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Dear Ms. Walli: 
 
EB-2012-0137 - Hydro One Remote Communities Inc. 2013 Revenue Requirement and Rates 
Application – Application and Prefiled Evidence 

 
The Hydro One Remote Communities’ Application and Prefiled-Evidence seeking approval of the 2013 
revenue requirement and customer rates for the distribution and generation of electricity to be 
implemented on May 1, 2013, have been submitted using the Ontario Energy Board's Regulatory 
Electronic Submission System. The confirmation of successful submission slip is provided with this 
letter. It is also our intention to post electronic copies of the Application and supporting evidence on the 
Hydro One’s regulatory web page.   In addition, one copy is being provided for public access at Hydro 
One Remote Communities’ Service Centre at 680 Beaverhall Place, Thunder Bay, P7E 6G9. 

Hydro One Remote Communities' points of contact for service of documents associated with this 
Application are listed in Exhibit A, Tab 2, Schedule 1. 
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Susan Frank 
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ONTARIO ENERGY BOARD 1 

 2 

IN THE MATTER OF the Ontario Energy Board Act, 1998; 3 

 4 

AND IN THE MATTER OF an Application by Hydro One Remote 5 

Communities Inc. for an Order or Orders approving rates for the 6 

distribution of electricity. 7 

 8 

APPLICATION 9 

 10 

1. The Applicant is Hydro One Remote Communities Inc., a subsidiary of Hydro 11 

One Inc.  The Applicant, which will hereinafter be referred to as “Remotes”, is an 12 

Ontario corporation with its head office in Toronto.  The Applicant is an 13 

integrated generation and distribution company licensed to generate and distribute 14 

electricity within 21 isolated communities in northern Ontario.  15 

 16 

2. Remotes hereby applies to the Ontario Energy Board (the “Board”), pursuant to 17 

section 78 of the Ontario Energy Board Act, 1998, for an Order or Orders 18 

approving the 2013 revenue requirement and customer rates for the distribution 19 

and generation of electricity.   20 

 21 

3. Remotes seeks approval of a revenue requirement of $52,284 thousand for the 22 

Test Year 2013, of which $17,260 thousand is proposed to be recovered through 23 

customer rates, $514 thousand from other revenues, leaving $34,510 thousand to 24 

be recovered from Rural and Remote Rate Protection (RRRP).   25 

 26 

4. Remotes seeks approval to recover the December 31, 2013, forecast balance in the 27 

RRRP Variance Account and the forecast balance in the IFRS Transition Costs 28 

Account through RRRP rates.  These balances of $819 thousand would be added 29 
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to the $34,510 thousand for recovery from all electricity users in the grid-1 

connected part of the Province.  Remotes is requesting the $35,329 thousand in 2 

RRRP to be established effective January 1, 2013. 3 

 4 

5. Remotes seeks approval to retain the RRRP Variance Account to ensure that the 5 

business maintains its breakeven model. Remotes expects to report on this 6 

variance account annually and will request any required change in the RRRP 7 

amount for Remotes at that time.  8 

 9 

6. Remotes seeks approval of rates for residential, general service and standard A 10 

customers.   11 

  12 

7. This application seeks approval for the establishment of new geographically 13 

remote grid-connected customer rates. 14 

 15 

8. This Application also seeks approval for cost increases related to the inclusion of 16 

the geographically remote grid-connected communities of Cat Lake and 17 

Pikangikum in Remotes’ service territory.  The inclusion of new communities was 18 

identified as an upcoming cost pressure in the 2005 and 2008 submission.   19 

Agreements to include these communities in Remotes’ service territory are being 20 

discussed between the communities and Remotes, subject to approval and 21 

agreement with the federal department of Aboriginal Affairs and Northern 22 

Development Canada (“AANDC”).  Remotes intends to file a separate submission 23 

with the Board for approval to the change its service territory but the rates and 24 

specific costs to serve these community are included in this submission for the 25 

2013 Test Year.   26 

 27 

9. Remotes is a unique distributor in Ontario and is exempt from a number of the 28 

legal and regulatory requirements imposed on most distributors.  Remotes 29 
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generates electricity at diesel generating stations in certain isolated communities 1 

in the far north and distributes the electricity to customers in each community. 2 

 3 

10. The written evidence filed with the Board may be amended from time to time 4 

prior to the Board’s final decision on the Application.  Further, the Applicant may 5 

seek meetings with Board staff and intervenors in an attempt to identify and reach 6 

agreements to settle issues arising out of this Application. 7 

 8 

11. The persons affected by this Application are the ratepayers of Remotes and of 9 

RRRP.  It is impractical to set out their names and addresses because they are too 10 

numerous.  11 

 12 

12. Remotes requests that a copy of all documents filed with the Board by each party 13 

to this Application be served on the Applicant and the Applicant’s counsel as 14 

follows: 15 

 16 

a) The Applicant: 17 

 18 

 Ms Anne-Marie Reilly 19 

 Regulatory Coordinaqtor - Regulatory Affairs 20 

 Hydro One Networks Inc. 21 

 22 

 Address for personal service: 8th Floor, South Tower 23 

  483 Bay Street 24 

  Toronto, ON   M5G 2P5 25 

 26 

  27 

Mailing Address: 8th Floor, South Tower 28 

  483 Bay Street 29 

  Toronto, ON   M5G 2P5 30 

 31 

 Telephone:  (416) 345-5913 32 

 Fax: (416) 345-5866 33 

 Electronic access: RegulatoryAffairs@HydroOne.com 34 

 35 
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b) The Applicant’s counsel: 1 

 2 

 Mr. Michael Engelberg 3 

 Assistant General Counsel 4 

 Hydro One Networks Inc. 5 

  6 

 Mailing Address: 15th Floor, North Tower 7 

  483 Bay Street 8 

  Toronto, ON   M5G 2P5 9 

 M5H 3M7 10 

 11 

 Telephone: (416) 345-6305 12 

 Fax: (416) 345-6972 13 

 Electronic access: Mengelberg@HydroOne.com 14 

 15 

 16 

 17 

DATED at Toronto, Ontario, this 17 day of September, 2012. 18 

 19 

  HYDRO ONE NETWORKS INC. 20 

  By its counsel, 21 

 22 

  ORIGINAL SIGNED BY MICHAEL ENGELBERG  23 

  Michael Engelberg 24 
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SUMMARY OF APPLICATION 1 

 2 

Hydro One Remote Communities (“Remotes”) is an integrated generation and 3 

distribution company licensed to generate and distribute electricity within 21 isolated 4 

communities in northern Ontario.  Consistent with the Board’s Decision in RP-1998-5 

0001, Remotes is 100% debt-financed and is operated as a break-even company with no 6 

return on equity.   7 

 8 

This application seeks to establish a new revenue requirement for Remotes based on the 9 

business described above and on methodology and principles set out in the Board Filing 10 

Requirements for Transmission and Distribution Applications issued November 14, 2006 11 

and updated June 28, 2012.  The application is based on a forward-looking 2013 test year.    12 

 13 

Several issues have converged that are expected to change Remotes’ business and 14 

increase Remotes’ required work program over the next five years: increased 15 

development, including proposed grid connections for many communities in the far 16 

north; federal funding constraints and a focus on building northern transmission 17 

infrastructure that will delay generation upgrades within Remotes’ existing service 18 

territory; and the addition of currently grid-connected geographically remote 19 

communities to Remotes’ service territory.   20 

 21 

Taken together, these issues pose a significant transitional challenge.  The communities’ 22 

isolation means that when the generating plant reaches its capacity, no new electrical load 23 

can be connected to the distribution system.  Curtailing the connection of new houses and 24 

other community buildings can result in lower levels of customer satisfaction and a 25 

deterioration in service reliability and, if frustrated community members construct and 26 

connect unauthorized services to the distribution systems,  can pose a serious risk to 27 

public safety.   28 
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Delays to generation upgrades have and will continue to increase Remotes’ work 1 

programs as aging assets need to be maintained, repaired and replaced.  Continued high 2 

fuel prices increase the cost of generation and also increase the cost to transport staff, 3 

material and equipment.   4 

 5 

Remotes has implemented several strategies to mitigate the impact of cost pressures and 6 

improve productivity, including improved coordination of work and flights to transport 7 

staff and equipment; more competitive fuel supply contracts; improved planning and 8 

purchasing processes to maximize winter road usage; improved customer collections; and 9 

customer-focused conservation initiatives and station efficiency standards.   These efforts 10 

are ongoing and are planned to be continued in the 2013 Test Year. 11 

 12 

In 2010 the Ontario Government amended the Electricity Act, 1998 (the “Electricity 13 

Act”) to require Remotes to serve grid-connected communities in accordance with 14 

government regulation.  This change gives geographically remote communities that are 15 

currently connected to the grid and those considering a connection the option of being 16 

served by an established electricity distributor.  Two communities, Cat Lake and 17 

Pikangikum, have now requested service agreements with Remotes. This Application 18 

seeks to establish rates for geographically remote, grid-connected customers and seeks 19 

approval for the costs and revenues associated with incorporating additional customers 20 

into Remotes’ service territory. The inclusion of these communities has added 21 

approximately $3,083 thousand to revenue requirement.  Remotes intends to file a 22 

separate submission with the Board for approval to amend its Licence to include these 23 

communities in its service territory. 24 

 25 

This Application seeks to establish a new revenue requirement of $52,284 thousand, 26 

which reflects the increases in fuel and operating costs, while also incorporating the 27 
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above noted productivity improvements.  The Board of Directors of Remotes and Hydro 1 

One Inc. have approved the 2012 business plan on which this Application is based. 2 

 3 

Most of Remotes’ customers are eligible for Remote Rate Protection under Section 79 of 4 

the Ontario Energy Board Act, 1998.  O. Reg. 442/01 requires the Board to calculate 5 

Rate Protection for these customers and requires that Remotes charge rates that are not 6 

based on the cost of service.   7 

 8 

For the 2013 Test Year, Remotes is proposing to increase rates to the average customer in 9 

its service territory by 3.45%, the average increase for grid-connected customers 10 

approved by the Board in 2011.   11 

 12 

Remotes is requesting approval to increase the annual level of Rate Protection in 2013 to 13 

$34,510 thousand.  This increase is due to the increase in the required work program, 14 

increased fuel prices and the increase in number of customers.  15 

 16 

In 2003 Remotes established a balance sheet revenue variance account to track 17 

differences between its revenues and costs, the RRRP variance account.  This account is 18 

forecast to be in a deficit position by the end of 2012.  Remotes is requesting that 19 

recovery of this balance be added to the amount to be recovered through RRRP rates.  20 

Remotes is also requesting the recovery of the IFRS Transition Costs Variance Account.  21 

Together these recoveries will result in $35,329 thousand to be funded through RRRP 22 

rates.  Remotes is also requesting to retain the RRRP Variance Account to track variances 23 

between future revenues and costs.  24 

 25 

In summary, Hydro One Remote Communities is seeking the Board's approval for the 26 

following items:  27 

 28 
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• Remotes’ 2013 Test Year Revenue Requirement of $52,284 thousand ($17,260 to be 1 

collected through customer rates). 2 

• Approval of associated customer rate increase of 3.45%. 3 

• Approval to establish Rural and Remote Rate Protection to off-set the revenue 4 

requirement at $34,510 thousand as well as the forecast balance in the regulatory 5 

accounts of $819 thousand for a total RRRP for 2013 of $35,329 thousand. 6 

• Approval for new geographically remote Grid-connected customer rates. 7 

• Approval to retain the Rural and Remote Rate Protection Variance Account. 8 
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FINANCIAL SUMMARY 1 

 2 

1.0 INTRODUCTION 3 

 4 

Remotes is making this application in accordance with the requirements of the Ontario 5 

Energy Board Filing Requirements for Transmission and Distribution Applications 6 

issued November 14, 2006, and updated on June 28, 2012.  The proposed revenue 7 

requirement and rates included in this Application have been prepared on the basis of a 8 

forward-looking 2013 test year. This submission also includes information for a 2012 9 

bridge year, historical information for 2010 and 2011, and historic Board-approved 10 

information for 2009. Given that Remotes’ previous  Cost of Service rate submission was 11 

based on a 2009 test, there is a four year timing difference between test years.  This 12 

timing lag should be kept in mind when making comparisons. 13 

 14 

Remotes is proposing to recover a total revenue requirement of $52,284 thousand: 15 

$17,260 thousand from its customers (3.45% rate increase over 2012 rates) and $34,510 16 

from the Rural and Remote Rate Protection (RRRP) fund for the 2013 test year.  17 

Calculation of the revenue requirement appears in the evidence at Exhibit E1, Tab 1, 18 

Schedule 1. 19 

 20 

Remotes’ Operations, Maintenance and Administration (“OM&A”) expenditures have 21 

been determined on the basis of an examination of required work programs to ensure that 22 

appropriate and cost-effective solutions are implemented. A description of Remotes’ 23 

planning process is provided at Exhibit A, Tab 14, Schedule 1. The proposed OM&A 24 

expenditures are $44,199 thousand and include $24,067 thousand for diesel fuel required 25 

to generate electricity.  Service to the grid-connected communities of Cat Lake and 26 

Pikangikum is expected to increase Remotes’ customer base in 2013 by approximately 27 

500 customers or 14% over the December 2011 customer base of 3,533. This growth in 28 
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customers and an associated growth in the distribution maintenance work program is 1 

expected to increase OM&A costs by $3,083 thousand.  2 

 3 

The overall proposed OM&A expenditures are driven by the need to meet customer, 4 

regulatory and statutory requirements regarding service and reliability as well as to 5 

repair, maintain and replace aging assets.   These expenditures are itemized at Exhibit C2, 6 

Tab 2, Schedule 1 and discussed in written direct evidence at Exhibit C1, Tabs 1 and 2.   7 

 8 

Remotes’ proposed Rate Base of $41,090 thousand is discussed at Exhibit D1, Tab 1, 9 

Schedule 1.  10 

 11 

Remotes has calculated working capital based on the formula-based methodology 12 

described in the Board’s Filing Guidelines for Transmitters and Distributors issued June 13 

28, 2012.  The calculation of working capital, filed at Exhibit D2, Tab 4, Schedule 1, 14 

incorporates generation-related OM&A accounts as Remotes provides integrated 15 

generation and distribution services.   16 

 17 

Depreciation expense for Remotes’ submission for the 2009 revenue requirement was 18 

based on the methodology in an independent study conducted by Foster Associates in 19 

2006.  Foster Associates completed a new Depreciation Study for Remotes Communities 20 

in support of its 2012 application.  The study can be found at Exhibit C1-04-01 21 

Attachment A.  Depreciation expense $3,317 has been determined based on this study. 22 

These costs are described in written evidence at Exhibit C1, Tab 4, Schedule 1 and shown 23 

in detail in C2, Tab 5, Schedule 1.   24 

 25 

Remotes recognizes a liability for estimated future expenditures associated with the 26 

assessment and remediation of contaminated lands, based on the net present value of 27 

these estimated future expenditures.  This regulatory asset is amortized consistent with 28 
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the actual expenditures incurred each year.  Remotes forecasts assessment and 1 

remediation costs of $2,713 thousand in the 2013 Test Year.  Land Assessment and 2 

Remediation is discussed in Exhibit C1, Tab 4, Schedule 1. 3 

 4 

Remotes is 100% debt-financed, consisting of 4% deemed short-term debt and 96% long-5 

term debt. Remotes’ evidence in support of its cost of capital appears at Exhibit B1, Tab 6 

1, Schedule 1.  7 

 8 

Under the terms of the Electrification Agreements, AANDC is responsible for funding 9 

generation capital upgrades and service connections associated with load growth in the 10 

First Nations Communities served by Remotes.  Remotes is responsible for funding 11 

capital replacements, and for capital improvements not associated with load growth.  This 12 

submission reflects the costs, net of expected capital contributions from AANDC, for 13 

Remotes’ plan to invest in generation and distribution assets to meet its objectives 14 

regarding public and employee safety; environmental responsibility; regulatory and 15 

legislative compliance; and service quality and reliability.  The capital project and 16 

program approval and control policy is presented at Exhibit A, Tab 14, Schedule 2.  17 

Remotes is forecasting total capital expenditures of $6,135 thousand, net of contributed 18 

capital. Details of Remotes’ capital budget are illustrated in schedules filed at Exhibit D2, 19 

Tab 2 and discussed in detail at Exhibit D1, Tab 3. 20 

 21 

Remotes receives less than 1% of its revenues from external sources ($514 thousand in 22 

2013).  External revenues are discussed at Exhibit E3, Tab 1, Schedule 1. 23 

 24 

Rural and Remote Rate Protection for customers in Remotes' service area is currently set 25 

at $27,549 thousand per year.  Remotes is requesting to increase annual RRRP revenue 26 

subsidies to $34,510 thousand.   27 

 28 
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In accordance with standard regulatory practice, Remotes has incurred prior costs for 1 

which it is requesting approval in this submission. A total of $747 thousand is forecast to 2 

be recorded at December 31, 2012 in the Rural and Remote Rate Protection Variance 3 

Account, primarily related to increased diesel fuel costs and required maintenance. 4 

Remotes is proposing to recover the $747 thousand in the 2013 test year.  Remotes is also 5 

proposing to recover the $72 thousand balance in the IFRS Transition Costs Variance 6 

Account resulting in a RRRP amount of $35,329 thousand.  Remotes’ submission 7 

regarding these account balances and proposed disposition appears at Exhibit F1, Tab 1, 8 

Schedule 1.  9 
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SUMMARY OF REMOTES BUSINESS 1 

 2 

1.0 INTRODUCTION 3 

 4 

Remotes is an integrated generation and distribution company licensed to generate and 5 

distribute electricity within 21 isolated communities in northern Ontario (ED 2003-0037 6 

and EG-2003-0138).  A list of the communities served and a map of Remotes’ 7 

distribution service territory can be found in Exhibit A, Tab 8, Schedule 1.  Remotes is 8 

100% debt-financed and operates as a break-even business.  9 

 10 

Remotes is driven by its corporate vision, mission and business values.  Together, they 11 

provide the basis to deliver on targeted performance objectives. 12 

 13 

1.1 Corporate Vision 14 

 15 

“We will be a leading remote community generation and distribution utility measured on 16 

performance in safety, environment and customer loyalty”. 17 

 18 

1.2 Corporate Mission 19 

 20 

“We are a remote community electrical generation and distribution company focused on 21 

customer satisfaction and on using management systems to achieve operational 22 

excellence.” 23 

 24 
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1.3 Corporate Values 1 

We value: 2 

• Safe work environment 3 

• Customers and community relationships 4 

• Environmental sustainability 5 

• Consistent, fair, treatment of customers and staff 6 

• Financial responsibility and accountability 7 

• Business integrity 8 

• Employee engagement 9 

• Innovation and continuous improvement 10 

 11 

2.0 REMOTES’ BUSINESS ENVIRONMENT 12 

 13 

Remotes functions in a unique environment.  Extremely low customer densities, a harsh 14 

climate, logistical challenges related to transportation, along with the absence of an 15 

integrated transmission system and complex funding arrangements with third parties, set 16 

Remotes apart from other Ontario electricity distributors.  This unique operating 17 

environment has a profound impact on operations and costs throughout Remotes’ service 18 

area.  19 

 20 

The communities served by Remotes are isolated and are scattered across the far north of 21 

the Province.  Thirteen communities are not accessible by year-round road and can be 22 

accessed only by aircraft, winter road or, in the case of one community, by barge.  The 23 

size and isolation of Remotes' service territory also means that the transportation and 24 

accommodation of staff, fuel, and equipment is a key driver of Remotes' costs.  The use 25 

and viability of winter roads to reach these communities is a major cost variable within 26 

Remotes’ operations.  If a winter road cannot be built in a given year, fuel costs, 27 

equipment costs and overall maintenance costs increase. 28 
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Industry, government and First Nations are currently examining the potential for the 1 

development in the remote north, including the development of a transmission grid.  In 2 

2010, the Ontario Government amended the Electricity Act, 1998 (the “Electricity Act”) 3 

to require Remotes to serve grid-connected communities in accordance with government 4 

regulation.  The decision to permit Remotes to serve these customers was made to give 5 

geographically remote communities that are currently connected to the grid and those 6 

considering connecting to the grid the option of being served by an established electricity 7 

distribution company and in anticipation that these customers will qualify for rate 8 

protection if served by Remotes.  Two such communities (Cat Lake First Nation and 9 

Pikangikum First Nation) have requested service from Remotes, and Remotes is seeking 10 

to establish rates for these geographically remote grid-connected customers in this 11 

Application.  12 

 13 

Remotes inherited Ontario Hydro’s obligations to provide electricity to off-grid 14 

communities, which were originally negotiated with the federal and provincial 15 

governments.  Under these arrangements, the federal and provincial governments funded 16 

the original capital installation of facilities.  In First Nation communities, the 17 

arrangements with the federal government, through AANDC, remain in place.  These 18 

Agreements specify that Remotes is responsible for funding ongoing operation and 19 

maintenance of the system and that AANDC is responsible for funding capital related to 20 

system expansions and capital upgrades.  Remotes’ revenue requirement does not include 21 

funding for these capital projects, and Remotes does not depreciate this contributed 22 

capital.   23 

 24 

During the 1990s, AANDC devolved its responsibility for community infrastructure to 25 

First Nation communities.  AANDC now transfers funding directly to First Nations, who 26 

are responsible for administering approximately 85 percent of the Department's program 27 
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funds.  As a result of these funding arrangements, the process for capital upgrades is 1 

complex and not completely within Remotes’ control.   2 

 3 

In 2011 AANDC informed Remotes that no funding for generation upgrades was 4 

included in its 2012-2016 capital plan due to funding constraints.  In 2012, AANDC 5 

informed Remotes that the funding constraints were continuing and generation capital 6 

would not be included in the 2013-2017 capital plan.  Upgrades are currently required in 7 

three communities and are expected to be needed in seven communities over the next five 8 

years.  As a result, Remotes will not be able to connect new customers in communities 9 

where generation has reached its limits. As a result of the delays to planned upgrades, 10 

Remotes’ capital and maintenance work programs must increase in order to meet safety, 11 

environmental and reliability standards.   12 

 13 

3.0 DISTRIBUTION 14 

 15 

Remotes operates 19 isolated distribution systems to serve the 21 communities.  Within 16 

each system, Remotes is responsible for transformation, voltage regulation, delivery and 17 

metering of power.  Because the communities are far from each other, the distribution 18 

systems are isolated, distinct and stand-alone.  These distribution systems operate at 19 

distribution voltages ranging from 4.8 kV to 25 kV. 20 

 21 

The fixed distribution assets in service include approximately 233 kilometers of line and 22 

transformers distributed throughout the system, which are used for voltage 23 

transformation.  Billing meters are used to measure energy consumption at customer 24 

supply points. 25 

26 
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4.0 GENERATION 1 

 2 

Due to the lack of grid connection, Remotes is a generator of electricity to meet its 3 

obligations under section 29 of the Electricity Act. Diesel generation is currently the 4 

prime source of electricity within the communities.  Remotes also owns and operates two 5 

run-of-the-river mini-hydroelectric generating facilities and has four demonstration 6 

project windmills.  The feasibility of using further renewable technologies is continually 7 

examined as new technologies evolve, but diesel is currently the most reliable and cost-8 

effective technology.   9 

 10 

There are presently 57 diesel generators in service, ranging in size from 65kW to 11 

1250kW.  Most stations have three generators, sized to meet community load at different 12 

times of the day.  Automated operation ensures that the generation units are run to 13 

maximize fuel efficiency by matching the generator size to the community load. 14 

Depending on electrical demand, Remotes handles 14 to 17 million litres of diesel fuel 15 

each year.  16 

 17 

5.0 ENVIRONMENTAL MANAGEMENT SYSTEM 18 

 19 

Remotes developed an Environmental Management System (“EMS”) in 1999 to help 20 

address a history of spills and to improve environmental performance.  In the course of 21 

developing and implementing the EMS, Remotes has transformed itself into an 22 

environmental leader, recognized provincially and nationally for its environmental 23 

record.  In 2001, Remotes was awarded the Canadian Council of Ministers of the 24 

Environment National Pollution Prevention award for small business in Canada.  In 2002, 25 

Remotes achieved ISO 14001 registration of its EMS.  This international registration is in 26 

addition to the significant environmental improvements achieved since implementing the 27 

EMS.  28 
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Remotes has achieved operating efficiency improvements through installation of 1 

automated Programmable Logic Controller (“PLC”) controls, Supervisory Control and 2 

Data Acquisition (“SCADA”) systems, upgraded engines and redesigned generating and 3 

fuel-handling software to support its PLC programs, all of which have resulted in 4 

improved efficiency, reduced use of diesel fuel and lower atmospheric emissions.   5 

 6 

In 2003, Remotes developed and adopted an Emission Reduction Strategy and submitted 7 

an application and Action Plan for Reducing Greenhouse Gases to the Environment 8 

Canada Voluntary Challenge Registry (now known as “Clean Start”).  Remotes’ 2003 9 

report received the “Best New Submission” award; and since then, each annual 10 

submission has been awarded "Gold Champion" status.   11 

 12 

6.0 GOVERNMENT REGULATION AND REMOTE COMMUNITY RATES 13 

 14 

Remotes serves approximately 3,500 customers. Most customers within Remotes pay 15 

rates below the cost of service.  Historically, rates for these Residential and General 16 

Service customers have been financially supported through a cross-subsidy from 17 

government customers within Remotes who historically have paid rates above cost 18 

(Standard A Rates), also through capital contributions and Remote Rate Protection 19 

(RRP).  RRP funding is currently set at $27,549 thousand per year.  This amount is 20 

funded through a $0.0011/kWh charge to all grid-connected customers in Ontario that is 21 

set by the Ontario Energy Board to fund rate protection in rural and remote areas of the 22 

province.   23 

 24 

O. Reg 442/01, the provincial regulation under the Ontario Energy Board Act, 1998, that 25 

also established RRRP, sets out two broad categories of customers in Remotes: 26 

• Customers who receive Rural and Remote Rate Protection (“Residential and 27 

General Service” customers); and 28 
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• Customers occupying Government premises, defined as customers who receive 1 

direct or indirect funding from government (“Standard A” customers). 2 

 3 

Rates for Remotes' current customers are shown in Exhibit G1, Tab 1, Schedule 1. 4 
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NOTICES OF MOTION 1 

To be filed when available. 2 

 3 
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COMPLIANCE WITH LICENCE AND OEB FILING 1 

REQUIREMENTS FOR ELECTRICITY DISTRIBUTORS 2 

 3 

1.0 INTRODUCTION 4 

 5 

This Application by Remotes is substantially consistent with the requirements of the 2006 6 

Electricity Distribution Rate Handbook (“the Handbook”) issued by the Board on May 7 

11, 2005 and with the Filing Requirements for Transmission and Distribution 8 

Applications (the “Filing Requirements”) issued by the Board on November 14, 2006 and 9 

revised on June 28, 2012.   10 

 11 

Hydro One Remotes Distribution Application follows the format used in the previous 12 

Distribution Rates proceeding, which was well received by the Board and intervenors, 13 

and incorporates improvements made to the filing format.  Remotes’ Application satisfies 14 

the Filing Requirements and Handbook requirements except where it was not practical or 15 

appropriate to do so based on previous comments and direction from the Board, or as a 16 

result of specific government regulation. 17 

 18 

1.1 Compliance with Licence 19 

 20 

Exemptions from the Electricity Act, 1998 21 

 22 

Remotes is exempt from the following sections of the Electricity Act, 1998:  23 

• Subsection 26(1), non-discriminatory access 24 

• Subsection 26(3), to the extent that a contract entered into by Ontario Hydro contains 25 

liabilities, rights or obligations that have been transferred to Remotes 26 

• Section 28, distributor’s obligation to connect. 27 

 28 

 29 
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Exemptions from the Ontario Energy Board Act, 1998 1 

 2 

Remotes is exempt from the following sections of the Ontario Energy Board Act, 1998: 3 

• Section 70(2)(e), specifying methods or techniques to be applied in determining the 4 

licensee’s rates 5 

• Section 71, restriction on business activity 6 

• Section 79.1, payments by consumers 7 

• Section 79.2 payments by IESO to consumers 8 

• Section 80, prohibition, generation by transmitters or distributors 9 

• Section 81, prohibition, transmission or distribution by generators 10 

 11 

None of Remotes’ customers is prescribed under Sections 78(3.1) or 79.16 under the 12 

Ontario Energy Board Act, 1998. 13 

 14 

Exemptions from Licence Conditions 15 

 16 

Remotes is exempt from the entire Standard Supply Service Code and the entire Retail 17 

Settlement Code, per Schedule 3 of its Distribution Licence ED-2003-0037 filed at 18 

Exhibit A, Tab 7, Schedule 1, Attachment 1.   19 

 20 

2.0 COMPLIANCE WITH LICENCE AND OEB FILING REQUIREMENTS  21 

 22 

Most of Remotes’ customers are eligible for Remote Rate Protection under Section 79 of 23 

the Ontario Energy Board Act, 1998.  O. Reg. 442/01 under that statute requires the 24 

Board to calculate Rate Protection for these customers.  This legislation requires that 25 

Remotes charge rates that are not based on the cost of service.  In view of this legislative 26 

requirement, Remotes did not undertake a cost allocation study as required by Board 27 

guidelines prior to filing this application.  A cost allocation study requires substantial 28 
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effort and would have provided no benefit, as customers cannot be charged the cost of 1 

supplying power to them without changes to the legislation.   2 

 3 

Remotes provides both generation and distribution services outside of the competitive 4 

market.  Its rates and revenue requirement include both of these cost categories.  5 

Accordingly, information on all of Remotes’ activities are included to ensure that 6 

generation and distribution costs can be examined in this proceeding.  7 

 8 

The filing requirements indicate that a forward test-year methodology is to be utilized 9 

when a distributor is seeking the Board’s approval for rebasing its rates.  Remotes’ 10 

Application has been filed using a forward test year and provides three years of historical 11 

data.  As such, this Application includes written evidence and supporting schedules for 12 

the following:  13 

• 2013 test year; 14 

• 2012 bridge year; 15 

• 2009, 2010 and 2011 historical years; 16 

• 2009 Board-approved historical year. 17 

 18 

3.0 RATE BASE 19 

The Filing Requirements, past direction from the Board, and a number of specific 20 

government regulations influence the determination of Remotes’ rate base and associated 21 

capital costs, as well as influencing the rate base information provided in the Application. 22 

 23 

3.1 Depreciation Rates  24 

 25 

Remotes 2013 Revenue Requirement includes the impact of newly proposed depreciation 26 

and amortization rates based on a new depreciation study conducted in 2011 by Foster 27 

Associates, found in Exhibit C1, Tab 4, Schedule 1. 28 
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3.2 Working Capital Allowance 1 

 2 

Remotes’ calculation for working capital is consistent with the formula described in the 3 

2006 Electricity Distribution Rate Handbook and is filed in Exhibit D2, Tab 4, Schedule 4 

1. 5 

 6 

3.3 Interest Rates for Construction Work in Progress  7 

 8 

The interest rate used for construction work in progress (CWIP) reflects the adoption of 9 

United States generally accepted accounting principles (US GAAP) per the Board’s 10 

decision in EB-2011-0427. Under US GAAP, a utility capitalizes interest on qualifying 11 

capital programs and projects using its effective rate of its outstanding debt used to 12 

finance the capital expenditures made, unless the regulator requires the use of a specific 13 

allowance for funds used during construction rate (AFUDC). Consistent with its 14 

decisions in EB-2008-0408, effective January 1, 2012, no AFUDC is specified for use by 15 

Remotes. Prior to 2012, an AFUDC was prescribed that the interest rate to use for CWIP 16 

would be the Scotia Capital All-Corporate Mid-Term Yield, as published on the Bank of 17 

Canada website and updated quarterly.  As a result, 2009 to 2011 historical years reflect 18 

the average quarterly prescribed interest rate.  The construction work in progress 19 

evidence for the historical years, bridge year, and test year is filed in Exhibit D2, Tab 3, 20 

Schedule 3.  21 

 22 

3.4 Capital Projects and Programs  23 

 24 

Details for all capital projects and programs that exceed $261 thousand in net capital 25 

costs (0.5% of revenue requirement) are provided in Investment Justification Documents 26 

(IJDs).  The IJDs for these projects and programs are filed at Exhibit D2, Tab 2, 27 

Schedule 3. 28 
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 1 

3.5 In-Service Additions 2 

 3 

Remotes continues to plan, manage and perform its internal and external reporting on a 4 

work basis using its general ledger accounts, as these are reflective of the way in which 5 

Remotes manages its operations.  A schedule showing in-service additions by OEB-6 

specified USofA accounts for 2013 test year, 2012 bridge year and 2009- 2011 historical 7 

years is filed in Exhibit D2, Tab 2, Schedule 4.  8 

 9 

4.0  COST OF CAPITAL 10 

 11 

Remotes’ cost of capital is based on a 100% debt financing structure, consistent with the 12 

Board’s Decision in RP-1999-001.  As Remotes operates as a break-even company, it 13 

does not plan to seek a return on capital.   14 

 15 

5.0 OPERATING (OM&A) COST OF SERVICE 16 

 17 

Remotes’ OM&A evidence has been filed on a USofA basis.  Information for the 2013 18 

test year, 2012 bridge year, and 2011 historical year is filed at Exhibit C2, Tab 2, 19 

Schedule 1. 20 

 21 

6.0 OPERATING REVENUE AND REVENUE SUFFICIENCY/DEFICIENCY 22 

 23 

The revenue sufficiency/deficiency for 2013 Remotes is shown through the calculation of 24 

the annual RRRP, in exhibit G1, Tab 1, Schedule 3.    25 
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DISTRIBUTION AND GENERATION LICENCE 1 

 2 

The Ontario Energy Board Act requires any entity that distributes electricity to obtain a 3 

Distribution licence and any entity that generates electricity to obtain a Generation 4 

license.  The Hydro One Remote Communities Inc.’s distribution licence (Attachment 1) 5 

and generation license (Attachment 2) are filed as attachments to this exhibit. The 6 

licences identify Remotes’ service territory and generation facilities, and address various 7 

obligations, such as the obligation to comply with codes, legislation, regulation and 8 

market rules and to maintain system integrity.  9 

 10 

The Company confirms that, as with all its licences, its Distribution and Generation 11 

licences are being complied with in all material respects and are in good standing. 12 
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1 

 
1 Definitions 

In this Licence: 

“Accounting Procedures Handbook” means the handbook, approved by the Board which 
specifies the accounting records, accounting principles and accounting separation standards 
to be followed by the Licensee; 

?Act@ means the Ontario Energy Board Act, 1998, S.O. 1998, c. 15, Schedule B; 

“Affiliate Relationships Code for Electricity Distributors and Transmitters” means the 
code, approved by the Board which, among other things, establishes the standards and 
conditions for the interaction between electricity distributors or transmitters and their 
respective affiliated companies; 

“distribution services” means services related to the distribution of electricity and the 
services the Board has required distributors to carry out, including the sales of electricity to 
consumers under section 29 of the Act, for which a charge or rate has been established in 
the Rate Order; 

“Distribution System Code” means the code approved by the Board which, among other 
things, establishes the obligations of the distributor with respect to the services and terms of 
service to be offered to customers and retailers and provides minimum, technical operating 
standards of distribution systems; 

?Electricity Act@ means the Electricity Act, 1998, S.O. 1998, c. 15, Schedule A; 

“Licensee” means Hydro One Remote Communities Inc. 

“Market Rules” means the rules made under section 32 of the Electricity Act; 

“Performance Standards” means the performance targets for the distribution and 
connection activities of the Licensee as established by the Board in accordance with section 
83 of the Act; 

“Rate Order” means an Order or Orders of the Board establishing rates the Licensee is 
permitted to charge; 

?regulation@ means a regulation made under the Act or the Electricity Act; 

“Retail Settlement Code” means the code approved by the Board which, among other 
things, establishes a distributor’s obligations and responsibilities associated with financial 
settlement among retailers and consumers and provides for tracking and facilitating 
consumer transfers among competitive retailers; 

“service area” with respect to a distributor, means the area in which the distributor is 
authorized by its licence to distribute electricity; 
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“Standard Supply Service Code” means the code approved by the Board which, among 
other things, establishes the minimum conditions that a distributor must meet in carrying out 
its obligations to sell electricity under section 29 of the Electricity Act; 

2 Interpretation 

2.1 In this Licence, words and phrases shall have the meaning ascribed to them in the Act or the 
Electricity Act.  Words or phrases importing the singular shall include the plural and vice versa.  
Headings are for convenience only and shall not affect the interpretation of the Licence.  Any 
reference to a document or a provision of a document includes an amendment or supplement to, 
or a replacement of, that document or that provision of that document.  In the computation of time 
under this Licence, where there is a reference to a number of days between two events, they 
shall be counted by excluding the day on which the first event happens and including the day on 
which the second event happens and where the time for doing an act expires on a holiday, the 
act may be done on the next day that is not a holiday. 

3 Authorization 

3.1 The Licensee is authorized, under Part V of the Act and subject to the terms and conditions set 
out in this Licence: 

a) to own and operate a distribution system in the service area described in Schedule 1 of 
this Licence; and 

b) to retail electricity for the purposes of fulfilling its obligation under section 29 of the 
Electricity Act in the manner specified in Schedule 2 of this Licence. 

4 Obligation to Comply with Legislation, Regulations and Market Rules 

4.1 The Licensee shall comply with all applicable provisions of the Act and the Electricity Act and 
regulations under these Acts, except where the Licensee has been exempted from such 
compliance by regulation. 

4.2 The Licensee shall comply with all applicable Market Rules.  

5 Obligation to Comply with Codes 

5.1 The Licensee shall at all times comply with the following Codes (collectively the “Codes”) 
approved by the Board, except where the Licensee has been specifically exempted from such 
compliance by the Board. Any exemptions granted to the licensee are set out in Schedule 3 of 
this Licence.  The following Codes apply to this Licence: 

a) the Affiliate Relationships Code for Electricity Distributors and Transmitters; and 

b) the Distribution System Code. 

5.2 The Licensee shall: 

a) make a copy of the Codes available for inspection by members of the public at its head 
office and regional offices during normal business hours; and 
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b) provide a copy of the Codes to any person who requests it. The Licensee may impose a 
fair and reasonable charge for the cost of providing copies. 

6 Obligation to Sell Electricity 

6.1 The Licensee shall fulfill its obligation under section 29 of the Electricity Act to sell electricity in 
accordance with the requirements established in the Licensee’s Rate Order as approved by the 
Board. 

7 Obligation to Maintain System Integrity 

7.1 The Licensee shall maintain its distribution system in accordance with the standards established 
in the Distribution System Code and Market Rules, and have regard to any other recognized 
industry operating or planning standards adopted by the Board. 

8 Market Power Mitigation Rebates 

8.1 The Licensee shall comply with the pass through of Ontario Power Generation rebate conditions 
set out in Appendix A of this Licence. 

9 Distribution Rates 

9.1 The Licensee shall not charge for connection to the distribution system, the distribution of 
electricity or the retailing of electricity to meet its obligation under section 29 of the Electricity Act 
except in accordance with a Rate Order of the Board. 

10 Separation of Business Activities 

10.1 The Licensee shall keep financial records associated with distributing electricity separate from its 
financial records associated with transmitting electricity or other activities in accordance with the 
Accounting Procedures Handbook and as otherwise required by the Board. 

11 Expansion of Distribution System 

11.1 The Licensee shall not construct, expand or reinforce an electricity distribution system or make an 
interconnection except in accordance with the Act and Regulations, the Distribution System Code 
and applicable provisions of the Market Rules. 

11.2 In order to ensure and maintain system integrity or reliable and adequate capacity and supply of 
electricity, the Board may order the Licensee to expand or reinforce its distribution system in 
accordance with Market Rules and the Distribution System Code, or in such a manner as the 
Board may determine. 

12 Provision of Information to the Board 

12.1 The Licensee shall maintain records of and provide, in the manner and form determined by the 
Board, such information as the Board may require from time to time. 

12.2 Without limiting the generality of paragraph 14.1, the Licensee shall notify the Board of any 
material change in circumstances that adversely affects or is likely to adversely affect the 
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business, operations or assets of the Licensee as soon as practicable, but in any event no more 
than twenty (20) days past the date upon which such change occurs. 

13 Restrictions on Provision of Information 

13.1 The Licensee shall not use information regarding a consumer, retailer, wholesaler or generator 
obtained for one purpose for any other purpose without the written consent of the consumer, 
retailer, wholesaler or generator. 

13.2 The Licensee shall not disclose information regarding a consumer, retailer, wholesaler or 
generator to any other party without the written consent of the consumer, retailer, wholesaler or 
generator, except where such information is required to be disclosed: 

a) to comply with any legislative or regulatory requirements, including the conditions of this 
Licence; 

b) for billing, settlement or market operations purposes; 

c) for law enforcement purposes; or 

d) to a debt collection, band council or government agency for the processing of past due 
accounts of the consumer or generator. 

13.3 The Licensee may disclose information regarding consumers, retailers, wholesalers or generators 
where the information has been sufficiently aggregated such that their particular information 
cannot reasonably be identified. 

13.4 The Licensee shall inform consumers, retailers, wholesalers and generators of the conditions 
under which their information may be released to a third party without their consent. 

13.5 If the Licensee discloses information under this section, the Licensee shall ensure that the 
information provided will not be used for any other purpose except the purpose for which it was 
disclosed. 

14 Customer Complaint and Dispute Resolution 

14.1 The Licensee shall: 

a) have a process for resolving disputes with customers that deals with disputes in a fair, 
reasonable and timely manner; 

b) publish information which will make its customers aware of and help them to use its 
dispute resolution process; 

c) make a copy of the dispute resolution process available for inspection by members of the 
public at each of the Licensee’s premises during normal business hours; 

d) give or send free of charge a copy of the process to any person who reasonably requests 
it; and 
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e) subscribe to and refer unresolved complaints to an independent third party complaints 
resolution service provider selected by the Board. This condition will become effective on 
a date to be determined by the Board. The Board will provide reasonable notice to the 
Licensee of the date this condition becomes effective. 

15 Term of Licence 

15.1 This Licence shall take effect on December 24, 2003 and expire on December 23, 2023.  The 
term of this Licence may be extended by the Board. 

16 Fees and Assessments 

16.1 The Licensee shall pay all fees charged and amounts assessed by the Board. 

17 Communication 

17.1 The Licensee shall designate a person that will act as a primary contact with the Board on 
matters related to this Licence. The Licensee shall notify the Board promptly should the contact 
details change. 

17.2 All official communication relating to this Licence shall be in writing. 

17.3 All written communication is to be regarded as having been given by the sender and received by 
the addressee: 

a) when delivered in person to the addressee by hand, by registered mail or by courier; 

b) ten (10) business days after the date of posting if the communication is sent by regular 
mail; and 

c) when received by facsimile transmission by the addressee, according to the sender=s 
transmission report. 

18 Copies of the Licence 

18.1 The Licensee shall: 

a) make a copy of this Licence available for inspection by members of the public at its head 
office and regional offices during normal business hours; and 

b) provide a copy of this Licence to any person who requests it. The Licensee may impose a 
fair and reasonable charge for the cost of providing copies. 
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SCHEDULE 1  DEFINITION OF DISTRIBUTION SERVICE AREA 
 
 
This Schedule specifies the area in which the Licensee is authorized to distribute and sell electricity in 
accordance with paragraph 6.1 of this Licence. 
 
1. Armstrong 
2 Bearskin Lake 
3. Big Trout Lake 
4. Biscotasing 
5. Collins 
6. Deer Lake 
7. Fort Severn 
8 Gull Bay 
9 Hillsport 
10. Kasabonika Lake 
11. Kingfisher Lake 
12. Landsdowne House 
13. Oba 
14. Sachigo Lake 
15. Sandy Lake 
16. Sultan 
17. Wapakeka 
18. Weagamow 
19. Webequie 
20 Whitesand 
21 Marten Falls (operated by the Licensee, owned by Marten Falls First Nation) 
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SCHEDULE 2  PROVISION OF STANDARD SUPPLY SERVICE 
 
This Schedule specifies the manner in which the Licensee is authorized to retail electricity for the 
purposes of fulfilling its obligation under section 29 of the Electricity Act. 
 

The Licensee is authorized to retail electricity directly to consumers within its service area in 
accordance with paragraph 6.1 of this Licence, any applicable exemptions to this Licence, and at the 
rates set out in the Rate Orders. 
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SCHEDULE 3  LIST OF CODE EXEMPTIONS 
 
This Schedule specifies any specific Code requirements that are not applicable to the Licensee.  
 
1. The entire Retail Settlement Code 
 
2. The entire Standard Supply Service Code 
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1. 

2. 

APPENDIX A   
 
MARKET POWER MITIGATION REBATES 
 

Definitions and Interpretations 

In this Licence 

“embedded distributor” means a distributor who is not a market participant and to whom a host 
distributor distributes electricity; 

“embedded generator” means a generator who is not a market participant and whose generation 
facility is connected to a distribution system of a distributor, but does not include a generator who 
consumes more electricity than it generates; 

“host distributor” means a distributor who is a market participant and who distributes electricity to 
another distributor who is not a market participant. 

In this Licence, a reference to the payment of a rebate amount by the IESO includes interim 
payments made by the IESO. 

 

Information Given to IESO 

 a Prior to the payment of a rebate amount by the IESO to a distributor, the distributor shall provide 
the IESO, in the form specified by the IESO and before the expiry of the period specified by the 
IESO, with information in respect of the volumes of electricity withdrawn by the distributor from 
the IESO-controlled grid during the rebate period and distributed by the distributor in the 
distributor’s service area to: 

 
i consumers served by a retailer where a service transaction request as defined in the Retail 

Settlement Code has been implemented; and 
 
ii consumers other than consumers referred to in clause (i) who are not receiving the fixed 

price under sections 79.4, 79.5 and 79.16 of the Ontario Energy Board Act, 1998. 
 

 b Prior to the payment of a rebate amount by the IESO to a distributor which relates to electricity 
consumed in the service area of an embedded distributor, the embedded distributor shall provide 
the host distributor, in the form specified by the IESO and before the expiry of the period specified 
in the Retail Settlement Code, with the volumes of electricity distributed during the rebate period 
by the embedded distributor’s host distributor to the embedded distributor net of any electricity 
distributed to the embedded distributor which is attributable to embedded generation and 
distributed by the embedded distributor in the embedded distributor’s service area to:  
 
i consumers served by a retailer where a service transaction request as defined in the Retail 

Settlement Code has been implemented; and 
 
ii consumers other than consumers referred to in clause (i) who are not receiving the fixed 

price under sections 79.4, 79.5 and 79.16 of the Ontario Energy Board Act, 1998. 
 
 c Prior to the payment of a rebate amount by the IESO to a distributor which relates to electricity 
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consumed in the service area of an embedded distributor, the host distributor shall provide the 
IESO, in the form specified by the IESO and before the expiry of the period specified by the 
IESO, with the information provided to the host distributor by the embedded distributor in 
accordance with section 2. 
 
The IESO may issue instructions or directions providing for any information to be given under this 
section. The IESO shall rely on the information provided to it by distributors and there shall be no 
opportunity to correct any such information or provide any additional information and all amounts 
paid shall be final and binding and not subject to any adjustment. 
 
For the purposes of attributing electricity distributed to an embedded distributor to embedded 
generation, the volume of electricity distributed by a host distributor to an embedded distributor 
shall be deemed to consist of electricity withdrawn from the IESO-controlled grid or supplied to 
the host distributor by an embedded generator in the same proportion as the total volume of 
electricity withdrawn from the IESO-controlled grid by the distributor in the rebate period bears to 
the total volume of electricity supplied to the distributor by embedded generators during the 
rebate period. 

 
 

3. Pass Through of Rebate 
 

 
A distributor shall promptly pass through, with the next regular bill or settlement statement after 
the rebate amount is received, any rebate received from the IESO, together with interest at the 
Prime Rate, calculated and accrued daily, on such amount from the date of receipt, to:  
 
a retailers who serve one or more consumers in the distributor’s service area where a service 

transaction request as defined in the Retail Settlement Code has been implemented; 
 
b consumers who are not receiving the fixed price under sections 79.4, 79.5 and 79.16 of the 

Ontario Energy Board Act, 1998 and who are not served by a retailer where a service 
transaction request as defined in the Retail Settlement Code has been implemented; and 

 
c embedded distributors to whom the distributor distributes electricity. 

 
 

The amounts paid out to the recipients listed above shall be based on energy consumed and 
calculated in accordance with the rules set out in the Retail Settlement Code. These payments 
may be made by way of set off at the option of the distributor. 

 
If requested in writing by OPGI, the distributor shall ensure that all rebates are identified as 
coming from OPGI in the following form on or with each applicable bill or settlement statement: 

 
“ONTARIO POWER GENERATION INC. rebate” 

 
Any rebate amount which cannot be distributed as provided above or which is returned by a 
retailer to the distributor in accordance with its licence shall be promptly returned to the host 
distributor or IESO as applicable, together with interest at the Prime Rate, calculated and accrued 
daily, on such amount from the date of receipt. 
 
Nothing shall preclude an agreement whereby a consumer assigns the benefit of a rebate 
payment to a retailer or another party. 
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Pending pass-through or return to the IESO of any rebate received, the distributor shall hold the 
funds received in trust for the beneficiaries thereof in a segregated account. 
 

ONTARIO POWER GENERATION INC. REBATES 
 
For the payments that relate to the period from May 1, 2006 to April 30, 2009, the rules set out below 
shall apply. 
 
1. Definitions and Interpretations 

In this Licence 

“embedded distributor” means a distributor who is not a market participant and to whom a host 
distributor distributes electricity; 

“embedded generator” means a generator who is not a market participant and whose generation 
facility is connected to a distribution system of a distributor, but does not include a generator who 
consumes more electricity than it generates; 

“host distributor” means a distributor who is a market participant and who distributes electricity to 
another distributor who is not a market participant. 

In this Licence, a reference to the payment of a rebate amount by the IESO includes interim 
payments made by the IESO. 

 

2. Information Given to IESO

 a Prior to the payment of a rebate amount by the IESO to a distributor, the distributor shall provide 
the IESO, in the form specified by the IESO and before the expiry of the period specified by the 
IESO, with information in respect of the volumes of electricity withdrawn by the distributor from 
the IESO-controlled grid during the rebate period and distributed by the distributor in the 
distributor’s service area to: 

 
i consumers served by a retailer where a service transaction request as defined in the Retail 

Settlement Code has been implemented and the consumer is not receiving the prices 
established under sections 79.4, 79.5 and 79.16 of the Ontario Energy Board Act, 1998; and 

 
ii consumers other than consumers referred to in clause (i) who are not receiving the fixed 

price under sections 79.4, 79.5 and 79.16 of the Ontario Energy Board Act, 1998. 
 

 b Prior to the payment of a rebate amount by the IESO to a distributor which relates to electricity 
consumed in the service area of an embedded distributor, the embedded distributor shall provide 
the host distributor, in the form specified by the IESO and before the expiry of the period specified 
in the Retail Settlement Code, with the volumes of electricity distributed during the rebate period 
by the embedded distributor’s host distributor to the embedded distributor net of any electricity 
distributed to the embedded distributor which is attributable to embedded generation and 
distributed by the embedded distributor in the embedded distributor’s service area to:  
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i consumers served by a retailer where a service transaction request as defined in the Retail 
Settlement Code has been implemented; and 

 
ii consumers other than consumers referred to in clause (i) who are not receiving the fixed 

price under sections 79.4, 79.5 and 79.16 of the Ontario Energy Board Act, 1998. 
 
 c Prior to the payment of a rebate amount by the IESO to a distributor which relates to electricity 

consumed in the service area of an embedded distributor, the host distributor shall provide the 
IESO, in the form specified by the IESO and before the expiry of the period specified by the 
IESO, with the information provided to the host distributor by the embedded distributor in 
accordance with section 2. 
 
The IESO may issue instructions or directions providing for any information to be given under this 
section. The IESO shall rely on the information provided to it by distributors and there shall be no 
opportunity to correct any such information or provide any additional information and all amounts 
paid shall be final and binding and not subject to any adjustment. 
 
For the purposes of attributing electricity distributed to an embedded distributor to embedded 
generation, the volume of electricity distributed by a host distributor to an embedded distributor 
shall be deemed to consist of electricity withdrawn from the IESO-controlled grid or supplied to 
the host distributor by an embedded generator in the same proportion as the total volume of 
electricity withdrawn from the IESO-controlled grid by the distributor in the rebate period bears to 
the total volume of electricity supplied to the distributor by embedded generators during the 
rebate period. 

 
 

3. Pass Through of Rebate 
 

A distributor shall promptly pass through, with the next regular bill or settlement statement after 
the rebate amount is received, any rebate received from the IESO, together with interest at the 
Prime Rate, calculated and accrued daily, on such amount from the date of receipt, to:  
 
a retailers who serve one or more consumers in the distributor’s service area where a service 

transaction request as defined in the Retail Settlement Code has been implemented and the 
consumer is not receiving the prices established under sections 79.4, 79.5 and 79.16 of the 
Ontario Energy Board Act, 1998; 

 
b consumers who are not receiving the fixed price under sections 79.4, 79.5 and 79.16 of the 

Ontario Energy Board Act, 1998 and who are not served by a retailer where a service 
transaction request as defined in the Retail Settlement Code has been implemented; and 

 
c embedded distributors to whom the distributor distributes electricity. 

 
 

The amounts paid out to the recipients listed above shall be based on energy consumed and 
calculated in accordance with the rules set out in the Retail Settlement Code. These payments 
may be made by way of set off at the option of the distributor. 

 
If requested in writing by OPGI, the distributor shall ensure that all rebates are identified as 
coming from OPGI in the following form on or with each applicable bill or settlement statement: 

 
“ONTARIO POWER GENERATION INC. rebate” 
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Any rebate amount which cannot be distributed as provided above or which is returned by a 
retailer to the distributor in accordance with its licence shall be promptly returned to the host 
distributor or IESO as applicable, together with interest at the Prime Rate, calculated and accrued 
daily, on such amount from the date of receipt. 
 
Nothing shall preclude an agreement whereby a consumer assigns the benefit of a rebate 
payment to a retailer or another party. 

 
Pending pass-through or return to the IESO of any rebate received, the distributor shall hold the 
funds received in trust for the beneficiaries thereof in a segregated account. 
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1

1 Definitions

2

In this Licence:

3

“Act” means theOntario Energy Board Act, 1998, S.O. 1998, c. 15, Schedule B;

4

“Electricity Act” means theElectricity Act, 1998, S.O. 1998, c. 15, Schedule A;

5

“generation facility” means a facility for generating electricity or providing ancillary
services, other than ancillary services provided by a transmitter or distributor through th
operation of a transmission or distribution system and includes any structures, equipme
or other things used for that purpose;

6

“Licensee” means: Hydro One Remote Communities Inc.;

7

“regulation” means a regulation made under the Act or the Electricity Act;

8

2 Interpretation

9

2.1 In this Licence words and phrases shall have the meaning ascribed to them in the Act or the Electric
Act. Words or phrases importing the singular shall include the plural and vice versa. Headings ar
for convenience only and shall not affect the interpretation of the licence. Any reference to a
document or a provision of a document includes an amendment or supplement to, or a replaceme
of, that document or that provision of that document. In the computation of time under this licence
where there is a reference to a number of days between two events, they shall be counted by exclud
the day on which the first event happens and including the day on which the second event happe
and where the time for doing an act expires on a holiday, the act may be done on the next day.

10

3 Authorization

11

3.1 The Licensee is authorized, under Part V of the Act and subject to the terms and conditions set o
in the Licence:

12

a) to generate electricity or provide ancillary services for sale through the IMO-administered
markets or directly to another person subject to the conditions set out in this Licence. This
Licence authorizes the Licensee only in respect of those facilities set out in Schedule 1;

13

b) to purchase electricity or ancillary services in the IMO-administered markets or directly
from a generator subject to the conditions set out in this Licence; and
DocID: OEB: 12V9K-0
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c) to sell electricity or ancillary services through the IMO-administered markets or directly to
another person, other than a consumer, subject to the conditions set out in this Licence

15

4 Obligation to Comply with Legislation, Regulations and Market Rules

16

4.1 The Licensee shall comply with all applicable provisions of the Act and the Electricity Act, and
regulations under these Acts, except where the Licensee has been exempted from such complia
by regulation.

17

4.2 The Licensee shall comply with all applicable Market Rules.

18

5 Obligation to Maintain System Integrity

19

5.1 Where the IMO has identified, pursuant to the conditions of its licence and the Market Rules, tha
it is necessary for purposes of maintaining the reliability and security of the IMO-controlled grid
for the Licensee to provide energy or ancillary services, the IMO may require the Licensee to ente
into an agreement for the supply of energy or such services.

20

5.2 Where an agreement is entered into in accordance with paragraph 5.1, it shall comply with the
applicable provisions of the Market Rules or such other conditions as the Board may consider
reasonable. The agreement shall be subject to approval by the Board prior to its implementatio
Unresolved disputes relating to the terms of the Agreement, the interpretation of the Agreement,
amendment of the Agreement, may be determined by the Board.

21

6 Restrictions on Certain Business Activities

22

6.1 Neither the Licensee, nor an affiliate of the Licensee shall acquire an interest in a transmission
distribution system in Ontario, construct a transmission or distribution system in Ontario or purchas
shares of a corporation that owns a transmission or distribution system in Ontario except in
accordance with section 81 of the Act.

23

7 Provision of Information to the Board

24

7.1 The Licensee shall maintain records of and provide, in the manner and form determined by the
Board, such information as the Board may require from time to time.

25

7.2 Without limiting the generality of paragraph 7.1 the Licensee shall notify the Board of any materia
change in circumstances that adversely affects or is likely to adversely affect the business, operatio
or assets of the Licensee, as soon as practicable, but in any event no more than twenty (20) da
past the date upon which such change occurs.
DocID: OEB: 12V9K-0
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8 Term of Licence

27

8.1 This Licence is effective on October 20, 2003 and shall expire on October 19, 2023. The term o
this Licence may be extended by the Board.

28

9 Fees and Assessment

29

9.1 The Licensee shall pay all fees charged and amounts assessed by the Board.

30

10 Communication

31

10.1 The Licensee shall designate a person that will act as a primary contact with the Board on matte
related to this Licence. The Licensee shall notify the Board promptly should the contact details
change.

32

10.2 All official communication relating to this Licence shall be in writing.

33

10.3 All written communication is to be regarded as having been given by the sender and received b
the addressee:

34

a) when delivered in person to the addressee by hand, by registered mail or by courier;

35

b) ten (10) business days after the date of posting if the communication is sent by regular mai
and

36

c) when received by facsimile transmission by the addressee, according to the sender’s
transmission report.

37

11 Copies of the Licence

38

11.1 The Licensee shall:

39

a) make a copy of this Licence available for inspection by members of the public at its hea
office and regional offices during normal business hours; and

40

b) provide a copy of the Licence to any person who requests it. The Licensee may impose
fair and reasonable charge for the cost of providing copies.
DocID: OEB: 12V9K-0
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41

SCHEDULE 1 LIST OF LICENSED GENERATION FACILITIES

42

The Licence authorizes the Licensee only in respect to the following:

43

1. Armstrong Generation Station, owned and operated by the Licensee at Armstrong, Ontar

44

2. Attawapiskat Generation Station, owned and operated by the Licensee at Attawapiskat,
Ontario.

45

3. Bearskin Lake Generation Station, owned and operated by the Licensee at Bearskin Lak
Ontario.

46

4. Big Trout Lake Generation Station, owned and operated by the Licensee at Big Trout Lake
Ontario.

47

5. Biscotasing Generation Station, owned and operated by the Licensee at Biscotasing,
Ontario.

48

6. Dear Lake Generation Station, owned and operated by the Licensee at Dear Lake, Ontar

49

7. Fort Severn Generation Station, owned and operated by the Licensee at Fort Severn, Onta

50

8. Gull Bay Generation Station, owned and operated by the Licensee at Gull Bay, Ontario.

51

9. Hillsport Generation Station, owned and operated by the Licensee at Hillsport, Ontario.

52

10. Kasabonika Generation Station, owned and operated by the Licensee at Kasabonika Lak
Ontario.

53

11. Kingfisher Lake Generation Station, owned and operated by the Licensee at Kingfisher
Lake, Ontario.

54

12. Lansdowne House Generation Station, owned and operated by the Licensee at Lansdow
House, Ontario.

55

13. Oba Generation Station, owned and operated by the Licensee at Oba, Ontario.

56

14. Sachigo Lake Generation Station, owned and operated by the Licensee at Sachigo Lak
Ontario.
DocID: OEB: 12V9K-0
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15. Sandy Lake Generation Station, owned and operated by the Licensee at Sandy Lake,
Ontario.

58

16. Sultan Generation Station, owned and operated by the Licensee at Sultan, Ontario.

59

17. Wapekeka Generation Station, owned and operated by the Licensee at Wapekeka, Onta

60

18. Weagamow Lake Generation Station, owned and operated by the Licensee at Weagamo
Lake, Ontario.

61

19. Webequie Generation Station, owned and operated by the Licensee at Webequie, Onta

62

20. Deer Lake Mini Hydel Generation Station, owned and operated by the Licensee at Dee
Lake, Ontario.

63

21. Sultan Hydel Generation Station, owned and operated by the Licensee at Sultan, Ontar
DocID: OEB: 12V9K-0
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LETTERS BETWEEN PIKANGIKUM FIRST NATIONS AND 

MINISTRY OF ENERGY 
 



Ministry of Energy 

Office of the Minister 

41
h Floor, Hearst Block 

900 Bay Street 
Toronto ON M7A 2E1 
Tel.: 416-327-6758 
Fax: 416-327-6754 

MAR Z 3 201Z 
Chief Jonah Strang 
Pikangikum First Nation 
P.O. Box 323 
Pikangikum ON POV 2LO 

Dear Chief Strang: 

Ministere de I'Energie 

Bureau du min!stre 

4e etage, edifice Hearst 
900, rue Bay 
Toronto ON M7 A 2E 1 
Tel.: 416 327-6758 
Telec.: 416 327-6754 

!tj 
~-,. 
Ontario 

MC-2012-814 

Thank you for your January 19, 2012, letter regarding Pikangikum First Nation's connection to 
the provincial electricity grid. I understand that your community has participated in discussions 
with Hydro One Remote Communities Inc. (RemoteCo) about this matter, as well as your 
community's interest in having RemoteCo assume operation of the local distribution network. 

As a first step to the transfer of operational responsibilities, both RemoteCo and Pikangikum 
would be required to work together to address outstanding issues relating to the Pikangikum 
distribution system, including liabilities from past environmental contamination, assessment of 
asset conditions, outstanding arrears from when Ontario Hydro operated the system and 
transfer of asset ownership. 

Both parties would also be required to engage Aboriginal Affairs and Northern Development 
Canada (AANDC) to enter into an agreement on roles and responsibilities regarding the 
operation of the Pikangikum distribution system, including AANDC capital funding support, 
land and access rights and continued commitment to support Standard "A" rates (should your 
community remain part of this rate structure) through existing federal electrical energy cost 
subsidies or alternative funding sources. Resolution of these matters is prerequisite to the 
Provincial regulatory changes that the government may initiate to enable RemoteCo to 
assume operation of the Pikangikum distribution system. 

I encourage you to continue discussions with RemoteCo on transferring operational 
responsibilities. I am providing Myles D'Arcey, President and Chief Executive Officer of 
RemoteCo, with a copy of our correspondence to ensure that he is apprised of your requE;lst. 

Should you have any further questions, please feel free to contact John Whitehead, Assistant 
Deputy Minister of Regulatory Affairs and Strategic Policy at the Ministry of Energy, at 416-
325-6544. 

Sincerely, 

Chris Bentley 
Minister 

c: Myles D'Arcey, RemoteCo 
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P1kang1kum First Nation 

January 19, 2012 

Honourable Chris Bentley 
Ministry of Energy 
4th Floor, Hearst Block 
900 Bay Street 
Toronto, Ontario M7A 2E1 

P.O. Box 323 
Pikangikum, ON POV 2LO 

Tel No.: 807-773-5578 f 773-5588 
Fax No.: 807-773-5324 

RE: Pikangikum First Nation Connection to the Provincial Electricity Grid 

Dear Minister Bentley 

JAN 2 7 201Z 

As you are aware Pikangikum First Nation is constructing a power line that will connect our community 
to the provincial transmission grid.at Red Lake. This line is of critical importance to the future 

development of our community. The line will allow the development of infrastructure projects that at 

present cannot be completed because of the outdated and unreliable diesel generation system. These 

include constructing new housing, sewer and water to existing and new homes, a new school, 

businesses including a hotel and laundry and a new band office. 

Pikangikum First Nation has successfully operated their own distribution system, with their utility 

Eshkotay Wayab Corporation since 1998. The changes in the energy market and the fiduciary and 

regulatory requirements underthe distribution code have made it extremely difficult, if not impossible, 

for utilities .of this type to continue to operate. 

"As long as the grass grows, and the rivers flow, and the sun shines" 

1 
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. . 

Pikangikum has moveq forward on the planning and construction of the transmission line into 

Pikangikum on the basis that Hydro One Networks would be assuming ownership and operation of the 

transmission line. In discussion with Hydro One Networks, Hydro one Remote Communities Inc, has 

been designated the subsidiary that would operate the distribution network in Pikangikum First Nation. 

It is our understanding, the Government of Ontario establishes Hydro One Remote Communities Inc.'s 

service territory by Regulation. As the gridli~e project is now at a crucial stage fn development, 

Pikangikum First Nation requests that the Minister of Energy ask Hydro One Remote Communities Inc. to 

enter into discussions with Pikangikum First Nation (and Aboriginal Affairs and Northern Development 

Canada) to assume operations of the distribution network in Pikangikum once the grid connection takes 

place. Pikangikum First Nation and Hydro One Remote Communities Inc. will work to negotiate an 

operating agreement agreeable to all parties and that can be forwarded to you and the Ontario Energy 

Board for review and eventual approval. We look forward to Hydro One Remotes visiting Plkangikum to 

present the proposed rates and charges and conditions of service. 

Thank you for your consideration in this matter, If you have any questions please do not hesitate to 

contact us. 

Meegwetch 

Chief Jonah Strang 
Pikangikum First Nation 
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LETTERS BETWEEN CAT LAKE FIRST NATIONS AND 1 

MINISTRY OF ENERGY 2 

 3 



CAT LAKE FIRST NATION 
GORDON OOMBASH MEMORIAL BUILDING 

2 BACK ROAD WEST 
CAT LAKE, ONTARIO 

POV 1JO 

June 7, 2012 

The Honourable Chris Bentley 
Minister of Energ~ 
900 Bay Street, 4 t Floor 
Toronto, ON 
M7A2El 

Dear Minister : 

PESHEWESAHEKNIK 
NETUM ANESHENAPEK 

(807) 347-2100 
FAX (807) 347-2116 

Cat Lake First Nation is a remote community located approximately 320 kilometers NW of the 
Town of Sioux Lookout in Northwestern Ontario. Cat Lake is situated in the provincial riding of 
Kenora- Rainy River and presently has 420 residents and band members living on-reserve. 

A gold mine located 70 kilometers to the SW of Cat Lake ceased operations in the late 1990's. 
The community saw this as an opportunity to be connected to the provincial electrical grid which had 
supplied power to the mine site. The Department of Indian and Northern Affairs (INA C) was 
supportive of a project to extend the line connection to Cat Lake via a new 2 7. 6 k V line connecting to 
the 115 k V line at the mine site. Cat Lake Power was formed to own and operate the transmission line 
that connected to the provincial grid system that runs between Ear Falls and Pickle Lake. 

Cat Lake Power operated from 2001 to 2006. A forest fire in 2005 destroyed some ofthe 
transmission assets of the company. This event coupled with the loss of the INAC subsidy on federally 
funded assets in the community meant the First Nation owned utility company could not continue to 
operate. An application was submitted to the Ontario Energy Board (OEB) to discontinue transmission 
and distribution of electrical power to Cat Lake First Nation. The OEB then granted Hydro One 
Networks an interim distribution license to operate and maintain the assets of Cat Lake Power. 

The interim order was approved by the OEB in July of 2006 and has been renewed every three 
months since that time. This interim order, which included a 62.5¢ I kWh interim rate for federally 
funded asset accounts, is excessive and the community cannot continue to pay this rate and remain 
financially viable. The situation is seriously hindering social and economic development programs in 
Cat Lake First Nation. 

A meeting has been held recently with representatives from Hydro One Remote Communities 
Inc (HORCI) and the Department of Aboriginal Affairs & Northern Development to explore 
opportunities whereby Cat Lake First Nation could enter into a permanent servicing arrangement with 
Hydro One Remotes. 

. ... 2 
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Page 2 
The Honourable Chris Bentley 
Minister of Energy 

At this time, I am formally asking the Minister of Energy to request that Hydro One Remote 
Communities Inc negotiate with the Cat Lake Band Council on a permanent servicing agreement for the 
transmission and distribution of electrical power to our community. If you have any questions or 
require any additional information concerning this matter, you can contact me at any time at telephone 
number 807-347-2100. 

Sincerely, 

~lv~ 
Matthew Keewaykapow 
Cat Lake Band Chief 

cc LMi. Kraemer Colter, Hydro One Remote Communities Inc. 
Ms. Linda Churchley, Department of Aboriginal Affairs & Northern Development. 
Ms. Sarah Campbell, M.P .P. for Kenora - Rainy River Riding. 
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CAT LAKE FIRST NATION 
GORDON OOMBASH MEMORIAL BUILDING 

2 BACK ROAD WEST 
CAT LAKE, ONTARIO 

POV 1JO 

June 7, 2012 

Mr. Kraemer Colter 
Managing Director 
Hydro One Remote Communities Inc. 
680 Beaverhall Place 
Thunder Bay, ON 
P7E 6G9 

Dear Mr. Colter : 

----------------

PESHEWESAHEKNIK 
NETUM ANESHENAPEK 

(807) 347-2100 
FAX (807) 347-2116 

The Cat Lake Band Council is very appreciative of the efforts of Mr. Bob Shine and yourself 
to pursue a permanent servicing arrangement between Hydro One Remote Communities Inc and Cat 
Lake First Nation. The Community of Cat Lake is presently serviced by Hydro One Networks on 
an interim distribution license that was approved by the Ontario Energy Board in July of 2006. 

This interim order, which included a 62.5¢ I kWh interim rate for federally funded asset 
accounts, is excessive and the situation is seriously hindering social and economic development 
programs in Cat Lake First Nation. The community cannot continue to pay this excessive rate and 
remain financially viable. At this time, the Cat Lake Band Council is urgently requesting that further 
discussions be held with Hydro One Remote Communities Inc. on the issue of electricity rates and the 
conditions of servicing the residents and businesses of Cat Lake First Nation. 

The Cat Lake Band Council would like to negotiate a permanent servicing agreement for the 
transmission and distribution of electrical power to the community. I have attached a Band Council 
Resolution resolving to pursue a permanent servicing arrangement with Hydro One Remote 
Communities Inc. If you have any questions or require any additional information concerning this 
request, you can contact me at any time at telephone number 807-347-2100. 

Sincerely, 

·i~ 
Matthew Keewaykapow 
Cat Lake Band Chief 

cc Ms. Linda Churchley, Department of Aboriginal Affairs & Northern Development. 
Ms. Sarah Campbell, M.P .P. for Ken ora - Rainy River Riding. 
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r ~~- Indian and Nonhern I Chronol~gical No.- N' consecutive I 
Affairs Canada 

Affaires indiennes 
et du Nord Canada 

Site Reference No. - N° de r8f8rence du dossier 

BAND COUNCIL RESOLUTION 
RESOLUTION DE CONSEIL DE BANDE 

NOTE: The words "from our Band Funds" "capital" or "revenue", whichever is the case, must appear in all resolutions requesting expenditures 
from Band Funds. 
NOTA: Les mots "des fonds de notre bande" "capital" ou ~'revenu" selon le cas doivent paraitre dans toutes les resolutions portant sur des 
depenses a meme les fonds des bande. 

Cash free balance - Sol de disponible 

Capital Amount 
·The council of CAT LAKE FIRST NATION Compte capital 
Le consei l de 

Date of duly convened meeting 

loD-~7Io~6 I1Y-~ 2 I8~~~RIO Revenue Amount 
Compte revenu 

D;:~te riP. l'~ssemvlee dument convoauee 

DO HEREBY RESOLVE: 
DECIDE, PAR LES PRESENTES: 

WHEREAS: Cat Lake Power discontinued the transmission and distribution 
of electrical power to Cat Lake First Nation in 2006. 

WHEREAS: The Ontario Energy Board then granted Hydro One Networks 
an interim distribution license to operate and maintain the 
assets of Cat Lake Power. 

WHEREAS: The interim distribution license included a 62.5 ¢I kWh interim 
rate for federally funded asset accounts. 

WHEREAS: This 62.5¢ I kWh rate is excessive and Cat Lake First Nation 
cannot continue to pay this rate and remain financially viable. 
The situation is seriously hindering social and economic 
development programs in the community. 

THEREFORE BE IT RESOLVED THAT: 

Quorum: 3 I i 
I 

Cat Lake First Nation Chief and Band Council pursue a 
permanent servicing arrangement with Hydro One Remote 
Communities Inc for the transmission and distribution of 
electrical power to the community. 

fWrvL)~ 
)J & L£2 _ _z 

(Councillor- Conseiller) 
(Councillor - Conseiller) 

(Council lor- Conseiller) 
(Councillor- Conseiller) 

(Councillor- Conseiller) 
(Councillor- Conseiller) 

(Councillor- Conseiller) 

(Councillor- Conseiller) 

FOR DEPARTMENTAL USE ONLY- RESERVE AU MINISTERE 
Expenditure - Oepenses Authority (Indian Act Section) Source of funds Expenditures- Depenses Authority ~ndian Act Section) 

Autorite (Aeticle de Ia Loi sur Source des fonds Autorite ( eticle de Ia Loi sur 

les Indian) 
les Indian) 

__ Capital --Revenue 

Recommending officer- Recommande par Recommending officer- Recommande par 

Signature Date Signature 

Recommending officer - Recommande par Recommending officer- Recommande par 

Siqnature Date Siqnature 

$ 

$ 

Source of funds 
Source des fonds 

_Capital --Revenue 

Date 

Date 

Canada 

188457
Typewritten Text
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SERVICE AREA MAP 1 

 2 

The attached map is a representation of Remotes’ service territory. It is not a substitute 3 

for the written description in the licence. Remotes is licensed to serve 21 communities in 4 

Ontario.  The generating station in Armstrong also serves the Whitesands Reserve and the 5 

settlement of Collins through a single distribution system and generation station. 6 

 7 

Communities Served by Hydro One Remote Communities Inc. 8 

 9 

Armstrong 10 

Bearskin Lake 11 

Big Trout Lake 12 

Biscotasing 13 

Collins 14 

Deer Lake 15 

Fort Severn 16 

Gull Bay 17 

Hillsport 18 

Kasabonika Lake 19 

Kingfisher Lake 20 

Landsdowne House 21 

Marten Falls 22 

Oba 23 

Sachigo Lake 24 

Sandy Lake 25 

Sultan 26 

Wapakeka 27 

Weagamow 28 

Webequie 29 

Whitesand 30 
31 
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MAP OF REMOTES’ SERVICE TERRITORY 1 

 2 

The communities of Whitesands and Collins are served through the Armstrong Distribution System. 3 

 4 
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CORPORATE ORGANIZATION CHARTS 1 

 2 

1.0 INTRODUCTION 3 

 4 

This schedule describes the current organization of Remotes’ business, beginning with an 5 

overview of the parent company (Hydro One Inc.), a discussion about Hydro One Inc.’s 6 

subsidiary businesses, and a brief summary of Remotes’ affiliates and related parties and 7 

transactions.  8 

 9 

2.0 A BRIEF OVERVIEW OF HYDRO ONE INC. 10 

 11 

Following the enactment of the Electricity Act, 1998, and the anticipated restructuring of the 12 

former Ontario Hydro, Hydro One Inc. was incorporated under Ontario’s Business Corporations 13 

Act on December 1, 1998, as Ontario Hydro Services Company Inc. and commenced carrying on 14 

business on May 1, 1999.  On May 1, 2000, the company’s name was changed to Hydro One Inc. 15 

In accordance with Section 48.1 of the Electricity Act, 1998, as amended, Hydro One Inc. is a 16 

holding company operating through its subsidiaries.  Its principal subsidiary, Hydro One 17 

Networks Inc. is the largest electricity transmitter and distributor in Ontario. 18 

 19 

Figure 1 below shows Hydro One Inc.’s principal subsidiaries, each of which is wholly-owned 20 

and incorporated under the laws of Ontario.  The business functions of Hydro One Inc.’s active 21 

subsidiaries are discussed in Section 3.0 of this Exhibit. 22 
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Figure 1 1 

Hydro One Inc. 2 

 3 

3.0 DESCRIPTION OF HYDRO ONE SUBSIDIARY BUSINESS ACTIVITIES 4 

 5 

Hydro One Networks Inc. is the main subsidiary of Hydro One Inc.  It is licensed by the Board 6 

(ET-2003-0035) to manage, own, operate and maintain Ontario’s largest transmission network.  7 

It also holds a separate licence (ED-2003-0043) to manage, own, operate and maintain a 8 

distribution network in Ontario.   9 

 10 

Remotes carries on all business relating to ownership, operation, maintenance and construction 11 

of generation and distribution assets used in the supply of electricity to remote communities 12 

throughout northern Ontario that include grid-connected and not connected to the transmission 13 

grid. It is licensed by the Board (ED-2003-0037 and EB-2003-0138).  14 

 15 

Hydro One Brampton Networks Inc. carries on all business relating to the ownership, operation 16 

and management of distribution electricity systems and facilities in Brampton Ontario, and is 17 

licensed by the Board (ED-2003-0038). 18 

 19 

Hydro One Telecom Inc. carries on all business relating to leasing dark fibre and providing lit 20 

fibre capacity to other telecommunications carriers, large corporations, government, health care 21 

and education institutions.   22 

Hydro One
Networks

Inc.

Hydro One
Remote Communities

Inc.

Hydro One
Brampton Networks

Inc.

Hydro One
Telecom

Inc.

