net income for tax purposes.

‘The amount from line 270 plus the amount from line 275 should be entered on line 125 of Schedule 1, Net Income (Loss) for Income Tax
Purposes, as an addition. The amount from line 280 should be entered on line 413 of Schedule 1 as a deduction.

*d

T2 SCH 13 E (11) Canada
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MESC - PIL 2011 - with SRED.211
112-06-25 14:41

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF.

86375 9692 RC0OQCH

Continuity of financial statement reserves (not deductible)

Financial statement reserves (not deductible)

Description Balance at the Transfer on an Add Deduct Balance at the
beginning of amalgamation or end of the year
the year the wind-up of
‘ a subsidiary
1| PILs deferred revenue reserv 6,541 6,541
I 2| Pension Liability - non-current 1,479,364 1,427,938 1,479,364 1,427,938
‘ 3| Pension Liability - current 56,253 126,909 56,253 126,905
4| Smart Meter Reserve
‘ 5| Regulatory Asset Recoveries
6
| Reserves from
Part 2 of Schedule 13 113,524 107,764 113,524 107,764
Totals 1,655,682 1,662,611 1,655,682 1,662,611
The total opening balance plus the total transfers should be entered on line 414 of Schedule 1 as a deduction.
The total closing balance should be entered on line 126 of Schedule 1 as an addition.
CURPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 page 1
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12-08-25 14:41

Gl gy oene

Agence du revenu

du Canada

2011-12-31

DEFERRED INCOME PLANS

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC00CH

SCHEDULE 15

| Name of corporation
|

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Business l\_JLmeer Tax year end
Year Month Day
86375 9692 RCO0O01 2011-12-31

» Complete the information below if the corporation deducted payments from its income made to a registered pension plan (RPP), a registered
supplementary unemployment benefit plan (RSUBP), a deferred profit sharing plan (DPSP), or an employee profit sharing plan (EPSP).

o If the trust that governs an employee profit sharing plan is not resident in Canada, please indicate if the T4APS, Statement of Employees Profit Sharing
Plan Allocations and Payments, Supplementary slip(s) were filed for the last calendar year, and whether they were filed by the trustee or the employer.

Type of Amount Registration Name of EPSP trust Address of EPSP trust T4PS
plan of contribution number (RPP, slip(s)
(see RSUBP, and filed
note 1) (see note 2) DPSP only) by:
(see
note
3)
(EPSP
only)
00 200§ 300] 400 500 600
1 i 235,237 | 0345983
Note 1: Enter the applicable Note 2: You do not need to add to Schedule 1 any payments you made to deferred income
code number: plans. To reconcile such payments, calculate the following amount:
1-RPP Total of all amounts indicated in column 200 of this schedule ... o 235,237 A
2 -RSUBP Less:
3~DPSP Total of all amounts for deferred income plans deducted in your financial statements 235,237 B
-E
EEEECE Deductible amount for contributions to deferred income pians
(amount A minus amount B) (if negative, enter "0") ... Cc
Enter amount C on line 417 of Schedule 1
Note 3. T4PS slip(s) filed by: 1 — Trustee
2 — Employer
|54
T2 SCH 15 (06) Canada
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kg

Canada Revenue
Agency

Agence du revenu
du Canada

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RC00G"

SCHEDULE 23

AGREEMENT AMONG ASSOCIATED CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO
ALLOCATE THE BUSINESS LIMIT

o For use by a Canadian-controlled private corporation (CCPC) to identify all associated corporations and to assign a percentage for each associated
corporation. This percentage will be used to allocate the business limit for purposes of the small business deduction. Information from this schedule
will also be used to determine the date the balance of tax is due and to calculate the reduction to the business limit.

o An associated CCPC that has more than one tax year ending in a calendar year, is required to file an agreement for each

tax year ending in that calendar year.

Enter the legal name of each of the corporations in the associated group. Include non-CCPCs and CCPCs that have filed an election

under subsection 256(2) of the ncome Tax Act (ITA) not to be associated for purposes of the small business deduction.

2 — CCPC that is a "third corporation” that has elected under subsection 256(2) not to be associated for

5 — Associated CCPC to which code 1 does not apply because of a subsection 256(2) election made by a "third corporation”

Column 1:
Column 2: Provide the Business Number for each corporation (if a corporation is not registered, enter "NR").
Column 3: Enter the association code that applies to each corporation:
1 — Associated for purposes of allocating the business limit (unless code 5 applies)
purposes of the small business deduction
3 — Non-CCPC that is a "third corporation" as defined in subsection 256(2)
4 — Associated non-CCPC
Column 4:
each respective corporation's T2 return.
Column 5:
The total of all percentages in column 5 cannot exceed 100%.
Column 6:

Enter the business limit for the year of each corperation in the associated group. The business limit is computed at line 4 on page 4 of
Assign a percentage to allocate the business limit to each corporation that has an association code 1 in column 3.

Enter the business limit allocated to each corporation by multiplying the amount in column 4 by the percentage in column 5. Add all

business limits allocated in column 6 and enter the total at line A. Ensure that the total at line A falls within the range for the calendar

year to which the agreement applies:

Calendar year Acceptable range
2006 maximum $300,000
2007 $300,001 to $400,000

Calendar year

Acceptable range

2008

maximum $400,000

2009

$400,001 to $500,000

If the calendar year to which this agreement applies is after 2009, ensure that the total at line A does not exceed $500,000.

- Allocating the business limit

Date filed (do not use this area)

Year Month Day

Year
Enter the calendar year to which the agreement applies . . . . . . e m 2011
s this an amended agreement for the above-noted calendar year that is intended to replace an agreement previously
filed by any of the associated corporations listed below? ... ... . Lo Q75 1Yes D 2 No |X|
1 2 3 4 5 6
\ Names of Business Asso- Business limit Percentage Business
associated Number of ciation for the year of the limit
corporations associated code | (before the allocation) | business allocated™
corporations limit 3
! %
1| WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 il 500,000 100.0000 500,000
| 2| WELLAND HYDRO-ELECTRIC HOLDING CORP. | 86360 4328 RC0001 il 500,000
3| WELLAND HYDRO ENERGY SERVICES CORP. | 86375 9494 RC0001 1 500,000
4| City of Welland NR B 4
‘ 5] WELLAND WIFI CORPORATION 85056 2364 RCO001 il 500,000
6| Welland Solar Corp. 80968 5860 RCO001 il 500,000
Total| 100.0000 500,000
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!Business limit reduction under subsection 125(5.1) of the ITA

The business limit reduction is calculated in the small business deduction area of the T2 return. One of the factors used in this calculation is the "Large
corporation amount” at line 415 of the T2 return. If the corporation is a member of an associated group™ of corporations in the current tax year, the amount
at line 415 of the T2 return is equal to 0.225% x (A - $10,000,000) where, "A" is the total of taxable capital employed in Canada™ of each corporation in
| the associated group for its last tax year ending in the preceding calendar year.
* Each corporation will enter on line 410 of the T2 return, the amount allocated to it in column 6. However, if the corporation’s tax year is less than 51 weeks,
prorate the amount in column 6 by the number of days in the tax year divided by 365, and enter the result on line 410 of the T2 return.

‘ Special rules apply if a CCPC has more than one tax year ending in a calendar year and is associated in more than one of those years with another CCPC
that has a tax year ending in the same calendar year. If the tax year straddles January 1, 2009, the business limit for the second (or subsequent) tax year(s)
will be equal to the lesser of the business limit that would have been determined for the first tax year ending in the calendar year, if $500,000 was used in
allocating the amounts among asscciated corporations and the business limit determined for the second (or subsequent) tax year(s) ending in the same
calendar year. Otherwise, the business limit for the second (or subsequent) tax year(s) will be equal to the lesser of the business limit determined for the

‘ first tax year ending in the calendar year and the business limit determined for the second (or subsequent) tax year(s) ending in the same calendar year.

** The associated group includes the corporation filing this schedule and each corporation that has an “"association code” of 1 or 4 in column 3.

| % »Tavable capital employed in Canada" has the meaning assigned by subsection 181.2(1) or 181.3(1) or section 181.4 of the ITA.

[d}

Canadi _

"2 SCH 23 (09)
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QQE Canada Revenue  Agence du revenu SCHEDULE 31
e Agency du Canada

INVESTMENT TAX CREDIT — CORPORATIONS

- General information

‘ 1. For use by a corporation that during a tax year:
® earned an investment tax credit (ITC);
o is claiming a deduction against its Part | tax payable;
¢ s claiming a refund of credit earned during the current tax year;
‘ e is claiming a carryforward of credit from previous tax years;
s is transferring a credit following an amalgamation or wind-up of a subsidiary, as described under subsections 87(1) and 88(1) of the federal
Income Tax Act;
® is requesting a credit carryback; or
‘ * s subject to a recapture of ITC.

2. References to parts, sections, and subsections on this schedule are from the federal iIncome Tax Act and the federal Income Tax Regulations.
References to interpretation bulletins and information circulars are to the latest versions.

‘ 3. TheITC is eligible for a three-year carryback (if not deductible in the year earned). It is also eligible for a twenty-year carryforward.

4. Investments or expenditures, as defined in subsection 127(9) and Part XLV! of the federal Income Tax Regulations, that earn the
ITC are:
‘ ® gualified property (Parts 4 to 7);
e expenditures that are part of the SR&ED qualified expenditure pool (Parts 8 to 17). Complete and file Form T661,
Scientific Research and Experimental Development (SR&ED) Expenditures Claim;,

® pre-production mining expenditures (Parts 18 to 20);
‘ ® apprenticeship job creation expenditures (Parts 21 to 23); and
o child care spaces expenditures (Parts 24 to 28).

| 5. Attach a completed copy of this schedule with the 72 Corporation Income Tax Return.

6. For more information on ITCs, see the section called "Investment Tax Credit" in the T2 Corporation — Income Tax Guide, Information Circular
IC 78-4, Investment Tax Credit Rates, and its related Special Release. Also, see Interpretation Bulletin IT-151, Scientific Research and
Experimental Development Expenditures.

|7. For information on SR&ED, see Interpretation Bulletin IT-151 (consolidated), Scientific Research and Experimental Development
Expenditures; Information Circular 86-4, Scientific Research and Experimental Development, Brochure RC4472, Overview of the
Scientific Research and Experimental Development Program (SR&ED) Tax incentive Program; Brochure RC4467, Support for your
R&D in Canada and T4088, Guide to Form T661 Scientific Research and Experimental Development (SR&ED) Expenditures Claim.

- Detailed information

1. For the purpose of this schedule, "investment" means: :
’ The capital cost of the property (exciuding amounts added by an election under section 21), determined without reference to subsections 13(7.1) and
13(7.4), minus the amount of any government or non-government assistance that the corporation has received, is entitled to receive, or can
reasonably be expected to receive for that property when it files the income tax return for the year in which the property was acquired.

2. An ITC deducted or refunded in a tax year for a depreciable property, other than a depreciable property deductible under paragraph 37(1)(b), reduces the

‘ capital cost of that property in the next tax year. It also reduces the undepreciated capital cost of that class in the next tax year. An ITC for SR&ED
deducted or refunded in a tax year will reduce the balance in the pool of deductible SR&ED expenditures and the adjusted cost base (ACB) of an
interest in a partnership in the next tax year. An ITC from pre-production mining expenditures deducted in a tax year reduces the balance in the pool of
deductible cumulative Canadian exploration expenses in the next tax year.

‘ 3. Property acquired has to be "available for use" before a claim for an ITC can be made.

4. Expenditures for SR&ED and capital costs for a property qualifying for an ITC must be identified by the claimant on Form T661 and Schedule 31
no later than 12 months after the claimant's income tax return is due for the tax year in which the expenditures or capital costs were incurred.

‘ 5. Partnership allocations — Subsection 127(8) provides for the allocation of the amount that may reasonably be considered to be a partner's share of the
ITCs of the partnership at the end of the fiscal period of the partnership. An allocation of [TC's is generally considered to be the partner's reasonable
share of the ITCs if it is made in the same proportion in which the partners have agreed to share any income or loss and if section 103 of the Act is not

‘ applicable for the agreement to share any income or loss. Special rules apply to specified and limited partners. For more information, see Guide
T4068-1, 2010 Supplement to the 2006 T4068, Guide for the T5013 Partnership Information Return.

For SR&ED expenditures, the expressicn "“in Canada” includes the "exclusive economic zone" (as defined in the Oceans Act to
generally consist of an area that is within 200 nautical miles from the Canadian coastline), including the airspace, seabed and subsoil

(S

‘ for that zone.

"250H 31 E (11) Canada
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‘ Name of corporation I Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCD0OO1 2011-12-31
r Part 1 — Investments, expenditures and percentages
Specified
‘nvestments percentage
Qualified property acquired primarily for use in Newfoundland and Labrador, Prince Edward Island, Nova Scotia,
New Brunswick, the Gaspé Peninsula, or a prescribed offshore region ... e 10%
Zxpenditures
f you are a Canadian-controlled private corporation (CCPC), this percentage may apply to the portion
| that you claim of the SR&ED qualified expenditure pool that does not exceed your expenditure limit
!(see P 10) L e e e e e e e e e e e e e R VR VR R R EE RS R a 35%
Note: [f your current year's qualified expenditures are more than the corporation's expenditure limit (see
Part 10), the excess is eligible for an ITC calculated at the 20 % rate.
‘ If you are a corporation that is not a CCPC that incurred qualified expenditures for SR&ED in any area in Canada . .. ... ... ... 20 %
f you are a taxable Canadian corporation that incurred pre-production mining expenditures .. .. Lo i e s 10%
‘ If you paid salary and wages to apprentices in the first 24 months of their apprenticeship contract for employment .. ...... ... .. ... 10%
'f you incurred eligible expenditures after March 18, 2007, for the creation of licensed child care 25
0

spaces for the children of your employees and, potentially, for other children . . ... o o o s e

r Part 2 — Determination of a qualifying corporation
s the corporation a qualifying corporation? . . .. L L e e e e e e e e e m 1 Yes I:] 2 No [E

_“or the purpose of a refundable ITC, a qualifying corporation is defined under subsection 127.1(2). The corporation has to be a CCPC and the taxable income
(before any loss carrybacks) for its previous tax year cannot be more than its qualifying income limit for the particular tax year. If the corporation is associated
with any cther corporations during the ax year, the total of the taxable incomes of the corporation and the assaciated corporations (before any loss carrybacks),
‘or their last tax year ending in the previous calendar year, cannot be more than their qualifying income limit for the particular tax year.

‘ Note: A CCPC calculating a refundable ITC, is considered to be associated with another corporation if it meets any of the conditions in subsection 256(1),
except where:
® one corporation is associated with another corporation solely because one or more persons own shares of the capital stock
of both corperations; and
[ ® one of the corporations has at least one shareholder who is not common to both corporations.

f you are a qualifying corporation, you will earn a 100% refund on your share of any ITCs earned at the 35% rate on qualified current expenditures
‘or SR&ED, up to the allocated expenditure limit. The 100% refund does not apply to qualified capital expenditures eligible for the 35% credit rate.
They are only efigible for the 40% refund.

‘ Some CCPCs that are not qualifying corporations may alsc earn a 100% refund on their share of any {TCs earned at the 35% rate on qualified
surrent expenditures for SR&ED, up to the allocated expenditure limit. The expenditure limit can be determined in Part 10. The 100% refund
does not apply to qualified capital expenditures eligible for the 35% credit rate. They are only eligible for the 40% refund.

The 100% refund will not be available to a corporation that is an excluded corporation as defined under subsection 127.1(2).
4 corporation is an excluded corporation if, at any time during the year, it is a corporation that is either controlled by (directly or
ndirectly, in any manner whatever) or is related to:

a) one or more persons exempt from Part | tax under section 149;
b) Her Majesty in right of a province, a Canadian municipality, or any other public authority; or
3) any combination of persons referred to in a) or b) above.

|— Part 3 — Corporations in the farming industry
“ornplete this area if the corporation is making SR&ED contributions

s the corporation claiming a contribution in the current year to an agricuitural organization
whose goal is to finance SR&ED work (for example, check-off dues)? ... . ... i e m 1 Yes D 2 No

Contributions to agricultural organizations for SR&ED . .. L e e e e

fyes, complete Schedule 125, Income Statement Information, to identify the type of farming industry the corporation is involved in.
For more information on Schedule 125, see the Guide fo the General Index of Financial Information (GIFI) for Corporations.
Enter contributions on line 350 of Part 8.
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QUALIFIED PROPERTY

‘ - Part 4 - Eligible investments for qualified property from the current tax year
CCA* class| Description of investment Date available Location used Amount of
number for use (province or territory) investment
1. |
* CCA: capital cost allowance
‘ Total investment — enter in formula on line 240 in Part 5
-Part 5 — Calculation of current-year credit and account balances — ITC from investments in qualified property
ITC at the end of the previous taX YEar . . . oo oo v v s s s e s e e
Deduct:
Credit deemed as a remittance of co-op corporations L. .o e e s e s e e
Credit expired L e e e e e e e e s e e e
Subtotal »
iTC at the beginning of the tax year . . . . . o ih e i e s s s e e s e e e b e e m
Add:
]Credit transferred on amalgamation or wind-up of subsidiary . ... .. .. ool 230
'TC from repayment of @ssistance . .. . ... v it s e s 235
Total current-year credit: total of column 125 X 10%= cu.u. 240
‘Credit allocated from apartnership . . . o v e e e e e 250
Subtotal >
Total credit available . . e e e e e e e e e e e e e e e e e e e e e e s b e e s e
Deduct:
‘ Credit deducted from Part | tax (enteron line B1inPart 30) .. ... oo oo ot m
Credit carried back to the previous year(s) (from Part6) .. ... oo i il A
Credit transferred to offset Part VIHGX FABIY  « « v v e v s e s vnae e e i oaas e 280
‘ Subtotal >
Credit balance before refund o v o i i e e e e e e e e e e e e e e e e e e b bk B
Deduct:
‘ Refund of credit claimed on investments from qualified property (from Part7) ... .. oo v i i i m
ITC closing balance of investments from qualified property ... .. ... . i i i m
r Part 6 — Request for carryback of credit from investments in qualified property
Year | Month | Day
1st previous taxyear |l e Credit to be applied 901_
2nd previous taxyear | b e ea e Credit to be applied 9_02
3rd previous taxyear | | s s s Credit to be applied 903
Total (enter on line A in Part 5)
|
- Part 7 — Calculation of refund for qualifying corporations on investments from qualified property
Current-year ITCs (total of lines 240 and 250 inPart 5) . .0 v v i i i i s C
Credit balance before refund (amount Bfrom Part 5) ... .0 i i s D
Refund ( 40 % of amount C or D, Whichever is IBSS) . . v i v u i e v s e e e e e e E
‘ Enter amount E or a lesser amount on line 310 in Part 5 (also enter it on line 780 of the T2 return if the corporation does not claim an SR&ED ITC refund).
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SR&ED

2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

-Part 8 — Qualified SR&ED expenditures
Current expenditures

Current expenditures (from line 557 on Form TBB1) . . . o0 v i v v v v oe v v e e s
. Add:
| Contributions to agricultural organizations for SREED* .. cv it i i e e

I current expenditures (including contributions to agricultural organizations for SR&ED
it line 103 in Part 3)* (from ling 557 on FOorm TEET) .« o o v oo v v oo e e e e e 142,151 p RiHf
360

Capital expenditures (from line 558 on Form TEB61) . . . . o e e e e e e e e s
370

142,151

142,151

Repayments made in the year (from line 560 on Form TB61) . . . .. o o i e s
380

142,151

Totatl (this must equal the amount from line 570 on Form TE61)* . . . . . .. .. .o e e e e e
* Do net file form T661 if you are only claiming contributions made to agricultural organizations for SR&ED.

Part 9 — Components of the SR&ED expenditure limit calculation
>art 9 only applies if the corporation is a CCPC.
‘ Note: A CCPC that calculates SR&ED expenditure limit, is considered to be associated with another corporation if it meets any of the conditions in

subsection 256(1), except where:

e one corporation is associated with another corporation solely because one or more persons own shares of the capital stock of the
corporation; and

‘ » one of the corporations has at least one shareholder who is not common to both corporations.

1 Yes

s the corporation associated with another CCPC for the purpose of calculating the SR&ED expenditure limit? .. ... .. @

Complete lines 390 and 398, if you answered no to the question at line 385 above or if the corporation is not
associated with any other corporations (the amounts for associated corporations will be determined on

Schedule 49).