HYDRO ONE
INC.
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Figure 2 1 

Hydro One Remote Communities Inc. Organizational Chart 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

3.1 Related Parties  16 

 17 

The Ontario Electricity Financial Corporation (the “OEFC”), the Independent Electricity System 18 

Operator (the “IESO”), the Ontario Power Authority (the “OPA”) and Ontario Power Generation 19 

Inc. (“OPG”) are related parties of Hydro One Inc., due to their ownership by the Province.  20 

Each is described below: 21 

a) The OEFC was established with the passage of the Electricity Act, 1998.  Its primary 22 

responsibility is the management and retirement of Ontario Hydro’s outstanding debt and 23 

other obligations. 24 

b) The IESO is the centralized independent electricity system operator responsible for 25 

maintaining the security and reliability of electricity supply in Ontario and for directing the 26 

operations of the IESO-controlled grid.  The Board approves the licence, business plan and 27 

fees of the IESO.  28 

c) The OPA is mandated to ensure the adequacy and efficiency of electricity supply in the 29 

Province through planning of electricity supply and demand.  30 

President & CEO  
M. D’Arcey 

Director 
K. Coulter 

Manager, 
Customer 
Service 

Manager, 
Generation 

 

Manager, 
Financial 
Services  

Manager, 
Business 

Integration 
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d) OPG’s principal business is the generation and sale of electricity to customers in Ontario and 1 

in inter-connected markets.  OPG is licensed by the Ontario Energy Board. 2 

 3 

Transactions between these parties and Remotes are as follows: 4 

 5 

The IESO collects provincial customer revenues from each LDC which includes the RRRP 6 

allocation. 7 

 8 

The provision for payments in lieu of corporate income taxes is paid to OEFC.  These payments 9 

were calculated in accordance with the rules for computing income and taxable capital and other 10 

relevant amounts contained in the Income Tax Act (Canada) and the Corporations Tax Act 11 

(Ontario), as modified by the Electricity Act, 1998, and related regulations.  12 
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HYDRO ONE GOVERNANCE AND CONTROL FRAMEWORK 1 

 2 

1.0 OVERVIEW 3 

 4 

The Corporate Governance structure and Internal Control Framework of Hydro One Inc. 5 

provide reasonable assurance regarding Hydro One’s effective and efficient operations, 6 

reliable financial reporting, and compliance with applicable laws and regulations.  In the past 7 

few years, federal and provincial governments and regulators have moved decisively to 8 

increase the robustness and transparency of corporate governance, as well as expand the 9 

requirements for internal control and disclosure (for example, Ontario’s Bill 198).   10 

 11 

2.0 CORPORATE GOVERNANCE 12 

 13 

Corporate governance is the mechanism by which a corporation ensures independent 14 

oversight of management activities on behalf of the shareholder(s). For Hydro One Inc., the 15 

Board of Directors and its associated committees fulfill this objective and provide direction 16 

and accountability to senior officers to prudently and ethically manage the company’s 17 

business and affairs, as well as the review and/or approval of mission, goals and business 18 

objectives, organizational authorities and business plans. 19 

 20 

The company’s corporate governance structure is illustrated in Figure 1.  Hydro One Inc.’s 21 

Board and senior management committees are also described in detail below. 22 
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Figure 1 1 

Hydro One Corporate Governance 2 

 3 
 4 

2.1 The Hydro One Inc.’sBoard of Directors 5 

 6 

The Board is responsible for the stewardship of the company and the supervision of 7 

management of the business and affairs of our company.  The Board’s accountabilities and 8 

responsibilities include development of our company’s approach to corporate governance, 9 

the adoption of a strategic plan and oversight of risk management, as well as oversight of the 10 

company’s pension plan.   11 

 12 

2.2 Committees of the Board of Directors 13 

 14 

The Board has established various committees to address specific areas and responsibilities.  15 

However, the Board retains its oversight function and ultimate responsibility for all matters 16 

delegated to committees. The Committees of the Board are the Corporate Governance 17 

Committee, Audit and Finance Committee, the Human Resources Committee, the Regulatory 18 

Senior Management Committees 

President and CEO 

Corporate 
Governance 
Committee 

Audit and 
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Committee 
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Committee 
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Safety and 

Environment 
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and Public Policy Committee, the Health, Safety and Environment Committee, the Business 1 

Transformation Committee and the Investment-Pension Committee. 2 

 3 

2.2.1 Corporate Governance Committee 4 

 5 

The Corporate Governance Committee acts as the nominating committee of the Board and 6 

recommends director candidates, committee assignments, director compensation and 7 

corporate governance policy for Committees and the Board as a whole.  The Committee 8 

reviews the general and specific criteria applicable to candidates to be considered for 9 

nomination to the Board, as well as an annual review of the mandates of each Committee of 10 

the Board or subsidiary Boards.  Other obligations include recommending issues for 11 

discussion at Board meetings, monitoring the quality of management’s relationship with the 12 

Board and reviewing Board effectiveness. The Committee is composed of independent 13 

directors. 14 

 15 

2.2.2 Audit and Finance Committee 16 

 17 

The Audit and Finance Committee is mainly responsible for overseeing the integrity of 18 

accounting policies and financial reporting, internal controls, auditing practices,  financial 19 

risk exposures, financial compliance and ethics policies for Hydro One Inc. and its 20 

subsidiaries.  Specifically, the Committee makes recommendations regarding financial 21 

objectives and plans and financial risk management strategies of the company. It is also 22 

accountable for reviewing and recommending to the Board for approval interim and annual 23 

audited consolidated financial statements; management discussion and analysis disclosures; 24 

and financial statements in debt securities offering documents and other related matters.  In 25 

addition, the Committee reviews the internal audit procedures of the company and advises 26 

the Board on its auditing practices and procedures, selects and oversees the work of external 27 

auditors and obtains assurance that internal controls are adequate.  The Committee also 28 
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reviews, at least annually but more frequently if necessary, specific complaints brought 1 

forward under the Code of Business Conduct.  All members of the Committee are 2 

independent and financially literate. 3 

 4 

2.2.3 Human Resources Committee 5 

 6 

The Human Resources Committee’s responsibilities, include reviewing the appropriateness 7 

of current and future organization structures, succession plans for corporate and divisional 8 

officers and conducts an annual review of the Code of Business Conduct.  The Committee 9 

also reviews and approves base salary levels, base salary funding increases and funding for 10 

short term incentives.  The Committee is composed of independent directors.   11 

 12 

2.2.4 Regulatory and Public Policy Committee 13 

 14 

The Regulatory and Public Policy Committee monitors the company’s compliance with 15 

regulatory requirements and related risks and seeks to ensure that management is effectively 16 

managing those risks.  The Committee is also responsible for reviewing management's 17 

regulatory proposals for transmission and distribution rate applications, as well as the status 18 

of outstanding applications.  The Committee further identifies, assesses and provides advice 19 

to the Board on public affairs issues that may have a significant impact on the company.    20 

The Committee is composed of a majority of independent directors.  21 

 22 

2.2.5 Health, Safety and Environment Committee 23 

 24 

The Health, Safety and Environment Committee is responsible for reviewing and ensuring 25 

compliance with occupational health, safety and environment legislation, policies, standards 26 

and programs.  It annually reviews the company's state of readiness to respond to crisis 27 

situations, as well as reports of any occupational accidents.  It also plays an advisory role 28 
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with respect to changes or additions to environmental policies, standards, accountabilities 1 

and programs, and recommends such to the Board for approval.  It may also review such 2 

other health, safety and environment matters, including public health and safety, as 3 

appropriate.  The Committee is composed of a majority of independent directors.  4 

 5 

2.2.6 Business Transformation Committee 6 

 7 

The Business Transformation Committee is responsible for assisting the Board of Directors 8 

in its oversight responsibility on matters related to the company’s Cornerstone Project   The 9 

Committee also assists the Board of Directors in fulfilling its oversight responsibility in all 10 

matters related to the Smart Grid and Continuous Innovation Strategy. In 2010, the 11 

Committee’s mandate was further amended to include oversight responsibility for all matters 12 

related to the planning, development and implementation of major transmission system or 13 

distribution projects including the projects described in the Corporation’s Green Energy 14 

Implementation Plan. The Committee is composed of independent directors. 15 

 16 

2.2.7 Investment-Pension Committee 17 

 18 

The Investment-Pension Committee’s primary function is to assist the Board of Directors in 19 

fulfilling its oversight responsibilities in all matters related to the Hydro One Pension Plan, 20 

including the Hydro One Pension Fund.  The Committee is composed of independent 21 

directors. 22 

 23 

3.0 SENIOR MANAGEMENT COMMITTEES 24 

 25 

Prudent decision-making and business transparency are supported by three key senior 26 

management committees:  Executive Committee, Management Pension Committee, and 27 

Disclosure Committee. 28 
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3.1 Executive Committee  1 

 2 

This committee is a decision-making body established to review and approve business plans, 3 

capital projects and investments, key operating decisions, regulatory filings, labour strategy, 4 

financial performance indicators and other items as required.  The Executive Committee also 5 

reviews all project approvals prior to going to the Board.  6 

  7 

3.2 Management Pension Committee   8 

 9 

The Management Pension Committee is responsible for approving appropriate pension 10 

policies, standards and programs.  It is also responsible for ensuring compliance with all 11 

applicable legislation, policies and standards. 12 

 13 

3.3 Disclosure Committee 14 

 15 

The Disclosure Committee operates under the principle that communications to the public 16 

should be timely, factual and accurate and broadly disseminated in accordance with all 17 

applicable legal and securities regulatory requirements in Canada.  The committee meets 18 

quarterly to review consolidated financial statements and management’s discussion and 19 

analysis disclosures, offering documents for debt securities, as well as risk assessments 20 

prepared for credit rating agencies and government.  21 

 22 

4.0 INTERNAL CONTROL FRAMEWORK 23 

 24 

Internal controls ensure the company achieves its mission and goals, by enabling 25 

management to deal with rapidly changing economic and competitive environments, 26 

customer demands and priorities, and restructuring for future growth. Internal controls 27 



Filed: September 17, 2012 
EB-2012-0137 
Exhibit A 
Tab 9 
Schedule 2 
Page 7 of 11 

 
promote efficiency, reduce risk of asset loss, and help ensure the integrity and reliability of 1 

financial statements and compliance with laws and regulations. 2 

 3 

Hydro One Inc.'s Internal Control Framework has five components, including the Control 4 

Environment, Risk Assessment, Control Activities, Information and Communication, and 5 

Monitoring.  The framework further addresses the appropriate elements of each component at 6 

the entity (Board) level, corporate (senior management) level and operational (local) level.  7 

The framework is consistent with accepted external standards and control criteria set out by 8 

such standard setting bodies as the Canadian Institute of Chartered Accountants and the U.S. 9 

Committee of Sponsoring Organizations.  Key components of the framework are described in 10 

more detail below. 11 

 12 

The "Control Environment" refers to direction and oversight from the top of the organization.  13 

The control environment component in the framework captures the notion of ethical and 14 

prudent financial management as established by the Board of Directors and senior 15 

management (see Section 2.0 above), and sets the tone for all financial and project 16 

management policies and practices established at lower levels. Regular education sessions on 17 

policies, processes and practices/procedures are also provided. 18 

 19 

Hydro One Inc. has a formal Code of Business Conduct and a Disclosure Policy which have 20 

been issued to and must be complied with by all staff.   The Code of Business Conduct 21 

requires all management employees to sign an annual compliance form to document that they 22 

have read, understood and complied with the Code, and that all conflicts or potential conflicts 23 

of interest have been disclosed.  The Corporate Ethics Officer ensures that this process is 24 

performed on a timely basis and that a compliance register is maintained and submitted to the 25 

President and CEO of Hydro One Inc. Lastly, individual performance contracts of 26 

management employees are intended to capture the understanding between a manager and a 27 
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direct report as to the results expected and the means by which such performance results will 1 

be achieved. 2 

 3 

"Risk Assessment" involves the identification and analysis by management of the key risks 4 

to achieving the company's business objectives.  Such an assessment is performed, at least, 5 

annually, and provides the basis for business planning decisions.  Programs that mitigate 6 

existing risks to acceptable residual levels, or provide mitigation for emerging risks, are 7 

captured in business plans.  Risk assessment extends to individual investment decisions 8 

through the Project and Program Approval Process (see Exhibit A, Tab 14 Schedule 2).  This 9 

process assesses whether any proposed solutions for a specific operational need will achieve 10 

a level of residual risk acceptable to senior management and the company’s shareholder.  11 

Projects and programs underway are regularly assessed for new and changing risks.  12 

Moreover, at the operational level, extensive emergency and contingency plans exist and are 13 

regularly tested and updated. 14 

 15 

"Control Activities" refers to the systems, policies and procedures that ensure that 16 

management’s objectives are achieved and risk mitigation plans are carried out.  Policies and 17 

procedures exist to govern annual, monthly and day to day operations at the business unit and 18 

local levels.  Each revised policy has an issue date and last review date and are available on 19 

an internal web site.  More information on Hydro One Inc.’s policies may be found in Exhibit 20 

A, Tab 13, Schedule 1. 21 

 22 

One of the foundations of good control is the establishment of appropriate levels of authority 23 

for spending and other business decisions.  The delegation and exercise of authorities are 24 

governed by ‘Guiding Principles’, the Code of Business Conduct, and policies and 25 

procedures. The approval of the business plans and budgets establish authorized spending 26 

levels. 27 

 28 
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The budgeting and business planning process is also a critical element of effective internal 1 

controls.  Annually a budget and business plan are prepared and submitted to the Board for 2 

approval.  The budget and business plan set the parameters of the company's activities for a 3 

specific fiscal period.  More information on Remotes’ planning process may be found in 4 

Exhibit A, Tab 14, Schedule 1.   5 

 6 

The Executive Authorities Register (EAR) delegates authorities from the Board to senior 7 

management.  Organizational Authority Registers (OARs) exist at subsidiary and business 8 

unit levels to delegate authorities from senior management to business unit and local levels. 9 

 10 

The Inergi outsourcing agreement further provides approvals assigned by Hydro One Inc.’s 11 

to Inergi LP for specific transactions and spending levels. 12 

 13 

"Information and Communication" supports all other control components.  Pertinent 14 

information must be identified, captured and communicated in a form and timeframe that 15 

enables staff to carry out their responsibilities.  Communication occurs to all staff from the 16 

Executive Vice President and Chief Financial Officer and from the Vice President, Corporate 17 

Controller with respect to new or changed policies and procedures.  Communications on 18 

various internal control matters also occur regularly.  And, as noted previously, policies and 19 

procedures can be found on internal websites at most locations or are available in other 20 

formats.  21 

 22 

"Monitoring" covers the oversight of internal controls by management or independent parties 23 

outside the process; or the application of independent methodologies, such as customized 24 

procedures or standard checklists, by employees within a process.  Monitoring also includes 25 

assessing the quality of internal controls over time and implementing required changes. 26 

 27 
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Management provides assurance with respect to internal controls and the validity of financial 1 

statements.  This includes information on legal claims, changes in accounting policies, 2 

practices, systems, and procedures that have occurred in the period, and financial accounting 3 

matters that could have a significant impact on financial statements.  Management also 4 

provides assurance that internal control systems, policies and procedures are in place and 5 

functioning properly and financial statements are a true representation of the business. 6 

 7 

Every month, Remotes and every other line of business is required to conduct a detailed 8 

review of financial results by comparing operating results to budgets and responding to 9 

variances.  Project details with major accounts are reconciled monthly to source sub-systems 10 

and suspense accounts are also explained and reconciled.  Monthly control reports related to 11 

key aspects of operations financial and project activity are prepared centrally and delivered to 12 

managers for review and follow-up action as appropriate.  A month-end close schedule is 13 

established to ensure timely production of financial statements.  In addition, compliance 14 

testing of key financial activities is performed. 15 

 16 

Compliance monitoring with respect to codes and policies is performed by multiple groups.  17 

Regulatory compliance is monitored by Regulatory Affairs (e.g. Affiliate Relationships 18 

Code: see Exhibit A, Tab 9, Schedule 3).  Internal Audit uses a risk-based audit approach for 19 

prioritizing audits and performs audits of areas of highest risk based on an annual program 20 

approved by the Hydro One Board’s Audit and Finance committee.  Internal controls are 21 

reviewed on a recurring cycle, again linked to level of risk.  Furthermore, regular review of 22 

all outstanding items from past audits is performed.  Annual year-end audits are also 23 

conducted by Hydro One’s external auditor.  24 

 25 

The outsourcing contract with Inergi LP requires that Inergi conduct an independent 26 

confirmation of the integrity of financial controls for all Hydro One transactions, and allows 27 

for auditing of processes and systems by Hydro One Internal Audit.  Such audits are designed 28 
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to assess the appropriate occurrence, proper measurement, completeness and accuracy of 1 

transactions and whether they were classified, described and disclosed in accordance with 2 

generally accepted accounting principles. 3 
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AFFILIATE SERVICE AGREEMENTS 1 

 2 

1.0 INTRODUCTION  3 

 4 

In accordance with the Affiliate Relationships Code (“ARC”), when Hydro One 5 

Networks Inc. (“Networks”) Transmission provides services to or purchases services 6 

from affiliates, it does so in accordance with service agreements.  This Exhibit discusses 7 

the current agreements between Remotes and its active affiliates.  Remotes and its 8 

affiliates are displayed in the corporate organization chart in Exhibit A, Tab 9, Schedule 1 9 

and repeated in Figure 1 below for convenience. 10 

 11 

This exhibit does not include Transmission Connection Agreements, Connection and 12 

Cost Recovery Agreements, Agreements for Licensed Occupancy of Power Distribution 13 

Poles, or any agreement involving the purchase or delivery of power between Networks 14 

and its affiliates.  Such transactions are regulated separately by the Board and hence do 15 

not constitute a form of affiliate contract, as contemplated in section 2.3.1 of the ARC. 16 

 17 

Figure 1 18 

Hydro One Inc. 19 

 20 

Hydro One
Networks

Inc.
("Networks")

Hydro One
Remote Communities

Inc.
("Remotes")

Hydro One
Brampton

Networks Inc.
("Brampton")

Hydro One
Telecom

Inc.
("Telecom")

HYDRO ONE
INC.
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2.0 THE DEVELOPMENT OF THE SERVICE AGREEMENTS 1 

 2 

Hydro One Inc. and its affiliates identify and negotiate the nature of the services being 3 

provided or purchased, any specific terms and the prices (or, alternatively, the pricing 4 

formula) for these services.  This information is then incorporated into legal agreements 5 

with commercial terms and conditions, then reviewed and approved by each company’s 6 

CEO or other accountable officer.  Two of the agreements (Appendices A and B), which 7 

focus on the provision of common administrative services from Hydro One Inc. to its 8 

subsidiaries and from Networks to its affiliates, are structured as multi-party agreements 9 

and accordingly, are reviewed and signed by all parties.   10 

 11 

The current agreements between Networks and its affiliates are listed below, in Table 1, 12 

which identifies the service provider and recipient, and briefly describes the services. 13 

 14 

Table 1 15 

Service Level Agreements – 2012  16 

Services 
Provider 

Services 

Recipient(s) 

Description of Services 

Hydro One Inc. 

(Appendix A) 

Networks1  
 
Telecom  
 
Remotes  
 
Brampton 
Networks  

a) General Counsel and Secretary services – Professional legal advice 
and input as well as guidance on business ethics and support in the form 
of a business code of conduct.  
b) President / CEO / Chairman services – Strategic direction and 
management. 
c) Chief Financial Office services – Review of policies and 
procedures, investment decisions, treasury operations and tax planning, 
financial control and reporting.   

                                                 
1 Hydro One Inc. also provides certain assets to Hydro One Networks for its use. 
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Services 
Provider 

Services 

Recipient(s) 

Description of Services 

Networks 

(Appendix B) 

Hydro One 
Inc. 
 
Remotes  
 
Telecom  
 
Brampton  
Networks 

a) General Counsel and Secretary Services – Professional legal advice 
and input and services regarding the protection of assets and 
management of security risks. 
b) Financial Services – Financial information, business planning, 
budgeting and financial reporting as well as other financial services 
such as treasury/pension/investor relations, taxation, financial systems 
and services, cost and inventory accounting, decision support, 
transaction processing (accounts payable and receivable), and fixed 
asset and general accounting. 
c) Corporate Services – provides services related to human resource 
and labour relations, protection of assets, Cornerstone support, 
information management, leadership and consultation support related to 
First Nations and Metis communities  and corporate communications. 
d) Telecommunications-related Services – Field and engineering, 
logistics, corporate, construction, telecommunication and information 
technology services. 
e) Other Services – Customer services operation and information 
management services. 

Networks  

(Appendix C) 

Remotes CEO / President services – Administrative oversight, provision of 
strategic direction and advice, and advocacy of the services recipient’s 
position regarding operational and budgetary issues. 

Networks 

(Appendix D) 

Remotes Utility Operations services – Provincial lines, forestry, drafting, 
environmental land assessment and remediation, fleet management, 
flight safety, training, safety, station maintenance, meter services, 
approval of plans, drawings and specification of installation work, and 
engineering and construction services.  

Networks 

(Appendix E) 

Remotes Supply Chain Services – Implementation of demand planning, 
management and procurement, process development, data management 
and warehousing. 

Remotes 

(Appendix F) 

Networks Metering and Lines Services –  Metering/Technician work including 
smart meter change-outs, line layout and update of emergency site 
plans.  

 
 1 

3.0  TERMS AND CONDITIONS 2 

  3 

In accordance with the ARC, the agreements describe the nature of, and the fees payable 4 

for, the services they contain.  This includes confidentiality, liability, and indemnification 5 

provisions. They also describe a dispute resolution process to which the parties must 6 
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adhere in resolving disputes under the agreements.  More details on the key clauses are 1 

provided below. 2 

 3 

3.1 Description of Services 4 

 5 

The agreements address Remotes’ receipt of certain common administrative and 6 

corporate services and utility operation and maintenance services from its affiliates as 7 

well as the provision by Remotes of metering and lines services.  The services are 8 

described in detail as a schedule to the agreements. 9 

 10 

3.2 Fees Payable 11 

 12 

Pursuant to the ARC, where a utility provides a service, resource product or use of asset 13 

to an affiliate, the utility shall charge no less than the greater of (i) the market price of 14 

that service, product, resource or use of asset and (ii) the utility’s fully-allocated cost to 15 

provide that service, product, resource or use of asset.  In purchasing a service, resource, 16 

product or use of asset from an affiliate, a utility shall pay no more than the market price 17 

for that service, product, resource or use of asset. Where no market exists, a utility shall 18 

charge no less than its fully-allocated cost to provide the service, product, resource or use 19 

of asset, and shall pay no more than the affiliate’s fully-allocated cost to provide the 20 

service, product, resource or use of asset.   21 

 22 

The annual fees payable to Networks by its affiliates for certain common administrative 23 

and corporate services for the years 2012 and 2013 and the corresponding applicable 24 

items are as follows:  25 
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Table 2 1 

Fees Payable to Networks for Services Provided  2 

FEES PAYABLE BY REMOTES TO NETWORKS FOR 
SERVICES TO BE  PROVIDED BY NETWORKS: 

(in $Thousands) 
 

Services Remotes  

General Counsel and Secretary Services 
• 2012 
• 2013 

 
217 
222 

 
• Law 
• Corporate Secretariat  
• Regulatory Affairs 

 
Financial Services 

• 2012 
• 2013 

 
 

260 
263 

• Corporate Controller 
• Treasury 
• Tax 
• Decision Support 
• Internal Audit and Risk 

Management 
 
Corporate Services 

• 2012 
• 2013 

 
 

267 
274 

• Human Resources 
• Labour Relations 
• Communications 
• External Relations 
• Corporate Security 
• First Nations & Metis Relations 
• Information Management 

Telecom Services 
• 2012 
• 2013 

 

 
128 
118 • Telecom Services 

Transfer Price Charges for HONI 
Assets 

• 2012 
• 2013 

 
 

0 
180 

 
 
Service Level Agreement will be 
prepared in 2013. 

Other Services  
• 2012 
• 2013 

 

 
 

375 
366 

 

Inergi: 
• Customer Support  
• Finance 
• Settlements 
• Human Resources  
• IT 

CEO/President Services 
• 2012 
• 2013 
 

 
80 
80 
 

CEO/President for Remotes; please 
see Appendix C. 
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FEES PAYABLE BY REMOTES TO NETWORKS FOR 
SERVICES TO BE  PROVIDED BY NETWORKS: 

(in $Thousands) 
 

Services Remotes  

Utility Operation Services 
• 2012 
• 2013 

 

 
936 
929 

 

Not classified as Corporate 
Common Services; please see 
Appendix D and Exhibit C1 Tab 3 
Schedule 1 page 2. 

Supply Chain Services 
• 2012 
• 2013 

 

 
77 
77 
 

Not classified as Corporate 
Common Services; please see 
Appendix E. 

Totals 
• 2012 
• 2013 

 

 
 

2,340 
2,329 

 

 1 

The annual fees payable by Remotes to Hydro One Inc. for certain common 2 

administrative and corporate services and payable by Remotes to Hydro One Telecom 3 

Inc. for telecommunications services, for the years 2012 and 2013 are as follows:  4 

 5 

Table 3 6 

Fees Payable by Remotes for Services Received  7 

FEES PAYABLE BY REMOTES FOR  SERVICES TO BE RECEIVED FROM 
HYDRO ONE INC.: 

(in $Thousands) 

 

Services provided by Hydro One Inc. 2012 2013  

General Counsel & Secretary    23 23 
• Corporate Secretariat 
• Corporate Management 

President / CEO / Chairman 
Services  18 18 

• President/CEO Office 
• Chair 
• Board 

Chief Financial Office Services  9 9 • CFO Office 

Totals 50 50  
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3.3 Dispute Resolution Procedure 1 

 2 

If the parties have a dispute under the agreement that cannot be resolved by a director or 3 

manager from each party, the dispute will be passed to the parties’ respective presidents.  4 

If, after five business days after receipt of notice of the dispute the dispute is still 5 

unresolved, the matter proceeds to the President of Hydro One Inc. for final resolution. 6 

 7 

3.4 Confidentiality 8 

 9 

Except as required by law and in certain other circumstances (which exceptions are 10 

typical in a confidentiality agreement), each party is to maintain in strict confidence the 11 

agreement and all information received from the other party and shall not copy or 12 

disclose the information to any third party without the prior written consent of the 13 

disclosing party.  No such consent is required for disclosure to the receiving party’s 14 

representatives.  Such information includes information relating to a smart sub-metering 15 

provider, wholesaler, consumer, retailer, or generator. The agreements also include 16 

security safeguards to be adhered to by the party receiving such confidential information. 17 

 18 

3.5 Intellectual Property 19 

 20 

All rights, title and interests, including copyright ownership, to any reports and any other 21 

deliverable that is to be produced and delivered to the service recipient by the service 22 

provider vests with the service recipient and the recipient may use, disclose or modify 23 

such reports or deliverable in any manner it deems appropriate.  24 

 25 

 26 

 27 
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3.6 Indemnification 1 

 2 

Each party (the “indemnifying party”) shall be liable for and shall indemnify the other 3 

party from and against all costs or damages attributable to the indemnifying party’s 4 

performance and/or non-performance of its obligations under agreement, whether arising 5 

from or based on breach of contract, tort, negligence, strict liability or otherwise.  6 

Notwithstanding any other provision of the agreement, neither party shall be liable for 7 

any economic loss, loss of goodwill, loss of profit or for any special, indirect or 8 

consequential damages where the said losses or damages are incurred by the other party 9 

or by any third party claiming through or under the other party.  The obligation to 10 

indemnify survives the termination or expiry of the agreement. 11 

 12 

4.0 REMOTES’ FINANCIAL RELATIONSHIP WITH HYDRO ONE INC.  13 

 14 

Remotes’ long-term debt was issued to the public in May 2005 by Hydro One Inc.  The 15 

debt has a maturity date of May 19, 2036, and an effective cost rate of 5.60%, including 16 

issuance costs such as issue, discount, agency commissions and interest rate hedge costs.   17 

 18 

Additionally, balances payable under the inter-company demand facility are due to Hydro One, 19 

and financing charges include interest expense on this facility. 20 

 21 

5.0 COST-BASED PRICING 22 

 23 

Remotes pays cost (time, materials and overheads) for utility services purchased from 24 

Hydro One Networks Inc.  Costs for shared corporate services (CF&S) are distributed 25 

according to the following principles: 26 

1) Direct Assignment, when the portion of an activity used by a business unit can be 27 

reasonably established; 28 
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2) Allocation, when one or more business unit uses an activity, but portions of the 1 

activity cannot be directly established.  In these cases, a cost driver is assigned to 2 

distribute the costs of an activity as described below. 3 

 4 

In allocating CF&S costs, Hydro One Networks Inc. does the following: 5 

• Identifies the functions and services included in the common costs; 6 

• Identifies the activities performed to provide each of the tasks,; 7 

• Determines the budgeted costs; and 8 

• Distributes the cost of each activity based on cost drivers when direct assignment is 9 

not possible.  10 

 11 

These allocations are reviewed annually with business leaders as a test for 12 

reasonableness.    13 



THIS AGREEMENT made in duplicate this 17th day of January, 2012 (the "Effective Date"). 

BETWEEN: 

HYDRO ONE INC. 
(the "Services Provider") 

-and-

HYDRO ONE REMOTE COMMUNITIES INC., HYDRO ONE NETWORKS INC., 
HYDRO ONE TELECOM INC. and HYDRO ONE BRAMPTON NETWORKS INC. 

(individually, the "Services Recipient" and collectively, the "Services Recipients") 

1.0 PREFACE 

This Agreement is intended to identifY the services that are to be provided to each of the Services 
Recipients by the Services Provider in accordance with the terms and conditions herein. Except 
as otherwise specified, the term of this Agreement shall be for a period of I year commencing on 
the Effective Date. 

2.0 SERVICES 

The Services Provider shall provide to each of the Services Recipients (as may be required by 
each of them respectively from time to time during the term of this Agreement) the following 
services (the "Services"), which Services are more particularly described in Schedule "A" 
attached hereto: 

• General Counsel & Secretary (including Corporate Executive Office) services 

• President I CEO I Chairman services 

• Chief Financial Office services (including Strategic Financial services) 

• Use of certain assets by Hydro One Networks Inc. 

3.0 FEES PAY ABLE 

(a) The price for the performance of the Services for each of the Services Recipients shall be 
as identified in Schedule "A" attached hereto, exclusive of any sales and use taxes, as 
may be applicable. The relevant price for the Services shall be paid by each of the 
Services Recipients to the Services Provider by means of monthly electronic journal 
transfers which shall be reflected in the applicable books and records of each party. Each 
electronic journal transfer amount shall include HST (as this term is defined in clause 
4.0(a)(iv) below) calculated at the rate applicable at the time such journal transfer is 
recorded in the books of the Services Provider. In addition, each Services Recipient shall 
pay for any material costs which the Services Provider, acting reasonably, incurs as a 
result of resources, services and products that the Services Provider must purchase and 
that are in addition to the Services Provider's existing resources, services and products, in 

1 
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order to provide the said Services Recipient with specific services it requires and 
requests. 

(b) If at any time during the performance of the Services, a Services Recipient is of the 
opinion that there are deficiencies in the Services provided to it and/or that the price 
payable is in any way inaccurate, the said Services Recipient shall pay the entire relevant 
price payable by it in full and its sole remedy shall be to follow the dispute resolution 
procedures outlined in Section 6.0 herein to determine what amount, if any, shall be 
refunded to the said Services Recipient and/or what Services, if any, shall be rectified or 
redone by the Services Provider. 

4.0 REPRESENTATIONS AND WARRANTIES 

(a) The Services Provider represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to 

perform its obligations hereunder; 
(ii) the execution of this Agreement and compliance with and performance of the 

terms, conditions, and covenants contemplated herein have been duly authorized 
by all necessary corporate action on the part of the Services Provider; 

(iii) all staff employed in the performance of the Services shall have the qualifications, 
expertise and experience which could reasonably be expected of staff of a services 
provider performing work similar to the Services; and 

(iv) it is a HST registrant in good standing under the Excise Tax Act (Canada), and that 
its HST registration number is 869994731RTOOOI. For the purposes of this 
Agreement, HST means the federal Harmonized Sales Tax chargeable in 
accordance with Part IX of the Excise Tax Act (Canada), as amended, or any similar 
value-added tax that may be applicable during the term of this Agreement to the 
Services to be provided hereunder. 

(b) Each Services Recipient represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to 

perform its obligations hereunder; and 
(ii) the execution of this Agreement and compliance with and performance of the terms, 

conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Recipient. 

5.0 PERFORMANCE OF THE SERVICES 

(a) Compliance with Standards and Applicable Law: The Services Provider shall perform 
the Services in a diligent and professional manner and shall comply with the Services Recipient's 
computer data management and data access protocols contained in the Services Recipient's 
document entitled "Information Security Policy" (SP 0908 Rl) dated January 17, 2012 and any 
amendments thereto which may be made from time to time by the Services Recipient. The Services 
Provider shall comply at all times with the statutes, regulations, by-laws, standards and codes, as 
amended, as may be applicable to the Services Provider in respect of the Services and the 
performance of its obligations hereunder and it shall, at its own expense, obtain and maintain in good 
standing all permits and licences required by any authorities having jurisdiction to perform the 
Services. 

2 



(b) Safety and Security Measures: When any part of the Services is to be performed at any of 
the Services Recipients' premises, all of the Services Provider's staff engaged in the performance of 
the Services at the said premises shall comply with the safety and security requirements and 
measures in effect at the said premises. 

(c) Meetings: Each of the Services Recipient and the Services Provider shall, after the 
Effective Date, meet at least twice during the term of this Agreement to review performance, 
quality and timeliness of the Services provided by the Services Provider pursuant to this 
Agreement. 

6.0 DISPUTE RESOLUTION PROCEDURES 

Any controversy, dispute, difference, question or claim arising between any of the parties in 
connection with the interpretation, performance, construction or implementation of this 
Agreement that cannot be resolved by a director or manager from each of the said parties 
(collectively "Dispute") shall be settled in accordance with this Section. The aggrieved party 
shall send the other affected party(ies) written notice identifYing the Dispute, the amount 
involved, if any, and the remedy sought, and invoking the procedures of this Section. The 
Presidents of each affected party shall confer in an effort to resolve the Dispute. If the Presidents 
are unable to resolve the Dispute within 5 business days after receipt of the written notice of the 
Dispute, then the affected parties shall submit the Dispute to the President of Hydro One Inc. for 
resolution. 

7.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY 

(a) Confidentiality: 

Each party (the "Receiving Party") shall maintain in strict confidence this Agreement and the 
existence and contents thereof and all information, analysis, conclusions, drawings, reports, 
specifications or other information, proprietary or otherwise, whether transmitted orally, 
electronically or in written form, and received in furtherance of this Agreement from any of the 
other parties (the "Disclosing Party") or any of the Disclosing Party's directors, officers, 
employees, consultants, agents or legal and other advisors (the "Disclosing Party Representatives") 
(collectively the "Confidential Information"). Except as permitted herein, the Receiving Party 
shall not publish, reproduce, or disclose, either directly or indirectly, the said Confidential 
Information to any third pmty and shall not use the said Confidential Information for any purpose 
other than for purposes of this Agreement without the prior written consent of the Disclosing Party. 
The Receiving Party may disclose the Confidential Information only to its shareholder, directors, 
officers, employees, consultants, agents or professional advisors (the "Receiving Party 
Representatives") having a need to know same and who have undertaken a like obligation to 
maintain its confidentiality. 

For greater certainty, Confidential Information includes any and all personal information (as that 
term is defined in the Freedom of Information and Protection of Privacy Act (Ontario) and the 
Persona/lriformation Protection and Electronic Documents Act (Canada), as they may be amended, 
and any and all information regarding a consumer, retailer, wholesale buyer, wholesale supplier, or a 
generator, provided by the Disclosing Party to the Receiving Party for purposes of this Agreement, 
whether or not such information was initially provided prior to the Effective Date. 
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The Receiving Party undertakes to protect and safeguard all Confidential Information in its 
possession or under its control and received by the Disclosing Party, in the manner described in 
Schedule "B" attached hereto. The Disclosing Party may, on reasonable notice, and during regular 
business hours, audit the information management practices of the Receiving Party to confirm 
compliance with the terms and conditions of this Section 7.0 and all applicable statutes, regulations, 
by-laws, standards and codes, as amended. 

The Receiving Party undertakes to notify the Disclosing Party immediately upon discovery of any 
unauthorized use and/or disclosure of any of the Disclosing Party's Confidential Information, to co
operate with the Disclosing Party to help regain possession of such Confidential Information, and to 
prevent its further unauthorized use and/or disclosure. 

The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, 
publication and non-disclosure herein shall not apply to any information that: 

(i) is previously known to or lawfully in the possession of the Receiving Party prior to the date 
of disclosure as evidenced by the Receiving Party's written record; 

(ii) is independently known to or discovered by the Receiving Party, without any reference to 
the information or material; 

(iii) is obtained by the Receiving Party from an arm's length third party having a bona fide right 
to disclose same and who was not otherwise under an obligation of confidence or fiduciary 
duty to the Disclosing Party or the Disclosing Party Representatives; 

(iv) is or becomes public knowledge through no fault or omission o~ or breach of this 
Agreement by the Receiving Party or the Receiving Party Representatives; or 

(v) is required to be disclosed pursuant to a final judicial or governmental order or other legal 
process. 

Confidential Information (other than this Agreement which shall be jointly owned by the parties) 
shall remain the sole and exclusive property of the Disclosing Party that has disclosed the 
Confidential Information, and the Disclosing Party shall retain all right, title and interest in and to the 
said Confidential Information. 

The Receiving Party shall keep a record of written Confidential Information furnished to it by the 
Disclosing Party in a location separate from those locations where the Receiving Party has stored 
information in respect of other third parties for which it performs work and it shall advise the 
Disclosing Party of such location. 

All Confidential Information furnished by the Disclosing Party (other than this Agreement), 
including that portion of the Confidential Information which is contained in analyses, compilations, 
studies or other documents prepared by the Receiving Party or by the Receiving Party 
Representatives, is the Disclosing Party's property and will be returned immediately to the Disclosing 
Party upon its request. 

(b) Intellectual Property: 

Each of the Services Recipients shall obtain all rights, title and interests, including copyright 
ownership, to any reports and any other deliverable that is to be produced and delivered to it by the 
Services Provider and, subject to applicable legislation and notwithstanding clause 7.0(a) above, the 
said Services Recipient may use, disclose or modify such reports or deliverable in any manner it 
deems appropriate. The Services Provider shall not do any act which may compromise or diminish 
the said Services Recipient's interest as aforesaid. 
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(c) Survival of Obligations: 

This Section 7.0 shall forever survive the termination or expiration of this Agreement. 

8.0 LIABILITY 

The Services Provider shall indemnify each of the Services Recipients and the Services 
Recipient's respective successors and assigns, directors, officers, employees, contractors and 
agents from and against all costs or damages attributable to the Services Provider's performance 
and/or non-perfonnance of its obligations under this Agreement and any amendments thereto, 
whether arising from or based upon breach of contract, tort, negligence, strict liability or 
otherwise. Each Services Recipient shall indemnify the Services Provider and the Services 
Provider's successors and assigns, directors, officers, employees, contractors and agents from and 
against all costs or damages attributable to the said Services Recipient's performance and/or non
performance of its obligations under this Agreement and any amendments thereto, whether 
arising from or based upon breach of contract, tort, negligence, strict liability or otherwise. 
Notwithstanding any other provision of this Agreement, no party hereto shall be liable for any 
economic loss, loss of goodwill, loss of profit or for any special, indirect or consequential 
damages, where the said losses or damages are incurred by the other parties or any of them or by 
any third party claiming through or under the other parties or any of them. 

This Section 8.0 shall forever survive the termination or expiration of this Agreement. 

9.0 AUTHORIZED REPRESENTATIVES 

The authorized representatives of the parties hereto for purposes of this Agreement are the following: 

HYDRO ONE TELECOM INC. 
65 Kelfield Street, 
Rexdale, Ontario M9W 5A3 

Attention: 
Telephone: 
Telecopier: 

Cliff Truax 
416-240-6713 
416-240-6802 

HYDRO ONE REMOTE COMMUNITIES INC. 
483 Bay Street, 
Toronto, Ontario M5G 2P5 

Attention: 

Telephone: 
Telecopier: 

Una O'Reilly 
TCT8 
416-345-6698 
416-345-6356 

HYDRO ONE NETWORKS INC. 
483 Bay Street, 
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Toronto, Ontario MSG 2P5 

Attention: 

Telephone: 
Telecopier: 

Ryan Lee 
TCT8 
416-345-5158 
416-345-6833 

HYDRO ONE INC. 
483 Bay Street, 
Toronto, Ontario MSG 2P5 

Attention: 

Telephone: 
Telecopier: 

Sandy Struthers 
TCT!S 
416-345-6140 
416-345-5695 

HYDRO ONE BRAMPTON NETWORKS INC. 
175 Sandalwood Parkway West, 
Brampton, Ontario 
L7A 1E8 

Attention: Marc Villett Telephone: (905) 840-6300 ext. 205 
Telecopier: (905) 840-0967 

All correspondence, reports, documents and/or other communication concerning this 
Agreement and the Schedule attached hereto shall be directed to the attention of the 
authorized representatives noted above and shall be deemed to be sufficiently given if 
delivered personally, mailed or transmitted by fax to the attention of the authorized 
representatives at the addresses above, and any notice so given shall be deemed to have been 
made and received on the date of delivery or on the 5th business day following the day of 
mailing of same or on the day of transmission if transmitted during normal business hours, 
otherwise on the next business day, as the case may be. 

10.0 CHANGE OF CONTROL 

In the event of a change of control of any of the Services Recipients, this Agreement shall 
immediately terminate as between the said Services Recipient and the Services Provider only. A 
change of control shall mean, as applicable, a purchase of more than fifty (50) percent of the 
outstanding capital by a non-affiliate third party. 

11.0 ASSIGNMENT 
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Neither this Agreement nor any rights and obligations shall be assigned by any of the Services 
Recipients without the prior written consent of the Services Provider and by the Services Provider 
without the prior written consent of the affected Services Recipient, in either case which consent 
shall not be unreasonably withheld. Subject to the foregoing, this Agreement shall enure to the 
benefit of the parties hereto and their respective successors and permitted assigns. 

12.0 SCHEDULES 

Schedules "A" and "B" attached hereto are to be read with and form part of this Agreement. 

13.0 COUNTERPARTS 

This Agreement may be executed in counterparts and the counterparts together shall constitute an 
original. 

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their 
respective representatives duly authorized in that behalf. 

HYDRO ONE TELECOM INC. 

/Name: George Carleton 
Title: VP, Supply Chain Services 
I have authority to bind the corporation. 

Name: 
Title: 8/P 
I have authority to 

HYDRO ONE BRAMPTON NETWORKS INC. 

Name: Remy Fernandes 
Title: President and CEO 
I have authority to bind the corporation. 

HYDRO ONE REMOTE 
COMMUNITIES INC. 

Name: Myl s 
Title: Presi 
I have authority to ma the corporation. 

HYDRO ONE INC. 

~~ 
Title: lfeS:deo>-1- ~' Ceo 

I have authority to bind the corporation. 
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Schedule "A" 

The annual cost for the performance of the Services to be delivered is summarized as follows: 

Services 

Ge~~r~~l~~u.nsel&:.Se~retitey'f{J::· 
(incl~di~lf~~iporl)te~~t\i:@~~'i\ . Qt'f'ice . .. . . . ... 
Pr~sitle~tt§EQt·.(;li~.i~wll~'····· 
Service,s 

Chief Financial. Office Services 
(including·Strategk.Financial 
services) · · . . .· 

Hydro One 
Networks Inc. 

850.0 

3,349 

756 

4,955.00 

DESCRIPTION OF SERVICES: 

General Counsel and Secretary 

· .. ·····.·.·.•.·.··.·.·.·.·. ':.·.·.·.· •• ·•. 

(i~ $Thousand~) . 

Hydro One 
Remote 

Communities 
Inc. 

23 

18 

9 

50.0 

Hydro One 
Telecom 

Inc. 

9 

28 

23 

60.0 

Hydro One 
Brampton 
Networks 

Inc. 

18 

33 

32 

83.0 

The Services Provider shall provide the Services Recipient with professional legal advice and 
input. This advice shall include, but shall not be limited to, interpretation and analysis of 
legislation and regulations, advice concerning corporate structure and governance, development 
of regulatory instruments (licences), contracts, and environmental and health and safety issues. 
The Services Provider will also provide guidance on business ethics and support in the form of a 
business code of conduct. 

President I CEO I Chairman services 

The Services Provider shall provide the Services Recipient with strategic direction and 
management in an attempt to ensure that the Services Recipient's corporate goals are achieved. 
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Chief Financial Office services (including Strategic Financial services) 

The Services Provider shall provide the Services Recipient with strategic direction and 
management in an attempt to ensure that the Services Recipient's corporate financial goals are 
achieved. 

The Services Provider shall provide the Services Recipient with strategic approval with respect to 
investment decisions. Services relating to the review of policies and procedures, treasury 
operations and tax planning, financial control and reporting will also be provided by the Services 
Provider to the Services Recipient as required by the Services Recipient. 
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Schedule "B" 

Receiving Party Security Safeguards Regarding Confidential Information Received from the 
Disclosing Party 

The Receiving Party shall protect the Confidential Information by security safeguards 
appropriate to the sensitivity of the information. 

I) The Receiving Party shall protect the Confidential Information against such risks as loss 
or theft, unauthorized access, disclosure, copying, use, modification or destruction, through 
appropriate security measures, regardless of the format in which it is held. 

2) All of the Receiving Party's Representatives with access to the Confidential Information 
shall be contractually required to respect the confidentiality of that information. 

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will vary 
depending on the sensitivity, amount, distribution and format of the information, and the method 
of storage. The Receiving Party shall ensure that more sensitive information will be safeguarded 
by a higher level of protection. 

4) The Receiving Party shall ensure that methods of protection will include: 

(a) physical measures, for example, locked filing cabinets and restricted access to 
offices; 

(b) organizational measures, for example, controlling entry to data centers and 
limiting access to information on a "need-to-know" basis; 

(c) technological measures, for example, the use of passwords and encryption; and 

(d) investigative measures, in cases where the Receiving Party has reasonable 
grounds to believe that the Confidential Information is being inappropriately collected, 
used or disclosed by anyone whom in law the Receiving Party is responsible. 
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THIS AGREEMENT made in duplicate this 17th day of January, 2012 (the "Effective Date"). 

BETWEEN: 

HYDRO ONE NETWORKS INC. 
(the "Services Provider") 

-and-

HYDRO ONE REMOTE COMMUNITIES INC, HYDRO ONE INC. 
HYDRO ONE TELECOM INC., and HYDRO ONE BRAMPTON NETWORKS INC. 

(individually, the "Services Recipient" and collectively, the "Services Recipients") 

1.0 PREFACE 

This Agreement is intended to identify the services that are to be provided to each of the Services 
Recipients by the Services Provider in accordance with the terms and conditions herein. Except as 
otherwise specified, the term of this Agreement shall be for a period of I year commencing on the 
Effective Date. 

2.0 SERVICES 

The Services Provider shall provide to each of the Services Recipients (as may be required by each of 
them respectively from time to time during the term of this Agreement) the following services (the 
"Services"), which Services are more particularly described in Schedule "A" attached hereto: 

• General Counsel and Secretary services 

• Financial services 

• Corporate services 

• Telecommunications Services 

• Other services 

3.0 FEES PAY ABLE 

(a) The price for the performance of the Services for each of the Services Recipients shall be as 
identified in Schedule "A" attached hereto, exclusive of any sales and use taxes, as may be 
applicable. The relevant price for the Services shall be paid by each of the Services Recipients to 
the Services Provider by means of monthly electronic journal transfers which shall be reflected in 
the applicable books and records of each party. In addition, each Services Recipient shall pay for 
any material costs which the Services Provider, acting reasonably, incurs as a result of resources, 
services and products that the Services Provider must purchase and that are in addition to the 
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Services Provider's extstmg resources, services and products, in order to provide the said 
Services Recipient with specific services it requires and requests. 

(b) If at any time during the performance of the Services, a Services Recipient is of the opinion that 
there are deficiencies in the Services provided to it and/or that the price payable is in any way 
inaccurate, the said Services Recipient shall pay the entire relevant price payable by it in full and 
its sole remedy shall be to follow the dispute resolution procedures outlined in Section 6.0 herein 
to determine what amount, if any, shall be refunded to the said Services Recipient and/or what 
Services, if any, shall be rectified or redone by the Services Provider. 

(c) The parties acknowledge and agree that, with the exception of Hydro One Inc., they qualifY as 
specified members of a closely related group under subsection 156(1) of the Excise Tax Act 
(Canada), as amended (the "Act") and have jointly executed a Form GST25, to make an election 
under subsection 156(2) of the Act to deem the purchase and sale of the Services to be made for 
nil consideration for purposes of HST. For the purposes of this Agreement, "HST" means the 
federal Harmonized Sales Tax chargeable in accordance with Part IX of the Excise Tax Act 
(Canada), as amended, or any similar value-added tax that may be applicable during the term of 
this Agreement to the Services to be provided hereunder. 

4.0 REPRESENTATIONS AND WARRANTIES 

(a) The Services Provider represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perform 

its obligations hereunder; 
(ii) the execution of this Agreement and compliance with and performance of the terms, 

conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Provider; and 

(iii) all staff employed in tbe performance of the Services shall have the qualifications, expertise 
and experience which could reasonably be expected of staff of a services provider 
performing work similar to the Services. 

(b) Each Services Recipient represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perform 

its obligations hereunder; and 
(ii) the execution of this Agreement and compliance with and performance of tbe terms, 

conditions, and covenants contemplated herein have been duly authorized by all necessary 
corporate action on tbe part of tbe Services Recipient. 

5.0 PERFORMANCE OF THE SERVICES 

(a) Compliance with Standards and Applicable Law: The Services Provider shall perform the 
Services in a diligent and professional manner and shall comply with the Services Recipient's computer data 
management and data access protocols contained in the Services Recipient's document entitled "Information 
Security Policy" (SP 0908 Rl) dated January 17, 2012 and any amendments thereto which may be made 
from time to time by the Services Recipient. The Services Provider shall comply at all times with the 
statutes, regulations, by-laws, standards and codes, as amended, as may be applicable to the Services Provider 
in respect of the Services and the performance of its obligations hereunder and it shall, at its own expense, 
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obtain and maintain in good standing all permits and licences required by any authorities having jurisdiction 
to perform the Services. 

(b) Safety and Security Measures: When any part of the Services is to be performed at any of the 
Services Recipients' premises, all of the Services Provider's staff engaged in the performance of the Services 
at the said premises shall comply with the safety and security requirements and measures in effect at the said 
premises. 

(c) Meetings: Each of the Services Recipient and the Services Provider shall, after the Effective 
Date, meet at least twice during the term of this Agreement to review performance, quality and timeliness 
of the Services provided by the Services Provider pursuant to this Agreement. 

6.0 DISPUTE RESOLUTION PROCEDURES 

Any controversy, dispute, difference, question or claim arising between any of the parties in connection 
with the interpretation, performance, construction or implementation of this Agreement that cannot be 
resolved by a director or manager from each of the said parties (collectively "Dispute") shall be settled in 
accordance with this Section. The aggrieved party shall send the other affected party(ies) written notice 
identifying the Dispute, the amount involved, if any, and the remedy sought, and invoking the procedures 
of this Section. The Presidents of each affected party shall confer in an effort to resolve the Dispute. If 
the Presidents are unable to resolve the Dispute within 5 business days after receipt of the written notice 
of the Dispute, then the affected parties shall submit the Dispute to the President of Hydro One Inc. for 
resolution. 

7.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY 

(a) Confidentiality: 

Each party (the "Receiving Party") shall maintain in strict confidence this Agreement and the existence 
and contents thereof and all information, analysis, conclusions, drawings, reports, specifications or other 
information, proprietary or otherwise, whether transmitted orally, electronically or in written form, and 
received in fmtherance of this Agreement from any of the other parties (the "Disclosing Party") or any of 
the Disclosing Party's directors, officers, employees, consultants, agents or legal and other advisors (the 
"Disclosing Party Representatives") (collectively the "Confidential Information"). Except as permitted 
herein, the Receiving Party shall not publish, reproduce, or disclose, either directly or indirectly, the said 
Confidential Information to any third party and shall not use the said Confidential Infonnation for any 
purpose other than for purposes of this Agreement without the prior written consent of the Disclosing Party. 
The Receiving Party may disclose the Confidential lnfonnation only to its shareholder, directors, officers, 
employees, consultants, agents or professional advisors (the "Receiving Party Representatives") having a 
need to know same and who have undertaken a like obligation to maintain its confidentiality. 

For greater certainty, Confidential Infonnation includes any and all personal information (as that term is 
defined in the Freedom of Information and Protection of Privacy Act (Ontario) and the Personal Information 
Protection and Electronic Documents Act (Canada), as they may be amended, and any and all information 
regarding a consumer, retailer, wholesale buyer, wholesale supplier, or a generator provided by the 
Disclosing Party to the Receiving Party for purposes of this Agreement, whether or not such information was 
initially provided prior to the Effective Date. 
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The Receiving Party undertakes to protect and safeguard all Confidential Information in its possession or 
under its control and received by the Disclosing Party, in the manner described in Schedule "B" attached 
hereto. The Disclosing Party may, on reasonable notice, and during regular business hours, audit the 
information management practices of the Receiving Party to confirm compliance with the terms and 
conditions of this Section 7.0 and all applicable statutes, regulations, by-laws, standards and codes, as 
amended. 

The Receiving Party undertakes to notifY the Disclosing Party immediately upon discovery of any 
unauthorized use and/or disclosure of any of the Disclosing Party's Confidential Information, to co-operate 
with the Disclosing Party to help regain possession of such Confidential Information, and to prevent its 
further unauthorized use and/or disclosure. 

The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, publication and 
non-disclosure herein shall not apply to any information that: 

(i) is previously known to or lawfully in the possession of the Receiving Party prior to the date of 
disclosure as evidenced by the Receiving Party's written record; 

(ii) is independently known to or discovered by the Receiving Party, without any reference to the 
information or material; 

(iii) is obtained by the Receiving Party from an arm's length third party having a bona fide right to 
disclose same and who was not otherwise under an obligation of confidence or fiduciary duty to the 
Disclosing Party or the Disclosing Party Representatives; 

(iv) is or becomes public knowledge through no fault or omission of, or breach of this Agreement by the 
Receiving Party or the Receiving Party Representatives; or 

(v) is required to be disclosed pursuant to a final judicial or governmental order or other legal process. 

Confidential Information (other than this Agreement which shall be jointly owned by the parties) shall remain 
the sole and exclusive property of the Disclosing Party that has disclosed the Confidential Information, and 
the Disclosing Party shall retain all right, title and interest in and to the said Confidential Information. 

The Receiving Party shall keep a record of written Confidential Information furnished to it by the Disclosing 
Party in a location separate from those locations where the Receiving Party has stored information in respect 
of other third parties for which it performs work and it shall advise the Disclosing Party of such location. 

All Confidential Information furnished by the Disclosing Party (other than this Agreement), including that 
portion of the Confidential Information which is contained in analyses, compilations, studies or other 
documents prepared by the Receiving Party or by the Receiving Party Representatives, is the Disclosing 
Party's property and will be returned immediately to the Disclosing Party upon its request. 

(b) Intellectual Property: 

Each of the Services Recipients shall obtain all rights, title and interests, including copyright ownership, to 
any reports and any other deliverable that is to be produced and delivered to it by the Services Provider and, 
subject to applicable legislation and notwithstanding clause 7.0(a) above, the said Services Recipient may 
use, disclose or modifY such reports or deliverable in any manner it deems appropriate. The Services 
Provider shall not do any act which may compromise or diminish the said Services Recipient's interest as 
aforesaid. 

(c) Survival of Obligations: 

The obligations in this Section 7.0 shall forever survive the termination or expiration of this Agreement. 
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8.0 LIABILITY 

The Services Provider shall indemnify each of the Services Recipients and the Services Recipient's 
respective successors and assigns, directors, officers, employees, contractors and agents from and against 
all costs or damages attributable to the Services Provider's performance and/or non-performance of its 
obligations under this Agreement and any amendments thereto, whether arising from or based upon 
breach of contract, tort, negligence, strict liability or otherwise. Each Services Recipient shall indemnify 
the Services Provider and the Services Provider's successors and assigns, directors, officers, employees, 
contractors and agents from and against all costs or damages attributable to the said Services Recipient's 
performance and/or non-performance of its obligations under this Agreement and any amendments 
thereto, whether arising from or based upon breach of contract, tort, negligence, strict liability or 
otherwise. Notwithstanding any other provision of this Agreement, no party hereto shall be liable for any 
economic loss, loss of goodwill, loss of profit or for any special, indirect or consequential damages, where 
the said losses or damages are incurred by the other parties or any of them or by any third party claiming 
through or under the other parties or any of them. 

This Section 8.0 shall forever survive the termination or expiration of this Agreement. 

9.0 AUTHORIZED REPRESENTATIVES 

The authorized representatives of the parties hereto for purposes of this Agreement are the following: 

HYDRO ONE TELECOM INC. 
65 Kelfield Street, 
Rexdale, Ontario M9W 5A3 

Attention: 
Telephone: 
Telecopier: 

Cliff Truax 
416-240-6713 
416-240-6802 

HYDRO ONE REMOTE COMMUNITIES INC. 
483 Bay Street, 
Toronto, Ontario M5G 2P5 

Attention: 

Telephone: 
Telecopier: 

Una O'Reilly 
TCT8 
416-345-6698 
416-345-6356 

HYDRO ONE NETWORKS INC. 
483 Bay Street, 
Toronto, Ontario M5G 2P5 

Attention: 

Telephone: 
Telecopier: 

Ryan Lee 
TCT8 
416-345-5158 
416-345-6833 
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HYDRO ONE INC. 
483 Bay Street, 
Toronto, Ontario M5G 2P5 

Attention: 

Telephone: 
Telecopier: 

Sandy Struthers 
TCT 15 
416-345-6140 
416-345-5695 

HYDRO ONE BRAMPTON NETWORKS INC. 
175 Sandalwood Parkway West, 
Brampton, Ontario 
L7A IE8 

Attention: 
Telephone: 
Telecopier: 

Marc Villett 
(905) 452-5501 
(905) 840-0967 

All correspondence, reports, documents and/or other communication concerning this Agreement and 
the Schedule attached hereto shall be directed to the attention of the authorized representatives noted 
above and shall be deemed to be sufficiently given if delivered personally, mailed or transmitted by 
fax to the attention of the authorized representatives at the addresses above, and any notice so given 
shall be deemed to have been made and received on the date of delivery or on the 5th business day 

· following the day of mailing of same or on the day of transmission if transmitted during normal 
business hours, otherwise on the next business day, as the case may be. 

10.0 CHANGE OF CONTROL 

In the event of a change of control of the Services Provider, this Agreement shall immediately terminate 
as between each of the Services Recipients and the Services Provider. A change of control shall mean, as 
applicable, a purchase of more than fifty (50) percent of the outstanding capital by a non-affiliate third 
party. 

11.0 ASSIGNMENT 

Neither this Agreement nor any rights and obligations shall be assigned by any of the Services Recipients 
without the prior written consent of the Services Provider and by the Services Provider without the prior 
written consent of the affected Services Recipient, in either case which consent shall not be unreasonably 
withheld. Subject to the foregoing, this Agreement shall enure to the benefit of the parties hereto and their 
respective successors and permitted assigns. 

12.0 SCHEDULES 

Schedules "A" and "B" attached hereto are to be read with and form part of this Agreement. 
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13.0 COUNTERPARTS 

This Agreement may be executed in counterparts and the counterparts together shall constitute an original. 

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their respective 
representatives duly authorized in that behalf. 

HYDRO ONE TELECOM INC. 

p;Name: George Carleton 
Title: VP, Supply Chain Services 
I have authority to bind the corporation 

HYDRO ONE NETWORKS INC. 

(LU}cv Fbrr>w.5(;JV 
Title: Prc-sicla'li- <: u;o 
I have authority to bind the corporation. 

HYDRO ONE BRAMPTON NETWORKS INC. 

Name: Remy Fernandes 
Title: President and CEO 
I have authority to bind the corporation. 

HYDRO ONE REMOTE 
COMMUNITIES INC. 

HYDRO ONE INC. 

Name: 
Title: 

Financial Officer 
I have authority to bind the corporation. 
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Schedule "A" 

The annual cost for the performance of the Services to be delivered is summarized as follows: 

SERVICES Hydro One Hydro One Hydro One Hydro One 
Inc. Remote Telecom In,c. Brampton 

Communities Networks Inc. 
Inc. 

General Counsel and 87.0 217.0 87.0 114-0 
Secretary Services 

Financial Services 74.0 260.0 342.0 390.0 

Corporate Services 267.0 253.0 26.0 

Telecommunication 128.0 279.0 
Services 

Other Services 375.0 1,031 :o 

161.0 1,247.0 1,992.0 590.0 
Totals 

DESCRIPTION OF SERVICES: 

The following provides a generic description of all Services to be provided by the Services Provider-

GENERAL COUNSEL AND SECRETARY SERVICES 

The Services Provider shall provide the Services Recipient with professional legal advice and input which 
shall include, but not be limited to, interpretation and analysis of legislation and regulations, advice 
concerning corporate structure and governance, development of regulatory instruments (licenses), 
contracts, and environmental and health and safety issues. 

FINANCIAL SERVICES 

The Services Provider shall provide financial services support to the Services Recipient by providing 
timely and reliable financial information. The Services Provider will also provide services relating to 
business planning, budgeting and financial reporting. As required, services relating to 
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treasury/pension/investor relations, taxation, internal audit and risk management, insurance, financial 
systems and services, cost and inventory accounting and decision support will also be provided. Other 
financial services such as transaction processing (accounts payable and receivable), and fixed asset and 
general accounting will also be provided. 

CORPORATE SERVICES 

The Services Provider shall provide corporate services in five main areas: 

• Human Resources I Labour Relations - provision of human resource policy, strategy and 
standards to meet legal and other requirements. This includes staff planning, leadership 
development, succession planning and change management as well as labour relations services, 
pay equity, diversity, health services and perfonnance management, compensation, health and 
benefits programs and administration of payroll, benefit plans and incentive plans. 

• Business Architecture - provision of information systems support for Cornerstone Phase 1 and 2 
as well as the management of legacy tools to support real time operations. 

• Information Management- provision of computer and applications management support, internal 
telecommunications management, IT capital projects and IT strategy management and Inergi 
applications support management. 

• Corporate Security - provision of advice, guidance and investigative support services to ensure 
the protection of assets and optimize the reliable delivery of electricity. 

• First Nations & Metis Relations - provision of leadership and consultation support to address 
issues with First Nations & Metis communities. 

• Corporate Communications - provision of strategy, program and support for corporate 
communications, public affairs and media relations, as well as corporate and shareholder relations 
and strategy programs related to internal communications. 

TELECOMMUNICATIONS SERVICES 

The Services Provider shall provide the Services Recipient with various telecommunications-related 
services including field and engineering, logistics, corporate, construction, telecommunication and 
information technology services. 

OTHER SERVICES 

The Services Provider shall provide the Services Recipient with: 

• Customer Services Operation - provision of bill production and dispatch and settlements service, as 
well as data services related to field-based service orders. 

• Information Management provision of infrastructure operations, including a variety of activities 
such as system testing and integration, Internet and database management services, as well as services 
related to mainframe infrastructure operations, end user and desk-top support. 
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Schedule "B" 

Receiving Party Security Safeguards Regarding Confidential Infonnation Received from the Disclosing 
Party 

The Receiving Party shall protect the Confidential Information by security safeguards appropriate to the 
sensitivity of the information. 

l) The Receiving Party shall protect the Confidential Information against such risks as loss or theft, 
unauthorized access, disclosure, copying, use, modification or destruction, through appropriate security 
measures, regardless of the fonnat in which it is held. 

2) All of the Receiving Party's Representatives with access to the Confidential Information shall be 
contractually required to respect the confidentiality of that infonnation. 

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will vary 
depending on the sensitivity, amount, distribution and format of the information, and the method of 
storage. The Receiving Party shall ensure that more sensitive information will be safeguarded by a higher 
level of protection. 

4) The Receiving Party shall ensure that methods of protection will include: 

(a) physical measures, for example, locked filing cabinets and restricted access to offices; 

(b) organizational measures, for example, controlling entry to data centers and limiting 
access to infonnation on a "need-to-know" basis; 

(c) technological measures, for example, the use of passwords and encryption; and 

(d) investigative measures, in cases where the Receiving Party has reasonable grounds to 
believe that the Confidential Information is being inappropriately collected, used or disclosed by 
anyone whom in law the Receiving Party is responsible. 
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THIS AGREEMENT made in duplicate this 17th day of January, 2012 (the "Effective Date"). 

BETWEEN: 

1.0 PREFACE 

HYDRO ONE NETWORKS INC. 
(the "Services Provider") 

-and-

HYDRO ONE REMOTE COMMUNITIES INC. 
(the "Services Recipient") 

This Agreement is intended to identity the services that are to be provided to the Services Recipient by 
the Services Provider in accordance with the terms and conditions herein. Except as otherwise specified, 
the term of this Agreement shall be for a period of I year commencing on the Effective Date. 

2.0 SERVICES 

The Services Provider shall provide chief and executive office and president services to the Services 
Recipient, which collectively constitute the Services and which are more particularly described in 
Schedule "A" attached hereto, as may be required by the Services Recipient from time to time during the 
term of this Agreement. 

3.0 FEES PAYABLE 

(a) The annual price for the performance of the Services for the Services Recipient shall be 
$80,000.00, exclusive of any sales and use taxes, as may be applicable. The said annual price for 
the Services shall be paid by the Services Recipient to the Services Provider by means of monthly 
electronic journal transfers which shall be reflected in the applicable books and records of each 
party In addition, each Services Recipient shall pay for any material costs which the Services 
Provider, acting reasonably, incurs as a result of resources, services and products that the Services 
Provider must purchase and that are in addition to the Services Provider's existing resources, 
services and products, in order to provide the said Services Recipient with specific services it 
requires and requests. 

(b) If at any time during the performance of the Services, the Services Recipient is of the opinion that 
there are deficiencies in the Services provided to it and/or that the price payable is in any way 
inaccurate, the Services Recipient shall pay the entire relevant price payable by it in full and its 
sole remedy shall be to follow the dispute resolution procedures outlined in Section 6.0 herein to 
determine what amount, if any, shall be refunded to the Services Recipient and/or what Services, 
if any, shall be rectified or redone by the Services Provider. 
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c) The parties acknowledge and agree that they qualifY as specified members of a closely related 
group under subsection 156(1) of the Excise Tax Act (Canada), as amended (!be "Act") and have 
jointly executed a Form GST25, to make an election under subsection 156(2) of the Act to deem 
the purchase and sale of the Services to be made for nil consideration for purposes of HST. For 
the purposes of tbis Agreement, "HST" means the federal Harmonized Sales Tax chargeable in 
accordance with Part IX of the Excise Tax Act (Canada), as amended, or any similar value-added 
tax that may be applicable during the term of tbis Agreement to the Services to be provided 
hereunder. 

4.0 REPRESENTATIONS AND WARRANTIES 

(a) The Services Provider represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perform 

its obligations hereunder; 
(ii) the execution of this Agreement and compliance witb and performance of the terms, 

conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Provider; and 

(iii) all staff employed in the performance of tbe Services shall have the qualifications, expertise 
and experience which could reasonably be expected of staff of a services provider 
performing work similar to the Services. 

(b) The Services Recipient represents and warrants !bat: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perform 

its obligations hereunder; and 
(ii) the execution of this Agreement and compliance with and performance of the terms, 

conditions, and covenants contemplated herein have been duly authorized by all necessary 
corporate action on the part of the Services Recipient. 

5.0 PERFORMANCE OF THE SERVICES 

(a) Compliance with Standards and Aoolicable Law: The Services Provider shall perform the 
services in a diligent and professional manner and shall comply witb the Services Recipient's computer data 
management and data access protocols contained in tbe Services Recipient's document entitled "Information 
Security Policy" (SP 0908 R1) dated January 17,2012 and any amendments thereto which may be made 
from time to time by the Services Recipient. The Services Provider shall comply at all times witb the statutes, 
regulations, by-laws, standards and codes, as amended, as may be applicable to the Services Provider in 
respect of tbe Services and the performance of its obligations hereunder and it shall, at its own expense, 
obtain and maintain in good standing all permits and licences required by any authorities having jurisdiction 
to perform the Services. 

(b) Safetv and Secnrity Measnres: When any part of tbe Services is to be performed at any of the 
Services Recipient's premises, all of the Services Provider's staff engaged in the performance of the Services 
at the said premises shall comply with tbe safety and security requirements and measures in effect at the said 
premises. 

(c) Meetings: The parties shall, after the Effective Date, meet at least twice a year during the term of 
tbis Agreement to review performance, quality and timeliness of the Services provided by the Services 
Provider pursuant to this Agreement. 
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6.0 DISPUTE RESOLUTION PROCEDURES 

Any controversy, dispute, difference, question or claim arising between any of the parties in connection 
with the interpretation, performance, construction or implementation of this Agreement that cannot be 
resolved by a director or manager from each of the said parties (collectively "Dispute") shall be settled in 
accordance with this Section. The aggrieved party shall send the other affected party(ies) written notice 
identifYing the Dispute, the amount involved, if any, and the remedy sought, and invoking the procedures 
of this Section. The Presidents of each affected party shall confer in an effort to resolve the Dispute. If 
the Presidents are unable to resolve the Dispute within 5 business days after receipt of the written notice 
of the Dispute, then the affected parties shall submit the Dispute to the President of Hydro One Inc. for 
resolution. 

7.0 CONFIDENTIALHY AND INTELLECTUAL PROPERTY 

(a) Confidentiality: 

Each party (the "Receiving Party") shall maintain in strict confidence this Agreement and the existence and 
contents thereof and all information, analysis, conclusions, drawings, reports, specifications or other 
information, proprietary or otherwise, whether transmitted orally, electronically or in written form, and 
received in furtherance of this Agreement from any of the other parties (the "Disclosing Party") or any of the 
Disclosing Party's directors, officers, employees, consultants, agents or legal and other advisors (the 
"Disclosing Party Representatives") (collectively the "Confidential Information"). Except as permitted 
herein, the Receiving Party shall not publish, reproduce, or disclose, either directly or indirectly, the said 
Confidential Information to any third party and shall not use the said Confidential Information for any 
purpose other than for purposes of this Agreement without the prior written consent of the Disclosing Party. 
The Receiving Party may disclose the Confidential Information only to its shareholder, directors, officers, 
employees, consultants, agents or professional advisors (the "Receiving Party Representatives") having a 
need to know same and who have undertaken a like obligation to maintain its confidentiality. 

For greater certainty, Confidential Information includes any and all personal information (as that term is 
defined in the Freedom of Information and Protection of Privacy Act (Ontario) and the Personal Information 
Protection and Electronic Documents Act (Canada), as they may be amended, and any and all information 
regarding a consumer, retailer, wholesale buyer, wholesale supplier, or a generator, provided by the 
Disclosing Party to the Receiving Party for purposes of this Agreement, whether or not such information was 
initially provided prior to the Effective Date. 

The Receiving Party undertakes to protect and safeguard all Confidential Information in its possession or 
under its control and received by the Disclosing Party, in the manner described in Schedule "B" attached 
hereto. The Disclosing Party may, on reasonable notice, and during regular business hours, audit the 
information management practices of the Receiving Party to confirm compliance with the terms and 
conditions of this Section 7.0 and all applicable statutes, regulations, by-laws, standards and codes, as 
amended. 

The Receiving Party undertakes to notifY the Disclosing Party immediately upon discovery of any 
unauthorized use and/or disclosure of any of the Disclosing Party's Confidential Information, to co-operate 
with the Disclosing Party to help regain possession of such Confidential Information, and to prevent its 
further unauthorized use and/or disclosure. 
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The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, publication and 
non-disclosure herein shall not apply to any infonnation that: 

(i) is previously known to or lawfully in the possession of the Receiving Party prior to the date of 
disclosure as evidenced by the Receiving Party's written record; 

(ii) is independently known to or discovered by the Receiving Party, without any reference to the 
infonnation or material; 

(iii) is obtained by the Receiving Party from an ann's length third party having a bona fide right to 
disclose same and who was not otherwise under an obligation of confidence or fiduciary duty to the 
Disclosing Party or the Disclosing Party Representatives; 

(iv) is or becomes public knowledge through no fault or omission of, or breach of this Agreement by the 
Receiving Party or the Receiving Party Representatives; or 

(v) is required to be disclosed pursuant to a final judicial or governmental order or other legal process. 

Confidential Information (other than this Agreement which shall be jointly owned by the parties) shall remain 
the sole and exclusive property of the Disclosing Party that has disclosed the Confidential Information, and 
the Disclosing Party shall retain all right, title and interest in and to the said Confidential Information. 

The Receiving Party shall keep a record of written Confidential Infonnation furnished to it by the Disclosing 
Party in a location separate from those locations where the Receiving Party has stored infonnation in respect 
of other third parties for which it perfonns work and it shall advise the Disclosing Party of such location. 

All Confidential lnfonnation furnished by the Disclosing Party (other than this Agreement), including that 
portion of the Confidential Information which is contained in analyses, compilations, studies or other 
documents prepared by the Receiving Party or by the Receiving Party Representatives, is the Disclosing 
Party's property and will be returned immediately to the Disclosing Party upon its request. 

(b) Intellectual Property: 

The Services Recipient shall obtain all rights, title and interests, including copyright ownership, to any reports 
and any other deliverable that is to be produced and delivered to it by the Services Provider and, subject to 
applicable legislation and notwithstanding clause 7.0(a) above, the said Services Recipient may use, disclose 
or modify such reports or deliverable in any manner it deems appropriate. The Services Provider shall not do 
any act which may compromise or diminish the Services Recipient's interest as aforesaid. 

(c) Survival of Obligations: 

The obligations in this Section 7.0 shall forever survive the tennination or expiration of this Agreement. 

8.0 LIABILITY 

Unless otherwise agreed in writing, each party shall indemnify the other party and that other party's 
successors and assigns, directors, officers, employees, contractors and agents from and against all direct 
costs or damages attributable to the indemnifying party's performance and/or non-perfonnance of its 
obligations under this Agreement and any amendments or additions thereto that are mutually agreed to in 
writing, whether arising from or based on breach of contract, tort, negligence, strict liability or otherwise. 
Notwithstanding any other provision of this Agreement, neither party shall be liable for any economic 
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loss, loss of goodwill, loss of profit or for any special, indirect or consequential damages, where the said 
losses or damages are incurred by the other or by any third party claiming through or under the other. 

This Section 8.0 shall forever survive the tennination or expiration of this Agreement. 

9.0 AUTHORIZED REPRESENTATIVES 

The authorized representatives of the parties hereto for purposes of this Agreement are the following: 

HYDRO ONE REMOTE COMMUNITIES INC. 
483 Bay Street, 
South Tower, 8"' Floor 
Toronto, Ontario M5G 2P5 
Attention: Una O'Reilly 

TCT8 
Telephone: 
Telecopier: 

416-345-6698 
416-345-6356 

HYDRO ONE NETWORKS INC. 
483 Bay St. 
North Tower, 14°' F1oorB13 
Toronto, Ontario M5G 2P5 
Attention: Rob Berardi 
Telephone: ( 416) 345-4277 
Telecopier: ( 416) 345-6833 

All correspondence, reports, documents and/or other communication conceming this Agreement and 
the Schedule attached hereto shall be directed to the attention of the authorized representatives noted 
above and shall be deemed to be sufficiently given if delivered personally, mailed or transmitted by 
fax to the attention of the authorized representatives at the addresses above, and any notice so given 
shall be deemed to have been made and received on the date of delivery or on the 5th business day 
following the day of mailing of same or on the day of transmission if transmitted during normal 
business hours, otherwise on the next business day, as the case may be. 

10.0 CHANGE OF CONTROL 

In the event of a change of control of the Services Provider, this Agreement shall immediately terminate. 
A change of control shall mean, as applicable, a purchase of more than fifty (50) percent of the 
outstanding capital by a non-affiliate third party. 

11.0 ASSIGNMENT 

Neither this Agreement nor any rights and obligations shall be assigned by either party without the prior 
written consent of the other party, which consent shall not be unreasonably withheld. Subject to the 
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foregoing, this Agreement shall enure to the benefit of tbe parties hereto and tbeir respective successors and 
permitted assigns. 

12.0 RELATIONSHIP OF PARTIES: 

Nothing in this Agreement creates tbe relationship of principal and agent, employer and employee, 
partnership or joint venture between the parties. The parties agree that they are and will at all times remain 
independent and are not and shall not present themselves to be tbe agent, employee, partner or joint venturer 
of the other. No representations will be made or acts taken by eitber party which could establish any apparent 
relationship of agency, employment, joint venture or partnership and neither party shall be bound in any 
manner whatsoever by any agreements, warranties or representations made by the other party to any other 
person nor with respect to any other action of the otber party. 

13.0 SCHEDULES 

Schedules "A" and "B" attached hereto are to be read with and form part of this Agreement. 

14.0 COUNTERPARTS 

This Agreement may be executed in counterparts and the counterparts togetber shall constitute an original. 

1N WITNESS THEREOF the parties hereto have caused tbis Agreement to be executed by their respective 
representatives duly autborized in that behalf. 

HYDRO ONE NETWORKS lNC. 

itle: Officer 
I have authority to bind the corporation 

HYDRO ONE REMOTE 
COMMUNITIES INC. 

~U;~ 
Name: Maureen Wareham 
Title: Officer 
have authority to bind the corporation. 
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Schedule "A" 

DESCRIPTION OF SERVICES: 

The Services Provider shall provide the Services Recipient with the following services: 

• Provide administrative services related to Corporate record-keeping, and signing of contracts and 
corporate documents that require strategic approval; 

• Communicate Hydro One Inc.'s strategic goals, direction and policies to the Services Recipient and 
ensure that the Services Recipient adheres to these policies, goals and directions; and 

• Advocate for the Services Recipient at the Hydro One Inc. level for budgetary items, operational 
issues and performance goals, and ensure that the Services Recipient's business is understood and 
communicated at the parent company level. 

7 



Schedule "B" 

Receiving Party Security Safeguards Regarding Confidential Information Received from the 
Disclosing Party 

The Receiving Party shall protect the Confidential Information by security safeguards 
appropriate to the sensitivity of the information. 

1) The Receiving Party shall protect the Confidential Information against such risks as loss 
or theft, unauthorized access, disclosure, copying, use, modification or destruction, through 
appropriate security measures, regardless of the format in which it is held. 

2) All of the Receiving Party Representatives with access to the Confidential Information 
shall be contractually required to respect the confidentiality of that information. 

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will 
vary depending on the sensitivity, amount, distribution and format of the information, and the 
method of storage. The Receiving Party shall ensure that more sensitive information will be 
safeguarded by a higher level of protection. 

4) The Receiving Party shall ensure that methods of protection will include: 

(a) physical measures, for example, locked filing cabinets and restricted access to 
offices; 

(b) organizational measures, for example, controlling entry to data centers and 
limiting access to information on a "need-to-know" basis; 

(c) technological measures, for example, the use of passwords and encryption; and 

(d) investigative measures, in cases where the Receiving Party has reasonable 
grounds to believe that the Confidential Information is being inappropriately collected, 
used or disclosed by anyone whom in law the Receiving Party is responsible. 
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THIS AGREEMENT made in duplicate as of the 1st day of January, 2012 (the "Effective 
Date"). 

BETWEEN: 

1.0 PREFACE 

HYDRO ONE NETWORKS INC. 
(the "Services Provider") 

-and-

HYDRO ONE REMOTE COMMUNITIES INC. 
(the "Services Recipient") 

This Agreement is intended to identify the services that are to be provided to the Services 
Recipient by the Services Provider in accordance with the terms and conditions herein. Except as 
otherwise specified, the term of this Agreement shall be for a period of I year commencing on the 
Effective Date. 

2.0 SERVICES 

The Services Provider shall provide the following types of services to the Services Recipient, 
which collectively constitute the Services and which are more particularly described in Schedule 
"A" attached hereto, as may be required by the Services Recipient from time to time during the 
term of this Agreement: 

• Forestry services 
• Work Methods and Training services 
• Metering services 
• Provincial Lines services 
• Safety services 
• Fleet services 
• Environmental services 
• Engineering Services 
• Flight safety services 
• Distribution Planning Technical services 
• Joint Use services 
• Health and Safety Services 
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3.0 DEFINITIONS 

In this Agreement, including the recitals and Schedules hereto, in addition to terms defined 
elsewhere in this Agreement, unless there is something in the subject matter or context 
inconsistent therewith, the following words shall have the following meanings: 

(a) "Agreement" means this Agreement between the Services Recipient and the Services 
Provider and shall include Schedules "A", "B", "C", "D", "E" and "F" attached hereto 
and any amendments to the body of this Agreement and to the Schedules. 

(b) "Substantial Performance of the Services" means the point at which the Services are 
ready for use or are being used by the Services Recipient for the purpose intended. 

4.0 FEESPAYABLE 

(a) The price for the performance of the Services described in Schedule "C" hereto shall be 
as specified in the said Schedule "C" and shall include any sales and use taxes as may be 
applicable. In the event that the parties agree that the Services Recipient shall pay the 
Services Provider for the Services on a time and materials basis, such time and materials 
basis shall be in accordance with the Services Provider's 2012-2013 hourly rates by job 
category and fleet rates, which hourly rates and fleet rates may be amended from time to 
time by mutual agreement of the parties. The parties acknowledge and agree that the 
Services Recipient has received the Services Provider's 2012-2013 hourly and fleet rates 
from the Services Provider. 

The parties agree that the price for the Services shall be paid by the Services Recipient to 
the Services Provider by means of monthly electronic journal transfers which shall be 
reflected in the applicable books and records of each party or by direct time reporting 
through Hydro One Inc.'s payroll system. 

(b) The parties acknowledge and agree that they qualifY as specified members of a closely 
related group under subsection 156(1) of the Excise Tax Act (Canada), as amended (the 
"Act") and have jointly executed a Form GST25, to make an election under subsection 
156(2) of the Act to deem the purchase and sale of the Services to be made for nil 
consideration for purposes ofHST. For the purposes of this Agreement, "HST" means the 
federal Harmonized Sales Tax chargeable in accordance with Part IX of the Excise Tax 
Act (Canada), as amended, or any similar value-added tax that may be applicable during 
the term of this Agreement to the Services to be provided hereunder. 

5.0 REPRESENTATIONS AND WARRANTIES 

(a) The Services Provider represents and warrants that: 

(i) it has all the necessary corporate power, authority and capacity to enter into this 
Agreement and to perform its obligations hereunder; 

(ii) the execution of this Agreement and compliance with and performance of the terms, 
conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Provider; 
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(iii) all staff employed in the performance of the Services shall have the qualifications, 
expertise and experience which could reasonably be expected of staff of a services 
provider performing work similar to the Services; and 

(iv) all material, tools, machinery and equipment provided by the Services Provider to 
the Services Recipient as part of the Services shall be new and of a quality best 
suited to the purpose required and their use subject to the approval of the Services 
Recipient. 

(b) The Services Recipient represents and warrants that: 

(i) it has all the necessary corporate power, authority and capacity to enter into this 
Agreement and to perform its obligations hereunder; and 

(ii) the execution of this Agreement and compliance with and performance of the terms, 
conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Recipient. 

6.0 PERFORMANCE OF THE SERVICES 

(a) Access to Site: For each type of Services to be performed, the Services Recipient shall 
provide the Services Provider with an opportunity to visit and examine the site at which 
the said type of Services are to be performed prior to commencement of the performance 
of the said type of Services. Upon commencement of performance of the said type of 
Services, the Services Provider shall be deemed to have represented and warranted, along 
with the representations and warranties in Section 5.0(a) above, that the Services Provider 
has visited and examined the site at which the said type of Services are to be performed 
and that the Services Provider has satisfied itself as to the form and nature of the site, the 
quantities and nature of the Services to be performed, the labour conditions existing in 
the area for the Services involved, facilities present on site, access to the site, the seasonal 
conditions limiting access to the site, the materials necessary for the performance of the 
Services, and any restrictions or barriers present at the site that would impact the 
performance of the Services and which the Services Provider was able to reasonably 
detect upon examination of the site. 

(b) Compliance with Standards, Specifications and Applicable Law: The Services 
Provider shall perform the Services in a diligent and professional manner and shall comply 
with the Services Recipient's computer data management and data access protocols 
contained in the Services Recipient's documents entitled document entitled "Information 
Security Policy" (SP 0908 R1) dated January 17, 2012 and any amendments thereto which 
may be made from time to time by the Services Recipient. The Services Provider shall 
comply at all times with all statutes, regulations, by-laws, standards and codes as may be 
applicable to the Services Provider in respect of the Services and the performance of its 
obligations hereunder and it shall, at its own expense, obtain and maintain in good 
standing all permits and licences required by any authorities having jurisdiction to 
perform the Services. 
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The Services Provider shall also comply with the General Standards and Specifications 
set out in Schedule "A" attached hereto and the service levels identified in Schedule "C", 
as may be applicable, in its performance of the Services. 

The Services Provider shall be responsible for coordinating all related work activities to 
be performed. 

(c) Input from Services Recipient: The Services Recipient shall cooperate and provide any 
required input as might be requested by the Services Provider, on a timely basis, to 
facilitate the performance of the Services by the Services Provider. In addition, the 
Services Recipient shall disclose to the Services Provider on a timely basis any 
information within the Services Recipient's possession or control which may reasonably 
affect the ability of the Services Provider to meet its obligations under this Agreement. 

(d) Constructor: The parties ackoowledge and agree that the Services Provider shall be the 
"Constructor" of the Services performed within the meaning of the Occupational Health 
and Safety Act, R.S.O. 1990, c. 0.1, as amended and the regulations thereunder and shall 
have all of the responsibilities and liabilities of a "Constructor". 

(e) Safety and Security Measures: When any part of the Services is to be performed at the 
Services Recipient's premises, all of the Services Provider's staff engaged in the 
performance of the Services at the said premises shall comply with the safety and security 
requirements and measures in effect at the said premises. 

(f) Cleanup: The Services Provider shall maintain the location at which the Services are 
performed in a tidy condition and free from the accumulation of waste products and 
debris, other than that caused by the Services Recipient, its contractors or their respective 
employees. Upon completion of the Services, the Services Provider shall remove the 
material, tools, machinery and equipment and waste products and debris, other than those 
resulting from the work of the Services Recipient, its contractors and their respective 
employees. 

(g) Review and Inspection of the Services: The Services Recipient shall have access to the 
Services at all times. The Services Provider shall provide sufficient, safe, and proper 
facilities at all times for the review of the Services by the Services Recipient. The 
Services Recipient may order any portion or portions of the Services to be examined to 
confirm that such work is in accordance with the requirements of this Agreement. If the 
work is not in accordance with the requirements of this Agreement, the Services Provider 
shall correct the work and pay the cost of examination and correction. If the work is in 
accordance with the requirements of this Agreement, the Services Recipient shall pay the 
cost of examination and restoration. No payment by the Services Recipient shall 
constitute an acceptance of any portion of the Services which are not in accordance with 
the requirements of this Agreement. 

(h) Defective Services: The Services Provider shall promptly remove from the site at which 
the Services have been performed and replace or re-execute defective work that has been 
rejected by the Services Recipient as failing to conform to this Agreement whether or not 
the defective work has been incorporated in the Services and whether or not the defect is 
the result of poor workmanship, use of defective products, or damage through 
carelessness or other act or omission of the Services Provider. The Services Provider 
shall promptly make good other contractors' work destroyed or damaged by such 
removals or replacements at the Services Provider's expense. If, in the reasonable 
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opinion of the Services Recipient it is not expedient to correct defective work or work not 
performed as provided in this Agreement, the Services Recipient may deduct from the 
amount otherwise due to the Services Provider the difference in value between the work 
as performed and that called for by this Agreement. If the Services Provider and 
Services Recipient do not agree on the difference in value, they shall follow the dispute 
resolution procedures outlined in Section 8.0 herein. 

(i) Meetings: The parties agree to meet quarterly after the Effective Date to review 
performance, quality and timeliness of the Services provided by the Services Provider. 

G) Emergency Priority: Upon determination by the Services Recipient that the Services 
Recipient is in an emergency situation, the Services Provider shall give first priority to 
responding to the said emergency, in priority over any emergency response commitments 
that the Services Provider may have to a third party. 

7.0 CHANGES TO SERVICES 

Either party may request a change to the scope of work including work already in progress in 
accordance with this Section. 

If either party desires a change in the work described in the Services, it shall complete and submit 
to the other party, a Change Notification Form (the "CNF") in the form attached hereto as 
Schedule "B". The CNF shall identify the reasons and impact (cost and schedule) of the change. 
The other party shall respond to the CNF no later than I 0 business days after receipt thereof. In 
the event that the parties agree with the change in the scope of work, price and/or time for 
completion, the parties shall execute the CNF and the executed CNF shall be attached to this 
Agreement. 

In the event that the parties agree on the change in the scope of work but do not agree on a 
revised price for the changed scope of work, the price shall be fixed on a time and materials basis 
in accordance with the Services Provider's 2012/2013 hourly rates as may be amended pursuant 
to this Agreement and the CNF shall be executed by the parties accordingly. The Services 
Provider shall provide the Services Recipient with an invoice for the said changed scope of work 
that is payable on a time and materials basis and the invoice shall include a description of the work 
performed, a breakdown of the number of hours worked and applicable hourly rates. The Services 
Provider shall also provide to the Services Recipient such other information and supporting 
documentation as the Services Recipient may reasonably require. Such invoices, information and 
supporting documentation shall at all reasonable times be open to audit, inspection and copying by 
the Services Recipient and shall be preserved and kept available by the Services Provider for audit by 
the Services Recipient until the expiration of two years from the completion date of the changed 
scope of work. 

The Services Provider shall not be obligated to carry out any change in the scope of work and the 
Services Recipient shall not be obligated to pay for any change in the scope of work unless and 
until the relevant CNF has been executed. 

8.0 DISPUTE RESOLUTION PROCEDURES 

Any controversy, dispute, difference, question or claim arising between the parties in connection 
with the interpretation, performance, construction or implementation of this Agreement that 
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cannot be resolved by a Director from each party (collectively "Dispute"), other than a Dispute 
regarding any change to the scope of work activities processed under Section 7.0 above, shall be 
settled in accordance with this Section. The aggrieved party shall send the other party written 
notice identifYing the Dispute, the amount involved, if any, and the remedy sought, and invoking 
the procedures of this Section. The Presidents from each party shall confer in an effort to resolve 
the Dispute. If the Presidents are unable to resolve the Dispute within 5 business days after 
receipt of the written notice of the Dispute, then the parties shall submit the Dispute in writing to 
the President of Hydro One Inc. for resolution. 

9.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY 

(a) Confidentiality: Each party (the "Receiving Party") shall maintain in strict confidence 
this Agreement and the existence and contents thereof and all information, analysis, 
conclusions, drawings, reports, specifications or other information, proprietary or 
otherwise, whether transmitted orally, electronically or in written form, and received in 
furtherance of this Agreement from the other party (the "Disclosing Party") or any of the 
Disclosing Party's directors, officers, employees, consultants, agents or legal, financial or 
professional advisors (the "Disclosing Party Representatives") (collectively the 
"Confidential Information"). Except as permitted herein, the Receiving Party shall not 
publish, reproduce, or disclose, either directly or indirectly, the said Confidential 
Information to any third party and shall not use the said Confidential Information for any 
purpose other than for purposes of this Agreement without the prior written consent of 
the Disclosing Party. The Receiving Party may disclose the Confidential Information 
only to its shareholder, directors, officers, employees, consultants, agents or professional 
advisors (the "Receiving Party Representatives") having a need to know same and who 
have undertaken a like obligation to maintain its confidentiality. 

For greater certainty, Confidential Information includes any and all personal information 
(as that term is defined in the Freedom of Information and Protection of Privacy Act 
(Ontario) and the Personal Information Protection and Electronic Documents Act 
(Canada), as they may be amended) and any and all information regarding a consumer, 
retailer, wholesale buyer, wholesale supplier, or a generator, provided by the Disclosing 
Party to the Receiving Party for purposes of this Agreement, whether or not such 
information was initially provided prior to the Effective Date. 

The Receiving Party undertakes to protect and safeguard all Confidential Information in 
its possession or under its control and received by the Disclosing Party, in the manner 
described in Schedule "F" attached hereto. The Disclosing Party may, on reasonable 
notice, and during regular business hours, audit the information management practices of 
the Receiving Party to confirm compliance with the terms and conditions of this Section 
9.0 and all applicable statutes, regulations, by-laws, standards and codes, as amended. 

The Receiving Party undertakes to notifY the Disclosing Party immediately upon 
discovery of any unauthorized use and/or disclosure of any of the Disclosing Party's 
Confidential Information, to co-operate with the Disclosing Party to help regain 
possession of such Confidential Information, and to prevent its further unauthorized use 
and/or disclosure. 

The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, 
publication and non-disclosure herein shall not apply to any information that: 
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(i) is previously known to or lawfully in the possession of the Receiving Party prior to 
the date of disclosure as evidenced by the Receiving Party's written record; 

(ii) is independently known to or discovered by the Receiving Party, without any 
reference to the information or material; 

(iii) is obtained by the Receiving Party from an arm's length third party having a bona 
fide right to disclose same and who was not otherwise under an obligation of 
confidence or fiduciary duty to the Disclosing Party or the Disclosing Party 
Representatives; 

(iv) is or becomes public knowledge through no fault or omission of, or breach of this 
Agreement by, the Receiving Party or the Receiving Party Representatives; or 

(v) is required to be disclosed pursuant to a final judicial or governmental order or other 
legal process, including, without limitation, an order of or legal process involving a 
regulatory authority such as the Ontario Energy Board. 

The parties acknowledge and agree that the Confidential Information (other than this 
Agreement which shall be jointly owned by the parties) shall remain the sole and exclusive 
property of the Disclosing Party that has disclosed the Confidential Information, and the 
Disclosing Party shall retain all right, title and interest in and to the Confidential Information 
it has disclosed to the Receiving Party. 

The Receiving Party agrees that it shall keep a record of written Confidential Information 
furnished to it by the Disclosing Party in a location separate from those locations where the 
Receiving Party has stored information in respect of other third parties for which it performs 
work and it shall advise the Disclosing Party of such location. 

All Confidential Information furnished by the Disclosing Party (other than this Agreement), 
including that portion of the Confidential Information which is contained in analyses, 
compilations, studies or other documents prepared by the Receiving Party or by the 
Receiving Party Representatives, is the Disclosing Party's property and will be returned 
immediately to the Disclosing Party upon its request. 

(b) Intellectual Property: Unless otherwise agreed, the Services Recipient shall obtain all 
rights, title and interests, including copyright ownership, to any reports and any other 
deliverable that is to be produced and delivered to the Services Recipient by the Services 
Provider in accordance with this Agreement and, subject to applicable legislation, and 
notwithstanding clause 9.0(a) above, the Services Recipient may use, disclose or modifY 
such reports or deliverable in any manner it deems appropriate. The Services Provider shall 
not do any act which may compromise or diminish the Services Recipient's interest as 
aforesaid. 