ZNOD

Enter your taxable income for the previous tax year* (prior to any loss carry-backs applied). . ..... ... .. 00

‘ Enter your taxable capital employed in Canada for the previous tax year
minus $10 million. If this amount is nil or negative, enter "0". m

If this amount is over $40 million, enter 40 million. . . . . L e e e e s e e e

*  |f either of the tax years referred to at line 390 is less than 51 weeks, muitiply the taxable income by the following resuit: 365 divided by the number
of days in these tax years.
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r Part 10 — Calculation of SR&ED expenditure limit for a CCPC
“or stand-alone corporations:

Calculation 1A: Tax year ends before January 1, 2010.

' [($7,000,000 minus (10 x (line 390 from Part 9 or $400,000, whichever is more))) x (($40,000,000 minus
line 398 from Part 9) divided by $40,000,000)] . . . ... e e s s s -

Calculation 1: Tax year starts after December 31, 2009.

‘ [($8,000,000 minus (10 x (line 390 from Part 9 or $500,000, whichever is more))) x (($40,000,000 minus [
line 398 from Part 9) divided by $40,000,000)] . . . . . ... e e s e e e = |

} Caiculation 2: Tax year straddles January 1, 2010.
EE + [(FF minus EE) x (GG divided by HH)] where, . ... .. . L e
EE = [($7,000,000 minus (10A)) x (($40,000,000 minus B) divided by $40,000,000)];

FF = [($8,000,000 minus (10 x (line 390 from Part 9 or $500,000, whichever is more))) x (($40,000,000 minus
I line 398 from Part 9) divided by $40,000,000)];

GG = number of days in the tax year after December 31, 2009;
HH = number of days in the tax year.

‘ Amount A o Amount B m —

A = the greater of:
e $400,000; and
‘ e your taxable income for the last tax year* ending in the previous calendar year (tax years ending in 2008)
(prior to any loss carry-backs applied).

B = the taxable capital employed in Canada for the last tax year ending in the previous calendar year (tax years ending in 2008) minus $10 million.
‘ If this amount is nil or negative, enter "0". If this amount is over $40 million, enter $40 million.

* If any of the tax years referred to in A above are less than 51 weeks, gross up the taxable incomes for those tax years by the ratio
that 365 is of the number of days in those tax years. Use these grossed up amounts when calculating the expenditure limit.

‘ Enter the amount from Calculation 1A, 1 or 2, whichever is applicable G*

‘or associated corporations:
f associated, the allocation of the SR&ED expenditure limit as provided on Schedule49 . ................. T m H*
Where the tax year of the corporation is less than 51 weeks, calculate the amount of the expenditure limit as follows:
ine G orH X Number of days in the tax vear 365 T easiave e e
365
Your SR&ED expenditure limit for the year (enter the amount from line G, H, or |, whichever applies) . ...........

Amount G or H cannot be more than $3,000,000.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 5



!

|
|

|
|

- Part 12 — Calculation of current-year credit and account balances — ITC from SR&ED expenditures

that reduced the amount of qualified Total

HESC - PIL 2011 - with SRED.211 2011-12-31
12-06-25 14:42

- Part 11 — Calculation of investment tax credits on SR&ED expenditu

Enter whichever is less: current expenditures (line 350 from Part 8) or
the expenditure limit (line 410 from Part 10)* .. . . . ... . ... .. ..

Line 350 minus line 410 (if negative, enter "0") . . . ... .. Lo

WELLAND HYDRO ELECTRIC SYSTEM CORP

86375 9692 RC0001

res

X 35% =

_ine 410 minus line 350 (if negative, enter "0") . . .. e -
Znter whichever is less: capital expenditures (line 360 from Part 8)

arline L above™ L e e e e :

Line 360 minus line L (if negative, enter "0") .. ... .. . oo

L

35% =
20% =

Repayments (amount from line 370
nPart8) ...

X

35% =

if a corporation makes a repayment 460

>f any government or non-government 480

*

20% =

issistance, or contract payments

expenditures for ITC purposes, the
amount of the repayment is eligible
‘or a credit at the rate that would
save applied to the repaid amount.
Enter the amount of the repayment
on the line that corresponds to the
ippropriate rate.

Current-year SR&ED ITC (total of lines J, K, M, N, and O; enter on line 540 in Part 12)

* For corporations that are not CCPCs, enter "0" on lines J and M.

142,151 X 0% =

J
28,430 K

28,430

TC at the end of the previous taxyear . . . . . 0t i e e e e
Deduct:

Credit deemed as a remittance of co-op corporations .. oo v v v e e e e e E

Jreditexpired L L L Lo e e e e e s we ae e mem ey s0e e

ITC at the beginning of the taxyear . . . . . . . . .t i s s
Add:

Credit transferred on amalgamation or wind-up of subsidiary .. ... oo o0l
Total current-year credit . . . ... o e e e s
~redit allocated from a partnership .. . o o e e e

lotal credit available . . . . .. L e e e e e e
Deduct:

Credit deducted from Part | tax (enteron line B2 inPart 30) ... ... oo
Credit carried back to the previous year(s) (from Part 13) ... ..o oo i
Credit transferred to offset Part Vil tax liability . . . ... ... .. oo

Credit balance before refund L L L L e e e
Deduct:
Refund of credit claimed on expenditures of SR&ED (from Part 14 or 15, whichever applies)

,TC closing balance on SR&ED ... . ¢ i i e e e

540 28,430

Subtotal 28,430 »

28,430

28,430

28,430

‘ ist pravious tax year

|

Part 13 — Request for carryback of credit from SR&ED expenditures

Year ] Month | Day

2nd previous tax year — e s g B B A i
3rd previous taxyear | | e

...................... Credit to be applied

....... Credit to be applied
....... Credit to be applied

Total (enter on line P in Part 12)
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r Part 14 — Calculation of refund of ITC for qualifying corporations — SR&ED

Complete this part only if you are a qualifying corporation as determined at line 101,

|s the corporation an excluded corporation as defined under subsection 127.1(2)7 .. . .. . oo @ 1 Yes [ _| 2 No m
Credit balance before refund (amount Q from Part 12) . .. ... oo oo oo R ‘
: Current-year ITC (lines 540 plus 550 from Part 12 minus line O from Part 11) .. ... .. ... S ]
| Refundable credits (amount R or S, whichever is [Ess)* . . . o i e e e e e e e e e e o T
Amount J from Part 11 . L e e o U
Subtract: Amount T or U, whichever is [eSs . . . . . L e e e e e e e e \
Jet amount (if negative, enter "0™) L L e e e s e e e e e e w
’Amcuntw B A0 % o e e B e WD e R B e Ee UEL GE R R W L X
Add: AMOUNL Y e e e e e e e e e e e e e e e e e e e e e e e e e s Y
Refund of ITC (amounts X plus Y — enter this, or a lesser amount, on line610in Part 12) ... ... ... ... oo z
Enter the total of lines 310 from Part 5 and 610 from Part 12 on line 780 of the T2 return.
* |f you are also an excluded corporation [as defined in subsection 127.1(2)], this amount must be muitiplied by 40%.
Claim this, or a lesser amount, as your refund of ITC on line Z.
Part 15 — Calculation of refund of ITC for CCPCs that are not qualifying or excluded corporations - SR&ED
r
Somplete this box only if you are a CCPC that is not a qualifying or excluded corporation as determined in Part 2.
Credit balance before refund (amount Q from Part 12) . . . . . o i e e e e e e e e s o AA
Amount J from Part 11 . s e e e e e e BB
Subtract: Amount AA or BB, whicheveris less . . . .. e e e e e cC
Net amount (if negative, enter "0") . . o i e i i e e e e e e e e e e e e e e e i e e DD
Amount Mfrom Part 11 e i i e e e e e e e e e e e e e EE
‘Amount DD or EE, whichever is less X A0 %  aa S S e WAERE VitaY 2T S M0 D FF
Add : Amount CC aboVE . . . e e e e i e e e e e e e e s wa be ma e e e b e e h e b e GG
Refund of ITC (amounts FF plus GG) . . . . i e e e s s e e s e e e e e e e HH
Enter HH, or a lesser amount, on line 610 in Part 12 and also on line 780 of the T2 return.
RECAPTURE - SR&ED
Part 16 — Calculating the recapture of ITC for corporations and corporate partnerships — SR&ED
fou will have a recapture of ITC in a year when ail of the following conditions are met:
s you acquired a particular property in the current year or in any of the 20 previous tax years, if the credit was earned in a tax year ending after
1997 and did not expire before 2008;
® you claimed the cost of the property as a qualified expenditure for SR&ED on Form T661,
e the cost of the property was included in calculating your ITC or was the subject of an agreement made under subsection 127(13)
to transfer qualified expenditures; and
e you disposed of the property or converted it to commercial use after February 23, 1988. This condition is alsc met if you disposed
of or converted to commercial use a property that incorporates the particular property previously referred to.
‘ Note:
The recapture does not apply if you disposed of the property to a non-arm's length purchaser who intended to use it all or substantially
all for SR&ED. When the non-arm's length purchaser later sells or converts the property to commercial use, the recapture rules will apply
to the purchaser based on the historical {TC rate of the original user.
‘ You will repert a recapture on the T2 return for the year in which you disposed of the property or converted it to commercial use. In the following
tax year, add the amount of the ITC recapture to the SR&ED expenditure pool.
If you have more than one disposition for calculations 1 and 2, complete the columns for each disposition for which a recapture applies, using
\ the calculation formats below.
Page 7
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— Calculation 1 — If you meet all of the above conditions

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

Amount of [TC you originally calculated
for the property you acquired, or the
original user's ITC where you acquired the
property from a non-arm's length party, as
described in the note above

Amount calculated using ITC rate
at the date of acquisition
(or the original user's date of acquisition)
on either the proceeds of disposition
(if soid in an arm's length transaction)
or the fair market value of the property
(in any other case)

Amount from column 700 or 710,
whichever is less

Subtotal (enter this amount on line LL in Part 17)

|

— Calculation 2 — Only if you transferred all or a part of the qualified expenditure to another person under
an agreement described in subsection 127(13); otherwise, enter nil at line JJ in Part 16.

A

Rate that the transferee used in determining
its ITC for qualified expenditures under a
subsection 127(13) agreement

720

B

Proceeds of disposition of the property
if you dispose of it to an arm’s length
person; or, in any other case, enter
the fair market value of the property at
conversion or disposition

730

C

Amount, if any,
already provided for in Calculation 1
(This allows for the situation where only
part of the cost of a property is transferred
under a subsection 127(13) agreement.)

740

~ Calculation 2 (continued) — Only if you transferred all or a part of the qualified expenditure to another person under an agreement
described in subsection 127(13); otherwise, enter nil on line JJ below.

D
Amount determined by the formula
(AxB)-C

E

ITC earned by the transferee for the
qualified expenditures that were transferred

750

F

Amount from column D or E,
whichever is less

Subtotal (enter this amount on line MM in Part 17) N
|
Calculation 3
‘ As a member of the partnership, you will report your share of the SR&ED {TC of the partnership after the SRAED ITC has been reduced by the
amount of the recapture. If this amount is a positive amount, you will report it on line 550 in Part 12. However, if the partnership does not have
enough ITC otherwise available to offset the recapture, then the amount by which reductions to ITC exceed additions (the excess) will be
determined and reported on line KK below.
‘ Corporate partner's share of the excess of SR&ED ITC (amount to be reported on line NN in Part 17) KK
Fage 8
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r Part 17 — Total recapture of SR&ED investment tax credit
Recaptured ITC for calculation 1 from line llin Part 16 . . .. .. o e e e LL
Recaptured ITC for calculation 2 from line JJ in Part 16 above . . . . oo oo i e e e e - MM
Reiéaptured ITC for calculation 3 from line KK in Part 16 above . . . . . i i e st i e e e s NN
Total recapture of SR&ED investment tax credit —Add lines LL, MM and NN . . ... o oo (0[]
Enter amount OO at line A1 in Part 29.
PRE-PRODUCTION MINING
~ Part 18 — Pre-production mining expenditures
Exploration information
A mineral resource that qualifies for the credit means a mineral deposit from which the principal mineral to be extracted is diamond, a base or precious
metal deposit, or a mineral deposit from which the principal mineral to be extracted is an industrial mineral that, when refined, results in a base or
precious metal.
In column 800, list all minerals for which pre-preduction mining expenditures have taken place in the tax year.
- List of minerais
.
For each of the minerals reported in column 800 above, identify each project, mineral title, and mining division where title is registered. If there is no
‘ mineral title, identify the project and mining division only.
Project name Mineral title Mining division
305]
.
Pre-production mining expenditures *
Pre-production mining expenditures that the corporation incurred in the tax year for the purpose of determining the
existence, location, extent, or quality of a mineral resource in Canada:
PrOSPECHNG i e e e e e e e e e e 810 PP
Geological, geophysical, or gEOChEMICAl SUIVEYS + oo oo v e et vt ettt e e 811 QQ
Drilling by rotary, diamond, percussion, or other methods . . ... ... ... . e 812 RR
Trenching, digging test pits, and prefiminary sampling .. . ... e e 813 S8
' Pre-production mining expenditures incurred in the tax year for bringing a new mine in a minerai resource in Canada into
production in reasonable commercial quantities and incurred before the new mine comes into production in such quantities:
Clearing, removing overburden, and stripping e e e e e e e e e 82_0 TT
Sinking a mine shatft, constructing an adit, or other underground entry . . ... ... Lo e 821 uu
‘ Other pre-production mining expenditures incurred in the tax year:
Description o Amount
. -
Add amounts at column 826 > \'A%
‘ Total pre-production mining expenditures (add amounts PP to VV) m -
Deduct:  Total of all assistance (grants, subsidies, rebates, and forgivable loans) or reimbursements that the corporation
has received or is entitled to receive in respect of the amounts referred to at line 830 above . ... ... ... ... m
Excess (line 830 minus line 832) (if negative, enter “0") WA
Add: Repayments of government and non-government assistance . . ... Lo oo i oo @ XX
Pre-preduction mining expenditures (amount WW plus amount XXX) . ... o i s e e YY
* A pre-production mining expenditure is defined under subsection 127(8).
CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 9
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r Part 19 — Calculation of current-year credit and account balances - ITC from pre-production mining expenditures

ITC at the end of the previous tax year

‘ Deduct:
Credit deemed as a remittance of co-op corporations
Credit expired

[-lTC at the beginning of the tax year

Add:
‘ Credit transferred on amalgamation or wind-up of subsidiary

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RC0O001

x 10% =

Zxpenditures from line YY in Part 18:

Total credit available

Deduct:
‘ Credit deducted from Part | tax (enter on line B3 in Part 30)
Credit carried back to the previous year(s) (from Part 20)

| iTC closing balance from pre-production mining expenditures

“Part 20 — Request for carryback of credit from pre-production mining expenditures

Year ‘ l\ﬂonth | Day

1st previous tax year

2nd previous tax year

3rd previous tax year

Total (enter on line CCC in Part 19)

Credit to be applied
Credit to be applied

Credit to be applied

APPRENTICESHIP JOB CREATION

~ Part 21 — Calculation of total current-year credit — ITC from apprenticeship job creation expenditures

if you are a related person as defined under subsection 251(2), has it been agreed in writing that you are the only

employer who will be claiming the apprenticeship job creation tax credit for this tax year for each apprentice whose
contract number (or social insurance number or name) appears befow? (If not, you cannot claim the tax credit.)

1Yes

or each apprentice in their first 24 months of the apprenticeship, enter the apprenticeship contract number registered with Canada, or a province or
erritory, under an apprenticeship program designed to certify or license individuals in the trade. For the province, the trade must be a Red Seal trade. If

there is no contract number, enter the social insurance number (SIN) or the name of the eligible apprentice. Attach additional schedules if more space is

2No[|

needed.
A B o] D E
‘ Contract number Name of eligible trade Eligible salary and Column C x Lesser of
(SIN or name of apprentice) wages* 10 % column D or
$ 2,000
| 601 5021 603 604 605
1.| Kevin Bovine Powerline Technician 9,580 958 958
958

CCRPORATE TAXPREP / TAXPREP DES SOCIETES -

EP17  VERSION 2012 V1.1

* Net of any other government or non-government assistance received or to be received.

Total current-year credit (enter at line 640)
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312-06-25 14:42

86375 9692 RC0001

r Part 25 — Calculation of current-year credit — ITC from child care spaces expenditures

The credit is equal to 25% of eligible child care spaces expenditures incurred to a maximum of $10,000 per child care space created in a licensed child

cara facility.

Eligible expenditures (liN€ 745) v b v v v it e e e e o X 25% = KKK
Number of child Care SPACES & v v v v v v v v e e e e e s o X $ 10,000 = LLL
ITC from child care spaces expenditures (amount KKK or LLL, whicheveris less) ... ... ..o o NI
r Part 26 — Calculation of current-year credit and account balances — ITC from child care spaces expenditures

ITC atthe end of the previous tax YEar . . o v v v v v o e v o b e e s e s s s e s s s e
‘ Deduct:

Credit deemed as a remittance of co-op corporations . . . .. .. oo e e s (65

Credit expired after 20 tax YEAIS . . o v v v v v e e e e e e e e 770
‘ Subtotal >

ITC at the beginning of the tax year . . .o o v o ot oo e i s s s e s s e s s

Add:

Credit transferred on amalgamation or wind-up of subsidiary . .................. 777

Total current-year credit (amount MMM above) . . . .. Ll 780

Credit allocated from a partnership . . . . . . e e e 782
‘ Subtotal | 4

Total credit avallable o i e e e e e e e e e e e e e e e e m s raeaa e e e
‘ Deduct:

Credit deducted from Part | tax (enteron line BSin Part30) .. .......... ... ...

Credit carried back to the previous year(s) (from Part 27) ... ... oo v oo NNN

Subtotal >
ITC closing balance from child care spaces expenditures .. .. .. 0t s s e
r Part 27 — Request for carryback of credit from child care space expenditures
Year | Month l Day

1st previous tax year 2010-12-31 | e e Credit to be applied 941

2nd previous tax year 2009-12-31 | e e e Credit to be applied 942

3rd previous tax year 2008-12-31 | e Credit to be applied  [ERE

Total (enter on line NNN in Part 26)
| _
Page 12
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RECAPTURE - CHILD CARE SPACES

- Part 28 — Calculating the recapture of ITC for corporations and corporate partnerships — Child care spaces

The ITC will be recovered against the taxpayer's tax otherwise payable under Part | of the Act if, at any time within 80 months of the day on which the
{axpayer acquired the property:
* the new child care space is no longer available; or
| ® property that was an eligible expenditure for the child care space is:
— disposed of or leased to a lesses; or
— converted to another use.

‘ If the property disposed of is a child care space, the amount that can reasonably be

zonsidered to have been included in the original ITC (paragraph 127(27.12)(8))  « « v« v v v vt e n e e v e oo e e s 792 777
'n the case of eligible expenditures (paragraph 127(27.12)(b)), the lesser of:

‘The amount that can reasonably be considered to have been included in the original ITC B 795

25% of either the proceeds of disposition (if sold in an arm's length transaction)

or the fair market value (in any other case) of the property . . .. .. ... . .o
‘ Amount from line 795 or line 797, WhIChEVET IS IBSS L . 1 i i i i e e e e e s i e e e e e e e e e 000

Corporate partnerships

As a member of the partnership, you will report your share of the child care spaces ITC of the partnership after the child care spaces ITC has
been reduced by the amount of the recapture. If this amount is a positive amount, you will report it on line 782 in Part 26. However, if
the partnership does not have enough ITC otherwise available to offset the recapture, then the amount by which reductions to ITC exceed

‘ additions (the excess) will be determined and reported on line PPP below.

‘ Corporate partner's share of the excess of ITC PPP

Total recapture of child care spaces investment tax credit — Add lines ZZZ, 00O, and PPP
Snter amount QQQ on iNe AZ N Part 29. o ittt e e e e e e e e e e e QaqQ

-Part 29 — Total recapture of investment tax credit

Recaptured SR&ED ITC from line OO in Part 17 . oo o e s e o e s s e e et e e e e A1
Recaptured child care spaces ITC from line QQQ in Part 28 above . .o ot it it i i i e e A2
Total recapture of investment tax credit — Add lines A1 and A2 . . .0 h e e s e e e e e A3

Enter amount A3 on line 602 of the T2 return.