(c) Survival of Obligations: The obligations in this Section 9.0 shall forever survive the 
termination or expiration of this Agreement. 
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10.0 INSURANCE 

The Services Provider shall maintain in full force and effect during the term of this Agreement and 
with financially responsible insurance carriers, the following insurance coverage and the insurance 
coverage specified in Schedule "E" attached hereto as may be applicable for any and all Services: 

(i) Workers Compensation as required by the Ontario Workplace Safety and Insurance Act, 
1997, S.O. 1997, c.l6, Schedule A, as amended or similar applicable legislation covering 
all persons employed by the Services Provider for the Services performed under this 
Agreement. For U.S. employees, appropriate State Workers Compensation must be 
carried including Employer's Liability for a minimum limit of $5,000,000 U.S., with a 
Foreign Coverage Endorsement and, to the extent applicable, Jones Act and U.S. 
Longshoreman's and Harbor Workers coverage and FELA. To achieve the desired limit, 
umbrella or excess liability insurance may be used. A waiver of subrogation shall be 
provided by the insurers to the Services Recipient. 

(ii) Automobile Liability Insurance, covering all licensed motor vehicles owned, rented or 
leased and used in connection with the Services to be performed by the Services Provider 
under this Agreement covering Bodily Injury and Property Damage Liability to a 
combined inclusive minimum limit of $5,000,000 and mandatory Accident Benefits. To 
achieve the desired limit, umbrella or excess liability insurance may be used. 

(iii) Commercial General and Excess Liability Insurance with limits of $5,000,000 inclusive 
for both bodily injury, including death, personal injury and damage to property, including 
loss of use thereof, for each occurrence. To achieve the desired limit, umbrella or excess 
liability insurance may be used. This coverage shall specifically include, but not be 
limited to, the following: 

a. Blanket Contractual Liability; 
b. Damage to property of the Owner including loss of use thereof; 
c. Pollution Liability coverage on at least a Sudden and Accidental basis; 
d. Products & Completed Operations to be continuously maintained 

through the operational liability insurance. 
e. Employer's Liability; 
f. Non-Owned Automobile Liability; and 
g. Broad Form Property Damage 

Prior to the commencement of the performance of the Services under this Agreement, the 
Services Provider shall provide to the Services Recipient's representative and address noted 
immediately below, evidence of the minimum coverages required under this Section 10.0 in the 
form attached hereto as Schedule "D", noting the policy number and term and executed by a duly 
authorized representative of their respective insurers. 

Manager, Risk and Insurance, Hydro One Networks Inc. 483 Bay Street, 
South Tower TCT 08, Toronto, Ontario M5G 2P5 

With the exception of subparagraph (ii) above, all insurance coverages noted above shall specify 
that it is primary coverage and not contributory with or in excess of any other insurance that may 
be maintained by the Services Recipient. 

The Services Recipient shall be included as a Named Insured subject to the Sole Agent provision 
under coverages noted in subparagraph (iii) above, but only to the extent to which the Services 
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Provider is liable to the Services Recipient for breach of its obligations under this Agreement. 
In addition, the parties acknowledge and agree that the insurance coverages noted in 
subparagraph (iii) above shall contain a cross liability clause and a severability of interests clause. 

The parties further acknowledge and agree that the Insurance coverage described in this Section 
and provided for the Services Provider shall not be invalidated by actions or inactions of others. 

11.0 LIABILITY 

Unless otherwise agreed in writing, each party shall indemnify the other party and that other 
party's successors and assigns, directors, officers, employees, contractors and agents from and 
against all direct costs or damages attributable to the indemnifying party's performance and/or 
non-performance of its obligations under this Agreement and any amendments or additions 
thereto that are mutually agreed to in writing, whether arising from or based on breach of 
contract, tort, negligence, strict liability or otherwise. Notwithstanding any other provision of this 
Agreement, neither party shall be liable for any special, indirect or consequential damages or for 
economic loss, incurred by the other or by any third party claiming through or under the other. 

The foregoing paragraph shall forever survive the termination or expiration of this Agreement. 

12.0 AUTHORIZED REPRESENTATIVES 

The authorized representatives ofthe parties hereto for purposes of this Agreement are the following: 

HYDRO ONE REMOTE COMMUNITIES INC. 
483 Bay St. 
South Tower, 8th Floor 
Toronto, Ontario 
M5G2P5 
Attention: 
Telephone: 

Una O'Reilly 
(416) 345-6698 

HYDRO ONE NETWORKS INC. 
483 Bay St. 
South Tower, 8th Floor 
Toronto, Ontario 
M5G2P5 
Attention: 
Telephone: 

Deb Vines 
(416) 345-5592 

All correspondence, reports, documents and/or other communication concerning this Agreement, the 
Schedules attached hereto or any of the Services shall be directed to the attention of the authorized 
representatives noted above. Any notice permitted or required to be given hereunder shall be 
deemed to be sufficiently given if delivered personally, mailed or transmitted by fax to the attention 
of the authorized representatives at the addresses above, and any notice so given shall be deemed to 
have been made and received on the date of delivery or on the 5th business day following the day of 
mailing of same or on the day of transmission if transmitted during normal business hours, otherwise 
on the next business day, as the case may be. 
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13.0 FORCE MAJEURE 

Except for the payment of any monies required hereunder, neither party shall be deemed to be in 
default of this Agreement where the failure to perform or the delay in performing any obligation is 
due to a cause beyond its reasonable control, including, but not limited to, an act of God, act of any 
federal, provincial, municipal or government action, or order of court or administrative or regulatory 
authority, civil commotion, strikes, lockouts and other labour disputes, fires, floods, sabotage, 
earthquakes, storms, ice storms and epidemics. As soon as a party anticipates that a force majeure 
event may occur which will delay or prevent it from performing any of its obligations under this 
Agreement, it shall promptly notifY the other party and shall exercise all reasonable efforts to 
mitigate or limit the effect on the other party. 

Once a party becomes subject to such an event of force majeure, it shall promptly notifY the other 
party of its inability to perform, or of any delay in performing, due to an event of force majeure and 
shall provide an estimate, as soon as practicable, as to when the obligation will be performed. The 
party subject to the force majeure event shall also continue to furnish timely reports to the other party 
with respect to the force majeure event during the continuation of the said event and the said party 
shall exercise all reasonable efforts to mitigate or limit damages to the other party. The party subject 
to the force majeure event shall use its best efforts to continue to perform its obligations under this 
Agreement, as the case may be, and to correct or cure the event or condition excusing performance 
and when the said party is able to resume performance of its obligations thereunder, it shall give the 
other party written notice to that effect and shall promptly resume performance thereunder. The 
time for performing the obligation shall be extended for a period equal to the time during which the 
party was subject to the event of force majeure. The parties shall explore all reasonable avenues 
available to avoid or resolve events of force majeure in the shortest time possible. 

Notwithstanding the two preceding paragraphs, the settlement of any strike, lockout, restrictive work 
practice or other labour disturbance constituting a force majeure event shall be within the sole 
discretion of the party involved in such strike, lockout, restrictive work practice or other labour 
disturbance and nothing in the two preceding paragraphs shall require the said party to mitigate or 
alleviate the effects of such strike, lockout, restrictive work practice or other labour disturbance. 

14.0 ASSIGNMENT 

Neither this Agreement nor any the rights and obligations hereunder may be assigned by either party 
hereto without the prior written consent of the other, which consent shall not be unreasonably 
withheld. Subject to the foregoing, this Agreement shall enure to the benefit of the parties hereto and 
their respective successors and permitted assigns. 

15.0 AMENDMENTS 

Any amendment, modification or supplement to this Agreement shall not be valid or binding unless 
set out in writing and executed by the parties with the same degree of formality as the execution of 
this Agreement. Notwithstanding the foregoing, the parties acknowledge and agree that the 
Services Recipient shall be entitled to unilaterally change the General Standards and 
Specifications attached hereto as Schedule "A" provided however that the parties shall negotiate 
in good faith the effect of any such changes to the scope of work, time for completion of the said 
scope of work and the price therefor, in accordance with the process outlined in Section 7.0 
above. 

10 



Execution Copy 

16.0 ENTIRE AGREEMENT 

This Agreement, together with Schedules "A", "B", "C", "D", "E" and "F" attached hereto, 
represents the entire agreement between the parties hereto respecting the subject matter hereto 
and supersedes all prior agreements, understandings, discussions, negotiations, representations 
and correspondence made by or between them respecting the subject matter hereto. 

17.0 CONFLICTS 

In the event of any conflict between this Agreement and Schedules "A", "B", "C", "D", "E" and 
"F", the provisions of the former shall prevail. In the event of any conflict amongst the 
Schedules, then the Schedules shall take precedence in the following order: (i) Schedule "C", (ii) 
Schedule "D"; (iii) Schedule "B"; (iv) Schedule "A"; (v) Schedule "E" and (vi) Schedule "F". 

18.0 GOVERNING LAW 

This Agreement shall be governed by and construed in accordance with the laws of the Province of 
Ontario and the laws of Canada applicable therein. 

19.0 SCHEDULES 

Schedules "A", "8", "C", "D", "E" and "F" attached hereto are to be read with and form 
part of this Agreement. 

20.0 RELATIONSHIP OF PARTIES 

Nothing in this Agreement creates the relationship of principal and agent, employer and 
employee, partnership or joint venture between the parties. The parties agree that they are and 
will at all times remain independent and are not and shall not present themselves to be the agent, 
employee, partner or joint venturer of the other. No representations will be made or acts taken by 
either party which could establish any apparent relationship of agency, employment, joint venture 
or partnership and neither party shall be bound in any manner whatsoever by any agreements, 
warranties or representations made by the other party to any other person nor with respect to any 
other action of the other party. 
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21.0 COUNTERPARTS 

This Agreement may be executed in counterparts and the counterparts together shall constitute an 
original. 

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their 
respective representatives duly authorized in that behalf. 

HYDRO ONE REMOTE COMMUNITIES HYDRO ONE NETWORKS INC. 

(} 
Title: Director 

I have authority to bind the corporation. I have authority to bind the corporation. 
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Schedule "A" 

GENERALSTANDARDSANDSPEClliiCATIONS 
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REVISION HISTORY 

Date Revision Modification Comments 
No. 
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GSS #1 USED, REUSABLE AND WASTE MATERIALS 

1.1 DEFINITIONS 

l.l.l Reusable Material 

Where practical, the Services Provider shall reuse and re-deploy all material that is removed from service, 
provided such material is still in good operating condition and satisfies the criteria indicated in this GSS #I. 

1.1.2 Waste Material 

All other material that is removed from service will be considered to be waste material. 

1.1.3 Recycling 

Recycling means using waste material for purposes other than those for which the material was originally 
intended: it does not include destruction (such as incineration or burning as a supplementary fuel) or use as 
land fill. 

1.2 EXPECTATIONS 

Costs for the management of used material that is associated with capital projects, including the disposition 
of such material for re-deployment, re-use and! or disposal, shall be identified in Schedule "C", where 
applicable (e.g. the cost to pickup, transport and dispose of PCB fluids and contaminated waste). 

The Services Provider shall handle all reusable material removed from service in a manner that is 
consistent with Schedule "C" (where identified) and in accordance with applicable legislation, statutes, by
laws, codes, guidelines, regulations, and Hydro One procedures. Such material shall be stored in a safe and 
secure manner to minimize any risk of physical damage and! or of environmental or health and safety 
impacts associated with such damage, pending re-deployment or shipment to storage. 

The Services Provider shall manage and dispose of waste material in a manner that is consistent with 
Schedule "C" (where identified) and in accordance with applicable legislation, statutes, by-laws, codes, 
guidelines, regulations, and Hydro One procedures. Preference will be given, where practical, to disposal 
options that maximize the potential for recycling. 

1.3 CRITERIA FOR USED MATERIALS 

Material Criteria and Action 
Poles • Distribution poles shall be less than 16 years old 

• Transmission poles shall be less than 12 year old . Penta-treated poles shall not be reused . All wood poles no longer required by the Services Recipient shall be returned to 
the appropriate service/operations centre. . All wood poles no longer required by the Services Recipient shall be disposed of 
appropriately. 

16 



Material Criteria and Action 

Pole-Mounted . Must be no older than 1974 

Transformers • If less than 200ppm PCB, a pole-mounted transformer shall be drained, refilled 
and re-tested after 2 years 

• If bushings are side-mounted they shall be recycled 
• Pole-Mounted Transformers shall be visually inspected (remove cover). If the 

inspection indicates no damage to the coil, they shall be returned for repair 
• If a transformer fails inspection and is over 50ppm PCB, it shall be scrapped as 

PCB-contaminated waste 

Pad-mount • All such transformers shall be returned for repair 

Transformers . If less than 200ppm PCB, a pad-mounted transformer shall be drained, refilled 
and re-tested after 2 years . Pad-mounted transformers shall be visually inspected. If the inspection indicates 
no damage to the coil, they shall be returned for repair 

• If a transformer fails inspection and is over 50ppm PCB, it shall be scrapped as 
PCB-contaminated waste 

Line Voltage • This includes any 50 A line regulator retained for parts; all others shall be 

Regulators returned for repair 
• If less than 200ppm PCB, line voltage regulators shall be drained, refilled andre-

tested after 2 years 
• Line voltage regulators shall be visually inspected (remove cover). lfthe 

inspection indicates no damage to the coil, they shall be returned for repair . If a regulators fails inspection and is over 50ppm PCB, it shall be scrapped as 
PCB-contaminated waste 

Oil Circuit . If less than 200ppm PCB, the reclosers shall be drained, refilled, and re-tested 

Reclosers after 2 years . Reclosers shall be visually inspected (remove cover). If the inspection indicates 
that there is no damage, they shall be returned for repair 

• If a recloser fails inspection and is over 50ppm PCB, it shall be scrapped as PCB-
contaminated waste 

Metering . If less than 200ppm PCB, the units shall be drained, refilled and re-tested after 2 

Transformers I years 

Units • The units shall be visually inspected (remove cover). lfthe inspection indicates 
no damage to the coil, it shall be retnmed for repair 

• If a unit fails inspection and is over 50ppm PCB, it shall be scrapped as PCB-
contaminated waste 

Capacitors • No PCB or Dielektroll- or II-filled capacitors shall be reused 

• Capacitors shall not have an unknown PCB content unless permission is obtained 
from the Services Recipient. Some capacitors manufactured before January 1981 
may contain PCB over 50 ppm. 

Primary • If less than 3/0, primary conductors shall be reused for extensions where the main 

Conductors line is of the same size . Before reusing, #2 shall be inspected for deterioration in the core 
• All other conductors shall be reused 

Secondary • Secondary Conductors/Underground Cables shall be reused if they pass an asset 

Conductors/ condition test 

Underground • The units must contain no splices (in the underground cable) that test greater than 

Cable 50 mg/kg PCB. In addition, end sections must not have come from terminations 
that test greater than 50 mg/kg PDB. · 

• All secondary conductors shall be reused 
• No underground cables shall be reused if they are more than 10 years old 

Submarine Cable • No submarine cable shall be used if it is more than 5 years old 
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Material Criteria and Action 

Insulators • All single piece porcelain pin insulators shall be reused (not other porcelain 
insulators): the intent is to replace insulators with silicone (polymer) types on 
115 kv and 230 kv, where practical 

• Epac insulators shall not be reused 
• Cob porcelain post insulators shall not be reused 

Cross-arms Distribution: 
• Cross-arms shall be reused if no apparent cracking or excessive aging is evident 

Transmission: 
• All wooden cross-arms shall be removed and disposed 
• All steel cross-arms shall be reused 

Spool Bolts . All spool bolts shall be reused 

Switches Distribution: 
• No Kearney switches nor rigid polymeric insulator-type switches shall be reused 

Transmission: 
• All shall be 115 kV & 230 kV in-line polymeric switches 
• Only those switches that have tested satisfactorily shall be reused 

Insulating Oil • All insulating oil is required to meet specification for Voltesso 35 Category "B" 
oil OR have the potential to be upgraded to meet this specification 

• Insulating oil must contain less than 50 mg/kg PCB by laboratory test 

1.4 FINANCIAL TREATMENT OF USED MATERIAL 

The Services Provider shall report all units removed from service. When used materials are reused for 
capital or maintenance work, the materials shall be charged to the work as if the material was new. 

1.5 INFORMATION REQUIREMENTS 

The Services Provider shall record and report the following information to the Services Recipient according 
to a schedule specified in the description of Services in Schedule "C" to the Agreement. 

Transformer Units by MV AlkVA and voltage, whether installed, salvaged or disposed as waste (new 
or used material) 
Regulator/Rabbit Units by kV A and voltage, whether installed, salvaged or disposed as waste (new or 
used material) 

• Recloser Units by voltage and interrupting rating 
• Switches by manufacturer type and voltage rating 
• Capacitor Units by total MV AlkV AR, including voltage, number of phases and control type, whether 

installed, salvaged or disposed as waste (new or used material) 
• Transmission line structures and distribution pole units by type (steel or wood pole), height, age, 

ownership (Hydro/Bell Canada/MEU), Bell Canada J.D. (exchange, route and pole number), structure 
number 

• Conductor Units by size, type and length, whether installed, salvaged or disposed as waste (new or 
used material) 

• Cable size, type, length and voltage, whether installed, salvaged or disposed as waste (new or used 
material) 

• Record or retained material, including volumes scrapped, reused or repaired and reused. 

(I) Note: The information listed above is required for accounting purposes at the plant. 
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1.6 WASTE MATERIAL 

For waste material that is classified as either hazardous or as liquid industrial, the Services Provider shall 
follow specific requirements. These requirements are detailed in the appropriate legislation (e.g., 
Environmental Protection Act, Occupational Health & Safety Act) and internal 
policies/standards/procedures (e.g., Waste Management Manual). Records of hazardous waste volumes 
shipped to disposal shall be reported to the Services Recipient and such records shall be maintained 
according to established records management. All hazardous waste material shall be handled and managed 
with due regard for worker and public health and safely. 
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GSS #2 ENVIRONMENT, HEALTH & SAFETY REQUIREMENTS 

2.1 GENERAL STATEMENT OF COMPLIANCE AND REQUIREMENTS 

The Services Recipient expects to receive the same level of compliance, where applicable, for services 
provided under the Agreement. As a minimum, the Services Provider shall comply with the following: 

Federal and Provincial legislation; 
Municipal by· laws; 

• The Services Recipient's Safety Rules and Policies; 
• All legacy Ontario Hydro policies, procedures and standards still applicable to the Services Recipient; 
• Policies approved by the Services Recipient's Board of Directors; 
• The Services Recipient's Environment, Health & Safety Management policies, procedures and 

associated standards; and 
• The Services Recipient's Policy for Health & Safety Incident Management. 

2.2 ENVIRONMENTAL REQUIREMENTS 

2.2.1 General Requirements for Management of the Environment 

For managing the environment, the Services Provider shall abide by the following: 
a) The Services Provider shall design, construct, operate, maintain and decommission the Services 

Recipient's facilities in accordance with standards to be developed by the Services Recipient and made 
available to the Services Provider. 

b) The Services Provider shall perform all work on behalf of the Services Recipient in a manner that is 
consistent with the principles of an environmental management system including, as a minimum: 

Assigning and communicating individual accountability and responsibility for the environment; 
Engaging qualified employees and agents (i.e. with respect to knowledge, training and experience 
to perform the work assigned) to perform the work; 
Having emergency preparedness and response capability suitable to the range of issues that could 
be encountered during the course of the work detailed in Schedule "C" to the Agreement; 
Inspecting, maintaining and monitoring equipment, facilities and employees during the course of 
providing the Services; 
Reporting environmental incidents, performing incident investigations and implementing 
corrective actions in response to an incident; and 
Periodically reviewing environmental management processes and making improvements, as 
necessary. 

c) The Services Provider shall consider the environmental implications of all work and integrate 
environmental considerations into its plans for all work that could have an adverse effect on the 
environment. 

d) In performing the services, the Services Provider shall: 
Use materials, products and equipment that are government-approved, industry-accepted and 
sustainable (i.e., from environmental, economical, social perspectives). The Services provider 
shall give preference, where practical, to materials and products that have low toxicity and do not 
contain substances that are included on Schedule I (List of Toxic Substances) of the Canadian 
Environmental Protection Act or on the Priority Substances Lists I and 2. 
Maximize the efficient use of resources; 
Be energy efficient; and 
Conserve heritage resources. 

e) The Services Provider shall, when included in the project scope, prepare and implement project
specific environmental specifications when the prevention or mitigation of predicted environmental 
impacts can only be assured by the application of a specific damage prevention or mitigation approach. 
Such environmental management specifications will be consistent with applicable standards. 

f) The Services Provider shall prepare and provide to the Services Recipient, project-specific, As
Constructed Reports for all projects that require any one or more of the following, where the Services 
Recipient and the Services Provider shall mutually determine which environmental authorities or 
industry or legislative standards shall be used in developing such reports: 
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Environmental permits; 
Environmental considerations or special commitments; 
Access agreements, construction property agreements and special conditions that contain a record 
of the final environmental state of the project; 
Documentation of significant environmental situations or activities; and 
Property rights summaries. 

g) The Services Provider shall provide to the Services Recipient, the records identified in (b), (e) and (f). 

2.2.2 Environmental Incident Management 

The Services Provider shall consistently respond and report environmental incidents and ensure that all 
such incidents involving Distribution or Transmission assets and lands are managed effectively. Included 
as "environmental incidents" are: 
• Vandalism, natural events (such as lightning, ice, and wind) and animal activity; 
• Accidental or inadvertent public contact with electrical system assets or equipment (such as motor 

vehicle accidents, ladders into lines); 
• Mechanical/electrical failure for no apparent reason or unknown cause; 
• Asset management standards that are subsequently shown to have contributed to the incident; and 
• Operation or maintenance activities in accordance with accepted standards that would not normally be 

expected to cause leaking, equipment failure or malfunction. 

The Services Provider shall document all environmental incidents (such as spills and fires) involving the 
Services Recipient's assets and/or lands (owned or easement) (e.g., complete a Hydro One Environmental 
Incident Report). The Services provider shall enter this information into the Web Environmental Incident 
Collector (WebEIC) database and/or any other similar database, as directed by the Services Recipient. 

The Services Provider shall consistently respond to, and report, environmental incidents. The Services 
Provider shall also ensure that all environmental incidents involving the Services Recipient's assets and 
land are managed effectively. 

2.3 HEALTH & SAFETY 

2.3.1 Potential Hazards 

There are two significant hazards associated with work on the Services Recipient's assets: 
• Hazards inherent to working in proximity to electrical equipment; and 

Hazards inherent to working at heights. 
The Services Provider may also work in buildings or at sites where hazardous substances are present. 
Inventories and assessments of potentially hazardous or hazardous substances have been completed for the 
majority of the Services Recipient's sites; they are available to the Services Provider on request. All 
requests should be made locally. 

The Services Provider shall manage all hazards associated with all Services with the Services Recipient. 

2.3.2 General Requirements for the Management of Health & Safety 

The Services Provider shall perform all work on behalf of the Services Recipient in a manner that is 
consistent with the principles of a health and safety management system including, as a minimum: 
(a) Assigning and communicating individual accountability and responsibility for health and safety; 
(b) Engaging qualified employees and agents (i.e. with respect to knowledge, training and experience 

to perform the work assigned) to perform the work; 
(c) Having emergency preparedness and response capability suitable to the range of issues that could 

be encountered during the course of the work detailed in Schedule "C" to the Agreement; 
(d) Inspecting, maintaining and monitoring equipment, facilities and employees during the course of 

providing the Services; 

21 



(e) Reporting safety events, performing event investigations and implementing corrective actions in 
response to an event; 

(f) Periodically reviewing health and safety management processes periodically and making 
improvements, as necessary; and 

(g) Submitting the records identified in (e) and (f) to the Services Recipient. 

The Services Provider shall ensure the protection of the public in the performance of all work for the 
Services Recipient. 

2.3.3 Health & Safety Event Management 

The Services Provider shall consistently respond and report all health and safety events involving the 
Services Recipient staff and/or members to the Services Recipient. Included as health and safety events are: 
• Vandalism, natural events (such as ligbtuing, ice, and wind) and animal activity; 
• Accidental or inadvertent public contact with electrical system assets or equipment (such as motor 

vehicle accidents, ladders into lines); 
• Mechanical/electrical failure for no apparent reason or unknown cause; 

Asset management standards that are subsequently shown to have contributed to the event; and 
Operation or maintenance activities in accordance with accepted standards that would not normally be 
expected to cause leaking, equipment failure or malfunction. 
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Schedule "B" 

CHANGE NOTIFICATION FORM (No. xxx) 

Services Description 

Project ID 

Scope Change 

Reason for Change 

Schedule/Delivery 
Impact 

Impact on Price 

Services Recipient 

Old Price: 

New Price: 

' ,..,,, •One 

Date issued: xx-xxx-xx 

:Inc. . 

Eff<dWo D"" of !>!Hi-~ 
. 

Proposed 
By: 

Date: 

Reviewed By: 

Date: 

Approved by: 

Date: 

Services Provider 

Hydro One Remote Communities Inc • 

'n• 
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Schedule "C" 

Description of Services 

FORESTRY SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following forestry 
services: 

1. Upon the Services Recipient's request, perform condition assessments of the Services 
Recipient's distribution systems, and prepare a proposed multi-year forestry 
maintenance cycle for the Services Recipient. 

2. Upon the Services Recipient's request, perform condition assessments of the Services 
Recipient's assets, and prepare cost estimates depicting at a minimum: labour hours 
and type (Technician, Supervisory, Maintainer, HH, etc.), TWE rates and 
requirements, material costs, board and lodging expenses, transportation costs 
excluding air charters, and applicable sundries in sufficient detail necessary for work 
scheduling and business planning purposes. As well, the amount of joint use right of 
way and associated clearing costs shall be identified by the Services Provider within 
the estimates. 

3. Site monitoring of line clearing and/or brush control performed by third party 
contractors retained by the Services Recipient for servicing its rights of way in First 
Nation Communities as identified by the Services Recipient's representative. As 
required, the Services Provider shall clear lines and remove brush within the limits of 
approach to make it safe for First Nation Community contractors to clear lines and 
control brush outside the limits of approach. 

4. Perform line-clearing in all communities within the Services Recipient's designated 
territory and brush control on all assets located on provincial land as identified by the 
Services Recipient. As well, from time to time as requested by the Services 
Recipient, the Services Provider will perform brush control activities on First Nation 
lands when the First Nation is unable to unwilling to perform the task to meet 
applicable standards. 

5. Perform brush control measures including herbicide application where applicable in 
all station yards within the Services Recipient's territory. 

6. Assist with the development of the line clearing and brush control specifications and 
standards necessary for negotiations with third party contractors and First Nations 
Administration. 
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7. Assist in providing notification of forestry services to communities and attaining 
necessary permissions from property owners or custodians. 

8. Obtain various work permits such as cutting rights and stumpage fees on Crown Land 
or from companies with assigned cutting rights, fuel wood and stream crossing 
permits from the Ministry of Natural Resources, or transportation/crossing 
arrangements with the Canadian National Railway or Canadian Pacific Railway for 
the performance of the forestry services. 

9. Provide forestry support for emergency line clearing and trouble calls. 

10. Provide forestry support for line clearing and brush control as required for work 
driven by extensions, connections, betterments and upgrades to distribution facilities. 

11. Provide documentation and support to enable the Services Recipient to obtain 
Purchase Service Agreements (PSA) with the Power Workers Union (PWU) for line 
clearing in First Nation communities, as well as, necessary sole source and 
procurement documentation. 

12. Prepare and provide detail cost estimates of identified plarmed work to the Services 
Recipient by April 15,2012 in order to facilitate business plarming for the following 
year as may be needed. The Services Recipient shall identify the work to be 
estimated by March 1, 2012. Other estimates that may be required throughout the 
year and will be prepared and provided 15 days after the request is received by 
Forestry Services Scheduling. 

13. The Services Provider shall prepare and provide necessary PSA and procurement 
documentation for First Nation brushing contracts by April 15, 2012. The Services 
Recipient will be responsible for managing and completing PSA negotiations with the 
PWU and approve procurement documents as it deems necessary. 

14. The Services Provider shall complete 100% of the annual planned line clearing and 
brush control operations by December 15· 2012. The details of the armual plan will 
be discussed at a meeting between the Services Recipient's Customer Service 
Manager or delegate and the Services Provider's Forestry Superintendent- Northern 
Zone or Territory Manager delegate and shall be held before the end of February, 
2012 where the parties will confirm activities and expectations for the year. 

B. Price and Terms of Payment: 

The Services Recipient shall pay the Services Provider for the forestry services on a time 
and materials basis in accordance with the wage schedules ofthe Services Provider. 

The above fees payable excludes all airfares and lodging and contractual obligations as 
required under the collective agreement for the Services Provider's costs while working at 
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the Services Recipient's facilities, which shall be paid directly by the Services Recipient. 
The Services Recipient will arrange and pay for the scheduling of charter flights to the 
Services Recipient's sites. 

C. Service Levels: 

The Services Provider shall report the following information in writing to the Services 
Recipient by December 15,2012: 
• Kilometers of line controlled I treated in each community 
• Number of helicopter landing sites cleared 
• Total actual cost of the forestry services in each community 
• Instances of customer objection to use of herbicides and/or treatment of vegetation by 

any method; such customer disputes shall be resolved by the Services Recipient if 
resolution could not be attained through the Services Provider's regular procedures 

• Detailed work completion reports of line clearing and brush control in each 
community upon completion of project. 

26 



WORK METHODS AND TRAINING SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient, as required by the Services Recipient, 
with the following services related to specific job procedures outlining sequence, tools, resources, 
safety precautions, and hazards relating to job tasks (collectively, the "Work Methods") and 
trades/technical training support for distribution lines, customer service and station maintenance 
trades in accordance with the specific terms and conditions noted therein: 

1. Training Delivery 
• The Services Provider will provide requested trades training for the Services Recipient. 
• The Services Recipient will provide the names of all employees working for the Services 

Recipient on a continual basis (i.e. new employees/apprentices) to the Services Provider. 
8 The Services Provider shall schedule the training in such manner so as to meet the 

Services Recipient's reasonable needs. In order for the Services Provider to meet these 
needs, the Services Recipient shall submit a "Request for Training" form 30 days in 
advance of the training requested, which form may be amended from time to time by the 
Services Provider. The "Request for Training" form is posted, and can be accessed, 
electronically at the Hydro One Plugin Website>HSE>Training>Forms 
(http://hydronet.hydroone.com/Pages/ default.aspx). 

• The Services Recipient shall determine and notify the Services Provider as to whether or 
not training will be delivered in a centralized or decentralized manner. 

• The Services Recipient will also notify the Services Provider with as much time as 
possible in the event there is a need for Training course cancellation, but in any event no 
less than 10 Business Days' prior written notice. The Services Recipient acknowledges 
and agrees that if it does not provide the Services Provider with a minimum I 0 Business 
Days prior written notification of training course cancellation, the Services Recipient 
will bear all costs that may have been incurred by the Services Provider for training 
development, scheduling, travel, and accommodations related to said training course. 

The Services Provider and the Services Recipient shall comply with the following accountability 
matrix: 

. Accountabilities Matrix 
Task Accountability 

Approval of Course Content Services Recipient 
Course Participants Services Recipient 
Course Instructors Services Provider 
Course Scheduling Services Provider 
Development of Course Material Services Provider 
Quarterly Report of all training activities to Services Recipient Services Provider 

2. Records Maintenance 
• The Services Provider shall input all of the Services Recipient's training data into the 

Services Provider's centralized database within (1 0) ten Business Days after the 
Services Provider's receipt from the Services Recipient of the completed "Training 
Record Input Form", which form may be amended from time to time by the Services 
Provider. The "Training Record Input Form" is posted, and can be accessed, 
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electronically at the Hydro One Plugin Website>HSE>Training>Forms 
(http:/ /hydronet.hydroone.com/Pages/default.aspx). 

• The training record maintained by the Services Provider will include all legislated, 
Corporate-mandated and trade specific training. Other topics will be included at the 
request of the Services Recipient. 

• All training records/information shall be accessible via the Hydro One Learning 
Management System (view only - HOLMs on the Hydro One Plugin Website -
(http://hydronet.hydroone.com/Pages/default.aspx) by the Services Recipient. 

3. Training Material Development 
• The Services Recipient will identify to the Services Provider the skill sets required, 

including all mandatory-training requirements. The Services Recipient shall inform the 
Services Provider requests to develop new training material by completing the "WM&T 
Creation of New Projects" Form, which form may be amended from time to time by the 
Services Provider. The "WM&T Creation of New Projects" Form is posted, and can be 
accessed, electronically at the Hydro One Plugin Website>HODS>SP-0699 
(http://hydronet.hydroone.com/Pages/default.aspx). 

• The Services Provider will produce and maintain all course materials as directed by the 
Services Recipient, including a list of Subject Matter Experts participating and/or 
completing the project. 

• The modification of training packages will be developed by the Services Provider within 
a timeframe agreed to by both parties, after the Services Provider's receipt of signed 
terms of reference from the Services Recipient. The Services Provider shall ensure that 
the modifications shall include such items as new equipment, legislative changes, 
performance requirements and new procedures as requested by the Services Recipient. 

4. Communication 
• The Services Recipient's training contact will be identified to the Services Provider by no 

later than October 30, 2012 and will speak with the Services Provider's representative 
identified in the body of the Agreement on a quarterly basis to review the Services 
Provider's performance of the work methods and training services as required by the 
Services Recipient. The Agenda for these quarterly meetings will be developed by the 
Services Recipient and forwarded to the Services Provider. 

• A course catalogue and availability of training courses for the coming year will be 
provided by the Services Provider to the Services Recipient on an ongoing basis. This is 
currently available to the Services Recipient through HOLMs. 

5. Work Methods and Procedures Development 
• The Services Provider will provide assistance to the Services Recipient in the 

development of new Work Methods and/or procedures as required by the Services 
Recipient. 

• The development and assessment of new work procedures/tools will be a joint effort 
between the parties based on a terms of reference document which shall be provided by 
the Services Recipient to the Services Provider with timeframes for completion 
established by both parties. 

• The Services Provider will provide the Services Recipient with access to all work 
procedures and bulletins developed by the Services Provider. 
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B. Price and Terms of Payment: 
The Services Recipient shall pay the Services Provider for the Work Methods services on a time and 
materials basis in accordance with the wage schedules of the Services Provider. 

In addition, the Services Recipient will pay the cost of all material, travel and per diem costs incurred 
by the Services Provider related to the provision of these work methods and training services. The 
scheduling of charter flights to the Services Recipient's sites will be arranged and paid for by the 
Services Recipient. The Training Specialist/officer's time includes development and scheduling and 
shall be paid by the Services Recipient. The Training Manager's costs, including managing these 
work methods and training services, shall be paid by the Services Recipient in accordance with the 
hours in the chart above. 

C. Service Levels: 

• Training schedules/course availabilities for all required trammg (which are currently 
provided/available through the Services Provider's HOLMS database) shall be issued by the 
Services Provider within 90 days after the date first written above. 

• The Services Provider shall provide the Services Recipient with post-course assessments of 
trainee accomplishment/performance to ensure employee competencies in areas trained. 

• The Services Provider shall ensure that 95% of the scheduled training shall be provided to the 
Services Recipient prior to expiry of the term of the Agreement. 
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METERING SERVICES: 

A. Description of Services 

The Services Provider shall provide the Services Recipient with the following metering 
services: 
• manage the Services Recipient's annual Meter Reverification and Sample Program : 

issuing work orders to the Services Recipient's field forces for meter change-outs of 
recalled (due meters), seal expired (overdue), sample and failed meters; 

• verify/reverify and seal meters to meet the Services Recipient's field demand for 
meter change-outs;. 

• manage physical meter inventory by maintaining adequate stock of metering 
equipment to meet the needs for annual meter reverification, new services, service 
upgrades and replacement of failed or defective/damaged meters; 

• acquire I provide data to the Services Recipient as required by the Services Recipient 
to resolve meter disputes and customer complaints, including, as required, metering 
documentation and documentation about hardware; 

• manage meter requirements for change-outs of reported damaged or defective meters 
(i.e. defective replacements) and disputed meters. The Services Provider shall issue 
meter equipment within 4 working days of a field request therefore from the Services 
Recipient;. 

• maintain and track accurate meter and instrument transformer records in the 
Customer Service System in compliance with the requirements in the federal 
Electricity and Gas Inspection Act as amended; 

• develop metering specifications/standards and provide engineering support to the 
Services Recipient; 

• provide access to training and conferences for Remotes Metering and Distribution 
Engineering Technician and other Services Recipient staff; 

• liaise with Canada Revenue Agency on behalf of the Services Recipient including 
with respect to audit +and metering installation reporting. 

The Services Provider shall provide the Services Recipient with a written report by no 
later than December 15, 2012 wherein it shall specifY the cost and accomplishments of 
the metering services provided by its personnel for the said year. 

B. Price and Terms of Payment: 

The Services Recipient shall pay to the Services Provider a fee of $10,000.00 for the 
metering services 

The parties acknowledge and agree that the payment terms are as specified in the 
Agreement. 
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C. Service Levels: 

All metering services will be provided by the Services Provider in accordance with ISO 
9001 :2008 requirements. 
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PROVINCIAL LINES SERVICES: 

A. Description of Services: 

Demand Work and Trouble Repairs: 

Subject to the Services Provider's availability of personnel and resources which shall be 
determined by the Services Provider in its sole discretion, the Services Provider shall, in 
accordance with the Services Recipient's request from time to time, maintain the Services 
Recipient's distribution system (which distribution system supplies customers in remote 
communities at voltages of less than 50k V) by providing the following activities, as may 
be requested by the Services Recipient: 

• Customer connection/disconnection to/from the primary distribution system 
• Trouble Call Response, power restoration and storm damage repairs 
• Line layout, estimating and staking 
• Service Layouts and Collections 
• Power line maintenance, construction and repair 
• Distribution system operation including application of the Work Protection Code 
• Arc Facilities Management (ArcFM) technical trouble support 

For the performance of the above-referenced provincial lines serv1ces, the Services 
Provider shall provide: 

1. subject to staff availability, short duration release of up to a maximum of 2 Regional 
Line Maintainers (RLMs) to cover absence/augment crew size. The Services 
Recipient will contact the Services Provider (Customer and Business Service 
Manager) as soon as practical to identify the need for all resources; 

2. trouble Call Response: provide work crew(s) from appropriate geographical locations 
(Thunder Bay, Ear Falls, Dryden, Kenora, Timmins) in response to customer trouble 
calls dispatched by either the Services Recipient's First Line Manager/Union Trades 
Supervisor lines or the Services Provider's Supervisor on call. Trouble Calls crews 
shall be provided by the Services Provider on short notice and are subject to 
availability; 

3. subject to staff availability, Customer Demand Work: Provide work crew(s) from 
appropriate geographical locations (Thunder Bay, Ear Falls, Dryden, Kenora, 
Timmins) in response to customer connection! minor line construction requests from 
the Services Recipient's First Line Manager; 

4. subject to staff availability, Lines Technical Work: Provide an Area Distribution 
Engineering Technician, (ADET)/Metering Technician, or Line Technician for short 
duration work assignments upon request from the Services Recipient's First Line 
Manager; 
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5. respond to requests for distribution system technical services and engmeermg 
approval(s). 

Planned Work: 

The Services Provider will work with the Services Recipient's First Line Manager to 
include in the Services Provider's plans the availability and supply of personnel and 
resources to meet the requirements for planned work in the Services Recipient's service 
territory. The Services Provider shall, in accordance with the Services Recipient's work 
plans respond to the Services Recipient's requests, from time to time, to maintain the 
Services Recipient's distribution system (which distribution system supplies customers in 
remote communities at voltages of less than 50kV) by providing the following activities, 
as may be requested by the Services Recipient: 

• Line layout, estimating and staking 
• Service Layouts and Collections 
• Power line maintenance, construction and repair 
• Sentinel light installation, repair or removal 
• Distribution system operation including application of the Work Protection Code 
• Meter Installation and reverification and sample meter changes 
• Processing requests for railway and water crossing approvals 
• Joint Use Consultation/Technical support 
• Technical services in support of the Hydro One distribution line standards 
• Engineering approval( s) and updates to the Distribution line standards 
• MDx (Distribution system) data collection training and assistance 
• Training and technical support for implementation and maintenance of ArcFM. 

For the performance of the above-referenced provincial lines services, the Services 
Provider shall: 

1. include in the Services Provider's plans, and make available, staff for short 
durations (up to 6 weeks) release of up to a maximum of 2 RLMs to cover 
absence/augment crew size; 

2. include in the Services Provider's plans, and make available, staff for short 
durations (up to 6 weeks) work crew(s) from appropriate geographical locations 
(Thunder Bay, Ear Falls, Dryden, Kenora, Timmins) in response to customer 
connection/ minor line construction, MDX data collection requests from the 
Services Recipient's First Line Manager; 

3. include in the Services Provider's plans, and make available, staff for short 
durations (up to 6 weeks), Area Distribution Engineering Technician, 
(ADET)/Metering Technician and Line Technician upon request from the 
Services Recipient's First Line Manager; 
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4. respond to requests for distribution system technical services and engineering 
approval( s ). 

Supervision, Administration, Health and Safety 

The Services Provider shall comply with the following supervision, administration, health 
and safety, and work management conditions in its performance of the provincial lines 
services: 

1. All training, supervision and administration costs associated with staff on rotation 
shall be accounted for within the Services Recipient's work program. Core/mandatory 
training shall be scheduled within the regular work location whenever possible. 

2. Whenever possible, the Services Provider will provide advice for all Lines and 
Technician training requirements. Also, whenever possible, the Services Provider 
will provide notification for all Lines and Technician training that will be delivered at 
the local Hydro One Thunder Bay office. It is agreed that the Services Recipient will 
pay for all costs incurred by its staff to attend this training. Costs associated per 
Services Recipient employee will be agreed to prior to the Services Recipient 
employee attending the training. 

3. Health and Safety incidents involving crews under the Services Provider's direct 
supervisory control shall be the responsibility of the Services Provider's lines 
operations centres. 

Transport and Work Equipment (TWE) Provision 

1. The Services Recipient will provide TWE at all fly-in sites for types of work, i.e. 
Trouble Calls, other Line work, Technician work. 

2. For demand work at road access sites, trouble calls and new connects, the Services 
Provider will supply TWE, the cost of which will be included in the fees payable by 
the Services Recipient. 

3. For Technician work at road access sites, the Services Provider will supply TWE and 
the costs of TWE will be included in the fees payable by the Services Recipient. 

B. Price and Terms of Payment: 

Except as specifically provided herein, the following fees: 
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• At the end of each quarter of the Term, the Services Recipient shall pay the Services 
Provider for the Services provided by the Services Provider an amount equal to the 
greater of (i) $28,125.00 and (ii) the total of the amounts payable for each type of 
Service provided by the Services Provider during the said quarter. 

• The amount payable at the end of each quarter as described in the foregoing bullet 
hereunder shall be exclusive of applicable taxes. 

Demand Work and Trouble Repair 

• Time and Materials including any required overtime. 
• The Services Recipient pays for all costs associated with fly-in work. 

Planned Work 

• Time and Materials including any required overtime. 
• The Services Recipient shall pay all incremental travel/overtime costs for the 

assigmnent of personnel from locations other than Thunder Bay for Lines, Technician 
and Customer Service personnel. 

• In addition, the Services Recipient will pay the Services Provider's costs of the 
administration and reporting in respect of these provincial lines services, material, 
transport and work equipment, travel and per diem costs related to the provision of 
these provincial line services other than trouble call response services. 

C. Service Levels: 

Demand Work- 100% of requests shall be satisfied within 14 days' after receipt of the 
request 
Service Level for Demand Work: 
For short duration Line and Technician work - an email request will be provided by the 
Services Recipient to the Services Provider for all planned work assignments. Fourteen 
days prior written notice is required to be provided by the Services Recipient to the 
Services Provider for cancellation/withdrawal of staf£'crews committed to short duration 
assigmnents. The Services Recipient may request personnel and resources of up to 2 
RLMs and 2 Distribution Line/Metering Technicians. 

Trouble Response - 24/7 
Service Level for Trouble Call Response: 
Subject to the immediately proceeding sentence, the Services Provider shall restore 
service to customer and/or community within 24 hours after receipt by the Services 
Provider of the Trouble Call from the Services Recipient. The Services Recipient 
acknowledges and agrees that during major storm events, the Services Provider's staff 
may not be available to meet the 24-hour response timeframe, however, staff not 
involved in emergency work will be dispatched immediately and other staff will be 
dispatched as soon as conditions allow. 
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Scope of Trouble Calls that will be responded to by the Services Provider: 

• 
• 
• 

Planned Work 

24 calls/year 
Work is mainly transformer re-fusing and switch re-fusing 
Each ca11 is typically 3-4 hours of work and 6-8 hours of travel 

The Services Provider will meet with the Services Recipient's FLM quarterly and include 
the Services Recipient's personnel and resource needs in the Services Provider's 
personnel and resource planning and scheduling. In order to facilitate integration of 
resource requirements, a meeting will be held during the first quarter of the term with the 
Services Provider's Zone 7 contact person where the Services Recipient will make known 
all major planned work for the year. Planned work not identified during this meeting will 
be subject to staff availability; however, efforts will be made to accommodate and may 
include resourcing from other parts of the Province. 

The Services Recipient's contact person for work assignments is First Line Manager 
(FLM) Customer Service/Lines and Scheduling. 

The Services Provider's contact person for work assignments in Zone 7 is the Business 
Manager; for other Zones, it will be the Superintendent, his delegate or scheduling group 
as agreed by the parties. Special requirements, scheduling conflicts and service level 
performance concerns will be discussed with the respective Zone Superintendent. 
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SAFETY SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with following services 
related to safety: 

1. Incident Reporting 
The Services Provider shall assist the Services Recipient's Line Management with the 
proper and timely notification of safety related incidents for: 
• Corporate reporting requirements 
• Workplace Safety and Insurance Board 
• Ministry of Labour 

2. Incident Investigation 
The Services Provider shall provide assistance/leadership for the investigation of high 
MRPH (Maximum Reasonable Potential for Harm) incidents and other lower incidents.as 
requested by the Services Recipient's Line Management, the scope of which activities 
shall include, but not be limited to, the following: 
• Prepare an initial bulletin notice of incident occurrence 
• Assist with the Terms of Reference for incident investigations 
• Being an investigation team member/leader 
• Review/present the final report of the incident investigations to the Services 

Recipient's Line Management 
• Assist with the development of an action plan to implement investigation 

recommendations 

3. Health and Safety Management 
The Services Provider shall assist the Services Recipient's Line Management with the 
development and maintenance of the Services Recipient's Health and Safety Activities, in 
support of their Environmental Health and Safety Management System (EHSMS) which 
may include the following: 
• conduct an armual review of the Services Recipient's EHSMS, provide analysis and 

make recommendations for improvements; 
• identifY Hydro One safety requirements and provide information/advice on legal and 

other requirements applicable to the Services Recipient's business; 
• prepare/issue a quarterly newsletter of recent HIS legislative changes and 

developments affecting Remotes. 

4. Compliance Reviews 
In consultation with the Services Recipient's Line Management, coordinate and conduct 
an annual compliance review of the Services Recipient's legal and other requirements 
that pertain to health and safety. Where required, the Services Provider shall develop 
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appropriate protocols for the evaluation of health and safety compliance, in accordance 
with the Services Recipient's EHSMS procedures. The Services Provider shall also 
prepare and provide to the Services Recipient a written report summarizing the findings 
of the compliance review within 3 weeks of the field visits. 

5. Miscellaneous Services 
The Services Provider shall: 
• attend Safety Meeting presentations given by both parties and provide support on 

urgent items or significant rule and regulation changes 
• provide Job Plarming Assistance including site visits, upon request 
• review quality of work process inspections performed by the Services Recipient and 

recommend improvements, upon request 
• perform work process inspections upon request and provide results to the Services 

Recipient 
• provide the Services Recipient with a monthly written report at the end of each month 

during the term of the Agreement wherein it will describe the costs and 
accomplishments of these miscellaneous services provided by its personnel for the 
said month. 

B. Price and Terms of Payment: 

The Services Recipient shall pay to the Services Provider a fee not exceeding $50,000 for 
the safety services, based on actual time and expenses incurred, in accordance with the 
hourly rates referred to in the Agreement. 

In addition, the Services Recipient will pay the cost of the administration and reporting in 
respect of the safety services, material, travel and per diem costs related to the provision of 
the safety services. The Services Recipient will arrange and pay for the scheduling of charter 
flights to the Services Recipient's sites. 

C. Service Levels: 

None. 

38 



FLEET SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following fleet 
management, maintenance, repair and rental services relating to the use of transport and 
work equipment: 

a) Inspections, maintenance and repair of fleet transport and work equipment. The 
identification and completion of minor repairs and maintenance (under $500.00) will 
be the Services Recipient's responsibility and at the Services Recipient's expense. 

b) Supply of fleet licensing and provision of insurance as per Hydro One Inc. 
requirements. 

c) Advise on fleet planning and acquisition as per the Services Recipient's evolving 
requirements. Increase or decrease of fleet compliment will be reviewed annually and 
fees paid adjusted accordingly. 

d) Supply the current transport and work equipment complement for the fee specified, 

e) Co-ordinate the replacement program including assistance with justifications for 
additions and replacements to current complement. 

B. Price and Terms of Payment: 

The Services Recipient shall pay to the Services Provider the depreciation costs of the 
Services Recipient's vehicles and the Services Recipient's costs for fuel, labour and 
external repairs. The scheduling of charter flights to the Services Recipient's sites will be 
arranged and paid for directly by the Services Recipient. 

C. Service Levels: 

The Services Provider shall, on a monthly basis during the term of the Agreement, 
provide the Services Recipient with a written summary of the total fleet costs by transport 
and work equipment unit and a written monthly fuel usage report for any equipment, 
spare parts, material and fuel purchases made by the Services Recipient from the Services 
Provider using the fleet credit card. 
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ENVIRONMENTAL SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following 
environmental services as required: 

• Quarterly Legislative Review 
• Compliance Reviews and compliance support 
• Emission Calculations and verification 
• Certificate of Approval Amendments 
• Support for remediation projects 
• Investigations of diesel fuel alternatives 
• Waste Management support 
• Emergency response support 

B. Price and Terms of Payment: 

The Services Recipient shall pay to the Services Provider the cost of time and materials 
required to perform these services. 

C. Service Levels: 

All environmental services will be provided by the Services Provider in accordance with 
a jointly agreed work plan. Quarterly reviews of progress to be performed. 
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ENGINEERING SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following engineering 
services: 

Webequie DGS Project 
ModifY contractor drawings and incorporate them into Meridian 
Make up connection and elementary wiring diagrams, mechanical layout and 
architectural drawings 

Station Drawings 
Develop mechanical, civil and architectural templates for plant Station Standards 
Develop connection wiring and elementary wiring diagrams for switchgear design that 
resembles the standards used by the Services Provider 
Review Station drawings and adjusting them to the Services Provider's standards and 
save them into Meridian 

Arc Flash calculation and administrative process 
Validate, review and advise the Services Recipient on battery and charger system 
standardization 
Validate, review and advise the Services Recipient on SCADA communications solutions 
Assist in the development of Distributed Generation Connection Requirements 

B. Price and Terms of Payment: 

The Services Provider shall pay to Services Recipient for thee engineering services on a time and 
materials basis. 

C. Service Levels: 

None. 
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FLIGHT SAFETY SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following services 
related to flight safety: 

I. Monitor all aviation occurrences between the Services Recipient and the commercial 
passenger charter companies with which it contracts, which occurrences shall include 
but not be limited to the following: 

• Accidents, incidents or occurrences as defined in GEN 3.3 of the Aeronautical 
Information Publication and the Canadian Aviation Regulations 

• Non-airworthiness defects (cosmetic repairs) and airworthiness defects (that 
would result in the aircraft being grounded until repaired) 

• Feedback from the Flight Evaluation Report (internal report used to provide 
feedback from passengers and pilots to the Services Recipient to identify aircraft 
and contract problems) 

• All incidents deemed to be High MRPH (High Maximum Reasonable Potential 
for Harm) 

• occurrences of a lesser risk, low MRPH, and occurrences handled at the Services 
Recipient's local operations level in Thunder Bay; the Services Provider shall 
track these occurrences and the Services Recipient when the number of these 
occurrences becomes of concern. 

2. Assess, control and respond to occurrence reports. 

3. Provide Team Lead/key resource for all High MRPH incident investigations. 

4. Provide charter contract administration of all technical job specifications along with 
liaison representation with the Services Recipient's Superintendent of Operations and 
maintenance for new pilot interviews as well as current pilot presentations. 

5. Assist with the planning of and participate in the annual Flight Safety Staff Meeting 
which shall be arranged by the Services Recipient at a date and time to be mutually 
agreed upon by the Services Recipient and the Services Provider. The Services 
Provider will arrange for its "Flight Safety Officer" to attend and present new and 
current information relevant to flight charter contracts and the aviation industry 
including a presentation of related flight safety information, approved pilot and 
aircraft lists, audit and monitoring results, and corrective action feedback. 
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6. Perform pre-award audits and provide a summary report on any fixed wing charter 
carriers prior to the award of any contract for passenger charter air service. 

B. Price and Terms of Payment: 

The Services Recipient shall pay to the Services Provider a fee of $10,000 for the 
Services. 

In addition, the Services Recipient will pay the cost of the administration and reporting in 
respect of this Contract, material, travel and per diem costs related to the provision of the 
Services described in this Contract. The scheduling of charter flights to the Services 
Recipient's sites will be arranged and paid for by the Services Recipient. 

C. Service Levels: 

The Services Provider will report on a monthly basis the cost and accomplishment of the 
Services provided by its personnel. 
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DISTRIBUTION PLANNING TECHNICAL SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following services 
related to distribution planning: 

• conduct fuse co-ordination studies; 
• carry out distribution system modeling; 
• conduct short circuit/fault analyses; 
• conduct tingle voltage studies; 
• produce engineering drawings for unique situations/requirements; 
• conduct voltage irregularity analyses; 
• distribution Lines and Metering construction standards support; 
• special distribution engineering standard support; 
• GIS data maintenance and migration support; 
• distribution design technology and tool support; 
• distribution metering technical support; 
• distribution lines technical support; and 
• support with ESA Regulation 22/04. 

B. Price and Terms of Payment: 

The Services Provider shall pay to Services Recipient for thee engineering services on a time and 
materials basis. 

C. Service Levels: 

None. 
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JOINT USE SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following services in 
order to assist the Services Recipient with its Joint Use Program: 

(a) Support and participate with the Services Recipient's staff in drafting, 
negotiating, tracking and arranging for execution of joint use agreements for 
the Services Recipient as required and requested by the Services Recipient; 

(b) add, remove and change permits or similar authorizations and update and/or 
remove documents as required by the Services Recipient; 

(c) issue invoices to tenants/licensee for the Services Recipient in accordance 
with the Services Recipient's joint use agreements and manage the related 
accounts receivables accordingly; 

(d) manage and input information concerning the Services Recipient's joint use 
agreements into the Services Provider's "Joint Use" database and maintain 
said information separate from the Services Provider's own joint use 
information; 

(e) liaise with the Services Provider's "Joint Use" database on behalf of the 
Services Recipient; and 

(f) provide training to the Services Recipient's staff with regard to the Database, 
joint use agreements and other joint use activities, all as requested by the 
Services Recipient. 

B. Price and Terms of Payment: 

The annual price for the performance of the Services for the Services Recipient shall be 
$15,000.00, exclusive of any sales and use taxes, as may be applicable. 

C. Service Levels: 

None. 
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HEALTH AND SAFETY SERVICES: 

A. Description of Services: 

The Services Provider shall provide the Services Recipient with the following services in 
order to assist the Services Recipient with its health and safety program: 

(i) WSIB Claims Management 

• support the supervisor in WSIB reporting and early and safe return to work; 
• provide guidance and interpretation of WSIB policy and legislation to the 

Services Recipient's line management; 
• manage the financial impact of the WSIB claim cost statement and submit 

monthly premium remittance the Workplace Safety and Insurance Board on 
behalf of the Services Recipient. 

(ii) Care Management 

• support the Services Recipient's sick leave program that deals with sick leaves 
greater than 5 days and that is medically supported; 

• support (via the Services Provider's Disability Management Consultant, the 
affected supervisor and employee through a third party provider while the 
employee is absent from work due to a major medical absence with a view to 
assisting in providing the right care at the right time for the right outcome 

(iii) Long Term Disability (LTD) 

• provide the Services Recipient with LTD case management services including 
application assigmnent to LTD payroll and ongoing case management and 
rehabilitation activities through a third party provider 

(iv) Audiometric Testing 

• support the Services Recipient's supervisors to carry out an Audiometric Program 
through the Health, Safety and Environment Management System (HSEMS) that 
establishes the requirement to implement operational controls to minimize a 
health and safety risk 

(v) Respiratory Screening Program 

• support the Services Recipient's supervisors in determining how respirators will 
be managed at the Services Provider's premises 
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(vi) Ergonomic Assessments 

• support the workplace parties through the Workstation or Vehicle Ergonomic 
Assessment process. 

(vii) Physical Demands Analysis (PDAs) 

• develop and maintain Physical Demand Analyses to assist with the Services 
Recipient's employees fitness to return to work 

B. Price and Terms of Payment: 

The annual price for the performance of the Services for the Services Recipient shall be 
$10,000.00 exclusive of any sales and use taxes, as may be applicable. 

C. Service Levels: 

None. 
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Schedule nnu 

COMMERCIAL GENERAL LIABILITY INSURANCE CERTIFICATE 
SUPPLY ONLY TRADES 

Issued in favour: 

Insured: 

xxxxxxxxxxxxxxxxxxxxx 
xxxxxxxxxxxxxxxxxxxxx 
xxxxxxxxxxxxxxxxxxxxx 
xxxxxxxxxxxxxxxxxxxxx 

This is to certify that policies of insurance listed below have been issued to the insured named above for the period indicated and cover 
operations of the insured in connection with the SERVICES BEING PERFORMED UNDER THE MASTER AGREEMENT 

Effective Expiration 

Policy Date Date 
Type of insurance Number MM/DD/YR MM/DD/YR 

Commercial General Liability $5,000,000 

X) Blanket Contractual Liabilitv $5,000,000 

X) Broad Form Property Damage $5,000,000 

X) 3rd Party Property damage including loss of use 

X) Sudden and Accidental Pollution Liability coverage 

X) Products and Completed operations 

X) Employer's Liability 

X) Non-Owned Automobile Liability 

Automobile Liability 

X) Owners $5,000,000 

Special Condition 

Commercial General Liability policy shall i) include Hydro One Remote Communities Inc. as a named insured subject to sole agent 
provisions and ii) be primary non-contributing with and not excess of any other insurance available to Hydro One Remote Communities Inc. 
iii) contain a cross liability and severability of interest clause 

The Insurer agrees to notify the certificate holder by registered mail not less than 30 days prior to any material change, which reduces or 
restricts cover cancellation termination or non~renewal. 

Date: 

Name of Insurer: 

By: Authorized Official of the Insurance Company 

Print Name and Title of Above Official 
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Schedule "E" 

ADDITIONAL INSURANCE COVERAGES 

1.0 I Commercial General Liability and Excess Liability Insurance on an occurrence basis in an 
amount not less than $5,000,000 inclusive for both bodily injury, including death, personal 
injury and damage to property, including loss of use thereof, for each occurrence. To achieve 
the desired limit, umbrella or excess liability insurance may be used. 

Coverage shall specifically include, but not be limited to, the following 

i) Blasting, pile driving, caisson work, underground work; 
ii) Products & Completed Operations including a provision that such coverage to be 

maintained for a period not less than 24 months post Final Performance; 
iii) Errors and omissions integral to the operation of the Insured; 
iv) Tenant's Legal Liability; 
iv) Pesticide Liability; and 
v) Rail Liability. 

1.02 Contractor's Equipment Insurance covering equipment and tools, owned, rented or leased for the 
full replacement cost of such equipment on an "All Risks" basis including marine based risk 
subject to normal exclusions. 

1.03 Pollution Liability Insurance: When remediation or abatement is included in the work, the 
Services Provider shall purchase a policy with limits of not less than $5,000,000 per occurrence 
covering bodily injury and property damage claims, including cleanup costs as a result of 
pollution conditions arising from the Services Provider's and/or its subcontractors' operations 
and completed operations. Completed operations coverage will remain in effect for no less than 
3 years after final completion. The policy will have a retroactive date before the start of the 
work. To achieve the desired limit, umbrella or excess liability insurance may be used. 

1.04 Errors & Omissions Insurance: Engineering, Architectural, Design or other Professionals or 
Consultants and the EPCM (Engineering, Procurement, Construction and Maintenance). The 
Services Provider shall, at all times, maintain in full force and effect professional liability 
insurance in an amount not less than $10,000,000 aggregate limit covering the period from start 
of conceptual design through to completion of the project and for a further discovery period of 5 
years from the issuance of the certificate of Final Completion. 

1.05 Transit insurance (including loading, unloading and storage during the course of transit including 
storage at secondary processing facilities) against All Risks of physical damage to the property of 
the Services Recipient in the Services Provider's care, custody and control until such property is 
received on the Services Recipient's site. 

I. 06 Aircraft and watercraft liability insurance with respect to owned or non-owned aircraft and 
watercraft if used directly or indirectly in the performance of the Services, including use of 
additional premises, shall be subject to limits of not less than $5,000,000.00 inclusive per 
occurrence for bodily injury, death and damage to property including loss of use thereof and 
limits of not less than $5,000,000.00 for aircraft passenger hazard. Such insurance shall be in a 
form acceptable to the Services Recipient. The policies shall be endorsed to provide the Services 
Recipient with not less than 15 days' notice in writing in advance of cancellation, change, or 
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amendment restricting coverage. To achieve the desired limit, umbrella or excess liability 
insurance may be used. 

1.07 Such other insurance as is mutually agreed upon between the Services Recipient and the Services 
Provider. 

Where any of the above coverages are required for any of the Services, the Services Provider shall be 
bound by and comply with the following: 

I. Prior to the commencement of the performance of the Services, the Services Provider shall provide 
the Services Recipient with a certificate of insurance completed by a duly authorized representative 
of its insurer certifying that at least the minimum coverages required here are in effect and that the 
coverages will not be cancelled, nonrenewed, or materially changed by endorsement or otherwise so 
as to restrict or reduce coverage, without 30 days' advance written notice by registered mail, or 
courier, receipt required, to: 

Manager, Risk & Insurance Department, Hydro One Remote Communities Inc. 483 Bay 
Street, TCT8, South Tower, Toronto, Ontario. M5G 2P5 

If any of the coverages are required to remain in force after final payment, an additional certificate 
evidencing continuation of such coverage will be submitted with the Services Provider's final 
invoice. 

2. All deductibles shall be to the account of the Services Provider. 

3. All insurance noted above shall specify that it is primary coverage and not contributory with or in 
excess of any other insurance that may be maintained by the Services Recipient. 

4 A waiver of subrogation shall be provided by the insurers to the Services Recipient for coverages 
1.02 (Contractor's Equipment). 

6. The Services Recipient shall be included as a Named Insured under coverages noted in 1.03 
(Pollution Liability) subject to Sole Agent provisions. 

7. Coverages noted in 1.03 (Pollution Liability) shall contain a Cross Liability clause and a Severability 
ofinterests clause. 

8. Coverage provided for shall not be invalidated by actions or inactions of others. 
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Schedule "F" 

Receiving Party Security Safeguards Regarding Confidential Information Received from the Disclosing 
Party 

The Receiving Party shall protect the Confidential Information by security safeguards appropriate to the 
sensitivity of the information. 

I) The Receiving Party shall protect the Confidential Information against such risks as loss or theft, 
unauthorized access, disclosure, copying, use, modification or destruction, through appropriate security 
measures, regardless of the format in which it is held. 

2) All of the Receiving Party's Representatives with access to the Confidential Information shall be 
contractually required to respect the confidentiality of that information. 

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will vary 
depending on the sensitivity, amount, distribution and format of the information, and the method of 
storage. The Receiving Party shall ensure that more sensitive information will be safeguarded by a higher 
level of protection. 

4) The Receiving Party shall ensure that methods of protection will include: 

(a) physical measures, for example, locked filing cabinets and restricted access to offices; 

(b) organizational measures, for example, controlling entry to data centers and limiting 
access to information on a "need-to-know" basis; 

(c) technological measures, for example, the use of passwords and encryption; and 

(d) investigative measures, in cases where the Receiving Party has reasonable grounds to 
believe that the Confidential Information is being inappropriately collected, used or disclosed by 
anyone whom in law the Receiving Party is responsible. 
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THIS AGREEMENT made in duplicate this 17'h day of January, 2012 (the "Effective Date"). 

BETWEEN: 

1.0 PREFACE 

HYDRO ONE NETWORKS INC. 
(the "Services Provider") 

-and-

HYDRO ONE REMOTE COMMUNITIES INC. 
(the "Services Recipient") 

This Agreement is intended to identicy the services that are to be provided to the Services Recipient by 
the Services Provider in accordance with the terms and conditions herein. Except as otherwise specified, 
the term of this Agreement shall be for a period of I year commencing on the Effective Date. 

2.0 SERVICES 

The Services Provider shall provide supply chain services to the Services Recipient, which collectively 
constitute the Services and which are more particularly described in Schedule "A" attached hereto, as may 
be required by the Services Recipient from time to time during the term of this Agreement. 

3.0 FEES PAYABLE 

(a) The annual price for the performance of the Services for the Services Recipient shall be 
$76,674.00, exclusive of any sales and use taxes, as may be applicable. The said annual price for 
the Services shall be paid by the Services Recipient to the Services Provider by means of monthly 
electronic journal transfers which shall be reflected in the applicable books and records of each 
party In addition, each Services Recipient shall pay for any material costs which the Services 
Provider, acting reasonably, incurs as a result of resources, services and products that the Services 
Provider must purchase and that are in addition to the Services Provider's existing resources, 
services and products, in order to provide the said Services Recipient with specific services it 
requires and requests. 

(b) If at any time during the performance of the Services, the Services Recipient is of the opinion that 
there are deficiencies in the Services provided to it and/or that the price payable is in any way 
inaccurate, the Services Recipient shall pay the entire relevant price payable by it in full and its 
sole remedy shall be to follow the dispute resolution procedures outlined in Section 6.0 herein to 
determine what amount, if any, shall be refunded to the Services Recipient and/or what Services, 
if any, shall be rectified or redone by the Services Provider. 
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c) The parties acknowledge and agree that they qualify as specified members of a closely related 
group under subsection 156(1) ofthe Excise Tax Act (Canada), as amended (the "Act") and have 
jointly executed a Form GST25, to make an election under subsection 156(2) of the Act to deem 
the purchase and sale of the Services to be made for nil consideration for purposes of HST. For 
the purposes of this Agreement, "HST" means the federal Harmonized Sales Tax chargeable in 
accordance with Part IX of the Excise Tax Act (Canada), as amended, or any similar value-added 
tax that may be applicable during the term of this Agreement to the Services to be provided 
hereunder. 

4.0 REPRESENTATIONS AND WARRANTIES 

(a) The Services Provider represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perform 

its obligations hereunder; 
(ii) the execution of this Agreement and compliance with and performance of the terms, 

conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Provider; and 

(iii) all staff employed in the performance of the Services shall have the qualifications, expertise 
and experience which could reasonably be expected of staff of a services provider 
performing work similar to the Services. 

(b) The Services Recipient represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perform 

its obligations hereunder; and 
(ii) the execution of this Agreement and compliance with and performance of the terms, 

conditions, and covenants contemplated herein have been duly authorized by all necessary 
corporate action on the part of the Services Recipient. 

5.0 PERFORMANCE OF THE SERVICES 

(a) Compliance with Standards and Applicable Law: The Services Provider shall perform the 
Services in a diligent and professional manner and shall comply with the Services Recipient's computer data 
management and data access protocols contained in the Services Recipient's document entitled "!oformation 
Security Policy" (SP 0908 Rl) dated January 17, 2012 and any amendments thereto which may be made 
from time to time by the Services Recipient. The Services Provider shall comply at all times with the statutes, 
regulations, by-laws, standards and codes, as amended, as may be applicable to the Services Provider in 
respect of the Services and the performance of its obligations hereunder and it shall, at its own expense, 
obtain and maintain in good standing all permits and licences required by any authorities having jurisdiction 
to perform the Services. 

(b) Safety and Security Measures: When any part of the Services is to be performed at any of the 
Services Recipient's premises, all of the Services Provider's staff engaged in the performance of the Services 
at the said premises shall comply with the safety and security requirements and measures in effect at the said 
premises. 

(c) Meetings: The parties shall, after the Effective Date, meet at least twice a year during the term of 
this Agreement to review performance, quality and timeliness of the Services provided by the Services 
Provider pursuant to this Agreement. 
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6.0 DISPUTE RESOLUTION PROCEDURES 

Any controversy, dispute, difference, question or claim arising between any of the parties in connection 
with the interpretation, perfonnance, construction or implementation of this Agreement that cannot be 
resolved by a director or manager from each of the said parties (collectively "Dispute") shall be settled in 
accordance with this Section. The aggrieved party shall send the other affected party(ies) written notice 
identifying the Dispute, the amount involved, if any, and the remedy sought, and invoking the procedures 
of this Section. The Presidents of each affected party shall confer in an effort to resolve the Dispute. If 
the Presidents are unable to resolve the Dispute within 5 business days after receipt of the written notice 
of the Dispute, then the affected parties shall submit the Dispute to the President of Hydro One Inc. for 
resolution. 

7.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY 

(a) Confidentiality: 

Each party (the "Receiving Party") shall maintain in strict confidence this Agreement and the existence and 
contents thereof and all information, analysis, conclusions, drawings, reports, specifications or other 
infonnation, proprietary or otherwise, whether transmitted orally, electronically or in written fonn, and 
received in furtherance of this Agreement from any of the other parties (the "Disclosing Party") or any of the 
Disclosing Party's directors, officers, employees, consultants, agents or legal and other advisors (the 
"Disclosing Party Representatives") (collectively the "Confidential Infonnation"). Except as permitted 
herein, the Receiving Party shall not publish, reproduce, or disclose, either directly or indirectly, the said 
Confidential Infonnation to any third party and shall not use the said Confidential Infonnation for any 
purpose other than for purposes of this Agreement without the prior written consent of the Disclosing Party. 
The Receiving Party may disclose the Confidential Infonnation only to its shareholder, directors, officers, 
employees, consultants, agents or professional advisors (the "Receiving Party Representatives") having a 
need to know same and who have undertaken a like obligation to maintain its confidentiality. 

For greater certainty, Confidential Information includes any and all personal infonnation (as that tenn is 
defined in the Freedom ofinfonnation and Protection of Privacy Act (Ontario) and the Personal Infonnation 
Protection and Electronic Documents Act (Canada), as they may be amended, and any and all infonnation 
regarding a consumer, retailer, wholesale buyer, wholesale supplier, or a generator, provided by the 
Disclosing Party to the Receiving Party for purposes of this Agreement, whether or not such infonnation was 
initially provided prior to the Effective Date. 

The Receiving Party undertakes to protect and safeguard all Confidential Infonnation in its possession or 
under its control and received by the Disclosing Party, in the manner described in Schedule "B" attached 
hereto. The Disclosing Party may, on reasonable notice, and during regular business hours, audit the 
infonnation management practices of the Receiving Party to confirm compliance with the tenus and 
conditions of this Section 7.0 and all applicable statutes, regulations, by-laws, standards and codes, as 
amended. 

The Receiving Party undertakes to notify the Disclosing Party immediately upon discovery of any 
unauthorized use and/or disclosure of any of the Disclosing Party's Confidential Information, to co-operate 
with the Disclosing Party to help regain possession of such Confidential Infonnation, and to prevent its 
further unauthorized use and/or disclosure. 
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The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, publication and 
non-disclosure herein shall not apply to any information that: 

(i) is previously known to or lawfully in the possession of the Receiving Party prior to the date of 
disclosure as evidenced by the Receiving Party's written record; 

(ii) is independently known to or discovered by the Receiving Party, without any reference to the 
information or material; 

(iii) is obtained by the Receiving Party from an arm's length third party having a bona fide right to 
disclose same and who was not otherwise under an obligation of confidence or fiduciary duty to the 
Disclosing Party or the Disclosing Party Representatives; 

(iv) is or becomes public knowledge through no fault or omission of, or breach of this Agreement by the 
Receiving Party or the Receiving Party Representatives; or 

(v) is required to be disclosed pursuant to a final judicial or governmental order or other legal process. 

Confidential Information (other than this Agreement which shall be jointly owned by the parties) shall remain 
the sole and exclusive property of the Disclosing Party that has disclosed the Confidential Information, and 
the Disclosing Party shall retain all right, title and interest in and to the said Confidential Information. 

The Receiving Party shall keep a record of written Confidential Information furnished to it by the Disclosing 
Party in a location separate from those locations where the Receiving Party has stored information in respect 
of other third parties for which it performs work and it shall advise the Disclosing Party of such location. 

All Confidential Information furnished by the Disclosing Party (other than this Agreement), including that 
portion of the Confidential Information which is contained in analyses, compilations, studies or other 
documents prepared by the Receiving Party or by the Receiving Party Representatives, is the Disclosing 
Party's property and will be returned immediately to the Disclosing Party upon its request. 

(b) Intellectual Property: 

The Services Recipient shall obtain all rights, title and interests, including copyright ownership, to any reports 
and any other deliverable that is to be produced and delivered to it by the Services Provider and, subject to 
applicable legislation and notwithstanding clause 7.0(a) above, the said Services Recipient may use, disclose 
or modify such reports or deliverable in any manner it deems appropriate. The Services Provider shall not do 
any act which may compromise or diminish the Services Recipient's interest as aforesaid. 

(c) Survival of Obligations: 

The obligations in this Section 7.0 shall forever survive the termination or expiration of this Agreement. 

8.0 LIABILITY 

Unless otherwise agreed in writing, each party shall indemnify the other party and that other party's 
successors and assigns, directors, officers, employees, contractors and agents from and against all direct 
costs or damages attributable to the indemnifying party's performance and/or non-performance of its 
obligations under this Agreement and any amendments or additions thereto that are mutually agreed to in 
writing, whether arising from or based on breach of contract, tort, negligence, strict liability or otherwise. 
Notwithstanding any other provision of this Agreement, neither party shall be liable for any economic 
loss, loss of goodwill, loss of profit or for any special, indirect or consequential damages, where the said 
losses or damages are incurred by the other or by any third party claiming through or under the other. 
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This Section 8.0 shall forever survive the termination or expiration of this Agreement. 

9.0 AUTHORIZED REPRESENTATIVES 

The authorized representatives of the parties hereto for purposes of this Agreement are the following: 

HYDRO ONE REMOTE COMMUNITIES INC. 
483 Bay Street, 
South Tower, 8°' Floor 
Toronto, Ontario M5G 2P5 
Attention: Una O'Reilly 

TCT8 
Telephone: 
Telecopier: 

416-345-6698 
416-345-6356 

HYDRO ONE NETWORKS INC. 
483 Bay St. 
North Tower, 141hFloorB13 
Toronto, Ontario M5G 2P5 
Attention: Rob Berardi 
Telephone: ( 416) 345-4277 
Telecopier: ( 416) 345-6833 

All correspondence, reports, documents and/or other communication concerning this Agreement and 
the Schedule attached hereto shall be directed to the attention of the authorized representatives noted 
above and shall be deemed to be sufficiently given if delivered personally, mailed or transmitted by 
fax to the attention of the authorized representatives at the addresses above, and any notice so given 
shall be deemed to have been made and received on the date of delivery or on the 5th business day 
following the day of mailing of same or on the day of transmission if transmitted during nonnal 
business hours, otherwise on the next business day, as the case may be. 

10.0 CHANGE OF CONTROL 

In the event of a change of control of the Services Provider, this Agreement shall immediately terminate. 
A change of control shall mean, as applicable, a purchase of more than fifty (50) percent of the 
outstanding capital by a non-affiliate third party. 

11.0 ASSIGNMENT 

Neither this Agreement nor any rights and obligations shall be assigned by either party without the prior 
written consent of the other party, which consent shall not be unreasonably withheld. Subject to the 
foregoing, this Agreement shall enure to the benefit of the parties hereto and their respective successors and 
permitted assigns. 
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12.0 RELATIONSIDP OF PARTIES: 

Nothing in this Agreement creates the relationship of principal and agent, employer and employee, 
partnership or joint venture between the parties. The parties agree that they are and will at all times remain 
independent and are not and shall not present themselves to be the agent, employee, partner or joint venturer 
of the other. No representations will be made or acts taken by either party which could establish any apparent 
relationship of agency, employment, joint venture or partnership and neither party shall be bound in any 
manner whatsoever by any agreements, warranties or representations made by the other party to any other 
person nor with respect to any other action of the other party. 

13.0 SCHEDULES 

Schedules "A" and "B" attached hereto are to be read with and form part of this Agreement. 

14.0 COUNTERPARTS 

This Agreement may be executed in counterparts and the counterparts together shall constitute an original. 

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their respective 
representatives duly authorized in that behalf. 

HYDRO ONE NETWORKS INC. 

I have authority to bind the corporation 

HYDRO ONE REMOTE 
COMMUNITIES INC. 

~~~~~~ 
Title: Officer 
have authority to bind the corporation. 
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Schedule "A" 

DESCRIPTION OF SERVICES: 

The Services Provider shall provide the Services Recipient with the following supply chain services: 

• demand planning; 
• management and procurement; 
• vendor and inventory management; 
• process development; 
• data management; 
• warehousing; 
• waste management; and 
• investment recovery. 
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Schedule "B" 

Receiving Party Security Safeguards Regarding Confidential Information Received from the 
Disclosing Party 

The Receiving Party shall protect the Confidential Information by security safeguards 
appropriate to the sensitivity of the information. 

1) The Receiving Party shall protect the Confidential Information against such risks as loss 
or theft, unauthorized access, disclosure, copying, use, modification or destruction, through 
appropriate security measures, regardless of the format in which it is held. 

2) All of the Receiving Party Representatives with access to the Confidential Information 
shall be contractually required to respect the confidentiality of that information. 

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will 
vary depending on the sensitivity, amount, distribution and format of the information, and the 
method of storage. The Receiving Party shall ensure that more sensitive information will be 
safeguarded by a higher level of protection. 

4) The Receiving Party shall ensure that methods of protection will include: 

(a) physical measures, for example, locked filing cabinets and restricted access to 
offices; 

(b) organizational measures, for example, controlling entry to data centers and 
limiting access to information on a "need-to-know" basis; 

(c) technological measures, for example, the use of passwords and encryption; and 

(d) investigative measures, in cases where the Receiving Party has reasonable 
grounds to believe that the Confidential Information is being inappropriately collected, 
used or disclosed by anyone whom in law the Receiving Party is responsible. 

8 



THIS AGREEMENT made in duplicate this 17th day of January, 2012 (the "Effective Date"). 

BETWEEN: 

1.0 PREFACE 

HYDRO ONE REMOTE COMMUNITIES INC. 
(the "Services Provider") 

-and-

HYDRO ONE NETWORKS INC. 
(the "Services Recipient") 

This Agreement is intended to identifY the services that are to be provided to the Services Recipient by 
the Services Provider in accordance with the terms and conditions herein. Except as otherwise specified, 
the term of this Agreement shall be for a period of 1 year commencing on the Effective Date. 

2.0 SERVICES 

Subject to the Services Provider's availability of personnel and resources, which availability shall be 
determined by the Services Provider in its sole discretion, the Services Provider shall provide metering 
work, lines work and training for lines work to the Services Recipient, which collectively constitute the 
Services and which are more particularly described in Schedule "A" attached hereto, as may be required 
by the Services Recipient from time to time during the term of this Agreement. 

3.0 FEES PAY ABLE 

(a) The price for the performance of the Services shall be on a time and materials basis in accordance 
with the Services Provider's 2012-2013 hourly rates by job category, which rates may be 
amended from time to time by mutual agreement of the parties. The parties acknowledge and 
agree that the Services Recipient has received the Services Provider's 2012-2013 hourly rates 
from the Services Provider. 

(b) The parties agree that the price for the Services shall be paid by the Services Recipient to the 
Services Provider by direct time reporting through Hydro One Inc.'s payroll system. 

(c) In addition, the Services Recipient shall pay for any material costs which the Services Provider, 
acting reasonably, incurs as a result of resources, services and products that the Services Provider 
must purchase and that are in addition to the Services Provider's existing resources, services and 
products, in order to provide the said Services Recipient with specific services it requires and 
requests. 
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(d) If at any time during the perfonnance of the Services, the Services Recipient is of the opinion that 
there are deficiencies in the Services provided to it and/or that the price payable is in any way 
inaccurate, the Services Recipient shall pay the entire relevant price payable by it in full and its 
sole remedy shall be to follow the dispute resolution procedures outlined in Section 6.0 herein to 
detennine what amount, if any, shall be refunded to the Services Recipient and/or what Services, 
if any, shall be rectified or redone by the Services Provider. 

(e) The parties acknowledge and agree that they quality as specified members of a closely related 
group under subsection 156(1) of the Excise Tax Act (Canada), as amended (the "Act") and have 
jointly executed a Form GST25, to make an election under subsection 156(2) of the Act to deem 
the purchase and sale of the Services to be made for nil consideration for purposes of HST. For 
the purposes of this Agreement, "HST" means the federal Harmonized Sales Tax chargeable in 
accordance with Part IX of the Excise Tax Act (Canada), as amended, or any similar value-added 
tax that may be applicable during the term of this Agreement to the Services to be provided 
hereunder. 

4.0 REPRESENTATIONS AND WARRANTIES 

(a) The Services Provider represents and warrants that: 
( i) it has all the necessary authority and capacity to enter into this Agreement and to perfonn 

its obligations hereunder; 
(ii) the execution of this Agreement and compliance with and perfonnance of the tenns, 

conditions, and covenants contemplated herein have been duly authorized by all 
necessary corporate action on the part of the Services Provider; and 

(iii) all staff employed in the performance of the Services shall have the qualifications, expertise 
and experience which could reasonably be expected of staff of a services provider 
perfonning work similar to the Services. 

(b) The Services Recipient represents and warrants that: 
(i) it has all the necessary authority and capacity to enter into this Agreement and to perfonn 

its obligations hereunder; and 
(ii) the execution of this Agreement and compliance with and perfonnance of the tenns, 

conditions, and covenants contemplated herein have been duly authorized by all necessary 
corporate action on the part of the Services Recipient. 

5.0 PERFORMANCE OF THE SERVICES 

(a) Compliance with Standards and Applicable Law: The Services Provider shall perfonn the 
Services in a diligent and professional manner and shall comply with the Services Recipient's computer data 
management and data access protocols contained in the Services Recipient's document entitled "Infonnation 
Security Policy" (SP 0908 Rl) dated January 17, 2012 and any amendments thereto which may be made 
from time to time by the Services Recipient. The Services Provider shall comply at all times with the statutes, 
regulations, by-laws, standards and codes, as amended, as may be applicable to the Services Provider in 
respect of the Services and the perfonnance of its obligations hereunder and it shall, at its own expense, 
obtain and maintain in good standing all pennits and licences required by any authorities having jurisdiction 
to perfonn the Services. 
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(b) Safety and Security Measures: When any part of the Services is to be perfonned at any of the 
Services Recipient's premises, all of the Services Provider's staff engaged in the performance of the Services 
at the said premises shall comply with the safety and security requirements and measures in effect at the said 
premises. 

(c) Meetings: The parties shall, after the Effective Date, meet at least once during the term of this 
Agreement to review performance, quality and timeliness of the Services provided by the Services Provider 
pursuant to this Agreement. 

6.0 DISPUTE RESOLUTION PROCEDURES 

Any controversy, dispute, difference, question or claim arising between any of the parties in connection 
with the interpretation, performance, constmction or implementation of this Agreement that cannot be 
resolved by a director or manager from each of the said parties (collectively "Dispute") shall be settled in 
accordance with this Section. The aggrieved party shall send the other affected party(ies) written notice 
identifYing the Dispute, the amount involved, if any, and the remedy sought, and invoking the procedures 
of this Section. The Presidents of each affected party shall confer in an effort to resolve the Dispute. If 
the Presidents are unable to resolve the Dispute within 5 business days after receipt of the written notice 
of the Dispute, then the affected parties shall submit the Dispute to the President of Hydro One Inc. for 
resolution. 

7.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY 

(a) Confidentiality: 

Each party (the "Receiving Party") shall maintain in strict confidence this Agreement and the existence and 
contents thereof and all inf01mation, analysis, conclusions, drawings, reports, specifications or other 
information, proprietary or otherwise, whether transmitted orally, electronically or in written form, and 
received in furtherance of this Agreement from any ofthe other parties (the "Disclosing Party") or any of the 
Disclosing Party's directors, officers, employees, consultants, agents or legal and other advisors (the 
"Disclosing Party Representatives") (collectively the "Confidential Infonnation"). Except as permitted 
herein, the Receiving Party shall not publish, reproduce, or disclose, either directly or indirectly, the said 
Confidential Infonnation to any third party and shall not use the said Confidential Information for any 
purpose other than for purposes of this Agreement without the prior written consent of the Disclosing Party. 
The Receiving Pmty may disclose the Confidential Information only to its shareholder, directors, officers, 
employees, consultants, agents or professional advisors (the "Receiving Party Representatives") having a 
need to know same and who have undertaken a like obligation to maintain its confidentiality. 

For greater certainty, Confidential Information includes any and all personal information (as that tenn is 
defined in the Freedom oflnformation and Protection of Privacy Act (Ontario) and the Personal Information 
Protection and Electronic Documents Act (Canada), as they may be mnended, and any and all information 
regarding a consumer, retailer, wholesale buyer, wholesale supplier, or a generator, provided by the 
Disclosing Party to the Receiving Party for purposes of this Agreement, whether or not such information was 
initially provided prior to the Effective Date. 

The Receiving Party undertakes to protect and safeguard all Confidential Information in its possession or 
under its control and received by the Disclosing Party, in the manner described in Schedule "B" attached 
hereto. The Disclosing Party may, on reasonable notice, and during regular business hours, audit the 
information management practices of the Receiving Party to confirm compliance with the terms and 
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conditions of this Section 7.0 and all applicable statutes, regulations, by-laws, standards and codes, as 
amended. 

The Receiving Party undertakes to notifY the Disclosing Party immediately upon discovery of any 
unauthorized use and/or disclosure of any of the Disclosing Party's Confidential Information, to co-operate 
with the Disclosing Party to help regain possession of such Confidential Information, and to prevent its 
further unauthorized use and/or disclosure. 

The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, publication and 
non-disclosure herein shall not apply to any information that: 

(i) is previously known to or lawfully in the possession of the Receiving Party prior to the date of 
disclosure as evidenced by the Receiving Party's written record; 

(ii) is independently known to or discovered by the Receiving Party, without any reference to the 
information or material; 

(iii) is obtained by the Receiving Party from an arm's length third party having a bona fide right to 
disclose same and who was not otherwise under an obligation of confidence or fiduciary duty to the 
Disclosing Party or the Disclosing Party Representatives; 

(iv) is or becomes public knowledge through no fault or omission of, or breach of this Agreement by the 
Receiving Party or the Receiving Party Representatives; or 

(v) is required to be disclosed pursuant to a final judicial or governmental order or other legal process. 

Confidential Information (other than this Agreement which shall be jointly owned by the parties) shall remain 
the sole and exclusive property of the Disclosing Party that has disclosed the Confidential Information, and 
the Disclosing Party shall retain all right, title and interest in and to the said Confidential Information. 

The Receiving Party shall keep a record of written Confidential Information furnished to it by the Disclosing 
Party in a location separate from those locations where the Receiving Party has stored information in respect 
of other third parties for which it performs work and it shall advise the Disclosing Party of such location. 

All Confidential Information furnished by the Disclosing Party (other than this Agreement), including that 
portion of the Confidential Information which is contained in analyses, compilations, studies or other 
documents prepared by the Receiving Party or by the Receiving Party Representatives, is the Disclosing 
Party's property and will be returned immediately to the Disclosing Party upon its request. 

(b) Intellectual Property: 

The Services Recipient shall obtain all rights, title and interests, including copyright ownership, to any reports 
and any other deliverable that is to be produced and delivered to it by the Services Provider and, subject to 
applicable legislation and notwithstanding clause 7.0(a) above, the said Services Recipient may use, disclose 
or modifY such reports or deliverable in any manner it deems appropriate. The Services Provider shall not do 
any act which may compromise or diminish the Services Recipient's interest as aforesaid. 

(c) Survival of Obligations: 

The obligations in this Section 7.0 shall forever survive the termination or expiration of this Agreement. 
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8.0 LIABILITY 

Unless otherwise agreed in writing, each party shall indemnifY the other party and that other party's 
successors and assigns, directors, officers, employees, contractors and agents from and against all direct 
costs or damages attributable to the indemnifYing party's performance and/or non-performance of its 
obligations under this Agreement and any amendments or additions thereto that are mutually agreed to in 
writing, whether arising from or based on breach of contract, tort, negligence, strict liability or otherwise. 
Notwithstanding any other provision of this Agreement, neither party shall be liable for any economic 
loss, loss of goodwill, loss of profit or for any special, indirect or consequential damages, where the said 
losses or damages are incurred by the other or by any third party claiming through or under the other. 

This Section 8.0 shall forever survive the termination or expiration of this Agreement. 

9.0 AUTHORIZED REPRESENTATIVES 

The authorized representatives of the parties hereto for purposes of this Agreement are the following: 

HYDRO ONE REMOTE COMMUNITIES INC. 
483 Bay Street, 
South Tower, 8'h Floor 
Toronto, Ontario MSG 2P5 
Attention: Una O'Reilly 

TCT8 
Telephone: 
Telecopier: 

416-345-6698 
416-345-6356 

HYDRO ONE NETWORKS INC. 
483 Bay St. 
North Tower, 14th Floor Bl3 
Toronto, Ontario MSG 2P5 
Attention: Rob Berardi 
Telephone: ( 416) 345-4277 
Telecopier: ( 416) 345-6833 

All correspondence, reports, documents and/or other communication concerning this Agreement and 
the Schedule attached hereto shall be directed to the attention of the authorized representatives noted 
above and shall be deemed to be sufficiently given if delivered personally, mailed or transmitted by 
fax to the attention of the authorized representatives at the addresses above, and any notice so given 
shall be deemed to have been made and received on the date of delive1y or on the 5th business day 
following the day of mailing of same or on the day of transmission if transmitted during normal 
business hours, otherwise on the next business day, as the case may be. 
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10.0 CHANGE OF CONTROL 

In the event of a change of control of the Services Provider, this Agreement shall immediately terminate. 
A change of control shall mean, as applicable, a purchase of more than fifty (50) percent of the 
outstanding capital by a non-affiliate third party. 

11.0 ASSIGNMENT 

Neither this Agreement nor any rights and obligations shall be assigned by either party without the prior 
written consent of the other party, which consent shall not be unreasonably withheld. Subject to the 
foregoing, this Agreement shall enure to the benefit of the parties hereto and their respective successors and 
permitted assigns. 

12.0 RELATIONSHIP OF PARTIES: 

Nothing in this Agreement creates the relationship of principal and agent, employer and employee, 
partnership or joint venture between the parties. The parties agree that they are and will at all times remain 
independent and are not and shall not present themselves to be the agent, employee, partner or joint venturer 
of the other. No representations will be made or acts taken by either party which could establish any apparent 
relationship of agency, employment, joint venture or partnership and neither party shall be bound in any 
manner whatsoever by any agreements, warranties or representations made by the other party to any other 
person nor with respect to any other action of the other party. 

13.0 SCHEDULES 

Schedules "A" and "B" attached hereto are to be read with and form part of this Agreement. 

14.0 COUNTERPARTS 

This Agreement may be executed in counterparts and the counterparts together shall constitute an original. 

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their respective 
representatives duly authorized in that behalf. 

HYDRO ONE NETWORKS INC. 

· le: Officer 
I have authority to bind the corporation 

HYDRO ONE REMOTE 
COMMUNITIES INC. 

~~ 
Name: Maureen Wareham 
Title: Officer 
have authority to bind the corporation. 
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Schedule "A" 

DESCRIPTION OF SERVICES: 

Subject to the Services Provider's availability of personnel and resources, which availability 
shall be determined by the Services Provider in its sole discretion, the Services Provider shall 
provide the Services Recipient with the following services as may be required by the Services 
Recipient from time to time during the term of this Agreement: 

a. Metering/Technician Work: 

• update, install, reverify and sample meters 
• Smart meter change-outs 
• line layout, estimating and staking 
• voltage/current surveys and responding to voltage/current complaints 
• update Emergency Site Plans 

b. Lines Work: 

• maintain the Services Recipient's transmission and distribution system in 
Northwestern Ontario by providing the following activities, as may be requested by 
the Services Recipient: 

• power line maintenance, construction and repair 
• trouble Call Response, power restoration and storm damage repairs 

c. Training: 

• Provide lines apprenticeship program instruction services 
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Schedule "B" 

Receiving Party Security Safeguards Regarding Confidential Information Received from the 
Disclosing Party 

The Receiving Party shall protect the Confidential Information by security safeguards 
appropriate to the sensitivity of the information. 

1) The Receiving Party shall protect the Confidential Information against such risks as loss 
or theft, unauthorized access, disclosure, copying, use, modification or destruction, through 
appropriate security measures, regardless of the format in which it is held. 

2) All of the Receiving Party Representatives with access to the Confidential Information 
shall be contractually required to respect the confidentiality of that information. 

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will 
vary depending on the sensitivity, amount, distribution and format of the information, and the 
method of storage. The Receiving Party shall ensure that more sensitive information will be 
safeguarded by a higher level of protection. 

4) The Receiving Party shall ensure that methods of protection will include: 

(a) physical measures, for example, locked filing cabinets and restricted access to 
offices; 

(b) organizational measures, for example, controlling entry to data centers and 
limiting access to information on a "need-to-know" basis; 

(c) technological measures, for example, the use of passwords and encryption; and 

(d) investigative measures, in cases where the Receiving Party has reasonable 
grounds to believe that the Confidential Information is being inappropriately collected, 
used or disclosed by anyone whom in law the Receiving Party is responsible. 
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Hydro One Inc.
Is a holding company with subsidiaries that operate in the
business areas of electricity transmission and distribution
and telecom services.

Hydro One Networks Inc.
Represents the majority of our business, which is regulated
by the Ontario Energy Board. It is involved in the planning,
construction, operation and maintenance of our
transmission and distribution networks.

Hydro One Brampton Networks Inc.
Distributes electricity to one of the fastest-growing urban
centres in Canada, just 30 kilometres outside of Toronto.

Hydro One Remote Communities Inc.
Operates and maintains the generation and distribution
assets used to supply electricity to 21 remote communities
across northern Ontario that are not connected to the
province’s electricity transmission grid.

Hydro One Telecom Inc.
Markets our fibre-optic capacity to business customers.
This business represents less than 1% of our total assets.
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Consolidated Financial Highlights and Statistics

For more than 100 years,HydroOne
has connected customers to safe,reliable
and cost-effective electricity.Today,we
are working to meet Ontario’s energy
needs for the 21st century.

Year ended December 31 (Canadian dollars in millions) 2009 2008 $ Change % Change

Revenues 4,744 4,597 147 3
Purchased power 2,326 2,181 145 7
Operating costs 1,594 1,513 81 5
Net income 470 498 (28) (6)
Net cash from operations 892 1,052 (160) (15)
Average annual Ontario 60-minute peak demand (MW)1 20,798 21,820 (1,022) (5)
Distribution – units distributed to customers (TWh)1 28.9 29.9 (1.0) (3)

1 System-related statistics include preliminary figures for December.
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Consolidated Financial Highlights and Statistics
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Letter from the Chair

As the Ontario Energy Board recently noted, Hydro One
faces an operating environment that is turbulent and to
some extent unknown. In this environment, the Company
performed well in 2009.

I will leave it to the President and Chief Executive Officer to
report on our results and financial metrics for the year.

Fundamental to the Board of Directors’ oversight role is
ensuring that Hydro One acts as a commercial enterprise
and, to that end, fostering a commercial culture that
increases enterprise value for the shareholder while
providing safe, reliable and cost-effective transmission and
distribution of electricity to Ontario’s electricity users.

In 2008, the Board adopted a new strategic plan which
emphasized this, and in 2009, the Board reviewed it and
found it still appropriate.

Key to all of this is ensuring alignment of the organization
with the Company’s strategic objectives. To accomplish this,
the Board has approved a corporate scorecard and short-
term management incentives based upon performance
measures derived from the corporate scorecard. The Human
Resources and Public Policy Committee of the Board spent a

lot of time and effort during the past year analyzing and
refining the corporate scorecard and these measures.
The resulting management compensation is described in
detail in our Annual Information Form for 2009. The Board
determined that of 13 corporate targets, 8 were met or
exceeded and 5 were not and accordingly decided, in its
discretion, on a 13% reduction from the overall maximum
potential payout. On the other hand, the payouts were still
significant, reflecting a good overall performance. 

Another area where the Board spent more time and effort
than usual was in its oversight of the pension plan, primarily
by the Audit and Finance Committee. All aspects of the
governance and management of the pension plan were
reviewed in detail. Meanwhile, the sharp rebound in the
financial markets from 2008 resulted in a significant
improvement in the plan’s position at year end.

In September 2009, the Board considered in detail, and
then agreed to, a request from the Government of Ontario
to proceed with the planning for a series of major
transmission projects in support of the Green Energy Act
(GEA). Management is working on the development of
those projects. In December, the Company received

Letter from the Chair
Fundamental to the Board’s role is fostering a commercial culture that
increases enterprise value while providing safe, reliable and cost-effective
transmission and distribution of electricity.

James Arnett
Chair of the Board of Directors



Clean Energy Corridor
Construction of the Bruce to Milton Transmission Reinforcement Project will begin in 2010.

Infrastructure
Over the past five years, Hydro One’s work program has nearly doubled, principally to refurbish
aging infrastructure.

2010

2X
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Letter from the Chair

Environmental Assessment approval for the Bruce to Milton
Transmission Reinforcement Project, the largest transmission
project by the Company in a generation. Construction of the
transmission line will begin in 2010.

Meanwhile, the Company completed its largest-ever work
program both in capital and OM&A. Indeed, over the past
five years, the Company’s work program has nearly
doubled, principally to refurbish aging infrastructure, which
is required quite apart from the GEA. 

These major capital programs will require continued careful
oversight of the Company’s operating and financial situation.
They will also require that we maintain the Company’s strong
credit ratings to facilitate the borrowing which will be
increasingly required. The Audit and Finance Committee
of the Board scrutinizes this from a financial perspective.
In addition, the Business Transformation Committee will
oversee all matters related to the planning, development and
implementation of our GEA projects.

In conclusion, I believe that the Board of Directors
performed well in its oversight role during 2009.

I want to thank management, all of our employees, and all
my colleagues on the Board of Directors for their
dedication and tireless efforts on behalf of both our
customers and our shareholder.

James Arnett
Chair of the Board of Directors
Hydro One Inc.
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Letter from the President and CEO

2009 was a year of moving forward for Hydro One. Our
Company made progress on multiple projects, embraced
new technologies and strengthened relationships as we
focused on our core role as stewards of Ontario’s electricity
transmission grid and largest distribution system. 

It’s a pivotal time for Hydro One. Our customers rightfully
expect a safe, reliable and cost-effective grid at a time
when Ontario’s energy sector is undergoing tremendous
investment and change. Our strategy is guided by four key
values: health and safety, stewardship, excellence and
innovation. These values touch every initiative and inform
every decision. 

These values serve Ontario well as we continue with
the largest program of infrastructure investment and
renewal in more than two decades. The move to cleaner,
decentralized power sources provides us with the
opportunity to rethink our systems of transmission and
distribution. Projects across the province are focused on
improving the performance of existing assets, relieving
internal congestion points and delivering new clean and
renewable generation to Ontario homes and businesses.
Hydro One is a key enabler of the Green Energy Act (GEA)
and is developing an electricity grid that is modern,
flexible and smart; one that will contribute to a better
environment, and deliver clean, renewable power to and
from growing communities.

Our smart meter program surpassed the key milestone of
one million smart meters installed, with almost 750,000 meters
communicating at a level capable of reliable meter reading.
This is one of the largest smart meter deployments by a utility
in North America. Our customers will begin to move to time-
of-use pricing in 2010, with full transition expected in 2011.

Hydro One played a leadership role in the technical
assessment and acquisition of the 1.8–1.83 GHz spectrum for
Smart Grid applications. Our people were leaders in obtaining
a dedicated communications spectrum for Smart Grid
applications from Industry Canada – this was an enormous
achievement which will pave the way to our smarter future.

In September, the Government of Ontario asked our
Company to proceed with a series of transmission projects
in support of the GEA. We began the planning work on
several large projects in October and continued our
planning of the Northwest Transmission Expansion Project.

In December, we received Environmental Assessment approval
for the Bruce to Milton Transmission Reinforcement Project.
The project involves constructing a new 180-kilometre double-
circuit 500-kilovolt transmission line from the Bruce Power
Facility to our Milton Switching Station and will enable the
delivery of 1,700 MW of renewable generation identified in
the area, as well as about 1,500 MW of power from refurbished
units at the Bruce Power Facility.  We expect to break ground
on this project in the first half of 2010.

Letter from the President and CEO
It’s a pivotal time for Hydro One. Our customers rightfully expect a safe,
reliable and cost-effective grid at a time when Ontario’s energy sector is
undergoing tremendous investment and change.

Laura Formusa
President and Chief Executive Officer
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Letter from the President and CEO

In 2009, Corporate Knights magazine named Hydro One as
Canada’s top corporate citizen. We were proud to receive
that acknowledgement, but we take nothing for granted.
I believe a company is not just measured by what they do,
but also by how they do it. That’s why we continue to focus
on building strong relationships with First Nations and
Métis communities, as well as all the communities in which
we work and live. 

We minimize our impact on the environment by examining
every piece of our operations for improvement. This year’s
focus on our fleet of vehicles, which travel more than
100 million kilometres per year, included large initiatives
like the introduction of Ontario’s first hybrid bucket truck,
a rigorous anti-idling and driver behaviour policy and the
adoption of a vehicle right-sizing program to match the
right-sized vehicle to the right task. Over the last year, we
removed 525 metric tonnes of greenhouse gases through
these and other initiatives. 

Our partnerships with Ontario’s institutions of higher
learning are beginning to yield dividends with more and
more qualified applicants helping Hydro One meet the
human resource challenge we face. More than 30% of
staff are eligible to retire within the next five years. We
continued to invest in children’s active play facilities in

communities across Ontario through our PowerPlay
program. While many corporate giving initiatives were
scaled back this year, we continued to invest in the
communities we serve. 

From the engineers planning the future of Ontario’s grid,
to the line maintainers who climb poles in icy darkness, and
everyone in between, I’d like to thank all Hydro One staff
for giving their best every day. I’d like to thank the
members of the management team for their tremendous
contributions and the Board of Directors for their continued
guidance. I believe by ensuring that everything we do
reflects health and safety, stewardship, excellence and
innovation, we will continue to deliver the electricity system
that the great province of Ontario deserves.

Laura Formusa
President and Chief Executive Officer
Hydro One Inc.

     
            

           
    

 
    

Renewable Energy
We received Environmental Assessment approval for the Bruce to Milton Transmission Reinforcement
Project that will enable approximately 1,700 MW of renewable generation identified in the area, as well
as about 1,500 MW of power from refurbished units at the Bruce Power Facility.

3,200
MW

Smart Meters
Our smart meter program surpassed
the key milestone of one million smart
meters installed.

Corporate Citizen
In 2009, Hydro One was named
Canada’s top corporate citizen by
Corporate Knights magazine.

#11
MILLION



Efficient, Effective and Well-Managed
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Focused on Productivity
At Hydro One, we are always looking for ways to improve
productivity. In 2009, we introduced two new rigorous
performance metrics: Cost per Asset Value for transmission
and Cost per Line Length for distribution. These two
metrics allow us to do a better job of benchmarking our
performance against industry peers and to better monitor
our productivity on a year-over-year basis. In our first year
using these metrics, we met our targets for both. 

Other process changes in 2009 that also led to improved
productivity, included: 

– Using the SAP schedule tool to better monitor
maintenance task cycles, which enabled us to reduce
equipment time outages and to dispatch work crews
more efficiently. 

– Launching a Customer Care initiative that reduced
the volume of billing exceptions requiring manual
interventions. This initiative also focused on improving
handling and tracking processes in order to
reduce handling time, eliminate errors and cut costs.

– Adopting a Strategic Sourcing Model that enhanced
our work program delivery by giving us better, more
secure access to critical long-lead time materials.

Prudently managed and profitably
operated, Hydro One has a strong
track record for delivering value as
well as for transmitting and
distributing electricity.
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Efficient, Effective and Well-Managed

Strong Financial Performance 
Hydro One is focused on performance. As Ontario’s largest
electricity transmission and distribution company, our
mission is to operate profitably, to create value for our
shareholder and to be a safe, reliable and cost-effective
transmitter and distributor. 

In 2009, we met our financial targets with a net income
of $470 million and revenues of $4,744 million. We paid
$188 million in dividends to our shareholder, the province
of Ontario, and $77 million in payments in lieu of corporate
taxes to the Ontario Electricity Financial Corporation.

In a challenging financial market, Hydro One kept its “A”
credit rating, ensuring that we can continue to borrow
money over the long term on a cost-effective basis. We
also raised $1.15 billion in long-term financing, enabling us
to meet the cash requirements for debt retirements and
capital programs in an economical and timely manner. 

Our success shows that Hydro One remains an attractive
investment. It also highlights the benefits delivered by the
Company’s efforts to establish strong relationships with
credit rating agencies, banks and potential investors. 

Net Income for 
Fiscal Year 2009

Raised in Long-Term 
Financing

Paid in Dividends to the
Province of Ontario

$470
MILLION

$1.15
BILLION

$188
MILLION

On CORPORATE KNIGHTS’
Best 50 Corporate
Citizens List

Noteworthy Achievements
Hydro One is helping to build a conservation culture within
Ontario. We are also working to establish a corporate
culture that values transparency and accountability, that
celebrates diversity, and that supports employees at work
and in the community.

In 2009, our efforts were rewarded with significant recognition.

In their annual listing of the country’s best 50 corporate
citizens, Corporate Knights magazine named Hydro One
as Canada’s Top Corporate Citizen. The magazine’s
rankings are based on a wide-ranging review of publicly
reported environmental, social and governance indicators,
including diversity, pension quality and health and board
independence. In 2009, aboriginal relations were also
weighed as an indicator. 

“ The ranked companies are doing the best job at
fulfilling their end of the social contract and
managing their specific environmental, social
and governance performance when compared
with their sector peers.”

Corporate Knights magazine 

Hydro One was also named one of the Top 90 Toronto
Employers for 2010. After reviewing applications from more
than 2,600 employers, Mediacorp Canada Inc. recognized
Hydro One for supporting employees through ongoing
skills training, and for its efforts to support employee
involvement in the communities where they work.

#1



In 2009, Hydro One met the challenge
of providing reliable service while
replacing end-of-life equipment within
our system.We also helped to implement
the Green Energy Act and did our part
to secure Ontario’s energy future.
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Investing in Infrastructure 

Building Ontario’s Green Future
Ontario’s Green Energy Act lays out a framework to make
the province a global leader in clean energy development
through the use of renewable energy, distributed energy
and conservation, and by creating thousands of jobs.
Hydro One’s role is to facilitate the connection of a wide
variety of energy sources to the grid and ensure that our 

transmission and distribution system can deliver renewable
energy from where it is generated to where it is needed.

Hydro One is currently reviewing core transmission network
upgrades across Ontario necessary to support clean energy.

Photo courtesy of Skypower Limited.
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Investing in Infrastructure 

Smart Meters Installed
in 2009

Reaching a Smart Goal
In one of the largest smart meter deployments undertaken
by any utility in North America, Hydro One surpassed
the key milestone of one million smart meters installed, with
almost 750,000 meters communicating at a level capable
of reliable meter reading. With this critical infrastructure in
place our customers can begin converting to time-of-use
pricing in 2010/2011.

1
MILLION

Ensuring Reliability. Increasing Capacity. 
In 2009, Hydro One invested $918 million in transmission
capital projects which included a number of network
upgrades designed to facilitate access to new sources
of renewable generation and to increase our transfer
capability from other jurisdictions.

One of these initiatives, the Bruce to Milton Transmission
Reinforcement Project, will connect refurbished nuclear and
new wind generation sources in the Huron-Grey-Bruce area.
Hydro One received the Environmental Assessment approval
in December 2009, and construction will begin in 2010. 

To provide reliable service to our customers, we continually
monitor and evaluate our infrastructure. In 2009, the
Southwestern Ontario Capacitor Banks Project identified
four capacitor banks that – based on age, condition and
importance to the system – were approaching their end-of-
life. We made replacing this critical equipment a priority, and
installed new capacitors which will also expand transmission
capacity in southwestern Ontario.

The connection between our Cherrywood Transformer
Station and our Claireville Transformer Station was reinforced
to improve reliability and to ensure that it could meet
growing demand within the Greater Toronto Area (GTA). 

Invested in Transmisssion
Capital Improvements

$918
MILLION

Renewable Generators
Integrated into 
Ontario’s Power Grid 

Supporting Renewable Energy Generation 
Hydro One is crucial to the successful implementation of
the Green Energy Act. As more energy from renewable
generation sources, such as solar, wind and biomass,
becomes available, Hydro One will take the lead in
integrating this energy into Ontario’s electricity system,
safely and cost-effectively. In 2009, 16 renewable
generators, each capable of producing more than 10 KW
of electricity, were connected to our distribution system. 

16
10+ KW 



Green energy. Educational partnerships.
Community outreach. Just a few
examples of our commitment to good
corporate citizenship in action. 
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Corporate Social Responsibility 

Committed to Conservation
Our commitment to continually improve our environmental
performance includes helping Hydro One customers
manage their electricity usage more efficiently. In 2005, we
launched our Conservation and Demand Management
program. Since then, more than 1.5 million customers have
saved over 450 million kWh of electricity. That’s enough to
power approximately 38,000 homes for a year, resulting in
greenhouse gas emissions savings of more than 300,000
tonnes of CO2. 

Hydro One employees are reducing their impact on the
environment by cutting back on paper use, shutting down
engines and turning off computers and unnecessary lights.
Initiatives launched through our employee-driven Greener
Choices program have resulted in a reduction of an
estimated 900 tonnes of CO2 emissions. 

Greener Fleet Rates Gold
Hydro One’s efforts to improve both the fuel efficiency and
environmental management of our fleet of service vehicles
earned us the gold rating from Canada’s Energy,
Environment and Excellence group. The E3 Fleet program
recognizes companies and governments that increase their
fleet’s fuel efficiency, reduce their carbon footprint and
demonstrate leadership in fleet management excellence.
Our gold rating was based on a reduction of 525 tonnes
of CO2 emissions achieved by minimizing idling, launching
a smart tire inflation campaign, purchasing more fuel-
efficient vehicles and optimizing fuel performance by
collecting and analyzing vehicle-use data. 
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Corporate Social Responsibility 

Partners in Powerful Communities
Hydro One believes in helping to build strong, healthy
communities. Our PowerPlay program provides grants of up
to $25,000 to support capital projects for community centres,
indoor or outdoor ice rinks, playgrounds, splash pads and
sports fields – places where members of the communities
we serve can get together and children can engage in
sports and active play. In 2009, Hydro One gave a total of
$1 million for PowerPlay grants to 108 community projects.

PowerPlay Grants to 
108 Community Projects 
in 2009

108

Improved Service and Convenience
In 2009, we relaunched our customer website,
www.HydroOne.com. Now it is easier than ever for
Hydro One customers to pay their bills online, manage
their accounts and find tips on saving electricity. The site’s
new power outage tracking system uses state-of-the-art
mapping technology to provide customers and other system
stakeholders with comprehensive, real-time updates on
the size and location of outages, the number of customers
affected and the estimated time of service restoration.

Visit www.HydroOne.com to read more about what Hydro One is doing for the
environment and our customers in the Social Responsibility Highlights brochure.

New Graduates 
Hired by Hydro One 
Since 2008

New Skills. New Opportunities.
To be sure we have the people we need to fulfill our 
mandate of delivering safe, reliable and affordable
electricity, Hydro One has taken the lead in establishing
partnerships with colleges, universities and First Nations
and Métis people. Since 2008, we have hired 161 young
professionals into our new graduate program and 
brought on 393 apprentices. 

In February 2009, Colleges Ontario recognized Hydro One
with an award for our efforts in advancing college education
in the province. Hydro One has invested more than 
$3 million to partner with Ontario colleges to train and
recruit people as engineering technicians and technologists
as well as other trades positions in the electricity sector. 

161
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Hydro One Senior Management

Hydro One Senior Management

Laura Formusa
President and Chief
Executive Officer, 
Hydro One Inc.

Steve Dorey
Vice-President,
External Relations

Peter Gregg
Senior 
Vice-President,
Corporate and
Regulatory Affairs
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Hydro One Inc.
Is a holding company with subsidiaries that operate in the
business areas of electricity transmission and distribution
and telecom services.

Hydro One Networks Inc.
Represents the majority of our business, which is regulated
by the Ontario Energy Board. It is involved in the planning,
construction, operation and maintenance of our
transmission and distribution networks.

Hydro One Brampton Networks Inc.
Distributes electricity to one of the fastest growing urban
centres in Canada, just 30 kilometres outside of Toronto.

Hydro One Remote Communities Inc.
Operates and maintains the generation and distribution
assets used to supply electricity to 21 remote communities
across northern Ontario that are not connected to the
province’s electricity transmission grid.

Hydro One Telecom Inc.
Markets our fibre-optic capacity to business customers.
This business represents less than 1% of our total assets.
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Management’s Discussion and Analysis

We prepare our financial statements in Canadian dollars and in accordance with accounting principles generally accepted
in Canada. The following discussion is based upon our Consolidated Financial Statements for the years ended December 31, 
2009 and 2008.

Executive Summary
We are wholly owned by the Province of Ontario (the Province), and our Transmission and Distribution Businesses are
regulated by the Ontario Energy Board (OEB). Our mandate is to provide safe, reliable and cost-effective transmission and
distribution of electricity to Ontario electricity users. We operate as a commercial enterprise with an independent Board of
Directors. Our strategy is driven by our values: safety, stewardship, excellence and innovation. Safety is of utmost importance
to us because we work in an environment that can be hazardous. We take our responsibility as stewards of critical provincial
assets seriously. We demonstrate sound stewardship by managing our assets in a manner that is commercial and transparent
and values our customers. We strive for excellence by being trained, prepared and equipped to deliver high quality service.
We value innovation because it allows us to increase our productivity and to develop enhanced methods to meet the needs
of our customers. In 2009, we continued our focus on our core businesses, substantially maintained and improved our
performance in various key areas of the business, and made important contributions to the rebuilding of Ontario’s core
infrastructure while preparing to meet the requirements of the Green Energy Act (GEA).

We manage our business using the following governance structure:

Core Business and Strategy
Our corporate strategy is based on our mandate, vision and values. Our vision is to be the leading electricity delivery
company in North America. Our strategic goals, which are discussed on page 3, encompass the core values that drive 
our business. Our strategy touches every part of our core business: safety, our customers, innovation, the reliability and
efficiency of our systems, the environment, our workforce, shareholder value, and productivity. 

Key Performance Drivers
We have identified performance drivers critical to achieving our strategic goals. Each driver is specific to measuring our success
of a specific goal. We establish specific performance targets against each driver every year aimed at achieving our strategic
goals over time. For example, we calculate lost-time injury frequency to measure our progress toward an injury-free workplace
and use customer surveys to measure the success of our initiatives to increase customer satisfaction. Reduced carbon
emissions and the results of our energy efficiency audit are indicative of our commitment to protecting the environment. These
and other key performance drivers are included in our discussions of our performance measures beginning on page 4.

Capability to Deliver Results
We continued to use a balanced scorecard approach and set 13 stretch targets for 2009. We continue to strive to manage our
key performance drivers and deliver results each and every year. This year we met or exceeded 8 of 13 targets. In delivering
results, we remain conscious of our environmental footprint. We exceeded our target for greenhouse gas reductions by
125 metric tonnes, or approximately 31%, and exceeded our target for distribution customer interruptions by 0.4 hours, which
is an improvement from last year of 1.2 hours, or nearly 15%. The results of our efforts are fully discussed in the section
Performance Measures and Targets beginning on page 4. Our capability to deliver results in each of our strategic areas is
limited by risks inherent in the regulatory environment, our business, our workforce and the economic environment. These
risks, as well as our strategies to mitigate them, are discussed on page 22. 

Management’s Discussion and Analysis
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Results and Outlook
During 2009, our financial fundamentals remained strong, with current year net income of $470 million. Our OEB-approved 
revenue requirement for our Transmission Business for 2009 was $1,180 million. For our Distribution Business, rates were
approved on the basis of the OEB’s third generation incentive regulation mechanism (IRM). The approved rates support
our work programs necessary to sustain our critical infrastructure and invest in a sustainable electricity system that supports
renewable or cleaner generation. We maintained “A” category credit ratings and successfully issued $1,150 million in 
debt financing. A full discussion of our results of operations and financing activities can be found beginning on pages 11
and 15, respectively. 

Our estimated future capital expenditures have increased from those disclosed in the 2008 Annual Report primarily as a
result of additional investments in the electricity system required to accommodate the anticipated increase in renewable
energy generation associated with the Feed-in-Tariff (FIT) Program and investments in advanced technologies to increase
functionality and reliability of the electricity grid under the GEA. On September 21, 2009, the Minister of Energy and
Infrastructure asked our company to proceed with the planning, development and implementation of specific transmission
projects, to develop and implement smart grid infrastructure, and to proceed with upgrades to enable distributed system
connected generation. We agreed with this request and we are proceeding with an implementation plan. Our future capital
expenditures are more fully discussed beginning on page 17.

Overview
Transmission 
Substantially all of Ontario’s electricity transmission system
is owned and operated by our Company. Our transmission
system forms an integrated transmission grid that is
monitored, controlled and managed centrally from our
Ontario Grid Control Centre. Our system operates over
relatively long distances and links major sources of
generation to transmission stations and larger area load
centers. In 2009, we earned total transmission revenues of
$1,147 million primarily by transmitting approximately
139 TWh of electricity, directly or indirectly, to substantially
all consumers of electricity in Ontario. Our transmission
system is one of the largest in North America, and is linked
to five adjoining jurisdictions through 26 interconnections.
Through these interconnections, we can accommodate
imports of about 4,600 MW and exports of approximately
6,000 MW of electricity. In terms of assets, our Transmission
Business is our largest business segment, representing
approximately 58% of our total assets. 

Distribution 
Our distribution system is the largest in Ontario and spans
roughly 75% of the province. We serve approximately
1.3 million rural and urban customers, local distribution
companies (LDCs) connected to the distribution system,
and 44 large industrial customers. We also operate small,
regulated generation and distribution systems in a number
of remote communities across Northern Ontario that are
not connected to Ontario’s electricity grid. We earned
total distribution revenues in 2009 of $3,534 million. As
illustrated in the accompanying chart, about half 
of our distribution revenues are earned from our 
residential customers.
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Other 
Our other business segment contributed revenues of $63 million in 2009 and has assets of about $161 million, which
constitute 1% of our total assets. This segment primarily represents the operations of our wholly owned subsidiary, 
Hydro One Telecom Inc. (Hydro One Telecom), which markets fibre-optic capacity to telecommunications carriers and
commercial customers with broadband network requirements. Hydro One Telecom recently constructed a dedicated
optical network providing secure, high capacity connectivity across numerous health care locations in Ontario.

Our Strategy 
Our corporate strategy is based on our mandate, vision and values. Our mandate is to provide safe, reliable and cost-
effective transmission of electricity to Ontario electricity users. Our vision is to be the leading electricity delivery company
in North America. Our values include safety, stewardship, excellence and innovation. We are committed to providing
innovation and leadership in renewing Ontario’s power grid. To that end, we have identified eight strategic objectives:

Creating an injury-free workplace and maintaining public safety: We continue to focus on creating a passion for preventing
workplace injuries and ensuring public safety.

Satisfying our customers: In order to satisfy our customers, we focus on reliability and power quality, communicating effectively
with our customers, delivering on our commitments, partnering with the communities we serve, providing value for money
and building our reputation as a trusted steward of provincial transmission and distribution assets. 

Continuous innovation: We are committed to identifying and providing innovative solutions that improve the reliability and
efficiency of electricity delivery and allow our customers more capability to manage their power costs. 

Building and maintaining reliable, cost-effective power delivery systems: Our transmission strategy is to provide a robust and
reliable provincial grid that can accommodate the Province’s emerging generation profile and demand requirements. Our
distribution strategy entails providing greater visibility, increased control and improved customer service through advanced
grid technologies, while continuing to provide reliable service over a wide range of geography and climate.

Protecting and sustaining the environment: We play a central role in reducing Ontario’s carbon footprint, both through the
delivery of clean and renewable energy and through measures that allow our consumers to manage and reduce their
energy usage. We are also focusing on our work methods and equipment, including fleet management and the transition
of diesel generation in remote communities to biodiesel generation.

Skill development and knowledge retention: We are addressing our demographic challenges through a comprehensive program
of recruitment, training in core competencies, staff development and knowledge transfer.

Maintenance of a commercial culture that increases value for our shareholder: We are committed to operating on a financially
sustainable basis and to maintaining or increasing the value of our assets. 

Productivity improvement and cost-effectiveness: To achieve our vision as the leading electricity delivery company in North
America, we constantly strive to be the most productive through efficiency improvements and effective management of
costs. Our goal is to be top quartile in key unit cost metrics relative to our North American electricity industry peer group. 

We recognize the pivotal role innovation will play in building a smart electricity grid that supports a clean environment for
Ontario. We are committed to becoming the industry leader in putting innovative solutions to work for the well-being of
Ontario’s economy and its residents.

Management’s Discussion and Analysis
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Performance Measures and Targets 
We measure and target our performance by using a balanced scorecard approach. Key performance drivers are closely
monitored throughout the year to ensure that we achieve our strategic objectives. In 2009, we met or exceeded 8 of 13
stretch targets. Overall, we are moving towards our strategic goals. 

Creating an Injury-Free Workplace and Maintaining Public Safety
The potentially hazardous nature of our business requires a continuous focus on safety. Our people underpin everything we
do, and as a result, safety is paramount. Our efforts to achieve an injury-free workplace are measured by our lost-time injury
frequency. Overall, we met our challenging 2009 target of 0.3 lost-time injuries per 200,000 hours worked and achieved first
quartile performance based on industry benchmarks. We monitor this measure to identify possible situations that may
increase the risk of injury. These injuries range from strains to electrical contacts. We continuously emphasize the
improvement of safety performance and strive to achieve zero lost-time injuries by ensuring that all staff are appropriately
trained and equipped for the hazards that they may face. This involves continued coaching and mentoring, and building on
our learning and experience. At the end of 2009, we launched Journey to Zero, a new program aimed at identifying key
opportunities for improvement in our health and safety system. We continuously focus on maintaining public safety. In
2008, we began enhancing the security of our transmission stations in the Greater Toronto Area (GTA). 

Satisfying Our Customers
Customer satisfaction is also vital to our success. This is measured through aggregate results of independent surveys
conducted for each of our customer segments. Our Large Transmission Customer Satisfaction Survey results remained above
target with an overall satisfaction level of 91%, reflecting our strong commitment to customer service. In addition, our Large
Distribution Customer Satisfaction Survey results improved from 82% to 85% satisfied, as compared to 2008. We continue to
be conscious of the needs of our residential and small business customers. Survey results showed an overall satisfaction level
of 84%, which is slightly lower than target and last year’s level; however, it surpassed the results of 2007 and 2006. We
experienced lower results for generator customer satisfaction compared to 2008 for transmission connected and distribution
connected generators. Addressing the concerns identified will be an area of focus for 2010. While our overall survey results
for customer satisfaction fell short of our 2009 target, we continue to strive for customer service excellence. We continue to
make our customers a high priority, and implement targeted strategies designed to meet the unique needs of each
customer segment and address their concerns through a range of initiatives to improve customer satisfaction levels. 

Continuous Innovation
We are committed to identifying and providing innovative solutions that will improve the reliability and efficiency of
electricity delivery and allow our customers more capability to manage their power consumption. Among our continuous
innovation initiatives, the installation of smart meters is a priority. We have installed 1,217,000 meters to date, of which
747,000 meters are communicating at a level capable of reliable meter reading. This is one of the largest smart meter
deployments by a utility in North America. We fell short of our target of 800,000 meters enabled for meter reading due to
the development of new technologies better suited for our rural environment, which will reduce the number of required
repeaters and result in lower cost.

Building and Maintaining Reliable, Cost-Effective Power Delivery Systems
As stewards of the province’s electricity grid, we aim to retain and build trust in our operations. In 2009, we continued our
focus on this strategic priority by investing in the key assets of the electricity delivery system and by operating the existing
system for our customers in a safe, reliable and efficient fashion. In addition, our aim is to meet the growing demand for
renewable generation. The reliability of our transmission and distribution systems is measured by the duration of
unplanned customer interruptions throughout the year and our transmission system is further measured by the frequency
of unplanned customer interruptions. In 2009, our distribution system performed better than planned, exceeding our target
duration of 7.4 hours for customer interruptions with an actual duration of 7.0 hours. This performance is significantly
improved from 8.2 hours in 2008. 

Management’s Discussion and Analysis
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Due to a number of challenges experienced throughout the year, the reliability of our transmission system was impacted in
terms of both frequency and duration of interruptions. On August 20, 2009, tornados caused numerous momentary
outages in Southern Ontario which were reflected in our 2009 transmission year-end frequency of unplanned customer
interruptions; however, our results remained in the top quartile of performance based on the Canadian Electricity
Association results for comparable systems in Canada. The event also affected our year-end transmission duration of
unplanned customer interruptions which was 19.7 minutes; higher than the target of 12.4 minutes. This measure was further
impacted by an interruption in January as a result of a low-probability high-impact failure at one of our transmission
stations. Excluding these specific impacts, the duration measure came close to target. We are conscious that residential
customers and businesses of all sizes require reliable service and consequently, we will continue to strive toward improving
the reliability of both our transmission and distribution systems.

Protecting and Sustaining the Environment
As stewards of significant electricity assets, we have implemented a number of environmental initiatives aimed at instilling
environmental awareness and action within our corporate culture. In 2009, we measured two key metrics related to oil spills
and greenhouse gas reductions. We recovered approximately 97% of oil spills from oil-filled electrical equipment,
exceeding our target of 90%. We have taken steps to ensure that our oil spill occurrences and response performance
continue to improve. These include employee response training, the completion of environmental self-assessments, and
the enhancement of our spill-containment systems at our transmission and distribution stations. 

We take our responsibility to reduce our carbon footprint very seriously. In 2009, we removed approximately 525 metric
tonnes of greenhouse gases from the environment, significantly exceeding our target of 400 metric tonnes. This
achievement was due to a number of initiatives aimed at the efficiency of fleet utilization, including our Tire Smart Program
and the purchase of fuel-efficient and hybrid vehicles. The environmental management of our fleet of service vehicles
earned our company a gold rating from Canada’s Energy, Environment and Excellence group. Our continued commitment
to the people of Ontario has been recognized again this year by Corporate Knights, an independent company focused on
promoting and reinforcing sustainable development in Canada. We were named the top Corporate Citizen in Canada, an
improvement from our 6th place ranking in 2008. The ranking recognized us as having successfully managed our specific
environmental, social and governance performance and having implemented a comprehensive Conservation and Demand
Management (CDM) program.

Skill Development and Knowledge Retention
Given the retirement profile of our employees, we are entering a period of significant demographic change. This change is
taking place across the electricity sector and we have taken a leadership role to address the transition. We have embarked
on an aggressive workforce renewal program. In addition to our partnership with four community colleges, we
strengthened our association with various Canadian universities as part of a comprehensive strategy to meet our staffing
needs well into the future. Our goal to attract and retain future sector leaders involves demonstrating Hydro One as an
employer of choice. In addition, we aim to facilitate retention and mentoring by focusing on employee engagement. We
measure employee engagement across all lines of business using a confidential employee engagement survey. The grand
mean score in 2009 was 3.63 out of 5, an improvement from the 2008 score of 3.51, but slightly lower than the 2009 target
of 3.68. Detailed results of the 2009 survey will be used to actively address lower performing areas and effectively
implement targeted strategies designed to increase engagement levels.

Maintenance of a Commercial Culture That Increases Value for Our Shareholder
In 2009, we continued our commitment to maintain strong financial fundamentals. Our targets included net income and our
credit ratings, which were both achieved. A discussion of our financial results can be found on page 11 and our liquidity
and capital resources on page 14. Our financial performance and the business environment in which we operate are taken
into consideration in the setting of both our short-term and long-term credit ratings. During 2009, our long-term and short-
term debt credit ratings remained unchanged. Credit ratings are provided by DBRS Limited, Moody’s Investors Service Inc.
and Standard & Poor’s Rating Services Inc. (S&P). Maintaining credit ratings in the “A” category allows us to continue to
access the long-term debt markets. We have been able to successfully secure sufficient and cost-effective debt financing
even under extremely challenging market conditions. Our current credit ratings facilitate ongoing access to debt markets
at a reasonable cost to fund the infrastructure requirements of our system.

Management’s Discussion and Analysis
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Productivity Improvement and Cost-Effectiveness
In 2009, we remained focused on workplace productivity and its contribution as an enabler of our work programs. For our
Transmission Business, productivity is measured using the cost per asset value which is calculated as the capital and
maintenance program expenditures as a percentage of transmission assets. For our Distribution Business, the calculation is
normalized for line length due to the rural nature of our service territory. The targets for both measures were to achieve
top-quartile when benchmarked against comparable North American utilities. Transmission productivity for the year was
slightly better than target, and distribution productivity was essentially on target. 

Regulation
Our electricity Transmission and Distribution Businesses are licensed and regulated by the OEB. The OEB sets rates
following oral or written public hearings. Our transmission revenues primarily include our transmission tariff, which is based
on the uniform province-wide transmission rates approved by the OEB for all transmitters across Ontario. Our distribution
revenues primarily include our distribution tariff, which is also based on OEB-approved rates, and the recovery of the cost
of purchased power used by our customers. Consequently, our Distribution Business does not have commodity price risk.
Transmission and distribution tariff rates are set based on an approved revenue requirement that provides for cost recovery
and includes a return on deemed common equity. In addition, the OEB approves rate riders to allow for the recovery or
disposition of specific regulatory assets and liabilities over a specified timeframe. 

Under the current market structure, low-volume and designated consumers pay electricity rates established through the
Regulated Price Plan (RPP) and wholesale electricity consumers pay a blend of regulated, contract and wholesale spot
market prices. The OEB sets prices for RPP customers based on a two-tiered electricity pricing structure with seasonal
consumption thresholds. Unexpected shortfalls or overpayments associated with the RPP are temporarily financed by the
Ontario Power Authority (OPA). Prices are reviewed every six months and may change based on an updated OEB forecast
and any accumulated differences between the amount that customers paid for electricity and the amount paid to
generators in the previous period. Customers who are not eligible for the RPP and wholesale customers pay the market
price for electricity adjusted for the difference between market prices and prices paid to generators under the Electricity
Restructuring Act, 2004. The Independent Electricity System Operator (IESO) is responsible for overseeing and operating
the wholesale market as well as ensuring the reliability of the integrated power system. 

In addition to the oversight role of the OEB, and the market monitoring and coordination role of the IESO, the OPA was
created through the Electricity Restructuring Act, 2004 to ensure the long-term supply of electricity, facilitate load
management and conservation, and assist with the stability of rates for RPP customers, among others. As part of its
mandate, and consistent with the Province’s direction regarding supply mix, the OPA developed the Integrated Power
System Plan (IPSP), which was submitted for OEB review and approval in August 2007. On September 17, 2008, the
Province directed the OPA to review a portion of its proposed IPSP focusing on renewable energy and conservation as well
as to undertake an enhanced process of consultation with First Nations and Métis communities. As a result of this directive
and the enactment of the GEA, we are uncertain as to when the OPA will file a revised IPSP.

The GEA provides the framework for renewable energy projects and increased conservation. A number of regulations and
programs, needed to fully implement the legislation, were introduced in the latter part of 2009. 

An amendment to the deemed licence conditions of the Ontario Energy Board Act, 1998, as set out in the GEA, requires
that distributors provide priority connection access for qualified renewable energy generation facilities and prepare plans
for approval by the OEB that identify expansion or reinforcement of the distribution system required to accommodate the
connection of renewable energy generation facilities. 

Management’s Discussion and Analysis
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The OPA continues to procure new, cleaner and renewable generation in Ontario. On September 24, 2009, the OPA
announced the FIT Program in accordance with the directive issued by the Minister of Energy and Infrastructure to the
OPA. The program is designed to procure energy from a wide range of renewable energy sources, including wind, solar,
photovoltaic, bio-energy and waterpower up to 50 MW. As a result of the September 21, 2009 letter from the Minister of
Energy and Infrastructure, our company is working proactively with the appropriate organizations within our industry to
develop strategies and processes to address generation requirements and assess the impact on our network. 

In 2009, the OEB undertook a review of its codes, rules and guidelines in support of the GEA. On October 20, 2009, 
the OEB finalized amendments to the Transmission System Code (TSC), and adopted a “hybrid” approach to cost
responsibility between transmitters and generators for “enabler facilities.” Enabler facilities are lines or stations to connect
two or more renewable generation facilities to the transmission grid. The hybrid option would see the initial pooling of the
costs of enabler lines by the transmitter, with generators paying their pro-rata share, based on generator capacity, when
ready to connect. To be eligible for this cost treatment, enabler facilities must meet certain detailed requirements
established in the TSC. 

The amendments to the Distribution System Code (DSC), finalized on October 21, 2009, revised the OEB’s approach to
assigning cost responsibility between a distributor and a generator for the connection of renewable energy generation
facilities. The OEB defined three types of distribution assets associated with the connection of renewable energy
generation: connection assets, expansion assets, and renewable enabling improvements. For generators that are
connecting directly to a distributor’s system, connection asset costs will continue to be borne by generators, while
distributors will be required to fund all expansion costs identified in a plan, other generator-requested expansion costs 
up to a cap of $90,000/MW per project (the generator paying the rest), and all renewable enabling improvements. 

In 2009, the OPA continued to be responsible for coordinating the delivery and funding of CDM programs. This
coordination furthered initiatives undertaken by individual LDCs, including the Distribution Businesses of our subsidiaries
Hydro One Networks Inc. (Hydro One Networks) and Hydro One Brampton Networks Inc. (Hydro One Brampton), as a
result of OEB program requirements associated with the third phase Market Adjusted Rate of Return (MARR). Our CDM
programs funded through the OPA in 2009 amounted to approximately $16 million compared to $8 million in 2008. In 2008,
we completed our OEB program requirements associated with the third phase of MARR which amounted to approximately
$43 million. The Ontario Energy Board Act, 1998, as amended by the GEA, provides direction to the OEB to take steps as
specified to establish CDM targets to be met by LDCs and other licensees. The directive may require the OEB to specify, as
a condition of a licence, the conservation targets to be met by LDCs and other licensees. To date, no such directive has
been issued to the OEB and we have not been provided specific targets. 

The Energy Conservation Responsibility Act, 2006 furthers the broad objectives of CDM by providing the framework for the
installation of smart meters in all homes and small businesses in Ontario by December 31, 2010. These meters are
expected to be capable of measuring and reporting usage over predetermined periods, being read remotely, and, when
combined with communications systems, will be capable of providing customers with access to information about their
consumption. In 2007, the Province appointed the IESO as the interim smart meter entity that will oversee the collection
and management of data. LDCs, including our Distribution Businesses, are accountable for the deployment of smart meter
infrastructure and related technology for communications to meet minimum requirements as defined in regulations, as well
as the implementation of time-of-use rates that are presently voluntary. We are advancing solidly toward our goal of having
smart meters installed in every home and business by December 31, 2010. In 2009, we were also able to complete the
majority of interface testing, including rural application. In 2010, we will continue to focus on building an advanced
distribution solution that will leverage our smart meter investment required to connect and manage large volumes of
distributed generation on our distribution system (see Future Capital Expenditures).

Management’s Discussion and Analysis
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Transmission Rates
Hydro One Networks
The IESO facilitates payments to us based on the Ontario Uniform Transmission Rates (UTRs) approved by the OEB for all
transmitters across Ontario. 

On August 16, 2007, the OEB issued its decision in respect of our 2007 and 2008 transmission rate application. The
decision, which was effective January 1, 2007, showed confidence in our work programs by approving all of our operating
and capital expenditures for 2007 and 2008. However, the decision resulted in an estimated 8% annual reduction in
transmission rates primarily due to a reduction in the approved return on equity (ROE) from 9.88% to 8.35%, based on a
formula used by the OEB in the regulation of LDCs. Further, the OEB approved final amounts and disposition treatments
for certain regulatory accounts including the Revenue Difference Deferral Account (RDDA), Earnings Sharing Mechanism
(ESM), export and wheeling fees liabilities and the transmission market ready regulatory asset. The disposition of the RDDA
and ESM was factored into rates and refunded to customers over the 14-month period from November 1, 2007 to
December 31, 2008, while the export and wheeling fees liability and transmission market ready regulatory asset are
factored into rates over the four-year period ending December 31, 2010.

As part of a joint proceeding involving all transmitters in Ontario on October 17, 2007, the OEB approved UTRs for
implementation on November 1, 2007, through to December 31, 2008. The new rates reflected the approved changes to
our revenue requirement and charge determinants and were, on average, 12% lower than previously approved rates
primarily due to a reduction in the ROE. The new rates resulted in an approximate 1% decrease in the average customer’s
total electricity bill.

On May 30, 2008, we submitted an application to the OEB to adjust UTRs for our Transmission Business, effective January 1, 
2009. On August 28, 2008, the OEB approved our application reflecting the 2008 OEB-approved revenue requirement
given the full repayment to customers of the ESM and RDDA as at December 31, 2008. This resulted in an average increase
of approximately 9% in our revenue requirement allocation from UTRs and an approximate 1% increase on an average
customer’s total bill. 

To achieve the necessary funding in support of aging critical infrastructure and investments, we submitted a transmission
rate application for 2009 and 2010 rates in September 2008. The application sought OEB approval for revenue
requirements of approximately $1,233 million and $1,341 million based on a ROE of 8.53% and 9.35% for 2009 and 2010,
respectively. On May 28, 2009, the OEB issued its decision, effective July 1, 2009, which resulted in a reduced revenue
requirement of $1,180 million and $1,240 million in 2009 and 2010, respectively, primarily due to a lower approved ROE of
8.01% and 8.16%. The decision also required the establishment of new variance accounts to track the difference between
the forecasted and actual external revenues for export services, secondary land use and net maintenance services primarily
provided to generators. The OEB decision disallowed development capital expenditures of $180 million in 2010, but
agreed to reconsider the projects if additional evidence was provided. On September 4, 2009, we filed supplemental
evidence regarding two of the development capital projects amounting to approximately $160 million. On December 16,
2009, the OEB approved our supplemental submission increasing the approved 2010 revenue requirement to $1,257 million
on the basis of an updated 2010 ROE of 8.39%. These decisions resulted in an increase in transmission tariff rates of
approximately 2% and 9% for 2009 and 2010, respectively, representing a less than 1% increase on an average customer’s
total bill in each year. 

On December 11, 2009, the OEB issued its final report on the cost of capital review which was initiated to determine
whether current economic and financial market conditions warranted an adjustment to any of the cost of capital parameters
values used by the OEB to set utility ROE. In its report, the OEB decided to continue to use a formula-based equity risk
premium approach; however, the OEB determined that the current formula-based ROE needed to be reset and refined. 

As a result of the OEB’s cost of capital report, on January 5, 2010, we filed a motion with the OEB to review aspects of its
decision on our 2010 transmission rates. Specifically, we requested that the ROE and short-term debt rate used in
calculating the 2010 revenue requirement be increased to 9.75% and 1.93%, respectively, to reflect the application of the
approved rates under the new OEB-approved formula. The oral hearing is scheduled for March 26, 2010.

Management’s Discussion and Analysis
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We are currently preparing evidence to support a transmission rate application for 2011 and 2012. The application is
anticipated to be filed with the OEB in the first quarter of 2010. This application will continue to support aging critical
infrastructure and the supply mix objectives for generation, including off-coal initiatives and initiation of investments in
support of the GEA. This application will be filed using the new OEB-approved formula for ROE and is anticipated to take
into consideration the OEB staff report on the regulatory treatment of infrastructure investment in connection with rate-
regulated activities of Ontario distributors and transmitters, issued in January 2009. The report allows utilities to include
prudently incurred construction work in progress in rate base, among other things. 

Distribution Rates
As a distributor, we are responsible for delivering electricity and billing our customers for our approved distribution rates,
purchased power costs and other approved regulatory charges. Substantially all of our purchased power costs and other
approved regulatory charges are settled through the IESO who facilitates payments to other parties such as generators, the
Ontario Electricity Financial Corporation (OEFC) and the IESO itself. 

In 2006, the OEB initiated a process to establish an IRM for the years 2007 to 2010. The process included a formulaic
approach to establishing 2007 rates with a rate re-basing approach to be staggered across all Ontario distributors between
2008 and 2010. 

Hydro One Networks
In accordance with the OEB’s multi-year distribution rate-setting plan, our subsidiary Hydro One Networks, submitted the
revenue requirement portion of its 2008 cost of service application on August 15, 2007. The application sought the
approval of a revenue requirement of $1,067 million based on a ROE of 8.64%. We requested a distribution rate increase
amounting to a net average increase of less than 1% on the average customer’s total bill. The application included a plan
to reduce the number of customer rate classes and consolidate or harmonize the rates for its existing rate classes to the
new proposed rate classes. 

On December 18, 2008, the OEB issued a decision approving substantially all of our work program expenditures, effective
May 1, 2008, with an implementation date of February 1, 2009. The decision approved the establishment of the Revenue
Recovery Account (RRA or Rider 4) to record the revenue differential between existing distribution rates and new rates from
May 1, 2008. The RRA is being recovered over a 27-month period, commencing February 1, 2009, and ending April 30, 2011.
As part of the decision, the OEB also approved certain excess functionality expenditures for smart meters and the
continuance of the $0.93 cents per month per metered customer. In a past proceeding, the OEB approved our expenditures 
incurred related to minimum functionality for advanced metering infrastructure for recovery. As a result, the difference
between revenue recorded on this basis and actual recoveries received under existing rate adders are reflected as the
carrying value of the regulatory asset account. 

In late 2008, we filed an incentive regulation application for 2009 rates, which was updated in January 2009, to reflect the
impact of the 2008 distribution rate decision. The application was filed on the basis of the OEB’s third generation IRM
process which adjusts rates by considering inflation, productivity targets, significant events outside the control of
management and a capital adjustment mechanism to recover costs for new incremental capital coming in service beyond a
prescribed threshold. On May 13, 2009, the OEB released its decision approving the basic IRM increase and a change of
$1.65 per month per metered customer for smart meters. The revised rates were approved effective May 1, 2009, with an
implementation date of June 1, 2009, and resulted in an increase of less than 1.5% on an average customer’s total bill.

In 2009, we filed a cost of service application with the OEB for 2010 and 2011 distribution rates reflecting our plan to invest
in our network assets to meet objectives regarding public and employee safety; regulatory and legislative compliance;
maintenance of system security and reliability of system growth requirements; and investments required by the GEA. The
application seeks OEB approval of revenue requirements of approximately $1,150 million and $1,264 million based on a
ROE of 8.11% and 9.09% for 2010 and 2011, respectively. The resulting distribution tariff rate increase is approximately 10%
and 13% in 2010 and 2011, respectively, or approximately 3% and 4% on an average customer’s total bill. The oral hearing
began on December 7, 2009. 

Management’s Discussion and Analysis



- 10 -
Hydro One Annual Report 2009

As a result of the OEB’s cost of capital report issued in December 2009, we subsequently updated our revenue requirement. 
The revised revenue requirements of $1,196 million in 2010 and $1,295 million in 2011 reflect the application of the ROE of
9.75% under the cost of capital formula.

Our application included the Green Energy Plan for our Distribution Business, filed in response to the GEA which directed
the OEB to require transmitters and distributors to file plans that would lead to the expansion of their systems to facilitate
renewable energy. Our plan identifies the expansion and reinforcement of the distribution system required to accommodate 
the connection of renewable energy generation facilities and plans for the development and implementation of the smart
grid in relation to our distribution system. 

We filed an update to our pre-filed evidence on September 25, 2009, to reflect changes to the Ontario Energy Board Act,
1998, as amended by the GEA and stipulated in Ontario Regulation 330/09. The amendments provided a new mechanism
for rate protection whereby some or all of the OEB-approved costs incurred by a distributor to make an eligible investment
for the purpose of connecting or enabling the connection of renewable energy generation to its distribution system may 
be recovered from all provincial ratepayers rather than solely from ratepayers of the distributor making the investment. 
In the last quarter of 2009, the OEB initiated a proceeding to address the extent to which the cost of distribution system
investments made to enable the connection of renewable generation can be recovered from all of the province’s
ratepayers in accordance with Ontario Regulation 330/09. The OEB has expressed its preference to delay our oral hearing
until the OEB issues its final report. We anticipate the oral hearing to resume in the first quarter of 2010. 

Hydro One Brampton
On November 1, 2007, our subsidiary Hydro One Brampton filed an application for 2008 rates on the basis of the OEB’s
second generation IRM policy that incorporates an OEB-approved formula that considers inflation and efficiency targets.
On March 19, 2008, the OEB released its decision and revised rates, including an amount of $0.67 cents per month per
metered customer for smart meters, and were approved with an implementation date of May 1, 2008. The overall impact
on an average customer’s total bill was a reduction of approximately 3%. 

On November 7, 2008, an application was filed on the same basis for 2009 distribution rates. On March 13, 2009, the OEB
released its decision and approved the submission on the basis of its second generation IRM policy. The revised rates,
including an amount of $1.00 per month per metered customer for smart meters, were approved for implementation
effective May 1, 2009. Overall, the impact on an average customer’s total bill was marginal.

On November 6, 2009, an application for 2010 distribution rates was filed on the basis of the OEB’s second generation IRM
process, for which the overall impact on an average customer’s total bill would be marginal. Their distribution rates will be
put forth for a cost of service re-basing in 2011. 

Hydro One Remote Communities Inc.
On August 29, 2008, we filed a 2009 cost of service rate application proposing an increase of about $10 million over the
2006 approved revenue requirement as a result of increased fuel costs. On April 30, 2009, the OEB issued a decision
regarding this rate application approving all work program expenditures and the proposed rate increase of 4.4% effective
May 1, 2009, resulting in a 4.4% increase to an average residential customer’s total bill.

On November 4, 2009, we filed an application for 2010 rates under the OEB’s third generation IRM, seeking approval of an
increase of approximately 2% to basic rates for the distribution and generation of electricity effective May 1, 2010, which
would increase an average customer’s total bill by 2%. The increase reflects the standard inflationary adjustments
incorporated in the third generation IRM applications. 

Management’s Discussion and Analysis
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Results of Operations
Revenues
Year ended December 31 (Canadian dollars in millions) 2009 2008 $ Change % Change

Transmission 1,147 1,212 (65) (5)
Distribution 3,534 3,334 200 6
Other 63 51 12 24

4,744 4,597 147 3
Average annual Ontario 60-minute peak demand (MW)1 20,798 21,820 (1,022) (5)
Distribution – units distributed to customers (TWh)1 28.9 29.9 (1.0) (3)

1 System-related statistics include preliminary figures for December.

Transmission 
Transmission revenues predominantly consist of our transmission tariff, which is based on the monthly peak demand for
electricity across our high-voltage network. The tariff is designed to recover revenues necessary to support a transmission
system with sufficient capacity to accommodate the maximum expected demand. Demand is primarily influenced by
weather and economic conditions. Transmission revenues also include export revenue associated with transmitting excess
generation to surrounding markets and ancillary revenues, which are primarily attributable to maintenance services
primarily provided to generators and secondary use of our land rights-of-way. 

Our transmission revenues were lower by $65 million, or 5%, compared to 2008, mainly due to lower average monthly peak
demands experienced during the year. The average annual Ontario 60-minute peak demand and the overall related load
were 1,022 MW and 12,262 MW lower than last year, respectively, resulting in lower revenues of $36 million.

Export service revenue attributable to the transmission of electricity to other jurisdictions was lower by $14 million as a
result of lower volume and the impact of the May 28, 2009 OEB decision. This decision also resulted in lower ancillary
revenues of $9 million. The OEB decision requires export services and net ancillary revenues in excess of forecast levels to
be recorded as regulatory liabilities for disposition to ratepayers. 

Transmission revenues for the year were also affected by two other OEB-approved transmission tariff rate increases that
occurred during the year. These increases were offset by adjustments to our earned revenues reflecting the refund of the
amounts previously recorded as revenue reductions in prior years which resulted in a net decrease of $6 million during 
the year.

Distribution 
Distribution revenues include our distribution tariff and amounts to recover the cost of purchased power used by our
customers. Accordingly, distribution revenues are influenced by the amount of electricity we distribute, the cost of
purchased power and our distribution tariff rates. Distribution revenues also include a minor amount of ancillary distribution
services revenues, such as fees related to the use of our poles by the telecommunications and cable television industries,
and miscellaneous charges such as those for late payments.

Distribution revenues increased by $200 million, or 6%, compared to 2008 including an increase in the recovery of higher
purchased power costs of $145 million, as described below under Purchased Power.

After deliberation of our written and oral evidence, the OEB approved increases related to our smart meter program and
our distribution tariff for our subsidiary Hydro One Networks. The decisions were issued on December 18, 2008, in respect
of our cost of service application, and on May 13, 2009, in respect of our rate application under the IRM. As a result, our
distribution revenues increased by $64 million compared to last year. These tariff rate increases, which support the
maintenance and investment requirements of our distribution system that enable the safe and reliable delivery of electricity
to our customers throughout Ontario, were implemented on February 1, 2009, and June 1, 2009, respectively. 

Distribution revenue increases were partially offset by lower energy consumption, resulting primarily from the milder weather
and the economic downturn, which reduced our distribution revenues by $11 million compared to last year. In addition,
revenues associated with the recovery of a distribution-related regulatory account ceased effective March 31, 2008, resulting
in a reduction of $5 million for the year. 
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We also experienced higher other revenues of $7 million primarily due to the recognition of certain OEB-approved deferral
accounts and increased OPA incentive revenues from the implementation of OPA-funded CDM programs during the year.

Other
Higher revenues derived from a newly constructed dedicated optical network, which provides secure, high capacity
connectivity across numerous health care locations in Ontario, contributed to an increase in revenues in our Telecom
Business of $12 million, or 24%, compared to 2008.

Purchased Power 
Purchased power costs incurred by our Distribution Business represent the cost of electricity delivered to customers within
our distribution service territory and consist of the wholesale commodity cost of energy, the IESO wholesale market service
charges and transmission charges levied by the IESO. The commodity cost of energy for low-volume and other designated
customers are based on the OEB’s RPP, which consists of a two-tiered pricing structure with threshold amounts adjusted
twice annually. Customers that are not eligible for the RPP pay the market price for electricity, adjusted for the difference
between market prices and the prices paid to generators under the Electricity Restructuring Act, 2004. A summary of the
RPP impacting the reporting period is provided below.

Summary of RPP
Tier Threshold (kWh/month) Tier Rates (cents/kWh)

Effective Date Residential Non-Residential First Tier Second Tier

November 1, 2007 1,000 750 5.0 5.9
May 1, 2008 600 750 5.0 5.9
November 1, 2008 1,000 750 5.6 6.5
May 1, 2009 600 750 5.7 6.6
November 1, 2009 1,000 750 5.8 6.7

Purchased power costs increased in 2009 by $145 million, or 7%, to $2,326 million for the year compared to 2008. The
increase in our purchased power costs was primarily due to the impact of changes in the OEB’s RPP rate for residential
and other eligible customers of $122 million, the impact of higher charges levied by the IESO of $33 million which
includes increased wholesale market service charges, and an increase in purchased power costs for customers who are
not eligible for the RPP of $31 million. These increases were partially offset by a reduction of $41 million as a result of
lower demand for electricity.

Operation, Maintenance and Administration
Our operation, maintenance and administration costs consist of labour, material, equipment and purchased services which
support the operation and maintenance of the transmission and distribution systems. Also included in these costs are
property taxes and payments in lieu thereof on our transmission and distribution lines, stations and buildings.

Operation, maintenance and administration costs for each of our three business segments were as follows:

Year ended December 31 (Canadian dollars in millions) 2009 2008 $ Change % Change

Transmission 438 387 51 13
Distribution 564 531 33 6
Other 55 47 8 17

1,057 965 92 10
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Transmission 
Operation, maintenance and administration expenditures incurred to sustain our high-voltage transmission stations, lines
and rights-of-way increased by $51 million, or 13%, in 2009 compared to last year. Within our work programs, we continued
to invest in the safe and reliable operation of our transmission system that spans Ontario. Our work program expenditures
were higher by $28 million compared to the prior year. These increases were primarily attributable to expenditures on our
planned station maintenance programs to address aging infrastructure, particularly on transformers and other power
equipment and higher requirements for unplanned corrective maintenance. Our work program also included expanded
forestry programs to improve system reliability and increased engineering support. Our expenditures in support of the
transmission system have also increased by $23 million primarily reflecting the impact of lower expenditures in the prior
year related to a one-time settlement credit associated with the transfer of assets to the Inergi LP (Inergi) pension plan
following approval from the Financial Services Commission of Ontario (FSCO). Increased expenditures in support of the
transmission system are also due to higher information technology application support and enhancements substantially
offset by the reallocation of resources in support of our larger capital work program. 

Distribution 
Operation, maintenance and administration expenditures necessary to maintain our low-voltage distribution system
increased by $33 million, or 6%, compared to last year. Our work program expenditures increased by $18 million primarily
resulting from higher expenditures on our customer care programs, expanded forestry programs to improve system
reliability, unplanned line maintenance and corrective planned station maintenance. Our expenditures in support of our
Distribution Business were higher by $15 million primarily reflecting the impact of lower expenditures in the prior year
related to the one-time settlement credit associated with the transfer of assets to the Inergi pension plan. Increased
expenditures in support of the distribution system are also due to higher information technology application support and
enhancements partially offset by the reallocation of resources in support of our larger capital work program. 

Depreciation and Amortization
Depreciation and amortization expense decreased by $11 million, or 2%, to $537 million this year. This decrease was
attributable to reduced amortization primarily related to the full recovery of a regulatory asset in the prior year. The lower
amortization was partially offset by increased depreciation expense mainly attributable to new assets coming in service,
consistent with our ongoing capital work program. 

Financing Charges
Financing charges increased by $16 million, or 5%, to $308 million for 2009 compared to last year. The increase was primarily
due to higher net interest expense reflecting higher average levels of debt, lower investment income reflecting lower
average investments and lower average short-term interest rates and a $6 million interest credit in the prior year related to
the Inergi pension asset transfer settlement. The increase was partially offset by lower average long-term borrowing rates
and higher interest capitalization due to increased construction associated with our ongoing capital work program.

Provision for Payments in Lieu of Corporate Income Taxes
We make payments in lieu of corporate income taxes to the OEFC in accordance with the Electricity Act, 1998 and on the
same basis as if we were subject to federal and provincial corporate taxes. In providing for payments in lieu of corporate
income taxes, the liability method is used. The change in future taxes relating to the unregulated businesses and to the
regulated businesses, in respect of temporary differences that are not considered for the rate-making process, result in a
future tax provision that is charged to the income statement. The change in future taxes relating to temporary differences
of the regulated business that are considered for the rate-making process results in a regulatory asset.

The provision for payments in lieu of corporate income taxes decreased by $67 million, or 59%, to $46 million compared to
2008. The year-over-year decrease results from a reduction in the statutory rate from 33.5% to 33.0% combined with the
impact of increased temporary differences primarily relating to higher capital cost allowance being claimed on our
information system and smart meter investments in excess of depreciation. These impacts were partially offset by an
increase to the provision for future taxes.
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Net Income
Net income of $470 million was lower by $28 million, or 6%, compared to 2008 results. Net income was affected by higher
operation, maintenance and administration expenditures primarily related to planned work programs necessary to sustain
our transmission and distribution systems and the impact of a one-time settlement credit in the prior year associated with
the transfer of assets to the Inergi pension plan. Lower transmission revenues resulted from lower average monthly peak
demands and lower export service revenues. These impacts were partially offset by a higher OEB-approved distribution
tariff in support of necessary work programs that enable the safe and reliable delivery of electricity. In addition, payments 
in lieu of corporate income taxes were lower, reflecting higher capital cost allowance deductions. 

Quarterly Results of Operations
The following table sets forth unaudited quarterly information for each of the eight quarters from March 31, 2008 through
December 31, 2009. This information has been derived from our unaudited interim Consolidated Financial Statements
which, in the opinion of our management, have been prepared on a basis consistent with the audited annual Consolidated
Financial Statements and which include all adjustments, consisting only of normal recurring adjustments, necessary for fair
presentation of our financial position and results of operations for those periods. These operating results are not
necessarily indicative of results for any future period and should not be relied upon to predict our future performance.

(Canadian dollars in millions) 2009 2008
Quarter ended Dec. 31 Sep. 30 Jun. 30 Mar. 31 Dec. 312 Sep. 30 Jun. 30 Mar. 31

Total revenues1 1,207 1,144 1,090 1,303 1,194 1,126 1,055 1,222
Net income1 111 100 82 177 131 112 98 157
Net income to common shareholder1 106 96 77 173 126 108 93 153

1 The demand for electricity generally follows normal weather-related variations, and therefore our electricity-related revenues and profit, all other
things being equal, would tend to be higher in the first and third quarters than in the second and fourth quarters.

2 As a result of the OEB’s December 18, 2008 decision on Hydro One Networks’ distribution rate application that was effective May 1, 2008, revenues
in the fourth quarter of 2008 reflect a $25 million increase in respect of the period May 1, 2008 to December 31, 2008.

Liquidity and Capital Resources
Our primary sources of liquidity and capital resources are funds generated from operations, debt capital market borrowings
and bank financing. These resources will be used to satisfy our capital resource requirements, which continue to include
capital expenditures, servicing and repayment of our debt, payments related to our outsourcing arrangements, investing
activities and dividends.

Summary of Sources and Uses of Cash
Year ended December 31 (Canadian dollars in millions) 2009 2008

Operating activities 892 1,052
Financing activities
Long-term debt issued 1,150 1,050
Long-term debt retired (400) (540)
Short-term notes payable 55 –
Dividends paid (188) (259)

Investing activities
Capital expenditures (1,566) (1,284)

Other financing and investing activities 15 9
Net change in cash and cash equivalents (42) 28
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Operating Activities 
Net cash from operating activities decreased by $160 million compared to last year, to $892 million. This reduction primarily
resulted from higher accounts receivable balances reflecting increased commodity costs and collection cycles associated
with the economy, combined with changes in accounts payable related to power purchases. There is a lag in timing
between IESO invoices for power purchases and the collection of outstanding accounts receivable balances. In addition,
our cash from operating activities was impacted by the net change in our transmission and distribution regulatory accounts,
which included the 2008 repayment to our customers of amounts recorded in the transmission RDDA.

Financing Activities
Short-term liquidity is provided through funds from operations and our Commercial Paper Program, under which we are
authorized to issue up to $1,000 million in short-term notes with a term to maturity of less than 365 days. At December 31,
2009, we had $55 million of short-term notes outstanding. The Commercial Paper Program is supported by committed
revolving credit facilities with a syndicate of banks of $1,000 million as at December 31, 2009 maturing August 20, 2010. 
On February 2, 2010, the Company entered into an additional $500 million credit facility maturing in February 2013. On
February 3, 2010, the Company reduced the $1,000 million credit facility maturing on August 20, 2010, to $750 million. 
In addition, in January 2010, the Company purchased $250 million Province of Ontario Floating Rate Notes maturing on
November 19, 2014, as a form of alternate liquidity to supplement its bank credit facilities. The short-term liquidity under this
program and anticipated levels of funds from operations should be sufficient to fund our normal operating requirements. 

At December 31, 2009, we had $6,875 million in long-term debt outstanding, including the current portion. Our notes and