-Part 30 — Total ITC deducted from Part | tax

‘ ITC from investments in qualified property deducted from Part | tax (from line 260 in Part8) .. .. ... ... ... ... ... B1

TC from SR&ED expenditures deducted from Part | tax (from line 560 in Part 12) . ... ... . oo i 28,430 B2
‘ |TC from pre-production mining expenditures deducted from Part | tax (from fine 885 in Part 19) .. .. .. oo oo B3
TC from apprenticeship job creation expenditures deducted from Part | tax (from line 660 in Part22) ~  ................. o 958 B4
{TC from child care space expenditures deducted from Part | tax (from line 785 in Part 26) . .. ... ... .. oo B5
Total ITC deducted from Part | tax (add lines B1, B2, B3, B4, and B5) .+ttt vttt et it it e e e 29,388 Bs

Znter amount B6 at line 652 of the T2 return.

Privacy Act, Personal Information Bank number CRA PPU 047
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Attached Schedule with Total

C - Eligible salary and wages

fitle  C — Eligible salary and wages

Description Amount
Eligible amount of salaries 14,738|00
ess ON credit on above -5,158/00

Total 9,580[00
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Summary of Investment Tax Credit Carryovers

- Continuity of investment tax credit carryovers

[CCA class number 97 Apprenticeship job creation ITC

Current year
‘ Addition Applied Claimed Carried back ITC end
current year current year as a refund of year
(A) (8) (©) (D) {A-B-C-D)

958 958

Prior years

Taxation year ITC beginning Adjustments Appiied ITC end
of year current year of year
(E) (F) (G) (E-F-G)

‘ 2010-12-31 —
2009-12-31
2008-12-31
| 2007-12-31
2006-12-31
2005-12-31
‘ 2004-12-31

2003-12-31
2002-12-31
2001-12-31
‘ 2000-12-31
1999-12-31
1998-12-31
‘ 1997-12-31
1996-12-31
1995-12-31
1994-12-31
] 1993-12-31
1992-12-31
1991-12-31
| Total

B+C+D+G Total ITC utilized 958

* The ITC end of year includes the amount of {TC expired from the 10" preceding year if it is before January 1, 1998, or the amount of
ITC expired from the 20" preceding year if it is after December 31, 1997. Note that this credit will only expire at the beginning of the
subsequent fiscal period. Consequently, this amount will be posted on line 215, 515, 615, 770 or 845, as applicable, in Schedule 31
of the subsequent fiscal year.
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2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCL00A

Summary of Investment Tax Credit Carryovers

-Continuity of investment tax credit carryovers

‘CCA class number 99

Current year

_ Cur. or cap. R&D for ITC

Addition
current year
(A)

28,430

Applied
current year
(B)

28,430

Claimed
as a refund
(C)

Carried back

(D)

ITC end
of year
(A-B-C-D)

’ Prior years
Taxation year

ITC beginning
of year

(E)

Adjustments

(F)

Applied
current year
(@)

ITC end
of year
(E-F-G)

‘ 2010-12-31
2009-12-31
2008-12-31

| 2007-12-31
2006-12-31
2005-12-31
2004-12-31

| 2003-12-31
2002-12-31
2001-12-31

K 2000-12-31
1999-12-31
1998-12-31

‘ 1997-12-31
1996-12-31
1995-12-31
1994-12-31

| 1993-12-31
1992-12-31
1991-12-31

‘ Total

8+C+D+G Total ITC utilized 28,430

* The ITC end of year includes the amount of ITC expired from the 10" preceding year if it is before January 1, 1998, or the amount of
ITC expired from the 20" preceding year if it is after December 31, 1997. Note that this credit will only expire at the beginning of the
subsequent fiscal period. Consequently, this amount will be posted on line 215, 515, 615, 770 or 845, as applicable, in Schedule 31
of the subsequent fiscal year.
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Rae B Roongy TV GoCanada SCHEBUIEES0
SHAREHOLDER INFORMATION
| Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31 '

All private corporations must complete this schedule for any shareholder who holds 10% or more of the corporation's common and/or
~reterred shares.

Provide only one number per shareholder
Name of shareholder Business Number Social insurance Trust number Percentage | Percentage
(after name, indicate in brackets if the shareholder (If a corporation is not number common preferred
is a corporation, partnership, individual, or trust) registered, enter "NR") shares shares
100] 200 E 350 400 [ 500
1| Welland Hydro-Electric Holding Corp. 86360 4328 RC0001 100.000
2
3
4
5
6
7
8
9
10
Canadi

"2 SCH 50 (086)
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112-06-25 14:42 86375 9692 RC0O001
E*' Canada Reveriue  Agence du revenu SCHEDULE 53
Agency du Canada
GENERAL RATE INCOME POOL (GRIP) CALCULATION
| Name of corporation I Business Number [ Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. N 86375 9692 RC0001 _2011-12-31

On: _2011-12-31

* |f you are a Canadian-controlled private corporation (CCPC) or a deposit insurance corporation (DIC), use this schedule to determine the general rate
income pool (GRIP).

® \When an eligible dividend was paid in the tax year, file a completed copy of this schedule with your 72 Corporation Income Tax Return. Do not send
your worksheets with your return, but keep them in your records in case we ask to see them later.

* Subsections referred to in this schedule are from the lncome Tax Act.

* Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income pool, and low rate income pool.

r Eligibility for the various additions

Answer the following questions to determine the corporation's eligibility for the various additions:

2006 addition
‘ 1. Is this the corporation's first taxation year that includes January 1, 20087 . . . . . .. . . . e e e s D Yes IE No
2. If not, what is the date of the taxation year end of the corporation's first year that includes January 1, 20067
Enterthe date and go directly to question 4 . . . . . L L e e e 2006-12-31
3. During that first year, was the corporation a CCPC or would it have been a CCPC if not for the election
Of SUBSECHON BO(11) ITA? . i it i i e e e e e e e e e e e @ Yes D No

If the answer to question 3 is yes, complete Part "GRIP addition for 2006".

| Change in the type of corporation
4, Was the corporation a CCPC during its preceding taxation year? . . .. o i i i b e e e e e @ Yes D No
5. Corporations that become a CCPC or a DIC L . o Lt it e e i e et e s e e e e s e s e e e e e e s r Yes [XI No

If the answer to question 5 is yes, complete Part 4.

Amalgamation (first year of filing after amalgamation) -
‘ 6. Corporations that were formed as aresult of an amalgamation . . . . o Lo e e e e e ]:I Yes m No
If the answer to question 6 is yes, answer questions 7 and 8. If the answer is no, go to question 9.
7. Was one or more of the predecessor corporations neither a CCPC noraDIC? . .. . .. o i e e e D Yes [] No
If the answer to question 7 is yes, complete Part 4.
‘ 8. Was one or more of the predecessor corporation a CCPC or a DIC during the taxation year that ended immediately
before amalgamation? . . . ... o e e e e e e e e e e e e D Yes D No

if the answer to question 8 is yes, complete Part 3.

‘Winding-up —
9. Corporations that wound-up a subsidiary . .. .... .. ... ... ... ... ..., e e e e e R R RORSECE S R DR 5 MR S l:l Yes m No

If the answer to question 9 is yes, answer questions 10 and 11. If the answer is no, go to Part 1.

10. Was the subsidiary neither a CCPC nor a DIC during its last taxation year? . . . .. .. ... .. . . D Yes E| No
If the answer to question 10 is yes, complete Part 4.
11. Was the subsidiary a CCPC or a DIC during its last taxation year? . ... .. . ... . i e e D Yes D No

| If the answer to question 11 is yes, compiete Part 3.

"2 SCH 53 E (09) Canad?ii
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r Fart 1 — Calculation of general rate income pool (GRIP) —
GRIP at the end of the Previous taX YEAI . . v v v v v v v v e o e et e e e e e e e e e m 6,095,629 A
‘Taxable income for the year (DICs enter "0™) * . . . . oL i e e m 751,127 B
Income for the credit union deduction *
(amount E in Part 3 of Scheduie17) . ... ... . ... .... m
Amount on line 400, 405, 410, or 425 of
‘ the T2 return, whicheverisless * .. ... ... ... ...... m
For a CCPC, the lesser of aggregate investment income
(line 440 of the T2 return) and taxable income * C e m
‘ Subtotal (add lines 120, 130, and 140) > c
Income taxable at the general corporate rate (line B minus line C) (if negative enter "0") . m 751,127
After-tax income (line 150 x general rate factor for the tax year ** 0.7 ) F voeiarevamili o Wh E5 e e ey S v m ) 525,789 D
Eligible dividends received inthetaxyear . .. .. .. . . e e e
Dividends deductible under section 113 received inthetaxyear . ... ..............
Subtotal (add lines 200 and 210) [ 4 o E
‘GRIP addition:
Secoming a CCPC (line PP from Part4) . . .. . ittt e e e 220
Post-amalgamation (total of lines EE from Part 3 and lines PP from Part4) .. ......... 230 o
Post-wind-up (total of lines EE from Part 3 and lines PP from Part4) . ............. 240
Subtotal (add lines 220, 230, and 240) [ 290 F
Subtotal (add lines A, D, E, and F) _ 6,621,418 G
Eligible dividends paid in the previous taxyear . . ... .. ... ... ... ... .. . m
Excessive eligible dividend designations made in the previous taxyear . .............

Note: If becoming a CCPC (subsection 89(4) applies), enter "0" on lines 300 and 310.

‘ Subtotal (line 300 minus line 310) > H
GRIP before adjustment for specified future tax consequences (line G minus line H) (amount can be negative) .. .. ... .. m 6,621,418
Total GRIP adjustment for specified future tax consequences to previous tax years (amount W from Part2) .. ......... m

‘ GRIP at the end of the tax year (line 490 minus line 560) . . ..« oo i i i vt i e i e s e e m 6,621,418

Znter this amount on line 160 of Schedule 55.

* For lines 110, 120, 130, and 140, the income amount is the amount before considering specified future tax consequences. This phrase is defined in
‘ subsection 248(1). It includes the deduction of a loss carryback from subsequent tax years, a reduction of Canadian exploration expenses and
Canadian development expenses that were renounced in subsequent tax years (e.g., flow-through share renunciations), reversails of income
inclusions where an option is exercised in subsequent tax years, and the effect of certain foreign tax credit adjustments.

** The general rate factor for a tax year is 0.68 for any portion of the tax year that falls before 2010, 0.69 for any portion of the tax year
that falls in 2010, 0.70 for any portion of the tax year that falls in 2011, and 0.72 for any portion of the tax year that falls after 2011.
Calculate the general rate factor in Part 5 for tax years that straddle these dates.

Part 2 — GRIP adjustment for specified future tax consequences to previous tax years -
Complete this part if the corporation's taxable income of any of the previous three tax years took into account the specified future tax consequences
Jefined in subsection 248(1) from the current tax year. Otherwise, enter "0" on line 560.

‘ First previous tax year _2010-12-31

Taxable income before specified future tax consequences

Tomthecurrenttaxyear .. .. ... ... .. ... i 2,093,786 J1
=nter the following amounts before specified future tax

consequences from the current tax year:

Income for the credit union deduction

‘amount E in Part 3 of Schedule 17) . .. K1
Amount on line 400, 405, 410, or 425
of the T2 return, whicheveris less . . .. L1
‘Aggregate investment income
line 440 of the T2 return) . ... ... .. M1
Subtotal (add lines K1, L1, and M1) | N1

2,093,786 » 2,093,786 o1

‘ Subtotal (line J1 minus line N1) (if negative, enter "0")
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12-06-25 14:42 86375 9692 RCO001
r Part 2 — GRIP adjustment for specified future tax consequences to previous tax years (continued) —
Future tax consequences that occur for the current year
| Amount carried back from the current year to a prior year
Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
{paragraph 111 carry-back loss carry-back carry-back carrybacks
‘ M@ 1TA) | —
Taxable income after specified future tax consequences . . . ... .. P1
Enter the following amounts after specified future tax consequences:
ncome for the credit union deduction
‘amount E in Part 3 of Schedule 17) . . . Q1
Amount on line 400, 405, 410, or 425
of the T2 return, whichever isless . . .. _R1
Aggregate investment income
line 440 of the T2 return) .. ... . ... 81
‘ Subtotal (add lines Q1, R1, and S1) > T1
Subtotal (line P1 minus line T1) (if negative, enter "0") > U1
Subtotal (line O1 minus line U1) (if negative, enter "0") V1
GRIP adjustment for specified future tax consequences to the first previous tax year
(line V1 multiplied by the general rate factor for the tax year 0.7 ) o e e m
3econd previous tax year _2009-12-31
‘Taxable income before specified future tax consequences from
‘he CUITENt taX YEar . . . . v v it e e e 1,390,885 J2
znter the following amounts before specified future tax
consequences from the current tax year:
‘ Income for the credit union deduction
famount E in Part 3 of Schedule 17) . .. K2
Amount on line 400, 405, 410Q, or 425
of the T2 return, whicheveris less . . . . L2
Aggregate investment income
(line 440 of the T2 return) . . ... .... M2
Subtotal (add lines K2, L2, and M2) | 4 N2
‘ Subtotal (line J2 minus line N2) (if negative, enter "0") 1,390,885 » 1,390,885 02
Future tax consequences that occur for the current year
Amount carried back from the current year to a prior year
1 Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
(paragraph 111 carry-back loss carry-back carry-back carrybacks
‘ (1)(@) ITA)
Taxable income after specified future tax consequences . ... .. .. P2
Enter the following amounts after specified future tax consequences:
ncome for the credit union deduction
amount E in Part 3 of Schedule 17) . . . Q2
Amount on line 400, 405, 410, or 425
of the T2 return, whicheverisless . . .. R2
Aggregate investment income
line440 of the T2 return) .. ....... 82
Subtotal (add lines Q2, R2, and S2) | 4 T2
‘ Subtotal (line P2 minus line T2) (if negative, enter "0") > uz
Subtotal (line 02 minus line U2) (if negative, enter "0") V2
GRIP adjustment for specified future tax consequences to the second previous tax year
‘ (line V2 muitiplied by the general rate factor for the tax year 07 ) oo 520
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r Part 2 — GRIP adjustment for specified future tax consequences to previous tax years (continued)

Third previous tax year ~ 2008-12-31

Taxable income before specified future tax conseguences from
the current tax year
Znter the following amounts before specified future tax

1,619,986 J3

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0001

sonsequences from the current tax year:
income for the credit union deduction

‘ (amount E in Part 3 of Schedule 17) o K3
Amount on line 400, 405, 410, or 425
of the T2 return, whichever is less L3
Aggregate investment income
‘ (ine 440 of the T2 return) . . .. ... .. 924 M3
Subtotal (add lines K3, L3, and M3) 924 » 924 N3

1,619,062 p

1,619,062 03

Subtotal (line J3 minus line N3) (if negative, enter "0")

1 Future tax consequences that occur for the current year

Amount carried back from the current year to a prior year

Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
{paragraph 111 carry-back loss carry-back carry-back carrybacks
(1)@) ITA)
T'axable income after specified future tax consequences . .. ..... P3
Enter the following amounts after specified future tax consequences:
Income for the credit union deduction
‘amount E in Part 3 of Schedule 17) . .. Q3
Amount on line 400, 405, 410, or 425
of the T2 return, whicheveris less . . .. R3
Aggregate investment income
‘line 440 of the T2 return) .. ....... 83
Subtotal (add lines @3, R3, and S3) > T3
Subtotal (line P3 minus line T3) (if negative, enter "0") > us
Subtotal (line O3 minus line U3) (if negative, enter "0") V3

3RIP adjustment for specified future tax consequences to the third previous tax year
(line V3 multiplied by the general rate factor for the tax year 07 ) o v e e e Ee e T T M WK S5 E0E 6 m

Total GRIP adjustment for specified future tax consequences to previous tax years:

‘add lines 500, 520, and 540) (if negative, enter "0") . . ..o e e w
Znter amount W on line 560.
~ Part 3 — Worksheet to calculate the GRIP addition post-amalgamation or post-wind-up
(predecessor or subsidiary was a CCPC or a DIC in its last tax year)
ab.1  Post amaigamation . . . D Postwind-up . ..... [:]
lComplete this part when there has been an amalgamation (within the meaning assigned by subsection 87(1)) or a wind-up (to which subsection 88(1) applies)
ind the predecessor or subsidiary corporation was a CCPC or a DIC in its last tax year. In the calculation below, corporation means a predecessor or a
subsidiary. The last tax year for a predecessor corporation was its tax year that ended immediately before the amalgamation and for a subsidiary corporation
w~as its tax year during which its assets were distributed to the parent on the wind-up.
l For a post-wind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which it
receives the assets of the subsidiary.
“omplete a separate worksheet for each predecessor and each subsidiary that was a CCPC or a DIC in its last tax year. Keep a copy of this calculation for
sour records, in case we ask to see it later.
Corporation's GRIP attheend of its lasttaxyear . .. .. ... . o i s s —— AA
Zligible dividends paid by the corporation in its last taxyear . . ... ....... ... ... .o BB
Zxcessive eligible dividend designations made by the corporation in its last taxyear . . ..... ... CcC
Subtotal (line BB minus line CC) > [B]®]
3RIP addition post-amalgamation or post-wind-up (predecessor or subsidiary was a CCPC or a DIC in its last tax year)
Tne AA MHNUS INE DD) vt vt e it e et e e e e e e EE
After you complete this calculation for each predecessor and each subsidiary, calculate the total of all the EE lines. Enter this total amount on:
‘ — line 230 for post-amalgamation; or
— line 240 for post-wind-up.
Page 4
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WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

r Part 4 — Worksheet to calculate the GRIP addition post-amalgamation, post-wind-up
(predecessor or subsidiary was not a CCPC or a DIC in its last tax year),
or the corporation is becoming a CCPC
Inb- 1 Corporation becomingaCCPC . . . . .. I:‘ Post amalgamation . ... ...... D Postwind-up . ............ D

Complete this part when there has been an amalgamation (within the meaning assigned by subsection 87(1)) or a wind-up (to which subsection 88(1) applies)

and the predecessor or subsidiary was not a CCPC or a DIC in its last tax year. Also, use this part for a corporation becoming a CCPC. In the calculation below,
\ corporation means a corporation becoming a CCPC, a predecessor, or a subsidiary.

Sor a post-wind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which

t receives the assets of the subsidiary.

Complete a separate worksheet for each predecessor and each subsidiary that was not a CCPC or a DIC in its last tax year. Keep a copy of this

calculation for your records, in case we ask to see it later.

Sost amount to the corporation of all property immediately before the end of its previous/last taxyear . ... ..o cn i FF
}The corporation’s money on hand immediately before the end of its previous/last taxyear ... .. oo n v e GG
~ Jnused and unexpired losses at the end of the corporation's previous/last tax year:
| Non-capital I0SSES . vt v v v i e e e e s e e e e e

Net capital [0SSES . v v v v v i s i i e e s e s e e e e e e e
Farmlosses . .. .. i siieaias o soe s B e Senniere G 008 Ehe B3 SNE W0l a0R B0 eid wie H0k
I Restricted farm [0SSES . . v o v e v e v e e e e e e e e e e e e e e e s
Limited partnership I0SSES . . . . . . it i it i e e e e e e s
| Subtotal » HH
Subtotal (add lines FF, GG, and HH) I

All the corporation's debts and other obligations to pay that were
| outstanding immediately before the end of its previous/last taxyear ... ... ............. JJ

>aid-up capital of all the corporation's issued and outstanding shares

f capital stock immediately before the end of its previous/last taxyear ~ ...... .. ... ow o KK
| 4ll the corporation's reserves deducted in its previous/last taxyear ... ... oo LL

The corporation's capital dividend account immediately before the end
|of its previousflast tax year . ... ..o e s MM

The corporation's low rate income pool immediately before the end of

ts previous/last taxyear . ... ... e e e s e NN
| Subtotal (add lines JJ, KK, LL, MM, and NN) > 00

3RIP addition post-amalgamation or post-wind-up (predecessor or subsidiary was not a CCPC or a DIC in its last tax
‘year), or the corporation is becoming a CCPC (line || minus line OO) (if negative, enter "0") . ... .. ooy PP

After you complete this worksheet for each predecessor and each subsidiary, calculate the total of all the PP lines. Enter this total amount on:

— line 220 for a corporation becoming a CCPC;
‘ — line 230 for post-amalgamation; or
— line 240 for post-wind-up.
Page 5
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r Part 5 — General rate factor for the tax year —

Complete this part to calculate the general rate factor for the tax year.