debentures mature between 2010 and 2046. Long-term financing is provided by our access to the debt markets, primarily
through our Medium-Term Note (MTN) Program. On July 27, 2009, we filed a base shelf prospectus to renew our MTN
Program for another 25 months. The maximum authorized principal amount of medium-term notes issuable under this
program until August 2011 is $3,000 million, of which $2,750 million was remaining and available as at December 31, 2009. 

Rating
Rating Agency Short-Term Debt Long-Term Debt

DBRS Limited R-1 (middle) A (high)
Moody’s Investors Service Inc. Prime-1 Aa3
S&P A-1 A+

We have the customary covenants normally associated with long-term debt. Among other things, our long-term debt
covenants limit our permissible debt as a percentage of our total capitalization, limit our ability to sell assets and impose a
negative pledge provision, subject to customary exceptions. The credit agreements related to our credit facilities have no
material adverse change clauses that could trigger default. However, the credit agreements require that we provide notice
to the lenders of any material adverse change within three business days of the occurrence. The agreements also provide
limitations that debt cannot exceed 75% of total capitalization and that debt issued by our subsidiaries cannot exceed 10%
of the total book value of our assets. We are in compliance with all of these covenants and limitations.

We issued $1,150 million in long-term debt under our MTN Program in 2009 including $250 million issued under adverse
economic conditions in the fourth quarter. We also repaid $400 million in maturing long-term debt. In comparison, during
2008, we issued $1,050 million in long-term debt under our MTN Program and we repaid $540 million in maturing long-
term debt. In 2009, the amount of short-term notes increased by $55 million compared to last year but was unchanged in
2008. We also issued $500 million during the first month of 2010, leaving $2,250 million remaining issuable under the MTN
Program as at February 11, 2010.

In 2009, we paid dividends to the Province in the amount of $188 million, consisting of $170 million in common dividends
and $18 million in preferred dividends. In the comparative period, we paid common dividends of $241 million and
preferred dividends of $18 million. In 2009, cash dividends per common share were $1,700 compared to $2,410 per
common share in 2008. Cash dividends per preferred share were $1.375 in each of 2009 and 2008. 
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Common dividends are declared at the sole discretion of our Board of Directors, and are recommended by management
based on results of operations, financial condition, cash requirements and other relevant factors such as industry practice,
shareholder expectations and maintenance of the deemed regulatory capital structure. Common dividends pertaining to
the quarterly financial results are generally declared and paid in the immediately following quarter.

The Company’s objectives with respect to its capital structure are to maintain effective access to capital on a long-term
basis at reasonable rates and to deliver appropriate financial returns. In order to ensure ongoing effective access to capital,
the Company targets to maintain an “A” category long-term credit rating. 

Investing Activities 
Cash used for investing activities, primarily representing capital expenditures to enhance and reinforce our transmission
and distribution infrastructure in the public interest, was as follows:

Year ended December 31 (Canadian dollars in millions) 2009 2008 $ Change % Change

Transmission 918 704 214 30
Distribution 643 570 73 13
Other 5 10 (5) (50)

1,566 1,284 282 22

Transmission 
Transmission capital expenditures increased by $214 million in 2009 to $918 million, compared to 2008. Expenditures to
expand and reinforce our transmission system were $520 million, representing an increase of $218 million over last year.
This increase is attributable to a number of significant inter-area network upgrade projects to support the supply mix
objectives for generation as well as local area supply projects to address growing loads. We also experienced an increase
in expenditures on our load projects, which was offset by a reduction in expenditures on our generation projects compared
to the prior year. During 2009, we connected approximately 1,285 MW of new generation to our transmission system,
compared to 1,940 MW in 2008.

Inter-area network upgrades with significant expenditures include the Bruce to Milton Transmission Reinforcement Project
to connect refurbished nuclear and new wind generation sources in the Huron-Grey-Bruce area; the South Western Ontario
Capacitor Banks Project, which provides interim protection to the Bruce Nuclear facility and which will expand transmission
capacity in South Western Ontario; the Cherrywood Transformer Station to Claireville Transformer Station Connection
Project, which will enable greater transfer capability across the GTA to accommodate power flows resulting from the new
Hydro Québec interconnection; and the Northeast Transmission Reinforcement Project, which will increase the North-South
Interface transfer capability to access available northern generation. The impact of these investments was partially offset by
the substantial completion in 2008 of an interconnection project with Québec that will increase access to emission-free
hydroelectric power by 1,250 MW.

Local area supply projects with significant expenditures include our GTA West Transmission Reinforcement Project and our
Woodstock Area Transmission Reinforcement Project, both of which will increase capacity to ensure supply reliability in
those areas, and our Hurontario Transformer Station to Jim Yarrow Municipal Transformer Station connection, which will
increase transmission capacity in the western Brampton area to allow for future load growth. The impact of these increases
was partially offset by our Essa Transformer Station to Stayner Transformer Station connection, which was placed in service
this year and has improved the adequacy and reliability of supply to the Southern Georgian Bay region in recognition of the
growing needs of our customers. The final completion of our Niagara Reinforcement Project continues to be delayed by
the aboriginal land dispute in the Caledonia area. Discussions related to the Niagara Reinforcement Project continue
between the aboriginal peoples involved and various government entities and we expect to complete this project when
site access becomes available.

Expenditures to sustain our existing transmission system were $281 million, representing an increase of $13 million
compared to 2008. This increase was primarily due to the refurbishment and replacement of end-of-life equipment
associated with various line and station projects and higher component replacement expenditures as a result of both
emergency restoration work and planned work programs associated with aging infrastructure. These increases were
substantially offset by lower expenditures relating to the completion of our Claireville Transformer Station Project which 
has improved reliability. 
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Our other transmission capital expenditures were $117 million in 2009, representing a reduction of $17 million from the
prior year. This decrease was mainly attributable to lower project support requirements, lower expenditures associated with
theft prevention programs and lower information technology project expenditures related to an entity-wide information
system replacement and improvement project to replace end-of-life systems and improve productivity, the second phase of
which was placed in service during the year. 

Distribution 
Distribution capital expenditures increased by $73 million to $643 million in 2009, compared to the prior year. Capital
expenditures to expand and reinforce our distribution network were $332 million, an increase of $63 million compared to
last year. These increases primarily reflect ongoing investments required to meet smart meter targets, consistent with
government policy. During the year, we installed approximately 433,000 smart meters, bringing our cumulative program
total to about 1,217,000 meters. We are also focused on the development and integration of the systems required for 
time-of-use billing, including meter reading capability and integration to the IESO meter data repository. This is one of the
largest smart meter deployments by a utility in North America and will start to see our customers convert to time-of-use
pricing in 2010.

Expenditures to sustain our distribution system were $242 million, an increase of $11 million from 2008. This increase was
primarily the result of increased planned line work programs including the replacement of end-of-life equipment, increased
investment to replace components within our distribution stations and increased engineering and construction work to
upgrade or replace wholesale meters. These increases were partially offset by lower unplanned line work resulting from
storm damage. Our other distribution capital expenditures were $69 million in 2009, which were relatively unchanged
compared to the prior year. We experienced lower information technology project expenditures related to an entity-wide
information system to replace end-of-life systems and improve productivity, the second phase of which was placed in
service during the year. These were offset by increased other support costs including facilities improvement work. 

Other 
Other capital expenditures declined largely as a result of the substantial completion in 2008 of a dedicated network necessary
to deliver on contracts providing secure, high capacity connectivity across numerous health care locations in Ontario. 

Future Capital Expenditures 
Our capital expenditures in 2010 are budgeted at
approximately $2.0 billion. The 2010 capital budgets for
our Transmission and Distribution Businesses are about
$1,150 million and $850 million, respectively. Capital
expenditures, as shown in the accompanying chart, are
expected to increase to approximately $2.1 billion in 2011
and approximately $2.2 billion in 2012. These expenditures
reflect the sustainment requirements of our aging
infrastructure budgeted at approximately $530 million in
2010, $620 million in 2011 and $670 million in 2012.
Development projects, including inter-area network
upgrades that reflect supply mix policies to phase out 
coal generation and local area supply requirements, are
budgeted at approximately $890 million in 2010,
$780 million in 2011 and $550 million in 2012. These
development investments also reflect the continued mass
deployment of smart meters within our Distribution
Businesses and the building of the required smart meter
infrastructure in support of conservation objectives. We will
leverage the smart meter investment to build a smart grid
which will enhance our operations and support distributed
generation. Other capital expenditures related to
operations amount to approximately $410 million in 2010,
$290 million in 2011 and $230 million in 2012. Our capital
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expenditures to support the requirements under the GEA are approximately $190 million in 2010, $450 million in 2011 and
$740 million in 2012. We are proceeding with our investments in support of the GEA to facilitate renewable generation
consistent with the FIT Program. 

Capital expenditures of our other business segment are budgeted at about $15 million in 2010, primarily reflecting the
continued build out of the fibre-optic network. 

Transmission
Transmission system capital expenditures are anticipated to be significant over the period 2010 to 2012, amounting to about
$3.7 billion, including program expenditures to manage the replacement and refurbishment of our aging transmission
infrastructure to ensure a continued reliable supply of energy to customers throughout the province. The investment plan
includes targeted component replacements of air blast circuit breakers, switchgear, autotransformers and wood pole
structures to maintain the performance of assets. Also, the reconstruction of transformer stations is planned for the Burlington
TS 115 kV Switchyard and Sir Adam Beck Switching Station to ensure future reliability. These sustaining investments are
necessary to ensure that we will continue to meet all regulatory, compliance, safety and environment objectives. 

Inter-area network projects, required to accommodate new generation related to supply mix policies, include our Bruce to
Milton Transmission Reinforcement Project to connect nuclear generation and new wind generation in the Huron-Grey-Bruce 
area. In December 2009, we received conditional environmental assessment approval for the project, which involves
constructing a new 500 kV line. In October 2009, Niagara Escarpment Commission (NEC) approval was obtained but 
this approval is presently under appeal. The appeal hearing is scheduled to be completed in February 2010. We are also
installing station equipment in Southwestern and Northeastern Ontario to increase transmission capacity. Another project
to increase transmission capability includes the installation of Static Var Compensators (SVCs) at existing stations in North
Eastern Ontario. This equipment will mitigate congestion and enhance the transfer capability between Northern Ontario
and Southern Ontario and the transmission system north of Sudbury, enabling new hydroelectric generation. 

Other projects included in the transmission investment plan include local area supply transmission reinforcements, such 
as Southern Georgian Bay, Woodstock and Midtown Toronto, for which we recently filed a leave-to-construct application
with the OEB. 

We continue to work with our load customers in order to meet their growth requirements. For projects required to provide
reliable delivery of electricity to communities, the participation and support of the affected LDCs as partners in joint-
planning studies and throughout the consultation and approval processes, continue to be essential. Examples of projects
under construction to meet the growing needs of our customers include a new transformer station to serve Mississauga
and expansions of transformer stations serving Brampton, Kingston, York Region and Mississauga. To address other future
needs for local load connections, we are in discussions with customers for major transmission expansions or new
transformer stations and, where necessary, line connections in locations such as Mississauga, Oshawa, Woodstock, Essex
County Chatham-Kent, Ancaster and Brampton. Targeted investments in customer delivery point performance, power
quality and our 115 kV and 230 kV systems are expected to lead to improved reliability.

Our investment plan is also composed of capital expenditures to support the GEA. On September 21, 2009, the Province
requested that we proceed with the planning and implementation of 20 major transmission projects across Ontario in
support of the GEA and in anticipation of the increase in renewable energy generation associated with the OPA’s FIT
Program. These investments include bulk transmission investments, enabling lines and various equipment to support the
two-directional flow of electricity. Our company is working proactively with the appropriate organizations within our
industry to implement these requirements. 
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The development of distributed generation to be connected to the distribution system will require upgrades at some
transformer stations, including the installation of SVCs. Where there is significant distributed generation interest, new
dedicated transformer stations may also be required. Also, several major transmission development projects are required,
with in-service dates between 2013 and 2020, to provide for new renewable generation. The construction of these projects is
scheduled to commence after 2011. In the last quarter of 2009, we initiated the planning for the Northwest Transmission
Expansion Project, as well as several other large projects, under Ontario’s Environmental Assessment Act. The project is
needed to incorporate new renewable generation, such as hydroelectric and wind, in the Lake Nipigon area and to provide
additional electricity supply capability to meet the needs of existing and future customers in the area north of Lake Nipigon. 

The actual timing and expenditures of many development projects are uncertain as they are dependent upon various
approvals including OEB leave-to-construct approvals and environmental assessment approvals; negotiations with
customers, neighbouring utilities and other stakeholders; and consultations with First Nations and Métis communities, as
well as the timing and level of generator contributions for enabling facilities under recent amendments to the TSC. We will
not undertake large capital expenditures without a reasonable expectation of recovering them in our rates.

Distribution
Capital expenditures for the period 2010 to 2012 are estimated to be approximately $2.7 billion, including capital
expenditures to support the sustainment of our capital infrastructure. Our core work will continue to focus on the
performance of our aging distribution asset base in order to improve system reliability. There is a continuation of
investments to replace end-of-life equipment and components with a focused increase on wood pole replacements and
submarine cables to address deteriorating assets. In addition, we will continue to address the demand for new load
connections, trouble calls, storm restoration and system capability reinforcement. 

In accordance with government policy, we anticipate having our Smart Meter Project substantially completed in 2010, with
some work effort continuing into subsequent years. The deployment of smart meters will further be leveraged to create a
smart grid that is capable of providing a communication infrastructure to enable new smart functions and applications
across our system that will support the connection of clean and renewable generation. The budget includes investments in
smart grid, commencing with standards and technology development for our time-of-use pilot. 

Capital expenditures to support the requirements under the GEA include the undertaking of increased generation
connection activity and performing upgrades to the distribution system, such as station upgrades for protection and
control and the installation of circuit breakers or new feeder positions to accommodate new generation. 

The actual timing and expenditures is uncertain as it is dependent upon various approvals, including OEB rate application
approvals, as well as the extent to which the cost of distribution system investments made to enable the connection of
renewable generation can be recovered from all of the province’s ratepayers. We will not undertake large capital
expenditures without a reasonable expectation of recovering them in our rates.
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Summary of Contractual Obligations and Other Commercial Commitments
The following table presents a summary of our debt and other major contractual obligations as well as other major
commercial commitments: 

December 31, 2009 (Canadian dollars in millions) Total 2010 2011/2012 2013/2014 After 2014

Contractual obligations (due by year):
Short-term note payable 55 55 – – –
Long-term debt – principal repayments 6,875 600 1,100 850 4,325
Long-term debt – interest payments 5,967 372 669 548 4,378
Inergi outsourcing agreement1 222 104 118 – –
Operating lease commitments 59 9 12 12 26
Environmental obligations2 389 24 68 79 218
Total contractual obligations6 13,567 1,164 1,967 1,489 8,947

Other commercial commitments (by year of expiry):
Bank line3 1,000 1,000 – – –
Letters of credit4 112 112 – – –
Guarantees4 326 326 – – –
Pension5 10 10 – – –
Total other commercial commitments 1,448 1,448 – – –

1 On March 1, 2002, Inergi began providing a range of services to us for a 10-year period, including information technology, customer care, supply
chain and certain human resources and finance services. The agreement expires on February 29, 2012. Given the complexities involved, we have
begun developing a plan of action for end-of-term.

2 The Company records a liability for the estimated future expenditures associated with the phase-out and destruction of PCB-contaminated
insulating oil from electrical equipment and for the assessment and remediation of contaminated lands. The expenditure pattern reflects our
planned work program for the period.

3 As a backstop to our Commercial Paper Program, we have a $1,000 million revolving standby credit facility with a syndicate of banks which matures
in August 2010. On February 2, 2010, the Company entered into an additional $500 million facility with a syndicate of banks which matures in
February 2013. On February 3, 2010, the Company reduced the $1,000 million facility to $750 million. 

4 We currently have bank letters of credit of $107 million outstanding relating to retirement compensation arrangements. The other $5 million included
in letters of credit pertains to operating letters of credit relating to an agreement to purchase goods and to surety bonds. We have also provided
prudential support to the IESO on behalf of our subsidiaries as required by the IESO’s Market Rules, using parental guarantees of up to a maximum of
$325 million and on behalf of two distributors using guarantees of up to a maximum of $660 thousand. Although no letters of credit are required for
prudential support, we would have to resume providing bank letters of credit if our credit rating deteriorated to below the “Aa” category.

5 Contributions to the pension fund are made one month in arrears. Contributions after 2009 will be based on an actuarial valuation effective
December 31, 2009, and will depend on future investment returns, changes in benefits or actuarial assumptions. Pension contributions beyond 2009
are not estimable at this time.

6 In addition, the Company has entered into various agreements to purchase goods or services in support of our work programs that are enforceable
and legally binding. None of these agreements are considered individually material, and the majority do not extend beyond December 31, 2010.

The amounts in the above table under Long-term debt – principal repayments are not charged to our results of operations,
but are reflected on our Balance Sheet and Statement of Cash Flows. Interest associated with this debt is recorded under
financing charges on our Statement of Operations or in our capital programs. Payments in respect of operating leases and
our outsourcing agreement with Inergi are recorded under operation, maintenance and administration costs on our
Statement of Operations or within our capital expenditures.

Related Party Transactions
Related party transactions primarily consist of our transmission revenues received from, and our power purchases payments
made to, the IESO, which is a related party by virtue of its status as an agency of our shareholder, the Province. The year-
over-year changes related to these amounts are described more fully in our discussion of our transmission revenues and
purchased power costs. Other significant related party transactions include our dividends which are paid to the Province
and our payments in lieu of corporate income taxes which are paid or payable to the OEFC. In January 2010, the Company
purchased $250 million Province of Ontario Floating Rate Notes maturing on November 19, 2014, as a form of alternate
liquidity to supplement its bank credit facilities. 
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Considerations of Current Economic Conditions
Effect of Load on Revenue
The load is expected to decline in 2010 due to the impact of CDM coupled with a below-average growth in the Ontario
economy. The economic growth, although moderate, is expected to partially induce load growth in all sectors of the
Ontario economy. Overall load growth due to economy alone is forecasted to be approximately 0.4%, with the commercial
sector only marginally outperforming residential and industrial sectors. The load impact of CDM and Embedded Generation
is expected to have a substantial negative impact on load growth of approximately 4%. On the whole, load is expected to
decline by about 3.7%. A reduction in load will negatively affect our revenues.

Effect of Interest Rates
Changes in interest rates will impact the calculation of our revenue requirements filed with the OEB. The first component
impacted by interest rates is the return on equity. The OEB-approved adjustment formula for calculating return on equity
will increase or decrease by 50% of the change between the current Long Canada Bond Forecast and the risk-free rate
established at 4.25% and 50% of the change in the spread in 30-year “A” rated Canadian utility bonds over the 30-year
benchmark Government of Canada bond yield established at 1.415%. We estimate that a 1% decrease in the forecast long-
term Government of Canada bond yield or the “A” rated Canadian utility spread used in the current OEB formula for
determining our rate of return on equity would reduce our Transmission Business’ results of operations by approximately
$15 million and our Distribution Business’ results of operations by approximately $10 million. The second component of
revenue requirement that would be impacted by interest rates is the return on debt. The difference between actual interest
rates on new debt issuances and those approved for return by the OEB would impact our results of operations. 

Input Costs and Commodity Pricing 
In support of our ongoing work program requirements, we are required to procure materials, supplies and services. To
manage our total costs, we regularly establish security of supply, strategic material and services contracts, blanket orders,
vendor alliances and manage a stock of commonly used items. Such arrangements are for a defined period of time and are
monitored. Where advantageous, we develop long-term contractual relationships with suppliers to optimize the cost of
goods and services and to ensure the availability and timely supply of critical items. As a result of our strategic sourcing
practices, we do not foresee any adverse impacts to our business from current economic conditions in respect of adequacy
and timing of supply and credit risk of our counter-parties. Further, we have been able to realize significant savings through
our strategic sourcing initiatives.

Debt Financing
Cash generated from operations, after the payment of expected dividends, will not be sufficient to fund capital
expenditures or meet debt maturity repayments and other liquidity requirements (see Risk Management and Risk Factors –
Risk Associated with Arranging Debt Financing). We rely on debt financing through our MTN Program and Commercial
Paper Program. Our Commercial Paper Program is supported by a syndicated bank line of credit of $1,000 million as at
December 31, 2009, and an additional credit facility of $500 million that was entered into on February 2, 2010. On February 3, 
2010, the $1,000 million credit facility was reduced to $750 million. We have continued to issue sufficient cost-effective debt
financing through the MTN Program and Commercial Paper Program in the Canadian debt markets to date despite the
adverse economic conditions present at the beginning of 2009 and have sufficient available liquidity.

Pension 
During 2009, the deferred pension asset reported on our balance sheet decreased by $17 million to $424 million. We
contributed $112 million into our pension plan in 2009 and incurred $129 million in net periodic pension benefit cost. On an
accounting basis, the 2008 unfunded benefit obligation of $171 million increased by $233 million to $404 million. The plan
experienced positive returns of about 17.2% in the year. However, the plan was also impacted by an increase in the accrued
benefit obligation primarily as a result of a decrease in the discount rate used for accounting purposes (see Critical
Accounting Estimates – Employee Future Benefits). 
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Risk Management and Risk Factors 
We have an enterprise risk management program that aims at balancing business risks and returns. An enterprise-wide
approach enables regulatory, strategic, operational and financial risks to be managed and aligned with our strategic
business objectives.

While our philosophy is that risk management is the responsibility of all employees, the Audit and Finance Committee
of our Board of Directors annually reviews our Company’s risk tolerances, our risk profile and the status of our internal
control framework. Our President and Chief Executive Officer has ultimate accountability for risk management. Our
Leadership Team, comprising of direct reports to the President and Chief Executive Officer, provides senior management
oversight of risk in our Company. Our Chief Risk Officer is responsible for the ongoing monitoring and reviewing of our
risk profile and practices, and our Senior Vice-President and Chief Financial Officer is responsible for ensuring that the risk
management program is an integral part of our business strategy, planning and objective setting. Each of our subsidiaries,
as well as key specialist functions and field services, are required to complete a formal risk assessment and to develop a
risk mitigation strategy.

The Audit and Finance Committee, the President and Chief Executive Officer, and the Senior Vice-President and Chief
Financial Officer are supported by our Chief Risk Officer. This support includes coordinating risk policies and programs,
establishing risk tolerances, preparing risk assessments and profiles and assisting line and functional managers in fulfilling
their responsibilities. Our internal audit staff is responsible for performing independent reviews of the effectiveness of risk
management policies, processes and systems.

Ownership by the Province 
The Province owns all of our outstanding shares. Accordingly, the Province has the power to determine the composition
of our Board of Directors and appoint the Chair, and influence our major business and corporate decisions. We and the
Province have entered into a memorandum of agreement relating to certain aspects of the governance of our company.
Pursuant to such agreement, in September 2008 the Province made a declaration removing certain powers from our
company’s directors pertaining to the off-shoring of jobs under the outsourcing arrangement with Inergi. In 2009, the
Province required Hydro One, amongst other agencies, to adhere to certain accountability measures regarding consulting
contracts and employee travel, meal and hospitality expenses. The Province may require us to adhere to further
accountability measures or may make similar declarations in the future, some of which may have a material adverse effect
on our business. Hydro One’s credit ratings may change with the credit ratings of the Province, to the extent the credit
rating agencies link the two ratings by virtue of Hydro One’s ownership by the Province.

Conflicts of interest may arise between us and the Province as a result of the obligation of the Province to act in the best
interests of the residents of Ontario in a broad range of matters, including the regulation of Ontario’s electricity industry
and environmental matters, any future sale or other transaction by the Province with respect to its ownership interest in
our company, the Province’s ownership of Ontario Power Generation Inc. (OPG), and the determination of the amount of
dividend or proxy tax payments. We may not be able to resolve any potential conflict with the Province on terms
satisfactory to us which could have a material adverse effect on our business. 

Regulatory Risk 
We are subject to regulatory risks, including the approval by the OEB of rates for our Transmission and Distribution
Businesses that permit a reasonable opportunity to recover the estimated costs of providing service on a timely basis and
earn the approved rates of return. 

The OEB approves our transmission and distribution rates based on projected electricity load and consumption levels. If
actual load or consumption falls below projected levels, our rate of return for either, or both, of these businesses could be
materially adversely affected. Also, our current revenue requirements for these businesses are based on cost assumptions
that may not materialize. There is no assurance that the OEB would allow rate increases sufficient to offset unfavourable
financial impacts from unanticipated changes in electricity demand or in our costs.
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Our load could also be negatively affected by successful CDM programs. Current requirements for CDM call for a 5%
reduction in Ontario’s projected peak electricity demand by 2010. These expectations are factored into our revenue
requirements for OEB approval, to ensure that the targeted CDM accomplishments do not result in deteriorated revenues.
There is a risk that our revenues would be reduced if these targets are exceeded. The OEB has recognized the need to
compensate utilities for such lost revenue, but the approach, level and timing of any such compensation mechanism is yet
to be determined. We are also subject to risk of revenue loss from other factors. 

In response to the GEA, we expect to make a significant investment in the coming years in large-scale transmission and
distribution infrastructure projects, and to connect new renewable generating stations. There is the possibility that we
could incur unexpected capital expenditures to maintain or improve our assets particularly given that new technology is
required to support renewable generation and unforeseen technical issues may be identified through implementation of
projects. The distribution systems have generally been built to accommodate one directional flow of electricity from the
transmission system to customers’ meters. Distributed generation connected to the distribution system requires the
accommodation of two directional flows. The risk exists that the OEB may not allow full recovery of such investments. To
the extent possible, we aim to mitigate this risk by ensuring prudent expenditures, seeking from the regulator clear policy
direction on cost responsibility, and pre-approval of the need for capital expenditures. In addition, it is possible that we
may not obtain all necessary regulatory approvals for these projects or if approvals are obtained, they may be subsequently
challenged, appealed or overturned. This could impact our ability to recover costs already incurred in the planning and
development of such projects.

While we expect all of our expenditures to be fully recoverable after OEB review, any future regulatory decision to disallow
or limit the recovery of such costs would lead to potential asset impairment and charges to our results of operations, which
could have a material adverse effect on our company. 

Risk Associated with Arranging Debt Financing
We expect to borrow to repay our existing indebtedness and fund a portion of capital expenditures. We have substantial
amounts of existing debt which mature between 2010 and 2013, including $600 million maturing in 2010 and $500 million
maturing in 2011. We plan to incur capital expenditures of approximately $2.0 billion in 2010 and capital expenditures are
expected to increase to approximately $2.1 billion in 2011. Cash generated from operations, after the payment of expected
dividends, will not be sufficient to fund the repayment of our existing indebtedness and capital expenditures. Our ability to
arrange sufficient and cost-effective debt financing could be materially adversely affected by numerous factors, including
the regulatory environment in Ontario, our results of operations and financial position, market conditions, the ratings
assigned to our debt securities by credit rating agencies and general economic conditions. Any failure or inability on our
part to borrow substantial amounts of debt on satisfactory terms could impair our ability to repay maturing debt, fund
capital expenditures and meet other obligations and requirements and, as a result, could have a material adverse effect on
our company.

Risk Associated with Transmission Projects
The amount of power which may flow through transmission networks is constrained due to the physical characteristics of
transmission lines and operating limitations. Within Ontario, new and expected generation facility connections, including
those renewable energy generation facilities connecting as a result of the FIT program stemming from the GEA, and load
growth have increased such that parts of our transmission and distribution systems are operating at or near capacity. These
constraints or bottlenecks limit the ability of our networks to reliably transmit power from new and existing generation
sources (including, expanded interconnections with neighbouring utilities) to load centres or meet customers’ increasing
loads. As a result, investments have been initiated to increase transmission capacity and enable the reliable delivery of
power from existing and future generation sources to Ontario consumers.

In many cases, these investments are contingent upon one or more of the following approvals and/or processes: 
(a) environmental approval(s) and (b) receipt of OEB approvals which can include expropriation and (c) appropriate
consultation processes, and where appropriate, accommodation with First Nations and Métis who may be potentially
affected by a project. Obtaining these approvals and carrying out these processes may also be impacted by public
opposition to the proposed site of transmission investments, thus there is a risk that necessary approvals may not be
obtained in a timely fashion or at all. This will adversely affect transmission reliability and/or our service quality, both of
which could have a materially adverse effect on our company. 
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Asset Condition 
We continually monitor the condition of our assets and maintain, refurbish or replace them to maintain equipment
performance and provide reliable service quality. Our capital and maintenance programs have been increasing to maintain
the performance of our aging asset base. Execution of these plans is partially dependent on external factors, including that
opportunities to remove equipment from service to accommodate construction and maintenance are becoming
increasingly limited due to customer and generator priorities. Lead times for material and equipment have also increased
substantially due to increased demand and limited vendor capability. 

Adjustments to accommodate these external dependencies have been made in our planning. However, if we are unable to
carry out these plans, in a timely and optimal manner, equipment performance will degrade which may compromise the
reliability of the provincial grid, our ability to deliver sufficient electricity and/or customer supply security and increase the
costs of operating and maintaining these assets. This could have a material adverse effect on our company. 

Work Force Demographic Risk
By the end of 2009, more than 17% of our employees were eligible for retirement and by 2011 there may be more than 25%
eligible to retire. Accordingly, our success will be tied to our ability to attract and retain sufficient qualified staff to replace
those retiring. This will be challenging as we expect the skilled labour market for our industry to be highly competitive in
the future. In addition, many of our employees possess experience and skills that will also be highly sought after by other
organizations both inside and outside the electricity sector. We have already lost a considerable number of management
staff, both those in executive positions and those who are logical successors for executive positions, to opportunities in
other electricity sector positions across Canada (and, in particular, in Ontario) as well as senior positions outside of the
sector. Moreover, we must also continue to advance our training and apprenticeship programs and succession plans to
ensure that our future operational staffing needs will be met. If we are unable to attract and retain qualified personnel, it
could have a material adverse effect on our business.

Environmental Risk 
Our health, safety and environmental management system is designed to ensure hazards and risks are identified and
assessed, and controls are implemented to mitigate significant risks. We cannot guarantee, however, that all such risks will
be identified and mitigated without significant cost and expense to our company. The following are some of the areas that
may have a significant impact on our operations.

We are subject to extensive Canadian federal, provincial and municipal environmental regulation. Failure to comply could
subject us to fines and other penalties. In addition, the presence or release of hazardous or other substances, could lead to
claims by third parties and/or governmental orders requiring us to take specific actions such as investigating, controlling
and remediating the effects of these substances. We are currently undertaking a voluntary land assessment and
remediation (LAR) program covering most of our stations and service centres. It involves the systematic identification of any
contamination at or from these facilities, and, where necessary, the development of remediation plans for our company and
adjacent private properties. Any contamination of our properties could limit our ability to sell these assets in the future.

There is also risk associated with obtaining governmental approvals, permits, or renewals of existing approvals and permits
related to constructing or operating facilities. This may require environmental assessment or result in the imposition of
conditions, or both, which could mean delays and cost increases. 

We record a liability for our best estimate of the present value of the future expenditures required to comply with
Environment Canada’s polychlorinated biphenyl (PCB) regulations and for the present value of the future expenditures to
complete our LAR program. The future expenditures required to discharge our PCB obligation are expected to be incurred
over the period ending 2025 while our LAR expenditures are expected to be incurred over the period ending 2020. Actual
future environmental expenditures may vary materially from the estimates used in the calculation of the environmental
liabilities on our Balance Sheet. We do not have insurance coverage for these environmental expenditures. 

As a result of regulatory changes, we expect to incur future expenditures to identify, remove and dispose of asbestos-
containing materials installed in some of our facilities. We plan on undertaking additional studies, using the assistance of
external experts as required, to estimate the incremental expenditures associated with removing such materials prior to
facility demolition. This information will allow us to reasonably estimate and record any obligation we may have to incur
such expenditures. We also anticipate that such future expenditures will be recoverable in future electricity rates.
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Scientists and public health experts have been studying the possibility that exposure to electric and magnetic fields
emanating from power lines and other electric sources may cause health problems. If it were to be concluded that electric
and magnetic fields present a health risk, or governments decide to implement exposure limits, we could face litigation, be
required to take costly mitigation measures such as relocating some of our facilities, or experience difficulties in locating
and building new facilities. Any of these could have a material adverse effect on our company.

Risk of Natural and Other Unexpected Occurrences 
Our facilities are exposed to the effects of severe weather conditions, natural disasters, man-made events including cyber
and physical terrorist type attacks and, potentially, catastrophic events, such as a major accident or incident at a facility
of a third party (such as a generating plant) to which our transmission or distribution assets are connected. Although
constructed, operated and maintained to industry standards, our facilities may not withstand occurrences of this type in all
circumstances. We do not have insurance for damage to our transmission and distribution wires, poles and towers located
outside our transmission and distribution stations resulting from these events. Losses from lost revenues and repair costs
could be substantial, especially for many of our facilities that are located in remote areas. We could also be subject to claims
for damages caused by our failure to transmit or distribute electricity. Our risk is partly mitigated because our transmission
system is designed and operated to withstand the loss of any major element and possess inherent redundancy that provides
alternate means to deliver large amounts of power. In the event of a large uninsured loss, we would apply to the OEB for
recovery of such loss; however, there can be no assurance that the OEB would approve any such applications, in whole or in
part, which could have a material adverse effect on our net income. 

Risk Associated with Information Technology Infrastructure 
Our ability to operate effectively in the Ontario electricity market is in part dependent upon us developing, maintaining
and managing complex information technology systems which are employed to operate our transmission and distribution
facilities, financial and billing systems, and business systems. Our increasing reliance on information systems and
expanding data networks increases our exposure to information security threats. We continue to transition most of our
financial and business processes to an integrated business and financial reporting system. The conversion of these systems
and processes may expose us to risk, including risks associated with our ability to capture data and to produce timely and
accurate information for downstream processing and to maintain internal controls. System failures or security breaches
could have a material adverse effect on our company.

Pension Plan Risk 
We have a defined benefit registered pension plan for the majority of our employees. Contributions to the pension plan are
established by actuarial valuations which are filed with the FSCO on a triennial basis. The most recently filed valuation was
prepared as at December 31, 2006, and was filed in September 2007. The next valuation is required to be prepared as at
December 31, 2009, and will be filed in September 2010. Contributions beyond 2009 will be based on an actuarial valuation
effective December 31, 2009, and will depend on investment returns, changes in benefits or actuarial assumptions. Economic
uncertainty and financial market volatility contributed to negative returns in 2008 of approximately 22.5%. In 2009, the pension
plan has experienced positive overall investment returns of approximately 17.2%. The deficit position at the end of 2009 is not
expected to result in any significant change in our contribution requirements beyond 2009. A determination by the OEB that
some of our pension expenditures are not recoverable from customers would have a material adverse effect on our company. 

Market and Credit Risk 
Market risk refers primarily to the risk of loss that results from changes in commodity prices, foreign exchange rates and
interest rates. We do not have commodity risk. We do have foreign exchange risk as we enter into agreements to purchase
materials and equipment associated with our capital programs and projects that are settled in foreign currencies. This
foreign exchange risk is not material. We could in the future decide to issue foreign currency denominated debt which
we would anticipate hedging back to Canadian dollars, consistent with our company’s risk management policy. We are
exposed to fluctuations in interest rates as our regulated rate of return is derived using a formulaic approach, which is
in part based on the forecast for long-term Government of Canada bond yields. We estimate that a 1% decrease in
the forecast long-term Government of Canada bond yield used in determining our rate of return would reduce our
Transmission Businesses’ net income by approximately $15 million and our Distribution Businesses’ net income by
approximately $10 million. Our net income is adversely impacted by rising interest rates as our maturing long-term debt is
refinanced at market rates. We periodically utilize interest rate swap agreements to mitigate elements of interest rate risk.

Management’s Discussion and Analysis



- 26 -
Hydro One Annual Report 2009

Financial assets create a risk that a counter-party will fail to discharge an obligation, causing a financial loss. Derivative
financial instruments result in exposure to credit risk, since there is a risk of counter-party default. We monitor and minimize
credit risk through various techniques, including dealing with highly-rated counter-parties, limiting total exposure levels
with individual counter-parties, and by entering into master agreements which enable net settlement and by monitoring
the financial condition of counter-parties. We do not trade in any energy derivatives. We do, however, have interest rate
swap contracts outstanding from time to time. Currently, there are no significant concentrations of credit risk with respect
to any class of financial assets. We are required to procure electricity on behalf of competitive retailers and embedded
LDCs for resale to their customers. The resulting concentrations of credit risk are mitigated through the use of various
security arrangements, including letters of credit, which are incorporated into our service agreements with these retailers in
accordance with the OEB’s Retail Settlements Code. The failure to properly manage these risks could have a material
adverse effect on our company.

Labour Relations Risk 
The substantial majority of our employees are represented by either the Power Workers Union (PWU) or the Society of
Energy Professionals. Over the past several years, significant effort has been expended to increase our flexibility to conduct
operations in a more cost efficient manner. Although we believe that we have achieved improved flexibility in our collective
agreements, including a reduction in pension benefits similar to a previous reduction affecting management staff, we may
not be able to achieve further improvement. The existing collective agreement with the PWU will expire on March 31, 2011,
and the existing Society of Energy Professionals collective agreement will expire on March 31, 2013. We face financial risks
related to our ability to negotiate collective agreements consistent with our rate orders. In addition, in the event of a labour
dispute, we could face some degree of operational risk related to continued compliance with our licence requirements of
providing service to customers. Any of these could have a material adverse effect on our company.

Risk from Transfer of Assets Located on Indian Lands 
The transfer orders by which we acquired certain of Ontario Hydro’s businesses as of April 1, 1999, did not transfer title to
some assets located on lands held for bands or bodies of Indians under the Indian Act (Canada). Currently, OEFC holds
these assets. Under the terms of the transfer orders, we are required to manage these assets until we have obtained all
consents necessary to complete the transfer of title of these assets to us. We cannot predict the aggregate amount that we
may have to pay, either on an annual or one-time basis, to obtain the required consents. However, we anticipate having to
pay more than the $822 thousand that we paid to these Indian bands and bodies in 2009. If we cannot obtain consents
from the Indian bands and bodies, OEFC will continue to hold these assets for an indefinite period of time. If we cannot
reach a satisfactory settlement, we may have to relocate these assets from the Indian lands to other locations at a cost that
could be substantial or, in a limited number of cases, to abandon a line and replace it with diesel generation facilities. The
costs relating to these assets could have a material adverse effect on our net income if we are not able to recover them in
future rate orders. 

Risk Associated with Outsourcing Arrangement 
Consistent with our strategy of reducing operating costs, we entered into an outsourcing services agreement in 2002 with
Inergi. If the agreement with Inergi is terminated for any reason, we could be required to incur significant expenses to 
re-establish all or some of the functions involved, which could have a material adverse effect on our business, operating
results, financial condition or prospects. The agreement expires on February 29, 2012. Given the complexities involved, we
have begun developing a plan of action for end-of-term.

Risk from Provincial Ownership of Transmission Corridors 
Pursuant to the Reliable Energy and Consumer Protection Act, 2002, the Province acquired ownership of our transmission
corridor lands underlying our transmission system. Although we have the statutory right to use the transmission corridors,
we may be limited in our ability to expand our systems. Also, other uses of the transmission corridors by third parties in
conjunction with the operation of our systems may increase safety or environmental risks.
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Changes in Accounting Policies
Corporate Income Taxes
Effective January 1, 2009, we adopted amendments to the Canadian Institute of Chartered Accountants (CICA) Handbook
Section 3465, Income Taxes and CICA Handbook Section 1100, Generally Accepted Accounting Principles. These
amended sections establish new standards for the recognition, measurement, presentation and disclosure of future income
tax assets and liabilities of rate-regulated enterprises. 

For transactions and events that cause temporary differences between the tax basis of assets and liabilities and their carrying 
amounts for accounting purposes, we recognized future income tax assets and liabilities, and corresponding regulatory
liabilities and assets, as a result of adopting these amended standards on January 1, 2009. 

Adjustments to retained earnings were recorded for the cumulative earnings impact of future income tax assets and
liabilities as at December 31, 2008, that are excluded from the rate-setting process.

Intangible Assets
Effective January 1, 2009, we adopted CICA Handbook Section 3064, Goodwill and Intangible Assets, which replaced 
CICA Handbook Section 3062, Goodwill and Other Intangible Assets, and CICA Handbook Section 3450, Research and
Development Costs. The new section establishes standards for the recognition, measurement, presentation and disclosure
of goodwill and other intangible assets.

As a result of adopting this new accounting standard, we reclassified computer applications software previously classified
as fixed assets and reclassified other assets previously classified as long-term other assets to intangible assets.

Critical Accounting Estimates
The preparation of our financial statements requires us to make estimates and judgements that affect the reported amounts
of assets, liabilities, revenues and costs, and related disclosures of contingencies. We base our estimates and judgements
on historical experience, current conditions and various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgements about the carrying values of assets and liabilities as
well as identifying and assessing our accounting treatment with respect to commitments and contingencies. Actual results
may differ from these estimates and judgements under different assumptions or conditions.

We believe the following critical accounting estimates involve the more significant estimates and judgements used in the
preparation of our financial statements:

Regulatory Assets and Liabilities
Regulatory assets as at December 31, 2009, amounted to $1,105 million and principally relate to future income tax,
environmental costs and the rural rate protection variance account. We have also recorded regulatory liabilities amounting
to $604 million as at December 31, 2009. These amounts pertain primarily to deferred pension, the regulatory liability
refund account, future income tax, retail settlement variance accounts, and a regulatory asset recovery account (RARA I),
which is currently in a liability position. These assets and liabilities can be recognized for rate-setting and financial reporting
purposes only if the OEB directs the relevant regulatory treatment or if future OEB direction is judged to be probable. If
management judges that it is no longer probable that the OEB will include a regulatory asset or liability in the setting of
future rates, the relevant regulatory asset or liability would be charged or credited to results of operations in the period in
which that judgement is made.
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Environmental Liabilities 
We record liabilities and related regulatory assets based on the present value of the estimated future expenditures to be
made to satisfy obligations related to legacy environmental contamination inherited upon our de-merger from Ontario
Hydro in 1999. These liabilities fall into two main categories: the management of assets contaminated with PCB-laden
mineral oils and the assessment and remediation of contaminated lands. In determining the amounts to be recorded as
environmental liabilities, we estimate the current cost of completing mitigation work and make assumptions for when the
future expenditures will actually be incurred, in order to generate future cash flow information. A long-term inflation
assumption of 2% has been used to express our current cost estimates as estimated future expenditures. Future estimated
LAR expenditures are expected to be incurred over the period ending 2020 and are discounted using factors ranging from
3.75% to 6.25%, depending on the appropriate rate for the period when an increase in obligation was first recorded.
Consistent with the requirements of Environment Canada’s PCB regulations issued on September 17, 2008, estimated future
PCB expenditures are expected to be incurred over the period ending 2025 and are discounted using factors ranging from
5.14% to 6.25%, depending on the appropriate rate for the period when an increase in obligation was first recorded. 

Recording a liability now for such long-term future expenditures requires that many other assumptions be made, such as
the number of contaminated properties and the extent of contamination; the number of assets to be inspected, tested
and mitigated; oil volumes; and contamination levels of equipment with PCBs. All factors used in deriving our environmental
liabilities represent management’s best estimates based on our planned approach of meeting current legislative and
regulatory requirements. These include Environment Canada’s regulations governing the management, storage and disposal
of PCBs. However, it is reasonably possible that numbers or volumes of contaminated assets, current cost estimates, inflation
estimates and the actual pattern of annual future cash flows may differ significantly from our assumptions. Estimated
environmental liabilities are reviewed annually or more frequently if significant changes in regulation or other relevant facts
occur. Estimate changes are accounted for prospectively.

Employee Future Benefits 
We provide future benefits to our current and retired employees, including pension, group life insurance, health care and
long-term disability.

In accordance with our rate orders, we record pension costs when employer contributions are paid to the pension fund
(Fund) in accordance with the Pension Benefits Act (Ontario). Our annual pension contributions were approximately
$112 million in 2009, based on an actuarial valuation effective December 31, 2006. Contributions after 2009 will be based on
an actuarial valuation effective December 31, 2009, and will depend on investment returns, changes in benefits or actuarial
assumptions. Pension costs are also disclosed in the notes to the financial statements on an accrual basis. We record
employee future benefit costs other than pension on an accrual basis. The accrual costs are determined by independent
actuaries using the projected benefit method prorated on service and based on assumptions that reflect management’s best
estimates. The assumptions were determined by management recognizing the recommendations of our actuaries.

The assumed return on pension plan assets of 7.25% per annum is based on expectations of long-term rates of return at the
beginning of the fiscal year and reflects a pension asset mix consistent with the Fund’s investment policy. During the year the
Fund’s target asset mix remained at 62% exposure to equities, 33% to fixed income and 5% in alternative assets consisting of
hedge funds and private equity. Returns on the respective portfolios are determined with reference to published Canadian
and U.S. stock indices and long-term bond and treasury bill indices. The assumed rate of return on pension plan assets
reflects our long-term expectations. We believe that this assumption is reasonable because, with the fund’s balanced
investment approach, the higher volatility of equity investment returns is intended to be offset by the greater stability of
fixed income and short-term investment returns. The net result, on a long-term basis, is a somewhat lower return than might
be expected by investing in equities alone. In the short term, the plan can experience aberrations in actual return. In 2009,
the return on pension plan assets was higher than this long-term assumption, but was lower in 2008.
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The discount rate used to calculate the accrued benefit obligations is determined each year end by referring to the most
recently available market interest rates based on AA corporate bond yields reflecting the duration of the applicable
employee future benefit plan. The discount rates at December 31, 2009, decreased to 6.50% from 7.25% used at
December 31, 2008, in conjunction with increases in bond yields over this period. The decrease in discount rates has
resulted in a corresponding increase in liabilities.

Yields on AA corporate bonds decreased by approximately 50–180 basis points between December 31, 2008, and
December 31, 2009. Based on the duration of the plan’s liabilities, discount rates would be 6.50% per annum for each
of the pension plan, for the post-retirement benefit plan and for the post-employment plan. The overall discount rate
applied to all plans for liability valuation purposes as at December 31, 2009, was 6.50%.

Further, based on differences between long-term Government of Canada nominal bonds and real return bonds, the
implied inflation rate has increased from approximately 1.30% per annum as at December 31, 2008, to approximately 2.50%
per annum as at December 31, 2009. Given the Bank of Canada’s commitment to keep long-term inflation between 1.00%
and 3.00%, management believes that the current implied rate is too high to be used as a long-term assumption, and as
such, has used a 2.00% per annum inflation rate for liability valuation purposes as at December 31, 2009.

The costs of employee future benefits other than pension are determined at the beginning of the year. The costs are based
on assumptions for expected claims experience and future health care cost inflation. A 1% increase in the health care cost
trends would result in an increase in service cost and interest cost of about $13 million per year and an increase in the year-
end obligation of about $141 million.

Employee future benefits are included in labour costs that are either charged to results of operations or capitalized as part of
the cost of fixed assets. Changes in assumptions will affect the accrued benefit obligation of the employee future benefits
and the future years’ amounts that will be charged to our results of operations or capitalized as a cost of fixed assets.

Goodwill and Asset Impairment
In assessing the recoverability of goodwill, we must make assumptions regarding estimated future cash flows and other
factors to determine the fair value of the distribution reporting unit. If these estimates or their related assumptions change
in the future, we may be required to record impairment charges related to goodwill. An impairment review of goodwill was
carried out during 2009 and we determined that the carrying value of our goodwill has not been impaired. 

Within our regulated businesses, carrying costs of our other assets are recovered in our revenue requirements and are
included in rate base, where they earn a return. Such assets would be tested for impairment only in the event that the 
OEB disallowed recovery or if such a disallowance was judged to be probable. We periodically monitor the assets of our
unregulated Telecom Business for indications of impairment. No asset impairments have been recorded to date for any of
our businesses.
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Status of Our Transition to International
Financial Reporting Standards (IFRS)
On February 13, 2008, the Canadian Accounting Standards Board confirmed that publicly accountable enterprises will be
required to adopt IFRS in place of Canadian generally accepted accounting principles (GAAP) for interim and annual
reporting purposes for fiscal years beginning on or after January 1, 2011. In anticipation of this decision, we commenced
our IFRS conversion project in 2007. The project’s formal governance structure includes a steering committee consisting of
senior level management from finance, information technology, treasury and our operations organizations. Project status
reporting is provided to senior executive management and to the Audit and Finance Committee of our Board of Directors
on a regular basis. An external expert advisor was engaged to assist with our IFRS conversion project.

The project has four separate phases: diagnostic, design and planning, solution development, and implementation. We
completed the diagnostic phase in 2008. It involved a high level review and identification of the major differences between
current GAAP and IFRS in all subject areas, resulting in the identification of the areas of accounting difference with the
highest potential to significantly impact our company. 

In 2009, we completed the design and planning and the solution development phases of our project, including
substantial completion of all policy papers. We are currently engaged in the implementation phase which is the final
phase of our project. Our teams are continuing to monitor progress relative to key milestones, monitor developments of
the International Accounting Standards Board (IASB), update recommendations and develop financial reports. We
continue to have recurring dialogue with our external auditors about possible outcomes of our project. We continue to
evaluate the impacts of current and prospective IFRS on all of our business activities, including those of our subsidiaries
and the impact on our entity-wide information system. We are simultaneously analyzing the impacts of changes on our
disclosure controls and internal controls over financial reporting, our debt covenants and our performance measures. 
We continue to provide formal communications to our employees. We have completed numerous staff training sessions
and will plan for future training sessions as necessary. 

The areas with the highest potential to significantly impact our company, identified during the diagnostic phase, are rate-
regulated assets and liabilities, fixed assets, payments in lieu of corporate income taxes, employee future benefits, as well
as initial adoption of IFRS under the provisions of IFRS 1, First-Time Adoption of IFRS (IFRS 1). The specific effects of
choices under these standards are not determinable at this time as a result of the status of the IASB’s project on rate-
regulated activities which will have an impact on the accounting choices available in all of these areas. 

In December 2008, the IASB added a project on rate-regulated activities to its agenda. In July 2009, the IASB issued an
exposure draft detailing its proposals for standards for the accounting of rate-regulated activities. The exposure draft
allows for the continued recognition of regulatory assets and liabilities on the Balance Sheet. In-scope assets and liabilities
are proposed to be carried at the net present value of the expected future cash flows. The exposure draft makes an
exception to the requirements of other IFRS standards by allowing capitalization of otherwise ineligible costs within fixed
assets and intangible assets on the basis of the costs’ inclusion in rate base. The IASB requested comments from interested
observers on the exposure draft. Hydro One responded to the IASB’s request for comment on November 24, 2009. The
IASB received approximately 150 responses to its request for comment, which were very diverse in their opinions. As a
result, the IASB staff has postponed presenting their analysis of the responses to the IASB, originally scheduled for January,
to the Board’s February meeting. The presentation to the IASB may include options for the next steps of the project. It is
unclear at this time what the outcome of the IASB’s deliberations will be and how reporting standards will be impacted. 
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The effect of the exposure draft on rate-regulated activities (RRA ED) will impact the determination of which indirect costs
incurred on in-progress construction projects can be capitalized. This may affect our choices under IFRS 1. It is unclear at this
time whether the continuation of accounting for expenditures related to employer sponsored pension plans on a cash basis
would be permissible. Similarly, we are assessing our options with respect to the recognition of accumulated, unamortized
gains and losses associated with employment benefits other than pension. Currently, the possible alternatives to account for
these pension and other employee benefit amounts include charging unamortized gains and losses immediately upon
adoption under IFRS 1, or recognizing an adjustment to those amounts retrospectively to comply with IAS 19, Employee
Benefits. Our policy choice is contingent upon the outcome of the RRA ED. In accordance with IAS 12, Income Taxes, we have
determined that there is no potential for a significant impact for this class of transactions based upon contingent outcomes
regarding transactions for payments in lieu of corporate income taxes. If the RRA ED is adopted as is, we plan to continue to
record taxes on a cash basis instead of the liability method for the regulated businesses.

On October 14, 2009, the Public Sector Accounting Board (PSAB) released a decision summary confirming that
government organizations following commercial practices adhere to standards for publicly accountable entities after
January 1, 2011. On December 14, 2009, the PSAB issued an exposure draft proposing to remove the requirement for
government organizations adhering to IFRS to also apply additional public sector financial reporting standards, currently
Public Sector Accounting Handbook Section 3270. The effective date for the proposed changes is January 1, 2011.

On September 25, 2009, the Canadian Securities Administrators’ staff communicated their view that all registrants will be
required to report under IFRS commencing January 1, 2011. We are a registrant as a result of our public debt.

In May 2008, the OEB initiated a consultative process to determine the nature of any changes to regulatory reporting
requirements in response to IFRS. The OEB held public meetings and a formal stakeholder conference in May 2009. We
participated at each opportunity offered to the public to communicate with the OEB. On July 28, 2009, the OEB released
some preliminary views on how regulatory reporting requirements will change in response to IFRS. The OEB has initiated a
second phase of its consultative process to amend certain regulatory instruments. We are continuing to assess the impact
of the OEB’s report and other recommendations on our IFRS conversion project.

Disclosure Controls and Internal Controls over Financial Reporting 
In 2008, we began transitioning our major financial systems to a SAP enterprise-wide platform as part of the entity-wide
information system replacement and improvement project. A formal project governance structure is in place to ensure an
effective transition of the information technology systems and business processes. The governance structure includes a
steering committee consisting of senior levels of management which reports to senior executive management and the
Business Transformation Committee of the Board of Directors.

In 2008, we successfully implemented the first phase of the supply chain, asset and work management modules in SAP.
During the third quarter of 2009, we successfully implemented various finance, human resources, payroll and investment
management SAP modules. The reporting tool Business Intelligence/Business Warehouse (BI/BW) was also implemented.
This implementation included new controls over internal controls over financial reporting and the replacement of other
controls in the previous environment. Our process documentation has been updated and the design and effectiveness of
the controls have been tested.

In compliance with the requirements of National Instrument 52-109, Certification of Disclosure in Issuers’ Annual and
Interim Filings, our Certifying Officers have reviewed and certified the Consolidated Financial Statements for the year
ended December 31, 2009, together with other financial information included in our annual securities filings. Our Certifying
Officers have also certified that disclosure controls and procedures have been designed to provide reasonable assurance
that material information relating to our company is made known within our company and that they operated effectively as
at December 31, 2009. Further, our Certifying Officers have also certified that internal controls over financial reporting
operated effectively as at December 31, 2009.
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Selected Annual Information
The following table sets forth audited annual information for each of the three years ended December 31, 2007, 2008 and
2009. This information has been derived from our audited annual Consolidated Financial Statements. 

Consolidated Statement of Operations
Year ended December 31 (Canadian dollars in millions, except earnings per common share) 2009 2008 2007

Revenues1 4,744 4,597 4,655
Net income1 470 498 399
Basic and fully diluted earnings per common share 4,528 4,797 3,809

Consolidated Balance Sheet
Year ended December 31 (Canadian dollars in millions, except cash dividends per share) 2009 2008 2007

Total assets 15,810 13,878 12,786
Total long-term debt 6,881 6,133 5,603
Cash dividends per common share 1,700 2,410 3,070
Cash dividends per preferred share 1.375 1.375 1.375

1 As a result of the OEB’s December 18, 2008 decision on Hydro One Networks’ distribution rate application that was effective May 1, 2008, revenues
in the fourth quarter of 2008 reflect a $25 million increase in respect of the period May 1, 2008 to December 31, 2008, reflecting growth in the work
program requirements and investment in capital infrastructure.

Outlook
To achieve our vision to be the leading electricity delivery company in North America, we will continue to concentrate on
our strategic objectives of safety, customer satisfaction, innovation and connecting renewable energy, reliability, protection
of the environment, recruitment and knowledge retention, shareholder value and productivity. We work in an environment
where safety is of the utmost importance. Our people underpin everything we do, and as such, we remain resolute in our
commitment to safety. We will continue to focus our efforts to improve our customers’ satisfaction by maintaining
operational excellence through our efforts to innovate and to renew transmission and distribution systems. In particular, we
will focus on targeted investments to address overloaded or aging equipment at customer delivery points, power quality
and network performance necessary to improve reliability, which will in turn, improve customer satisfaction. 

The GEA introduced a new paradigm for Ontario’s energy industry. The need to rapidly reduce the energy sector’s carbon
footprint dominates current environmental decision-making, leading to high expectation for immediate action and expansion
of clean energy supply. Emerging technologies and the need to connect clean and renewable generation challenges our
Transmission and Distribution Businesses to recalibrate and establish a more flexible and smart electricity grid. 

We are planning significant investments in transmission and distribution infrastructure and the continued proactive
maintenance of our assets to ensure the electricity system’s reliability in the public interest. Our investment plan supports
the achievement of the Province’s coal shutdown, renewable and nuclear objectives, facilitates the development and use of
renewable energy resources, promotes system efficiency, sustains equipment performance, meets customers’ service
quality needs and facilitates the integration of new supply. 

In 2009, we filed a cost of service application with the OEB for 2010 and 2011 distribution rates, seeking revenue
requirements of approximately $1,196 million and $1,295 million for 2010 and 2011, respectively. The revenue requirements
requested, if approved, will continue to support our work programs necessary to sustain our critical infrastructure, increase
reliability through enhanced forestry management, support the smart meter requirements and invest in a sustainable
electricity system that supports renewable generation. 
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We are currently preparing evidence to support our upcoming transmission rate application for the years 2011 and 2012,
which is anticipated to be filed with the OEB in the first quarter of 2010. This application will continue to support aging
critical infrastructure, area supply projects and the Government policy objectives. 

The actual timing and expenditures in our plan are predicated on obtaining various approvals including OEB approvals
and environmental assessment approvals; successful negotiations with customers, neighbouring utilities and other
stakeholders; and consultations with First Nations and Métis communities. Further, we have made assumptions in the plan
regarding cost responsibility and funding, consistent with the GEA regulations and amended TSC and DSC. We have
prepared business plans, regulatory filings and future capital expenditures on the basis that rate-regulated accounting will
continue under IFRS for the period commencing 2011. 

As stewards of significant electricity assets, we are committed to the protection and sustainment of the environment for
future generations. We are working towards being an environmental leader in our industry, by distributing clean and
renewable energy, by upgrading our electricity grid, by minimizing the impacts of our own operations, and ensuring that
environmental factors are considered in making our business decisions. Our commitment to the environment has been
recognized by Canada’s Energy, Environment and Excellence group and Corporate Knights magazine. 

Key enablers of the successful implementation of our work program are our human and material resourcing strategies. 
Our human resource strategy is focused on hiring through our association with universities, colleges and our unions, as 
well as skills development and retention. Significant retirement projections and increasing work volumes will result in an
unprecedented number of new hires in the near term. With regard to materials, we are seeing increasing lead times and
costs as market shortages emerge globally. Consequently, materials sourcing strategies continue to be developed and
implemented to ensure the availability of materials to support our work programs. 

We remain committed to a prudent and measured approach to distribution rationalization. In October 2009, the
Government announced its intention to make the exemption from the electricity transfer tax permanent for transfers
of electricity assets within the public sector. We have and will consider and respond to opportunities for acquisitions
or divestitures, on a voluntary and commercial basis. The investment plan does not include any funding for any LDC
acquisitions or divestitures. 

We will continue to increase enterprise value through productivity improvements and cost-effectiveness driven by technology.
Over the last two years, we have replaced most of our core systems with an enterprise-wide information technology system.
We will leverage this investment as a platform for further effectiveness and efficiency gains, including enhancements
in strategic sourcing. In addition, significant opportunity resides with smart meters and the proliferation of a smart grid,
including energy efficiency, demand response and distributed-resources technologies. Through the outlook period, we
anticipate no changes to our role within the industry and expect that our financial returns will be sufficient to maintain our
credit quality.

Appointment of George L. Cooke
On January 26, 2010, George L. Cooke was elected to our Board of Directors. Mr. Cooke is President and Chief Executive
Officer of The Dominion of Canada General Insurance Company. 
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Forward Looking Statements and Information
Our oral and written public communications, including this document, often contain forward-looking statements that are
based on current expectations, estimates, forecasts and projections about our business and the industry in which we operate
and include beliefs and assumptions made by the management of our company. Such statements include, but are not limited
to statements about our strategy and our performance measures and targets; statements related to the IPSP; statements
about smart meters including their capabilities, their timing of installation and our focus on building an advanced distribution
solution that will leverage our smart meter investment; expectations regarding developments in the statutory and operating
framework for electricity distribution and transmission in Ontario including the impacts of changes to codes, licences, rules,
new regulatory guidelines, tariff rate changes, cost recovery, return on equity, rate structures, revenue requirements and
impacts on an average customer’s total bill; expectations regarding the timing and content of applications to, hearings with
and decisions from the OEB and other regulatory bodies; expectations regarding our Green Energy Plan filed with the OEB
and the impact of the GEA including future capital projects and cost recoveries flowing there from; expectations regarding
future renewable energy generation; statements regarding our liquidity and capital resources and their use; expectations
regarding our financing activities, including our capital management objectives and our ability to access the capital markets;
expectations regarding the results of our on-going and planned projects and/or initiatives and their completion dates;
statements regarding expected future capital expenditures, the timing of these expenditures and our investment 
plans; statements regarding contractual obligations and other commitments; statements regarding the effect of load on our
revenue including the anticipated impact of CDM programs, embedded generation growth and the below-average growth of
the Ontario economy; the effect of interest rates on our revenue requirements and results of operations; statements regarding
the estimated impact of changes in the forecast long-term Government of Canada bond yield on our results of operations;
impacts to our business in respect of the adequacy and timing of supply of materials, supplies and services and credit risk of
our counter-parties; expectations regarding future pension contributions and the performance of our pension plan; the
possibility of the Province making declarations pursuant to our memorandum of agreement with them; statements regarding
possible future actions of the Province and regulatory bodies; expectations regarding connections of new generation to our
transmission and distribution systems; expectations regarding asset condition; statements regarding workforce demographics
and the market for skilled labour; statements regarding the amount and timing of future estimated environmental
expenditures, including with respect to LAR and PCBs; statements about future asbestos removal expenditures; expectations
regarding our information technology strategy and enterprise reporting system; the possibility that we could in future decide
to issue foreign currency denominated debt; expectations regarding anticipated expenditures associated with transferring
assets located on Indian lands; statements about our outsourcing arrangement with Inergi LP; statements regarding provincial
ownership of our transmission corridors; statements about critical accounting estimates; statements about IFRS, our
conversion to IFRS and the effect of the rate-regulated accounting exposure draft on our company; statements about the
outlook period including our expectations regarding our role within the industry, our financial returns, our credit rating and
credit quality and structural changes to our company. Words such as “expect,” “anticipate,” “intend,” “attempt,” “may,”
“plan,” “will,” “believe,” “seek,” “estimate,” “goal,” “aim,” “target,” and variations of such words and similar expressions
are intended to identify such forward-looking statements. These statements are not guarantees of future performance and
involve assumptions and risks and uncertainties that are difficult to predict. Therefore, actual outcomes and results may differ
materially from what is expressed, implied or forecasted in such forward-looking statements. We do not intend, and we
disclaim any obligation to update any forward-looking statements, except as required by law.

These forward-looking statements are based on a variety of factors and assumptions including, but not limited to the
following: no unforeseen changes in the legislative and operating framework for Ontario’s electricity market; no
unfavourable decisions from the OEB and other regulatory bodies concerning outstanding rate and other applications; no
delays in obtaining the required approvals; no unforeseen changes in rate orders or rate structures for our Distribution and
Transmission Businesses; a stable regulatory environment; the preparation of business plans, regulatory filings and future
capital expenditures on the basis that commencing 2011 rate-regulated accounting will continue to exist under IFRS; no
unfavourable changes in environmental regulation; and no significant event occurring outside the ordinary course of
business. These assumptions are based on information currently available to us, including information obtained from third
party sources. Actual results may differ materially from those predicted by such forward-looking statements. While we do
not know what impact any of these differences may have, our business, results of operations, financial condition and our
credit stability may be materially adversely affected. Factors that could cause actual results or outcomes to differ materially
from the results expressed or implied by forward-looking statements include, among other things: 
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• the impact of the GEA, including unexpected expenditures arising there from;

• the risk that previously granted regulatory approvals may be subsequently challenged, appealed or overturned;

• public opposition to and delays or denials of the requisite approvals and accommodations for our planned projects; 

• the risks associated with being controlled by the Province including the possibility that the Province may make
declarations pursuant to the memorandum of agreement, as well as, potential conflicts of interest that may arise
between us, the Province and related parties;

• the risks associated with being subject to extensive regulation including risks associated with OEB action or inaction; 

• the timing and results of regulatory decisions regarding our revenue requirements, cost recovery and rates, as well as,
changes to rules under various regulatory body review;

• the potential impact of CDM programs on our load and our revenues;

• unanticipated changes in electricity demand or in our costs;

• the risk that we are not able to arrange sufficient cost-effective financing to repay maturing debt and to fund capital
expenditures and other obligations; 

• the risks associated with the execution of our capital and operation, maintenance and administration programs
necessary to maintain the performance of our aging asset base; 

• the risk that we will be unable to source the materials necessary to support our work programs; 

• the risks related to our work force demographic and our potential inability to attract and retain qualified personnel; 

• the risk that assumptions that form the basis of our recorded environmental liabilities and related regulatory assets may change; 

• the risk of currently undetermined future asbestos removal costs; 

• the risk to our facilities posed by severe weather conditions, natural disasters or catastrophic events and our limited
insurance coverage for losses resulting from these events;

• the risks associated with maintaining a complex information technology systems infrastructure and transitioning most of
our financial and business processes to an integrated business and financial reporting system;

• future interest rates, future investment returns, inflation, changes in benefits and changes in actuarial assumptions;

• the risks associated with changes in interest rates; 

• the inability to negotiate collective agreements consistent with our rate orders or in a timely fashion and the potential for
labour disputes;

• the risk that we may incur significant costs associated with transferring assets located on Indian lands;

• the potential that we may incur significant expenses to replace some or all of the functions currently outsourced if our
agreement with Inergi LP is terminated; 

• the impact of the ownership by the Province of lands underlying our transmission system; and

• the impact of the final outcome of the exposure draft on rate-regulated accounting under IFRS.

We caution the reader that the above list of factors is not exhaustive. Some of these and other factors are discussed in
more detail under “Risk Management and Risk Factors” in this Management’s Discussion and Analysis (MD&A). You should
review such section in detail.

In addition, we caution the reader that information provided in this MD&A regarding our outlook on certain matters,
including future expenditures, is provided in order to provide context to the nature of some of our future plans and may
not be appropriate for other purposes.

This MD&A is dated as at February 11, 2010. Additional information about our company, including our Annual Information
Form, is available on SEDAR at www.sedar.com.
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Management’s Report

The Consolidated Financial Statements, Management’s Discussion and Analysis (“MD&A”) and related financial information 
presented in this Annual Report have been prepared by the management of Hydro One Inc. (“Hydro One” or the “Company”). 
Management is responsible for the integrity, consistency and reliability of all such information presented. The Consolidated
Financial Statements have been prepared in accordance with accounting principles generally accepted in Canada and
applicable securities legislation. The MD&A has been prepared in accordance with National Instrument 51-102, Part 5. 

The preparation of the Consolidated Financial Statements and information in the MD&A involves the use of estimates and
assumptions based on management’s judgement, particularly when transactions affecting the current accounting period
cannot be finalized with certainty until future periods. Estimates and assumptions are based on historical experience,
current conditions and various other assumptions believed to be reasonable in the circumstances, with critical analysis 
of the significant accounting policies followed by the Company as described in Note 2 to the Consolidated Financial
Statements. The preparation of the Consolidated Financial Statements and the MD&A includes information regarding the
estimated impact of future events and transactions. The MD&A also includes information regarding sources of liquidity 
and capital resources, operating trends, risks and uncertainties. Actual results in the future may differ materially from 
the present assessment of this information because future events and circumstances may not occur as expected. The
Consolidated Financial Statements and MD&A have been properly prepared within reasonable limits of materiality and in
light of information up to February 11, 2010.

In meeting its responsibility for the reliability of financial information, management maintains and relies on a comprehensive
system of internal control and internal audit. The system of internal control includes a written corporate conduct policy;
implementation of a risk management framework; effective segregation of duties and delegation of authorities; and sound
and conservative accounting policies that are regularly reviewed. This structure is designed to provide reasonable assurance
that assets are safeguarded and that reliable information is available on a timely basis. In addition internal and disclosure
controls have been documented, evaluated, tested and identified consistent with National Instrument 52-109 (Bill 198). 
An internal audit function independently evaluates the effectiveness of these internal controls on an ongoing basis and
reports its findings to management and the Audit and Finance Committee of the Hydro One Board of Directors.

The Consolidated Financial Statements have been examined by KPMG LLP, independent external auditors appointed by
the Hydro One Board of Directors. The external auditors’ responsibility is to express their opinion on whether the
Consolidated Financial Statements are fairly presented in accordance with accounting principles generally accepted in
Canada. The Auditors’ Report, which appears on page 37, outlines the scope of their examination and their opinion.

The Hydro One Board of Directors, through its Audit and Finance Committee, is responsible for ensuring that management
fulfills its responsibilities for financial reporting and internal controls. The Audit and Finance Committee of Hydro One met
periodically with management, the internal auditors and the external auditors to satisfy itself that each group had properly
discharged its respective responsibility and to review the Consolidated Financial Statements before recommending
approval by the Board of Directors. The external auditors had direct and full access to the Audit and Finance Committee,
with and without the presence of management, to discuss their audit and their findings as to the integrity of the financial
reporting and the effectiveness of the system of internal controls. 

The Company’s President and Chief Executive Officer and Senior Vice-President and Chief Financial Officer have certified
Hydro One’s annual Consolidated Financial Statements and annual MD&A filed under provincial securities legislation,
related disclosure controls and procedures and the design and effectiveness of related internal controls over financial
reporting pursuant to National Instrument 52-109.

On behalf of Hydro One Inc.’s management:

Laura Formusa Sandy Struthers
President and Chief Executive Officer Senior Vice-President and Chief Financial Officer
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Auditors’ Report
To the Shareholder of Hydro One Inc.
We have audited the consolidated balance sheets of Hydro One Inc. (the Company) as at December 31, 2009 and
December 31, 2008, and the consolidated statements of operations and comprehensive income, retained earnings,
accumulated other comprehensive income, and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at December 31, 2009 and December 31, 2008 and the results of its operations and its cash flows for the years
then ended in accordance with Canadian generally accepted accounting principles.

KPMG LLP
Chartered Accountants,
Licensed Public Accountants

Toronto, Canada
February 11, 2010

Auditors’ Report
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Consolidated Statements of Operations and 
Comprehensive Income

Year ended December 31 (Canadian dollars in millions, except per share amounts) 2009 2008

Revenues
Transmission (Note 15) 1,147 1,212
Distribution (Note 15) 3,534 3,334
Other 63 51

4,744 4,597

Costs
Purchased power (Note 15) 2,326 2,181
Operation, maintenance and administration (Note 15) 1,057 965
Depreciation and amortization (Note 3) 537 548

3,920 3,694

Income before financing charges and provision for 
payments in lieu of corporate income taxes 824 903

Financing charges (Note 4) 308 292

Income before provision for payments in lieu of corporate income taxes 516 611
Provision for payments in lieu of corporate income taxes (Notes 5 and 15) 46 113
Net income 470 498

Other comprehensive loss – (1)
Comprehensive income 470 497
Basic and fully diluted earnings per common share (Canadian dollars) (Note 14) 4,528 4,797

Consolidated Statements of Retained Earnings

Year ended December 31 (Canadian dollars in millions) 2009 2008

Retained earnings, January 1 1,497 1,258
Change in accounting policy for the recognition of future income tax assets and liabilities (Note 2) 12 –
Net income 470 498
Dividends (Note 14) (188) (259)
Retained earnings, December 31 1,791 1,497

See accompanying notes to Consolidated Financial Statements.

Consolidated Financial Statements
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Consolidated Statements of Accumulated Other
Comprehensive Income 

Year ended December 31 (Canadian dollars in millions) 2009 2008

Accumulated other comprehensive income, January 1 (10) (9)
Other comprehensive loss – (1)
Accumulated other comprehensive income, December 31 (10) (10)

Consolidated Balance Sheets

December 31 (Canadian dollars in millions) 2009 2008

Assets
Current assets:
Cash – 16
Accounts receivable (net of allowance for doubtful accounts – $25 million; 2008 – $23 million) (Note 15) 843 754
Regulatory assets (Note 8) 72 64
Materials and supplies 21 19
Future income tax assets (Notes 2 and 5) 21 2
Other 16 18

973 873

Fixed assets (Notes 2 and 6):
Fixed assets in service 18,407 17,334
Less: accumulated depreciation 6,815 6,418

11,592 10,916
Construction in progress 1,256 912
Future use land, components and spares 150 132

12,998 11,960

Other long-term assets:
Deferred pension asset (Note 12) 424 441
Regulatory assets (Notes 2 and 8) 1,033 291
Goodwill 133 133
Intangible assets (net of accumulated amortization) (Notes 2 and 7) 218 162
Future income tax assets (Notes 2 and 5) 18 –
Other 13 18

1,839 1,045
Total assets 15,810 13,878

See accompanying notes to Consolidated Financial Statements.
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Consolidated Balance Sheets (continued)

December 31 (Canadian dollars in millions) 2009 2008

Liabilities
Current liabilities:
Bank indebtedness 26 –
Accounts payable and accrued charges (Notes 13 and 15) 800 793
Regulatory liabilities (Notes 2 and 8) 100 43
Accrued interest 74 64
Short-term notes payable 55 –
Long-term debt payable within one year (Note 9) 600 400

1,655 1,300

Long-term debt (Note 9) 6,281 5,733

Other long-term liabilities:
Employee future benefits other than pension (Note 12) 940 908
Regulatory liabilities (Notes 2 and 8) 504 564
Future income tax liabilities (Notes 2 and 5) 693 –
Environmental liabilities (Note 13) 303 237
Long-term accounts payable and other liabilities 16 12

2,456 1,721
Total liabilities 10,392 8,754

Contingencies and commitments (Notes 17 and 18)

Shareholder’s equity (Note 14)

Preferred shares (authorized: unlimited; issued: 12,920,000) 323 323
Common shares (authorized: unlimited; issued: 100,000) 3,314 3,314
Retained earnings 1,791 1,497
Accumulated other comprehensive income (10) (10)
Total shareholder’s equity 5,418 5,124
Total liabilities and shareholder’s equity 15,810 13,878

See accompanying notes to Consolidated Financial Statements.

On behalf of the Board of Directors: 

James Arnett Walter Murray
Chair Chair, Audit and Finance Committee

Consolidated Financial Statements
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Consolidated Statements of Cash Flows

Year ended December 31 (Canadian dollars in millions) 2009 2008

Operating activities
Net income 470 498
Environmental expenditures (9) (14)
Adjustments for non-cash items:
Depreciation and amortization (excluding removal costs) 487 502
Revenue difference deferral account – (73)
Regulatory liability refund account (24) 30
Smart meters (16) 1
External revenue variance account 12 –
Revenue recovery account 7 (25)
Other regulatory asset and liability accounts (13) 6
Future income taxes 16 –
Amortization of debt costs – 2

930 927
Changes in non-cash balances related to operations (Note 16) (38) 125
Net cash from operating activities 892 1,052

Financing activities
Long-term debt issued 1,150 1,050
Long-term debt retired (400) (540)
Short-term notes payable 55 –
Dividends paid (188) (259)
Other 2 3
Net cash from financing activities 619 254

Investing activities
Capital expenditures
Fixed assets (1,473) (1,185)
Intangible assets (93) (99)

(1,566) (1,284)
Other assets 13 6
Net cash used in investing activities (1,553) (1,278)

Net change in cash and cash equivalents (42) 28
Cash and cash equivalents, January 1 16 (12)
Cash and cash equivalents, December 31 (Note 16) (26) 16

See accompanying notes to Consolidated Financial Statements.

Consolidated Financial Statements



- 42 -
Hydro One Annual Report 2009

Notes to Consolidated Financial Statements

1. Description of the Business
Hydro One Inc. (Hydro One or the Company) was incorporated on December 1, 1998, under the Business Corporations Act
(Ontario) and is wholly owned by the Province of Ontario (the Province). The principal businesses of Hydro One are the
transmission and distribution of electricity to customers within Ontario. These businesses are regulated by the OEB.

2. Significant Accounting Policies
Basis of Consolidation
The Consolidated Financial Statements include the accounts of the Company and its wholly-owned subsidiaries: 
Hydro One Networks Inc. (Hydro One Networks), Hydro One Remote Communities Inc. (Hydro One Remote Communities),
Hydro One Brampton Networks Inc. (Hydro One Brampton), Hydro One Telecom Inc., Hydro One Delivery Services Inc.
(HODS), Hydro One Lake Erie Link Management Inc. (HOLELMI) and Hydro One Lake Erie Link Company Inc. (HOLELCo). 

HODS was dissolved on August 29, 2008. Effective December 13, 2007, upon approval of the resolution to apply for the
dissolution of HODS, its interests in HOLELMI and HOLELCo were distributed to Hydro One.

Basis of Accounting
The Consolidated Financial Statements are prepared in accordance with accounting principles generally accepted in
Canada (Canadian GAAP). 

Rate-Setting
The rates of the Company’s electricity Transmission and Distribution Businesses are subject to regulation by the Ontario
Energy Board (OEB). 

Transmission
On August 16, 2007, the OEB issued its decision in respect of Hydro One Networks’ 2007 and 2008 transmission rate
application. The decision, which was effective January 1, 2007, approved all operating and capital expenditures for 2007
and 2008. However, the decision resulted in a reduction in the approved return on equity from 9.88% to 8.35%. The OEB
also approved final amounts and disposition treatments for certain regulatory liabilities including the revenue difference
deferral account (RDDA), the earnings sharing mechanism (ESM) and export and wheeling fees, as well as the transmission
market ready regulatory asset. 

As part of a joint proceeding involving all transmitters in Ontario, on October 17, 2007, the OEB approved Uniform
Transmission Rates (UTRs) for implementation on November 1, 2007, through to December 31, 2008. The new rates fully
reflect the approved changes to our revenue requirement and charge determinants. 

On May 30, 2008, Hydro One Networks submitted an application to the OEB to adjust UTRs effective January 1, 2009. On
August 28, 2008, the OEB approved the application allowing Hydro One Networks to recover revenues consistent with the
OEB-approved 2008 revenue requirement, which reflected the full repayment to customers of the amounts recorded in the
ESM and the RDDA at the end of 2008. 

To achieve the necessary funding in support of required infrastructure, Hydro One Networks filed a transmission rate
application for 2009 and 2010 rates in September 2008. The application sought OEB approval for revenue requirement
of approximately $1,233 million and $1,341 million, based on a return on equity of 8.53% and 9.35% for 2009 and 2010,
respectively. On May 28, 2009, the OEB issued its decision in respect of this application. The decision, which was effective
July 1, 2009, resulted in a reduced revenue requirement of $1,180 million and $1,240 million in 2009 and 2010, respectively,
primarily due to a lower approved return on equity. The OEB decision disallowed development capital expenditures of
$180 million for 2010, but agreed to reconsider the projects if additional evidence was provided. On September 4, 2009,
Hydro One Networks filed the additional evidence on two projects amounting to approximately $160 million in capital
expenditures. The OEB approved the supplemental evidence for inclusion in Hydro One Networks’ 2010 rates. This resulted
in a revised revenue requirement of $1,257 million for 2010, on the basis of an updated return on equity of 8.39% for 2010.
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Distribution
In 2006, the OEB initiated a process of establishing an Incentive Regulation Mechanism (IRM) for the years 2007 to 2010.
The process included a formulaic approach to establishing 2007 rates with a rate re-basing approach to be staggered
across all Ontario distributors between 2008 and 2010. 

In accordance with the OEB’s multi-year distribution rate-setting plan, Hydro One Networks submitted the revenue
requirement portion of its 2008 cost of service application on August 15, 2007. This application sought the approval of a
revenue requirement of $1,067 million based on a rate of return of 8.64%, and included a plan to reduce the number of rate
classes for its customers and consolidate or harmonize the rates for its existing rate classes to the new proposed rate classes. 

On December 18, 2008, the OEB issued a decision approving substantially all work program expenditures effective 
May 1, 2008, for implementation on February 1, 2009. The OEB also approved recovery of our smart meter expenditures
made prior to the end of 2007. The decision approved the establishment of the revenue recovery account (RRA) to record
the revenue differential between existing distribution rates and new rates. The RRA is being recovered over a 27-month