, number of days in the tax year
0.68 x before January 1,2010 ..., = o QQ

number of days in the tax year 365

‘ number of days in the tax year
0.69 x in2010 e e = RR

number of days in the tax year 365

J number of days in the tax year

0.7 x in 2011 365 ... = 0.70000 ss
number of days in the tax year 365

0.72 x after December 31,2011 ... = TT
number of days in the tax year 365

’ number of days in the tax year

‘ General rate factor for the tax year (total of lines QQtOTT) . . .o v vt v v e o v e 0.70000 Uy
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SCHEDULE 55

'HESC - PIL 2011 - with SRED.211 2011-12-31
112-06-25 14:42

a*ﬁ Canada Revenue  Agence du revenu
Agency du Canada

PART Ill.1 TAX ON EXCESSIVE ELIGIBLE DIVIDEND DESIGNATIONS

Business Number Tax year-end
Year Month Day

WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31

Wame of corporation

¢ Every corporation resident in Canada that pays a taxable dividend (other than a capital gains dividend within Do not use this area
the meaning assigned by subsection 130.1(4) or 131(1)) in the tax year must file this schedule.

Canadian-controlled private corporations (CCPC) and deposit insurance corporations (DIC)
must complete Part 1 of this schedule. All other corporations must complete Part 2.

¢ Every corporation that has paid an eligible dividend must also file Schedule 53, General Rate Income Pool
(GRIP) Caiculation, or Schedule 54, Low Rate Income Pecol (LRIP) Calculation, whichever is applicable.

File the completed scheduies with your T2 Corporation income Tax Return no later than six months
from the end of the tax year.

All legislative references on this schedule are to the federal Income Tax Act.

e Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income pool (GRIP), and
low rate income pool (LRIP).
* The calculations in Part 1 and Part 2 do not apply if the excessive eligible dividend designation arises from the application of

paragraph (c) of the definition of excessive eligible dividend designation in subsection 89(1). This paragraph applies when an eligible
dividend is paid to artificially maintain or increase the GRIP or to artificially maintain or decrease the LRIP.

- Part 1 — Canadian-controlled private corporations and deposit insurance corporations

Taxable dividends paid in the tax year not included in Schedule3 . .. .. ... ...
650,000

650,000

‘Taxable dividends paid in the tax year included in Schedule3 . . ... .. ... .. ... 000

Total taxable dividends paid inthetaxyear ... ... ... ... ... . . m

‘Total eligible dividends paid inthe taxyear . . . . . . . e e e e e e s m A

GRIP at the end of the tax year (line 590 on Schedule 53) (if negative, enter "0") .. . ... i i e v m 6,621,418 B

‘ Excessive eligible dividend designation (line 150 minus line 180) . . . . . . o i i e i e e

Deduct:
Excessive eligible dividend designations elected under subsection 185.1(2) to be treated as ordinary dividends* .. ....... m D

Subtotal (amount C minus amount D) E

-

Part lil.1 tax on excessive eligible dividend designations — CCPC or DIC (amount E multiplied by 20%) ..... m

|Enter the amount from line 190 on line 710 of the T2 return.

-Part 2 — Other corporations

'Taxable dividends paid in the tax year not included in Schedule3 . . ... .. .. ..o

Taxable dividends paid in the tax year included in Schedule3 .. ... ................ )

‘Total taxable dividends paid inthetaxyear . ... ... ... . ... il m

Total excessive eligible dividend designations in the tax year (amount from line A of Schedule 54) . ... ... ... ... .. ... ...

‘ Deduct:
Excessive eligible dividend designations elected under subsection 185.1(2) to be treated as ordinary dividends* .. ....... m H

Subtotal (amount G minus amount H) : !

Part lll.1 tax on excessive eligible dividend designations — Other corporations (amount | multiplied by 20 %) . m

| Enter the amount from line 290 on line 710 of the T2 return.

* You can elect to treat all or part of your excessive eligible dividend designation as a separate taxable dividend in crder to eliminate or reduce
the Part I1l.1 tax otherwise payable. You must file the election on or before the day that is 90 days after the day the notice of assessment for
Part I11.1 tax was sent. We will accept an election before the assessment of the tax. For more information on how to make this election, go

to www.cra.gc.cafeligibledividends.
Lad]

Canadd
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Eﬂ’ﬂ Canada Revenue  Agence du revenu SCHEDULE 500
Agency du Canada

ONTARIO CORPORATION TAX CALCULATION

! Name of corporation Business Number Tax year-end
Year Month Day
. WELLAND HYDRO ELECTRIC SYSTEM CORP, - 86375 9652 RCO001 2011-12-31

o Use this schedule if the corporation had a permanent establishment (as defined in section 400 of the federal Income Tax Reguiations) in
Ontario at any time in the tax year and had Ontario taxable income in the year.

» All legislative references are to the federal Income Tax Act and Income Tax Regulations.

¢ This schedule is a worksheet only and does not have to be filed with your T2 Corporation Income Tax Return.

[— Part 1 — Calculation of Ontario basic rate of tax for the year

Number of days in the tax year

before July 1, 2010 X 14.00% = % A1
‘ Number of days in the tax year 365
Number of days in the tax year after
June 30, 2010, and before July 1, 2011 181 X 12.00 % = 5.95068 % A2
l Number of days in the tax year 365 :
Number of days in the tax year after 0
. June 30, 2011 184 X 11.50% = 5.79726 % A3
‘ Number of days in the tax year 365
Ontario basic rate of tax for the year (total of rates A1 to A3) 11.74794 | 4 11.74794 % A4|

- Part 2 — Calculation of Ontario basic income tax
751,127 & |

‘ Ontanio taxable IMCOMIE * . . . o o i e e e e e e e e e e e s e GG R R EEE R T sy wSmens w Sia we se wcesEoeie sre s

88,242 ¢

IOntario basic income tax: amount B multiplied by Ontario basic rate of tax for the year (rate A4 from Part1) .. ...........

If the corporation has a permanent establishment in more than one jurisdiction, or is claiming an Ontario tax credit, in addition to Ontaric basic income
tax, or has Ontario corporate minimum tax, Ontario special additional tax on life insurance corporations or Ontario capital tax payable, enter amount Con
line 270 of Schedule 5, Tax Calculation Supplementary — Corporations. Otherwise, enter it on line 760 of the T2 return,

* |f the corporation has a permanent establishment only in Ontario, enter the amount from line 360 or line Z, whichever applies,
of the T2 return. Otherwise, enter the taxable income allocated to Ontario from column F in Part 1 of Schedule 5.

Canadid

Page
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r Part 4 — Calculation of surtax re Ontario small business deduction

Complete this part if the corporation is claiming the OSBD and its adjusted taxable income, plus the adjusted taxable income of each corporation
with which the corporation was associated during its tax year, is greater than $500,000. If the corporation is a member of an associated group, complete
Schedule 501, Ontario Adjusted Taxable Inceme of Associated Corporations to Determine Surtax re Ontario Small Business Deduction.

Mote: For days in the tax year after June 30, 2010, the small business surtax rate is 0%. You do not have to complete this part if the corporation's
tax year begins after June 30, 2010.

lAdjusted taxXable INCOME * . o o e e e e e e e e e —

Adjusted taxable income of all associated corporations (amount from line 500 of Schedule 501) c J

‘Aggregate adjusted taxable income (@amount | plus amountJ) . . . ... .. Lo

Deduct:
500,000

J Ontano bUSINESS Mt . o o e e e e e e e e e e e e e e e e e e e e e e e e e e

Subtotal (amount K minus Ontario business limit) (if negative, enter "0" on this lineand on lineP) . ...... . ............

‘ Small business surtax rate for the year:

Number of days in the tax year before July 1, 2010 X 4,25 % = % M
Number of days in the tax year 365

‘Amount Lmultiplied by % online M= L L. .. i e i s e e e e e e e e e s

Amount N X Ontario small business income (amount F from Part 3) = s 0
500,000 500,000

‘ Surtax re Ontario small business deduction: lesser of amount O and OSBD (amount H from Part3)  ................. P

‘ Enter amount P on line 272 of Schedule 5.

* Adjusted taxable income is equal to the corporation's taxable income or taxable income earned in Canada for the year plus the
amount of the corporation's adjusted Crown royalties for the year minus the amount of the corporation's notional resource
allowance for the year (from Schedule 504, Ontario Resource Tax Credit and Ontario Additional Tax re Crown Royalfies).

‘ If the tax year of the corporation is less than 51 weeks, muitiply the adjusted taxable income of the corporation for the year by 365
and divide by the number of days in the tax year.

- Part 5 — Ontario adjusted small business income

Complete this part if the corporation was a Canadian-controlled private corporation throughout the tax year and is claiming the Ontario tax credit for
| manufacturing and processing or the Ontario credit union tax reduction.

500,000 Q

Lesserof amount D and amount b from Part 3 . v v h i i i i e e e e e e e e e e e e e e e e e e e e e

l Surtax payable (amount P from Part 4) = R

Ontario domestic factor (amount E from Part 3) x OSBD rate (rate G6 from Part 3) 7.24795 % 0.07248

| Note: Enter "0" on line R for tax years beginning after June 30, 2010.

Ontario adjusted small business income (amount Q minus amount R) (if negative, enter "0") .. .. ... ... ... 500,000 s

| Enter amount S on line U in Part 6 or on line B in Part 2 of Schedule 502, Ontario Tax Credit for Manufacturing and Processing, whichever applies.
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r Part 6 — Calculation of credit union tax reduction

Complete this part and Schedule 17, Credit Union Deductions, if the corporation was a credit union throughout the tax year.

Amount D from Part 3 of Schedule 17 . . . . . 0 e e e

Deduct:
Ontario adjusted small business income (amount S from Part8) . ... ... oo a e

Subtotal (amount T minus amount U) (if negative, enter "0") . . . .. . . ... oo oo

OSBD rate for the year (rate G6 from Part3) . . ... ... ... ... ... 7.24795 %

W

|Amount V muitiplied by the OSBD rate fortheyear . . .. . oot i it i i e s s e e e e
1.00000 x

Ontario domestic factor (amount E from Part 3) . . . .0 oo e e e e e e e e

‘ Ontario credit union tax reduction (amount W muitiplied by amount X) ... .o v i s e s e

Enter amount Y on line 410 of Schedule 5.
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‘;g:;ﬁ % Canada Revenue  Agence du revenu SCHEDULE 508
by Agency du Canada
ONTARIO RESEARCH AND DEVELOPMENT TAX CREDIT
| Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 | 2011-12-31

© Use this schedule to:
— calculate an Ontario research and development tax credit (ORDTC);

— claim an ORDTC earned in the tax year or carried forward from any of the 20 previous tax years that are a tax year ending after
December 31, 2008, to reduce Ontario corporate income tax payable in the current tax year;

— carry back an ORDTC to reduce Ontario corporate income tax payable in any of the three previous tax years, but not to a tax year that
ends before January 1, 2009;

— add an ORDTC that was allocated to the corporation by a partnership of which it was a member;
— transfer an ORDTC after an amalgamation or windup; or

— calculate a recapture of the ORDTC.

The ORDTC is a 4.5% non-refundable tax credit on eligible expenditures incurred by a corporation in a tax year that ends after December 31, 2008.

An eligible expenditure is an expenditure for a permanent establishment in Ontario of a corporation, that is a qualified expenditure for the
purposes of section 127 of the federal Income Tax Act for scientific research and experimental development (SR&ED) carried on in Ontario.

Only corporations that are not exempt from Ontario corporate income tax and none of whose income is exempt income can claim the ORDTC.

» Attach a completed copy of this schedule to the T2 Corporation Income Tax Return.

Part 1 — Ontario SR&ED expenditure pool

Total eligible expenditures incurred by the corporation in Ontario in the taxyear .. .. ... ... m 148,849 A

Deduct: Government assistance, non-government assistance, or a contract payment

for eligible expenditures . . . . . .. L. e e e e m B

Net eligible expenditures for the tax year (amount A minus amount B)

G nEgative, BIHEF "0M) L i e e e e e e 148,849 ¢
|Add: Eligible expenditures transferred to the corporation by ancther corperation .. . . .. ... m D

Subtotal (amount C plus amount D) 148,845 » 148,849 E

Deduct: Eligible expenditures the corporation transferred to another corporation . . . . . .. oo i i 115 F
Ontario SR&ED expenditure pool (amount E minus amount F) (if negative, enter"0") .. ...... ... .. oty m 148,849 &
~ Part 2 — Calculation of the current part of the ORDTC

Ontaric SR&ED expenditure pool (amount G in Part 1) ... ... ........ 148,849 x 450% = m 6,698 H
|ORDTC allocated to a corporation by a partnership of which it is a member (other than a specified member)

‘or a fiscal period that ends in the corporation's taxyear * . .. .. . e e m |

* If there is a disposal or change of use of eligible property, see Part 6

l Repayment made in the tax year of government or non-government
assistance or a contract payment that reduced an eligible expenditure
sther than for first term or second term shared-use equipment . . . . .. .. m X 4.50% = m J

Repayment made in the tax year

sf government or non-government assistance
or a contract payment that reduced an
eligible expenditure for

first term or second term
shared-use equipment . . . . m_ X 1, 4 = X 450% = @ K
Current part of the ORDTC (total of amounts HI0K)  + . v v oot et e ettt e e e it e e et e 230/ 6,698 L

T2 SCH 508 E Calldd[éi
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r Part 3 — Calculation of ORDTC available for deduction and ORDTC balance

ORDTC balance at the end of the previous taxyear . . . . .. . ..o v c it M
‘ Deduct: ORDTC expired after 20 taxyears . . . ... . oo oo c e m N
ORDTC at the beginning of the tax year (@amount M minus amountN) . .. oo v oo m _— e
Add:

DRDTC transferred on amalgamation or windup . . . . . oo o0 a e e e m ) P
| Current part of ORDTC (amountLinPart2) . ............. 6,698 Q

Are you walving all or part of the
| current part of the ORDTC? ... ... m Yes 1 D No 2 @
'f you answered yes at line 315, enter the amount of

‘he tax credit waived on line 320.

| If you answered no at line 315, enter "0" on line 320.

Deduct: Waiver of the current part of the ORDTC . . . . . .. E R
6,658 » 6,698 s

| Subtotal (amount Q minus amount R)

ORDTC available for deduction (total of amounts O, Pand S) . ... ... ov v o vn o 6,698 p 6,698 T
Deduct:
ORDTC claimed * (Enter amount U on line 416 of Schedule 5, Tax Calculation

‘ Supplementary — COMPOrAtoNS)  « « v v v v it e e e 6,698 U
ORDTC carried back to a previous taxyear (fromPart4) . ... cv v i i e A"

‘ Subtotal (amount U plus amount V) 6,698 » 6,698 w
ORDTC balance at the end of the tax year (amount T minus amount W) ... ... .. cive oo m X

l* This amount cannot be more than the lesser of the following amounts:

~ ORDTC available for deduction (amount T); or
— Ontario corporate income tax payable before the ORDTC and the Ontario corporate minimum tax credit (amount from line E6 of Schedule 5).

-Part 4 — Request for carryback of tax credit

‘ _LYear | Month ] Day

1* previous tax year . 2010-12-31 ' aw s s s semes 5w i sse sve e emienne Credit to be appilied m

2™ previous tax year 2009-12-31 | e e e e s Credit to be applied m o
39 previous tax year 2008-12-31 | o 5 s ave e i s o 3 e Credit to be applied m

Total (enter amount on line V in Part 3)
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r Part 5 — Analysis of tax credit available for carryforward by tax year of origin

You can complete this part to show all the credits from preceding tax years available for carryforward, by year of origin. This will help you determine
the amount of credit that could expire in following years.

Tax year of origin Tax year of origin
(=arliest tax year first) (earliest tax year first)
Year I Month [ Day Credit available _ Year ! Month Day Credit available
| | 1991-12-31 2001-12-31
- 1992-12-31 2002-12-31 S
1993-12-31 2003-12-31
| 1994-12-31 2004-12-31
‘ | 1995-12-31 - 2005-12-31
1996-12-31 ] 2006-12-31 o
1997-12-31 o 2007-12-31
‘ 1998-12-31 2008-12-31
1999-12-31 L 2009-12-31
2000-12-31 2010-12-31

‘ Current tax year 2011-12-31

Total (equals line 325 in Part 3)

The amount available from the 20th preceding tax year will expire after this year. When you file your return for the next year, you will enter the expired

‘ amount on line 300 of Schedule 508 for that year.

- Part 6 — Calculation of a recapture of ORDTC

You will have a recapture of ORDTC in a tax year when you meet all of the following conditions:

¢ you acquired a particular property in the current year or in any of the 20 previous tax years if the ORDTC was earned in a tax year ending
after 2008;

® you claimed the cost of the property as an eligible expenditure for the ORDTC;

o the cost of the property was included in computing your ORDTC or was subject to an agreement made under subsection 127(13) of the federal Act
to transfer qualified expenditures and section 42 of the Taxation Act, 2007 (Ontario) applied; and

» you disposed of the property or converted it to commercial use in a tax year ending after December 31, 2008. You also meet this condition if you
disposed of or converted to commercial use a property which incorporates the particular property previously referred to.

Note: The recapture does not apply if you disposed of the property to a non-arm's length purchaser who intended to use it all or substantially all for
SR&ED in Ontario. When the non-arm's length purchaser later sells or converts the property to commercial use, the recapture rules will apply to the
| purchaser based on the historical federal investment tax credit (ITC) rate * of the original user in Calculation 1 below.

You have to report the recapture on Schedule 5 for the year in which you disposed of the property or converted it to commercial use. If the corporation
is a member of a partnership, report its share of the recapture.

If you have more than one disposition for calculations 1 and 2, complete the columns for each disposition for which a recapture applies, using the
calculation formats below.

* Federal ITC in calculations 1 and 2 should be determined without reference to paragraph (e) of the definition investment tax credit in subsection
127(9) of the federal Act.

Calculation 1 - If you meet all of the above conditions

l Y Z AA
' Amount of federal ITC you originally calcuiated Amount calculated using the federal ITC rate at the Amount from column 700 or 710,
for the property you acquired, or the original date of acquisition (or the original user's date of whichever is less
user's federal ITC where you acquired the acquisition) on either the proceeds of disposition
| property from a non-amm's length party, as (if sold in an arm's length transaction) or the fair
described in the note above market value of the property (in any other case)

Subtotal (enter amount BB, on line KK in Part 7)

BB

CORPCRATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RCO00

[Calculation 2 - If the corporation is deemed by subsection 42(1) of the Taxation Act, 2007 (Ontario) to have transferred all or part of the
eligible expenditure to another corporation as a consequence of an agreement described in subsection 127(13) of the federal Act complete

Calculation 2. Otherwise, enter nil on line Il.

cC

The rate percentage that the transferee used to
determine its federal [TC for a qualified
‘ expenditure that was transferred under an
agreement under subsection 127(13)
of the federal Act

|

DD

The proceeds of disposition of the property if you

dispose of it to a person at arm's length; or, in any

other case, the fair market value of the property at
conversion or disposition

EE

The amount, if any, already provided for in
Calculation 1 (this allows for the situation where
only part of the cost of a property is transferred

for an agreement under subsection
127(13) of the federal Act)

730 740
‘ FF GG HH

Amount determined by the formula
J (CC x DD) — EE
(using the columns above)

The federal ITC earned by the transferee for the
qualified expenditure that was transferred

Amount from column FF or GG, whichever is less

Subtotal (enter amount ! on line LL below)

Calculation 3

As a member of a partnership, you will report your share of the ORDTC of the partnership after the ORDTC has been reduced by the amount of the
recapture. If this is a positive amount, you will report it on line 205 in Part 2. However, if the partnership does not have enough ORDTC otherwise
available to offset the recapture, then the amount by which reductions to the ORDTC exceeds additions (the excess) will be determined and reported

on line JJ.

Corporate partner's share of the excess of ORDTC (enter amount JJ at line NN below) . . .......... ... ... ... JJ
[—Part 7 — Total recapture of ORDTC

Recaptured federal ITC for Calculation 1 (amount from lineBB) . ... .. .. .. .. KK
‘ Recaptured federal ITC for Calculation 2 (amount from line [l above) ... ... .... LL

Amount KK plus amount LL . . oo oo e X 23.56 % = MM
lAdd: Corporate partner's share of the excess of ORDTC for Calculation 3 (amount from line JJ above) . ....... ... 0., NN

Recapture of ORDTC (amount MM plus amount NN) (enter amount OO on line 277 of Schedule 5) . .. ........ ... . ... 00
L

Page 4
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Schedule A - Worksheet for eligible expenditures incurred by the corporation
in Ontario for the current taxation year

“his workshest allows you to report the amount of eligible expenditures entered on Form T661, Scientific Research and Experimental Development (SR&ED)
Expenditures Claim which represents eligible expenditures as defined in section 127 of the Income Tax Act (ITA) with regard to scientific research and
experimental development (SR&ED) carried on in Ontario and attributable to a permanent establishment in Ontario of a corporation.