period commencing February 1, 2009 and ending April 30, 2011. 

In late 2008, Hydro One Networks filed an incentive regulation application for 2009 rates, with an update filed in January 2009,
to reflect the impact of the 2008 distribution rate decision. The application was filed on the basis of the OEB’s third
generation IRM process which adjusts rates by considering inflation, productivity targets, significant events outside the
control of management and a capital adjustment mechanism to recover costs for new incremental capital coming in service
beyond a prescribed threshold. On May 13, 2009, the OEB released its decision approving the basic IRM increase and the
$1.65 per month per metered customer for smart meters. The revised rates were approved effective May 1, 2009, with an
implementation date of June 1, 2009.

On November 1, 2007, Hydro One Brampton filed an application for 2008 rates on the basis of the OEB’s second generation 
IRM policy which incorporates an OEB-approved formula that considers inflation and efficiency targets. On March 19, 2008,
the OEB released its decision. The revised rates, including an amount of $0.67 cents per month per metered customer for
smart meters, were approved with an implementation date of May 1, 2008. 

On November 7, 2008, Hydro One Brampton filed an application on the same basis for 2009 distribution rates. On March 13,
2009, the OEB released it decision and approved the submission on the basis of its second generation IRM policy. The
revised rates, including an amount of $1.00 per month per metered customer for smart meters, were approved for
implementation effective May 1, 2009.

On August 29, 2008, Hydro One Remote Communities filed a 2009 cost of service rate application proposing an increase 
of about $10 million over the 2006 approved revenue requirement as a result of increased fuel costs. On April 30, 2009, the
OEB issued a decision regarding this rate application approving all work program expenditures effective May 1, 2009.

Regulatory Accounting
The OEB has the general power to include or exclude costs, revenues, losses or gains in the rates of a specific period,
resulting in a change in the timing of accounting recognition from that which would have applied in an unregulated
company. Such change in timing involves the application of rate-regulated accounting, giving rise to the recognition of
regulatory assets and liabilities. The Company’s regulatory assets represent certain amounts receivable from future
customers and costs that have been deferred for accounting purposes because it is probable that they will be recovered in
future rates. In addition, the Company has recorded regulatory liabilities which represent amounts for expenses incurred in
different periods than would be the case had the Company been unregulated. The Company continually assesses the
likelihood of recovery of each of its regulatory assets and continues to believe that it is probable that the OEB will factor its
regulatory assets and liabilities into the setting of future rates. If, at some future date, the Company judges that it is no
longer probable that the OEB will include a regulatory asset or liability in future rates, the appropriate carrying amount will
be reflected in results of operations in the period that the assessment is made. Specific regulatory assets and liabilities are
disclosed in Note 8.

Revenue Recognition and Allocation
Transmission revenues are collected through OEB-approved rates, which are based on an approved revenue requirement
that includes a rate of return. Such revenue is recognized as power is transmitted and delivered to customers.
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Distribution revenues attributable to the delivery of electricity are based on OEB-approved distribution rates and are
recognized as electricity is delivered to customers. The Company estimates the monthly revenue for the period based on
wholesale power purchases because customer meters are not generally read at the end of each month. Unbilled revenue
included within accounts receivable as at December 31, 2009, amounted to $434 million (2008 – $383 million). 

Distribution revenue also includes an amount relating to rate protection for rural residential and remote customers, which is
received from the Independent Electricity System Operator (IESO) based on a standardized customer rate that is approved
by the OEB. The current legislation provides rate protection for prescribed classes of rural residential and remote
consumers by reducing the electricity rates that would otherwise apply.

Segment revenues for transmission, distribution and other also include revenue related to sales of other services and
equipment. Such revenue is recognized as services are rendered or as equipment is delivered.

Corporate Income and Capital Taxes
Under the Electricity Act, 1998, Hydro One is required to make payments in lieu of corporate taxes to the Ontario
Electricity Financial Corporation (OEFC). These payments are calculated in accordance with the rules for computing income
and taxable capital and other relevant amounts contained in the Income Tax Act (Canada) and the Corporations Tax Act
(Ontario) as modified by the Electricity Act, 1998, and related regulations.

Effective January 1, 2009, the Company adopted amendments to the Canadian Institute of Chartered Accountants (CICA)
Handbook Section 3465, Income Taxes and CICA Handbook Section 1100, Generally Accepted Accounting Principles.
These amended sections establish new standards for the recognition, measurement, presentation and disclosure of future
income tax assets and liabilities of rate-regulated enterprises. 

For transactions and events that cause temporary differences between the tax basis of assets and liabilities and their
carrying amounts for accounting purposes, the Company recognized future income tax assets and liabilities, and
corresponding regulatory liabilities and assets, as a result of adopting these amended standards on January 1, 2009. 

Adjustments to retained earnings were recorded for the cumulative earnings impact of future income tax assets and
liabilities as at December 31, 2008 that are excluded from the rate-setting process.

Current Income Taxes
The provision for current taxes and the assets and liabilities recognized for the current and prior periods are measured at
the amounts receivable or payable from/to the OEFC. 

Future Income Taxes 
Future income taxes are provided for using the liability method and are recognized on temporary differences between the
carrying amount of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit.

Future income tax liabilities are generally recognized on all taxable temporary differences and future tax assets are
recognized to the extent that it is more likely than not that they be realized from taxable profits available against which
deductible temporary differences can be utilized. 

Future income taxes are calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realized, based on the tax rates (and tax laws) that have been enacted or substantively enacted by the balance
sheet date. Future income taxes are charged or credited to the statement of operations and comprehensive income.

The carrying amount of future income tax assets is reviewed at each balance sheet date and reduced to the extent that all
or part of the future income tax assets have not met the “more likely than not” criterion. Previously unrecognized future
income tax assets are reassessed at each balance sheet date and are recognized to the extent that it has become more
likely than not of being recovered from future taxable profits.

The Company has recognized regulatory assets and liabilities which correspond to future income taxes that flow through
the rate-making process. 
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Materials and Supplies
Materials and supplies represent consumables, spare parts and construction material held for internal construction and
maintenance of fixed assets. These assets are carried at lower of average cost or net realizable value.

Fixed Assets
Fixed assets are capitalized at cost which comprises materials, labour, engineering costs, overheads, depreciation on
service equipment and the OEB-approved allowance for funds used during construction applicable to capital construction
activities within regulated businesses, or interest applicable to capital construction activities within unregulated businesses. 

Fixed assets in service consist of transmission, distribution, communication, administration and service assets and
easements. Fixed assets also include future use assets such as land; major components and spare parts; and capitalized
development costs associated with deferred capital projects. 

Some of the Company’s transmission and distribution assets, particularly those located on unowned easements and rights-
of-way, may have asset retirement obligations, conditional or otherwise. The majority of the Company’s easements and
rights-of-way are either of perpetual duration or are automatically renewed annually. Land rights with finite terms are
generally subject to extension or renewal. As the Company expects to use the majority of its installed assets in perpetuity,
no asset retirement obligation exists. If, at some future date, a particular site is shown not to meet the perpetuity
assumption, it will be reviewed to determine if an asset retirement obligation exists. If it becomes possible to estimate the
fair value cost of disposing of assets that the Company is legally required to remove, a related asset retirement obligation
will be recognized at that time. 

Transmission
Transmission assets include assets used for the transmission of high-voltage electricity such as transmission lines; support
structures; foundations; insulators; connecting hardware and grounding systems; and assets used to step up the voltage of
electricity from generating stations for transmission and to step down voltages for distribution, such as transformers, circuit
breakers and switches.

Distribution 
Distribution assets comprise assets related to the distribution of low-voltage electricity, including lines, poles, switches,
transformers, protective devices and metering systems. 

Communication
Communication assets include the fibre-optic and microwave radio system, optical ground wire, towers, telephone
equipment and associated buildings.

Administration and Service
Administration and service assets include administrative buildings, major computer systems, personal computers, transport
and work equipment, tools, vehicles and minor fixed assets.

Easements
Easements include statutory rights of use to transmission corridors and abutting lands granted under the Reliable Energy
and Consumer Protection Act, 2002, as well as other amounts related to access rights.

Construction and Development in Progress
Overhead costs, including corporate functions and services costs, are capitalized on a fully allocated basis, consistent with an
OEB-approved methodology. Financing costs are capitalized on fixed assets under construction and intangible assets under
development, based on the OEB’s approved allowance for funds used during construction (2009 – 5.89%; 2008 – 5.32%).

Depreciation and Amortization
The capital costs of fixed assets and intangible assets, primarily consisting of applications software, are depreciated on a
straight-line basis, except for transport and work equipment, which is depreciated on a declining balance basis. 
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The Company periodically undergoes an external review of its fixed asset and intangible depreciation and amortization
rates, as required by the OEB. The last review resulted in changes to rates effective January 1, 2007. A summary of
depreciation and amortization rates for the various classes of assets is included below:

Depreciation and Amortization Rates (%)
Range Average

Transmission 1%–3% 2%
Distribution 1%–13% 2%
Communication 1%–13% 5%
Administration and service 1%–20% 7%

The costs of intangible assets are primarily included within the administration and service classification above and these
assets are amortized on a straight-line basis. Amortization rates for computer applications software and other assets range
from 9% to 11%.

Depreciation rates for easements are based on their contract life. The majority of easements are held in perpetuity and are
not depreciated. 

In accordance with group depreciation practices, the original cost of normal fixed asset retirements is charged to
accumulated depreciation or amortization, with no gain or loss reflected in results of operations. Gains and losses on sales
of fixed assets and losses on premature retirements are charged to results of operations as adjustments to depreciation or
amortization expense. Depreciation expense also includes the costs incurred to remove fixed assets. 

The estimated service lives of fixed or intangible assets are subject to periodic review. Any changes arising from such a
review are implemented on a remaining service life basis consistent with their inclusion in rates. 

Goodwill
Goodwill represents the cost of acquired local distribution companies in excess of fair value of the net identifiable assets
purchased and is evaluated for impairment on an annual basis, or more frequently if circumstances require. Goodwill
impairment is assessed based on a comparison of the fair value of the reporting unit to the underlying carrying value of the
reporting unit’s net assets, including goodwill, with any write-down of the carrying value of goodwill being charged against
the results of operations. The Company has determined that goodwill is not impaired. All of the goodwill is attributable
to the Distribution Business segment. 

Intangible Assets
Intangible assets represent computer applications software and other assets. These assets are carried at cost net of
accumulated amortization. The cost of computer applications is comprised of materials, labour, overheads and the OEB-
approved allowance for funds used during construction applicable to development activities within the regulated businesses. 

Effective January 1, 2009, the Company adopted CICA Handbook Section 3064, Goodwill and Intangible Assets, which
replaced CICA Handbook Section 3062, Goodwill and Other Intangible Assets and CICA Handbook Section 3450,
Research and Development Costs. The new section establishes standards for the recognition, measurement, presentation
and disclosure of goodwill and other intangible assets.

As a result of adopting this new accounting standard, the Company reclassified computer applications software previously
classified as fixed assets and reclassified other assets previously classified as long-term other assets to intangible assets.

Discounts and Premiums on Debt
Discounts and premiums are amortized over the period of the related debt using the effective interest method.

Financial Instruments

Comprehensive Income
Comprehensive income is composed of the Company’s net income and other comprehensive income (OCI). OCI includes the
amortization of net unamortized hedging losses on discontinued cash flow hedges and the change in fair value on existing
cash flow hedges to the extent that the hedge is effective. The Company amortizes its unamortized hedging losses on
discontinued cash flow hedges to financing charges using the effective interest method over the term of the hedged debt. 

Notes to Consolidated Financial Statements



- 47 -
Hydro One Annual Report 2009

Financial Assets and Liabilities
All financial instruments are classified into one of the following five categories: held-to-maturity investments, loans and
receivables, held-for-trading, other liabilities or available-for-sale. All financial instruments, including derivatives, are carried
at fair value on the Consolidated Balance Sheet except for loans and receivables, held-to-maturity investments and other
financial liabilities, which are measured at amortized cost. Held-for-trading financial instruments are measured at fair value
and all gains and losses are included in financing charges in the period in which they arise. Available-for-sale financial
instruments are measured at fair value with revaluation gains and losses included in OCI until the instrument is
derecognized or impaired. The Company has classified its financial instruments as follows:

Cash Held-for-trading
Accounts receivable Loans and receivables
Short-term investments Held-to-maturity/Held-for-trading
Fixed-to-floating interest rate swap Not classified
Long-term accounts receivable Loans and receivables
Bank indebtedness Other liabilities
Accounts payable Other liabilities
Short-term notes payable Other liabilities
Long-term debt (unless otherwise specified) Other liabilities
MTN Series 14 Note Not classified

Short-term investments are generally classified as held-to-maturity; however, the Company allows itself the possibility to
classify pools of short-term investments as held-for-trading where there is not the intention of holding a pool of assets to
their maturity. Documentation of the short-term investment classification is made on inception. 

Where long-term debt is designated as part of a hedging relationship, as in the case of the MTN Series 14 Note, the long-
term debt, and related hedging instrument, are not classified. 

All financial instrument transactions are recorded at trade date. 

Derivatives and Hedge Accounting
All derivative instruments, including embedded derivatives, are carried at fair value on the Consolidated Balance Sheet
unless exempted from derivative treatment as a normal purchase and sale or when it is deemed that the economic
characteristics and risks of the embedded derivative are not closely related to the economic characteristics and risks of 
the host contract. All changes in fair value are recorded in financing charges unless cash flow hedge accounting is used; 
in which case, changes in fair value are recorded in OCI to the extent that the hedge is effective. 

The Company does not engage in derivative trading or speculative activities.

The Company periodically develops hedging strategies for execution taking into account risk management objectives. 
At the inception of a hedging relationship, the Company documentation includes its risk management objective for
establishing the hedging relationship, the identification of hedged and hedging item, the nature of the specific risk
exposure being hedged, and the method for assessing effectiveness of the hedging relationship. The Company also
assesses, both at the inception of the hedge and on an ongoing basis, whether the hedging items that are used are
effective in offsetting changes in fair values or cash flows of the hedged items. 

Transaction Costs 
Transaction costs for financial assets and liabilities that are other than held-for-trading are added to the carrying value of
the asset or liability and then amortized over the expected life of the instrument using the effective interest method. 

Financial Instrument Disclosures 
Effective for the 2009 annual reporting period, the Company adopted amendments to the CICA Handbook Section 3862,
Financial Instruments Disclosure. This amended section improves financial instrument fair value measurement and liquidity
risk management disclosures. The amendments require an entity to classify fair value measurements using a fair value
hierarchy in levels ranging from 1 to 3 that reflect the significance of the inputs used in making these measurements. The
amendments also provide clarification about the required liquidity risk disclosures. Upon application by the Company, the fair
value hierarchy level used in the determination of the fair market value of the long-term debt has been disclosed in Note 10. 
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Employee Future Benefits
Employee future benefits provided by Hydro One include pension, group life insurance, health care and long-term disability.

In accordance with the OEB’s rate orders, pension costs are recorded when employer contributions are paid to the pension
fund in accordance with the Pension Benefits Act (Ontario). Actuarial valuations are conducted at least every three years.
Pension costs are also calculated on an accrual basis. Pension costs are actuarially determined using the projected benefit
method prorated on service and based on assumptions that reflect management’s best estimate of the effect of future
events, including future compensation increases, on the actuarial present value of accrued pension benefits. Pension plan
assets, consisting primarily of listed equity securities as well as corporate and government debt securities, are valued using
fair values. Past service costs from plan amendments and all actuarial gains or losses are amortized on a straight-line basis
over the expected average remaining service life of the employees covered.

Employee future benefits other than pension are recorded on an accrual basis. Costs are determined by independent
actuaries using the projected benefit method prorated on service and based on assumptions that reflect management’s
best estimates. Past service costs from plan amendments and actuarial gains or losses are amortized on a straight-line basis
over the expected average remaining service life of the employees covered. 

Employee future benefit costs are attributed to labour and charged to operations or capitalized as part of the cost of 
fixed assets.

Environmental Costs
Hydro One records a liability for the estimated future expenditures associated with the assessment and remediation of
contaminated lands and for the phase-out and destruction of polychlorinated biphenyls (PCBs) contaminated mineral oil
removed from electrical equipment, based on the present value of these estimated future expenditures. As the Company
anticipates that the related expenditures will continue to be recoverable in future rates, a regulatory asset has been
recorded to reflect the future recovery of these costs from customers. Hydro One reviews its estimates of future
environmental expenditures on an ongoing basis. 

Use of Estimates
The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenues and expenses for the year. Actual results
could differ from estimates, including changes as a result of future decisions made by the OEB or the Province. 

Emerging Accounting Changes 

International Financial Reporting Standards (IFRS)
On February 13, 2008, the Canadian Accounting Standards Board confirmed that publicly accountable enterprises will be
required to adopt IFRS in place of Canadian GAAP for interim and annual reporting purposes for fiscal years beginning on
or after January 1, 2011. On October 14, 2009, the Public Sector Accounting Board released a decision summary confirming
that government organizations following commercial practices adhere to standards for publicly accountable entities after
January 1, 2011. As such, the Company will apply IFRS to its financial statements ending December 31, 2011, with
restatement of the amounts recorded on the opening IFRS balance sheet as at January 1, 2010, for comparative purposes.

The Company continues to assess the impact of conversion to IFRS on its results of operations. The International
Accounting Standards Board (IASB) issued an exposure draft on rate-regulated activities in July 2009. Responses to the
IASB’s request for comment varied substantially. As a result, the IASB staff has postponed presenting their analysis of the
responses to the IASB until February 2010. This presentation may include options for the next steps of the rate-regulated
activities project. It is unclear at this time what the outcome of the Board’s deliberations will be and how that will impact
the Company’s reporting under IFRS. The effect on the Company’s future financial position and results of operations are
not estimable at this time.
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3. Depreciation and Amortization
Year ended December 31 (Canadian dollars in millions) 2009 2008

Depreciation of fixed assets in service 418 404
Amortization of intangible assets 36 14
Fixed asset removal costs 50 46
Amortization of regulatory and other assets 33 84

537 548

4. Financing Charges
Year ended December 31 (Canadian dollars in millions) 2009 2008

Interest on short-term notes payable – 2
Interest on long-term debt payable 369 331
Interest accreted on regulatory accounts 1 2
Less: Interest capitalized on construction and development in progress (58) (36)

Interest earned on investments (1) (7)
Other (3) –

308 292

5. Provision for Payments in Lieu of Corporate Income Taxes 
The provision for payments in lieu of corporate income taxes (PILs) differs from the amount that would have been recorded
using the combined Canadian Federal and Ontario statutory income tax rate. The reconciliation between the statutory and
effective tax rates is provided as follows:

Year ended December 31 (Canadian dollars in millions) 2009 2008

Income before provision for PILs 516 611
Federal and Ontario statutory income tax rate 33.00% 33.50%
Provision for PILs at statutory rate 170 205

Increase (decrease) resulting from:
Net temporary differences included in amounts charged to customers:
Transmission amounts paid but not recognized for accounting purposes – (34)
Capital cost allowance in excess of depreciation and amortization (74) (32)
Retail settlement variance accounts 4 15
Pension contributions in excess of pension expense (15) (13)
Overheads capitalized for accounting but deducted for tax purposes (14) (12)
Interest capitalized for accounting purposes but deducted for tax purposes (19) (11)
Distribution amounts paid but not recognized for accounting purposes – (8)
Employee future benefits other than pension expense in excess of cash payments 1 6
Environmental expenditures (3) (5)
Other (6) –

Net temporary differences (126) (94)
Net permanent differences 2 2
Total income tax provision for PILs 46 113

Current income tax provision for PILs 30 113
Future income tax provision for PILs 16 –
Total income tax provision for PILs 46 113
Effective income tax rate 8.91% 18.49%
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The provision for payments in lieu of current income taxes of $30 million represents the amount payable to the OEFC with
respect to current year earnings. There is no outstanding balance due to the OEFC (2008 – $nil ).

The provision for payments in lieu of future income taxes of $16 million reflects the increase in the liability for payments in
lieu of future income taxes that are not expected to be recovered from the Company’s customers through future rates. The
increase in the liability for payments in lieu of future income taxes that is expected to be recovered from the Company’s
customers through future rates has resulted in an increase in regulatory assets.

Future Income Tax Assets and Liabilities
Payments in lieu of future income tax assets and liabilities arise from differences between the carrying amounts and tax
bases of the Company’s assets and liabilities. The tax effects of these differences are as follows:

December 31 (Canadian dollars in millions) 2009

Future income tax assets
Capital cost allowance in excess of depreciation and amortization 6
Employee future benefits other than pension expense in excess of cash payments 4
Retail settlement variance accounts 3
Environmental expenditures 3
Other 3
Total future income tax assets 19
Less: current portion 1

18

December 31 (Canadian dollars in millions) 2009

Future income tax liabilities
Capital cost allowance in excess of depreciation and amortization (1,019)
Employee future benefits other than pension expense in excess of cash payments 315
Environmental expenditures 82
Transmission and distribution amounts received but not recognized for accounting purposes (73)
Goodwill 25
Retail settlement variance accounts 5
Other (8)
Total future income tax liabilities (673)
Less: current portion 20

(693)

As at December 31, 2009, payments in lieu of future income tax liabilities of $461 thousand (2008 – $4 million), based on
substantively enacted income tax rates and laws, have not been recorded, as it is more likely than not that the assets will
not be realized in the future. 
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6. Fixed Assets
Accumulated Construction

December 31 (Canadian dollars in millions) Fixed Assets Depreciation in Progress Total

2009
Transmission 9,485 3,455 956 6,986
Distribution 6,773 2,392 220 4,601
Communication 806 376 54 484
Administration and service 1,007 510 26 523
Easements 486 82 – 404

18,557 6,815 1,256 12,998

2008
Transmission 8,995 3,307 659 6,347
Distribution 6,317 2,266 165 4,216
Communication 773 342 54 485
Administration and service 894 426 34 502
Easements 487 77 – 410

17,466 6,418 912 11,960

Financing costs are capitalized on fixed assets under construction, including allowance for funds used during construction
on regulated assets and interest on unregulated assets, and were $55 million in 2009 (2008 – $33 million). 

7. Intangible Assets
Accumulated Development

December 31 (Canadian dollars in millions) Intangible Assets Amortization in Progress Total

2009
Computer applications software 379 166 3 216
Other assets 5 3 – 2

384 169 3 218

2008
Computer applications software 270 162 51 159
Other assets 5 2 – 3

275 164 51 162

Financing costs are capitalized on intangible assets under development, including allowance for funds used during
construction on regulated assets, and were $3 million in 2009 (2008 – $3 million). 
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8. Regulatory Assets and Liabilities
Regulatory assets and liabilities arise as a result of the rate-making process. Hydro One has recorded the following
regulatory assets and liabilities:

December 31 (Canadian dollars in millions) 2009 2008

Regulatory assets: 
Regulatory future income tax asset 683 –
Environmental 327 253
Rural and remote rate protection variance account 24 17
Regulatory asset recovery account II 19 43
Smart meters 19 3
Revenue recovery account 18 25
Other 15 14

Total regulatory assets 1,105 355
Less: current portion 72 64

1,033 291

December 31 (Canadian dollars in millions) 2009 2008

Regulatory liabilities:
Deferred pension 424 441
Regulatory liability refund account 49 73
Regulatory future income tax liability 32 –
Retail settlement variance accounts 29 31
Regulatory asset recovery account I 23 19
Export and wheeling fees 15 27
External revenue variance account 12 –
Other 20 16

Total regulatory liabilities 604 607
Less: current portion 100 43

504 564

Regulatory Assets

Regulatory Future Income Tax Asset and Liability
Future income taxes are recognized on temporary differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit. The Company has
recognized regulatory assets and liabilities which correspond to future income taxes that flow through the rate-making
process. In the absence of rate-regulated accounting, the Company’s provision for PILs would have been recognized using
the liability method and there would be no regulatory accounts set up for taxes to be recovered through future rates. As a
result the provision for PILs would have been higher by approximately $127 million (2008 – $79 million) including the impact
of a change in substantively enacted tax rates.

Environmental 
Hydro One records a liability for the estimated future expenditures required to remediate past environmental contamination 
(see Note 13). Because such expenditures are expected to be recoverable in future rates, the Company has recorded an
equivalent amount as a regulatory asset. In 2008, this regulatory asset increased by $195 million to reflect the additional
liability recorded in respect of the issuance of Environment Canada’s final PCB regulations. In 2009, the regulatory asset
increased by $30 million to reflect related increases in the Company’s PCB liability and by $40 million for an increase in the
land assessment and remediation (LAR) liability. 

The environmental regulatory asset is amortized to results of operations based on the pattern of actual expenditures
incurred. The OEB has the discretion to examine and assess the prudence and the timing of recovery of all of Hydro One’s
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actual environmental expenditures. In the absence of rate-regulated accounting, operation, maintenance and administration
expenses would have been higher by $70 million (2008 – $195 million). In addition, amortization expense in 2009 would have
been lower by $9 million (2008 – $14 million) and financing charges would have been higher by $13 million (2008 – $7 million). 

Rural and Remote Rate Protection Variance Account (RRRP)
Hydro One receives rural rate protection amounts from the IESO. A portion of these amounts is provided to retail
customers of Hydro One Networks who are eligible for rate protection. In 2002, the OEB approved a mechanism to
collect the RRRP through the Wholesale Market Service Charge. Variances between the amounts remitted by the IESO to
Hydro One and the fixed entitlements defined in the regulation, and subsequent OEB utility rate decisions, are tracked by
the Company in the RRRP variance account to be disposed of at a later date. 

Regulatory Asset Recovery Account II (RARA II) or Rider 2
On April 12, 2006, the OEB announced its decision regarding the Company’s rate application in respect of the Distribution
Business of Hydro One Networks. As part of this decision, the OEB also approved the distribution-related deferral account
balances sought by Hydro One. The OEB ordered that the approved balances be recovered on a straight-line basis over a
four-year period from May 1, 2006 to April 30, 2010. The RARA II includes retail settlement and cost variance amounts and
distribution low-voltage service amounts, plus accrued interest. In the absence of rate-regulated accounting, amortization
expense in 2009 would have been lower by $23 million (2008 – $23 million). In addition, related financing charges would
have remained the same (2008 – higher by $2 million).

Smart Meters
On March 21, 2006, the OEB approved the establishment of regulatory deferral accounts for smart meter-related
expenditures and approved a monthly rate adder charge of $0.27 and $0.28 cents per residential metered customer for
Hydro One Networks and Hydro One Brampton, respectively. The Company recorded a regulatory asset consisting of the
net balance of capital and operating expenditures for smart meters, less recoveries received from the rate adder. Effective
May 1, 2007, the OEB increased the monthly adder to $0.93 cents and $0.67 cents per metered customer for Hydro One
Networks and Hydro One Brampton, respectively.

On August 8, 2007, the OEB issued its decision allowing certain expenditures incurred by Hydro One Networks and
Hydro One Brampton associated with minimum functionality for advanced metering infrastructure to be recovered and
allowing certain capital expenditures to be included in rate base. As a result of this decision, the Company discontinued
recording its smart meter expenditures as regulatory assets and instead began recording such expenditures as capital
expenditures or as operation, maintenance and administration costs as appropriate. This OEB decision also required that
revenues for smart meter expenditures not yet reviewed and approved, be recorded based upon a calculated revenue
requirement in the same regulatory deferral account as amounts received under the approved smart meter rate adders. 
As a result, the difference between revenue recorded on this basis and actual recoveries received under existing rate
adders is reflected as the carrying value of the regulatory asset account. 

On December 18, 2008, as part of the OEB’s decision on 2008 distribution rates, the OEB approved the recovery of certain
excess functionality expenditures and the under-recovery of smart meter minimum functionality expenditures (revenue
requirement net of revenue received from the monthly rate adder). The expenditures related to excess functionality are
being recovered through the regulatory liability refund account. 

Effective May 1, 2009, the OEB increased the respective monthly rate adders for Hydro One Brampton and Hydro One
Networks’ residential customers to $1.00 and $1.65 per month per metered customer. Hydro One Networks, as part of its
application for 2010 and 2011 distribution rates, has requested the approval for the disposition of costs exceeding
minimum functionality and the under-recovery of smart meter minimum functionality expenditures (revenue requirement
net of revenue received from the monthly rate adder) through to December 31, 2008.

Revenue Recovery Account (RRA) or Rider 4
On December 18, 2008, the OEB announced its decision regarding the Company’s rate application in respect of the
Distribution Business of Hydro One Networks. The approved rates were effective May 1, 2008, with an implementation date
of February 1, 2009. The OEB approved the establishment of the RRA to record the revenue differential between existing
distribution rates and the new rates. The OEB ordered that the approved revenue requirement be retroactively recovered,
through a rate rider, over a period of 27 months commencing February 1, 2009, and ending April 30, 2011. 
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Regulatory Liabilities

Deferred Pension 
In accordance with the OEB’s 1999 transitional rate order, pension costs are recorded in results of operations when
employer contributions are paid into the pension plan. The Company’s deferred pension asset represents the cumulative
difference between employer contributions and pension costs and the deferred pension regulatory liability results from the
Company’s recognition, as the result of OEB direction, of revenues and expenses in different periods than would be the
case for an unregulated enterprise. In the absence of rate-regulated accounting, operating, maintenance and
administration expense would have been higher by $9 million (2008 – lower by $38 million). 

Regulatory Liability Refund Account (RLRA) or Rider 3
On December 18, 2008, the OEB announced its decision regarding the Company’s rate application in respect of the
Distribution Business of Hydro One Networks. As part of the decision, the OEB also approved certain distribution-related
deferral account balances sought by Hydro One in its application including retail settlement variance amounts, deferred tax
changes, OEB costs and smart meters. Amounts for which recovery was approved represented balances incurred prior to
April 30, 2008, plus associated interest. The OEB ordered that the approved balances be aggregated into a single
regulatory account to be recovered over a 27-month period from February 1, 2009 to April 30, 2011. 

Retail Settlement Variance Accounts (RSVA) 
Hydro One has deferred certain retail settlement variance amounts under the provisions of Article 490 of the OEB’s
Accounting Procedures Handbook. The OEB’s December 9, 2004 decision allowed for recovery of RSVA accumulated prior to
December 31, 2003, inclusive of interest, within the RARA I. The OEB’s April 12, 2006 decision allowed for recovery of RSVA
accumulated since January 1, 2004, and forecasted through to April 30, 2006, inclusive of interest, within the RARA II. The
OEB’s December 18, 2008 decision allowed for recovery of RSVA accumulated since May 1, 2006 through to April 30, 2008,
inclusive of interest, within the RLRA. Hydro One Networks has accumulated a net liability in its RSVA since May 1, 2008. 

Regulatory Asset Recovery Account I (RARA I) or Rider 1
On December 9, 2004, the OEB issued a decision on the prudence of the distribution-related deferral account balances 
for which recovery was sought by Hydro One in its May 31, 2004 application. Amounts for which recovery was approved
represented balances incurred prior to December 31, 2003, plus associated interest. The OEB ordered that the approved
amounts be aggregated into a single regulatory account to be recovered on a straight-line basis over the period ending
April 30, 2008. The RARA I included Distribution Business low-voltage services amounts, deferred environmental
expenditures incurred in 2001 and 2002, deferred market ready expenditures, retail settlement variance amounts, and other
amounts primarily consisting of accrued interest. Hydro One Networks has accumulated a net liability in its RARA I account
since May 1, 2008, due to continuance of the rate rider. In the absence of rate-regulated accounting, amortization expense
in 2009 would have remained the same (2008 – lower by $5 million). 

Export and Wheeling Fees 
Consistent with the IESO’s Market Rules, an export and wheeling fee is collected by the IESO and remitted to Hydro One
at the rate of $1 per MWh on electricity exported outside of Ontario. The amounts collected in respect of these export 
and wheeling fees, plus interest, were taken into consideration in the revenue requirement of Hydro One Networks’
Transmission Business as part of the Company’s transmission rate application filed with the OEB in September 2006. On
August 16, 2007, the OEB issued its decision in respect of the Company’s transmission rate application and approved final
amounts and disposition treatments for the export wheeling fees. The export wheeling fees will be factored into rates over
a four-year period ending December 31, 2010. 

External Revenue Variance Account
On May 28, 2009, the OEB issued its decision regarding the 2009 and 2010 rates for the Transmission Business of Hydro One
Networks. As part of the decision, the OEB approved forecasted amounts related to export service revenue, external revenue
from secondary land use and external revenue from station maintenance and engineering and construction work. These
revenue sources are an offset to the Company’s revenue requirement, and as such, the OEB requested the establishment of
new variance accounts to capture any difference between the forecasted and actual revenues from these sources of external
revenue. The balance reflects the excess of 2009 external revenue compared to the OEB-approved forecast. 
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9. Debt
December 31 (Canadian dollars in millions) 2009 2008

Long-term debt:
3.95% notes due 2009 – 400
7.15% debentures due 2010 400 400
3.89% notes due 2010 200 100
4.08% notes due 20111 250 250
6.40% notes due 2011 250 250
5.77% notes due 2012 600 600
5.00% notes due 2013 600 400
3.13% notes due 2014 250 –
4.64% notes due 2016 450 450
5.18% notes due 2017 600 600
7.35% debentures due 2030 400 400
6.93% notes due 2032 500 500
6.35% notes due 2034 385 385
5.36% notes due 2036 600 600
4.89% notes due 2037 400 400
6.03% notes due 2039 300 –
5.49% notes due 2040 300 –
6.59% notes due 2043 315 315
5.00% notes due 2046 75 75

6,875 6,125
Add: Unrealized hedged loss1 11 15
Less: Long-term debt payable within one year (600) (400)

Net unamortized premiums 24 20
Unamortized debt issuance costs (29) (27)

Long-term debt 6,281 5,733

1 The unrealized hedged loss relates to the MTN Series 14 Note, which is accounted for as a fair value hedge. The unrealized hedged loss is offset by
the $11 million (2008 – $15 million) unrealized gain on the related fixed-to-floating interest rate swap agreement.

Short-term debt represents promissory notes pursuant to the Company’s Commercial Paper Program. The notes are
denominated in Canadian dollars with varying maturities not exceeding 365 days. In 2009, the notes had a weighted
average interest rate of 0.3%.

Hydro One has a $1,000 million committed and unused revolving standby credit facility with a syndicate of banks maturing
in August 2010. If used, interest on the facility would apply based on Canadian benchmark rates. This credit facility
supports the Company’s Commercial Paper Program.

The Company issues notes for long-term financing under the Medium-Term Note (MTN) Program. On November 19, 2009,
Hydro One issued new notes comprised of medium-term notes with a principal amount of $250 million having a five-year
term and a coupon rate of 3.13%. The notes are due November 19, 2014. 

The maximum authorized principal amount of medium-term notes issuable under this program is $3,000 million, of which,
as at December 31, 2009, $2,750 million was remaining. 

The long-term debt is unsecured and denominated in Canadian dollars. Such debt is summarized by the number of years
to maturity in Note 10.
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10. Carrying and Fair Value of Financial Instruments and 
Risk Management

The carrying value of financial instruments as at December 31, 2009 is as follows:

Other Financial
Derivatives Instruments
Used for Used for Held-for- Loans and Other Financial

(Canadian dollars in millions) Hedging Hedging Trading Receivables Liabilities

Financial assets
Accounts receivable – – – 843 –
Other assets (long-term) 11 – – 2 –

Financial liabilities
Bank indebtedness – – – – 26
Accounts payable and accrued charges1 – – – – 795
Short-term notes payable – – – – 55
Long-term debt – 261 – – 6,620

1 Accounts payable and accrued charges do not include income taxes payable or dividends payable.

The carrying amounts of all financial instruments, except long-term debt, approximate fair value. The fair value of derivative
financial instruments reflects the estimated amount that the Company, if required to settle an outstanding contract, would
have been required to pay or would be entitled to receive at year end. The fair value of long-term debt, provided in the table
below, is based on unadjusted year-end market prices for the same or similar debt of the same remaining maturities. The fair
value measurement of long-term debt is categorized as level 1 as the inputs used reflect quoted prices in an active market. 

December 31 (Canadian dollars in millions) 2009 2008
Carrying Fair Carrying Fair
Value Value Value Value

Long-term debt1 6,875 7,302 6,125 6,128

1 The carrying value of long-term debt represents the par value of the notes and debentures, other than the MTN Series 14 Note, which is designated
as part of a hedging relationship. 

Exposure to market risk, credit risk and liquidity risk arises in the normal course of the Company’s business. 

Market Risk
Market risk refers primarily to the risk of loss that results from changes in commodity prices, foreign exchange rates and
interest rates. The Company does not have commodity risk. The Company does have foreign exchange risk as it enters into
agreements to purchase materials and equipment associated with the Company’s capital programs and projects that are
settled in foreign currencies. This foreign exchange risk is not material, although the Company could in the future decide to
issue foreign currency denominated debt which will be hedged back to Canadian dollars consistent with Hydro One’s risk
management policy. Hydro One is exposed to fluctuations in interest rates as the regulated rate of return for the
Company’s Distribution and Transmission Businesses is derived using a formulaic approach which is based on the forecast
for long-term Government of Canada bond yields and the spread in 30-year “A” rated Canadian utility bonds over the 
30-year benchmark Government of Canada bond yield. The Company estimates that a 1% decrease in the forecast long-
term Government of Canada bond yield or the “A” rated Canadian utility spread used in determining the Company’s rate
of return would reduce its Transmission Business’ results of operations by approximately $15 million and its Distribution
Business’ results of operations by approximately $10 million. 

Credit Risk
Financial assets create credit risk that a counter-party will fail to discharge an obligation, causing a financial loss. As at
December 31, 2009, there were no significant concentrations of credit risk with respect to any class of financial assets. The
Company’s revenue is earned from a broad base of customers. As a result, Hydro One did not earn a significant amount of
revenue from any individual customer. As at December 31, 2009, there were no significant balances of accounts receivable
due from any single customer.
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In the year, the Company’s provision for bad debts remained relatively unchanged at $25 million (2008 – $23 million). 
Minor adjustments and write-offs were determined on the basis of a review of overdue accounts, taking into consideration
historical experience. As at December 31, 2009, approximately 4% of the Company’s accounts receivable were aged more
than 60 days.

Hydro One manages its counter-party credit risk through various techniques including entering into transactions with highly
rated counter-parties; limiting total exposure levels with individual counter-parties consistent with the Company’s Board-
approved Credit Risk Policy; entering into master agreements which enable net settlement and the contractual right of
offset; and monitoring the financial condition of counter-parties. The Company’s credit risk for accounts receivable is
limited to the carrying amount on the Consolidated Balance Sheet.

The Company uses derivative financial instruments to manage interest rate risk. Hydro One may enter into derivative
agreements such as forward-starting pay-fixed-interest rate swap agreements to hedge against the effect of future 
interest rate movements on long-term fixed rate borrowing requirements. No such agreements were outstanding as at
December 31, 2009. 

Derivative financial instruments result in exposure to credit risk since there is a risk of counter-party default. As at 
December 31, 2009, the only derivative instrument held by Hydro One was a $250 million fixed-to-floating interest rate
swap agreement to convert the 4.08% coupon note maturing March 3, 2011, into a three-month variable rate debt. The
counter-party credit risk exposure on the fair value of this interest rate swap contract is $11 million as at December 31, 2009. 

Liquidity Risk
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due. Short-term liquidity is
provided through cash and cash equivalents on hand, funds from operations and the Company’s Commercial Paper
Program, under which it is authorized to issue up to $1,000 million in short-term notes with a term to maturity of less than
365 days. The Commercial Paper Program is supported by committed revolving credit facilities with a syndicate of banks of
$1,000 million as at December 31, 2009, maturing August 20, 2010. The short-term liquidity available to the Company
should be sufficient to fund normal operating requirements.

As at December 31, 2009, accounts payable and accrued charges in the amount of $800 million and the short-term notes
payable in the amount of $55 million are expected to be settled in cash at their carrying amounts within the next year.
Long-term debt maturing over the next 12 months is $600 million. Interest payments over the next 12 months on the
Company’s outstanding short-term notes payable and long-term debt amount to $372 million.

As at December 31, 2009, Hydro One has issued long-term debt in the amount of $6,875 million and the Company is
required to make interest payments in the amount of $5,967 million. Principal outstanding, interest payments and related
weighted average interest rates are summarized by the number of years to maturity in the following table.

Principal Outstanding on
Notes and Debentures Interest Payments Weighted Average 

(Canadian dollars (Canadian dollars Interest Rate
Years to Maturity in millions) in millions) (Percent)

1 year 600 372 6.1
2 years 500 345 5.2
3 years 600 324 5.8
4 years 600 289 5.0
5 years 250 259 3.1

2,550 1,589 5.3
6–10 years 1,050 1,121 4.9
Over 10 years 3,275 3,257 6.1

6,875 5,967 5.6
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11. Capital Management 
The Company’s objectives with respect to its capital structure are to maintain effective access to capital on a long-term
basis at reasonable rates, and to deliver appropriate financial returns. In order to ensure ongoing effective access to capital,
the Company targets to maintain an “A” category long-term credit rating. 

The Company considers its capital structure to consist of shareholder’s equity, short-term notes payable, long-term debt and
cash and cash equivalents. The Company’s capital structure as at December 31, 2009 and December 31, 2008 was as follows:

(Canadian dollars in millions) 2009 2008

Short-term notes payable 55 –
Long-term debt payable within one year 600 400
Less: Cash and cash equivalents (26) 16

681 384

Long-term debt 6,281 5,733
Preferred shares 323 323
Common shares 3,314 3,314
Retained earnings 1,791 1,497

5,428 5,134
Total capital 12,390 11,251

For the purposes of this table and the Consolidated Statements of Cash Flows, “cash and cash equivalents” refers to the
Consolidated Balance Sheet items “cash” and “bank indebtedness.”

The Company has customary covenants typically associated with long-term debt. Among other things, Hydro One’s long-
term debt and credit facility covenants limit the permissible debt to 75% of the Company’s total capitalization, limit the
ability to sell assets and impose a negative pledge provision, subject to customary exceptions. At December 31, 2009,
Hydro One is in compliance with all of these covenants and limitations. 

12. Employee Future Benefits 
Hydro One has a contributory defined benefit pension plan covering all regular employees of Hydro One and its
subsidiaries, except Hydro One Brampton. Employees of Hydro One Brampton participate in the Ontario Municipal
Employees Retirement System (OMERS), a multi-employer public sector pension fund. Current contributions by Hydro One
Brampton are approximately $1 million annually.

Plan Asset Mix
Hydro One’s pension plan asset mix at December 31, 2009 and 2008 was as follows:

% of Plan Assets
December 31 2009 2008

Equity securities 63.3 62.0
Debt securities 32.9 33.3
Other 3.8 4.7

100.0 100.0

Supplementary Information
The Hydro One pension plan does not hold any direct securities of the Company, but did hold debt securities of the
Province of $88 million at December 31, 2009 and 2008.

The Company’s pension plan provides benefits based on highest three-year average pensionable earnings. For new
management employees who commenced employment on or after January 1, 2004, and for new Society of Energy
Professionals hired after November 17, 2005, benefits are based on highest five-year average pensionable earnings. After
retirement, pensions are indexed to inflation. The measurement date used to determine plan assets and the accrued
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benefit obligation is December 31. Based on the actuarial valuation filed with the Financial Services Commission of Ontario
(FSCO) on September 20, 2007, effective for December 31, 2006, the Company contributed $112 million to its pension plan
in respect of 2009 (2008 – $101 million), all of which is required to satisfy minimum funding requirements. Contributions are
payable one month in arrears. All of the contributions are expected to be in the form of cash. Contributions after 2009 will
be based on an actuarial valuation effective December 31, 2009, and will depend on future investment returns and changes
in benefits or actuarial assumptions.

Total cash payments for employee future benefits made in 2009, consisting of cash contributed by the Company to its
funded pension plan and cash payments directly to beneficiaries for its unfunded other benefit plans, was $155 million 
(2008 – $142 million).

Pension Asset Transfer
Effective March 1, 2002, Hydro One began receiving a range of services from Inergi LP (Inergi), including information
technology, customer care, supply chain and certain human resources and financial services. In connection with this
agreement, the Company transferred approximately 770 regular employees to Inergi. On March 10, 2008, the Company
was granted consent from the FSCO to transfer pension assets and related pension liabilities for affected employees from
the Hydro One Pension Plan to the Inergi Pension Plan. Under the agreement, the Company recognized a settlement of
$21 million in its results of operations for the first quarter of 2008, inclusive of a related interest credit of $6 million. The
pension asset transfer took place in the second quarter of 2008. 

Employee Future 
Pension Benefits Other Than Pension

Year ended December 31 (Canadian dollars in millions) 2009 2008 2009 2008

Change in accrued benefit obligation
Accrued benefit obligation, January 1 4,007 5,077 874 1,094
Current service cost 73 98 19 22
Interest cost 286 277 63 60
Benefits paid (270) (272) (43) (41)
Plan amendments – – – –
Net actuarial loss (gain) 644 (1,173) 91 (261)
Accrued benefit obligation, December 31 4,740 4,007 1,004 874

Change in plan assets
Fair value of plan assets, January 1 3,836 5,100 – –
Actual return on plan assets 642 (1,121) – –
Reciprocal transfers2 6 21 – –
Benefits paid (270) (272) – –
Employer’s contributions1 112 101 – –
Employees’ contributions 21 20 – –
Administrative expenses (11) (13) – –
Fair value of plan assets, December 31 4,336 3,836 – –

Funded status
Unfunded benefit obligation (404) (171) (1,004) (874)
Unamortized net actuarial losses (gains) 814 594 10 (92)
Unamortized past service costs 14 18 14 18
Deferred pension asset (accrued benefit liability) 424 441 (980) (948)
Less: current portion – – 40 40
Deferred pension asset (long-term liability) 424 441 (940) (908)

1 In January 2010, the Company made a contribution of $10 million in respect of 2009 (2009 – $10 million in respect of 2008). 

2 In August 2008, the Hydro One Pension Plan received $21 million in reciprocal transfers, of which $19 million represents a reciprocal transfer of
assets from the Inergi Pension Plan. 
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Employee Future 
Pension Benefits Other Than Pension

Year ended December 31 (Canadian dollars in millions) 2009 2008 2009 2008

Components of net periodic benefit cost
Current service cost, net of employee contributions 52 78 19 22
Interest cost 286 277 63 60
Actual return on plan asset net of expenses (631) 1,113 – –
Actuarial loss (gain) 644 (1,173) 91 (261)
Other (1) – – –

Costs arising in the period 350 295 173 (179)
Differences between costs arising in the period and 
costs recognized in the period in respect of:
Return on plan assets 359 (1,465) – –
Actuarial (gain) loss (584) 1,206 (101) 269
Plan amendments 4 4 4 4
Net periodic benefit cost 129 40 76 94
Charged to results of operations3 68 63 50 57

Effect of 1% increase in health care cost trends on:
Accrued benefit obligation, December 31 – – 141 108
Service cost and interest cost – – 13 14

Effect of 1% decrease in health care cost trends on:
Accrued benefit obligation, December 31 – – (113) (88)
Service cost and interest cost – – (10) (11)

Significant assumptions
For net periodic benefit cost:
Expected rate of return on plan assets 7.25% 7.00% – –
Weighted average discount rate 7.25% 5.50% 7.25% 5.50%
Rate of compensation scale escalation (without merit) 2.75% 3.00% 2.75% 3.00%
Rate of cost of living increase 2.00% 2.25% 2.00% 2.25%
Average remaining service life of employees (years) 10 10 11 11
Rate of increase in health care cost trend4 – – 4.81% 4.40%

For accrued benefit obligation, December 31:
Weighted average discount rate 6.50% 7.25% 6.50% 7.25%
Rate of compensation scale escalation (without merit) 2.50% 2.75% 2.50% 2.75%
Rate of cost of living increase 2.00% 2.00% 2.00% 2.00%
Rate of increase in health care cost trend5 – – 4.81% 4.81%

3 The Company follows the cash basis of accounting. During 2009, pension costs of $113 million (2008 – $103 million) were attributed to labour, of which
$68 million (2008 – $63 million) was charged to operations and $45 million (2008 – $40 million) was capitalized as part of the cost of fixed assets.

4 8.81% in 2009 grading down to 4.81% per annum in and after 2029 (2008 – 8.33% in 2008 grading down to 4.40% per annum in and after 2018).

5 8.57% in 2010 grading down to 4.81% per annum in and after 2029 (2008 – 8.81% in 2009 grading down to 4.81% per annum in and after 2023).
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13. Environmental Liabilities
December 31 (Canadian dollars in millions) 2009 2008

Environmental liabilities, January 1 253 65
Interest accretion 13 7
Expenditures (9) (14)
Revaluation adjustment 70 195
Environmental liabilities, December 31 327 253
Less: current portion (24) (16)

303 237

Estimated future environmental expenditures for each of the five years subsequent to December 31, 2009, and in total
thereafter are as follows: 2010 – $24 million; 2011 – $34 million; 2012 – $34 million; 2013 – $42 million; 2014 – $37 million
and thereafter – $218 million. 

Consistent with its accounting policy for environmental costs, Hydro One records a liability for the estimated future
expenditures associated with the phase-out and destruction of PCB-contaminated insulating oil from electrical equipment
and for the assessment and remediation of contaminated lands. The Company’s liability is based on management’s best
estimate of the present value of the future expenditures expected to be required to comply with existing regulations. 

There are uncertainties in estimating future environmental costs due to potential external events such as changing legislation
or regulations and advances in remediation technologies. All factors used in estimating the Company’s environmental
liabilities represent management’s best estimates of the costs required to meet existing legislation or regulations. However, it
is reasonably possible that numbers or volumes of contaminated assets, cost estimates to perform work, inflation assumptions
and the assumed pattern of annual cash flows may differ significantly from the Company’s current assumptions. In addition,
for the PCB program, the availability of critical resources such as skilled labour and replacement assets and the ability to
take maintenance outages in critical facilities may influence the timing of expenditures. Estimated environmental liabilities
are reviewed annually or more frequently if significant changes in regulation or other relevant factors occur. Estimate changes
are accounted for prospectively.

In determining the amounts to be recorded as environmental liabilities, the Company estimates the current cost of
completing required work and makes assumptions as to when the future expenditures will actually be incurred, in order to
generate future cash flow information. A long-term inflation assumption of approximately 2% has been used to express
these current cost estimates as estimated future expenditures. Future environmental expenditures have been discounted
using factors ranging from 3.75% to 6.25%, depending on the appropriate rate for the period when increases in the
obligations were first recorded. 

PCBs
On September 17, 2008, Environment Canada published its final regulations governing the management, storage and
disposal of PCBs. These regulations were enacted under the Canadian Environmental Protection Act, 1999. The regulations
impose timelines for disposal of PCBs based on criteria including type of equipment, in-use status and PCB-contamination
thresholds. All PCBs in concentrations of 500 parts per million (ppm) or more, except specified equipment, had to be
disposed of by the end of 2009. However, in 2009, Hydro One sought and received an extension until 2014 for removal of
certain station equipment that could be contaminated in excess of this threshold. Under the regulations, PCBs in
equipment in concentrations greater than 50 ppm and less than 500 ppm, or more than 50 ppm for pole-top transformers,
pole-top auxiliary electrical equipment and light ballasts must be disposed of by the end of 2025. In addition, liquids with 
2 ppm or more that have been removed from equipment cannot be reused.

Management judges that the Company has very limited PCB-contaminated assets in excess of 500 ppm. Priority will be
given to targeting inspection and testing work toward identifying and removing PCBs in assets that must be compliant by
2014. Assets to be disposed of by 2025 primarily consist of pole-mounted distribution line transformers and light ballasts.
Contaminated distribution and transmission station equipment will generally be replaced or will be decontaminated by
removing PCB-contaminated insulating oil and retrofilling with less than 2 ppm replacement oil. 
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Management’s best estimate of the total estimated future expenditures to comply with PCB regulations is about $320 million.
These expenditures will be incurred over the period from 2010 to 2025. As a result of its most recent cost estimate to comply
with Environment Canada’s PCB regulations and Environment Canada interpretations thereof, the Company has increased its
December 31, 2009 environmental liability by approximately $30 million compared to September 30, 2009. 

LAR
As a result of 2009 changes to provincial regulations governing land contamination mitigation and changes in acceptable
regulated contamination thresholds, as well as other factors, the Company reviewed its liability for contaminated LAR. As a
result of this review, the Company recorded a $40 million increase in its related liability, as compared to September 30,
2009. The Company’s best estimate of the total future expenditures to complete its LAR program is about $69 million. As
part of its review, the Company extended the term of its planned program for distribution properties from 2013 to 2020 and
for transmission properties from 2015 to 2020.

Asbestos-Containing Materials
As a result of regulatory changes, Hydro One expects to incur future expenditures to identify, remove and dispose of
asbestos-containing materials installed in some of its facilities. The Company plans to undertake additional studies, using
the assistance of external experts as required, to estimate the incremental expenditures associated with removing such
materials prior to facility demolition. This information will allow the Company to reasonably estimate and record any
obligation it may have to incur such expenditures. The Company also anticipates that such future expenditures will be
recoverable in future electricity rates.

14. Share Capital
Common and Preferred Shares
On March 31, 2000, the Company issued to the Province 12,920,000 5.5% cumulative preferred shares with a redemption
value of $25.00 per share, and 99,990 common shares, bringing the total number of outstanding common shares to
100,000. The Company is authorized to issue an unlimited number of preferred and common shares. 

The preferred shares are entitled to an annual cumulative dividend of $18 million, which is payable on a quarterly basis.
The preferred shares are redeemable at the option of the Province at a price of $25 per share, representing the stated
value, plus any accrued and unpaid dividends if the Province sells a number of the common shares which it owns to the
public such that the Province’s holdings are reduced to less than 50% of the common shares of the Company. Hydro One
may elect, without condition, to pay all or part of this redemption price by issuing additional common shares to the
Province. If the Province does not exercise its redemption right, the Company would have the ability to adjust the dividend
on the preferred shares to produce a yield that is 0.50% less than the then-current dividend market yield for similarly rated
preferred shares. The preferred shares do not carry voting rights, except in limited circumstances, and would rank in priority
over the common shares upon liquidation.

Dividends
Common dividends are declared at the sole discretion of the Hydro One Board of Directors, and are recommended by
management based on results of operations, financial condition, cash requirements and other relevant factors such as
industry practice and shareholder expectations. 

In 2009, preferred dividends in the amount of $18 million (2008 – $18 million) and common dividends in the amount of
$170 million (2008 – $241 million) were declared. 

Earnings per Share
Earnings per share is calculated as net income during the year, after cumulative preferred dividends, divided by the
weighted average number of common shares outstanding during the year. 
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15. Related Party Transactions
The Province, OEFC, IESO, Ontario Power Authority (OPA) and Ontario Power Generation Inc. (OPG) are related parties of
Hydro One. In addition the OEB is related to the Company by virtue of its status as a Provincial Crown Corporation.
Transactions between these parties and Hydro One were as follows: 

Hydro One received revenue for transmission services from IESO, based on UTRs approved by the OEB. Transmission
revenue for 2009 includes $1,119 million (2008 – $1,072 million) related to these services.

Hydro One receives amounts for rural rate protection from the IESO. Distribution revenue for 2009 includes $127 million
(2008 – $127 million) related to this program. Hydro One also received revenue related to the supply of electricity to
remote northern communities from the IESO. Distribution revenue for 2009 includes $31 million (2008 – $21 million)
related to these services.

In 2009, Hydro One purchased power in the amount of $2,296 million (2008 – $2,128 million) from the IESO administered
electricity market, $19 million (2008 – $35 million) from OPG and $11 million (2008 – $18 million) from OEFC. 

Under the Ontario Energy Board Act, 1998, the OEB is required to recover all of its annual operating costs from gas and
electricity distributors and electricity transmitters. In 2009, Hydro One incurred $10 million (2008 – $9 million) in OEB fees.

Hydro One has service level agreements with the other successor corporations. These services include field, engineering,
logistics and telecommunications services. Revenues related to the provision of construction and equipment maintenance
services to the other successor corporations were $13 million (2008 – $12 million), primarily for the Transmission Business.
Operation, maintenance and administration costs related to the purchase of services from the other successor corporations
were less than $2 million (2008 – $1 million).

The OPA funds some of our Conservation Demand Management (CDM) programs. The funding includes program costs,
incentives, management fees and bonuses. In 2009, Hydro One received $23 million from the OPA in respect of the CDM
programs (2008 – $11 million) and had a net accounts receivable of $1 million (2008 – $6 million).

The provision for payments in lieu of corporate income taxes, property taxes and capital taxes was paid or payable to the
OEFC and dividends were paid or payable to the Province.

The amounts due to and from related parties as a result of the transactions referred to above are as follows:

December 31 (Canadian dollars in millions) 2009 2008

Accounts receivable 103 103
Accounts payable and accrued charges (250) (260)

Included in accounts payable and accrued charges are amounts owing to the IESO in respect of power purchases of
$211 million (2008 – $225 million). 
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16. Consolidated Statements of Cash Flows
For the purposes of the Consolidated Statements of Cash Flows, “cash and cash equivalents” refers to the Consolidated
Balance Sheet items “cash” and “bank indebtedness.” The changes in non-cash balances related to operations consist of
the following:

Year ended December 31 (Canadian dollars in millions) 2009 2008

Accounts receivable (increase) decrease (89) 5
Materials and supplies (increase) decrease (2) 4
Accounts payable and accrued charges increase – 58
Accrued interest increase 10 9
Long-term accounts payable and other liabilities increase (decrease) 4 (1)
Employee future benefits other than pension increase 32 53
Other 7 (3)

(38) 125

Supplementary information:
Interest paid 361 330
Payments in lieu of corporate income taxes 77 145

17. Contingencies 
Legal Proceedings
Hydro One is involved in various lawsuits, claims and regulatory proceedings in the normal course of business. In the
opinion of management, the outcome of such matters, except as noted below, will not have a materially adverse effect on
the Company’s consolidated financial position, results of operations or cash flows. 

On March 29, 1999, the Whitesand First Nation Band commenced an action in the Ontario Superior Court of Justice,
naming as defendants the Province, the Attorney General of Canada, Ontario Hydro, OEFC, OPG and the Company. On
May 24, 2001, the Whitesand First Nation Band issued an almost identical claim against the same parties. The May 24, 2001
case was consolidated in 2004 with a similar claim by Red Rock First Nation Band, which commenced on September 7,
2001, as all procedural issues in both matters were the same. There is now one action in which the claims of both the
Whitesand First Nation Band and the Red Rock First Nation Band are set out. These actions seek declaratory relief,
injunctive relief and damages in an unspecified amount. The claims arise out of flooding activities of Ontario Hydro and the
alleged effects of flooding on lands in which the two First Nations claim an interest. By an agreement dated May 2009, all
parties entered into an agreement to dismiss all of the actions against Hydro One without costs.

Transfer of Assets
The transfer orders by which we acquired certain of Ontario Hydro’s businesses as of April 1, 1999, did not transfer title to
some assets located on lands held for bands or bodies of Indians under the Indian Act (Canada). Currently, OEFC holds
these assets. Under the terms of the transfer orders, we are required to manage these assets until we have obtained all
consents necessary to complete the transfer of title of these assets to us. We cannot predict the aggregate amount that we
may have to pay, either on an annual or one-time basis, to obtain the required consents. However, we anticipate having to
pay annually more than the $822,000 that we paid to these Indian bands and bodies in 2009. If we cannot obtain consents
from the Indian bands and bodies, OEFC will continue to hold these assets for an indefinite period of time. If we cannot
reach a satisfactory settlement, we may have to relocate these assets from the Indian lands to other locations at a cost that
could be substantial or, in a limited number of cases, to abandon a line and replace it with diesel-generation facilities. The
costs relating to these assets could have a material adverse effect on our net income if we are not able to recover them in
future rate orders. 
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18. Commitments
Agreement with Inergi
Effective March 1, 2002, Inergi LP (a wholly owned subsidiary of Cap Gemini Canada Inc.) began providing services to
Hydro One. As a result of this initiative, Hydro One receives from Inergi a range of services including information
technology, customer care, supply chain and certain human resources and finance services for a 10-year period. Inergi
billing for these services has ranged between $93 million and $130 million per year and is subject to external benchmarking
every three years to ensure Hydro One is receiving a defined competitive and continuously improved price. In connection
with this agreement, on March 1, 2002, the Company transferred approximately 900 employees to Inergi, including about
130 non-regular employees.

The annual commitments under the agreement in each of the five years subsequent to December 31, 2009, and in total
thereafter are as follows: 2010 – $104 million; 2011 – $101 million; 2012 – $17 million; 2013 – $nil; 2014 – $nil and thereafter –
$nil. The agreement expires on February 29, 2012. 

Prudential Support
Purchasers of electricity in Ontario, through the IESO, are required to provide security to mitigate the risk of their default
based on their expected activity in the market. As at December 31, 2009 and December 31, 2008, the Company provided
prudential support to the IESO on behalf of Hydro One Networks and Hydro One Brampton using only parental
guarantees of $325 million (2008 – $325 million). Prudential support at December 31, 2009, was also provided on behalf of
two distributors using guarantees of $660 thousand (2008 – $nil). The IESO could draw on these guarantees if these
subsidiaries or distributors fail to make a payment required by a default notice issued by the IESO. The maximum potential
payment is the face value of any bank letters of credit plus the nominal amount of the parental guarantee. If Hydro One’s
highest long-term credit rating deteriorated to below the “Aa” category, the Company would be required to resume
providing letters of credit as prudential support. 

Retirement Compensation Arrangements
Bank letters of credit have been issued to provide security for the Company’s liability under the terms of a trust fund
established pursuant to the supplementary pension plan for the employees of Hydro One and its subsidiaries. The trustee is
required to draw upon the letters of credit if Hydro One is in default of its obligations under the terms of this plan. Such
obligations include the requirement to provide the trustee with an annual actuarial report as well as letters of credit sufficient
to secure the Company’s liability under the plan, to pay benefits payable under the plan and to pay the letter of credit fee.
The maximum potential payment is the face value of the bank letters of credit. As at December 31, 2009, Hydro One had
bank letters of credit of $107 million (2008 – $107 million) outstanding relating to retirement compensation arrangements.

Operating Leases
The future minimum lease payments under operating leases for each of the five years subsequent to December 31, 2009,
and in total thereafter are as follows: 2010 – $9 million; 2011 – $5 million; 2012 – $7 million; 2013 – $6 million; 2014 –
$6 million and thereafter – $26 million.
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19. Segment Reporting
Hydro One has three reportable segments:

• The Transmission Business, which comprises the core business of providing transportation and connection services, 
is responsible for transmitting electricity throughout the Ontario electricity grid; 

• The Distribution Business, which comprises the core business of delivering and selling electricity to customers; and 

• The “other” segment, which primarily consists of the telecommunications business. 

The designation of segments is based on a combination of regulatory status and the nature of the products and services
provided. The accounting policies followed by the segments are the same as those described in the summary of significant
accounting policies (see Note 2). Segment information on the above basis is as follows:

Year ended December 31 (Canadian dollars in millions) Transmission Distribution Other Consolidated

2009
Segment profit
Revenues 1,147 3,534 63 4,744
Purchased power – 2,326 – 2,326
Operation, maintenance and administration 438 564 55 1,057
Depreciation and amortization 240 287 10 537
Income (loss) before financing charges and provision for 
payments in lieu of corporate income taxes 469 357 (2) 824
Financing charges 308
Income before provision for payments in lieu of
corporate income taxes 516
Capital expenditures 918 643 5 1,566

2008
Segment profit
Revenues 1,212 3,334 51 4,597
Purchased power – 2,181 – 2,181
Operation, maintenance and administration 387 531 47 965
Depreciation and amortization 254 287 7 548
Income (loss) before financing charges and provision for 
payments in lieu of corporate income taxes 571 335 (3) 903
Financing charges 292
Income before provision for payments in lieu of
corporate income taxes 611
Capital expenditures 704 570 10 1,284

December 31 (Canadian dollars in millions) 2009 2008

Total assets
Transmission 9,118 7,877
Distribution 6,531 5,873
Other 161 128

15,810 13,878

All revenues, costs and assets, as the case may be, are earned, incurred or held in Canada. 
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20. Subsequent Events
On January 22, 2010, Hydro One issued $500 million in notes under the Company’s MTN Program. The issue was an
additional offering of 3.13% notes maturing on November 19, 2014, originally issued on November 19, 2009. The total
amount outstanding for this issue is now $750 million.

On January 22, 2010, Hydro One entered into two $250 million notional principal amount fixed-to-floating interest rate
swaps to convert $500 million of Hydro One’s 3.13% coupon note maturing November 19, 2014, into three-month variable
rate debt. 

On January 22, 2010, Hydro One purchased $250 million Province of Ontario Floating Rate Notes maturing on November 19, 
2014 as a form of alternate liquidity to supplement its bank credit facilities.

On February 2, 2010, Hydro One entered into an additional $500 million committed revolving credit facility which supports
its Commercial Paper Program and matures February 2013.

On February 3, 2010, Hydro One reduced its $1,000 million committed revolving credit facility maturing on August 20, 2010
by $250 million, to $750 million. 

21. Comparative Figures
The comparative Consolidated Financial Statements have been reclassified from statements previously presented to
conform to the presentation of the December 31, 2009 Consolidated Financial Statements.
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Five-Year Summary of Financial and Operating Statistics

Year ended December 31 (Canadian dollars in millions) 2009 2008 2007 2006 2005

Statement of operations data
Revenues
Transmission 1,147 1,212 1,242 1,245 1,310
Distribution 3,534 3,334 3,382 3,273 3,085
Other 63 51 31 27 21

4,744 4,597 4,655 4,545 4,416

Costs
Purchased power 2,326 2,181 2,240 2,221 2,131
Operation, maintenance and administration 1,057 965 995 880 792
Depreciation and amortization 537 548 521 515 487

3,920 3,694 3,756 3,616 3,410

Regulatory recovery1 – – – – 91
Income before financing charges and provision for 
payments in lieu of corporate income taxes 824 903 899 929 1,006

Financing charges 308 292 295 295 325

Income before provision for payments in lieu 
of corporate income taxes 516 611 604 634 681

Provision for payments in lieu of corporate income taxes 46 113 205 179 198
Net income 470 498 399 455 483
Basic and fully diluted earnings per
common share (Canadian dollars) 4,528 4,797 3,809 4,366 4,652

December 31 (Canadian dollars in millions)

Balance sheet data
Assets
Transmission 9,118 7,877 7,273 6,950 6,813
Distribution 6,531 5,873 5,407 5,161 4,893
Other 161 128 106 99 92

Total assets 15,810 13,878 12,786 12,210 11,798

Liabilities
Current liabilities (including current portion 
of long-term debt) 1,655 1,300 1,452 1,194 1,341
Long-term debt 6,281 5,733 5,063 4,848 4,443
Other long-term liabilities 2,456 1,721 1,385 1,347 1,298

Shareholder’s equity
Share capital 3,637 3,637 3,637 3,637 3,637
Retained earnings 1,791 1,497 1,258 1,184 1,079
Accumulated other comprehensive income (10) (10) (9) – –
Total liabilities and shareholder’s equity 15,810 13,878 12,786 12,210 11,798

1 As a result of the oral and written evidence submitted by Hydro One, on December 9, 2004, the OEB issued a ruling, citing prudence, and approving
recovery of amounts previously delayed by the Electricity Pricing, Conservation and Supply Act, 2002, relating to regulatory deferral account
balances sought by Hydro One in its May 31, 2004 submission. Consequently, a one-time regulatory recovery of $91 million was recorded.
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Five-Year Summary of Financial and Operating Statistics (continued)

Year ended December 31 (Canadian dollars in millions) 2009 2008 2007 2006 2005

Other financial data
Capital expenditures
Transmission 918 704 560 402 349
Distribution 643 570 511 417 338
Other 5 10 20 4 4

Total capital expenditures 1,566 1,284 1,091 823 691

Ratios
Net asset coverage on long-term debt2 1.79 1.84 1.87 1.92 1.93
Earnings coverage ratio3 2.15 2.63 2.67 2.67 2.69

Operating statistics
Transmission
Units transmitted (TWh) 4 139.2 148.7 152.2 151.1 157.0
Ontario 20-minute system peak demand (MW) 4 24,477 24,231 25,809 27,056 26,219
Ontario 60-minute system peak demand (MW) 4 24,380 24,195 25,737 27,005 26,160
Total transmission lines (circuit-kilometres) 28,924 29,039 28,915 28,600 28,547

Distribution
Units distributed to Hydro One customers (TWh) 4 28.9 29.9 30.2 29.0 29.7
Units distributed through Hydro One lines (TWh) 4, 5 43.5 44.7 45.7 44.7 45.6
Total distribution lines (circuit-kilometres) 123,528 123,260 122,933 122,460 122,118
Customers 1,333,920 1,325,745 1,311,714 1,293,396 1,273,768

Total regular employees 5,427 5,032 4,602 4,295 4,189

2 The net asset coverage on long-term debt ratio is calculated as total assets minus total liabilities excluding long-term debt (including current portion)
divided by long-term debt (including current portion). 

3 The earnings coverage ratio has been calculated as the sum of net income, financing charges and provision for payments in lieu of corporate income 
taxes divided by the sum of financing charges, capitalized interest and cumulative preferred dividends. 

4 System-related statistics include preliminary figures for December.

5 Units distributed through Hydro One lines represent total distribution system requirements and include electricity distributed to consumers who
purchased power directly from the IESO. 
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Board Committees

1 Audit and Finance Committee The Audit and Finance Committee oversees the integrity of accounting policies and financial reporting, internal
controls, internal audit, significant corporate risk exposures and financial compliance. The committee met eight times in 2009.

2 Corporate Governance Committee The Corporate Governance Committee is responsible for the Board’s governance of the Company. It recommends 
issues to be discussed at meetings of the Board of Directors, reviews the mandate of the Board and each committee of the Board, conducts
Board Assessments, monitors the quality of management’s relationship with the Board and recommends suitable nominees for election to
the Board of Directors. The committee met seven times in 2009.

3 Human Resources and Public Policy Committee The Human Resources and Public Policy Committee is responsible for reviewing the appropriateness
of our current and future organizational structure, succession plans for corporate and divisional officers, the code of business conduct, the
performance and remuneration of our senior executives, including recommending to the Board the remuneration of the President and CEO,
and for identifying, assessing and providing advice to the Board of Directors on public affairs issues that have a significant impact on us. The
committee met seven times in 2009.

4 Business Transformation Committee The Business Transformation Committee is an advisory committee of the Board established to assist the Board in
its oversight responsibility on matters related to the Company’s enterprise application systems replacement strategy and Smart Grid & Continuous
Innovation Strategy. The committee met four times in 2009.

5 Regulatory and Environment Committee The Regulatory and Environment Committee monitors the Company’s compliance with applicable regulatory
requirements and environmental legislation. The committee oversees compliance programs, policies, standards and procedures and reviews the
Company’s proposals for rate applications, compliance actions and reports. The committee met five times in 2009.

6 Health and Safety Committee The Health and Safety Committee is responsible for reviewing occupational health and safety policies, standards, and
programs and compliance with occupational health and safety legislation, policies and standards, and public health and safety issues. The
committee met four times in 2009.
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CONSOLIDATED FINANCIAL 

Revenues 

Purchased power 
Operuling costs 

Net income 

Net· cash from operations 

Averoge Onto rio 60-mtnvte peok demand IMW)' 

1 System·related sta!istics Include prehminary figures for December. 

1,594 
470 

8 
148 6 
67 4 

121 26 

272 30 
774 4 

l 
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LETTER FROM 

Hydro One's core mandate is the safe, reliable and cost
effective transmission and disfrib~tion of electricity to Ontario 
homes and businesses. In carrying ovt that mondole, Hydro 
One has a second mandate to operate os o commercial 
enterprise. 

The Boord of Directors is responsible for overseeing the 
management of the business and affairs of Hydro One and, 
as such, for overseeing the implementation of both mandates. 
In doing so, the Boord has a general fiduciary responsibility 
and duty of core to oct in the best interest of Hydro One. 
The Boord has a more specific responsibility to ad pursuant 

to the terms of our existing Memorandum of Agreement with 
the Province of Ontario- respecting mandate, governance, 
responsibilities, performance expectations and executive 
compensation. 

I believe the Boord performed very well in 201 0 in 
accordance with such oversight responsibilities. 

Our electricity system confinued to perform reliably, safely 
ond effectively this post year, at o time of investing heavily 
to molntain and upgrade aging infrastructure and to 

accommodate the various demands of the Green Energy Ad 
and of the Province's long-Term Energy Plan to encourage 
renewable energy generation. 

These investments hove had significant rate ramifications. The 

Board is vr:;,ry aware of, and sensitive to, the impact of rate 

increases on our customers, ond we will continue to seek 
productivity improvements to mitigate the costs of these heavy 
investments. 

At the some time, we delivered increased value to our 
shareho.!der We molnlotned ovr !ong-term ''A'' credit roting, 
which enabled us to continue to borrow on odvontogeous 
tenns, thus miligoling the costs of our work plan. 

A major oversight tool for the Boord is the Corporate 
Scorecard, which measures management's performance in 
accordance with ond against the approved Strategic Plan 
and annual Business Plan. I am pleased to report that, for 
201 0, the goals of the Corporale Scorecard were met on 
bolonce. While management compensation was frozen 
pursuant to lhe Restraint Ad, appropriate shorHerm incentive 

compensation was poid to management in accordance w!fh 
our existing plan as permitted by the Restraint Act. 

The Board approved a signlficanl senior management 

reorgon1?:afion, which we believe will enhance the 
performance of the organization. We also approved the 
creation of a new pensiorrinvestment fvodion ond lhe 
creation of a new position of Chief Investment ond Pension 
Officer, which should improve performance of the pension 
fund over the longer term. 

I wont to thank all our employees, and my colleagues on the 
Boord of Directors, for their commi!menllo Hydro One and its 
various stokeholders. 

James Arne» 
Chair of the Boord of Directors 
Hydro One Inc. 



LETTER FROM 

2010 was o year of solid progress on many fronts. We 
are confident in our abi!!ty to ad-rieve- our longerierm 
mission ond vistoo, which will enable us to continue serving 

ovr customers safely, reliably and cost-effectively. 

We ore investing in Onlorio1
S energy future·. Our focus is 

on prudently moinloining and expanding our distribuHon 

and transmission systems while moving to adopt the 
technologies that will improve our value lo our customer$ and 

ovr shareholder. It is cdticol that we moinloin an effective 
balance between our customers' needs and the urgent need 
to sustain our critical transmission and distribution assets and 

connect new sources of renevvable energy. 

We know that meenng the exper;lonons of the people of 
Ontario is a demanding task as our sector goes through o 
dynamic period of growth and change. We are listening to 
our customers and renewing our electricity system to enable 

clean and renewable sources of dectricity. As we mo.ke 

prudent and efficient investments In Ontario's electriclly grid, 
I am confident !hat Hydro One will continue Ia deliver on our 
promise of value in many different wcrys in the years ahead, 

We will continue to operate a safe and reliable system and 
look for increased efficiencies while building the system of 

tomorrow. Our customers deserve vo!ue for the price of the 

setyj.;es they poy far and we remain commified to providing 

di_<JtvqiUt;-_qnd:t~ !rtlproving our customers' $0flsfoction 

With fiydro One, 'Ne '/>'ill plso continue to improve the 

:_s.~stqi?Cllf!ti_ly::Of.:qu_~·op~rotiOn$ ·~m~. ~nhonce our customers' 

~bility lo man~ge their e~ergy <:XJsts (jndefficiency. 

As olwoys, Ol!r focus must be on the safety of our employees. 
Our Journey to Zero program will enable us to fulfill our 

commitment to our coworkers and thek families to be safe in 
our work. We must- be relentless in oor pursuit of this goa!. 

I'd like to thank the employees of Hydro One for their 
dedication and hard work as the industry continues to 
change and transform. Together, we are industry leaders in 
developing the Smorl Grid, we ore faci!itotors in connecting 

renewable energy and we are a financially responsible 

Company providing value to our customers and the Province 

of Ontoria. 

lama Farmus-o 
President ond CEO Hydro One Inc. 



Improvements to system reliability 
Improving the rehabi!ity of Ontario's electricity system meons knowing 

when and where to make upgrades and repairs" By using onolyticol 
information like outage occvrrenc~ and inspection results, we ensure that 

the mosi imporlant upgrades are done first. 

In 20 10, we invested $1 "57 billion in capitol expenditures to improve 
system reliobilily and performance, address an aging power system, 
foci!ilote ihe connection of n~ generation and improve service to our 

customers. 

long-term initlotlves like lhe 500-kV lron.smission line unbundling 

project from Cherrywood TS to Claireville TS provide operational 
and maintenance flexibility" 

Work on the Bruce to Milton Transmission Reinforcement Proiecl moved 

oheod on schedule with lower consJruction undervvoy on segments of 
the line where approvals hove been obtained and land rights hove been 
acquired" The project is expected to be in service by lore 2012 and 
will deliver approximately 3,200 MW of new, renewable and nuclear 
power from the HuroO"Grey-Bruce area." 

Smart meter, smart grid 
Ontario's electrid!y grid is getting smorler. We completed !he insta!lotion 

of more than 1 "3 million smart meters of which more than 1 " I million 
are enabled to oupporl Time<JI'Uoe pricing. This is one of the largest 
deployments of smart meters undertaken by any utility in North America" 
We converted more thon 553,000 customers fo Tlme-of.Use prldng, 

exceeding the Ontario Energy Board's monthly cvmulative 
TimeDI'Use forget. 
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On the ~utting edge of innovation 
Innovation is ploying o key role in the future of Ontario's eledricity 

system. Hydro One has partnered with Ryerson University to establish the 
Centre for Urban Energy, which will research innovative and pracncol 

solutions to urban energy issues. This partnership will help Hydro One 

identify solutions for integrating new technologies and develop the fuhJre 
leaders of the energy sector. 

Hydro One has also partnered with the University of Western Ontario 

and !he University of Waterloo to promote the development of innovative 

e!ectrrcol engineering solutions to connect dean and renewable energy. 
These partnerships also include funding shJdent scholarships and awards. 

We are there when our customers need us 
In 2010, high winds, snow, forest fires and tornadoes caused 

numerous outages across the Province. But customers con count on 

our highly-trained staff to respond rapidly and communiNes con depend 

on ovr mobile. response efforts, which see crews from unaffected oreos 
arriving to help get the power bock on quickly. For example, when 

Chapleau lost power due to a forest fire, Hydro One crews travelled 

from across Ontario to rebuild 15 single and twin pole structures as soon 
as the fire was under control. 

INVESHNO JN INfRASTRUCTURE 
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Strong financial performance 
Total reven"'" for 20 1 0 were $5, 1 24 million, an increase of 

$380 million from 2009. Transmission revenues of $1,307 million 
and distribulion revenues of $3,754 million reflected various rate 

increases in svpport of necessary work program requirements and the 

impact of higher temperolures experienced this summer. 

We al$0 moinloined on "A" credit rating, which means the Company 

is able to oceess the long-term debt morkels at a reaoonoble cost. This 

is critical to completing our work programs cost-effectively. During the 
year, we successfully issued $1 .5 billion of debt financing through our 
Medium-Term Note Progrom. 
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Cost-cutting measures 
As Ontario's largest e!ectricily transmission and distribution company, 
Hydro One must find ways fo balance sustainment of assets and 
offordobilily of elec!ricily: Employees across the Company ore helping 
to find ways to reduce costs and improve produdiviiy. 

Some areas which Hydro One has improved productivily and provided 
value to customers lndude: 
• $34 million in sovings in 20 lO by moving to standardized planning 

and reporting, 
• Automated meter reading associated with smart meters is expected 

to reduce costs by taking meter roods ond detecting meter issues 

remotely rather than dispatching staff, 

Measuring productivity 
In 2009, we introduced fv.to rigorovs new performance metrics: Cost per 

Asset Value for transmission and Cosl per line lenglh for distribution. We 
met both forgets in 201 0 with a transmission unit cost of 4,6 per cent per 
transmission asset and a distribution unit cos! of $6,600 per kilometre 
of line. We will continue to measure and benchmark productivity every 
year, with the gaol of placing in the top quartile when measured against 
comparable North American utilities. 

Connecting renewable energy 
Connecting solar, wind, hydrcre:lectric and biomass generation to the 

electricity grid cHows the Pro>Ance to replace coal generation with 

clean power. Hydro One ploys on important role in the connection 
of renewable energy projects under the Feedin Tariff {FIT) and Micro 
Feedin Tariff {microfll1 programs. In 2010, we connected 2,397 
microfiT projects. In addition, since 2003, we hove connected more 
than 2,000 megawatts of renewable generation and more than 
4,500 megowaHs of natural gas generation. That's enough to power 
42,000 homes for a year. 

VAlUING EVERY DOllAR 

HYDRO ONE ANNUAl REPORT 2010 7 



Making Greener Choites 
Greener Choices, a grassroots employee-run environmental group in 
the Company, was eslablished in 2008 Ia reduce greenhouse gases 
produced by Hydro One. II focuses on three areas, fleet, facilities and 

employees. In 201 0, retrofils were conducted at the Central Maintenance 

System facility that reduced energy consumption by 280,000 kWh 
through lighting upgrades. Greener Choices is also laking aim at 

Hydro One's fleet, gelling hybrids on the rood and retiring vehicles that 
ore no longer needed. Through these efforls and others, the Greener 

Choices program prevented the release of 2,595 tonnes of C02 info the 

atmosphere in 2010. That's like taking more than 500 cars off the road. 

Sustainability Company of the Year 
The Canadian Electricity Association named Hydro One the Sustainability 
Compony of the Year. This honour is in recognition of our ongoing 

effott:;. lo reduce environmental impods ln all aspects of our operations, 

including fleet and facilities, through our conservation and demand 

management programs and through our support for biodiversity praiecls 
in local cammunllies. 
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Hydro One received the Canadian Electricity Association onniJOI 
Environmental Commilmenf Award for our Biodiversity Initiative for !he 
Bruce to Milton Transmission Reinforcement Project. This project will 

creole and enhance natural habitats in the communities touched by the 
project. We ore working on this in partnership with First Notions ond 
Metis communities and community-based agencies and $1akeholders. 

Customer c:onservation and demand 
management programs 
Hydro One is helping to build o conservation culture within Ontario and 
our customers are leading the way. By retiring tnel!icient fridges and 
freezers and making energy retrofits to their homes, 1.5 million customers 

hove helped save 500 million kWh of electricity since 2005. That's 
enovgh to power approximately 42,000 homes for a year, resulting in 
reductions in greenhouse gos emissions savings of more thon 86,000 

!annes of CO,. 

journey to Zero 
Achieving on injuryfree workplace starts with each and every employee. 
That's why the Journey to Zero progrom was launched in 2009, oimed 
at identilying opportunities to improve Hydro One's health and sofety 
performance. In 2010, we hod a frequency of 2.8 medical aliennons 
and 0.05 lost-time iniuries per 200,000 hours worked. This exceeded 
our target of 3.6 medical attennans and 0.23 losHime injuries per 
200,000 hours worked. 

PROMOTING CONSERVfJION 
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MANAGEMENrS 

We prepare our financial stofemenls in Canadian dollars in accordance with accounting principles generally accepted in Canada. 

The following discvssion is bosed vpon our Consolidated Financial Sioiemen~ for *'• years ended December 31, 201 0 and 2009. 

EXECUTIVE SUMMARY 
We are wholty owned by the Province of Ontario {the Province}, and our Transmission and Distribution B1..1sine.sses ore regulole:d by 
the Ontario Energy Board {OEB). Our mission and vision hove been refined. to recognize the unique role we play in the economy 

of the province and os o provider of crilicol infrastructure to aU oor c;:vstomers. We will be· on lnnovatfve and lrusted compony 
delivering· electricity safely, reliably and efficienrly to create value for our customers. We operate as a commercial enterprise with 

on independent Boord of Directors. Our strategic plan is driven by our valves: health and safely, stewordship, excellence and 

innovation, Sofely is of utmost importance to us because. we work in on environment that con be hazardous. We toke our 
responsfbifily as stewards of' critical provi'ndal assets seriowsly. We. demonstrate sound stewardship by managing our assets in 

a manner that is commercial and transparent and valves our customers. We strive for excellence by being trained, prepared 
and equipped lo deifv_:e~ hfgh-quolily service. We volwe innovation be?ouse it ol!ow.s. us to increase our productivity ond develop 
enhanced methods to meet the needs of our customers. In 2010, we continued lo focus on our core buslnesses, substantially 

maintained and improved oor performance in vor!ous key areas of the COmpany; and mode important contributions lo the rebuilding 
of Ontario's core infrastructure while preparing Ia meet the requirements of the Green Energy Act (GEA). 

We manege our business using the following governance stn;ch.Jre: 

Core Business and Strategy 

K•y 
Perfomtarn;e 

Driver$ 

Cap<rbility ... 
De~ Res1,dt$ 

Our corporate strategy is OOsed on our mission and vision and our values. Our slra!egic goals, which are discussed on page 4, 

encompass lhe core valtJeS thai drive our business. Our strategy touches every port of our core business: health and safety; our 
customers; innovation; the reliability and efficiency of our systems; the environment; our workforce; shareholder value; and productivity. 

Key Performf.'lnce Drivers 
We hove identified periormance drivers critical to achieving our strategic goals. Each driver is specific to measuring our success in 

achieving a specific goaL We esiablish specific performance targets against eoch driver every year aimed at achieving our strategic 

goals over Hme. For example, we co!OJiate losHime inivry keguencies and medical altenH'ons to measure our progress toward on 
injury-free workplace and the duration and frequency d unplanned interruptions lo measure the success of our iniHottves to increase 

the· reliability of our transmission and distribution systems. Reduced corbon emissions demonslrafe our commitment to protecting the 
environment. These. and other key performance drivers ore induded in ouf di&eossion of owr performance measures ~Inning on 

page 5. 

Capability to Deliver Re•ults 
We continued to use o balanced scorecard opprooch ond set 1 8 stretch largets for 20 l 0 as we strive to manage our key 

performance drfvers and deliver results eoch and every yeor. This year we met or exceeded 14 of 18 torgels, represenling an 

improvement over lost yeor when we met or exceeded 8 of 13 stretch targets, We ore on torget to enable dean and renewable 
energy in Ontario with the implemenfali'on of our Bruce to Milton Project that wit! create Ontorio's new dean energy corridor. 
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MANAGEMENT'S DISCUSSION AND ANAl.Y$15 

We continue lo prioritize safely In the workplace, adding o new performance meosure this year. We exceeded our target for los!" 
Hme lnfwries by 78% ond exceeded owr new target for medlcol attentions by 22%. We ore focused on bolanclng customer needs ln 
the changing electriclfy sector and achieved on overall sotisfactlon score of 89% for both our transmission and distrlbu!ion customers. 
The results of our efforts ore fu!~ discussed in The section Performance Meosures ond Targets, beginning on poge 5. Our copobilily 
to deliver results in eoch of our strategic areas 1s limited by risks inherent in the regulatory environment, our business, QtJr workforce 
and the economic environment These risks, os well as our strategies to mmgole them, ore discussed beginning on poge 25. 

Results <>nd Outlook 
During 2010, our finonc!ol fundamentals remained strong, with current year nel income of $591 million. Our OEB·approved 
reven\,le requirements for our Transmission ond Di.slribution Businesses for 201 0 were $1 ,257 mi!hon and $1, 146 ml!llon, 

respectively. The approved rot~ support our work programs reqvired to sustain our crHico! rnfrostruc!ure ond lnve$1 ln a wstainoble 
electridfy system that supports renewable and deaner generation. We maintained "N co!egory credit ratings ond successfvlly 
issued $1 ,500 million in debt financing, while repaying $600 million of debt maturing tn the year. A full di_scussian of our results of 
operatlons and financing activities con be found beginning on pages 14 and 18, respectively. 

In 2010, we invested more !han $1.5 biHion in copito! expenditvres to improve system reliability and p$rformance, address an 
aging power system, foc!litate new generation and improve service to customers. Ovr esfimoled future copito! expenditures for 2011 
and 2012 hove decreased marginally from !hose previously dfsdosed os o result of various letters received from the Minister of 
Energy, the introducnon of o long~ Term Energy Pion ILTEP} and on OEB policy to further compofifion for transmission development. 
Similarly, we eliminated requirements for Green Transmission projects for new lines from our budgeted expenditures and refined our 
requirements to s-upport distributed generation. The impoc!s were portiolfy offset by requirements ossoc!oted with ovr exis-ting grid. 
We continue to focus on addressing aging infrastructure, including critical stotions thof serve industry and mojor cvstomer lood areas. 