)ata on the worksheet is calculated based on the amounts on Form T661, but will have to be adjusted according to the rules of Ontario, if applicable, in
articutar when the corporation has had a permanent establishment in more than one jurisdiction. This data will be used when calculating Schedule 508

and Scheduie 566.

Enter the breakdown between current and capital expenditures
Current Capitai

Expenditures Expenditures

90,406

Total expenditures for SR&ED . . . .. .. i e e e s e —

Add
s payment of prior years' unpaid expenses

(other than salary or wages) . . . . . . i e e e e e e e e e e et
a prescribed proxy amount

(Enter "0" if you use the traditional method) . . o v v it vt e e e e + 58,443
e expenditures on shared-use €qUIPMENE . . . . . 0 v v v v v v e e e e e e e e e e e e e e

o other additions . . . . . . e s e e e e e e e e e e

+ +

148,849

7]
c
o
-
o
p=3
u
1

Less
¢ current expenditures (other than salary or wages) not paid within 180 days
ofthetaxyearend . . . . .. e e e e e
e amounts paid in respect of an SR&ED contract to a person or partnership
that is not taxable supplier . . . . . . .. . L e e
| o prescribed expenditures not allowed by regulations . . . ... ... Lo
o otherdeductions . . . . . .. e e e e e e e e e o
» non-arm's length transactions
‘ — expenditures for non-arm's length SR&ED contracts . .. ... ... . .o
— purchases (limited to costs) of goods and services from non-arm's
length suppliers . . . . . L e e e e e e

I

Il
= 148,849 1

‘ Subtotal = 148,849 |

Total eligible expenditures incurred by the corporation in Ontario in the tax year (add amount land Il) ... ...

‘ Enter amount il on line 100 of Schedule 508.
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!H'? ﬁ Canada Revenue  Agence du revenu SCHEDULE 546
; Agency du Canada

CORPORATIONS INFORMATION ACT ANNUAL RETURN FOR ONTARIO CORPORATIONS

['\lame of corparation Business Number Tax year-end
Year Month Day
. WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2011-12-31

e This schedule should be completed by a corporation that is incorporated, continued, or amalgamated in Ontario and subject to the Ontario Business
Corporations Act (BCA) or Ontario Corporations Act (CA), except for registered charities under the federal Incorme Tax Act. This completed schedule serves
as a Corporations Information Act Annual Return under the Ontario Corporations Information Act.

Complete parts 1 to 4. Complete parts 5 to 7 only to report change(s) in the information recorded on the Ontario Ministry of Government Services (MGS)
public record.

This schedule must set out the required information for the corporation as of the date of delivery of this schedule.

A completed Ontario Corporations Information Act Annual Return must be delivered within six manths after the end of the corporation’s tax year-end.
The MGS considers this return to be delivered on the date that it is filed with the Canada Revenue Agency (CRA) together with the corporation's

income tax return.

It is the corporation's responsibility to ensure that the information shown on the MGS public record is accurate and up-to-date. To review the information
shown for the corporation on the public record maintained by the MGS, obtain a Corporation Profile Report. Visit www.ServiceOntario.ca for more
information.

This schedule contains non-tax information collected under the authority of the Ontario Corporations Information Act. This information will be sent to the
MGS for the purposes of recording the information on the public record maintained by the MGS.

r Part 1 — Identification

m Corporation's name (exactly as shown on the MGS public record)
[ WELLAND HYDRO ELECTRIC SYSTEM CORP.

| Jurisdiction incorporated, continued, or amalgamated, Date of incorporation or Ontario Corporation No.
whichever is the most recent amalgamation, whichever is the ‘ Year Month Day

Ontario e ieesnt 2000-07-01 1426855

‘Part 2 - Head or registered office address (P.O. box not acceptable as stand-alone address)

il Care of (if applicable)

401}  Strest number @ Street name/Rural route/Lot and Concession number m Suite number
950 E Main St
m Additional address information if applicable (line 220 must be completed first)
PO Box 280
m Municipality (e.g., city, town) @ Province/state Country Postal/zip code
L Weiland ~_ON CA L3B 5P6

‘Part 3 — Change identifier

Have there been any changes in any of the information most recently filed for the public record maintained by the MGS for the corporation with respect to
names, addresses for service, and the date elected/appointed and, if applicable, the date the election/appointment ceased of the directors and five most
senior officers, or with respect to the corporation's mailing address or language of preference? To review the information shown for the corporation on the
public record maintained by the MGS, obtain a Corporation Profile Report. For more information, visit www.ServiceOntario.ca.

m i l If there have been no changes, enter 1 in this box and then go to "Part 4 — Certification.”
‘ If there are changes, enter 2 in this box and complete the applicable parts on the next page, and then go to "Part 4 — Certification."

" Part 4 — Certification

| certify that all information given in this Corporations Information Act Annual Return is true, correct, and complete.

EE  PEEVER PE ROSS

I Last name First name

Middle name(s)

2| Please enter one of the following numbers in this box for the above-named person: 1 for director, 2 for officer, or 3 for other individual having
knowledge of the affairs of the corporation. If you are a director and officer, enter 1 or 2.

Mote: Sections 13 and 14 of the Ontario Corporations Information Act provide penalties for making false or misleading statements or omissions.

Aed

"2 SCH 546 E (10) Canada
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Complete the appiicabie parts to report changes in the information recorded on the MGS pubilic record.

86375 9652 RCO001

- Part 5 — Mailing address

Qﬁ' l Please enter one of the following numbers in this box: 1 - Show no mailing address on the MGS public record.
2 - The corporation's mailing address is the same as the head or
‘ registered office address in Part 2 of this schedule.

3 - The corporation's complete mailing address is as follows:

Care of (if applicable)

"] Street number Street name/Rural route/Lot and Concession number m Suite number

Additional address information if applicable (line 530 must be completed first)

|
Municipality (e.g., city, town) Province/state m Country @ Postal/zip code

L

~ Part 6 — Language cf preference

l:] Indicate your language of preference by entering 1 for English or 2 for French. This is the language of preference recorded on the MGS public
= record for communications with the corporation. It may be different from line 990 on the T2 return.

l
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$ Canada Revenue  Agence du revenu SCHEDULE 552

Agency du Canada
ONTAR!O APPRENTICESHIP TRAINING TAX CREDIT

mame of corporation Business Number Tax year-end
Year Month Day
. WELLAND HYDRO ELECTRIC SYSTEM CORP. ) 86375 9652 RCO001 2011-12-31

s Use this schedule to claim an Ontario apprenticeship training tax credit (ATTC) under section 88 of the Taxation Act, 2007 (Ontario).

o The ATTC is a refundable tax credit that is equal to a specified percentage (25% to 45%) of the eligible expenditures incurred by a corporation
for a qualifying apprenticeship. Before March 27, 2009, the maximum credit for each apprentice is $5,000 per year to a maximum credit of
$15,000 over the first 36-month period of the qualifying apprenticeship. After March 26, 2009, the maximum credit for each apprentice is
$10,000 per year to a maximum credit of $40,000 over the first 48-month period of the qualifying apprenticeship. The maximum credit amount
is prorated for an employment period of an apprentice that straddles March 26, 2009.

e Eligible expenditures are salaries and wages (including taxable benefits) paid to an apprentice in a qualifying apprenticeship cr fees paid to an
employment agency for the provision of services performed by the apprentice in a qualifying apprenticeship. These expenditures must be:

— paid on account of employment or services, as applicable, at a permanent establishment of the corporation in Ontario;
— for services provided by the apprentice during the first 36 months of the apprenticeship program, if incurred before March 27, 2009; and
— for services provided by the apprentice during the first 48 months of the apprenticeship program, if incurred after March 26, 2009.

An expenditure is not eligible for an ATTC if:
— the same expenditure was used, or will be used, to claim a co-operative education tax credit; or
— it is more than an amount that would be paid to an arm's length apprentice.

¢ An apprenticeship must meet the following conditions to be a qualifying apprenticeship:
— the apprenticeship is in a qualifying skilled trade approved by the Ministry of Training, Colleges and Universities (Ontario); and
— the corporation and the apprentice must be participating in an apprenticeship program in which the training agreement has been
registered under the Ontario College of Trades and Apprenticeship Act, 2009 or the Apprenticeship and Certification Act, 1998 or in
which the contract of apprenticeship has been registered under the Trades Qualification and Apprenticeship Act.
» Make sure you keep a copy of the training agreement or contract of apprenticeship to support your claim. Do not submit the training agreement
or contract of apprenticeship with your T2 Corporation income Tax Return.

File this schedule with your T2 Corporation Income Tax Return.

-Part 1 — Corporate information (please print)

Name of person to contact for more information

Telephone number including area code

Wayne Armstrong (905) 732-1381

|s the claim filed for an ATTC earned through a partnership? * . ... o i v i it i s s e s s e e m 1 Yes D 2 No

f yes to the question at line 150, what is the name of the partnership? . . . ....... m

470 %

Znter the percentage of the partnership's ATTC allocated to the corporation ... ..o i i e

* \When a corporate member of a partnership is claiming an amount for eligible expenditures incurred by a partnership, complete a Schedule 552 for the
partnership as if the partnership were a corporation. Each corporate partner, other than a limited partner, should file a separate Schedule 552 to claim
the partner's share of the partnership's ATTC. The total of the partners' allocated amounts can never exceed the amount of the partnership's ATTC.

I Part 2 — Eligibility
1. m 1Yes 2 NOD

Did the corporation have a permanent establishment in Ontario in the taxyear? . ... ..o e

’. Was the corporation exempt from tax under Part Il of the Taxation Act, 2007 (Ontaric)? .. ..o vv v oo 1 Yes D 2 Nolz]

‘ If you answered no to question 1 or yes to question 2, then you are not eligible for the ATTC.

a+q

Canadi

Page
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Part 3 — Specified percentage
Corporation's salaries and wages paid in the previous taxyear * . . L oL L s e e e e e m 600,000

For eligible expenditures incurred before March 27, 2009:

— If line 300 is $400,000 or less, enter 30% on line 310.

— If line 300 is $600,000 or more, enter 25% on line 310.

— |f line 300 is more than $400,000 and less than $600,000, enter the percentage on line 310 using the following formula:

amount on line 300
Specified percentage = 0% — 5% X ( minus 400,000 )
200,000

‘ Speciiied percentage s v e diceen sun a0 S8 S S Be D15 SEE eTE SIE = s goe G @ Ko B0E Mie WOk WRE K5 G0, S5 s m 25.000 %

=or eligible expenditures incurred after March 26, 2009:
- If line 300 is $400,000 or less, enter 45% on line 312.

’ — If line 300 is $600,000 or more, enter 35% on line 312.
— If line 300 is more than $400,000 and less than $600,000, enter the percentage on line 312 using the following formula:

amount on line 300
} Specified percentage = 45 % — 10% X ( minus 400,000 )
200,000

Specified PErCONIAGE . . . . oot e e e e e e e m 35.000 %

* |f this is the first tax year of an amalgamated corporation and subsection 89(6) of the Taxation Act, 2007 (Ontario) applies, enter salaries and wages
paid in the previous tax year by the predecessor corporations.

l— Part 4 — Calculation of the Ontario apprenticeship training tax credit

Complete a separate entry for each apprentice that is in a qualifying apprenticeship with the corporation. When claiming an ATTC for repayment
- of government assistance, complete a separate entry for each repayment, and complete columns A to G and M and N with the details for the
employment period in the previous tax year in which the government assistance was received.

1 A B Cc
Trade Apprenticeship program/ Name of apprentice
code trade name
| m a0s|
1. | 434a Powerline Technician Kevin Bovine
2. | 434a Powerline Technician Chris Turpko
‘ 3. | 434a Powerline Technician Adrian VanZeyl
4.
D E F G -
‘ Original contract or training Original registration date of | Start date of employment as | End date of employment as
agreement number apprenticeship contract or an apprentice in the tax year | an apprentice in the tax year
training agreement (see note 2 below) (see note 3 below)
| (see note 1 below)
425 430
1. | PF1009 2011-03-28 2011-03-28 2011-12-31
‘ 2. | D 10638 2007-05-31 2011-01-01 2011-05-13
. 3. | D10637 2007-05-31 2011-01-01 2011-05-21
4. B _ |

‘Note 1. Enter the original registration date of the apprenticeship contract or training agreement in all cases, even when multiple employers
employed the apprentice.

Note 2: When there are multiple employment periods as an apprentice in the tax year with the corporation, enter the date that is the first day of
employment as an apprentice in the tax year with the corporation. When claiming an ATTC for repayment of government assistance, enter

} the start date of employment as an apprentice for the tax year in which the government assistance was received.

Note 3: When there are muitiple employment pericds as an apprentice in the tax year with the corporation, enter the date that is the last day of
employment as an apprentice in the tax year with the corporation. When claiming an ATTC for repayment of government assistance, enter
the end date of employment as an apprentice for the tax year in which the government assistance was received.

«~RPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 2
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r Part 4 - Calculation of the Ontario apprenticeship training tax credit (continued)

2011-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP

86375 9692 RCO001

H1 H2 H3
Number of days employed as Number of days employed as Number of days employed as Maximum credit amount
| an apprentice in the tax year an apprentice in the tax year an apprentice in the tax year for the tax year
. before March 27, 2009 after March 26, 2009 (column H1 plus column H2) (see note 2 below)
(see note 1 below) (see note 1 below)
1. a7 279 B 7,644
2. 133 B 133 3,644
| 3. 141 141 B 3,863
4,
J1 J2 J3 K
Eligible expenditures before Eligible expenditures after Eligible expenditures Eligible expenditures multiplied
March 27, 2009 March 26, 2009 for the tax year by specified percentage
(see note 3 below) (see note 3 below) (column J1 plus column J2) (see note 4 below)
| 451 452 450 460
1. 14,738 14,738 o 5,158
l 2. 21,776 21,776 7,622
3. 20,801 20,801 7,280
4,
L M N

Ontario apprenticeship training tax credit (total of amounts in column N) m

Ll

ATTC on eligible expenditures
(lesser of columns | and K)

470

ATTC on repayment of
government assistance
(see note 5 below)

4380

ATTC for each apprentice
(column L or column M,
whichever applies)

5,158

5,158

3,644

3,644

3,863

3,863

or, if the corporation answered yes at line 150 in Part 1, determine the partner's share of amount O:

Amount O

Enter amount O or P, whichever applies, on line 454 of Schedule 5, Tax Calculation Supplementary — Corporations. If you are filing more than one
Schedule 552, add the amounts from line O or P, whichever applies, on all the schedules, and enter the total amount on line 454 of Schedule 5.

Note 1: When there are muitiple employment periods as an apprentice in the tax year with the corporation, do not include days in which

X percentage on line 170 in Part 1

the individual was not employed as an apprentice.

For H1: The days employed as an apprentice must be within 36 months of the registration date provided in column E.
‘ For H2: The days employed as an apprentice must be within 48 months of the registration date provided in column E.

Note 2: Maximum credit = ($5,000 x H1/365%) + ($10,000 x H2/365™)
* 366 days, if the tax year includes February 29

filing due date of the T2 Corporation Income Tax Return for the tax year.

For J1: Eligible expenditures before March 27, 2009, must be for services provided by the apprentice during the first 36 months of the

‘ apprenticeship program.

For J2: Eligible expenditures after March 26, 2009, must be for services provided by the apprentice during the first 48 months of the

apprenticeship program.

\ote 4: Calculate the amount in column K as follows:
Column K = (J1 x line 310) + (J2 x line 312)

‘ Note 5: Include the amount of government assistance repaid in the tax year muitiplied by the specified percentage for the tax year in which the
government assistance was received, to the extent that the government assistance reduced the ATTC in that tax year.
Complete a separate entry for each repayment of government assistance.

Note 3: Reduce eligible expenditures by all government assistance, as defined under subsection 89(19) of the Taxation Act, 2007 (Ontario), that the
corporation has received, is entitlied to receive, or may reasonably expect to receive, in respect of the eligible expenditures, on or before the

12,665 O
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E*I Canada Revenue  Agence du revenu Code 1101
Agency du Canada
SCIENTIFIC RESEARCH AND EXPERIMENTAL
DEVELOPMENT (SR&ED) EXPENDITURES CLAIM
Use this form:
* to provide technical information on your SR&ED projects;
® to calculate your SR&ED expenditures; and
* to calculate your qualified SR&ED expenditures for investment tax credits (ITC).
To clalm an ITC, use either:
» Schedule T2SCH31, Investment Tax Credit — Corporations, or
¢ Form T2038(IND), Investment Tax Credit (Individuals).
The information requested in this form and documents supporting your expenditures are prescribed information.
Your SR&ED claim must be filed within 12 months of the filing due date of your income tax return.
To help you fill out this form, use the T4088, Guide to Form T661, which is available on our Web site: www.cra.gc.ca/sred.
Part 1 — General information
Wame of claimant Enter one of the following:
| WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001
Business Number (BN}
Tax year
From: | 2011-01-01 |
l Year Month Day
To | 2011-12-31 |
Year Month Day
Total number of projects you are claiming Sacial Insurance Number (SIN)
this tax year:
2
m Contact person for the financial information Telephone number/extension m Fax number
Rob Galipeau (416) 360-7733 (416) 360-7733 _
Contact person for the technical information Telephone number/extension i 41l Fax number
Kevin Bailey | (905) 732-1381
If this claim is filed for a partnership, was Form T5013 filed? . . . . . 00 v o v i i e i 1 D Yes 2 D No
If you answered no to line 151, complete lines 153, 156 and 157.
Name of the'partners IE % 157 BN or SIN
1
2
|
3
4 N
5

Part 2 - Project information CRA internal form identifier 060

Code 1101
Compilete a separate Part 2 for each project claimed this year.
Section A - Project identification
200 Project title (and identification code if applicable)
See schedule _
5]
T861 E (11) Canada
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Part 3 — Calculation of SR&ED expenditures
What did you spend on your SR&ED projects?

86375 9692 RC0001

Section A — Select the method to calculate the SR&ED expenditures

| elect (choose) to use the following method to calculate my SR&ED expenditures and related investment tax credits (ITC) for this tax year.
| understand that my election is irrevocable (cannot be changed) for this tax year.

160 [_l I elect to use the proxy method
. 21" (Enter "0" on line 360. Complete Part 5 and you do not need to track any expenditure incurred for overhead)

| choose to use the traditional method
| (Enter "0" on line 355. Complete line 360, and track any expenditure incurred for overhead)

Section B - Calculation of allowabie SR&ED expenditures (to the nearest dollar)
* SR&ED portion of salary or wages of employees directly engaged in the SR&ED:
a) Employees other than specified employees for work performed in Canada .. . .. .. ... ... .. s m
| b) Specified employees for work performed in Canada . . . . . .. L. L e e
Subtotal (add lines 300and 305) . .. ......... 306
€) Employees other than specified employees for work performed outside Canada (subject to limitations — see guide) e e ﬂ
‘ d) Specified employees for work performed outside Canada (subject to limitations —see guide) ... ... .. .0

¢ Salary or wages identified on line 315 in prior years that were paid in this taxyear . .. ..... . ... Lo 0 m
® Salary or wages incurred in the year but not paid within 180 days of the taxyearend . .. .. . m

Cost of materials consumed in performing SR&ED . . . . oLt e e e
Cost of materials transformed in performing SR&EED . . . . .. .ot e e e e 325
Cantract expenditures for SR&ED performed on your behalf:

a) Arm's length contracts . . . L . e e e e e e @

‘ b) Non-arm's length contracts . . . . . . . . e e E e e e e
Lease costs of equipment used:

a) All or substantially all (90% of the time or more) for SR&ED . . . .. ..o m
‘ b) Primarily (more than 50% of the time but less than 90%) for SR&ED. (Enter 50% of lease costs if you use the proxy

method or enter "0" if you use the traditional method) . . . e e 355
* Overhead and other expenditures (enter "0" if you use the proxy method) . . . ... ..o e 360
* Third-party payments (complete Form T1263%) . . ottt i vttt it e e 370
Total current SR&ED expenditures (add lines 306 to 370; donotadd line 315) . . ... .o 380
(Corporations need to adjust line 118 of schedule T2SCH1)
» Capital Expenditures (see guide for what qualifies for SR&ED) . . ... ... .. . oo i o i m
(Do not include these capital expenditures on schedule T2SCH8)

Total allowable SR&ED expenditures (add lines 380 and 380) . . . . . . . i i i e e s m

+ +

+ + +

90,406

90,406

90,406

90,406

Section C — Calculation of pool of deductible SR&ED expenditures (to the nearest dollar)
Amount from N 400 . L . L L e e e e e e e e e e e e e e e e e e e e e

Deduct

¢ provincial government assistance for expenditures included on line 400 . .. ... ..o o o i e s
» other government assistance for expenditures included on line 400 . . . .. ... L oo
s non-government assistance for expenditures included online 400 . . .. ... . oo o oo e
¢ SR&ED ITCs applied and/or refunded in the prior year (see guide) . . . . o oo v oo o e
o sale of SR&ED capital assets and other deductions . . . . . . ... o o
Subtotal (line 420 minus lines 42910440) . . . . .. . L e e e e

Add

¢ repayments of government and non-government assistance that previously reduced the SR&ED expenditure pool . .. .. ..

e prior year's pool balance of deductible SR&ED expenditures (from line 470 of prior year T661) .. .. ..............