Our fuJure capitol expendlfures ore more fully discussed beginning on page 21. 

OVERVIEW 
Transmission 
Substantially all of Onforio's- electricity transmission system is owned and operated by our Compony. Our transmission system forms 
on integrated transmission grid that is monitored, controlled ond managed centrally from ol.lr Onforio Grid Conlrol Cenlre. Our 
system operoles over relatively bng distances and links moior sources of generation to tronsmission stofion~ ond larger area load 
centres. In 20 l 0, we earned total transmission revenues of $1 ,307 million prlmorify by lransmitling approximately 142 TVv'h of 
electricity, directly or indirectly, to wbslantia!ly all COO$l.lmers of electricity in Ontorlo. Ow iransmissfon system i.s one of the largest 
in Norlh America, and is !inked to five adjoining jurischctlons through 26 interconnections. Through these interconnections, we 
con accommodate imports of obout 4,600 MW ond exports of approximately 6,000 MW of electricity. In terms of ossets, our 
Transmission Bvsiness !s our largest business segment, represenflng opproxfmotely 57% of ovr toto! cmets. 

Total Assets 
December 31, 2010 (CAD $ mt~ions) 

2010 Distribution Revenues 

1m Trans.rniss.ion 0 Distribution II Other Ell Residential D General Service 

• Embedded Distributors II L<:~rge User 

]2 HYDRO ONE ANNUAl REPORT 2010 



MANAGEMENT'S DISCWSS!ON AND ANAlYSIS 

Distribution 
Our disiriboHon sy.stem is the lorgef!t in Ontario and spons roughly 75% of the provfnce. We serve approximatefy l. 3 million rural 

and urban customers, local distributron com pont-es llDCs) connected to the distribution system, and 412 Iorge user (ustomers. We 

o:bo operate small, regulated generation ond distribution systems in a nvmber of remote communities across Northern Ontar!o thot 

ore no! connected to Ontario's electridly grid. We eorned toto!. distribvlion revenues in 2010 of $3,754 million. As illustrated ln 
the acc;:omponying chart, about half of our di'strlbution revenues are eomed from our residential customers. In terms of assets, oor 

Distribution Business represents opproximately 40% of our toto! assets, 

Other 
Our other busine-ss segment contributed revenue-s of $63 million in 20 l 0 and has assets of about $609 million, which constitute 

3% of ou:r total assets. This segment primarily represents the operations of oor whol!y owned subsidiory, Hydro One Telecom Inc. 
{Hydro One Telecom), which markels fibre-optic capo.clty to telecommunications carriers and commercial customers with broadband 

network requirements, induding o dedicated optical' netvvork providing secure, high-capacity connectivity across numerous health 

core locotions fn Ontario. 

Our Strategy 
Our corporate strategy is based on our mission ond vision and our values. Ovr mtssion and vision fs lo be on innovative ond trusted 

company delivering eledricily safely, reliably and efficienriy to create value for our customers. Our values represent our core beliefs: 

HeaLth and safety; Nothing is more important than the heahh and safety of our employee-s and those who work on our prope-rty, 

as well as molntointng o safe envlromn>?.ot-.for the public. 

Excellence: We- achieve excellenc-e through continuous trofning, ensuring v.re ore prepared and eqtJipped fo deliver high-quality 

service. 

Stewardship·: We invest tn our assets and people to boild o safe, environmentoUy StJsloi'noble electricity network in a commerdal 

manner. 

innovation; We innovate through new processes, people and technology to aHow us to find better ways to meet the needs of 
our customers. 

We have eight strategic ob[ectives that do not stand alone and are inextricably hnked with one another. They drive the fu!fiUmenl of 
our mission and vis Jon. 

CreQting; on injury-free workplace ttnd maintaining public •afety. Health ond safety must be integrated into all that we do. 
We most continue to create a possfon for preventing injury. We· wJU s1rengthen our akoody strong safety cu!!ure through our Journey to 
Zero initratlve ond achieve world-doss results, We will conlinue- to reinforce fhoi nothing is more important than the health and safely 

of owr employees. 

Satisfying our customers. We wlll meet our commitments, moke costomers our focus in our planning, communicate effectively, 

coordlnole acrO.<;;s line-s of busfness, and maximize opportunities to improve our corporate image. 

Continuous innovation. Innovation is critical to achieving our mission and vision and represents one of our core volues. Over the 
next !v.•o decades, we will instaH innovoHve solutions that improve the. reliobrli!y and efficiency of fhe transmission and distribution 

systems and provide our customers with more capability to manage their power costs, 

Building and mcdntaining reliable, cost·effective power delivery systems. Our transmission strategy is to provide a robust 
and reliable provinclol grid that accommodates Ontario'S emerging generat!.on profile, manages an aging asset base and meets 

demand requirements through prudent expansion and effective maintenance. Our distribuHon strategy fs focused on in:corparotlng 

smart grid technology, providing reliable service over a diverse geography, supporting the connecllon d renewable generation, 
seeking efficiencies through productivity initiatives and remaining open to opportunities to rationalize the distribution sector. 
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MANAGEM£NT'S DISCUSSION AND ANAtYS!S 

Protecting and sustaining the environment. Consistent with our volue of stewardship, Hydro One ploys a central role tn 
reducing Ontorlo's corbon footprint throvgh the delivery of dean and renewable energy and through measure!~ thot aHow our 
customers to manage and reduce their energy use. 

Emp(oyee engagemen~. We believe ovr primory strength is the copobflity of our people. 1n order to sustain this odvonlage, 
we must address the issues of labour demographics, diversify, development of crltlco! core competencies, ond ski!! ond knowledge 
retention. Our labour strategy will enable us fo make significant gains in the areas of labour flexibility, produclivlty improvement 
and cost redudlon. 

Maintem:rnc:e of a commercia( culture that increases: vaLue for our shareholder. We ore commiffed to keeping rates 

as low as possible for our customers, and de!tvering income and dividends to ovr shareholder. This is possible through our focvs on 
reducing costs, managing ol.!r oss.ets effectively and increasing prodvctivity. 

Productivity improvement and Ct:JSt~effectivent?$$. To achieve our mission and vision, we musl constantly strive for 
produdivity lhrough efficiency and effective management of cosls. Productivity is key to meeting our other strategic objectives and, in 

particular, to achieving value for our customers and our shareholder. 

We recognize the pivotol role innovation wH! ploy in building a smart electricity grld thol supports o deon environment for Ontario. 
We are committed to becoming the industry leader in pvtting innovative solutlons to work. for the well-being of the Ontario economy 
and its residents. 

Performance Measures and Targets 
We measure and target our performance by using a balanced scorecard approoch. Key performance drivers ore closely monitored 
throt,~ghout the year to ensure that we achieve our strategic objectives. In 2010, we mer or exceeded 14 of 18 stretch targets. 
Overall, we ore making progress towards achieving oor strategic goals. 

Creating on injury-free wt>rkplace ond maintoining public safety 
The potentially hazardous nature of our business requ!res a continuous focus on sofety. Or;r people underpin everything we do, ond 
os a reslJif, safety is po~amount. 0lJr efforts lo och!eve on iniuryfree workplace ore m~ured by our lost-time Injury freqvency ond 
our newly added reportable medical otlentions frequency. Overall, we exceeded our challenging 201 0 target of 0.23 losHime 
injuries p¢r 200,000 hours worked, which is also a considerable improvement over our 2009 results. We also exceeded our 201 0 
target of 3.6 medico! attentions per 200,000 hours worked. Medico! a~entions ore incidents reported to the Workplace Safely and 
Insurance Board thot are more serious than basic first aid. While we monilor both of these measures to identify possible situations 
thot moy increase the risk of injury, medico! attentions ore considered o leading indicator. These injuries range from physico! stroins 
fo those caused by electrical contoc!s. We continuously emphasize the improvement of safety performance and strive to achieve 
zero losHime injuries by ensuring that oil staff ore appropriately Jroined ond equipped for the hazards they may face. This Involves 
continued coaching and mentoring, and building on our learning and experience. 

At the end of 2009, we launched our Journey to Zero ini!iotlve aimed of idenlifying key opportvnlties for improvement in our health 
and safely system In order to achieve world-doss health and safely performance. During 201 D we formed a steering committee for 
this initiative, he!d workshops to prioritize the opportunities identified at the end of lost year and developed an action plan to address 
the top areas for improvement In October 201 0, we were pleased to be informed by the Workploce Safely and Insurance Boord 
that we hod passed our Workwell audit, o comprehensive Independent review of all aspects of our workplace health and safety 
progrom including policies, slandords, troinlng, records, performance and employee representation. 

We continue to promote pl.lblic safety and the oofe use of electrJcily through public service announcements and education programs 
in schools lo leach children how to stoy safe. We also continue to work with low enforcement ogencles to combat copper theft, 
which endongers our employees and the public. 
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MANAGEMENT'S DISCUSSION AND ANAl.YS!S 

Satisfying our customers 
Customer sotisfaction is vito! to our soccess. Thts ls measured by o combination of independent surveys and tronsoctiona! measures 

conducted for each of our customer siegments. In 20 l 0, the overo!! satisfaction !eve! for both our distribution and transmission 

customers exceeded our targets. For ovr Distribution Business, overall customer satisfoclion survey results of 87'~ exceeded our 

target of 81%. While we achieved cons-istent results compored to !he prlor year within our large: dLslribuHon cuslomer and residential 

and small business customer segments, we significantly increased customer satisfaction among distribtition--connected generofors. 

Satisfaction in this group was impocted by addressing concerns from l"ast year's surveys, clarifying proc~ses ond enhancing 
communicattons with a;slomers. Connection appltcotion volumes ore· increasing ond we remain foa;sed on managing customer 
expectations. 

For our transmission cuslomers, we experienced slightly fower resutts for our lOC customers than p!onned and ore assessing !he results 

to improve processes next year. However, our overall transmission customer survey results were offset by a slgn.ificant improvement 
in our tronsmissionwnnected generolor et,~s!omer satisfaction as o result of addressing concerns noted in last yeor's surveys. We 

continue to strive for customer service exceltence. We continwe to make our CIJstooers a high priority, and implement targeted 

strategies designed to meet the unique needs of each customer segment and address. their concerns through o ronge of initiatives to 
improve customer sotisfoction levels. 

Contimrau~ innovation 
We are commllted Ia identifying and providing innovative solutions. that wiU improve the reliability and efficiency of e!ectridly delivery 

and provtde our customers wlth more capobility to monoge their power consumption. Among our conl"inuotJs innovation ini!iollves 

in 2010, smart meters remained a priority. We have more than 1,314,000 $mOrf meters installed J·odate, of which approximately 

l, 140,000 meters are enabled lo support time-of-use billing. This represents a sfgntf!cant step forward in supporting the Smart Grid 

inilionve. We !ell short of oor !o<gel of I, 170,000 melers enobled to '"pport tim..of"se billing doe to chollengos encoonlered 
related to the communicotions network needed to address the diverse needs of the geography across the province. We continue to 

onticipote that our OEB commitments will be met in 201 l . 

A new measure for contim;ovs innovation this year monitors green grid inltfatives, which are. an integral part of the GEA. Th~e 

inniotives lndvde estob!ishfng a communkotlons network in the Greater Owen Sound a reo lo test business applications foro smart 
electricity grid, developing o business case for further deployment of the communicoHons network to the province, and developing 
utility sotutions for the cvrrent c;:hoHenges: around lnstolting and operating Iorge numbers of di$h"ibuted generation on our dtstribu.tion 

system. We successfully achieved all 12 milestones re!oted to these in!tiottves. 

Building and maintaining reUablo, cost-effective power delivery system$ 
A:;, stewords of the province's e}ectrtcity grid, we aim lo maintain and build trust in ou-r operolions. In 2010, we continued our focus 

on this strategic priorily by investing ln the key assets of the electricity delivery system and by operating lhe exlsttng system for our 

customers in. a safe, reliable and efficient fashion. In addition, our aim is to meet the growing demand for renewable generation. The 

reliability of o1.1r lransmtssion and distribution systems is meawred by the duration of unplanned customer inlerrupt1ons throughout the 
yeor and otJr transmission system ls further measured by the freqoency of unplanned customer interruptions. In 2010, our tronsmisstoO 
$yslem met our reltobility target!!> for both frequency and duroh'on of interruptions. The-transmission frequency of customer tJnplonned 
interruptions met the target for the year. The transmission durolion of unplanned customer interruptions was 9, 1 minutes, significantly 

exceeding the target of 16.0 mtnutes, and significantly improved from 19.7 minutes in 2009. 

Due to a number of challB-nges experienced in the lost quarter of the year; the rellobilny of our distribution system '-"'OS impacted 
in terms of duration of interruptions, Two severe wint·er storms affected the reliabillly of our dislributron system. ThB duration of 

interruptions for our dtstrlbution cwst"omers wa-s: 7.1 hours., or 0.2 hours htgher than target and 0.1 hovrs higher than lost yeor. We 

ore conscious that residenHol CtJslomers and businesses of oil sizes require reliable service, and consequently, we wifl continue to 

strive to improve the reliability of both our transmissron. and distriOOtion systems. 
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Protf!tCting and sustaining the environment 
k slewards of significant electridly assets, we have implemented a number of erwironmenlo! initiatives aimed at lnsH!Iing 

environmental ovvoreness and action wtthin our corporate cl)hure. !n 2010, we assessed two key melrics related to the Bn;ce to 
Milton Project and greenhouse gas reductions. We met our milestone targets related to the Broce to M1fton Project, which will creole 

Ontario's new dean energy corrldor. Successful completion of the Brvce to Mi!ton Project will fncreos.e lronsmlssion copabillty to 
deliver 1 ,700 MW of renewable generation identified in the area, as well as about 1 ,500 MW of power from the refurbished 

units at the Bruce Power Foci!fty On December 16, 2009, we ~ived condmono! Environ menlo! Assessment opprovo! for the 

projecl. Preparation of this environmental assessment involved three years of technical and environmental field work, and extensive 

consultation with land owners, interest groups, elected officials and First Notions and Metis communifies. This year, we were 

recognized by the CEA; receiving on Environmental Commitment Award for our ex:tenslve Biodiversity Initiative related to the Bruce to 
Milton Project. This inifialive goes beyond our lradi!iona! approoch lo biodiversity, using innovative ways of mitigating the effects of 
woodlot dearfng. Ovr Biodiversity lnltiative will develop and svpport o number of $fewordship ond bicdiversily opportunifles such as 

replanting grasslands, removal of invasive species ond restoring forests in lhe commun!lies affected by the Bruce fo Milton ProiecL We 
ore funding 23 locoHydesigned biodiversity projeds [ocated an public lands within the four wolersheds the Bruce to Milton Project 
crosses. These projects will help to ensure environmental stJStoinobi!lty and will mofntain and enhance the natural habitat. This initiative 

Js betng undertaken fn caHoboration wtth First No!iom;. and Metis communities and communilybosed stakeholders and agencies. 

We take our responsibility to reduce our corbon footprint very seriously. We did not meet our overall greenhowse gas reduction target 

as a result of not being obte to verify our specific target to reduce sulphur hexafluoride emis5ions. However, we did exceed the target 

for the reduclion of greenhouse gas emissions from other programs. In 2010, we removed approximately 2,595 metric lonnes of 

greenhouse gases from the environment, exceeding our target of 1 ,250 metric tonnes from these other initiollves that were. o!med at 

improved deliveries of bicx:liesel fuel at Hydro One Remotes, better efficiency of Aeet utilization, induding our Tire Smart Program, 

the purchase of fuel-efficient and hybrid vehicles and green initiatives at our facilities. Our continued commitment to the people 

of Ontario has been recognized ogaln this yeor bY Corporate Knights Inc., on independent company focused on promoting and 

reinforcing sustainable development in Canada. We were named one of the lop five Corporate Citizens in Canada, our third top-ten 

ranking in thrcre yeo~. 

We hove o publicly available environmental policy and are comm1!led to protecting the environment for current ond future 

generations. Adhering to this policy, we have many init!atlves within our Company aimed a! fulfilling our commitment to proJect 

the environment, some of which are linked loa specific performance measure, AU of our environmental inltialives are part of an 

inlerna! program called Greener Choices, Greener Choices was created to help our Company become more energy-efficient and to 

reduce the emissions and environmental!mpods of our fleet and our faciliiies. Our ini!iatlves fall under four categories: helping our 

employee-s lo be more owore of what they con do to reduce their environmental impacts; creoling a cl.Jhure of con51ervotlon within 

our Company; making our facilities more energy-efficlenl; and reducing the emissions of our Aeet of vehicles. 

Skill development and knowledge retention 
Given the retirement profile of our employees, we ore in a period of significant demographic change. ThiS change is taking place 

across the e!ectrido/ sector and we have token o leadership role to address the transition. We have embarked on an aggressive 

workforce renewal program that will lead to a diverse, fully engaged workforce. In addition to our partnership with fol.Jr community 

colleges, we strengthened our associal!on wilh various Canadian univers!fies as port of a comprehensive strategy to meet our staffing 

needs well into the future. We olso helped to establish the Ryerson Universily Centre for Urbon Energy [the Centre). Our goal to 
attract ond retain futvre sector leaders involves demonstrating that Hydro One is on employer of choice. !n addltlon, we aim to 

fod!itate retenl\on and menlortng by focusing on employee engagement. We measure employee engagement across all lines of 

business using a confidential employee engagement survey. The grand mean score In 2010 was 3.70 out of 5, an improvement 

&om the 2009 score ol 3.63, but slightly lower !hon the 20 l 0 Iorge! of 3.73. Detailed results ol the 2010 survey will be used to 
ac!lve!y address lovver-performonce oreos and effectively implement targeted strotegles designed to increase engagement levels. 

Maintenance of a co-mmercial culture that increases value for our shareholder 
in 2010, we continued our commi!menl to maintain slrong financial fundamentals. Our targets included nei income and our 

credit rolings, which were both ochieved. Net income for the year exceeded target mainly as a result of the higher temperatures 

experienced during !he summer combined with effeclive cost management. A discussion of our financial results can be found on 

page 14 and of o!Jr hqvidity and capitol re$0lJrces on poge 18. 
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Our financial performance and the business environment In which we operate ore taken into consideration In selting both our short

term and long-!erm credll ratings. During 201 0, our long·term and shorHerm debt credit ratings remained unchanged. Credit ratings 

ore provided by DBRS Umi!ed, Moody's lnYe$tors Service Inc. and Standard & Poor's Rating Services Inc {S&PL Moinioinfng credit 
ratings in the "'A" category allows vs to conlintJe to access the long-term debt morkets. We have been able lo successfully seo,~re 
sufficient and cosl-effectrVe debt finandng. Our current credlt ratings focfhta!e ongoing access to debt markets at a reasonable cos! 

fo fund the infrostrtJcture requirements of our system. 

Productivity improvement and cos_t .. ejfectiv~ness 
!n 2010, we remained focused on workplace productivity and ifs contribution as on enabler of our work programs. For our 
Transmission Business, productivity is measured vstng the cost per asset valve, which t:s calcu!oted as capitol and maintenance 

program expenditures as o percentage of transmission assets. For our Distribution Business, the co!CI.!!ation is normalized for 

tlne length due to the ru-ral nature of our service terri!ory, The targets for both measures were to achieve top-quartile results when: 

benchmorked against comparable Norlh American utilities. Transmission and distribution productivity results for the year were both 

on target. 

Two odditionaf corporate meosvres were implemented this yeor. The Co!!oborolive· Planning Index meoswres the effectiveness of 
workflow between key lines of business as a result of improved integration ond teamwork. The other new measure assesses Jhe 
savings derived from. our enii!y-wide informolion system replacement ond improvement project, placed fn service in 2009. In 201 0, 

we slightly exceeded our Collaborative Planning Index target of- 85%, a: meostJre bosed on the overoge of lhree metrics related 
to the release of work, planning and order filling, We hove also exceeded our target savings of $28 ml!lion re!oted to the enfHy· 

wide information system replacement and Improvement project, with ocluo:i savings of approxlmo:teiY $34 mil!fan. We. wilf continue 

to bvtld on the s.tJcce.ss of our new en.tilywide information system to increase the cost effectiveness of work program planning, 

processing and execufton to achieve reductions in our lobour unit costs. 

REGULATION 
Our electricity Transmission and Distribution Businesses ore licensed and regu!aied by the OEB. The OEB sets rotes fdlowing 
oral or written public hearings. Our transmission revenues primarily include our lransmission tariff, which is OOsed on the uniform 

province-wide transmission rates approved by the OEB for oil tronsmitlers across Ontario. Our distribution revemJes primarily tndude 

our distrfbution tariff, whkh fs also based on OEB-opproved rates, and the recovery of the cost of p1.1rchosed power ~_,sed by our 

customers. Conseql.len!1y, our Distribution 8!Jsiness does not have commodify price rtsk. Transmission and dislribulion torlH rates are 

sel based on on approved revenue reqwirement that provides for cos! recovery and includes a return on deemed common equify. 
In addition, the OEB approves rote riders. to allow for the recovery or disposition of specific regulatory assets and liabilities over a 

specified timefrome, 

E:loctricity Rates 
Under the current market strudure, lowvolume and designated consumers pay e!ectridly rates established through the Regulated 
Price Plan [RPP} and wholesale electricity consumers pay a blend of regulated, contract and wholesale spat market prices, The OEB 
sets prices for RPP customers based on a two-tiered electricity prldng structure with seasono.l consumption thresholds. Unexpected 

shortfalls or overpayments associated with the RPP are lemporarify financed by !he Ontario Power Authorfly (OPA}. Prices are 

reviewed every six months and moy change bosed on on updated OEB forecast and ony acc1Jmv1oted differences between the 
amount that customers paid for eledricity ond the omount paid to generators in the previous period. Effective Moy l. , 20 l 0, we 

started migrating our customers- to Hme-ofi.lse [TOU} rates and hove o pion in place !.a transition the majority of Ql.lr RPP cusiomer.-rlo 

TOU rates in 2011. On September 16, 2010, we filed an appltccr!ion with the OEB for an exemptton from mandated lime-of-use 

pricing, affecting- approximately 150,000 customers loco ted ln very rural ond sparsely popu!oted portions of our service territory that 

ore cu-rrently ot.rl of reach of ow-r smart meter lelecommunicolions infrastructure, In eorly 201 1 , the OEB approved our request for on 

exlension until the end of 2012. 
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As announced in [ts 2010 fail economic vpdote, the Province introduced the Ontario Clean Energy Benefit Act, 2010, which 

is designed lo assist Ontario electricity consumers through lhe transition too deoner e!edriclly sy.stem. Under !his Act, e!igib!e 
residential. farm and small business consumers receive financial assistance In the amount of o 10% credit with respect lo the total 
cost of electricity on their bills, including tax. This assistance is betng provided to eligible customers for a five-year period, begtnnlng 
january 1 , 2011 . In january 201 l , our Company issued fls first bills to customers with !his credit applied fo their e!ectricily costs. 

Cl.!stomers that ore nol eligible for the RPP and wholesale customers pay the market price for electricity, od!usted for the difference 
between market prlces and prices poid to generators under the Electricity Act, 1998. The !ndependenl Electricity System Operator 
(IESO) ~s responsible for overseeing and operating the wholesale merkel as well as ensuring 1he reliability of the Integrated power 
system. 

Green Energy Act and Long-Term Energy Plan 
In oddmon lo the oversight role of the OEB, and the market-monltoring and coordination role of lhe IESO, the OPA wos created 

through the Electricity Reslructuring Act, 2004 to ensure the long-term supp!y of electricity, faci!itale load management and 
conservation, and assist with the stobilily of roles for RPP customers, among other roles. As port of ils mandate, and consistent with 

the Provin<:e's direction regarding supply mix, the OPA developed the Integrated Power System Plan (IPSP), which wos submitted 
for OEB review and approval in August 2007. On September 17, 2008, the Province directed the OPA to review a portion of fls 

proposed !PSP focusing on renewable energy and conservation as well as to underloke on enhanced process of consu!talfon wilh 
First Nations and Mens communities. As a resutf of the Minister of Energy and !nhoslruclt.u-e's directive, the OEB adioumed lts review 
of the IPSP on October 2, 2008. 

On May 14, 2009, the GEA wos passed in the Ontario legislature. On September 21, 2009, to support the GEA and help 
bring renewable energy to the grid our Company received a letter from !he then Mlnfs!er of Energy and Infrastructure requesting us 
to Immediately proceed with the planning and implemenlotion of 20 ma[or transmission proieds. On Mr:Jy 7, 2010, the Minister 
of Energy and !nfrostructure requested our Company to focl.!s on those items that ore essential to the safe and reliable operation of 
our existing assets or projects already under development and approved by the OEB, or ore critical to the connection of renewable 
generation proiecls that have been identified by the OPA as part of the government's green energy agenda. As a resuk, we 

decided to suspend our work on the 20 maier transmi$Sion praiec~. On August 26, 20 I 0, the OEB released its new policy on ihe 
Framework for Transmission Project Development Plans. This policy sels out a homework for new transmission investment In Ontario 
by introducing competmon for transmission development throt)gh on open bid process. 

An amendment to the deemed licence conditions of the Ontario Ener9y Boord Acf, 1998, as set out in the GEA, requires tho! 
distributors provide priority connection access for qualified renewable energy generation facilities and prepare plans for approval 

by the OEB that identify expansion or reinforcement of the distribution sysfem required to occommodale the connection of renewable 
energy generation faciliti~. 

The OPA continues to procure new, cleaner and renewable generation in Ontario. On October 1, 2009, the OPA launched the 
Feed·lrc To riff I FIT) Program in accordance with the directive isS\!ed by the Minister of Energy and Infrastructure to the OPA The 
program is designed lo procure energy from o wide range of renewable energy sowrces, including wind, solar, photoyollaic, 
bie<>nergy and waterpower up to 50 MW. 

On November 23, 2010, !he Ministry of Energy released Ontario's lTEP which sets oot the Province's expected elec!ricily needs 
t;nlll 2030 and supports the <:ontlnued procurement of new, cleaner generaflon. The lTEP add~e$Ses seven key areas: demand, 
supply, conservotion, tronsmission, Aboriginal communifies, capltot investments and electricity prices. In conjtmdion with the re!eose 
of its lTEP, the Province released o draft Supply Mix Directive for consultaHon. The draft Supply Mix Dire<::l1ve otJtlines the goals to be 

achieved through o new deloiled long·term pion and direct the OPA to prepare on IPSP to meet those goals, as sel out in the lTEP. 
The comment period for the draft Supply Mix Diredive expired on January 7, 2011. It is anticipated tho! a Supply Mix Directive will 
be formally issued to !he OPA and will form ihe basis foro new IPSP. The OPA is onlidpoted to release on updated IPSP to the OEB 
in 201 I for i~ review and approvaL 

The draft Supply Mix Directive to the OPA identifies five priority transmission prolects over seven years. On December 22, 2010, we 

recei"'d o leHer from the Minister of Energy updoting ihe September 21, 2009 leHer from the Minister of Energy and Infrastructure, 
ond requesting us to immediately proceed with the necessary p!onnlng ond development work to advance three of the projects in on 
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expedited timeframe, tn combined consultation with lhe OPA and tESO. In oddi'lion, we were asked to develop o plan to prioritize 
the cost-effective upgrades to ovr sy.;tems to safely and relrobly accommodole oddmonof renewable energy for small generation 

projects (see Future Capitol Expenditures). 

The GEA continues to provide the framework for renewable energy projects and increased conservation. A m;mber of regulations 

and programs required to fully implement the !egislolion were introduced in the Iotter port of 2009. 

Transmi$sion and Distribution System Code$ 
In 2009, the OEB undertook a review of ils codes, rules and guidelines in support of the GEA. On October 20, 2009,. the OEB 
finalized amendments to the Transmission System Code (TSC), and adopted o "'hybrtd'' approach to cost responsibility· between 

lransmitters and generators for "enabler facilities"_ Enabler facilities are lines or stations that connect two or more renewable 

generation focil1Hes to Jhe tronsmf$slon grtd. The· hybrid option sees the initio! pooling of ihe costs of enabler lines by the: fransmi!ter, 

wiih generators paying !heir pro-rota shore-, bosed on generator capacity, when ready to r-...onnecL To be eligible for this cost 
treatment, enabler facilities must meet certain detoiled requirements outlined in, !he TSC. 

The amendments to the Distribution System Code (DSC), finalized on Oc!ober 21, 2009, revised the OEB's approach to assigning 
cost responsibility belween a distributor and a generolor for the connection of renewable energy generation facilities. The OEB 
defined three types of dislributton assets associated with the connection of renewable energy generotron.: connection assets, 

expansion omts, and renewable enabling improvements. For generators that are connecting directly to a distributor's system, 
conneclion asset costs wiU continue to be borne by generators, while distribulors w!l! be required to fund aU expansion costs 

identified in a plan, other generator--requested expansion costs up !o a cap of $90,000/MW per pwject (with the generator 

paying the rest), and o!l renewable enob~fng improvements. 

On june 30, 2010, Hydro One Netvvork.s Inc. (Hydro One Networks}, in respect of our Distribution Business, filed an application 

with the OEB requesting an exemption from certafn cost responsibility rules contained in the DSC for dtstr1buted generation projects 
under the Renewoble Energy Standard Offer Program IRESOPI. The opplicotlon sought lo deol with unontictpoted costs tho! onose os 
a result of the connection of certain renewable generation facilities for generators. These generators applied to connect to our syslem 
prior to amendments mode to the code on October 21, 2009. Under the rules ln force. at the time, all costs of connection were 

assigned to generalors and we requested an exemption from !hose rules to oUovv for recovery of the unforeseen expendiit.lre.s from 

ratepayers. On December 20, 2010, the OES. released its decision approving deferral accounts to capture the expenditures to be 
brought forward for review and approval of the next cost-of-service application. 

Conservation and Demand Management 
In 2009, the OPA continued to be responsible for coordinating the delivery and funding of conservation and demand management 

!CDMl programs. This coordination furthered iniflalives undertaken by indivfdud lDCs, including !he distribution bwsinesses of our 
subsidiaries Hydro One Ne!works and Hydro One Brompton Netvvorks Inc. !Hydro One Brompton), as a result of OEB program 
requirements associated with the third phose Morl<el Adiusled Rote of Return IMARR). Our CDM programs funded through the OPA 
in 2010 amounted to approximately $31 million, compored to $16 million in 2009. The Onlorfo Energy Board Act, 1998, as 
amended by the GEA, provides direction to the OEB to toke steps to establish CDM targets to be met by IDCs· and other licensees. 

TheMinlsfer of Energy and lnfrostructvre's March 31, 2010 directive set a province-wide LDC CDM target for Ontorlo's LOCs. The 
tvvo key CDM targets for LDCs over the fouryeor period beginning january l, 2011 ore to reduce 1 ,330 MW of provfncia! summer 

peak demand and 6,000 GWh of cumulonve energy savings, collectively. 

On june 22, 20 I 0, the OEB provided nonce under the Ontario Energy Boord Act, 1998 of the creation of a proposed CDM 
Code for e!edricity dlstribu!ors. The new code proposes spectftc CDM forgets for al! LDCs as directed by The Minister of Energy 

and !nfrastruc;:lure earlier this: year. The proposed allocotion of the: overo!! largefs to our Company ore a 256 MW redudion d 
provincial peak demand and o 1 , 208 GWh reduction of electricity consumption, representing, respectively, 19.2% and 20. 1% of 
the totol target savings established for olllDCs, The CDM Code also set out lhe conditions and rules thot lDCs ore required to follow 
if they choose to use OE!li:!pproved CDM programs lo meet their CDM targets. On November 1, 2010, Hydro One Networks' 
Distribu1ion Business. filed its CDM strategy and CDM Program application with !he OEB fn accordance wllh the requirements of the 
CDM Code. An oral hearing for the review and approval of our CDM applicatlon and funding of ot.Jr CDM programs has been 
scheduled to start in March 2011. 
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The Energy Oonservation Responsibi/ily Act, 2006 furthers the brood obiecfives af CDM by providing the framework for the 
installation of smart meters in all homes and smo!l businesses in On!ario by December 31, 2010. These meters are expected 
to be capable of meosuring ond reporting usage over p\edetermlned period$, being read remotely, and, when combined with 
communications systems, wl!! be capable of providing customers with access to information abov! thefr consumplion. In 2007, 
the Province appointed the !ESO os lhe interim smart meter entity that wiH oversee the coUection and management of data. lD071 

including our distribution bus.inesses, ore accountable for the deployment of smart meter lnfrastructvre and relah;!d technology for 
communicatlons to meef minimum requirements as defined in regulations, as well as the implementation of lime-of-use roles, !n 
20 l 0, we conllnued our focus on building an advanced distribution solvtion and launched ovr smart grid inlliofive to leverage the 
infrastructure from our smart meter investment which is required to conned and manage Iorge volumes of distributed generolion on 

our dlsir!bulion system {see Future Capl!al Expendth,Hes}. 

Renewed Regulatory Fromework 
On October 27, 2010, the OEB announced its plan to develop a renewed regulatory framework for electriciiy given !he signiftcar.f 
role network Investment writ hove in the dectridly sector in the future. The renewed regulatory framework will be developed lhrovgh 
three policy in motives. First, the OEB will re-examine its approach to network investment planning by transmitters. and distributors, 
indud!ng considering woys to encouroge distributors and transmitters to plan their investments with the total bill Impact in mind. 
Second, if wlH review lis role mifigotton policy by examining alternative approaches and rate treatments that might smooth the Impact 
of role or blll fncreose.) on consl)mers. Third, it will review its current rote-making policies to ensure that they continue to faci!Hote the 
cost-effective and efficient implementation of OE&approved plans. 

Transmission Rate$ 
Hydro One Networks 
The IESO focllilates payments to us based on the Ontario Uniform Transmission Rates (UTRs) approved by the OEB for all transmitters 
across Ontario. 

On August 16, 2007, the OEB issued its decision in respect of our 2007 and 2008 transmission rote application. As port of that 
decision the OEB approved the disposifton of export and wheeling fees liobrlity and the transmission morkerreody regulatory osset, 
which wos factored into rates and refunded to customers cy.;er the fovr-year period ending December 31 1 201 0. 

On May 30, 2008, we submitted on applicolion to the OEB to odiusf UTRs for our Transmission Business, effectivejonoory 1, 2009. 
On August 28, 2008, the OEB approved our application reflecting the 2008 OE&approved revenue requirement given the fu!l 
repayment to customers of the Earnings Shoring Mechanism and Revenue Difference Deferral Account as of December 31, 2008. 
This resu!!ed In an overage increase of approximately 9% in our revenue requirement dlocotion from UTRs and on approximate 1% 
increase on an average customer's toto! bll!. 

To achieve the necessary funding in support of aging criticol 1nfros1rvcture ond inves1menfs1 we submitted a transmission rote 
applicaHon for 2009 and 2D 10 rates in September 2D08. The application sought OEB approval for revenue requirements of 
approximately $1,233 million and $1,341 million based on on ROE of 8.53% and 9.35% for 2009 and 2010, respectively. 
On May 28, 2009, the OEB issued its decision, effective july 1, 2009, which resulted in o reduced revenue requirement of 
$1, 180 million and $1 ,24D million in 2009 and 2010, respectively, primarily due too lower approved ROE of 8.01% and 
8.16%. The dedslon also required the establishment of new variance accounts to !rock the difference between the forecasted and 
octvo! external revenues for export servlo;:s, secondary lond use and net moinfenonce services, primarily provided fo generators. In 
its decision, the OEB disallowed development capital expenditvres of $180 million in 2010, but agreed to reconsider the proiects 
if addiHonal evidence was provided. On September 4, 2009 1 we flied supplemental evidence regarding two of the development 
capitol proiects amounting to approximately $160 million. On December 16, 2009, the OEB approved our supplemental 
submission increosing the opproved 20 I 0 revenue requirement to $1 ,257 million on the basis of an updoted 2D 10 ROE of 8.39%. 
These decisions resulted 1n on increase in transmission tariff rates of oppro.xlmole!y 2% and 9% for 2009 ond 2010, respecllve!y1 

representing a less than l% increase on on average customer's lotol bill in each year. 

On December 11, 2009, the OEB issued its final report on the cost·of-capita! review, which concluded. that the formu!crbased 
return on equity (ROE) needed to be reset and refined. On january 51 20 l 0, we filed a motion with the OEB fo review aspects of 
its decision on our 2010 transmission roles, including an increose of the ROE used in co!culoting the 2010 revenue reqwiremenl to 
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9.75% from 8.39%, based on the new OE&opproved formula. On AprilS, 2010, the OEB issued ifs decision, denying Hydro One 
Netvvork's motion to vory 1he ROE used lo calculale the revenue requirement for 2010 transmission roles. As o fBSIJit of the decision, 
the 2010 revenue requirement remained at $1 ,257 million on the basis of on ROE of 8.3Cl'k.. 

On Nv::Jy 19, 2010 we submitted on application for 2011 ond 2012 transmission rates In conHnued swpport of' oor aging critical 
infrostrvcll.Jre and the suppty mix objec!ives for generation, induding off.·coallnltiotives and initiot1on of investments in support of the 
GEA This opplico!ion sought the approval of revenue requirements of approximately $1 ,~46 million for 2011 ond $1 ,547 million 
tor 2012, which represents an e$limated increase in rates of 15]% and 9.8%, respectively, or 1.2% ond 0.7% on on overage 
customer's monthly bilL The application was filed using the new OEB-opproved formula for ROE and took info consideration the 

OEB staff report on the regulatory treatment of infrastructure investment in connection with rofe:<reguloted acttvitles (RRA} of' Ontorlo 
distributors and tronsmftl:ers, issued in january 2009. 

On December 23, 201 0, the OEB issued its deci'sion effective Jonuory 1 , 20 l 1 , which resulted in a revenue requirement of 
$1 ,346 million for 2011 and $.1 ,658 million for 2012, reflecting transmission role changes of approximately 7% in 2011 and 
26% in 2012. The 2011 revenue requirement wos lower than requested prlmorlly due too lower prescribed ROE resvlting from 
a lower forecasted cost of debt, the denial of our reqvest to recover the cost of co pita! of the constwdion work-in-progress for 
Bruce to Milton and an opero1ion, maintenance and administration envelope- reduction. Ou:r 2012 revenue reqvtrement was also 
impacted by the above noted foetor$, but wos higher than originally submiHed due !o the OEB directing our Company !o odopi 
!FRS accotJnting for indirect overheads copi!alized, resulting in approximately o $200 million increo.se in 2012. Ou'f Company was 
required to e.stab!l$h a vorionce account !o capture any difference in. the revenue requirement impad al1ributed to adopting !FRS 
copi1olizalion accounting in 201 2. 

On jonvcry 17, 201 l, the Power Workers Union submll1ed an appeo! of lhe decision to the Ontorio Superior Court of Ju.slice 
(Divisional. Court) asserting that the OEB foiled to permit our Company to recover proposed prudently incurred operation, 
maintenance and odminfstrofion cosls and therefore, that o legal error was made. The appeal is not ontldpated fo affect the 
coHection of the new 2011 transmission roles durtng the proceeding. 

Distribution Rates 
As a distributor, we are responsible for de!rveri'ng electricity and billing ouf costomers for our approved distribu!ian roles, purcha.sed 
power cos~ ond other opproved regulotory chorses. Subston!iolly oil of our purchased power cools and other approved regulotory 
charges are settled throogh the fE$0, which facilitates payments to olher parties such as generolors, the Ontario Efedrictty Financial 
Corparofion [OEFCI ond the IESO itself. 

In 2006, the OEB inifio!ed o process lo establish on Incentive Regulation Mechanism (IRMI for the years 2007io 2010. The 
process induded a formulaic approach fo establishing 2007 rates wllh a rote rebasing opprooch to bs staggered across ol! Ontario 
distributors between 2008 and 2010. 

Hydro One Networks 
On December 18, 2008, the OEB issued a decision approving oubs!an!ialfy all of the work program expenditures submitted in 
ovr 2008 cost~f.servlce, dlstrlbutlon rote applicanon. The decision was $fectlve May 1, 2008 with an implementation dote of 
February l, 2009, and approved the establishment of the Revenue Recovery Account or Rider 4 to record the reve-nue diHerenliol 
between existing distribution roles and new rates from May 1, 2008. The Rrder 4 is be-ing recovered over a 27·month period, 
commencing February 1, 2009 and ending April 30, 201 1. As part of it.s decision, th~ OEB also approved certain excess 
functionality expenditures for smart meters and the conlinvonce of the 93 cents per month per metered customer. !no post 
proceedfng, fhe OEB approved for recove-ry our expenditures incurred related to minimum functionolily for advanced metering 

infrastructure. As a resvlt, the difference between revenue recorded on rhfs basis ond actual recoveries received under existing 
role adders ore reflected as the carrying value of the regulatory asset account. 

In late 2008, we filed an incenlive regulation application for 2009 rates, which was updated in januaty 2009 to reflect the 
impact of the 2008 dlstrtbu!ion rote- decision. The application was filed on the basis of the OEB's third-generah'on !RM process, 
which adjusls rates by considering inflation, productlvlfy largel's, significant events outside the control of management and a capilol 

odjustrnen!· mechanism lo recover co.sls for new incremental capitol coming ln service be-yond o: prescribed threshold. On 
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May 13, 2009, the OEB released ifs declslan approving the basic IRM increase and o charged $1.65 per monlh per metered 
customer for smorl meters. The revised rates were approved effective MDy 1, 2009 wilh on implemenfo!lon dole of jvne l, 2009, 
and resulted ln on increase of less thon 1.5% on on overage O,Jstomer's toto! bilL 

On July l 3, 2009, we filed a cost-of-service app!icatton wi!h the OEB for 201 0 and 201 1 dislribuUon rates reflecling our plan 

to invest in owr network assets lo meet obiectives regarding public and employee $0fety; regulatory ond !egis!ofive comp!lonce; 
maintenance of system .security ond relioblhfy of system growth requirements; and investments required by lhe GEA The application 
sought OEB opprovol of revenue requirements of approximately $1, 150 million ond $1 ,264 million based on on ROE of 8. 11% 
and 9.09% for 2010 and 2011, respectively. The resulting distlibution tariff ra"< increase wos opproximo"<ly I 0% and 13% in 
201 0 and 20 ll , respectively, or approx.fmotely 3% and 4% on on overage customer's lotol bJIL 

Our application tnduded the Green Energy Plan (GEP) far our Distribution Business, filed in response lo the GEA, which direcred 
the OEB to require transmitters and distributors to file plans that would lead to !he expansion of fhelr systems to facilitate renewable 

energy Our plans identified the expansion and reinforcement of the distribuUon system required to accommodate the connection 

of renewob!e energy generolion facilities and outlined the development and implementation of the smart grid in our distribution 
system. Our GEP reflected changes to the Ontario Energy Soard Act, !998, os amended by the GEA and slipuloted in Ontorio 
Regulation 330/09. The amendments provided o new mechanism for rote protedion, whereby some or all of the OEIX>pproved 
costs lhcwed by a distributor to make on eligible Investment for the purpqse of connecting or enob!!ng lhe connection of renewable 
energy generation to lfs distribution system may be recovered from all provlndol rotepoyers, rather thon solely from rolepoyers of the 
distribvtor making the investment. 

On April9, 2010, the OEB released its decision approving revenue requirements of $1,146 million for 2010 ond $1,236 million 
for 2011 to support the necessary work programs, the imptemenlotion of the GEA and the tnstoHotion of smart meters. The 2010 
and 2011 revenue requirements were lower than originally requeS!ed, reflecting reductions in operation, mofnfenance and 
administration expenses, coplfol expenditures and working capita! requirements. A::. port of 11$ decision, the OEB also approved 
certain disfributian-re!oted deferral account bobnces sought by our Company in our application, Including retail settlement variance 
accounts, the remainder of a regulatory asset recovery account, retail cost variance accounts ond smart meters. The OEB ordered 

!hat the approved balances be aggregated into o single regulatory account !Rider 61 lo be recovered over on 18·month period from 
May 1 , 2010 to December 31 , 20 I 1 . further, lhe OEB requested the establishment of deferral accounts to !rock the difference 
betvveen the revenue recorded on the basis of our GEP expenditt;res incurred and oGtvo! recoveries received under Jhe approved 
funding adder or rider. 

The 20 l 0 dislribulion rates were imp!emenled on May 1 , 201 0, reflecting o rate increase of approximately 9. 3%, or approximately 
3% on on average cuslomer's toto! bill. Our 20 ll revenue requirement was adjusted lo reflect the OEB's decision to decrease 
OM/5A by $40 million and was adjusted lo refled a $44 million capilal program redudion. On November 15, 2010, the OEB 
issued its cast of capital porometer updates far rates effective January I, 2011. The new ROE value far 2011 is 9.66%. Applying 
this lower ROE produces o revised revenue requirement of $1 , 218 mil!lon. The opproved 20 l 1 revenue requirement resuhs in an 
overage distribofion rote increase of opproxlmo!ely 8.7% for 20 ll, or 3.0% on on overage customer's toto! bilL 

Hydro One Brompton 
On November 7, 2008, our subsidiary Hydro One Brompton flied an application for 2009 roles on !he basis of the OEB's second
generation !RM policy, which incorporales an OEB-approved formula tho! considers inflation and efficiency forgets. On .M.arch 13, 
2009, the OEB released its deds!on and revised role$, lndvding on amount of $1.00 per month per metered customer for smart 
meters, were approved for implementoflon effective 1Vv::r.; l, 2009. Overall, the lmpoct on on overage customer's total bill was 
morglna!. 

On November 6, 2009, on application for 2010 distribution rates was filed on the basis of the OEB's second:gene~alion JRM 

process. On Aprl~ 13, 2010, the OEB released its decision regordfng this rote opplicalion approving our submission on the bosts of 
the OEB's cos!-okopifal ond second-genero!ion IRM policies. The revised roles were implemented on May 1 , 2010 ond resulied in 
o redtJdion of approximately 8.3%, or 2.2% on on overoge cusiomer's total bill in the year. 
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On june 30, 2010, we svbmilled o 2011 cosl-ohervk:e opplicolion, which was subsequenlly odiusted on September 2, 2010 to 
reflect the Canadian Accounting Standards BoardS decision to al!ow the deferral of the adoptiOn of lntematlonol financial Reporting 

Standards (!FRS) implementation for rofe-regutoled entities to january 1 , 2012. The updated submission was filed on November 8, 
2010 and reque.$ted o revenue requirement of opproxfmOtely $63 million. Th9 oro! hearing conclwded on December 7, 2010 and 

we exped a decision In the first quarter of 2011 . 

Hydro One Reme>te Communities Inc, 
On August 29, 2008, we filed a 2009 cost-of-service rate application proposing an increase of about $1 0 million over the 2006 
approved revenue requirement as o result of increased fuel costs. On April 30, 2009, the OEB i-SSued a decision regording this rote· 
application approving aU work program expenditures and the proposed role increose of 4.4% effective May 1, 2009, resulting in a 
4.4% increase to on overage. residential' customer's toto! bill. 

On November 4, 2009, we filed an application for 201 0 rates under the OEB's third-generaHon IRf\.\ which sought approval of an 

increase to basic rates for the distribution and generation of e!~:tdricity effective N\ay 1, 2010. The increase refieded the standard 

inflationary adiustmenls incorporated in the third-generation IRM applications. On April 14, 2010, the OEB issued a decision 

regarding this rate application under the OEB's third-generation lRM polici~. The revi.se<;l rates were approved for imp!ementolion 
on May l, 2010 and reflect an increase of approximately 0.4%, the overall impact of which on an average customer's total br!i !s 
marginal. 

On October 1:5, 2010, an opp!lcotion for 2011 distribution roles was filed on the basis of the OEB's third-generation !RM seeking 
approval for on increase of approxi'motely OA% to basic rates for the distribution and generation of eleclridty effective Moy 1, 
2011, We expect to update our requested rate increase when the OEB issues its inflation- and produclivity factors for !RM filers in the 

firs1 quarter of 201 L 

RESULTS OF OPERATIONS 
Revenues 

Year ended December 31 (Canadian dollars in millions) 
Transmission 

Distribvflon 

Other 

Average onnval Ontario 60.mlnvle peak demand (MVv} 1 

Dlslribufion- uni!s distributed to customers (M'h} 1 

1 Sys!em1elated s!otlslics include preliminary figu<e1 for December. 

Transmission 

2010 
1,307 
3,754 

63 
5,124 

21,572 
29.1 

2009 $Change %Chonge 
I, 147 160 14 
3,534 220 6 

63 
4,744 380 8 

20,798 774 4 
28.9 0.2 

Transmission revenues predominantly consist of our lransmission tariff, which 1s bosed on the monthly peak demand for electricity 
across our high-voltage network The tariff is designed to recover revenues necessary lo support a transmission system with sufficient 

capaci!y to accommodate the maximum expected demand. Demond is prlmarily influenced by weather and economic conditions. 
Transmtss1on revenues otso indude exporl revenue associated with transmiftfng excess generolion to surrounding markets and 

onci!!ory revenues which are primarily oltributob!e to maintenance services provided to generators and secondary use of our lond 

righls-of-woy. 

Our tronsmis$iOn revenues were hlgher by $160 million, or 14%, compared to 2009. The OEB rendered its decision on our 2009 

and 20 1 0 transmission rote application on May 2 8, 2009. The deci~ion followed extensive oro! and written reviews of our evidence 

submitted for the neceoory funding fn support of system requirements. The resulting tariff increases approved effective July 1, 2009 

and january 1 , 2010 support our in-service capitol investments. in respect of the Province's supply mix policy, including the phas~ut 

of coal-fired generation and addressing aging infrastructure. These increases resuhed in higher revenues of $119 million. We also 

experienced higher revenues of $12 mrllion as.socloted wtth cerloin OEB-approved deferral accounts os a resv!t of the decision. 
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Also confribiJfing to increased revem.1e was the higher overage monthly peak demand experienced during the yeor. The overage 
annual Ontario 60minule peak demand and the overall related load were 774 MW and 9,282 MW higher than last year, 
respectively, resulting in higher reven1.,1es of $37 mi!!ion. Weother was generally milder over the winter months and unseasonably 
hot during the summer months, compared lo the prior year. Our system performed well under these extreme conditions. 

Transmission tariff reventJe incre0$es were port tally off.set by lower ancillary revenwes of approximately $8 million due to the lmpod 
of the /W:Jy 28, 2009 OEB decision. Consistent with this decision, ancillary revenues received ln excess ofOEB-approved leveh are 
recorded in a regulatory liability account and art;: not recognized os revenue. 

Qistribution 
Dfstrlbulion revenues indude our distribullon tariff and amounts to recover the cost of purchased power used by our customers. 
Accordingly, disfribulion revenues are influenced by the amount of e!ectricily we distribute, the cost of purchased power and our 

distribution tariff rates. Distribution revenues also include o minor amount of and!o:ry distribution services revenves, such os fees 
related 1o the !)Se of our poles by the le!ecommun!colions and cable television industries, and misce!!oneotJs charges such os those 
for late poyments. 

Distribvtion revenves increased by $220 million, or 6%, compared to 2009, including on increase in the recoveiY of higher 
purchased power costs of $148 million, os described below in the section "Pvrchased Power:" 

Increases in revenue reflect two OEB decisions on the distribulion tariff rates of our subsidiary, Hydro One Networks. On May 13, 
2009, the OEB approved new tariff rates under the third-generation IRM effective May I, 2009. On Apri19, 2010, the OEB 
approved new tariff roles following our cost-of-sendee appticatlon effective tv\oy l, 2010. Bo!:h decisions followed extensive written 
and oro! reviews of lhe evidence we submmed for fhe maintenance and inveslment reqvirements of the distribution syslem, including 
those to support renewable distributed generation. The combined lmpoct of these decisions was on $82 million increase. These 
tariff role increases support the maintenance ond investment requirements dour distribution system and enable the safe and reliable 
delivery of electricily to our customers throughout Ontario. We also experienced higher revenues of $7 million ossoc·ioted with 
certain OE&opproved deferro! accounts for the year: 

D!stribl.llion revenve increases were portlolty offset by lower energy consumptlon, restAting primarily from the milder weather fn the 
first quarter of the yeor, partially offset by unseasonably hot weather during the summer months, which reduced our dislrlbution 

revenues by $3 mi!!ion compared lo lost year. In oddmon, revenu~ os.socfoted with the recovery of o dlsfribution-reloled regulatory 
occount ceased effective April 30, 2010, resulting in a revenue reduction af $16 million compared !o lost year. 

We also experienced higher ancillary revenues af approximately $2 million compared !o the prior year. 

Pur<:ha•ed Power 
Pvrchosed power costs incurred by ot;r Dislrfbut1on Business represent the cost of electricity delivered to Cl,.lsfomers wilhln ovr 
distribution service territory and comprise the wholesale commodity co$t of energy, the Independent Electricity System Operotor'.s 
(!ESO} wholesale market service charge:;, ond transmission charges levfed by the .lESO. The commodlty cost of energy for <;:erloin 
bv.~<Volume ond designoted ctJslomers is based on the OEB's Reguloled Price Pion {RPP), which consists of a two-tiered priclng 
structure with threshold omounts and a separate pricing stwc1ure for RPP customers on tlme-o~use billing, both odiusted twice onnuolly. 
The vast majority of RPP CtJslomers ore ontfcfpoted to be on tlme-o~use billing by the end d Jvne 20 l l . Customers that ore not 
eligible for the RPP pay the market price for eleclricity; adiusted for the difference between market prices and the prices pold to 
generators t.~nder the Electricity Restrvcturing Act, 2004. A summary of the RPP for the reporting period is provided belovy. 
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Summa ofRPP 
Tier Threshold (kWh/monlh) Tier Roles (cenls/kWh) 

EffediveDate Residenlial Non-Residen!io! Fir$t Tier Second Tier 
November 1 , 2008 1,000 750 5.6 6.5 
Moy 1, 2009 600 750 5.7 6.6 
November 1 , 2009 1,000 750 5.8 6.7 
May!, 2010 600 750 6.5 7.5 
November 1 2010 750 6.4 7.4 

RPP lim!i=<lf=Use Roles (cents/kWh) 
EffediveDare On Peok Mid Peok Off Peok 
May1,2010 9.9 8.0 5.3 
November 1 2010 9.9 8.1 5.1 

Purcha$ed power costs increased in 2010 by $148 million, or 6%, to $2,474 million for !he year compared to 2009. The lncreose 

in our purchased power cos!$ was primarily due to the impod of changes in !he OEB's RPP rate for residential ond other eltglble 

cuslomers of $84 million, higher lransmisslon charges of $33 ml!lion due to the OEB's transmission rate decisions effeclive Juty l, 

2009 and january 1, 2010, higher purchased pcwer costs for cu~omers lhot are nol eligible for the RPP of $33 million and higher 
demand for e!ectrlcily of $13 million. The effect of these increases was partrolfy offue1 by !ovver wholesale market service charges 
levied by the IE SO of $15 million. 

Operation, Maintenance and Administration 
Our operation, malntenance· and odministro:tion <:osts consist of labour, mot-erial, egulpment and purchased services which svpport 

the operation and maintenance of the transmission and drstribt.Jtron systems. Also indvded in these costs ore property taxes and 

poyments tn t!eu thereof on our transmission and dfstr!bution line$, stations and buildings. 

Operation, maintenance and administration costs for each of our three business segments were as follows: 

Yeor ended December 3! (Canadian dollars in miilions} 2010 2009 $Change %Change 
Transmission 416 438 122) 151 
Distribution 602 564 38 7 
Other 60 55 5 9 

I 078 1,057 21 2 

Transmission 
Operation, maintenance and administration expenditures incurred to $USia in ovr high·vo!tage tronsmission stoti.ons, lines and rights

of-way decreased by $22 mf!lion, or 5%, in 2010 compared to lost year. Within our work programs, we continued to invest 

in the sof-e and reliob!e operotton of our transmission system that spans Ontario. We subslonHolly completed our work program 

requirements whlfe fOCt.Jsing on produclMty, Effective delivery of our maintenance program, portlcuiady on power equipment, 

enabled us to reallocate resources to the timely delivery of our expanded copllol programs. Given favourable weather condltions 
in the first half of the year, together with productfvlty fmprovemenls resuhing from the implementation of our enHtywtde information 

system, we were able· to effectively execule our work programs. As o resv!l, we experienced lower planned lfne- mointenonce 

expendittJres, lower expenditures in ow forestry programs and lower requireme-nts for engineering supporl. Our expenditures in 
support of our 1Tansm1ssion system have also decreased by $8 million, prlmari[y reflecting the redtreclion of resources and the 

eliminolion of copi!ol lox by the Canada Revenue Agency ICRAI effective July 1, 201 0, pcrliolly offsel by a one-lime contribulion 
of $27 million to the pension plan during lhe lost quarter of this year. 
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Oistribution 
Operation, maintenance and administration expenditures required to mo~ntoin our lovv-vo!toge distribution system increased by 
$38 mi'llion, or 7%, compared to bst yeor, Oor work program expenditvres increosed by $11 million primarily as a resvlt of 
favourable weather allowing us to deliver o lorger forestry program in o cost~ffecfive manner. Addmonolly, we experienced 
increased requirements within our Cl)Sfomer care and engineering support programs, as we!! as within our smart meter program 
due to Oflgoing operol\ono! C0$15 for installed meters. These expendilures were portlo!ly offset by !ower expenditures wilhln our hnes 
maintenance program, including storm restoration, inspection and tesling of pole transformers and field meler readings as installed 

smart melers begin to reach the requlred !eve! of reliable Communlcat!on. Our expenditures Jn support of our distribution system were 
higher by $27 million, reflecting a one-time contdbution !o the pension plan of $21 million during the last quarter of this year as 

well os the rediredion of rewurces, portiolly offset by the elimination of capitol lox by the CRA effective july 1, 2010. 

Depreciation and Amortization 
Depreciation and amortiza!ion expense ref!ecl a net increase of $46 million, or 9%, to $583 miUion in 2010 compared to last year. 

This was mainly o!lr!butob!e to increased depreciation ond amortization expense of $45 ml!lion from new os.sels coming into service, 
consistent with our ongoing capita! work program. A further increase of $7 million was the result of increased fixed asset removals 
associated wlth our copHo! projects, Amortization d regulatory and other assets decreosed by $6 million due lo the completion of 
the amorfizolion of o dls1ribufion regulatory account during the second qvorler of this year. parlia!!y offset by increased omorlizotion 

of o1,1r environmenlol regulatory asset re!oted Ia higher expenditures neces.sory to comply with Environment Canada's regulations on 
the removol of polychlorinated biphenyls. 

Financing Chargos 
Financing charges increased by $34 m!Ufon, or 11%, to $342 million for 20 l 0 compared to !ast yeac Financing charges increo~ 

by $40 million mainly d1Je to on increased average !eve! of debt, portlaHy offset by o !ower average effective interest rote, lower 
capitalized (nterest of $4 million also contributed to higher financing charges this year. Although we had higher feve!s of construclion 

in progress, we capitalized less interest dl)e Ia lower OE&opproved interest copifolizatjon roles, These iocreoses were partially offset 
by changes in Interest income and other ancillary amounts which reduced overall !inancing charges by $10 million. 

Provisic;m for Payments in Lieu of Corporate Income Taxes 
We moke poyments in lieu of oorporate income !oxes IPils) to the OEFC in accordance with the ElectriciJy Act, 1998 and on the 
some bosis as if we were $-tJbied to federal and provincial corporate faxes. In providing for payments in !leu of corporate income 
taxes, the liobilily method is used. The change in future foxes relating to both the unregulored ond regulated businesses, in respect 
of temporary differences !hot are no! considered for the ra!emoklng process, results in a future tax provision that is charged to the 
income statement. The change in future taxes reloling to temporary differences of the regulated business !hot ore considered for the 
role-making proces.s re.s.ults in o regvlotory ossel or regulatory liability. 

The provision for poymenls in lieu of corporate income faxes increased by $10 million, or 22%, to $56 million compared to 2009, 
The increase was prlmort!y due to higher pre-tax income in the year, portial!y offset by higher net temporary differences re!oled to 
certain regulatory accounts and a reduction in the· statutory rote from 33.0% to 31 .0%. 

Net Income 
Ne! income of $591 million was higher by $121 million, or 26%, compored to 2009 resul~. Revenues were affected by the 
OEB-approved rote decisions that support investments in respect of supply ro!x policies, including the phase-out of coaHired 
generation, necessory molnlenonce and investment requirements of ow systems, ond investments. lo address aging lnfros!ructure, 
These investments in our transmission ond dislribution systems are reflected in !he increase of approximately $1. 1 billion in our fixed 

assets from the prior yeor. Revenue.<;; were olso affected by a highef overage monlh!y peak demand due to hotter than average 
weother during the .summer months, partially offset by milder weolher dvring the winter months, These impacts were partially offset by 
a one-lime contrlbvtion lo our pension p!on, whlch wos enob!ed by our effective cost management over operating costs in the year, 
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Quarterly Results of Operations 
The following toble set> forth unaudited qoorterly information far each of the eight quarters from March 31., 2009 through December 
31, 2010. This inbrmotlon is derived from our vnaudited !nterlm Consolidated Financial Statement$, v.11lch, in the opinion of 
management, have been prepared on a OOsis consistent with the· ovd!ted annud Consolidated Financiol Stotements and which 
include the normal recurrln.g ad[ustments necessary for fair presentation of our financial poslllon and results of operations for those 
perlods. These operating resiJ!ts are not necessor1!y indk;otfve of results tor any future period and should not be relied upon lo predict 

our future- performance. 

(Canadian dollars in millions/ 2010 2009 
Gvorter ended 0.:.:.31 Sep.3Q Jun. 30 Mar. 31 Dec. 31 s.e. 30 jun. 30 Mar. 31 

T01ol revenut:!s1 1,280 1,360 1,165 1,319 1,207 1,144 1,090 1,303 
Ne! income1 99 218 105 169 111 100 82 177 
Net income to common shoreho!der1 94 214 100 165 106 96 77 173 

1 The demand for eledria1y generally follows normal weorl1er1"efoted variations, and lherefure owr electriclty-n;Ja!ed revenues and profit, all othE.'f lhll"<gl> being 
equal, would !emf to be higher fh the !i'rsl and lhlrd quarters 11-on ln !he second and bl:~rth quarters. 

LIQUIDITY AND CAPITAL RESOURCES 
Our primary sources of liquidity and capltal re~urces are funds generated from operations, debt capitol merkel borrowings 
and bank financing. These resources wiH be used to sa!isfy our capita! resource requirements, which continue to include capita! 

expenditure-s, servicing and repayment of our debl, poyments related to our outsourcing orrongements, inve.sttng activflies ond 

dividends. 

Summary of Sources and Uses of Cash 

Year ended December 31 (Conodion dollars in millions/ 
Opom6ng odivities 
Fi.noru;ing CICtivities 

long-term debt issued 
longierm debt retired 

Short·term notes poyobk; 
Dividend> paid 

Investing ac!M6 .. 
Co pilaf expenditures 
long-term inveslmenls 1 

Other financing and investing activities 
Net chonge in cash ond «~>h O<f!livalents 
1 Represents $250 million of Provirn;:e of Onlario Flooting Rota Notes, 

Operating Activities 

2010 
1,164 

1,500 
16001 

(55) 
(28) 

(1,570) 
(250) 

37 
193 

2009 
892 

1,150 
14001 

55 
1188} 

(1,566} 

15 
1421 

Net cash from ope:rofing activi!les increased by $272 million to $1,164 million compared to last year. This lncreose primarily 
reflects higher net income and changes to accoun!s payable balances due to increases such as our purchased power cosls related 

to the demand for e!ectrlcliy, timing of prepayments from customers and increased taxes payable reloteO to the implementation of the 
HST. Changes in accounts receivable· bofances and in certain regu!olory occot.mts obo impacted net cash from operations. 

Financing ActivitiES-
Short-term. liquidity is provided lhrotJgh funds from operations, our Commercial Paper Program under which we are authorized to 

issue up to $1 ,000 million in shorHerm notes wHh o term lo mohJrily of less ihon 365 cloys, ovr revclvlng credl't facility and through 
our holdings of Prov~nce of Ontorio Floating Raie Notes. 
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At December 31, 2010, we had no short-term notes outstanding. The Commerda! Poper Program is supported by o toto! of 
$1 ,500 million in liquidily facilities comprised of a $1 ,2.50 million commiffed revolving credil focilily wi!h a syndicate of bonks 
ond the holding of $250 million d Province of Ontorio Floating Role Notes. The shorHerm liquidity vnder this program together 
with anticipated levels of funds from operations should be sufficient to fund our normal operating requirements. During the second 
quarter, we increased the amount of our $500 million revolving credit facility, entered into in the first quarter, to $1,250 million and 

we extended the term of !he IOcilily !ojune 2013. Also in !he second quarter, we cancelled !he $7.50 million revolving credil focilily 
which would hove molured in August 201 0. 

At December 31, 2010, we hod $7,775 mllllon in long-term debt outstanding, indudlng the current portion, Our notes ond 
debentures malure between 2011 and 2046. tong-term financing is provided by our access to the debt ma.rkels, primarily through 
our lv\edium-Term No1e JMTNI Program. On ju!y 27, 2009, we filed a base shelf prospectus to renew our MTN Program for another 

25 months. The maximum authorized principal amount of medivm-lerm notes Issuable t.mder this program until AugtJst 2011 is 
$3,000 million, of which $1,250 million was remaining and available as ot December 31, 2010. 

DBRS l!mi!ed 
Nloody's Investors Service Inc. 
S&P 

ShorHerm Debt 
R-1 {middle! 

Prlme-1 
AI 

Rolin 

A{high) 
Ao3 
A+ 

We have the CtJs1omary covenants normally assodoted with long·!erm debt. Among olher things, our long·term debt covenants 
If mit our permissible debt os o percenloge of our toto! copltohzonon, limit our ability to sell assets and impose o negative pledge 
provision, subjecllo customary exceptions. The credit agreements related to our credlf foc!!Jties hove no material adve~e change 
douses that covld trigger default. However, the credit agreements requ·lre !hot we provide notice to the lenders of ony materia! 
adverse change within three business days of the occvrrence. The agreements olso provide limi!otlons that debt connot exceed 
75% of lolo! coplto!fzofion and thot debt issued by our subsidiories connot exceed· 10% of the total book value of ovr ossels, We 
are ln compliance w1th aU of these covenants ond limitotions os of December 31, 2010. 

In 2010, we successh!Uy issued $1 ,500 mlUion in cost-effective long-term debt vnder our MTN Program, consisting of $1 1000 mtl!ion 
in the first quarter and $500 mi!llon in the third quarter. We repaid $600 million in maturing long·term debt, including $400 million 

in !he second quarter ond $200 million in !he four!h quarter, In 2009, we issued $1, 150 million in long-term deb! under our MTN 
Program and repaid $400 million ln molurtng bng·term debt. During 2010, we reduced our shorHerm notes by $55 million, aU !n 
the first quarter. In 2009, we increased our short-term notes by $55 mll!ion. 

Common dividends ore declared ot the so!e discretion of our Boord of Directors, and ore recommended by management bosed 
on results of operotfons and maintaining lhe deemed regv!otory capitol structure. Flnonda! condition, cash requirements and other 
relevant foclors s!Jch as industry practice ond shareholder expectations ore also token info consideration, Common dividend$
pertaining to the quarterly financial results are generally declared and paid in the Immediately following quarter. 

In 2010, we paid dividends to the Province in the omounl of $28 mi!l'1on, consisting of $1 0 million in common dividends and 
$18 million in preferred dividends. In !he oomparolive period, we paid common dividends of $170 million ond preferred dividends 
of $ 1 8 million. In 20 1 0, cosh dividends per com moo shore were $100 compared lo $1 ,700 per common shore in 2009, Cosh 
dividends per preferred shore were $1,375 in eoch of 2010 ond 2009. 

Our objectives with respect to our capitol structure are to molntoin eff~ive access to capitol on o long-term basis ot reoronob!e 
ro1es, and to deliver appropriate financial returns. In order to ensure ongoing effective access to capitol, we target to maintain on 
"A" cotegory long-term credit rating. 
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Investing Activities 
Cosh l!Sed for investing octivifies, primorr!y representing copil'ol expendflures to enhance and reinforce our transmission and 
distribt.Jtfon infrastructure in the public interest, was as follows: 

Year endod December 31 {Canadian dollars in millions} 2010 2009 $Change %Change 
Tronsmi:wion 936 918 18 2 
Dtslribu1ian 629 643 1141 121 
Oiher 5 5 

1,570 1,566 4 

Transmission 
Transmission capitol expenditures increosed by $18 million in 20 l 0 to $936 million, compared to 2009. Expenditures to expand 
and reinforce our transmission system were $524 mlflfon, representing an increase of $7 million over lost year. These expenditures 
primarily consist of those on inler-oreo network and local oreo supply development projects. We completed o number of mulhyeor 
projects ond put them in service and ather projects are beginning to progress. We continued to Invest in o number of inter-area 
network upgrade proj.ecls to St;pport the Province's su-pply mix objectives for generotion. We o!so continued to make investments 

ln. our local oreo supply projects to address growing loads. These expenditures were partioHy offset by a reduction In expenditures 
associated with load customer connection projects os we!! as local areo supply ond inter-oreo nelwork projects thol were substantro!ly 
completed this year. 

[nter-area network upgrades wilh significant expenditures induded the Broce to fv\i!ton Tronsmission Reinforcement Project to conned 

refurbished nuclear and new wind generation sources in the Huron-Grey-Bruce· area, and the Northeast Transmiss-ion Reinforcement 
Project, which wrl! increase lhe North-South interface transfer copobillty to access available northern generation. The Northeast 
Transmission Reinforcement Proiect is comprised of work to install static vor compensators(SVCs) at Porcupine and Kirkland lake 
TransfOrmer Stations. In odditlon, we ore fnsta!llng SVCs of Nanticoke and Detweiler Transformer Sta!lons, which in the short term 
will support increased gene-rofion from the Bruce Nuclear facility and in the longer term, will enhance the transfer copobi!ity belvveen 
Southwestern Ontario ond fhe Greater Toronto /veo (GTA). The insla!!otton of SVU represents: n~:;W' technology to ovr system and 
we successfully pvl one of them i:n service ot the end of the year. These investments were partially offset by lower e-x~nditures 
associated with the instaUotfon of copocltor bonks in Southwestern Ontorio, which ls substantialfy complete. Thts equipmenl provides 
fnterim prolectfon to the Bruce Nt.deor fo-cflity and expands tronsm!ss!on copodfy in Southwestern Ontorlo. fn addition, we incvrred 
lower expendih..tres associated wnh the Cherrywood Transformer Station to Cloireville Transformer Sto!ion Connection Projec:t, 
which will enable greater lransfer capability across the GTA to accommodate power flows resuliing from lhe new Hydro-Ouebec 
lnterconnecflon. Thls work was substantially compieted in the foorth quarter of 1he year. 

local area supply projects with expenditures In the period include oor Woodstock Area Transmission Reinforcement Project, which 
wiU increase copoclly to ensure supply re!labl!ily in the Woodstock orea, and ovr Sw1tch'ford Recons1ruction Project at ovr Burlfngton 
Transformer Station, whicil wll! increase the !cod supply copodty to ensure reliability of supply to customers ln the area. The GTA 
West Transmission Reinforcement Project, which hos increased capacity to ensure supply rellobiltty in the area, as well os the 
Hvronl'orl:a Switching Station to jim Yarrow Mwnfcipal Transformer Station connec!ion, which has lncreosed transmission capocity 
In the Weslern Brompton area to allow br fuiure load growth, were both substantially completed in !he firs1 quo.rter of this year, 
contributing to the redu-ction in. expenditures compared to the prior year. The final completion of our Niagaro_ Reinforcement Projecl 

continues to be delayed by H1e aboriginal fond dispute ln the Caledonia area. DfsOJssions related to the Niagara Reinforcement· 
Project continue between the oboriglna! peoples inVolved and vorlovs government enl'ities ond we expect lo complete this project 
when site access becomes- available. 

Expenditures b susbin our existing transmission system were $309 ml!lion, representing- on increQse of $25 million compared to 
2009. Th1slncreose was primarily due to increased requirements related to the refurbishment and replacement of end-of-life lines 
and stations and to higher targeted replacements of aging components, specifically within our breaker insto!!attcn. program. We 

also experienced increased expenditures within our protection ond control eqvipment program compared to the prior year. These. 
increases were- partially offset by lower expenditures wtthin our Spare Tronsformer Purcho.se and Hub Replacement Programs, 
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O~;r oth~r tronsmiS$ion copllol expenditures were $103 mll!ion, represen1ing o decrease of $14 million compared lo the prior 
yeor, Thk? redoction from the prior year wos due to expenditvres tn 2009 on our investment in on entitywide tnformolion system 
replacement ond improvement proj'ed which replaced end-of-li!e sys!ems and improved produdlvlty, !he ~ond phose of whtch wos 
completed during th~ third quarter of lost year. Further impacting the period ore expendllures incurred to enhonce information security 
ot our Ontario Grid Control Centre, which were !ower compared to the prior year as we Completed a number of enhancements 
to meet North American E!edric Reliability Corporation reqvirements in 2009. Partially offsetting these reductions were higher 
expenditures ln 20 l 0 related to the strategic purchase of power transformers in order to ensure transmission reliability lhrotJgh 
avoi!oblllty of critical long dehvery lead flme items. 

Oi•tributlon 
Distribulion capita! expendilures decreased by $14. million Ia $629 million ln 201 0, com pored to the prior year. Copltal 
expenditures to expand and reinforce our distribution network were $304 million, representing o reducfion of $20 mllllon compared 
to lost yeor. We experienced reductions relating to expendi!ures on planned line development proiects and demand line work for 
new connects and vpgrades mainly doe lo o reallocation of resovrces fo stJsfoining line work for line relocation's. The reductlon was 
also due to the substantia! completion of smart meter installations across !he province of the end of lost yeor_ During the year, these 
tower expenditures related !o insloltotions were partiofly offset by expendftt.~res on the smart meter network infrostrvcture and the 
development and integration of the systems reqtJired for llme-of-use billing, including mefer reading copobili!y ond 1nfegrot1on to the 

!ESO meter dota repository. Smart meter installations continued throughout the year os our toto! cornulotive number of installations 
exceeded 1 ,314,000 as ot December 31, 2010, thvs nearing the program's lotoltorgel. We currently hove over 1, 140,000 
meters enabled to svppor! lime-ohJse billing ond continue our efforts to mfgrofe ovr wstomers to time-of·use pricing; over 553,000 
of our customers ore now consuming power based on time-of-use pricing. Our program ls one of !he largest vtillly smart meter 
deployments in North Amerlco_ These redudions were portla!~ offset by the initiation of our Smart Grid Program which will enhance 
ovr operotfons and st.~pport dislribt.~ted generolion. 

Expenditures to sustain our distribution system were $275 million, on increase of $28 million from 2009. This increase was prlmarlly 
a result of higher reqviremenfs for transport ond work equipment and the re-allocation of resources from p!onned line development 
projects fo demand line work for line re!ocotlons In support of mtJnlcipo! rood widening projects which ore portlol!y funded by the 
municipolilies. These increows were portiolly offset by reduced expenditures os a result of fewer slorms in 2010. 

Our other dlstrtbution capitol expenditures were $50 million, representing a redtJcfion of $22 miHion from 2009, This reduction 
primarily reflects our higher prior pertod Investments in our entity-wide information system replacement and fmprovemen! project. 

Future Capital Expenditures 
Our capitol expenditures in 2011 ore budgeted at opproximotely 
$1.8 bllhon. The 2011 capitol budgets for our Transmission and Distribution 
Businesses ore about $1,050 million and $750 million, respectively. 
Capitol expenditures, as shown In th!;l oo:::omponylng chart, ore expected to 
be approximorely $1.9 billion in 2012 and opproximalely $1.8 billion in 
2013. These expenditures reflect the sus!ainment requirements of our 
aging infroslructure, budgeted ot approximately $550 million in 2011, 
$700 million in 2012 and $700 million in 2013. Development projects, 
indudfng smart grid, inter-area netvvork. upgrades that reflect supply mix 
policies to phose out coal generation, loco! area supply reqvlrements and 
requirements to enable distributed generolion, are budgeted ot approximately 
$950 million in 2011, $950 million in 2012 and $850 million in 
2013. These development investments also reflect cuslomer demand work, 
dislributed generalion oonne<::tions ond the rollout of smart grid. Other capital 
expenditures amount to opproximately $300 mllhon in 2011, $250 ml!!ton 
in 2012 and $250 million in 20 l 3. These expenditures in dude !he 
replocement of our customer billing .system to address end·of.!ife requirements 
ond to fur!her prodoc!ivity reahzolion from our enlilywide SAP p!ofform. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Transmission 
Transmission system capita! expenditures ore anHcipated to be significant over the period 201 I to 2013, amounting to about 

$3.2 bi!!lon, including program expenditures to manage !he reploc.:ement and refurbishment of our oglng transmission infros!n,JchJre to 

ensure a continued reliable StJpply of energY to customers throvghovt the province. The investment p!on indvdes targeted component 

replacements of air blast clrcult breakers, switchgeor, awtotransformers and wood pole structures to maintain the performance of 

assets. Abo, the recanstroction of transformer stations is planned for the Burlington TS 115 kV, leoside, Hearn ond Manby stotionSJ to 
ensure furure reliabilny. These sustaining fnvestments are necessary to ensure that we will continue to meet ail regubtory, compliance, 
safely and environment objectives. 

lnter-oreo nefwork projects, required to occommodat~ new generation related to supply mix potici-es, Include our Bruce to Millon 

Transmission Reinforcement Project to connect nvdear generotion and new wind generation in the Huron-GreyBnK:e areo. This 

pro!ectis anticipated to be in servfce. in 2012. We ore also installing stotion equipment, i'nduding SVCs in Southwestern Ontario, 

to increase transmission copaclty. This equipment will mitigate congestion and enhance the 1ransfer copab!lity befv.leen Northern 

Ontario an:d Southern Ontario and the transmission system north of Sudbury enabling new hydroefectric generption. 

The budgeted capita! expenditures do not include any amounts associated with new lines projects articulated ln the September 
21, 2009 letter to us from the then Mini'ster of Energy and lnfrastr~X:ture. We suspended work on those projecls after the Minister 
of Energy and Infrastructure· requested our Compcmy to focus on those items that are essential to the safe and reliable operation of 
our existing assets or projects already under deve-lopment and approved by the OEB, or ore critical to the conneclion of renewable 
generation proieds that have been identified by the OPA as part of the government's green energy agenda. In addition, in August 

2010, the OEB introduced competition for transmission exponslon projects:. As a result, we drd not indude in our budgeted capital 

expenditures any pro[ecls that could meet the definilion of expansion under the OEB's compelitive framework 

On December 22, 2010, we recefved a letter from !he Minister of Energy requesting us to proceed with the necessary planning and 
development work to advance specified transmission projects and upgrades to the system that wr!! sofe!y and reliably occommodaie 

oddttfano! feoewab!e energy from small generofion projects. According to the LTEP, we are expecting to receive direction to corry ovt 

the three speciRed projects. These transmission projects, which are identified in the LTEP, indude: 

• Southwestern Ontario Series Compensation 
• Reconduclorlng Samia to london circuits 

• New transmission line west of london 

While our CIJrrent budget does not indvde 1he estimated copitd expenditures· associated with these projects ond upgrades to the 

system, they coold be vp to approximately $1 billion over a period to the in·servfce dotes of these projects. 

The actual timing and expenditures of many development projects ore uncertain as they ore dependent upon voriolJs approvals 
including OEB leove-to-construd approvals: and environmental assessment approvals; negotiations wfth cvstomers, neighbouring 
utilities and other stakeholders; and consultations wi!h First Notions and Metis communlHes, as well os the tfming and level of 
generator conlributions for enabling fodlmes vn.der recent amendments to the TSC. We will not undertake large capitol expenditures 

withowt o reasonable- expectation of recovering them in our rotes, including those recen~y requested by the Ministry of Energy .. 

Distribution 
Copitol expenditures for the period 20 I 1 to 2013 ore estimated to be opproximoi<'lly $2.3 billion, including capitol expenditures 
to support the S!Jslainmenl of ovr capitol infrastructure. Our core work will continue to focvs on the performance of our aging 

dislribulion asset bose in order to improve .system reliability. There is a conlinuation of investments to replace end-of-life equipment 

and components, implement smart grid and focus on wood pole replacements and submarine cables to address de-terioroling a~ets. 
In addition, we wll.l continue to addre-ss the demand for new !ood conneclions, trouble co-Us, sl'orm restoration and system copob!llly 
reinforcement. 

Our Distribution sustainment work program hos been reduced consistent with the decision on our distnbutfon opplicatron for the 2010 

and 2011 rote years and os o resvlt our work program will include ln ito groduallncreose in our intended Wood Pole Replacement 

Program to address the aging poles and deteliorotron. 
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Distrlbvtion development expenditures over the period ore primarily related to cus.tomer demand work such as connections and 
upgrades, smart grid, distributed generation connections, incll.lding station opgrades, protection and conlro!, new lines and some 
contestable work for which we receive capital contributions. During the 20 ll and 2012 period we are managing a significant 

number of projects throughout the province lo address load growth and the stress on our sy.;tem components. 

Distributed generation expendftures ore !:xlsed on our estimate of. the number of anticipated connecllons, toking lnto account the 
most recent doto ovoi!ob!e from the OPA Although distrib~.,~ted generollon demond is expected to Increase over the planning period, 
connection work is contestable and therefore !he volume of work could fluctuate, 

The Company's current billing system fs near end of lrfe, ond costly to molntaln and operate. The rep!ocemenl of this system is 
anticipoled lo commence in 2011 and be completed by 2014. 

Summary of Contractual ObUgations and Other Commertlal Commitments 
The following toble presents o summary of our debt ond other major contractual obligations under Canadian GMP, os wet! os other 
major commercial commitments: 

December 31, 20 l 0 (Canadian dollors in millions! Tolol 2011 2()12/2013 2014/2015 After 2015 
CQnlm<lllal ObligotiO!t$ {due by year}: 
long-term debt principal repayments 7,775 500 1,200 1,000 5,075 
long-term debt- interest poyments 6,599 405 732 614 4,848 
!nergi lP (lnerg1) outsourcing agreement1 569 143 274 152 
Operating !ease commitments 53 5 14 9 25 
Environmental and asset retirement obligotions2 391 23 60 73 235 
Tolol Contmdual Obligcmons' 15,387 1,076 2,280 1,848 10,183 

Other Commercial Commilments (by year of expiry}: 
Bonk line' 1,250 1,250 
leHe" of credit' ll4 ll4 
Guorontees4 326 326 
Pension5 307 145 162 
Total Other Commer<iol Commitments 1,997 585 1,412 

1 On Mr:x; l, 2010, the Campony extended the MoiiJer Services Agreement with !nergi f01 o h.uther thr~r period. The term of the og1~roen!, whidl would 
hove: expired on february 29, 2012, has been e)(fended to Februo!)' 28, 2015. Under lhe ex1ended ogresm!;lflt, lnergi will provide business prOC£:ssing o:nd 
informoHon technology oolr>Ourclng services, as vveH os core $'/Stem support rebtl';d primad!y to SAP imp!ementotion end op!imizolion. The omounls disclosed 
include on estimated annual inflation adjustment in the range of l .B% to 3.0%. 

~ We record a tiobi!ity for the eslimaled futvre expendlit.~res OS£Oeia1ed wilh the phaWQ~J! ond des1ruc11on of PC&conromlnoled insulating oil from elecldc:a! 
eqvipmen! ood fol the as~ment and remediation of con!ominoted lands as weU os osu:t retirement obltgo!ions f01 !he removal of asbes.!O$"CCO\aminoted 
material from our lodiUies ond !he decommlssklning and removol of 0\.lf .switching sto!ion lacaled ol Ontario Power Genero.llon's Abitibi Conyon G~o!ing 
Station. The e.xpendi!ure pattern reflec6 our planned work program for the perlod. 

~ As o bockstop to our commerciol pop~ proaroro, we hove o $1 ,250 million r$VO!ving standby ctedu focili!y wilh o .!lyndlco!e of bonk$ which motures in 
ju~ 2013. 

4 We currently hove bonk le!!ers o5 credit of $1 13 million ou!s!onding telo!lng 10 f¢i1rement cornpemolion anongemen!s !RCAs), The other $1 mlMton included in 
leth~!S of cr'!;dlt ~t!oins to ope-toling !e!le~s of oediL On November 1, 2010, we lncreosed our letter d e~edl! reloled to RCA$ lo opproximole!y $113 miUion 
from $107 million, We hove also prO'.'ided pnxf<:mtiOI $!;ppotf to the IE SO on !:.shoJi of our so~idiolies os requ!(ed by ~ !£SO's 1\Aorkat Rvles, uslng p:1rentol 
guoron!ees of up fa o maximum of $325 million and on beha~ o5 lwo di~!rlbv!ors using guoronlees clvp 10 o moximum of $660 !housond. Although no leHers 
of ctedit are u~quired for pcudenlicl svpporl, we would hove to resume providing bonk lellet~ of c:redit if ovr ctedit roting d1$1erior<:lted to belov;.• !he 
• At:J~ coteg01y. 

!! Coottibutions fo !he pe-nsion fund ore mode one month in arrears. Contribu!lons for 2011 ore based oo an ac:tuoriol voluollon filed tn September 2010 and 
effective December 31, 2009. Our annual pension contribullons lor 2011 ond 2012 wi!! deptmd on future investment returns, changes in benefits or actuarial 
assumplions, Bo2ted on cutrenl fodors, we estimate our minimum pension contributions to be opprox.imotely $145 million in 20 ll ond $149 million in 2012 
based on the level of ~k.mob!-e eoming~>. Conlribvtioos for 2013 will be bosed on on oc!ooriol voluotton effective December 31, 2012, 

6 ln addition, the Compony has. entered ln!o vorlous ogr8$!I\en~ to purchase goods or se1vices in support of our work programs thot are enfor~b!e and 1ego!ty 
binding.. None o! !hese agreements are consideed indlvidvally motetio!, ond the motorny 00 not extend beyond December 3 i, 20 ll . 
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The· amounts in the above· table under long·term debt- principal repoymenls ore not charged to our results of operations, but are 
reflected on our Bolonce Sheet and Statement of Cash flows. Interest ossocioled with this debt is recorded under financing charges 

on our Slotement of Operotiom? or in our capitol programs. Poymenls in respect of operating leases and ou-r oui!lourclng agreement 

with lnergl are recorded wnder operation, maintenance and odmin1!1tro1ion c.:osts on our Statement of Operations or within our capilo! 

expenditu!'es. Expenditures resulting from our environmental programs and asset retirement obligations: ore not charged to our results 
of operations, but ore reflected on our Balance Sheet and Stafemenl of Cash Flows. 

RELATED PARTY TRANSACTIONS 
Related porty transactions primarily consist of our transmission revenues received from, o.nd our povver pvrchos.es payments mode to, 
the !ESO, which fs o related porty by virtue of lts sfotvs as an agency of our shareholder, the Province. The year-over-year changes 

related to these amounts ore deSGribed more fully in ovr diSCtJssion of our transmf!1SiOn revenues and purchased power costs. Other 
significant related party lronsadlons include our dividends which are paid to the Province and our payments in lieu of corporate 

income taxes which are pold or payable to the OEFC. In January 2010, we purchased $250 miHion of Province of Ontario Floating 

Role Noles, maluring an November 19, 2014, as a form of alternate liqwidiiy lo supplemenl owr bank credil facilities. 

CONSIDERATIONS OF CURRENT ECONOMIC CONDITIONS 
Effect of Load on Revenue 
The load is expected to decline in 2011 due Ia the impact of CDM and Embedded Generation, partially offset by load growth 
associated with economic growth in alf sectors of the Ontario economy. Overall load growth due lo the economy alone is fOrecasted 

to be approximately 1.0%, wllh the indu-strial sector slightly outperforming restdenHol and commercial sectors. The food lmpoct of 
CDM and Embedded Generation is expeded to hove o substantial negoUve impoct on !ood growth of opproxfmole~ 2.0% and 

0.3%, respectively. On too whole, load is expected lo decline by about 1 .3%. A reduction in load, beyond owr lood forewst 
included in our approved revenue requirement, would negatively impad our finoncicl results" 

Effect o.f Interest Rates 
Changes in interest rates will impact the calcu!a!ion of our revenue requirements filed wrth the OEB. The first component impacted by 
interest rates fs the return on equity. The· OEB-opproved adjustment formula for cabAoHng rehJm on equity will increase or decrease 

by 50% of the change beiween the current long Canada Bond Forecast and the riskfree role esloblished at 4.25% and 50% of 
the change in the spread in 3Gyear 'A"·roled Canadian utilily bands over the 3Gyeor benchmark Government of Canada band 
yield established at l .415%. We estimate that a 1 ~£ decrease- in the forecasted long-term Government of Canada bond yield or 
the "A~-roted Canadian uti!ity spread used in the current OEB formula for determining our rote of rerum on eqwlty would reduce 

our Transmission Business' results: of operotions by opproxi:motely $16 miUlon ond our Distribution Bvsines.s' rewlts o.f operofions by 
approximately $10 million. The second component of revenue requireme-nt that v.'Ou!d be impacted by interest roles. is the retvrn on 
debt The difference between och.;ol interest rates on new debt issuances and those approved for return by the OEB would impact 

our results of operations. 

Input Costs and Commodity Pricing 
!n support of our ongoing work programs, we ore required to procure materials, supplies and services. To manage our toto! costs, 

we regufarly establish security of supply; strategic material and services contracts, blanket orders, vendor atlionces and monoge o 
sfock of commonly used items. Such arrangements are for a defined period of time and are monitored. Where advantageous, we 
develop long-term controctua! relationships with suppliers to optimize- the cost of goods ond services ond to ensure the availability 

and timely supply of critical items. As o result of our strategic sourcing proctices, we do not foresee any adverse impacts on our 

business from current economic conditions in respect of adequacy and tlmfng of supply and credfl risk of our coonterportles. Further, 

we have been able to realize significant savings through our strategic sourclng initiatives. 
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Debt Financing 
Cash generated from operations, after the payment of expected dividends, will not be sufficient fo fund capital expenditures or 

meet debt maturity repoyments ond other hquidlty requirements {see Risk Management ond Risk Factors - Risk Associated with 
Arranging Debt financing), We rely on debt financing through our MTN Program and Commercial Paper Program. Our Commercial 

Paper Program is supported by o toto! of $1,500 million in liquidity foci liNes as of December 31, 2010, which is comprised of 
a $1,250 million syndicated bonk line of credit and the holding of $250 million of Province of Ontario Floating Role Notes. In 
2010, we conlinued issuing sufficient cost-effective debt financing fhrough the MTN Program and Commercial Paper Program in 

the Canadian capita! markets and we arranged sufficient available liquidity. Economic conditions contlnue to improve from the 

credit crisis of !ate 2008. 

Pension 
During 2010, the deferred pension asset reported an our Bolance Sheet increosed by $36 million lo $460 million. We contributed 
$143 million· into our pension plan in 2010 and mode an addi!ional payment of $48 mi!Jloo in December. We incurred 
$154 million in nel periodic pension benefit cost. On an accounting basis, !he 2009 unfunded benefit obligation of $230 million 

increased by $67 million to $297 million. The pion experienced posilive relums of about 9. 96% in the yeor. However, the plan 
was also impoded by an increase in the accrued benefit obligation, primarily as a result of a decrease in the discount role used 
for accounting purposes (see Critical Accounting Estimates- Employee future Benefits). 

RISK MANAGEMENT AND RISK FACTORS 
We have an enterprise risk management program that aims at balancing business rlsb and returns. An enlerprise-wlde approach 

enables regulatory; strategic, operational and financial risks lo be managed and aligned with our strategic business objectives. 

While our philosophy is tho! risk management is the responsibility of oil employees, the Audit ond Finance CommiHee of our Boord 
of Directors annua!ty reviews our Company's risk tolerances, our fisk profile and the status of our internal control framework. Our 

President and Chief Executive Officer has ultimate accountability for risk management. Our Leadefship Team, comprised of direct 

reports to the President and Chief Execulive Officer, provides senfor management oversJghi of risk in our Company, Our Chief Risk 

Officer is responsible for the ongoing monitoring and reviewing of our risk profile and practices, and our Executive Vice.President 

and Chief financial Officer is responsible for ensuring that the risk management program is an integra! ·part of our business strategy, 

planning and objective setting. Each of our subsidiaries, as well a.s key specialist fundions and field seNlces, are required to 

complete a forma! rlsk assessment and to develop a risk mlfigotion strategy. 

The Audit and finance Commlftee, the President and Chief Executive Officer, and the Executive Vice-President and Chief financial 
Officer are supported by our Chief Risk Officer. This support includes coordinatlng risk policles and programs, establishing risk 

tolerances, preparing risk assessments and profiles and assisting line and functional managers in fulfilling their responsibililies. Our 

internal OtJdil staff ts responsible for perfo~ming independent rev1ews of the effectiveness of risk management policies, processes 
ond systems. 

Ownership by the Province 
The Province owns ol! of owr ovtsionding shores. Accordingly, the Province hos the power To determine the composition of our Board 
of Directors an.d appoint the Chair, and influence our maior business and corporate decisions. We and the Province have entered 

info a memorandum of agreement relating to certain ospecls of the governance of owr Compony. Pvrsuonl to such agreement, 
ln September 2008 the Province mode a dedorat!on removing certain powers from our Company's directors pertaining to the 

off·shorlng of [obs onder the outsourcing arrangement with lnergi lP. In 2009, the Province required Hydro One, among other 

agencies, to odhere to certain accovntobflity measures regarding <::onswitlng contracts ond emp!oyee travel. meol and hospllolity 
expenses. The Provtnce moy require us to odhere to further occoontobility measures or may make similar dedoroHons in the futwe, 
some of which may hove o molerla! adverse effect on our business, Hydro One's credit rofings may change with the credtt rotiogs 
of fhe Province, to the exlenf the credil roling agencies link the two rofings by virlwe of Hydro One's ownership by the Province. 

Conflicts of interest may arise betvveen us and the Province as a result of the obligalion of the Province to ad in the best interests 
of the residents of Ontario in a brood range of matters, indvding the regulation of Ontario's e!ectrfdty indtJstry and environmental 
matters, any fulure sole or other fronsocflon by !he Province with respect to its ovvnershlp inleresl ln our Company, the Province's 
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owne~hip of Ontario Powe-r Generation Inc. {OPG), and the de1ermination of the amount of dividend or proxy tax. payments. We 
may not be able to resolve any potenliol conflict with !he Province on terms sotlsfodory to us, which could hove a malertd adverse 

effect on our business. 

Regulatory Risk 
We are subject to regulolory risks, including the approval by the- OEB of rates for our transmission and distribution businesses thot 
permft o reasonable opporfunlly to recover the eslfmaled costs of providing sofa and reliable service on a timely basis and eorn the 
approved rates of retom. 

The OEB approves our transmission and distribution rates based on projected electridly lood and consumption levels. If oclwol load 
or consvmplion fol!s below projected level$, our rote of return for either, or both, of these b\Jslnesses covld be materially adversely 
affected. Also, o[,Jr cvrrent revenue reqvirements for these businesses are based on cost assumptions tho-t may not moleriolfze. There: ls 
no assurance that the OEB would allow rate increases sufficient· to offset unfavourable financial impacts from unanticipated changes 
in electricity demand or in our costs. 

Our load could also be negatively affected by successful CDM programs, The reoenriy proposed lTEP direds the OPA to achieve 
interim CDM targets of 4,550 MW of provincial summer peak demand ond 13 1Wh of cumulative energy savings by the end of 
2015. The Minister of Energy and Infrastructure's March 31, 2010 diredive set o provine&Wide lDC CDM target of 1,330 MW 
ond 6,000 GWh for the period 2011-2014. Our targets hove been set ot 214 MWond 1,130 GWh for the period 2011-2014, 
These ex~clotlons are factored into our revenue requirements: for OEB approval, to ensure thot the targeted CDM accomplishments 
do not result fn deteriorated revenues. There is o risk that our revenues would be reduced if these- targets are ex.c¢eded. !n September 

2010, the Conservation and Demond tv\onogemenf Code for E!ectrici!y Dlstribvtors was established and sets out the obligations and 
requirements thot licensed distributors must comp[y with in reloHon to the CDM targets set out in lhelr licenses. Thi$ code abo sets out 
the condltioos and rules that licensed dislribwtors ore required to follow if !hey choose to use OE&opproved CDM programs to meet 
their CDM torg~!s. The lmplementolion of ihts code co1.1!d further deteriorate revenues wlthout appropriate compensation. The OEB 
has recognized the· need to compensate u!ilifie~ for StJch lost revenue, bul the approach, level and timing of any svch compen$alion 
meGhon.ism is yet to be determined: We ore also wbjec! to risk of revenue lo-ss from other factors, such as economic trends and 

weather. 

In response to the LTEP, we exped to make investments in the coming years to connect new ren&#able genemling stations-. There 
is the possibility that we cowfd incur unexpected capitol expen.dltu~ to maintain or improve our assets, porticulorly given that new 
technology is required to support renewable generation and unforeseen lechnfcol issues may be idenliffed through implementation 