» SR&ED expenditure pool transfer from amalgamation or wind-up . . . . .. Lo oo e

o amount of SR&ED ITC recaptured inthe prioryear . . . . . . i e s

Amount available for deduction (add lines 44210453) . . . . L e e e e
(enter positive amount only, include negative amount in income)

* Deduction claimedinthe year . . . . . . o e e e e m
(Corporations should enter this amount on line 411 of schedule T2SCH1)

Pool balance of deductible SR&ED expenditures to be carried forward to future years (line 455 minus 460) ...

4+ I

i

90,406

4,068

12,125

74,213

74,213

74,213

* Form T1263, Third-Party Payments for Scientific Research and Experimental Development (SR&ED)
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Part 4 — Calculation of qualified SR&ED expenditures for investment tax credit (ITC) purposes

The resulting amount is used to calculate your refundable and/or non refundable ITC.

Enter the breakdown between current and capital expenditures (to the nearest dollar)

‘ Current Capital
Expenditures Expenditures
Total expenditures for SR&ED (from line 380 and 390) . . . . ... v s 492 90,406 496
| Add
! '« payment of prior years' unpaid amounts
(other than salary or wages) . . . . o v v e e e s m +
® prescribed proxy amount (complete Part 5)
‘ (Enter "0" if you use the traditional method) . . . . .. ... .. s m + 58,443
s expenditures on shared-use equipment (See guIdE) . . . . L e e e e e e e e e e e % +
o qualified expenditures transferred to you (complete Form T1146™) . ... .. ... .. ... m + +
]Subtotal (add lines 492 to 508, and add lines 49610 510) . . . . . .. ..o 511 = 148,849 512 =
Deduct
e provincial QOVEMMENt @SSISTANCE . . v v v o v v e e e e e e e e 5136 6,698 KXY —
‘ e other government assistance . . .. ... ... ... ... . R R . 515 &= 516 k&
¢ non-government assistance and contract payments . .. ... ..o 517 B 518 &

e current expenditures (other than salary or wages) not paid within 180 days
ofthetaxyearend . .. . .. . . . e e e e s m

‘ e amounts paid in respect of an SR&ED contract to a person or partnership
that is not taxable supplier . . . . .. . L e e e o
¢ prescribed expenditures not allowed by regulations (see guide) . ... ............

‘ e other deductions (seeguide) . . .. . . .. e e

® non-arm's length transactions

— assistance allocated to you (complete Form T1145%) .. . ... v v e m . m =

— expenditures for non-arm's length SR&ED contracts (from line 345) ... ........ 541 -
I — adjustments to purchases (limited to costs) of goods and services from
non-arm's length suppliers (seeguide) . ............. L. oS R WEECRATE SR G E . =
— qualified expenditures you transferred (complete Form T1146**) .. ........ ... - =
Subtotal (line 511 minus lines 513 to 544 and line 512 minus lines 514t0546) . .... ... 5§57 = 142,151 558 =
Qualified SR&ED expenditures (add iNEs 557 aNd 558) 4« v« s vt oo it e e e e e e e e 559 = 142,151
Add
o repayments of assistance and contract payments madeintheyear . . ... ... i i e e e e m *
Total qualified SR&ED expenditures for [TC purposes (add lines 559 and 560) . . ..o v v v vimec i ceenon. 570 142,151

Form T1145, Agreement to Allocate Assistance for SR&ED Between Persons Not Dealing at Arm's Length
** Form T1 146, Agreement to Transfer Qualified Expenditures Incurred in Respect of SR&ED Contracts Between Persons Not Dealing at Arm's Length
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¥12-06-25 14:41
Part 7 — Additional information _

Expenditures for SR&ED performed by you in Canada (line 400 minus lines 307, 309, 340, 345, and 370) . .......... m 90,406
| From the total you entered on line 605, estimate the percentage of distribution of the sources of funds
for SR&ED performed within your organization. Canadian (%) Foreign (%)
Internal . e e e R e L S g W s e 100.000
‘ Parent companies, subsidiaries, and affiliated companies . . ... . Lo e
Federal grants (do not include funds or tax credits
from SR&ED tax incentives) . . . . . . .. e e e e e e e s
Federal contracts . . . . .. e e e e e
‘ Provincial funding . . . . . L e e e e
SR&ED contract work performed for other companies on their behalf . . . ... . .......... 614 8
Other funding (e.g., universities, foreign governments) . . . .. .. . ... ..o 618
‘ Enter the number of SR&ED personnel in full-time equivalents (FTE):
Scientists and ENGINEEIS . . . . v i e e e e e e e ae e e e e s se Es ee e e ae e e e e we b e 632 B
Technologists and teChNICIANS . . . . . o o . i e e e i e e e e e e e e e e 634 2
l Managers and adminiStrators . . . . . . . i e e e e e e e e e e e e e e e 636
Other technical sUpporting staff . . . . . . e e e e e e e e e e e e e e 638

Part 8 — Claim checklist

To ensure your claim is complete, make sure you have:
1. used the current version of this fOrmM L L L L o L e i i i e e e e e e e e e e e e e e e e e e e e e e e EI

2. entered the method you have chosen for reporting your SR&ED expenditures in Section Aof Part3 . ... ... . ... oo,
3. completed Part 2 for each project . . . o o L e e e e e e e e e e e !X]
’ 4. filed a completed Schedule T2SCH31 or Form T2038(IND) to claim ITCs on your qualified SR&ED expenditures .. ... ... oo onn [Xl
5. filed a completed Form T1145%, T1146**, T1174*** and/or T1263**** including any required attachments, if applicable . ................. [Xl

To expedite the processing of your claim, make sure you have:
1. completed Form T2, Corporation Income Tax Return or Form T1, Income Tax and Benefit Refurn . .. .. .. . i ininnon s

2. filed the appropriate provincial and/or territorial tax credit forms, if applicable . . . . . .. L e e e

‘ 3. retained documents to support the SR&ED expenditures you claimed . . . .. . L i e e s

4. checked boxes 231 and 232 on page 2 of your T2 return to indicate attachment of Form T661 and Schedule T2SCH31 ~ .................

*  Form T1145, Agreement ta Allocate Assistance for SR&ED Belween Persons Not Dealing at Arm's Length
** Form T1146, Agreement ta Transfer Qualified Expenditures Incurred in Respect of SR&ED Contracts Between Persons Not Dealing at Arm’s Length
*** Form T1174, Agresment Between Associated Corporations to Allocate Salary or Wages of Specified Employees for Scientific Research and
Experimental Development (SR&ED)
**** Form T1263, Third-Party Payments for Scientific Research and Experimental Development (SR&ED)

Part 9 — Certification
| certify that | have examined the information provided on this form and on the attachments and it is true, correct, and complete.

lfm ROSS PEEVER B 2012-06-25

Name of authorized signing officer of the corporation, or individual Signature Date

BeneFACT Consulting Group Inc.
Name of person/firm who compieted this form
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Part 2 - Project information (continued)

Complete a separate Part 2 for each project claimed this year.

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RCO00Q"

Project number 1

CRA internal form identifier 060
Code 1101

Section A — Project identification

Project title (and identification code if applicable)

Infrastructure Management and Optimization
Project start date ﬁ Completion or expected completion date m Field of science or technology code

S ide for list of cod
I 2010-09 _[ | 2012-03 J (See guide for list of codes)

| i Year Manth Year Menth 2.02.09 I Software engineering and technology

| Project claim history

m 1 D Continuation of a previously claimed project m 1 E First claim for the project

m Was any of the work done jointly or in collaboration with other businesses? . .. .. ... ... . oo iiiio i o 1 [_l Yes

ZIX]NO

If you answered yes to line 218, complete lines 220 and 221.

m Names of the businesses m_

BN

B

The work was carried out (check any that apply)

1 I:I In a laboratory m 1 In a commercial plant or facility
1 D In a dedicated research facility m 1 l:l Others, specify m

Purpose of the work
% To achieve technological advancement for the purpose of creating new or

(Go to Section B — Experimental development)

1 improving existing materials, devices, products or processes. m 1 D '(:g:)t:l: gg‘é?;:)?g?g:;:ﬁ:gg;“l::f:g:edag;h)

[
Section B - Experimental development

The technological advancements you were trying to achieve with this work were required for:

Materials, devices, or products Processes
The creation of new 1 1 D
‘ The improvement of existing 1 |:| 1 D

240 What technological advancements were you trying to achieve? (Maximum 50 lines)

1. The technological objective for this project was to develop a web-based

2. database system which would work concurrently with the on-ground hard-wired
|3. system. The database system would keep in store the vast amount of information
q, present on our physical system with the additional capability of being

5. internet accessible and instantly updatable, so that on-the-field

|6. modifications made to the physical system would be recorded in runtime,

7. enabling us to save valuable time and effort and ensuring that the data

8. present to us is always current.

94

10. In order to achieve this goal, we developed a web-based system, as well as
11. programming add-ons to the commercial software platform Autodesk Topcbase in
12. order to ensure the smooth integration of this system into the environment
13, without compromising the flexibility or performance characteristic of the end
14, product yet greatly enhancing functionality.

115.

16. This project was completed with success during the claim period. The enhanced

17. functionality attained through the project, and the understanding we gained

18. represents a technological advancement with respect to the underlying

19, technclogy.

20.

21. The development of this technology resulted in considerable knowledge gains

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1
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m What technological advancements were you trying to achieve? (Maximum 50 lines)

22. for our company including:

|23-

‘24. * Leveraging the use of proprietary open source software to develop a highly
25. configurable smart-build system with a web-based interactive interface and an
26. easily accessible information database.

27. * Enhanced online functionality of the system which resulted in allowing us to
28. perform on-field inspections and instant updates to the database to ensure
29. system information remained up to date.

[30. * Improved system integration and information presentation, so that all

131. necessary information was present to us as reguired, from all physical

32. connections, characteristics, and work order information for any cbject of
,33. interest in our system, to updated customer information and comprehensive
!34. physical system layout, in an easily accessible web-based or report-based

35. format.

What technological obstacles/uncertainties did you have to overcome to achieve the technological advancements described in Line 2407
(Maximum 50 lines)

At the onset of the project, limitations in the existing state of the art

technology and off-the-shelf software programs prevented us from directly

achieving our objectives. Thése obstacles were specific to the new

capabilities we wanted, as developing a tool to monitor a system of our scale

and for our specifications was not available a priori. In order to remove

these technical problems and achieve the advancements, we needed to overcome

the following technological obstacles:

* The first challenge was to implement a system which would be able to provide

PP lo oo |0 e [N |-

0. an accurate GIS model and database of the physical on-ground system. The
1 challenge lay in the fact that the leading proprietary software used for our

specific modeling application - Autodesk Topobase, was designed primarily to

serve European industry standards, and its out-of-the-box applicability to

e e
W [N

North American systems, standards and environments was minimal.

o
(6]

* Another challenge was to deal with the system performance latency issues

[16. which arose due to two main reasons: 1. the large volume of data that the

|17. system was required to handle, and 2. the modified version of the software we
18. purchased from a third-party vendor. The vendor modified the software in an
19. attempt to tailor the program to fit our reguirements and the standards

!20. present in our specific environment. However, due to inaccurate modeling of
21. our specific requirements and the presence of corrupt dll files in their

22. programming, we initially faced many errors and program crashes.

[23. * Our next challenge was the lack of a web-based database system to complement

|24. the developed system, which restricted us from runtime database modification,
25. thereby reducing system functionality as a whole.

126 * Our final challenge was ensuring all information on the system, including
!27. customer and specific part information, was up to date, present in multiple
28. formats for improved accessibility and inspection, and fully integrated inte

29. one system.

244 What work did you perform in the tax year to overcome the technolegical obstacles/uncertainties described in Line 2427
(Summarize the systematic investigation) (Maximum 100 lines)

The following paragraphs summarize the work we did during the claim period and

the incremental results we achieved toward removing the technological

obstacles.

The first challenge involved tailoring the Autodesk Topobase software to fit

our specific regquirements. This inwvolved performing significant programming

modifications to the software using sequel programming, as the inbuilt version

of the software was too generic to be implemented for North American

industrial standards. Our initial attempts to modify the software led to the

= WO |0 [~ oy O [ (L [N |

0. development of bugs and system crashes. Variations were made to the software
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What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
(Surnmarize the systematic investigation) (Maximurm 100 fines)

244

incrementally to enhance its applicability, and through the course of the

(12. vyear, after performing multiple iterations we were able to develop and launch
113. a variant which was fully tested and suitable for our needs. The first step to
14. achieve this goal was improving the current GIS tracing function, which was
15. too basic for our reguirements. Through reprogramming the system and

rI6. integrating the part database with the GIS, the newly developed system is now
17. able to provide detailed information on any object of interest. Selection of B
18. any object in the system provides details of the individual cbject as well as
|19. all physical connections, system layout, and customer information pertaining
[20. to that specific object. In this way the system was modified to encompass and
21. generate all necessary information.

22.

23. Our next challenge was to ensure optimal system performance. One main obstacle
24. to this was the large amount of data that the system was required to handle
25. regularly, especially if the function of consistent information updates was to
26. be maintained. There are hundreds of thousands of part drawings and files for
127, transformers, poles, conductors, etc., which needed to be imported into the
28. system and maintained regularly. Imitially system performance suffered due to
125, the required data rate. Incremental changes were made to the system, and after
|30. performing procedures for system overhaul including hardware optimization and
31. improved system upkeep, that problem has been fully addressed.

32.

|33. The other obstacle to optimal system performance was the version of the

r34. Autodesk Topobase software we had procured from a third-party vendor. The

35. vendor was respensible for one-time software installation and support. The
|36. vendor created API's using Autodesks open-source programming function to

[37. create custom functions and buttons. Howewver, the add-ons they provided led to
38. system performance deterioration and frequent system crashes. Performance was
39. improved by reprogramming the software. The corrupt dll's and unnecessary

[40. system features were sequentially eradicated over the year, leading to

41. significant system performance enhancement.

42.

|43. Our next challenge was to develep an integrated web-based database system to
|44. complement the developed GIS. Through the programming and development of

45, network~ based access to the Oracle database for the GIS system, remote

|46. information update to the system has allowed information update on the

l47. database to be greatly streamlined. Field-to-server communication using 3G

48. technology now allows inspections to be performed in the field and the

.49. pertaining data to be updated on the server in runtime.

[50.

'51. The final challenge is ensuring all system information is up to date and

52. accessible. The parts and physical system information present in the GIS

53, software on the Oracle database was made accessible from the field, and can be
54, modified te include any changes made to the system. Further, we have

55. programmed a batch file which acecesses the customer information database and
56. updates the oracle database every night, ensuring that the customer

57. information and physical system information which is accessible every business
58. day is current.

59.

60. Improved accessibility has been achieved using two approaches. The first was
61. through the creation of a php-based web portal which provides access to

62. available GIS maps as well as options to filter maps to display specific

|63. information. The second is through our development of a programmed subsystem
|64. which generates inspection files for all parts in the system. This system

65. ensures all data pertaining to a specific part - including part

,66. specifications, location, all physical and customer connections, and a current
‘67. digital photograph, is available in a single hardcopy document format based on
68. the most up to date information.
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Section C — Basic or applied research

rm What advancements in scientific knowledge were you trying to achieve? (Maximum 50 lines)
I
1. —

= W |k

P What work did you perform in the tax year, how did that work contribute to the advancements described in Line 2507
(Summarize the systematic investigation) (Maximum 100 lines)

l1.

2.
(i,
[4.

| Section D — Additional project information

| Who prepared the responses for Section B or Section C?

E 1 Employee directly involved in pik] Name
the project Kevin Bailey

L Name

1 I:I Other employee of the company

"E 1 m External consultant pidi) Name F rirm ‘
Benefact Consulting Benefact Consulting

“List the key individuals directly involved in the project and indicate their qualifications/experience.

1m Names m Qualifications/experience and position title

' 4 Tom Wilga - Engineering Technician; over 10 years industry experience

2

|

I 3

% Are you claiming any salary or wages for SR&ED performed outside Canada? . ... . ... ... 1 D Yes 2 No
Are you claiming expenditures for SR&ED carried out on behalf of another party? ... .. ... ... ... ... 1 D Yes 2 Izl No

m Are you claiming expenditures for SR&ED performed by people other than your employees? .. ................ 1 D Yes 2 No

I you answered yes to line 267, complete lines 268 and 269.
m Names of individuals or companies m BN

E

What evidence da you have to support your claim? (Check any that apply)
lYou do not need to submit these jtems with the claim. However, you are required to retain them in the event of a review.

1 D Project planning documents 1 D Progress reports, minutes of project meetings
Records of resources allocated to the project, Test protocols, test data, analysis of test results,
m L D time sheets 1 l:] conclusions
1 D Design of experiments 1 Photographs and videos
1 D Project records, laboratory notebooks 1 D Samples, prototypes, scrap or other artefacts

1 Design, system architecture and source code m 1 D Contracts
1 D Records of trial runs m 1 Others, specify m emails
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Part 2 - Project information (continued) Project number 2
CRA internal form identifier 060

complete a separate Part 2 for each project claimed this year. Code 1101

Section A - Project identification

I Project title (and identification code if applicable)

Ensuring 98% read success rate for 20,000 deployed smart met

&z Project start date Completion or expected completion date m Field of science or technology code
(See guide for list of codes)
] 2011-01 l l 2012-03 I
[ Year Month Year Manth 2.02.05 I Automation and control systems

[ Project claim history

m 1 D Continuation of a previously claimed project m 1 First claim for the project

m Was any of the work done jointly or in collaboration with other businesses? ... ... ......... ... .. .. ...... 1 D Yes 2 [ X|No
If you answered yes to line 218, complete lines 220 and 221,
Names of the businesses m BN

|
1

The work was carried out (check any that apply)

% 1 [:I In a laboratory m 1 In a commercial plant or facility
1 D In a dedicated research facility m 1 D Others, specify m

Furpose of the work
To achieve technological advancement for the purpose of creating new or N -
Lm 1 improving existing materials, devices, products or processes. m 1 D I(:Gorot?: gz\sﬂf:néejg;fs?gfpgﬂc”I::jo‘r'g::ag;h)
(Go to Section B — Experimental development) PP

[
Section B - Experimental development

The technological advancements you were trying to achieve with this werk were required for:

‘ Materials, devices, or products Processes

The creation of new 1 [:l 1

‘ The improvement of existing 1 [] 1

m What technological advancements were you trying to achieve? (Maximum 50 lines)

1. Our technological objective was to ensure that the network of 20 thousand

1 2. smart meters was functioning with the desired 98% read success rate as

13. mandated by the provincial authority. Given the large number of meters, our
4. objective was to develop technology to quickly identify the cause of a defect
S. and determine quickly whether the meter should be fixed or replaced.

(5.

k7. At the conclusion of the current claim period our infrastructure has gofie

8. live. We have had significant success in identifying typical causes of meter
[9. failures. Furthermore, advancements made to the underlying technology has
[10. enabled us to minimize the replacement of meters. Below we discuss some of our
11. main advancements:

12.

rfg. * The deployment of a custom tool on handheld devices has proven to be our
'14. first line of defence in detecting defects with an individual meter. The tool
15. enables us to ping the meter as well as place it in buddy mode.

[16.

'17. * Instead of replacing meters with a weak signal we have leveraged the buddy
18. mode to enable them to piggy back their communication through a neighbouring

(19. functional meter. Furthermore, in-house experimentation has revealed that a
|20. hard reset on these meters requires a 10 minute power off cycle due te an
21. internal capacitor that requires this time to be completely drained. This
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m What technological advancements were yau trying to achieve? (Maximum 50 lines)

22. previously unknown and undocumented fact has enabled us to reset a large

(23. number of previously dysfunctional meters.

[24.

25. * We have deployed a field management tool which lets us net only ping a meter
26. but detect its mode. Through this tool we are able to identify meters which
127. were previously set on buddy mode but whose mode had been turned off due to
'28. system maintenance and tuning. This has enabled us to minimize the effort

29. reguired in debugging meter failures.

[30.

[31. * To deal with congested areas we have developed a new mode which minimizes
32, the number of messages generated. This reduces noise level and prevents the
33. tower to become bombarded by messages. Furthermore, we have developed, tested
34. and optimized the messages being sent for each mode. This in-house development
35. has had one key focus; ensure high reads while minimizing network congestion
36. by reducing the number of un-necessary messages being sent.

@ What technological obstacles/uncertainties did you have to overcome to achieve the technological advancements described in Line 2407

{(Maximum 50 lines)

1. Installation of 20 thousand smart meters, a technology still in its infancy,

|2. has posed immense technological challenges and obstacles. During the course of

'3, the current claim period we have had to undertake research and experimentation

4. to deal with the complicated network af 20 thousand meters we have

|5. established. We discuss some of the key technological challenges below:

g

7. * Our biggest challenge was to ensure that the network of over 20 thousand

18. smart meters was working as desired. More specifically, we faced the momentous

|9. challenge of achieving the desired 98% success rate which meant that 98% of

10. meters must communicate with the central repository at least once every 15

11. minutes. Our first experiment showed a 3% failure rate,-which, given the large

12. number of meters, amounted to experimentally identifying the cause of failure

13. for 600 meters. We were challenged to develop a methodology to quickly

14. investigate and identify why each meter was not working.

|15.

l16. * our next challenge was dealing with meters with weak radios. For successful

17. communication the signal strength should be at least 300B. However, some

18. meters only read 70DB which was too weak. Furthermore, if through an on—site

19. experiment a meter could not be pinged within a 15 feet distance we knew that

20. the meter either had a weak radio or was defective. We were challenged to

21. identify such meters and find a work-around.

[22. .

123.  * We were challenged to overcome the technological hurdle that network

24 . maintenance on our meters switched off their buddy mode which made meters

25. relying on buddies to communicate fail. Since we did know when such network

26. tuning was performed, we faced the challenge of determining why all of a

27. sudden large number of meters stopped working and then develop a methodology

28. to handle such occurrences.

[25.

'30. * The large number of messages generated by meters in congested areas such as

31. apartment buildings posed a major technological challenge since the tower was

[32. unable to handle being bombarded with so many messages in short spurts. We

[33. were challenged to decrease the number of messages generated by reducing noise

34, levels emanating from congested areas,

m What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
(Summarize the systematic investigation) (Maximum 100 fines)

1. To overcome the challenge of investigating the over 600 offline meters, our

|12. first line of experimentation was through a custom tool deployed on a

|3. handheld. We have developed a process through which we identify the cause of

4. the problem with an individual meter. Using the tool we can ping a meter and
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What work did you perform in the tax year to overcome the technological obstacles/uncertainties described in Line 2427
' {Sumrmarize the systernatic investigation) (Maximum 100 lines)

5. also put it into buddy mode. This mode was developed so that if a meter cannot
[ 6. directly communicate with a collector it communicates with a buddy meter which
|7. then communicates on its behalf. However, although theoretically ideal, the

8. tool is cumbersome to use. First, the tool did not always peéerform as desired
Q. and sometimes was unable to place the meter into buddy mode. Second, even if
[lO. the tool was successful in switching the mode on a meter, the solution did not
Ill. always work. After research we developed a methodology to ensure that at least
12. we eliminated the uncertainty that the meter had not been placed in buddy

|13 more. Once this was resolved, we began investigating the cause of the second
l14. problem i.e. meters not communicating even when placed in buddy mode.

15.

16. Our next challenge was dealing with meters with weak radios i.e. with signal
17. strength less than 90DB. Our infrastructure is laid out so that meters talks
18. to a tower, the tower talks to a collector which is the backbone connection to
19. the central repository. In an ideal situation, each meter talks to the closest
|20 tower. However, meters with weak radios cannot achieve this. Instead of

l21. replacing the meter (which is time consuming and costly) we chose to manually
22 . enable buddy mode. This means that a meter with a defective radio can still
123 piggy back on a neighbouring functioning meter. Our on-site experiments

|24. resulted in limited success; switching the defective meters to buddy mode

25. successfully got a number of meters on line. Meters that could not be brought
26. online even in buddy mode were taken to ocur lab for further investigation.

27. FEach meter was placed on a testboard and experiments conducted to ensure that
28. we only discarded defective meters. Through such experimentation we identified
29. that meters contain a capacitor which is drained after being off power for 10
30. minutes. Hence a hard reset requires 10 minutes. We were able to successfully

31. reset a number of modems after we made this discowvery. Any meter which still
32. did not come live after all these attempts was discarded and replaced with

33. functioning meters.

35. The discovery that meters that we had switched to buddy mode randomly turned
36. their buddy mode off posed another technological hurdle. Further investigation
37. 1led to the discovery that network maintenance often updated the meters which
38. placed the meters in their default settings that included having the buddy

39. mode turned off. We deployed a field management tool through which we are not
40. only able to ping the meter but also detect what mode is set on the meter.

41. Through this mode we are able to gquickly identify meters whose buddy mode

42. becomes disabled. Resetting the mode on these meters fixed the issue.

44. A last technological challenge was to get meters situated in congested areas
45, 'such as apartment buildings to communicate with the tower. Through research we
46. identified that meters were generating a lot of message traffic. The default

[47. settings on the meters results in multiple messages to the tower as well as
l4g. neighbouring meters. We realized that sending so many messages wag causing
49, extracrdinary levels of noise which in turn was causing messages to be lost
50. since the tower was unable to deal with the traffic. We have developed a
51. clever solution for such congested areas through the development of a new
52. mode.In the new mode, meters broadcast to everyone in the vicinity. A buddy
53. forwards the message to the tower. At the same time, the tower acknowledges
54, the indirect communication so that the meter residing in the congested area

55. knows which buddy to send future communications through thereby not requiring
56. new buddy discovery. At the same time other buddies know that the meter found
57. a buddy that is transmitting on its behalf so that not all buddies try to
58. communicate on a meter's behalf. Our experiments show that this mode works
59. extremely well for congested areas by reducing the number of messages that are

(60. generated.

CDRPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1 Page 3



'HESC - PIL 2011 - with SRED.211 2011-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
112-06-25 14:41 86375 9692 RCO00-

‘Section C - Basic or applied research

m What advancements in scientific knowledge were you trying to achieve? (Maximum 50 lines)

1

2.

'%

4.

7kip What work did you perform in the tax year, how did that work contribute to the advancements described in Line 2507
(Summarize the systematic investigation) (Maximum 100 lines) -

‘l.

3.

4.

Section D — Additional project information

Who prepared the responses for Section B or Section C?

1 Employee directly involved in @ Name
the project Kevin Bailey
J N
@ 1 D Other employee of the company e
57, AN Firm
251 1 External consultant f . @ .
Benefact Consulting Benefact Consulting
‘ List the key individuals directly involved in the project and indicate their qualifications/experience.
Names m_ Qualifications/experience and position title
1 Christine Hopson Meter Technician; 5 + years industry experience
|2 Jerry Woods Asst. Sub Foreman; 20 + years industry experience
|3
I
Are you claiming any salary or wages for SR&ED performed outside Canada? . ... ... ... i i 1 I:I Yes 2 No
% Are you claiming expenditures for SR&ED carried out on behalf of another party? . .. ... o i i e 1 E| Yes 2 No
Are you claiming expenditures for SR&ED performed by people other than your employees? . ... ............ 1 I:I Yes 2 No

If you answered yes to line 267, complete lines 268 and 269.

268 Names of individuals or companies m BN

1

l'What evidence do you have to support your claim? (Check any that apply)
You do not need to submit these items with the claim. However, you are required to retain them in the event of a review.

% 1 D Project planning documents 1 ]:I Progress reports, minutes of project meetings

Records of resources allocated to the project, ; Test protocois, test data, analysis of test resuits,
L E] time shesets 1 g conclusions
1 D Design of experiments 1 U Photographs and videos
1 D Project records, laboratory notebocks 1 [E Samples, prototypes, scrap or other artefacts
1 D Design, system architecture and source code m 1 D Contracts

m 1 X| Records of trial runs m 1 @ Others, specify @ __Emails

URPORATE TAXPREP / TAXPREP DES SOCIETES - EP17  VERSION 2012 V1.1

Page 4



WELLAND HYDRO ELECTRIC SYSTEMS CORP.
REGULATION 1100(5b.1)
FOR THE YEAR ENDED DECEMBER 31, 2011

The company elects to have the provisions of subsection 1100(5b.1) of the Income Tax
Regulations apply to treat as a separate class each eligible non-residential building
added by the taxpayer during the period.

Date Name

Amount Elected $ 351,527

Date Property Acquired Fiscal 2011



WELLAND HYDRO ELECTRIC SYSTEMS CORP.
SECTION 13(7.4) ELECTION
FOR THE YEAR ENDED DECEMBER 31, 2011

The company elects to have the provisions of subsection 13(7.4) of the Income Tax Act
apply to reduce the undepreciated capital cost balance with respect to capital property

received.

Date

Amount Elected
Amount of Assistance
Date Received

Date Property Acquired

ACB of Property before election

$ 305,181
$ 305,181
Fiscal 2011
Fiscal 2011

$ 305,181

Name



Ministry of Finance

Corporations Tax

33 King St. West

PO Box 622

Oshawa ON L1H 8H6

Ontario

Authorizing or Cancelling a Representative

Complete this form to:

authorize the release of confidential information about
the Corporations Tax, Mining Tax ar Electricity Act
account(s) to the representative named below.

cancel an existing authorization.

Client Information

Legat name

| Weland Hydro Electric Systern Corp.

Phone number

This autherization applies to the
following statute{s) and account
number(s}.

D Carporations Tax Act

Mailing address
AptJSuite/tUnit no. | Street number and name / PO Box, RR

¥

D Mining Tax .Act: ‘

7] [ ] ]

950 East Mam Street / P.O. Box 280

Clty Province/Tervitory Postal code Electricity At

Welland |ON L3B 5P6 111g]0jol2]1]5]
Authorize the release of information to a representative

MName of representalive (if a firm, name of firm.) Phorne number Fax number

Last First

IDeloitte & Touche LLP 519 650-7600 l 519 650-7601 ‘

"Mailing address
Apt/SuitefUnit no. | Street number and name / PO Box, RR

4210 King Street East
City Province/Teritory Postal code
|Kitchener |on | N2P 2G5 [

If your representative is a firm, and you want a specific person in the firm to represent you, state their name and title.
If you do net identify a specifie individual in the firm, you are authorizing the Ministry of Finance to deal with anyone from that firm.

Name of person in firm

Last Flrst |

Title

Authorization scope and applicable years

¥ | Representative to deal fully on your behalf with the Ministry of Finance.
or .

D Representative to deal in a limited manner on your behalf, for matters specified here.

(e.g., account inquiry, applications, annual returns, payments, etc) ¥

Representative to act for all years,

or including all previous and future years.

Representative to act for specific year or
years (describe). ¥

Cancel the release of information to a representative

Name of representative (If a firm, name of firm.)
Last First

If your representative is an individual within a firm, state their name and title.

Name of person in firm

Last First

Title

Signature This form will not be accepted unless it is campleted fully, sighed and dated.

| authorize the Ministry of Finance to:

m release confidential information about the tax accounts specified in Part 1 and to deal with the representative named

in Part 2 in the manner described in Part 3; and/or
m cancel an existing authorization as described in Part 4.

Name (please prini)
Last

Peever

First
Ross

Title / Relationship to Corporation

President

Phone number

905 732-1381 |

Signature

Date

© Queen's Printer for Ontario, 2006

Eng 0600 (20D5/12)



FILING INSTRUCTIONS
Welland Hydro Electric System Corp.

ONTARIO - T2 PIL

Mailing Address: Ministry of Finance
Corporations Tax Branch-Hydro PIL
PO Box 642
Oshawa ON L1H 8T1

Courier Address: Ministry of Finance
305 King St W, 9™ Floor
Kitchener ON N2G 1B9

Tax Return Due Date: July 3, 2012
Tax Due: N/A

Tax Due Date: N/A
Payable To: N/A

Tax Refund: $472,814

Signing Instruction:

One copy of the T2 Corporate Income Tax Return should be signed where indicated and forwarded to the
above address. Also, one copy of each of the Subsection 13(7.4) Election and Regulation 1100(5b.1)
Election should be signed and sent to the tax centre. These elections should be sent such that they are
received on or before the tax return due date.

One copy of Form T661 Claim for Scientific Research and Experimental Development (SR&ED) in
Canada should be signed and forwarded with the return. In addition, one copy of the Ontario
Corporations Tax — Authorizing or Cancelling a Representative form should be signed and forwarded to
the above tax centre address.






Welland Hydro-Electric System Corp.
EB-2012-0173

Exhibit 4

Appendix D

Filed: August 31,2012

Appendix D

OEB Income Tax/PILs Workform
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Income Tax/PlLs
Workform for 2013 Filers

I"Ul

fig = . . : lé*-[ u:lmﬂﬂ‘

utility Name }wenand Hydro Electiic System Gorp.

Assigned EB Number | EB-2012-0173
Name and Title %Wayne Annslrong—Difectér of Finance
phone Number  805-732-1381-Ext 234
Emall Address Eﬁramskmg@muan'dnydm.ﬁnm
Date  Augusut 31,2012

Last COS Re-based Year : ; 2009

Note: Drop-down lists are shaded blue; Input cells are shaded green.

This Workbook Modes! is protacted by copyright and is baing made avallable to you solely for the purpose of filing your IRM application. You may use and copy
this mode! thrpurpm, and provide a copy of this model to any person that Is advising or assisting you in that regard. Except as indicated above, any

] ion, sale, adaptation, translation, modification, reverse engineering or other use or dissemination of this model without the
expmsa wn‘mm cmmlnﬁhe Ontario Energy Board is prohibited, If you provide a copy of this model to a person that is advising or assisting you In preparing
the application or reviewing your draft rate ordor, you must that the pe 15 and &g to the restrictions noted above,

While this model has been provided in Excel format and is required to be filed with the apy licati the onus r ins on the appli to ensure the accuracy of
the data and the resulits.




1. Info
A. Data Input Sheet

B. Tax Rates & Exemptions

C. Sch 8 Hist

D. Schedule 10 CEC Hist

E. Sch 13 Tax Reserves Hist

F. Sch 7-1 Loss Cfwd Hist

G. Adj. Taxable Income Historic

i

Income Tax/PlLs
Workform for 2013 Filers

K. Sch 13 Tax Reserves Bridge
L. Sch 7-1 Loss Cfwd Bridge
M. Adj. Taxable Income Bridge

H. PILs,Tax Provision Historic
1. Schedule 8 CCA Bridge Year
I. Schedule 10 CEC Bridge Year

N. PILs,Tax Provision Bridge
0. Schedule 8 CCA Test Year
P. Schedule 10 CEC Test Year
Q Sch 13 Tax Reserve Test Year
R. Sch 7-1 Loss Cfwd

S. Taxable Income Test Year

T. PILs, Tax Provision




Rate Base

Return on Ratebase

Deemed ShortTerm Debt % 4.00%
Deemed Long Term Debt % 56.00%
Deemed Equity % 40.00%
Short Term Interest Rate 2.06%
Long Term Interest 4.08%
Return on Equity (Regulatory Income) 9.12%

Return on Rate Base

Questions that must be answered

8.

Does the applicant have any Investment Tax Credits (ITC)?
Does the applicant have any SRED Expenditures?

Does the applicant have any Capital Gains or Losses for tax purposes?

. Does the applicant have any Capital Leases?

Does the applicant have any Loss Carry-Forwards (non-capital or net capital)?

. Since 1999, has the applicant acquired another regulated applicant's assets?

Did the applicant pay dividends?

If Yes, please describe what was the tax treatment in the manager's summary.

Did the applicant elect to capitalize interest incurred on CWIP for tax purposes?

Income Tax/PlLs

c

AA
AB

Woarkform for 2013 Filers

S|

<4

$ 31,884,331

$ 1,275,373 W=8*T

$ 17,855,225 X=8*U

$ 12,753,732 Y=8*v

$ 26,273 AC=W'Z

$ 728,493 AD =X *AA

$ 1,163,140 AE=Y"AB

$ 1,917,906 AF = AC + AD + AE

Historic Bridge Test Year

|Yes [No [No
[es |No |Na
|No |No [No
[No [No TnNo
|No |No [No =
[No |No [No
|Yes |Yes [YYes
|No {No [No
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Schedule 8 - Historical Year

Income Tax/PlLs
Workform for 2013 Filers

S

o

R e o

UCC End of Less: Non- UCC Regulated
Class Class Description Year Historic | Distribution .
per tax returns Portion histeric.vear

1 Distribution System - post 1987 16,988,704 16,988,704
1 Enhanced |Non-residential Buildings Reg. 1100(1)(a.1) election 340,981 340,981
2 Distribution System - pre 1988 0
8 General Office/Stores Equip 402,344 402,344
10 Computer Hardware/ Vehicles 176,499 176,499
10.1 Certain Automobiles 0
12 Computer Software 128,367 128,367
134 Lease # 1 -
13, Lease #2 0
13, Lease#3 0
13, Lease # 4 0
14 Franchise 0
17 New Electrical Generating Equipment Acq'd after Feb 27/00 Other Than Bldgs 15,427 15,427
42 Fibre Optic Cable 0
43.1 Certain Energy-Efficient Electrical Generating Equipment 125,808 125,808 0
43.2 Certain Clean Energy Generation Equipment 0
45 Computers & Systems Software acq'd post Mar 22/04 2,007 2,007
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) 0
47 Distribution System - post February 2005 11,526,181 11,526,181
50 Data Network Infrastructure Equipment - post Mar 2007 25,214 25,214
52 Computer Hardware and system software 0
95 CWIP 0
0
0
0
0
0
0
0
0
0
0
SUB-TOTAL - UCC 29,731,532 125,808 29,605,724




Schedule 10 CEC - Historical Year

| “ Income Tax/PILs
| Workform for 2013 Filers

-%ﬁ it} r m

Cumulative Eligible Capital 1,412,487
Additions
Cost of Eligible Capital Property Acquired during Test Year
Other Adjustments
Subtotal x 3/4 = 0
Non-taxable portion of a non-arm's length transferor's gain realized on the x1/2 = 0
transfer of an ECP to the Corporation after Friday, December 20, 2002 - o
Amount transferred on amalgamation or wind-up of subsidiary 0
Subtotal 1,412,487
Deductions
Proceeds of sale (less outlays and expenses not otherwise deductible)
from the disposition of all ECP during Test Year
Other Adjustments
Subtotal x 3/4 = 0
Cumulative Eligible Capital Balance 1,412,487
Current Year Deduction 1,412,487 X 7% = 98,874
1,313,613

Cumulative Eligible Capital - Closing Balance




Schedule 13 Tax Reserves - Historical

Continuity of Reserves

Income Tax/PILs
Workform for 2013 Filers

o |

Historical Balance as

Non-Distribution

Description per tax returns Eliminations Utility Only
Capital Gains Reserves ss.40(1) | 0
Tax Reserves Not Deducted for accounting purposes
Reserve for doubtful accounts ss. 20(1)(l) 107,764 107,764
Reserve for goods and services not delivered 0
ss. 20(1)(m)
|Reserve for unpaid amounts ss. 20(1)(n) 0
|Debt & Share Issue Expenses ss. 20(1)(e) 0
Other tax reserves 0
0
0
0
0
0
Total 107,764 107,764
Financial Statement Reserves (not deductible for Tax Purposes)
General Reserve for Inventory Obsolescence 0
{(non-specific)
General reserve for bad debts 107,764 107,764
Accrued Employee Future Benefits: 0
- Medical and Life Insurance 0
-Short & Long-term Disability 0
-Accmulated Sick Leave 0
- Termination Cost 0
- Other Post-Employment Benefits 1,554,847 1,554,847
Provision for Environmental Costs 0
Restructuring Costs 0
Accrued Contingent Litigation Costs 0
Accrued Self-Insurance Costs 0
Other Contingent Liabilities 0
Bonuses Accrued and Not Paid Within 180 0
Days of Year-End ss. 78(4)
Unpaid Amounts to Related Person and Not 0
Paid Within 3 Taxation Years ss. 78(1)
Other 0
0
0
Total 1,662,611 1,662,611
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Income Tax/PlLs
Waorkform for 2013 Filers

G L A
Adjusted Taxable Income - Historic Year
R Total for Legal Non-Distribution Historic
i23i:linaif Entity Eliminations Wires Only
I before PlLs/Taxes A 1,094,754 1,094,754
Additions:
Interest and penalties on taxes 103 0
Amortization of tangible assets 104 1,960,187 1,960,187
Amortization of intangible assets 106 0
Recapture of capital cost allowance from Schedule 8 107 0
Gain on sale of eligible capital property from Schedule 10 108 0
Income or loss for tax purposes- joint ventures or partnerships 109 0
Loss in equity of subsidiaries and affiliates 110 0
Loss on disposal of assets 111 0
Charitable donations 112 35,944 35,944
Taxable Capital Gains 113 0
Political Donations 114 0
Deferred and prepaid expenses 116 0
Sclentific research expenditures deducted on financial statements 118 90,406 90,406
Capitalized interest 119 0
Non-deductible club dues and fees 120 0
Non-deductible meals and entertainment experse 121 5,602 5,602
Non-deductible automobile expenses 122 0
Mon-deductible life insurance premiums 123 0
Non-deductible company pension plans 124 1}
Tax reserves deducted in prior year 125 113,624 113,524
Reserves from financial statements- balance at end of year 126 1,662,611 1,662,611
Soft costs on construction and renovation of buildings 127 0
Book loss on jainit ventures or partnerships 205 0
Capital items expensed 206 0
Debt issue expense 208 0
Development expenses claimed in current year 212 0
Financing fees deducted in books 216 0
Gain on settlement of debt 220 0
Non-deductible advertising 226 0
Non-deductible interest 227 0
Non-deductible legal and accounting fees 228 0
Recapture of SR&ED expenditures 231 0
Share issue expense 235 0
Write down of capital properly 236 0
Amounts received in respect of qualifying environment trust per paragraphs 12(1)(z.1) and 12(1)(z.2) 237 0
Other Additions
Interest Expensed on Capital Leases 290 0
Realized Income from Deferred Credit Accounts 291 0
Pensions 292 0
Non-deductible penalties 293 Q
294 13,623 13,623
295 0
ARO Accretion expense 0
Capital Contributions Received (ITA 12(1}(x)) 1
Lease Inducements Received (ITA 12(1)(x}) 0
|Deferred Revenue (ITA 12(1)(a)) 0
|Prior Year Investment Tax Credits received 0
| 0




olojlojlojojoloiolc

Total Additions 3,881,897 0 3,881,897
Deductions:
Gain on disposal of assets per financial statements 401 14,409 14,400
Dividends not taxable under section 83 402 0
Capital cost allowance from Schedule 8 403 2,146,487 41,936 2,104,551
Tarminal loss from Schedule 8 404 4]
Cumulative eligible capital deduction from Schedule 10 405 98,874 98,874
Allowable business investment loss 406 0
Deferred and prepald expenses 408 0
Scientific research expenses claimed in year 411 78,281 78,281
Tax reserves claimed in current year 413 107,764 107,764
Reserves from financial statements - balance at baginning of year 414 1,655,682 1,655,682
Contributions to deferred income plans 416 0
Book income of joint venture or partnership 305 0
Equity in income from subsidiary or affiliates 306 0
Other deductions: (Flease explain in detail the nature of the item)
Interest capitalized for accounting deducted for tax 390 0
Capital Lease Payments 391 0
Non-taxable imputed interest income on deferral and variance accounts 392 0
393 o]
394 0
ARO Payments - Deductible for Tax when Paid 0
ITA 13(7.4) Election - Capital Contributions Received 0
ITA 13(7.4) Election - Apply Lease Inducement to cost of Leaseholds 0
Deferred Revenue - ITA 20(1)(m) reserve 0
Principal portion of lease payments 0
Lease Inducement Book Amortization credit to income 0
Financing fees for tax ITA 20(1){e}) and (e.1) 0
0
0
0
0
0
0
0
Total Daductions 4,101,497 41,936 4,059,561
Net Income for Tax Purposes 875,154 -41,936 917,090
Charitable donations from Schedule 2 311 35,944 35,944
Taxable dividends deductible under section 112 or 113, from Schedule 3 (item 82) 320 0
Non-capital losses of preceding taxation years from Schedule 4 331 0
Net-capital losses of preceding taxation years from Schedule 4 (Please inclutle explanation and 332 0
calculation in Manager's summary)
Limited partnership losses of preceding texation years from Schedule 4 335 0
TAXABLE INCOME 839,210 -41,936 881,146
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Schedule 10 CEC - Bridge Year

Cumulative Eligible Capital

Additions
Cost of Eligible Capital Property Acquired during Test Year

Other Adjustments

Income Tax/PILs
' Workform for 2013 Filers

i

Subtotal x 3/4= 0
Non-taxable portion of a non-arm's length transferor's gain realized on the x1/2 = 0
transfer of an ECP to the Corporation after Friday, December 20, 2002 . o
Amount transferred on amalgamation or wind-up of subsidiary 0
Subtotal 1,313,613 ,313,613
Deductions
Proceeds of sale (less outlays and expenses not otherwise deductible)
from the disposition of all ECP during Test Year
Other Adjustments
Subtotal x 3/4 = 0
Cumulative Eligible Capital Balance 1,313,613
Current Year Deduction 1,313,613 x 7%= 91,953
1,221,660

Cumulative Eligible Capital - Closing Balance
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Vil

Adjusted Taxable Income - Bridge Year

Income Tax/PlLs

| Waorkform for 2013 Filers

. Total for
T281line# | oo qulated Utility
Income before PlLs/Taxes A 556,201
Additions:
Interest and penalties on taxes 103
Amortization of tangible assets 104 2,113,498
Amortization of intangible assets 106
Recapture of capital cost allowance from 107
Schedule 8
Gain on sale of eligible capital property from 108
Schedule 10
Income or loss for tax purposes- joint 09
ventures or partnerships i
Loss in equity of subsidiaries and affiliates 110
Loss on disposal of assets 111
Charitable donations 112 23,600
Taxable Capital Gains 113
Political Donations 114
Deferred and prepaid expenses 116
Scientific research expenditures deducted on 118
financial statements
Capitalized interest 119
Non-deductible club dues and fees 120
Non-deductible meals and entertainment 121
expense
Non-deductible automobile expenses 122
Non-deductible life insurance premiums 123
Non-deductible company pension plans 124
Tax reserves deducted in prior year 125 107,764
Reserves from financial statements- balance
at end of year = 1,671,930
Soft costs on construction and renovation of
. 127
buildings
Book loss on joint ventures or partnerships 205
Capital items expensed 206
Debt issue expense 208
Development expenses claimed in current 212
year
Financing fees deducted in books 216
Gain on settlement of debt 220
Non-deductible advertising 226
Non-deductible interest 227
Non-deductible legal and accounting fees 2238
Recapture of SR&ED expenditures 231
Share issue expense 235
Wirite down of capital property 236
Amounts received in respect of qualifying
environment trust per paragraphs 12(1)(z.1) 237
and 12(1)(z.2)

e



: Income Tax/PILs
- Workform for 2013 Filers

7 ey i P i
b Y

Adjusted Taxable Income - Bridge Year

Other Additions
Interest Expensed on Capital L 290
Realized Income from Deferred Credit
291
Accounts
Pensions 292
Non-deductible penalties 293
294
Apprenticeship Tax Credit 295 10,100
ARO Accretion expense
Capital Contributions Received (ITA 12(1)(x))
Lease Inducements Received (ITA 12(1)(x))
Deferred Revenue (ITA 12(1)(a))
Prior Year Investment Tax Credits received
Total Additions 3,926,892
Deductions:
Gain on disposal of assets per financial
401
statements
Dividends not taxable under section 83 402
Capital cost allowance from Schedule 8 403 2,019,309
Terminal loss from Schedule 8 404
Cumulative eligible capital deduction from
Schedule 10 0 91,953
Allowable business investment loss 406
Deferred and prepaid expenses 409
Scientific research expenses claimed in year 411
Tax reserves claimed in current year 413 109,919
Reserves from financial statements - balance
at beginning of year Gl 1,662,611
Contributions to deferred income plans 416
Book income of joint venture or partnership 305
Equity in income from subsidiary or affiliates 306
Other deductions: (Please explain in detail
the nature of the item)




- o

-

Workform for 2013 Filers

Adjusted Taxable Income - Bridge Year

Income Tax/PlLs

Interest capitalized for accounting deducted
for tax

390

Capital Lease Payments

391

Non-taxable imputed interest income on
deferral and variance accounts

392

393

394

ARO Payments - Deductible for Tax when
Paid

ITA 13(7.4) Election - Capital Contributions
Received

ITA 13(7.4) Election - Apply Lease
Inducement to cost of Leaseholds

Deferred Revenue - ITA 20(1)(m) reserve

Principal portion of lease payments

Lease Inducement Book Amortization credit
to income

Financing fees for tax ITA 20(1)(e) and (e.1)

Total Deductions

3,883,792

Net Income for Tax Purposes

599,301

Charitable donations from Schedule 2

311

23,600

Taxable dividends deductible under section 112
or 113, from Schedule 3 (item 82)

320

Non-capital losses of preceding taxation years
from Schedule 4

331

Net-capital losses of preceding taxation years
from Schedule 4 (Please include explanation
and calculation in Manager's summary)

332

Limited partnership losses of preceding taxation
years from Schedule 4

335

TAXABLE INCOME

575,701
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Income Tax/PlLs

-~ Workform for 2013 Filers

Schedule 10 CEC - Test Year
Cumulative Eligible Capital

Additions
Cost of Eligible Capital Property Acquired during Test Year 0
Other Adjustments 0
Subtotal 0 x 3/4= 0
Non-taxable portion of a non-arm’s length transferor's gain realized on the 0 x1/2 = 0
transfer of an ECP to the Corporation after Friday, December 20, 2002 5 .
Amount transferred on amalgamation or wind-up of subsidiary 0 0
Subtotal ~ 1,221,660
Deductions
Proceeds of sale (less outlays and expenses not otherwise deductible) 0
from the disposition of all ECP during Test Year
Other Adjustments 0
Subtotal 0 x34= 0
Cumulative Eligible Capital Balance 1,221,660
Current Year Deduction (Carry Forward to Tab "Test Year Taxable Income") 1,221,660 X7%= 85,516

Cumulative Eligible Capital - Closing Balance 1,136,144
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Income Tax/PILs
Workform for 2013 Filers

Taxable Income - Test Year

Test Year
Taxable
Income
|Net Income Before Taxes 1,163,140
T2 S1line #

Additions:

Interest and penalties on taxes 103

Amortization of tangible assets

2-4 ADJUSTED ACC(g)UNTING DATA P489 104 1,228,313

Amortization of intangible assets 106

2-4 ADJUSTED ACCOUNTING DATA P480

Recapture of capital cost allowance from 107

Schedule 8

Gain on sale of eligible capital property from 108

Schedule 10

income or loss for tax purposes- joint ventures or 109

partnerships

Loss in equity of subsidiaries and affiliates 110

Loss on disposal of assets 111

Charitable donations 112 23,600

Taxable Capital Gains 113

Political Donations 114

Deferred and prepaid expenses 116

Scientific research expenditures deducted on 118

financial statements

Capitalized interest 119

Non-deductible club dues and fees 120

Non-deductible meals and entertainment 121

expense

Non-deductible automaobile expenses 122

Non-deductible life insurance premiums 123

Non-deductible company pension plans 124

Tax reserves beginning of year 125 109,919

Reserves from financial statements- balance at 126 1,675.228

end of year

Soft costs on construction and renovation of

o 127

buildings

Book loss on joint ventures or partnerships 205

Capital items expensed 206

Debt issue expense 208

Development expenses claimed in current year 212

Financing fees deducted in books 216

Gain on settlement of debt 220

Non-deductible advertising 226

Non-deductible interest 227

Non-deductible legal and accounting fees 228

Recapture of SR&ED expenditures 231

Share issue expense 235

Write down of capital property 236




Amounts received in respect of qualifying

environment trust per paragraphs 12(1)(z.1) and 237
12(1)(z.2)
Other Additions: (please explain in detail the
nature of the item)
Interest Expensed on Capital Leases 290
Realized Income from Deferred Credit Accounts 291
Pensions 292
Non-deductible penalties 293
294
Aprentice Tax Credits 295 19,100
296
297
ARO Accretion expense
Capital Contributions Received (ITA 12(1)(x))
|Lease Inducements Received (ITA 12(1)(x))
|Deferred Revenue (ITA 12(1)(a))
IPrior Year Investment Tax Credits received
Total Additions 3,056,160
Deductions:
Gain on disposal of assets per financial 401
statements
Dividends not taxable under section 83 402
Capital cost allowance from Schedule 8 403 1,969,421
Terminal loss from Schedule 8 404
Cumulative eligible capital deduction from
Schedule 10 CEC 405 85,516
Allowable business investment loss 406
Deferred and prepaid expenses 409
Scientific research expenses claimed in year 411
Tax reserves end of year 413 113,217
Reserves from financial statements - balance at 414 1671.930
beginning of year i i
Contributions to deferred income plans 416
Book income of joint venture or partnership 305
Equity in income from subsidiary or affiliates 306
Other deductions: (Please explain in detail the
nature of the item)
Interest capitalized for accounting deducted for 390
tax
Capital Lease Payments 391




Non-taxable imputed interest income on deferral

years from Schedule 4

and variance accounts 332
393
394
395
396
397
ARO Payments - Deductible for Tax when Paid
ITA 13(7.4) Election - Capital Contributions
Received
ITA 13(7.4) Election - Apply Lease Inducement to
cost of Leaseholds
Deferred Revenue - ITA 20(1)(m) reserve
Principal portion of lease payments
Lease Inducement Book Amortization credit to
income
Financing fees for tax ITA 20(1)(e) and (e.1)
Total Deductions 3,840,085
NET INCOME FOR TAX PURPOSES 379,216
Charitable donations 311 23,600
Taxable dividends received under section 112 or
113 320
Non-capital losses of preceding taxation years from 331
Schedule 7-1
Net-capital losses of preceding taxation years
] 332
(Please show calculation)
Limited partnership losses of preceding taxation 335

REGULATORY TAXABLE INCOME

355,616
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De I o Itte & Deloitte & Touche LLP

4210 King Street East
Kitchener ON N2P 2G5
Canada

Tel: 519 650 7600
Fax: 519 650 7601
www.deloitte.ca

August 15, 2012

Private and confidential

Wayne Armstrong

Director of Finance

Welland Hydro-Electric System Corp.
950 East Main St

PO Box 280

Welland ON L3B 5P6

Dear Mr. Armstrong:
Subject: Federal Small Business Deduction

We are writing in response to your request for commentary on Welland Hydro-Electric System Corp.’s
(“WHESC”) eligibility for the federal Small Business Deduction (“SBD”). As discussed with you our
commentary below will be confined to the federal income tax calculations as provided in the Income Tax
Act of Canada (the “Act”) which are the basis used in determining the liability for payment in lieu of tax.

The conclusions contained in this letter are based on our understanding of the facts, assumptions,
information, and documents referenced and current tax laws and published tax authorities in effect as at
said time, which are subject to change. Ifthere is a change, including a change having retroactive effect,
in the above source documents or in the prevailing judicial interpretation of the foregoing, the comments
expressed herein would necessarily have to be reevaluated in light of any such changes.

This letter is solely for the benefit of the City of Welland and its subsidiaries and cannot be relied upon by
anyone else. We assume no responsibility for tax consequences, or any other consequences, to any other
interested parties or to other persons. Instead, any other such interested parties or persons should consult
and rely upon the advice of their own counsel, accountant, tax adviser, or other adviser.

Facts and assumptions

This letter was drafted with consideration given to the following facts and assumptions:

1. WHESC is a Canadian Controlled Private Corporation (“CCPC”) as defined in subsection 125(7) of

the Act;

WHESC is associated with other corporations;

WHESC will be allocated 100% of the small business limit available for the associated group;

The taxable capital of the other associated entities in the group is nominal;

The taxable income of WHESC will be at or below $500,000 in any given taxation year (a higher

level of income is possible; but it would only reinforce the conclusion); and

6. The taxable capital employed in Canada by WHESC for the 2011 and subsequent taxation year will
be in excess of $30,000,000.

Sl g

Membre de / Member of Deloitte Touche Tohmaisu Limited
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Analysis

Subsection 125(1) of the Act provides for a 17% deduction (the SBD) from Part I tax otherwise payable
for a taxation year by a corporation that was, throughout the taxation year, a CCPC. The 17% deduction is
provided in lieu of the general rate reduction (13% after 2011) on the applicable income which provides
for an effective incremental federal income tax deduction of only 4% of eligible income for the 2012 and
subsequent taxation years.

The income of a CCPC is eligible for deduction to the extent of the business limit provided in subsection
125(2) of the Act, which is $500,000 before adjustments and corporate group allocations. One such
adjustment to the business limit is the business limit reduction calculation in subsection 125(5.1) of the
Act. Subsection 125(5.1) effectively reduces the business limit for corporations with taxable capital
employed in Canada exceeding $10,000,000 and effectively eliminates the SBD when the taxable capital
employed in Canada exceeds $15,000,000.

Under subsection 125(5.1) of the Act, the business limit reduction is calculated by the formula
A * B/$11,250

A is the amount that would, but for this subsection, be the corporation’s business limit for the
particular year. (A = $500,000 as provided in subsection 125(2) of the Act).

B is the Part 1.3 tax liability (without any deduction under subsections 181.1(2) and 181.1(4)
of the Act) for the preceding year. For any and all corporations that WHESC is associated
with, B is comprised of WHESC’s Part 1.3 tax liability as well as the Part 1.3 tax liability
(without any deduction under subsections 181.1(2) and 181.1(4) of the Act) of each
associated corporation for the last taxation year ending in the preceding calendar year.

Part 1.3 tax is levied on corporations under section 181 of the Act; however, subsequent to the 2005
calendar year the specified percentage used in the formula ceased to be specified and hence the formula
computes a nil liability. The calculation used the taxable capital of the company reduced for the capital
deduction in subsection 181.5(1) of the Act multiplied by the specified percentage. Although this tax
liability has been eliminated after 2005, these rules are still relevant for calculation of the business limit
reduction in subsection 125(5.1) of the Act due to the modifying provisions of subsections 181.1(1.2) and
181.5(1.1) of the Act.

Subsection 181.1(1.2) of the Act is a modification for the purposes of calculating the amount to be used in
part B of the calculation above. The effect of the modification is to provide a specified percentage of
0.225% to be applied in the calculation of the Part 1.3 tax liability to be used in the formula.

The capital deduction was increased for 2004 and subsequent years to $50,000,000 in the calculation of
the actual Part 1.3 tax liability. However, subsection 181.5(1.1) of the Act provides a modification to the
capital deduction thereby reducing the capital deduction for a corporation to $10,000,000 for the purposes
of the business limit reduction under subsection 125(5.1) of the Act.
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Analysis (continued)
As an example, the expected 2012 taxation year business limit reduction for WHESC should be
approximately as follows:

A * B/$11,250 = $500,000 * [($30,000,000 - $10,000,000) x 0.225%]/$11,250
= $500,000 * 4
= 2,000,000

Where this is the case, the anticipated business limit would be as follows:

$500,000 — Business Limit Reduction = $500,000 — 2,000,000
=$0

Conclusion

As the estimated annual business limit reduction is $2,000,000 which exceeds the $500,000 business
limit, WHESC is not anticipated to benefit from the federal SBD under the current rules, absent a
significant decline in the taxable capital employed in Canada. Therefore, WHESC is expected to be
subject to the higher federal effective tax rate of 15%.

We trust that the foregoing analysis provides the information that you were looking for. However,
if you have any additional questions or if the facts are not as described above, please contact Stuart
Cottrell at 519-650-7739.

Yours very truly,

ﬂdm /(@7/(///»«/ o

Chartered Accountants
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