of projects. The risk exists !hot the OEB may not oUow full recovery of such investments in !he future. To the extent possib[e, we o!m 
to mitigate this risk by ensuring prudent expenditvres, seeking from the regulator de-or policy direction on cost responsibf!lty, ond 
pre-approval of !he need for capital expenditures. 

While we $xpect o!l of our expenditures to be fulfy recoverable a~er OEB revlew, any fuh.lre re-gulatory decision to disallow or limn 
the recovery of such costs wou[d lead to poten!lal asset impairment and charges to our resuhs of operations, which could have a 
ma!eriol adverse effecl on our Company. 

Risk AssQciated with Arranging Debt Financing 
We expect to borrow to repay our existing indebtedness and fund a portion of copllo! expenditure-s. We hove substantial amounts 
of existing debt which mature between 2011 and 2014, including $500 mi!lion maturing in 20 ll and $600 mlflfon maturing 
in 2012. We plan to incur capital expendi!vres of approx1motely $1 .8 billion fn 2011 and capital expenditures ore expeded to 
increase to approximately $1.9 billion in 2012. Cosh generated from operations, alter the payment of expected dividends, will 
not be sufficient lo fund fhe repcryment of our existing indebtedness and capital expenditures. Our ability to arrange sufficient and 

cost--effective debt ~nancing could be materfa!~ adversely affected by numerous IOc-tors, including the regulatory environment in 
Ontario, our results of operations and finandol position, market conditions, !he ratings assigned fo our debt securities by credit rating 
agencies: and general economic condllions. Any failure or Inability on our port to borrow subslonlfo! amounts of debt on satisfactory 
terms could impair our ability to repay maturing debt, hmd capitol expenditure..;; ond meet other obligations and requirements and, 

as a reswh, could have a moteriol odverse effect on our Company. 
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Risk Associated with Transmis•ion Projoc:ts 
The amount of power that can flow through our transmission networks is constrained due to the physical characteristics of transmission 

lines and operating limitations:. Within Ontario, new and expecled generation focllily connections, iru;:!t,~ding those renewable energy 

generation facilmes connecting as a result of 1he FIT program stemming from the GEA, and !ood gro'Nih hove lncreo;.ed svch that 

ports of our fronsmission and distribution systems ore operofing at or neor copodty. These conslrolnts or bottlenocb limit the ability 

of our network to reliably transmit power from new on.d existing generollon sovrces [including exponded interconnections wfth 
neighbourfng utilities) Jo load cent~ or meet cusiomers' increasing loads. As a result, investments have been tnltfoted to increase 
transmission copoclly and enable the reliable delivery of power from existing and future generation sources to Ontario c::onst,~mers. 

In many cases, these investments are c:onfingent upon one or more of the following approvals and/ or processes: environmental 

approvol~s}; receipt of OEB approvals, whic:h con include expropriation; and oppropriote consul!olion processes, ond where 

appropriate, occommodaiion with First Notions and Metis who may polantio!ly be affected by a project Obtaining these approvals 

and carrying out these processes may also be impacted by pt.tbhc opposition to the proposed sHe of transmission Investments; thus 
there ls a risk that necessary approvals moy not be _obtained in a timely fashion or of oll. This will adversely affed transmission 

reliability and/or our service qualify, both of which co~J!d hove a material odverse effect on our Company. 

With the inlroductlon on August 26, 20 l 0 of !he OEB's competitive tronsmi$$1on project development planning proce.ss, aH interesled 
lransmitlers wi!l be required fo submit a bid to the OEB for identffred enabler faciliUes and network enhancement projects. Hi$lorically, 

we would hove been crworded such projects through our rates ond Section 92, leave to Construct, opp!lcations. The fodlitollon 
of competi't!ve transmission could impact ovr futt.Jre work program and our obilily to expand our current lronsmlssion fqotprlnt. In 

addition, bld costs are only rocoverable by the ,success:fvl proponent. 

Asset Condition 
We continually monitor the condition of our o.ssels and malnfo1n, refurblsh or replace them to maintain equipment performance and 

provide reliable servk:e quality. Our copllal ond molntenonce programs have been increasing to mainlain the performance of our 

aging asset bose. Execvtion of these plans is partially dependent on external factors, including the fact that opporlvnllies to remove 

equfpmenf from servic;:e to occommodofe construction ond maintenance are becoming lncreosing!y !imlfed due to customer and 

generator priorities. lead times for molerlo! and equipment hove also increased S:Ubstontio!ly dve fo increased demand and limited 

vendor capobiliiy. 

Adjt,~stmen!s to accommodate these external dependencies hove been made in our planning process. However, if we ore !Jnob!e to 
corry out these plans in a timely and optima! manner, equipment performance will degrade which may compromise the reliability of 
the provincia! grid, our ability fo deliver suffictent electricity and/or customer supply security and Increase the costs of operating and 

maintaining these assets. This could hove o materia! adverse effect on our Company. 

Work Force Demographic Risk 
By the end of 2010, approximately 1 8% of our employws were eligible for retirement and by 20 12 there may be about 22% 
eligible to relire. Accordingly, our success w!!l be tied to our abil!ly to attroct and relafn sufficient qualified staff to replace those 

retiring. This will be challenging as we expect the skilled loboor market for our industry to be highly com~tmve in the More. In 
addition, many of our employees possess ex~rience and skills thai will also be highly sought afier by other orgonizollons both 
inside and outside the electricity sector. We have already lost a considerable number of monogement stoff, both those in execvtive 

positlons and those who ore logical succes.sors for executive positions. Moreover, we must also contintJe to odvonce our training and 

apprenticeship programs and succession plans to ensure that our future operational staffing needs will be met. If we are unable to 
attract and retain qualified personnel, it could hove a material advefse effect on our business. 

Environmental Risk 
Our health, safely and environmental management system is designed to ensure hazards and risks are identified and assessed, 

and controls are implemented to mitigate significant risks. This system includes a standing committee of our Board of Directors tho! 
hos governance over environmental matters. Given !he territory that our system encompasses and the amount of equipment that we 
own, we cannot guarantee, however, tho! all such risks will be identified and mitigated withouf significant cost and expense to our 

Company. The following are some of the areas that may have a significant impact on our operations. 
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We ore subject lo extensiv~ Canadian federal, provincial and municipol environmental regulation. Failure to comply could subject 
us to fines and other penalties. In addmon, !he presence or release of hazardous or other hormfu[ substances could lead to claims by 
third parties and/or governmental orders requiring us to loke specific actions such as investigating, controlling and remedia!ing the 

effects of these substances. We are currenriy undertaking o voluntary !and assessment and remediation {!.AR} program covering most 
of our stations and service centres. This program involves the syslematic identification of any contamination oi or from these factlllies, 

and, where necessory, !he development d remedioHon plans for our Company and od{ocent pr1vote properties. Any contominolion 

of oor properties could limit our ability lo sell these assets in the future. 

We record a liability for ovr best estimate of the present va!ve of the future expenditur~ required to comply wi!h Envlronment 
Canada's polychlorinaled biphenyi{PCBI regulolions and for !he prewnl value of !he fulure expenditures lo complele our lAR 
program. The future expendih;res required to discharge our PCB obligation ore expected to be inCtJrred over the period ending 

2025 while ovr lAR expenditures are expected to be incurred over the period ending 2020. Actual fvture environmental 

expenditures may vary materloHy from the estimates used fn the colcu!otion of the environmental liabilities on our balance sheet 
We do not hove Insurance coverage for these environmental expenditures. 

As a resvh of regu-latory change.s, we expect lo incur future expendftures to identify, remove and dispose of asbestos-containing 

materials in~talled tn some of our facilities .. With the ossi'stonce of on external expert, we completed a study to estimate the 
expenditures o$$0Cioted with removing such materials from our focilfties. We used this information to record on asset retirement 

obliganan ol December 31 , 2010. 

There is also risk O$SOCiated with obtaining govemmenfol approvals, permits, or renewals of existing approvals and permits reloted 
to constructing or operating facilities. This may require environmental assessment or result in the imposition of conditions, or both, 

which could result in de!oys and cosl increases. 

We antlclpote· that all of our futvre environmental expenditures will continue to be recoverable in future electricity rates. However, 

any future regulatory decision to disat!ow or limit fhe recovery of such costs could hove a material adverse effect on our Company. 

Scientists ond public health experts have been studying !he possibility that exposure lo electric and magnetic fietds emanating from 

power lines and other electric sources may cause heatth problems. !f it were to be concluded that electric and magnetic fields present 

o health risk., or governments declde to implement exposure limits, we· could face lmgotion, be required to toke costly m!tigation 
measures such as relocaltng some of our facilities or experience difficulties tn locallng and buildlng new facilities. Any of these cov!d 
have a materia! adverse effed on our Company. 

Risk of Natural and Other Unexpected Oec!lrrenc:es 
01.Jr facilities ore exposed to the effe-cts of severe wealher conditions, natural disasters, man-mode events including cyber and 

physical terrorist type allacb ond, potentially, cotostrophic events, such as a major occident or incidenl' at a facility of a third party 

{such as a generating p!ontl to which our transmission or distributron assets are connacted. Although constrvcted, operated and 

maintained to Indu-stry standards, our fadlities may not withstand occurrences of this type in all ctrcumslances. We do not hove 
insurance for damage lo our transmission and distribution wires, poles and tovvers located outside our transmission and dislribution 

stations resulting from these events. losses from bst revenues and repair costs could be subsfont!ol, especially for many of our 

facilities that ore located in remote areas. We could also be subj{i!ct to doims for damages caused by ovr failure to transmit or 

dtstriblJte electricity .. Our risk Is partly mitigated because our transmission system is designed and operated to withstand the toss of 

any major efemenf and possesses inherent redundancy that provides alternate moons to deliver Iorge amounts of power: ln the event 

of a Iorge vninsured loss we would apply fo the OEB for recovery of such los.s; however, there con be no assuronce 1hot the OEB 

would approve any such applications, in whole or in port, which. could hove a materia! adverse effect on our net income. 

Risk Associated with Information Technology Infrastructure 
Our ability to operate effectively in the Ontario eledrlcity market is in pari dependent upon us devefoplng, mointoinlng and 

managing comple-x information technology systems which ore employed to operote our transmission and distribution focilities, 
financial and billing systems, and business systems. Our increasing rellance on information systems and expanding data n:efviiork.s 

lncreoses our exposure to information security threats. Although security and system disaster recovery controls ore in place, system 

failures or security breaches could hove a material odverse effect on our Company. 
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Pension Plan Risk 
We have a defined beneBt registered pension plan for the majorily of our employees. Contributions to the pension plan are 

established by actuarial valuations which ore filed with the financial Services Commission of Ontario an a lriermial basis. The most 

recently filed valuation was prepared as at December 31 , 2009 and was filed in September 201 0. Our Company contributed 

$145 million to its pension p!on in resp;:<:t of 2010 to $0lisfy minimum fl)nding requ-irements. A one-time additlono! poyment of 
$48 million was made in December 2010. Contributions beyond 2010 will depend on investment returns, changes in benefits and 
octooriol OS$Vmptlons, and moy indude o:ddmonol volt.~ntary contributions from time to lime. Nevertheless, future contributions ore 
expected to be significant. A determination by the OEB that some of our pension expenditures are not recoverable from cuslome.rs 

could hove o moteriof adverse effect on our Comr'.my, and lhis risk may be exocerbOted as the ql.!ontum of reqvired pension 

contributions increase. 

Market and Credit Risk 
Market risk refers- primarily to the risk of los-s that resuhs from changes in commodity prices, foreign exchange roles and interest 
rates. We do not hove commodity risk. We do hove foreign exchange risk as we enter into agreements to purchase moter!ols and 
equipment assoclo!ed with our capital programs and projects that are seH!ed in foreign currencies. This foreign exchange risk is_ not 
materiaL We could in !he future decide to issue foreign currency denominated debt which we would onticipote hedging bock to 
Canadian dollars, consistent with our Company's risk management policy. We ore exposed to fluctuations in interest rates as our 

regulated rote of refurn ls derived vslng o formulaic approach, which ls in port based on the forecos:t for longierm Government 
of Canodo bond yields. We e;timote tho! a 1% decrease in the forecasted long-term Government of Canada bond yield used in 
determining our rate of return would reduce our Transmission Business' net income by approx-imately $16 million and our Distribution 
Business' net income by approximately $10 million. Our net income is adversely impeded by rlsing interest roles as our maturing long
term debt is refinanced at marke! rates. We periodically utilize interest rate swap agreements to mitigate elements of !nteresl rate risk. 

financial assets create a risk that a counter-party will fai! io discharge an obligation, causing a financial loss. Derivative financial 
insfrvments result in expoSl.lre to credit risk, since there is a risk of cot.mfer·porty default. We monitor and minimize credit risk through 
various techniques, including deoling with hlgh!yrated counter-parties, limiting total exposure levels with individual counter-porlles, 
and by entering into master agreemenls which enable net settlement and by monitoring the financial condition of counter-parties. We 

do not trade in any energy derivative$. We do, however, hove in!~! rate S'NOp contracts outstanding from lime to time. Currently, 
there ore no significant concentrations of credit risk with respect fo any doss of financial assets_ We are required to procure 
e!edrk::ity on behalf of compelitive retailers and embedded lDCs for resole to their customers. The re.su!ti'ng concentrations of credit 
risk ore mlfigated through the vse of various security arrangements, including !effers of credit, whlch ore lncorporoted into our service 
ogreemenls with these retailers in accordance with the OEB's Retail Settlements Code. The fol!ure to properly manage these risks 
could hove a materia! adverse effect on otJr Compony. 

Labour Relations Risk 
The svbstontiol majority of our employees ore represented by either the Power Workers' Union IPWU) or the Society of Energy 
Professionals (Society), Over !he past sevefal years, significant effort has been expended fo increase our flexibility fo conduct 
operations in a more cos~fficlenf manner. Although we have achieved improved flexibility in our collective agreements, including 
a reduction In pension benefits for Soclety staff similar to a previous redudion affecting management staff, we may not be able 
to achieve further improvement. The existing co!lective agreement with !he PWU wi!! expire on March 31, 20 ll and the existing 
Society collective agreement will expire on lv\orch 31 , 2013. We face financial risks related to our ability to negotiate collective 
agreements consistent with our rote orders. In oddifion, in the event of a labour dispute, we could face operational risk related lo 
continued compllonce- with our Hcence requirements of providing service to customers. Any of lhese covld hove o material adverse 

effect on our Company. 

Risk from Transfer of Assets Locat~d on Indian Lands 
The transfer orders by which we acquired certain of Ontario Hydro'.s businesses as of April 1 , 1999 did not transfer tirle to some 
osrets located on lands held for bonds or bodies of Indians under the Indian Act !Canada). Currently, OEFC holds these assets. 
Under the terms of the transfer orders, we are required to manage these assets until we hove obtained aU consents necessary to 
complete the transfer of title of these assets to us, We cannot predict the aggregate omounf that we moy have to pay, either on on 
annual or one-time basis, to obbfn the reqt.~lred consents. However, we anticipote hovfng to pay more than !he $7 6 1 ,500 thof 
we paid to these Indian bonds and bodies in 2010. If we cannot obtain consents from the Indian bonds and bodies, OEFC will 

3 8 HYDRO ONE ANNUAL REPORT 2010 



MANAGEMENT'S DISCIJSS!ON AND ANALYSIS 

continue to ho!d these assets for an indefinite period of 1iffie. If we cannot reach a satisfactory setriement, we moy hove to relocate 

these assets from the Indian lands to other locations of a cost that cou!d be substantia[ or, in a limited number of cases, to abandon a 
line and reploce it with dfese! generation fad!itie.s. The costs reloting to these assets cotJ!d hove a moterlo! adverse etf9d on our net 

income if we are not able to recover them in future rote orders. 

Risk Ass<><iated with Outsour<ing Arrang~m~nt 
Consistent with our strategy of redudng operating cos is, we amended and extended our outsourcing services agreement with 

inergl lP, effectively renevling the arrangement until FebrtJory 28, 20 l 5. lf the agreement with lnergl lP is terminated for any reason, 

we could be required to incur significant expenses to transfer fo ono1her service provider; which could have a material adverse effect 

on our business, operating results, financial condition or prospects. 

Risk frQm Provincial Ownership of Transmission Corridors 
Purs~,~ont to the· Reliable Ener9y and Consumer Protection Ad, 2002, the Province ocquired ownershtp of ovr tronsmisslon corridor 

lands underlying our 1ransmission system. Although we have the statutory right to use the transmission corridors, we may be. limited in 

our ability to expand our systems. Also, other t.JSI;l;S of the lransmtssfon corridors by third porlfes in conjunction with the operotlon of 
our syst~ms moy increase sofety or environmental risks. 

CRITICAL ACCOUNTING ESTIMATES 
The preparotion of our financial statements requires us 1o make eslimates and iudgemenfs that affect the reported amou-nts of 

assets, liabilities, revenu-es ond cost;>, ond reloted disclosures of contingencies. We bose our esffmoles ond judgements on htstorlcol 

experience, cvrrent conditions and various other assumptions !hot ore believed to be reasonable under the circumstances, the 

results of which form the bosls for making [udgements oboul the corrytng values of assets and fiobflilfes os we!! os tdenttfylng and 

assessing our accounting treatment with respect to commitments and contingencies. Adual results moy differ from these estimates 

and judgements under different ossvmptions or conditions. 

We believe the following crillcal accounting estimates involve the more significant estimates and judgements used in the preparation 

of our financial statements: 

Regulatory As~ts and Liabilities 
ReguiSJtory assets as. of December 31, 20 l 0 amounted to $1 ,055 m!!lion and principoUy relale to fvft.Jre income tox, environmental 

costs and the pension variance accotJnt. We have also recorded regulatory liobl!ities amovnllng to $612 mt!lion as at December 31, 

2010. These- omot;nfs pertain primarily to deferred penSion, the external revet1ue variance account, foh;re income tox and retell 

settlement variance accounts. These assets and llabililies con be recognized for rote-setting and financial reporting purposes only if 
the OEB directs the relevant regulatory treatment or if future OEB diredion is judged to be probable. If management iudges that it fs 
no long$r probable that the OEB will include o regulatory asset or !iobil.ity in the se!tlng of furure rates, the re!evont regulatory asset 

or llabilily would be charged or credited to resulm of operations ln the period in which that judgement is mode. 

EnvironmentalliabiUti~$ 

We record !iobi.lmes and relaled regulatory assets based on the pre:.$ent value of the e.$.t~mo!ed future expenditures lo be mode to 

satisfy obl:lgotions related to legacy environmental contamination inherited upon our de-merger from Ontario Hydro in 1999. These 

liabi!itles fall into two main categories: the management of O$Sets contaminated wlth PCB~oden mineral oils and the assessment 

and remediation of contaminated lands. In determining the amounts to be recorded as environ menlo! liabilities, we estimate the 

current cost of completing mlligatfon work and make assumptions for when the future expendltores will ocf'l.lol.!y be inqmed ln order 

fo generate future cosh flow information. A long-term inflation assumption of 2% has been u-sed to express our current cost esHmcrtes 

os estimated future expenditures. Future eslimoted lAR expenditures. are expeded to be· incurred over the peri.od ending 2020 and 

are dlscotJnted using faders ronglng from 3]5% to 6.25%, depending on the appropriate rote for the period when on increase in 

obligation was first recorded. Consistent with !he requirements of Environment Canada's PCB regulations issued on Seplember 17, 

2008, estimated future PCB- remedlotion e·xpendltwres ore expG-cted to be incurred over the- period ending 2025 and ore discounted 

tJsing factors ranging from 5.14% to 6.25%, depending on the appropriate rote for the period when on increase in obligation wos 

first recorded. 
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Recording a liability now for such long-term fvture expenditures requires that many olher ossumpttons be mode, svch os the number 
of contaminated properties ond the ~xtenf of contominollon; the number of assets to be inspeded, tested ond mit!goled; ofl volumes; 
and conlominot!on levels of equipmenl wtth PCBs. A!l factors used Jn derlvlng our environmenlol !iobllmes represent mdnogement's 
best estimates bosed on our planned approach of meeting etment legislative and regv!otory req<.lirements. These include Environment 
Canada's regulollans govern tog the monogemenl, sloroge and disposal of PCBs. However, it fs reosonably possible thal nl)mbers 
or volumes of contaminated assets, current cost eslimales, inflation estimates and the actual pattern of annual future cash flows may 

differ significantly from our assumptions. Estimated environmental liabilities are reviewed annually or more frequently if significant 

changes in regu!a!lon or other relevant facls occur, Estimate changes are accounted for prospectively. 

Employee Future Benefits 
We provide future benefits lo our current and retired employees, Including pension, group life insurance, hea!!h care and long-term 

disability. 

!n accordance wl!h our rote orders, we record pension costs when employer contributions ore paid to the pension fund (the Fundj 

in accordance with the Pension Benefits Ad (Ontario). Our onntJol pension wntribufions in respect of 20 l 0 were approximately 

$193 million, $145 million of which was based on an actuarial valuation effective December 31, 2009. Contributions afl.r 2012 
will be based on an actuarial valuation effeclive December 31 , 2012, and will depend on !nvestmenl returns, changes in benefits 

or ociuarial assumptions, Pension costs are also disclosed in the notes to the financial statements. on an accrual basis. We record 

employee future benefit costs other than pension on an accrual basis. The accrual costs are determined by independent actuaries 

using the profected benefit method prorated on service and based on assumptions !hot reflect management's best estimates. The 

assumptions were determined by management recogniztng the recommendalions of our actvor~es, 

The assumed rehJrn on pension plan assets of 6.50% per onnvm is based on expectations of long-term rates of return at the 

beginning of the fiscal yeor and reflects a pension asset mix consistent with the fund's investment policy. During the year the Fund's 

target asset mrx was 63% exposure to equities, 33% to fixed income and 4% in ahemafive assets consis!ing of hedge funds and 

private equlfy. Returns on fhe respective portfolios are determined wlfh reference to published Canadian and U.S. stock indices and 

long-term bond and treasury bill indices. The assumed rate of return on pension plan assets reflects our long-lerm expectalions. We 

believe thai this assumption is reasonable becotJse, with the Fvnd's bolonced investment approach, the higher volatility of equity 

investment returns is intended to be offset by the greater stabi!ily of fixed Income and shorHerm investment returns. The net result, on 

o long-term basis., is a somewhat lower return than might be expected by investing in eqvlties alone. In the short-term, the plan can 

experience aberrations ln octtJol retvrn. In 2010, the return on pension plan assets was higher than this long--term assumption. 

The discount rote used to calculate the accrued benefit obliga11ons is determined each year end by referring to the most recently 

available market interest roles based on M corporate bond yields refleding the duration of the applicable employee future benefit 

pion. The discount rates ot December 31, 2010 decreased to 5.75% &om 6.50% used at December 31, 2009 in coniuncfion with 
decreases ln bond yields over this period. The decrease in discount ra~ has resulted in a corresponding increose in liobillties·. 

Yields on M corpoiOie bands decreased by approximately 7(} 120 basis poinlo between December 31 , 2009 and December 31 , 
2010. Based on the duration of the plan's liabilities, discount rates would be 5.75% per annum for each of the pension plan, 

the post-retirement benefit pkm and the post-employment plan. The overall discount rate applied Ia a!! plans for liability valuation 

purposes as ol December 31, 2010 was 5.75%. 

further; bcsed on differences between long-term Government of Canada nominal bonds and real return bonds, the implied Inflation 

role has increased from approximately 2.50% per annum os at December 31, 2009 to within lhe range of 2.25%-2.50% per 
annum as at December 31, 2010. Given the Bank of Canada's commitment to keep fong"term inflation between l .00% and 

3.00%, management believes that the current implied rote is too high to be used as a long-term assumpllon and os such, hos used 

a 2.00% per annum inflation rate for liability vo!uoflon purposes as at December 31, 2010. 

The costs of employee future benefits other than pension are determined at the beginning of the year. The costs are based on 

assumptions for expected claims experience and future health care cost inflation. A 1% increase in the health care cost !rends would 

result in an increase in service cost ond interest cos1 of about $15 million per yeor ond an increose in the yeor~nd obligation of 

about $185 million. 
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Employee future benefits ore included in labour costs thor ore either charged to results of operations or capitalized as part of the cost 

of fixed assets. Changes in assumptions wJI! affect the accrued benefit obligation of the employee future benefits and the future years' 
amounts that will be charged to our resulfs of operations or capllallzed as the cost- of fixed assets. 

Goodwill and Asset Impairment 
In assessing the recoverabi!ity of goodwill, we must make assumptions regarding estimated future cash flows and ather factors to 

deterrnfne the fair value of the distribution reporting unit. If these estimates or their related assumptions change in the fwture, we may 
be required to record impairment charge-s related to goodwilL An impairment review of goodwill was carried out during 2010 and 
we determined that the carrying value of oor goodwltl hos no1 been impoired. 

Within our regulol'ed businesses, carrying costs of our other asse-ts are recovered ln our revenve requirements and are rnclvded in 

rote· base, where they earn a retwn. Such assels would be· tested for impairment only rn the event that the OEB disallowed recovery 
or if such o disoBowance was iudged to be probable. We periodically monitor the oss-ets of our unregulated Telecom Business. for 

indications of impairment. No asset lmpoirmenis have been recorded to dote for any of our btJslnesses. 

STATUS OF OUR TRANSITION TO INTERNATIONAL FIN.ANCIAL REPORTING STANDARDS (IFRS) 
On February 13, 2008, the Canadian Accounting Standards Boord {AcSBJ confirmed that publicly accountable enterprises wlf! 
be required to odopt !FRS in place of G:;n1odion generally accepted accounf!ng principles (GMP) for interim ond annual reporting 

purposes for ~scat years beglnning on or afier January 1, 2011, with comparative data also reported under !FRS. On September 10, 

2010, the AcSB decided to permit roi<Kegulated entities to defer their adoption of IFRS for one year. We plan on adopting the 
one-year de-ferral and therefore will adopt !fRS for our fiscal year beginning on january l , 2012. 

In anlldpofion of the 2008 decision from the AcSB, we commenced our !FRS conversi.on- projed in 2007. The- project has fo~Jr 
seporate phases~ diagnostic, design and planning, solvtlon devdopment, and imp!ementotion. We completed the diagnosiic 
phase in 2008. !t involved a high-level review and Jdenlificotion of the major differences betvveen current GAPJl and !FRS in aU 

subject areas, resu&ing ln the idenHficafion of the areas of accounting dffference with the highest polenttal to significantly impact oor 

Company. 

!n 2009, we comp!eted the design and planning and the soh.tlion development phases of our project, including substantial 
complefion of all our polfcy analyses. VVe are currento/ engaged in !he implemenfalion phase which is the final phase of our pro[ecf. 

We ore preparing to begin tracking our comparative results vnder !FRS next year. Ovr hr;oms conlinoe to monitor progress relative 

to key milestones, monitor developments of both the International Accoonting Standards Boord {IASB or the Boord) and the AcSB, 
update recommendations and develop financial reports. We continue to have ongoing dialogue with our external auditors about 

possible outcome$ of our project. 

We continue- to evalwate !he impacts of current and prospective lFR$ on aU of our bu.s-iness activities, including those of our 

subsidiaries and the impoct on our entity-wide information system. We ore simuhoneousJy analyzing the· fmpads of changes on oor 
dtsdosure conlrols and internal controls over financial reporting, our debt covenants and our performance measures. We continue 

to provide formal communications to ovr employees. We hove· completed numerous staff training sessions and wilt plan for future 

training sessions as standards continue to evolve. 

Accounting Policies 
The areas with fhe highest potenNalto sfgntficanrly imfX.l-CI our Company upon: conversion to !FRS, identified during the diagnostic 

phase, are regulatory assets and liabilities, fixed-assets, payments in heu of corporate income taxe-s, employe-e future benefits, as 

well as initial adoption of !FRS onder the provisions of IFRS 1, Firs, Time Adopfion of !FRS {IFRS 11. 

Property, Plant and Equipment 
On May 6, 2010, the IASB issued the omnibt!s fmprovemen~ to !FRS, which included an amendment to tFRS I applicabl~ to entities 
with RRA It includes transition relief for first-time adopters by offering an optional exemptl'on to use the carrying amount of fixed a:sse-fs 

or intangible assets os deemed cost on the transition dote when the corrying amount includes r-...o-sts that would not otherwis-e qualify 
for copitolizotion, We will elect this exemption for o1..1r regulated businesse-s. 
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Regulatory Assets and Liabilities 
RRA is not permitted vnder !FRS, RRA affects the liming of the accounting recognition of costs, revenues, !o~es and gains. The 

inability fo recognize reg!)!atory assets and lioblhties o&er 1mp!emenllng !FRS in 2012 will impact ovr statement of operations by 
cousing a change in the tlmfng of recognition of these amounts. ln the absence of rote-regulated accounting, the write-off of our 

regulatory assets and regulatory liabilities would hove resulted in a net reduction to retained earnings of approximately $249 million 

os of December 31, 2010, 

ln~Progre$S Canstruction and Development 
Current IFRS are significantly different from Canadian GAAP in terms of the expenditures that con be capitalized to in-progress 

construdion and development programs and projects. Certain fixed asset and intangible assef expenditures are ineligible for 

caplfo!izolion under lfRS, In the absence of rate-regulated accounting, the es!imated impad on our hnancialslatements would 

hove been a reduction of approximately $300 million in capitol expe:nditvres and on increase of approximately $300 mi!lion in 

operations, maintenance and adminislrolion expenditures hod this accounting been fo!!owed !n 2010. For 2012 rates, the OEB 

directed our Company to adopt this change in accounting dassificafion for Ineligible expenditures in determining !he revenue 

requirement of 01.,1r Tronsmission Business. We currently hove approval for a deferral account for ~uch expenditures within our 

Disfribullon Business and we onticipofe applying for revenwe requirement treatment, consistent with that directed for our Tron~m1ssion 
Business, in our next distribution rote opp!tcallon. 

Employee Future Benefits 
In the absence of RRA, lhe continualion of occountlng for expenditures related to employer-sponsored pension ptons on o cosh 

basis is not permissible. Regulatory assets and Hobllllies, representing the cumulative difference between our Company's pension 
contributions currently accounted for on o cosh basis at the dlrectlon of the regulator, and the costs tho! would be recognized on 
an accrual basis under Canadian GMP, would no! meet the definition of assets or liabilities under !FRS and hence will require 

de-recognition ot the !FRS tronsillon dole. We hove assessed our options wllh respect to the recognilion of accumulated, unamortized 
actuarial gains and losses associated wlth employment benefits. The possible alternatives to account for these pension and other 

employee benefit amounts include charging unamortized actuarial gains and losses immediately upon adoption under !FRS 1 or 

recognizing on odjuslmenllo lho>e omounts relrospeclively lo comply wilh lAS 19, Employee Benefits liAS 19). In the obsence of 
rate-regtJiated occovntlng, we lnlend to recognize a retrospective odiusfment for these amounts vnder lAS 19, without !he I FRS 1 

exemption. The impoc! of odopling lAS 19 retrospeclively ol December 31, 2010 would hove been o reduction lo reloined 
earnings of $319 million. 

In April 20 I 0, the IASB published on exposure dro&, Defined Benefit Pions (Proposed Amendmenm to /AS 19 Employee Benehts), 
with significant Implications for both financial position and income reporting. Deferred recognition of actuarial gains and losses 

would be eliminated and instead all changes in the defined benefit obligation and in the fair value of plan assets would be 
recognized in the Statement of Comprehensive Income when those changes occur. The exposure draft o!so proposed o new 

presentation approach where the changes in the defined benefit obligation and the fair value of plan assets would be segregated 

and separately disdosed as service cost, finance cost and re-measurement adjustments. Service cost and finance cosf components 

would be re<:ogntzed in the Statement of Operations. The re-measurement adiustments representing acfuorlol gains and losses wol.lkl 

be recognized as pcirl of other comprehensive income. /4s per the IASB's revised timeline, the final slandord is expecl:ed in the first 

quarter of 20 ll with on effective dote not earlier thon 20 l 3. The new accounting standard when adopted In 2013 or in later yeors 
will result in higher volatlllly In the Statement of Comprehensive Income dve to the recognition of the foil omo!Jnl of actuarial goins 

ond losses. 

Payments In Ueu of Corporate lm:ome Taxes 
We recognize future tox assets ond liabilities in accordance with Canadian lnsfiMe of Chartered Accountants Handbook section 

3465, Income Taxes, which was amended effeolive jonoory 1 , 2009 to bridge I he convergence lo IFRS. As such, we hove 
determined that there is no potentia! for a significant impact for this class of transactions based upon contingent oulcomes rego.rdlng 

transoctlons for payments ln !ieiJ of corporate income taxes. Without RRA, the impact on our provision for payments in !leu of 

corporate income faxes would be recognized using the liability method and there would be no regulatory accOunts established for 

!axes lo be recovered lhrough future roles. As o resulllhe provision for Plls for the year ended Oecember 31 , 20 I 0 would hove 
been higher by opproxlmately $1 00 million inclvding the impod of o change in subslontively enacted tax roles. 
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0£8 Consultation 
On july 28, 2009, !he OEB released some pre!lmlnory vievvs on hovv regulatory reporting requirements will change In response l'o 

!FRS. The OEB has initfoted o second phose of lts consultative process to amend certain regulatory inslrumenls. We ore continuing to 
assess the imp:tcf of fhe OEB's report and olher recommendaHons on our !FRS conversion project. 

On February 24, 2010, the OEB isst,~ed o letter to all licensed electricity dlstribvtors and rote-regulated natural gas ufihties for ihe 

pvrpose of- darlfying !he OEB's view released in july on occounflng for overhead c-osts in the cost of new co pilaf works effective 

January l, 2011. The OEB staled in !he lelter that it wOtJid be requiring fv!l compliance with !FRS requirements:, indudfng those in 

lAS 16, Properly, Pion! and Equipment liAS 16), as applicable to nonfeguloted enterprises and only where the OEB authorizes 
specific alternative treatment for regulatory purposes is alternative treatment acceptable. We continue to assess this guidance in l!ght 
of the AcSB's revised fmp!ementof1on dote. 

On November 8, 20 l 0, the OEB published on amendment too repori tt mode on its policy, Transition to lnternotfonoJ Financial 

Reporting Standards. In response to the AcSB allowing rote-regulated entities the option to delay their adoption of !FRS to january 1, 
2012, the OEB has ad(usted certain policy statements in the report to account for this choice. 

On November 17, 2010, the OEB initiated o working group to develop recommendations on how IFRS should be implemented 
together wlth lRM rate setting as wet! as Issues that fmpoct vtili!les under cost-of-service. We ore actively porticipaHng in !he working 

group. 

Internal ControL over Financial Reporting and Disc[osure Control$ and Procedures: 
We are continuously onolyztng the impocls of changes on our dtsdosure controls and procedures and internal controls over financial 

reporting as we proceed through our implementation of fFRS. Additional disclosure controls may be required to address firsHime 

adoption and oddiHona! lnterno! controls. moy be requfred to implement changes in our accounting policies and to support oor 

ongoing !FRS reporting requirements. 

We hove ini!io:ted !he process of analyzing our Cl)rrent disclosure control and procedure and inferno! control documentation to 

identify chon~ required upon the adoption of !FRS. We have categorized eoch control process os low, medium or high-impact, 

based on the currently assessed risk of a major change being required upon implementation of 1FRS. This ranking was completed 

in the fourth quarter of 2009. We completed updonng the documentation for oil of the low and medium-risk processes with IFRS 
implementation impact, tnduding process documenfolion and risk and control molrices, durfng the second quarter of 2010. 

Completion of our documentaHon revisions for our high-rtsk process~ hod been put on hold pending on anticipated decision from 

the !ASB on the allowance of- rote-regulated occounting onder tFRS due to the impact !hot would hove: had on these processes. We 

plan to initiate the completion of the revisions to our high-risk processes in the first quarter of 2011 now fhat there is certainty· that 

RRA will not be permiffed upon our adoption d !FRS. Once our higlrrisk proc<Jss documentation hos been updated, we will begin 
wolkthroughs of olf of oor revised process and controt docvmentotion for low, medium ond high-risk processes. At this time we 
esfimate that we wi!.l complete this on a timely basis for reporting under IFRS in 2012. 

Financial Reporting Expertise 
The prefect's. formal governance structure includes a steering committee consisting of senior level management from finance, 

information technology, treasury o:nd our operations orgoni;..ations. Project status reportlng is provided to senior executive 

management and to lhe Audi1 and Finance Committee of our Boord of Directors on a quarterly bos1s, or more often as necessary. 

The training of key RnOnce and operational steff commenc....od in 2007 and has been ongoing. Training has also been given to lhe 
Audit ond Finance Comm!ltee and senior executive management to communicate the key differences between Canadian GMP and 

fFRS, and to provide them wilh an overview of the key impacts conversion could have on our financial statements. These groups ore 

updated as developments in !FRS continue. Due lo the extensive staffing requirements associated vvtth such a large-scale project, on 

extemo! expert advfsor was engoged to assist with our IFR$ conversion projed, from the pbnning phose through to implementoHon. 
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The Avdit and Finance Committee and senior management continue fo be t,tpdated for key developments in !FRS and their potential 

impact on our financial statements. Updates are provided on at least a quarterfy basis. This will continue through to our conversion 

to lFRS in 2012. During the third quarter we continued lo provide !raining fo our key finance and operational staff. To date, they 
have been trained in many key areas Tnduding property, plant and equipment, regutotory accounting, revenue recognition, liabilities, 

employee benefits, financial instruments and most recently income taxes. in addition lo sessions on specific topics, we have also held 

one financial reporting update session. During the next year, we will continue to provide !FRS financial reporting update sessions on 

a regular basis. 

Business Activities 
The· Company has the customary covenants normally associated with long-term debt. Among other things, oor long-term debt 

covenants limit owr permissible debt os a percentage of oor Iota! coplfolizotion. Dependtng on the ou!<;:ome of vorfows. exposvre 

drafts under !FRS, we could undergo changes fo our results that would impod ovr debt covenants.. For example, covenants wov!d 
be lmpoded as o result of de-recognition of regulatory assets and liabilities, accounting for expendlfures related lo employer· 
sponsored pension p!ans on on accrual bosis versl.ls o cosh basis ond the change in costs thot ore allowable versus disolbwable for 

capilal!zolion os port of the cost of self--constrvcted assets. I\$ port of our IFRS transition protect, we hove been analyzing the lmpod 

of potent!al changes in accounling policy on ovr debl covenants and communicating potential scenarios and fmpocts analyses to our 
Avdit and Finance Comml!tee. Based on o1.,1r current E;'l:Sfimotes, we would remoln in compliance with our deb! covenants. However, 
we met with our financial ins!ilutions and amended our credit agreement wllh the syndicate of banks to consider the potentia! impocls 

that !fRS may have on our covenants. Specifically, the calculotron of our debt to total capitalization ratio was modified under this 

agreement for certain llems to factor in !FRS impods, such tholthe debt to toto! capitalization ralio is representative of what it was 

prior to I FRS, The some rolio is used to support the indentvre agreement with our bondhotders. Given our current estimates, the 

indenlvre agreement was not updated at that fime becawse we anticipated that we wol)!d remain within the threshold for our debt to 

coplfolizollon ratio given the information available ot the time. We hove continued to monitor the impact of conversion on ovr debl 
covenants as !FRS develops and as we finalize our policy choices under !FRS. With the recent deferral of the !ASB RRA project, we 

intend to re-oS$eSS the impact on ovr debt to copitohzotion ratio and identify appropriate next steps. 

Information Technology (IT) Systems 
As part of an entity-wide system improvement project, many of our major financial systems were reploc...;,J in 2008 and 2009. To 

ensvre that the future requirements of lFRS would be mel, common team members were indoded within the governance struch.Jre of 

our !FRS project and !he new entity-wide system implementation teom. Af the some nme, members of the IFRS implementation leom 
were involved in the design of our new entity-wide system. ff Jmplicolions were identl"f!ed and assessed during our diagnostic and 

design and planning sloges of our lFRS project and were lncorporo!ed in the project's solution development stage, For example, 
the new system hos been configured to track depreciation on a component level, based on the useful life of the assef, as currently 

required under lAS 16. The new system has also been configured to track allowable versus disal!owable costs for capitaltzolion 

under lAS 16. The system was designed with the maximum flexibility given the uncertainty of the outcome of certain impacfive IASB 

proiects al the time, When the AcSB deferred lmptementation of !FRS for rote-regulated enfilles, we began making the required 

changes to continue reporting under Canadian GAAP t.mlil Jonuory 1 , 2012. We hove substaotlol!y completed reqvired changes 

to ovr sy.;.tems in order to hove them reody to report vnder I FRS beginning on january l , 2012, with comparatives. 

Environm11ntol R,porting 
We a.ment!y record environmenlolliablhtles for the estimated future expenditures lo comply wilh regulations that require vs to 

remediate certain environmental issues. Specifically, we have obligations related to PCB""COntaminaled equipmenl, chemically

contaminoted lands adiacent to certain of our properties, and buildings thot hove asbestos-- containing moterioh. We o!so currentty 

record an asset retirement obligation {ARO) for the removot and d~sposol of asbestos""Containlng materials from some of ovr bvildlngs. 

These obligations are recorded bosed on the present value of the future estimated cosh flows, Under Canadian GMP this. present 

value is calculated using a fixed discount rate which is the credit--adjusted risk-free role at the date of recognition. When we tronsllion 

to !fRS, we will be required to reassess this discount role and, as if will no longer be fixed, we wl"l! be required to adfust it ol each 

balance sh~t dote. The impact of this change on oor recorded obligoflons cannol be predicted of this. time as lt writ depend on 

foh.Jre economic conditions. 
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Under Canadian GAAP, on ARO exists where there is a legal obligation to remove and dispose of an assef or remed!ate o 

contaminated site. Under !·FRS on ARO also indudes obl1galtons thot are no! legal but which ore consiflJctive in nature. Such a 
constructive obligoiion may be inferred from olher factors such as a reporting enterprise's policies, actions or publ'ic statements, Under 
!FRS, new constructive obligations wi!l be recorded as AROs in cases where we expect that specific lands will no longer be used for 

operatfonol purposes and where we expect to remove assets or remediate properties. 

DISCLOSURE CONTROLS AND INTERNAL CONTROLS OVER FINANCIAL REPORTING 
Consistent wnh transltioning our financial systems to on SAP enterprlse-vvide platform as part of the enU!ywide informafi'on system 

replacement and improvement pro[ect, we successfully implemented vorlou:s Finance, Human Resovrces, PoyroU and fnvestmenl 

Management modules in 2009. The reporting tool Business lnteHlgence/Bvsiness Warehouse wos also implemented. This 

implementation lndvded new controls over Internal Controls over Financial Reporting \iCFR) and the replacement of other controls 

in the prevloos environment. Our process doc-umentation has been updated and the design and effectiveness of the controls hove 

been tested, 

A Supply Chain Enhancement Project to develop on operoHng- framework that ourilnes the strategy and objectives of supply choJn 

is expected to be completed ln 201 1 . The resulting new processes are currently berng reviewed to assess the impoct on tt1e control 
environment Process. documents w!H be updated and controls wtH be tested for design ond operating effectiveness in 2011. 

!n compliance with the requlremenls of National Instrument 52-1 09, Certification of Disclosure in Issuers' Annual and Interim Filings, 
our Ceri1fying Officers have reviewed and ceriified the Consolidated Financial Statements for the year ended December 31, 20 l 0, 

togelher with other financial information included in our annual securittes ~lings. Our Certifying Officers hove also certified that 

disclosure c;:ontrols and procedures (DC&PI hove been designed 1o provide reosonob!e assurance that moteriof information relating to 
our Company is made known within our Company. Bo$ed on the evaluation of the destgn and operotlon of our DC&P, owr certifying 

officers conduded. !hat our DC&P was effective as at December 31, 201 0. Further, our Certifying Officers hove also certified that 

ICFRs have been designed fa provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements. Based on the evaluation of the design and operating effectiveness of the Company's ICFR, our Certifying 

Officers concluded that our lCfR was effective as at December 31 , 20 l 0. 

SELECTED ANNUAL INFORMATION 
The following ioble sets forth audited annual information for each of the three years ended December 31, 2008, 2009 and 2010. 
This informoffon: has been derived from ovr audlted annual Consolidated Finondal Statements. 

Consofidored Statements Qf Oper(l!ions 
Year ended December 3 i {Canadian dollars in millions, except 
earnings per common share! 
Revenues 

Net income 

Basic and fvlly diluted earnings per common ~hore 

Consolidored Bolorn:e 5....,1$ 
Year ended December 31 (Canadian dollars in millions, except cosh 
dividr;mds per share} 
Toto! assets 
Total long-term debt 
Cosh dividends per common shore 

Cosh dividends per preferred shore 

2(110 
5,1211 

591 
5,727 

2(110 
17,322 
7,778 

100 
1.375 

2009 
4,744 

470 
4,528 

2009 
15,635 
6,881 
1,700 
L375 

2008 
4,597 

498 
4.797 

2008 
13,878 
6,133 
2,410 
1.375 
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OUTLOOK 
To achieve our vision to be the !eodlng eledriclly delivery company in North America, we will continue to concenfrole on our 
.strategic objectives of safety, customer solisfoction, innovation and connecting renewable energy, re!lobility, protection of the 
environment, recruitment and knowledge retention, shareholder vo!ue and productivity. We work ln on environment where safety 
is of the utmost importance. Our people underpin everylhing we do, and as such, we remain resolute in ot.Jr commitmenl to safety. 
We will continue to focus our efforts to improve our customers' satisfaction by molntolning operational excellence through our 
efforts to innovate and to renew transmission and distribution systems. in particular, we witl focus on largelec;l investments to address 

overloaded or aging equipment ot customer de!lvery points, power quality and ne!work performance necessory to improve rellobi1i!y, 
which will in turn improve Ct.Jstomer sotfsfoclion. We wl!! also confinve to assist customers In understanding and managing the 

Impacts of bvild!ng o deon energy fvrure. 

The lTEP continues the energy strategies set out in the GEA Introduced in 2009, The need to rapidly reduce the energy sector's 
carbon footprint dominates current environmental decision-making, leoding fa high expectollon for immediate action and expansion 
of dean energy Sl.lpply. Emerging technologies and !he need fa connect clean ond renewable generation challenges our 
Tran~miss!on and Dlstribulion Businesses to reca!lbrale and establish a more flexible and smart electricity grid. 

We are planning significant investments in transmission ond distribution infrastrudure and the continued proadive maintenance of our 

assets to ensure the electricity system's re!tabi!ity in the public interest Our Investment p!on supports the achievement of the Province's 
phase-out of coal-fired generation, renewable and nuclear objectives, facilitates the development and use of renewable energy 
resources, promotes system efficiency, sustains equipment performance, meets customers' service qualify needs and faciliiales the 

integrofion of new stJpply. 

In 2010, the OEB approved our 2011 dislribulion rates with o revenue· reqvirement of approximately $1,218 mllllon. The revenue 
requirement approved was lower than reqvested, but should continue to wpport our work programs necessary to sustain our crmcal 
infrastructure, increase rel!obi!lty through enhanced forestry management, support the smart meter reql)frements and invest ln a 
sosfalnoble e!ectrlc!ty system that s!Jpports renewable generation. We will monitor and address any associated risks should they 
orise. We wil! 00 preparing evidence fo svpport a potential distribution rote application for the yeors 2012 and 2013. 

In early 201 1 , the OEB approved our 20 1 1 and 2012 transmission rates, with ""'enue requirements of approximately 
$1,346 m!Ulon and $1 ,658 million, respectively. The approved revenue requirements will continue to support aging criffcol 
infrastructure, area supply projects and the Province's policy objectives. The 2012 revenue requirement includes the OEB's direction 
to adopt IFRS accounting lor indirect overheads capitalized resulting in o $200 million shift between capitol expenditures and 
operating expenses. 

The actual timing and expenditures In ovr plan ore predicated on obtaining various opprovob including OEB approvals and 
environmenlo! assessment opprovoh; successft;! negoliotlons with customers, nelghbovring otilities ond other slak~ho!ders; and 
consultations with First Nations and Metls communities. Further, we hove mode assumptions ln the plan regarding cost responsibilily 
and funding, consistent with the GEA regulotions ond amended TSC and DSC. 

A~ stewards of significant e!ectricily assets, we are committed lo the protectton and sustainment of the environment for future 
generations. We ore worklng towards baing on environmental leader in our industry, by dishib!.iflng dean and renewable energy, 
by upgrading our electricity grid, by minlmlzlng the impacts of our own operations, ood ensl.lring thot environmental factors are 
considered in making our business decisions. Our commitment to the environment hos been recognized by Canada's Energy, 
Environment and Excellence group and Corporote Knights magazine. 
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MANAGEMENT'S DISCUSSION AND ANAtYS!$ 

Key enablers of the successful implementoHon of our work program ore ou:r human and material resourdng strategies. Our human 

reoource strategy ls focused on hiring through our association with universities, colleges and our unions, as welt as skiHs development 

and retention. Significant retirement projedlons and increasing work volumes wlfl result in an unprecedented number of new hires 
in lh$ neor term. Wlth regard to materials, we ore· seeing incroosing lead times ond costs os market shortages emerge g!obol!y. 

Consequen~y, materials sourcing slrategies conlinue to be developed and Implemented to ensure the ovoi!.ability of materials to 

support our work programs. 

We remoin committed to a prudent and measured approach to dislribulion rationalization. In October 2009, the Government 

announced its intention to make the exemption from the electricity transfer tax permanent for lronsfers of electricity assets within the 

public sector. We hove considered ond will conlinoe to consider and respond to opportunil'ies for acquisitions or divestitures, on o 
voluntary and commercia! bosrs. The investment pion does not include orr.; funding for orry lDC acquisitions or divestitures. 

We wll! continue to increase enterprise value through productivity improvements and cost-effectiveness driven by technology. Over the 

last two yeorsr we hove replaced most of our core systems with an enterprise-vvlde information technology system. We wfll leverage 

this fnvestmenf as a platform for further effectiveness and efficiency gains, including enhancements In strategic sourcing, In addition, 

significant opportunity resides with smart meters and the proliferation of a smart grid, including energy efficiency, demand response 

and distributed-resources technologies. 

Through the outlook period, we anh'cipole no changes to our role within the industry and expect that our financial relums will be 
sufficient to maintain our credit quality. 

APPOINTMENT OF JANET HOLDER 
On Jufy 1, 20 l 0, Janel Holder was appointed to oor Boord of' Dlre<;:tors, Ms. Holder is the President of Enbrldge Gas Distribution 

and serves on the Board of Governors ot the UniversUy of New Brunswick. 
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MANAGEMENT'S DlSCUSSION AND ANAlYSIS 

FORWARD-LOOKING STATEMENTS AND INFORMATION 
Our oro! ond wrilten public communicotlons, induding this docvmenl, often contain forworcHooktng :jtalements that are based on 
current expectations, estimates, forecasts ond projections obowl ovr business and the industry ln which we operote ond include 
be!tefs and ossumpHons mode by the management of ovr Compony. Such statements include, but ore no! limited to statements oboui 
our strategy and our performance meosvres and lorgets; s!olements related to the !PSP; statements -obovt smart meters lndudfng 
their capabilities, their timing of installation and our focus on building on advanced dislrfbution so!ullon that will leverage our 
smart meter investment; expectations regarding developments in the stoMory and operating framework for electricily distribution 
ond transmission in Ontario lndvding ihe impocls. of changes !o codes, licences, n;!es, new regvlolory guidelines, toriff role 
changes, cost recovery, return on eqvity, rote structures, revenue reqvlrements ond impoc1s. on on overoge customer's total bill; 
expectations regarding the flm1ng ond content of opp!lcotlons fo, hearings with and decisions from the OEB and other regulatory 
bodies; statements related to the LTEP; expectations regarding the OEB's Framework for Transmission Project Development Plans; 
statements about outstanding legal proceedings; stalements regarding t!mecl"use billing; expectotions regarding future renewable 
energy generation; statements regarding our liquidity and capitol resources and their use; expeclollons regarding our financing 
activities, 1ndwding owr capitol management objectives and our abi!Hy to access the capitol markets; expe<:loHons about our 
maturing debt ond in!erest payments; expectations regarding the results of our ongoing ond p1anned projects ond/or initiatives 
and their completion doles; stotemenls regarding expected future capita! expenditures, the timing of these expenditures ond our 
investment plans; statements regarding contrad{.lal ob!tgotions and other commitments; slotements regarding the effect of lood on 
our revenue including the anticipated impact of CDM programs; the effect of interest roles on our revenue reqvirement.s and results 
of operations; statements regarding the estimated impact of changes in the forecasted long-term Government of Canada bond yield 
on our results of operollons; lmpocts: to our buslnes$ ln respect of the adequacy and timing of supply of materials, st.Jpplies and 
services and credit risk of our covnlerparlies; expectalions regarding future pension contributions, effect of heahh core cost trend 
on the future benefits costs and the performance of our pension plan; the possibility of the Province making dedorallons pursuant 
to our memorandum of agreement with them; slotemenls regarding possib~ fuh..Jre actions of the Province and regulatory bodies; 
expectations regarding connections of new generation to ovr transmission ond distrlbutlan .systems; expectations regardfng asset 
condillon; statements regarding workforce demographics and the market for skilled !obour; state:menJs regarding the amount and 
timing of future estimated environmen!al ~xpendl!ures, including with respect !o LAR and PCBs; statements aboul fvture asbestos 
removal expenditures and osse! retirement ob1igolions; expectations regarding o1.1r lnformotlon technology strategy and enterprise 
reporting system; the possibi!i!y that we could in future dectde to issue foreign currencydenominoted debt; expectotlons regarding 
onHcipored expenditures associated with transferring assets located on Indian lands; statements about ovr outsovrcing arrangement 
with lnergi LP; statements regarding provinclo! ownership of our transmission corridors; statements obout crEtical accounting estimates; 
statements about !FRS, our conversion io !FRS ond the effect of !he absence of rofe-regv!ated occoonting t.~nder !FRS; statements oboot 
!he outlook period induding our expectations regarding our role within !he industry, our f!na,ncia! returns, our credit rating and credit 
qwality ond strvctvral changes to our Compony. Words svch as "expect," "onlicipate,N "intend," ~otlernpt," "moy," ~plan," "will", 
"believe," "seek," "estimate," "goa!,~ N oim," utorget," ond variations of such words ond similar expressions ore inlended to identify 
such forword·boking statements. These siatements ore not guarantees of future performance and involve assumptions and risks and 
uncertainties that are difficult to preclrct. Therefore, actual outcomes ond results may differ materially from what is expressed, implied 
or forecasted in such forworcHooklng sfotements. We do not intend, and we dlsdoim ony obllgofion to vpdole ony forwordiook!ng 
s!otements, except as required by law. 

These forwordlooklng stotements ore based on a voJiety of factors ond assumptions including, but not limlted to the fo!!OV'I'ing: 
no unforeseen changes. in the legislative and operating framework for Ontario's electricity market; no unfovouroble decisions from 
the OEB and other regl.1!ofary bodies concerning ovtstanding role and other applications; no delays !n obtaining the reqvfred 
approval$; no vnforeseen change$ in role orders or rote structures for our Distribution and Transmission Businesses; o .stable regulatory 
environment; the preparalion of business plans, regulatory filings and future capita! expenditures on lhe basis that commencing 
20 ll rate-regvlated accounting will not be permllted under !FRS; no unfavourable changes in environmental regulation; and no 
significant event occurring outside the ordinary course of business. These assumptions are based on information currently available to 
us, including information obloined from third-party sources. Actual results may differ materially from those predicted by such forward· 
looking statements. While we do not know what impacl any of these differences may hove, our bvsiness, results of operations, 
flnancid condition and our credit stability may be materially adversely affected. factors that could cause ocluo! results or outcomes 

to differ maleriolly from the results expressed or implied by forward-looking statements tndude, among o!her things. 
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MANAGEMENT'S DISCUSSION AND ANALYS!S 

• the impact of the GEA and the LTEP, including unexpected expenditures arising therefrom; 

• the risk !hat previously granted regulatory approvals may be suOOequently chaHenf)ed, appealed or overturned; 

• public opposition to and delays or denials of !he requlsite approvals and accommodations for our planned pro[ects; 

• the risks associated with being controlled by the Province including the possibi!ily that !he Province may make declarations 

pursuant to the memorandum of agreement, as well as potential conflicts of Interest that may arise between us, the Province 

and re.la!ad porties; 

• the risks associated with being subiect lo extensive regulation induding risks associated with OEB adion or inaction; 

• the timing and results of regulatory dedsions regarding our revenue requirements, cost recovery and rates, o.s well as 

changes to rules t,u1.der volious regulatory body review; 

• the potential Impact of CDM programs on our load and our revenues; 

• unanticipated changes in electfcity demand or in our costs; 

• the risk !hal we are not able to arrange sufficient cost-effecllve finandng to repay maturing debt and to fund capita! 

expendil\lres and other obligations; 

• the risks associated with the execulloo of our capital and operation, maintenance and odmlnis!raflan programs necessary 

to maintain the performance of our aging asset bose; 
• the risk that we may nol recover ali of our proiecf costs to prepare a bid associated wilh !he OEB's Framework for 

Transmission Proiecf Development P!ons; 

• the risk that we will be unable 1o source the materials necessary to support our work programs; 

• the risks related to our workforce demographic and our potential inability to attract and retain qualified personnel; 

• the risk lhat assumptions that farm the basis of our recorded environmental liabilities and related regulatory assets may 

change~ 
• the risk of currently undelermined future asbestos removal costs; 

• the risk to our focili!ies posed by severe weather conditions, natural disasters or catastrophic events and our hmlfed 

insurance coverage for losses resulting from the.se events; 

• the risks associated with information system security and with maintaining a complex information technology systems 

infrastructure and tronsitioning most of our financial and business processes to on integraled business and finandal 

reporting syst~m; 

• future interest rates, future investment returns, infloHon, changes in benefits and changes in acluarial assumptions; 

• the risks associated with changes in interest roles; 
• !he inabrlity to negoliate collective agreements consistent with our rote orders or in a timely fashion and the potential for 

loboor disputes; 
• the risk tha.l we may incur significant costs ossocioled with transferring assets located on Indian lands; 

• the potential that we may incur significant expenses to replace some or all of the functions currenrly outsourced if our 

agreement wllh !nergi LP ls terminaled; 

• the impact of the ownership by the Province of lands underlying our transmission system; and 

• the impact of the final outcome of the exposure drah on ral€-"regufated accounting under fFRS. 

We caution the reader that Jhe above list of factors ls not exhousttv~. Some of these and other factors ore discussed in more· detail 

in the section "Risk f\Aanogemenl and Risk Factors" ln this Management's DiscU$slon and Analysis lMD&A). You should review this 

section tn detol!. 

in oddmon, we caution the reader thot information provided fn this MD&A regarding our ooriook on certoin molters, including future 

expenditures, is provided in order to give context to the nalure of some of our ft,~ture pions ond may not be appropflate for other 

pvrpows. 

This MD&A is doted as ot february 10, 20 l l . Additional Information about our Com pony, including our Annual Information Form, 

is avollob!e on SEDAR ol WVM'.sedor.com. 
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MANAGEMENT'S 
The Consolidated financial Statements, Nlanagement's Discussion and Analysis {"MD&A"} and related financial Information 

presented in this Annual Report hove been prepared by the management of Hydro One Inc. {"Hydro One" or !he "Campony"j. 
Management is responsible for the integrlfy, consistency and reliability of all svch informolion presented. The Consolidated Finonciot 
Statements hove been prepared ln accordance wtth accounting principles generally accepted in Canada and opp!!cob!e secwrities 
legislation. The MD&A has been prepared in accordance with Na!iona! !nstroment 51· 102, Port 5. 

The preparation of the Consohdaled Finando! Statements and information ln lhe MD&A involves the use of estimates and 
assumptions bosed on management's judgement, partlcv!arly when tronsoclions affecting the current occovnflng period connot be 
finalized with certainty until future periods. Estimates and assumptions are based on historical experience, current condllions and 
various other assumptions believed to be reasonable in the clrcumsfances, with critical analysis of the significant accounting policies 

followed by the Company os described in Note 2 to the Consolidated Finonciol. Statements. The preporolion of the Consolidated 
Financial Statements and the MD&A ind1.1des information regarding the estlmated impoct of future events and tronsodions. The 
MD&A also indt.~des information regarding sou~ces of liquidity and capitol resot.~rces, operoting trends, risks and l.lncertointies. Actual 
resuks tn the futvre may differ materially from the present assessment of this information becavse futvre events and circumstances may 
not occvr as expected. The Consolidated Financial Sta!emenls and !v\D&A. hove been properly prepared within reasonable lfmlts of 
materiality and in light of information up to February 10, 2011. 

In meetfng its responsibility for the rellabiiHy of financial information, management malntoins and relies on a comprehensive system 

of intemol con-lro! and internal audit. The system of internal control includes o wrilten wrporate conduct pollcy; lmplementatton of a 
risk mona~ent framework; effective segrego!!on of duties ond delegation of authorities; and sound and conservative accounting 
policies that ore regularly reviewed. This strwcture ls designed to provide reasonable assurance that esse-Is are safeguarded and that 
reliable information is available on o timely basis. In addilion infernal and disclosure controls hove been documented, evaluated, 
tested and identified consistent with National Instrument 52~ 109 (Bi!l 198}. An internal audit function evaluates the effectiveness 
of these internal contro!s consistent with its annual audit plan and reports its findings fo management and !he Audit and Finance 
CommiHee of the Hydro One Boord of Directors, as required. 

The Consolidated Financial Slotements hove been examined by KPMG llP, independent external auditors appointed by !he Hydro 
One Boord of Direclors. The external auditors' responsiblhty is to express their opinion on whelher the Consolidated finoncla! 
Stolemenls ore fairly presented in accordance with accounting priilcipte.s generally accepted in Canada. The Independent Auditors' 
Report, which appears on page 43, outlines the scope of their examination ond their opinion, 

The Hydro One Board of Directors, through its Audit and finance Committee, is responsible for ensuring that management fulfills ils 
responsibilities for financial reporting and infernal controls. The Audit and Finance Comm!ffee of Hydro One met periodically with 

management, the internal auditors and the exlernal auditors fo sol1sfy itself that each group hod properly discharged its respedive 
responsibillfy ond to review the Consolidated Financial Statements before recommending approval by the Boord of Directors. The 
external oudi!ors hod direct and full access to the Audit and Finance Commiltee, with and without the presence of management, to 
discuss lhelr audit and their findings as to the integrity of the financial reporting and the effectiveness of the system of internal controls. 

The Com?Ony's President and Chief Executive Officer and Executive Vice-President and Chief Financial Offlcer have certified Hydro 
One's annual Consolidated Financial Statements and annual NU)&A filed under provincia! securilies legislation, related disclosure 
controls and procedures and the design and effectiveness of related inlernol controls over financial reporting pursuant to National 
Instrument 52-109. 

On behalf of Hydro One Inc.'s management: 

Iauro Fonnuso SandyS!ruihers 
President and Chief Executive Officer Executive Vice-President and Chief financial Officer 
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INDEPENDENT AUDITORS' 
To the Shareholder of Hydro One Inc. 

We have audited the accompanying consolidated ftnancial statemenls of Kydro One Inc., which comprise the consolidated balance 

sheets as at December 31, 20 l 0 and December 31, 2009, lhe consolidated sfolements of operations and comprehensive income, 
retained earnings and accumulated other comprehensive income, and cash Aows for the years then ended, and notes, comprising a 

summary of significant accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management Is responsible for the preparation and fair presentation of these consolklated financial stalemenfs in accordance wifh 

Conodion generally accepted accounting principles, and for StJch Internal control os manogemenl determines is n~sory to enable 

the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error_ 

Aud;tors' Responsibility 

Our responsibility is to express an opinion on these consolidated frnoncfo! stafements based on our audits. We conducted our 

audits fn accordance with Canadian generally accepted otJditing slondards. Those standards require that we comply with ethicd 
requirements and plan and perform the audll to obtain reasonable assurance about whether the consolidated financial slotements are 

free from material misstatement 

Ao audit involves performing procedures to obtain audit 8"1idence about the amounts and disclosures in the consolidated financial 

slotements. The procedures selected depend on our judgment, including the assessment of the: risks of moteriol misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control 

re1evant to the entity's preparation and fair presenfatlon of the conso!ldated flnonciaf sfotemen-ts in order to desfg-n audit procedures 

that ore appropriate ln the· clrcumstonces, but not for the purpose of expressing on apinlon on the effectiveness of the entity's internal 
controL An audit o!so indudes evalvoting the oppropriotenes.s of accounting policies used ond the reasonableness of acc;:ounflng 
es!imates made by management, os wei! as evaluating the overall presentation of the consolidated ~nandal statements. 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis !Dr our audit 

opinion. 

Opirtiort 

In our opinion, the consolrdated financial statements present folr~, in all material respects, the financial position of Hydro One Inc. 

as at December 31, 20 l 0 and December 31, 2009, and the results of lts operations and its cosh Haws for the years then ended in 

accordance with Canadian generally accepted accounting principles. 

Chartere-d Accountants, Licensed Public Accountants 

Toronto, Canada 

FebNory 10, 20 1 I 
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CONSOLIDATED STATEMENTS OF OPERATIONS 
t::: .. 

Yeor (#1ded December 3 I (Canadian dollars in millions, except pl'.?r share amovnts) 
Revenues 
Transmission /Note 16) 
Dislribufion {Note 16) 
Oihor 

C0$1$ 
Purchased power (Note 16) 

Operation, maintenance and odminis!rolion (Note 16} 

Depreciation and amorlizotton (Note 3} 

Income before financing charges and provision for 
payments in lieu of ""l'lrole iru:ome loxes 

Financing charges {Note 4} 

Income before provision for payment$ in lieu 
of corporote incomoloxos 

Provision for payments in lieu of corporate 

income taxes {Notes 5 ond 16} 
Net in(.Ome 

Other comprehensive income 

Comprehensive income 
Sosk ancllully dilu!ecl OQrnings per 

common share (Canadian dollars) (Note 151 

CONSOLIDATED STATEMENTS OF 

Year ended December 31 {Canadian dollars in millions) 
Retained earnings, January 1 
Change in accounting policy for the recognition of fvtvre income 

tax assets and liabilities {Nole 2} 

Net lncome 
Dividends {Note 15) 
Relained earnings, Docember 31 

$eft occomponying nola$ tv Conoo!ldoted Finon.;.io! Stotemt;ln!$, 

52 HYDRO ONE ANNUAL REPORT 2010 

2010 

1,307 
3,754 

63 
5,124 

2,474 
1,078 

583 
4,135 

989 
342 

647 

56 
591 

591 

5,727 

2010 
1,791 

591 
(28) 

2,354 

2009 

1,147 
3,534 

63 
47M 

2,326 
1,057 

537 
3,920 

824 
308 

516 

46 
470 

470 

4,528 

2009 
1,497 

12 
470 
11881 

1,791 



CONSOliDATED FINANCIAL STATEMENTS 

CONSOLIDATED STATEMENTS OF ACCUMULATED 

Yeo1 ended December 31 {Canadian dollofs in millions} 
kwmulotod other comprehensive income, J<Jnuory I 
Other com rehensive income 

kwmuloted other comprehensive income, Decembe< 31 

CONSOLIDATED 

December 31 {Conodian dollar,s in millions} 
Assets 
Current assets: 

Cash 
Short·term. investment~ (Note 17) 
Accounts receivable (net of allowance for doubtful 

accounts- $25 million; 2009- $25 million! (Note 161 
Regulatory assets {Note 8} 
Materials and supplies 
Future lncome tax assets {Note 5) 

Fixed as'l8ts {Note 61: 
Fixed assets in service 

less: Accumulated depreciation 

ConslTI.JcUon in progress 
future tJse !ond, c;:omponents and spores 

O!her long-term assets: 
Regulatory assets (Notes 8 ond 22} 
Deferred pension ossel (Note 12} 
long-term tnvestmenl {Note 9) 

Intangible assets \net of accumuloted omortizalion) (Notes 2 and 7} 
Goodwill 
Future income tox assets (Notes 2 ond 5} 
Other 

Se<s oocornponylng notes to O:msolidaled finon<::io! S!otement;;. 

2010 
(10) 

(10) 

2010 

33 
139 

911 
42 
21 
35 

19,767 
7,247 

12,520 
1,402 

139 
14,061 

1,013 
460 
249 
189 
133 

19 
9 

2,072 
17,322 

2009 
1101 

II OJ 

2009 

843 
72 
21 
21 

18,407 
6,815 

11,592 
1,256 

150 
12,998 

858 
424 

218 
133 

18 
13 

1,664 
15,635 
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CONSOLIDATED FINANCIAL STATEMENTS 

CONSOLIDATED 

December 31 (Canadian dollars in millions) 
Uabilitie> 
Current !labilities: 

Bank indebtedness 

<: rd~ 
"-.) 

Accounts payable and accrued charges (Notes 13 and 16) 
Regulotory liabilities /Note 8) 
Accrued interest 

Shorf!erm notes payable 
long-term debt payable within one year (Note 9) 

long-term debt (Nate 9) 

Other longierm liobilifies: 
Employee future benefits other than pension (Note 12) 

Regulatory liabilities /Notes 8 and 22) 
Futore- income tax Habilitles {Notes 5 and 22) 
Environmental liabilities {Note 13} 

Asset retirement obligations (Note 14) 

long-term occovnts poyob!e ond other ltoblllttes 

Tomlliobilifles 

Contingencies and commitments (Notes 18 and 19} 

Shareholder's equity (Note 15) 

Preferred shares {authorized: unlimited; iswed: 12, 920,000) 
Common shores {authorized: unlimited; i$Sued: 100,000) 
Retained oomlngs 
Accumu!oted other comprehensive income 
Toml shareholder's oqui!y 
Tom! liabilities and shareholder's egui!y 

$<;:e occ.omponying notes !q Consolida!ed ffnandal S!OEmen!s, 

On behalf of the Board of Directors: 

jomes Ameft 
Choir 
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MichaeiJ_ Mueller 

2010 

884 
72 
84 

500 
1,540 

7,278 

980 
S40 
693 
287 
II 
12 

2,523 
11,341 

323 
3,314 
2,354 

(10} 
5,981 

17,322 

Chair, Audit ond Finance Committee 

2009 

26 
800 
100 
74 
55 

600 
1,655 

6,281 

940 
489 
533 
303 

16 
2,281 

10,217 

323 
3,314 
1,791 

(10) 

5,418 
15,635 



CONSOUDATED fiNANCIAl STATEMENTS 

CONSOLIDATED STATEMENTS 

Year endod December 3 J (Canadian dollars in millions) 20H) 2009 
Operating activities 
Net income 591 470 
Environmental expenditures (17) 191 
Adjustments for norrcash items: 

Depreciation and amortization \excluding removal costs) 526 487 
Regulatory asset and liability accounts (10) 1341 
Fuh;re income taxes (8) 16 
Asset retirement obligolfon 4 

1,087 930 
Changes in non-cosh bolan<:es related 

to o~rotions (Note 17) 77 1381 
Net c.,.h from operating adivities 1,164 892 

Finoncing odivities 
long·term debt lssvOO 1,500 1,150 
long·term debt retired (600) 14001 
Short-term notes payable (55) 55 
Dividends paid (28} (1881 
Other 2 
Net c-osh from financing activities 817 619 

Investing activities 
Copilot expenditure<> 

Fixed aSSf~ls (1,557) 11,4731 
lnto~ib!e assets (13) 1931 

11,$70) 11,5661 
long-term investme-nts (250) 
Other assets 37 13 
Net cash u..,d in inves6n9 activities (1,783) 11,5531 

Not chango in cash and cosh equivalent> 198 1421 
Cash and c;:osh ~uivo!ents, January 1 (26) 16 
Cash and cosh eguivolenl$, Deoember 31 (Note 17} 172 (261 

See acc:ompt;mying nares to Consolidoled Ftnondal Stotemen!s. 
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NOTES TO CONSOLIDATED 

1. DESCRIPTION OF THE BUSINESS 
Hydro One Jnc. {Hydro One or the Compony) was incorporated on December 1, 1998, under the Business Corporations Act 
(Ontario) and is wholly owned by the Province of Ontario {the Province). The principal businesses of Hydro One are the transmission 
ond distribution of electricity fa cu.stomers wilhln Onforlo. These businesses ore regulated by the Ontario Energy Board {OEB). 

2. SIGNIFICANT ACCOUNTING POLICIES 
Basis of Com~otidation 
The Consoli'doted Financial S!atemenfs indude the occoo.n!s of the Company and its who!lyowned subsidiaries: Hydro One 
Networks Inc. !Hydro One Networks), Hydro One Remole Communiiies Inc. [Hydro One Remole Communilies), Hydro One 
Bromplon Networks Inc. (Hydro One Bromplon), Hydro One Telecom Inc., Hydro One lake Erie link Management Inc. ond 
Hydro One lake Erie link Compony lnc. 

Basis of Accounting 
The Consotldoted Financial Statements ore prepared in accordance with accounllng principles generally accepted in Conodo 
!Canadian GAAP)_ 

Rate·•etting 
The rofes of the Company's electricity Transmission ond Dlstribvtioo Businesses ore sl.!bject to regtJ!ot!on by the OEB. 

Transmission 

On August 16, 2007, lhe OEB issued ils decision in respocl of Hydro One Networks' 2007 and 2008 lransmissian role 

applicalion. As port of iha! docision lhe OEB approved the disposilion of exporl and wheeling fees liabilily and ihe !ransmlssion 
morket"feody regulatory asset, which was factored into rates and refvnded to customers over the fol.!r·yeor period ending 
December 31,2010. 

On May 30, 2008, Hydro One Networks submirted on applicalion lo lhe OEB lo adiusl Uniform Tronsmission Roles llffRs) effeclive 
January 1, 2009. On Augusl 28, 2008, lhe OEB approved the applicolion allowing Hydro One Networks lo recover revenues 
consistent with the OEB-approved 2008 revenue requirement which reflected the full repayment lo customers of the amounts recorded 
in the Earnings Shoring Mechanism and the Revenue Difference Deferral Account al the end of 2008. 

To achieve the necessary funding in support of required infrastructure, Hydro One Netvvorks fr!ed a transmission rate app!lcolion 

for 2000 and 201 0 roles in Seplember 2008. The applicolion sooght OEB opproval for revenue requiremenls of opproxlmolely 
$1,233 million and $1,341 million, based on a relurn on equily of 8.53% and 9.35% for 2009 and 2010, respociively. On 

Moy 28, 2009, lhe OEB issued ils decision in respect of lhis application. The decision, which was effeclive July 1; 2000, resulled 
in reduced revenue requiremenls of $1, 180 million and $1,240 million in 2009 ond 2010, respeclively, primarily due loa lower 

approved relurn on equily. The OEB decision disollowed developmenl capilol expendilures of $180 million for 2010, but agreed 
to reconsider the projects if oddi!Jonal evidence was provided. On September 4, 2009, Hydro One Netvvorks filed the additional 

evidence on tvvo projects amounting to approximately $160 million in capitol expenditures. The OEB approved the supplemental 
evidence for inclusion in Hydro One NeNvorks' 2010 rates. Thjs resulted in o revised revenue requirement of $1 ,257 million for 
20 I 0, on lhe basis of an updated relurn on equily of 8. 39% for 2010. 
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On May 19, 2010 Hydro One Networks submitted an opplfcofion for 2011 and 2012 transmission rates: in continued support of 
its aging critical infrosiructure and the s~;.~pply mix obieclives for generation, lndvdtng off-cool fnitiotlves and inilialion of investments 
in svpport of the Green Energy Act [GEA). This application sought the approval of revenue requirements of approximately 
$1 ,446 million for 2011 and $1 ,547 million for 2012. 

On December 23, 2010, the OEB issued its decision effective January l, 2011 which resulted in revenue requirements of 
$1 ,346 million for 2011 and $1,658 million for 2012. The change in our 2012 revenue requirement resulted in a higher revenue 
requirement- than originoHy submitted due fo the OEB directing Hydro One to adopt !FRS occounling for overheads capitalized 
resulting in a $200 million increase in 2012. 

Distribution 
On De"-ember 18, 2008, the OEB issued a decision approving substontiolly all work program expenditures effective May 1, 2008, 
for implementation on February 1, 2009. The OEB also approved recovery of ouT smart meier expenditures mode· prior 1o lha end of 
2007. The decision approved the establishment of the revenue recovery account [Rider 4) to record the revenue differential between 
e-xisting dis.1r1bution rates and new rates. Rider 4 is being recovered over a 27-month period commencing February 1, 2009 and 
ending April 30, 201 1 . 

In late 2008, Hyd~:o One Netvvorks filed on. incenttve regulation application for 2009 rates, with on update filed in january 2009, 
to reflect the impact of the 2008 distribution rate decision. The opp!icollon was filed on lhe basis of the OEB's third-generOtton 

fncenlfve Regulation N\echanism {fRfv\} process, which adjusts rotes by considering inflation, productivity iorgets, significant events 

outside the control of management ond a capita! odjus.tment mechanism. to recover cos1s for new incremental copltol comtng in 
service beyond a prescribed threshold. On May 13, 2009, the OEB released its decision approving the basic IRM increase and 
the· $1.65 per month per metered customer for smart meters. The revised rates were approved effective Mc.y 1, 2009, with on 
implementation dote of June 1, 2009. 

!n 2009, Hydro One Netvvorks filed a cost·ohervlce application with the OEB for 2010 and 2011 distribution rates reflecting the 

Company's p!on to invest in its net>Nork assets to meet obiectives regarding public ond employee safety; regulatory and [egis!Otive 
compliance; maintenance of system securfly and re!iobflity of system growth req!.,!lretnenls; ond investments required by the GEA 
The applicaHon sought OEB approval of revenue requirements of approximately $1,150 million and $1,264 million for 2010 and 
2011 , respectively. 

On April 9, 2010, the OEB released its decision approving revenue requirements of $1, 146 million !Or 201 0 and $1 ,236 million 
for 2011 to support the necessary work programs, the implementation of' lhe GEA and the instoltotion of smor! meters. The OEB also 
approved certain distribvtlon·reloted deferral accovnt balances sooght by Hydro One Nelworks in its application rnd<.~ding retail 
settlement variance accounts, regulatory asset recovery ocoovnt !, retail cost variance accounts and smart meters. The OEB ordered 
that the approved balances be aggregated into o single regulatory account \Rfder 6) to be recovered over an 1 8-month period from 
May 1, 2010 to December 31, 2011. 

On November l, 2007, Hydro One Bromplon filed an application for 2008 rates on the basis of the OEB's second-generation fRA.II. 
pcltcy whkh incorporotes on OEB-opproved formula !hot considers inflation and efficiency targets. On March 19, 2008, the OEB 

releo:Jed its dedsion. The revised rates, including an amount of 67 cents per month per metered cvstomer for smarJ· meters, were 
approved with on implementation dote of Moy 1 , 2008. 

On November 7, 2008, Hydro One Brompton fr!ed an application on the same basts for 2009 distribution rates. On March 13, 

2009, the OEB released it decision ond approved the submission on the basi·s: of its second-generoHon !RM po!lcy. The revised 
rates, including on amount of $1.00 per month per metered customer for smart meters, were approved for implementation effectiVe 
May 1, 2009. 

On November 6, 2009, Hydro One Brompton filed an application for 2010 distribution rates on the basis of the OEB's second

generation !RJV\ process. On Aprill3, 2010, the OEB released its decision regarding this rate application approving our s·ubmission 
on the basis of the OEB's cost-of"COpitol and second-generation !RM. polides, The revised rates had on imp!ementotton date of 
May 1, 2010. 

HYDRO ONE ANNUAl REPORT 20 I 0 57 



NOTES TO CONSOLIDATED FJNANCIAl. STATEMENTS 

On August 29, 2008, Hydro One Remote Communllies fl!ed a 2009 cost-of-service rate applicaHon proposing 

an increase of about $10 million over !he 2006 approved revenue reql.!irement os o result of increosed fuel 
costs. On April 30, 2009, the OEB issued o decision regarding this lUte oppli<;otion opproving all work 
program expenditures effective Mcry 1, 2009. 

On November 4, 2009, Hydro One Remote Communities fi[ed on application for 2010 distribution roles under 

the OEB's thlrd~enera!ion IRM, seeking approval of on increase to bosic roles for the distribt.~fion and generollon 
of electricity effective Nlay 1 , 201 0. The increase reflects the standard inflationary odiustmenls incorporated 

.in the third-generation IRM applicotions. On April 14, 201 0, the OEB issued o decision regarding this rate 
application under the OEB's third-generation IRM. policies, The revised roles were approved for implementation 
on May 1, 2010. 

ReguLatory Accounting 
The OEB has the general power to include or exdude costs, revenues, losses or gains in the rates of a specific 
perlod, resulHng in a change in the timlng of accovntlng recognition from that which would hove applied in on 
umegv!oted company. Such change in timing involves the opp!lcotion of rate-regulated accounting, givfng rise 
to the recognition of regt.~!atory assets on.d liabili!ies. The Company's regulatory assets represent cer!oin omot.mts 
receivable from future customers ond costs !hot hove been deferred for accounting purposes becav.se it is 
probable that they will be recovered in future rotes. In addition, the Company has recorded regulatory liobiliHes 
which represent omounls for expenses incurred in different periods than woukl be the case hod the Company 
been unregulated, The Company continually assesses the likelihood of recovery of eoch of it.s regulatory assets 
and continues to believe that it is probable that the OEB wilf foetor its regulatory assets ond liobili!ies into 'the 
setting of future rates. If, at some future date, the Company iudges that it is no longer proboble that the OEB will 
include a regulatory asset or liabi!Hy in future rates, the appropriate carrying amount will be reflected tn results 
of operations in !he period thai the assessment is made. Specific regulatory assets and liabilities are disclosed in 
Note 8. 

R•v•nue Recognition and AUo~ation 
Tronsmt.sslon revenues ore coilected through OE&opproved rates, whlch ore based on on approved revenue 
reqvlrement that includes a rate of relwrn. Such revenue is recognized as power is transmitted and delivered to 
customers. 

Dlstrlbvtion revenues attributable lo lhe delivery of electricity ore based on OE&opproved distribution rates and 
are recognized os elecfricily is delivered to customers. The Company eslimotes the monthry revenue for the 
period based on wholesale power purchases because customer meters are not generoHy read at the end of 
each month. Unbil!ed revenue induded wilhln accounts receivable as at December 31 , 20 l 0 amounted to 
$493 million (2009 · $434 million). 

Distribution revenue also indudes an amount relating to rote protection for rural residential and remote custome~, 
which is received from the Independent Electricity System Operator {IESOI bo>ed on a standardized cvslomer 
rote that is approved by the OEB. The current legislation provides rote protection for prescribed classes of ruro! 
residential and remote consumers by reducing the electricity rates that would otherwise apply. 

Segment revenues for transmission, distribulion and other also include revenue related to sales of other services 

and equipment. Such revenue is recognized as services ore rendered or as equipment is delivered. 

Ct>rporQte Income 11nd CQpital T<VC .. 
Under !he Electricity Act, 1998, Hydro One ls required to make· payments in lieu of corporate taxes to the 
Ontario E!ectr!dty Financial Corporation (OEFC). These payments ore colct.Jioted in accordance with the Nies 
for computing income and taxable cop!tol ond other relevant amounts contained in the Income Tox Act (Canada) 
and the Toxoffon Ad, 2007(0ntario) (Corporoffons Tox Act (Ontario), prior to 2009} as modified by the 
Electricity Ad, 1998, ond related regulations. 
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Effective January I, 2009, the Company adopted amendments to the Conodian Institute of Chartered Accovntonts ICICA] 
Handbook Section 3465, lnoome Taxes and CICA Handbook Section I 1 00, Generally Accepted Accounffng Principles, These 
amended secffons establish new s.tandords for the recognillon, meosurem$nl, presentation ond dtsdosure of future income tox assets 

ond liabililles of rote·reguloted enterprises. 

F-or transactions and events that cause temporary differences between the tax basis of assets and I labilities and their corrylng amounts 
for accounting pvrposes, the Company reccgnized future income tox assets and liabilities, and corresponding regulatory !iabi!ilies 

and assets, as a result of adopting these amended standards on January 1, 2009. Adjustments to retained earnings were recorded 

on January 1, 2009 for the cumw!Ofive earnings impod of future income tax assets and IJabilitles as at December 31, 2008 that ore 
excluded from the rate-selling process, 

CUrrent Income Taxes 
The provision for current taxes and the assets and !iobililies recognized for the curren-t and prior periods ore meosured at the amounts 

receivable or payable from/to !he OEFC 

Future Income Taxes 
Future income taxes are provided for using the liability method and ore recognized on temporary differences belween the corrytng 
amount of assets and liab!lities in the linancial statements and the corresponding tax bases used in the computation of taxable profit_ 

Fulure· income tox liabilities ore generally recognized on aU toxoble temporary differences and future tax· assets are recognized to 
the extent !hal it is more likely than not that they will be realized from taxable profits o.vailoble against which deductible temporary 

differences con be utilized. 

Fl)ture income· taxes are calculated at the fax rates thor ore expected to app!y tn the period when the liabl!Hy is settled or the asset is 

realized, bosed on the tax roles land tax lows) that hove been enacted or substantively enacted by the balance sheet dote. Future 

income taxes ore charged or credlled to the Statement of Operations ond Comprehensive Income. 

The corrytng amount of future income lox assets is reviewed ol each balance sheet date and reduced to the extent thot aH or port of 
the futvre income fox assets hove nol met the ~more likely than nol" criterion. Previously unrecognized future income tax assets ore 

reassessed at eoch bolonce sheet dote and ore recognized to the extent that it has become more likely than not !hat they will be 
recovered from future taxable profits. 

The Company has recognized regulatory assets and habilmes vvhfch correspond to future income faxes that flow through the rot~ 

making process. 

Materials and Supplies 
Materials and supplies represent consumoble.s, spare ports ond conslruction material held for internal construction and maintenance 

of fixed assets. These assets ore carried at lower of ovefoge cost or net realizable value. 

Fixed Assets 
Fixed assets ore capitalized at cost, which comprises materials, !abour, engineering, overheads, depreciation on service equipment 

and the OE&approved allowance for funds used during constrodfon applicable to capitol conslruction activlties within regu!.oted 

businesses, or interest applicable to capitol consln.Jction activities wi!hin wnregu!ated businesses·, 

Fixed assets in service consist of transmission, distribution, communication, administration and service assets and easements. Fixed 

assets also indl)de fulure use assets such as land; major components and spare ports; and capitalized development costs associated 

with deferred capitol proiecls. 

Tmnsmisslon 
Transmission assets fndude assets used for the tronsmission of htgh-volfoge electricity such as lronsmtss1on l!nes; support struchJres; 

foundations; insulators; conne<;:ting hordwore and grounding systems; and assets used lo step t;p lhe voltage of eleclricity from 

generating stations for transmission ond to step down voltages for distribulion .. such os transformers, cirCtJlt breakers and switches. 
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Distribution 
Distrlbuflon assets comprise ossel:s rt?!ated to the distribution of low-voltage electrklfy, inch;ding llnes, poles, switches, transformers, 
prolective devices and metering sysiems. 

Communication 
Commun!calion assets indude the fibre-optic and microwave radio system, opticol ground wire, towers, telephone equipment and 

assodated buildings. 

Administration and Service 
Admlnfs!rotlon ond service assets, tndude odmin!strat!ve bvildings, major computer systems, personal computers, transport and work 
equipment, tools, vehicles and other minor fixed assets. 

Easements 
Easements include s!otutory rights of use for transmission corridors and obuftlng lands granted under the Reliable Energy and 
Consumer Protection Act,. 2002, as well as other amounts related to !and access rights. 

Intangible Asset• 
Intangible assels represent computer applications sohvvore and other Qssets" There assets are cop~to!ized ol cost, which comprises 
moteriob, purchased softv.tore, labour and consulting, engineering, overheads and the OEB"'pproved allowance for fund$ used 
dvring constrl)cflon oppltcoble to capital conslrucflon activities within regv!oted businesses. 

Construction and Oevelqpment in Progress 
Overhead costs, including shored corp:;>rote functions and services cosls, ore copitdiz:ed on a fu!ty o!!ocoted basis, consistent 
w!th an OEB-approved methodology. financing costs are capila!ized on rolei'egulated fixed assets under construction and 
intangible assets under development, based on lhe OEB's approved ollowonce for funds used during construction 120 I 0 - 4. 34%; 
2009- 5.89%). 

Oepre~iotitm and Amortization 
The capllal cosls of fixed assets and intangible assets, primarily consisting of applications software, ore depredated or amortized on 

o stroight·line bosls, except for transport and ·work equipment, which ls depredated on a declining balance basis. 

The Comp::my periodically initiates an extemo! revlew of ifs fixed asset and intangible asset depreciation and amortization rates, 

os required by the OEB. The lost review resulted in changes to rates effective Janwory l, 2007. A summary of depreciation ond 
omorfizotlon rates for the various dosses of assets is induded below: 

Transmission 
Distribution 
Communlcotlon 
Administration and service 

Depreciation and omortlzoiion roles {%} 

Ron e Avera e 
1%-3% 2% 
1%- 13% 2% 
1%- 13% 
1%-20% 

5% 
9% 

The costs of intangible assets ore primarily induded wllhln the administration and service dassificolion above and these assets 

are amortized on o slraighHtne bosis. Amortization roles for computer oppltca!ions softvvore and other inlongibte assets range from 
9%to II%. 

Deprecialion rates for eosements ore based on lhelr contract life. The mojorily of eosements ore held ln perpetuity and ore nol 
deprecioted. 
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[n accordance with group depreciati'on practlces, the original cos! of fixed assets that are normally refired is charged to accumulated 

depredation or amortization, with no gain or loss reflected in current results of operaUons. Goins and losses on safes of frxed assets 

and losses on premature retirements ore charged to results of operations as odiustmenls to depreciation or amortization expense. 
Depreciation expense also Includes the costs incurred to remove fixed assets where no asset retirement obligation has been recorded. 

The estimated service lives of fixed or Intangible assets are subject to periodic review. Any changes arising from such a review are 

implemented on o remaining service life basts cons1slent with their indusion in electridly roles. 

GoodwilL 
Goodwill represents the cost of acquired local distribution companies in excess of fair value of the net idenlifiob!e assets purchased 

and is evaluated for impairment on: on annual basis, or more frequentty lf circumstances require. Goodwill impoirment is assessed 

bosed on a comparison of the fo!r value of the reportfng unit to the undertying· ~orrying value of the reporting vnit's net assets, 

including goodwill, with any wrile-down of the carrying volve of goodwrH being charged agoinsi the resul!s of operations. The 

Company has determined that goodwiU is not impaired. All of lhe goodwi!f [s attributable to the D1slribo!ion Business segment. 

Ois~ounts and Premiums em Debt 
Discounts and premiums ore omorttzed over the period of the related debt using the effective interest method. 

Financial Instruments 
Comprehensive lnr::ome 
Comprehensive income is comprised of the Company's nel income and other comprehensive income {OC!). 00 tndudes the 

amorlization of neJ· unamortized hedging losses on discontinued cash How hedges and the change in fair value on existing cash flow 

hedges to the extent that !he hedge is effective. Tile Company amortizes its unamortized hedging losses on discontinued cosh flow 
hedges to finonclng charges ustng the effective interest melhcd over the term of the hedged debt. 

FinanciaL Assets and UabiUties 
All ~nancial instruments are classified into one of the following five categories: held-to-maturity investments, loans and receivables, 
held-for-trading, other liab!littes or ova!lable-for-sale. All f!nor~da! instrumenls, tnduding derivatives, are carried ol fai'r value on the 

Consolidated Balance Sheel except for loans and receivables, held-to-maturity investments and other finandalliab!lities, which ore 

measured at amortized cost. Held-for-trading financial instruments ore measured al farr value and all gains and losses ore included in 

finandng charges in the period in vvhich they arise. Available-for-sole financial instruments are measured at fair value with revaluolion 

gains and losses included in OCI untif the instrument ts derecognized or impaired. The Company has classified its. financial 

instruments as follows: 

Cash 
Accounts receivob!e 
Short-term investments 

Long-term investment 

Ffxed-to-flootfng interest rote swaps 

Long-term occounfs receivable 

Bank indebtedness 
Accounts payable 
Short-term notes payable 
Long-term debt (unless otherwise specified) 

MTN Series 14 Nate 
$500 million of MTN Series 19 Note 

Held-for·troding 
loons and receivables 

Held-to-maturity /Held.for·troding 
Held-to-mai\Jrity /Held.for·trading 
Not classified 
loons and receivables 

Other liobili!ies 

Other liobiliiies 
Other ltabililles 

Other lioblllties 

Not classified 
Not classified 

Short-term investments are generally classified as held-to-maturity; however, certain short-term lnveslrnents ore dasstfied as held

for-trading when the Company has no Intent to hold o pool of os,sets to their maturity. Documentation of the· short-term [nvestmen! 

classification is mode on inception. 
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Where long·term debt is designoted os port of o hedging relationship, os in the case of the MTN Series 14 Note and $500 million 
of the MTN Series 19 Note, the long-term debt, and related hedging instrument, ore not classified. 

AI! financial instrument transactions ore recorded at trade dale. 

Derivative Instruments and Hedge Ao;ounting 
AU derivolive lnstwments, including embedded derivatives, ore carried at fair value on !he Consolidaled Balance Sheet wntess 
exempted from derivative treatment as o norma! pvrchose and sole or when it is deemed that the economic characteristics and 

risks of the embedded derivative ore not dosely re!oted to the economic choroclerlstlcs and risks of the host contract. AU changes 

in fair value ore recorded in financing charges unless cosh How hedge accounting is used, in which case changes in fair va!oe ore 
recorded in OCI to the extent that the hedge is effective. The gain or loss related to the ineffective portion, if any, is recorded in 

financing charges. 

The Company does not engage in derivative trodlng or speculative ocflvlt1es. 

The Compony periodically develops hedging strotegies for execution taking into occovnt risk monogement objectives. At the 

inception of a hedging relationship, the Compony formally documents the hedging relotianship between the hedged item and the 
hedging instrument, its risk management obiective for establishing the hedging relationship, the nature of the specific fisk expostJre 

being hedged, ond fhe method for assessing effectiveness of the hedging relolfonshlp. The Compony olso ossesse.s, both at the 

inception of the hedge and on an ongoing basis, whether !he hedging items that ore tJsed ore effective in offsetting changes in foir 
va!ues or cosh flows of the hedged ilems. 

Tn;msc;u;tion Costs 
Transaclion costs for financial assets and !iobiliHes !hot are other than held-for-trading are added to the carrying value of the asset or 

l!obility and then amortized over the expected life of the Instrument using the effective lnteres1 method. 

Financial lnstrum~?nt Disclosures 
The fair market value of the Compony's long-term debt is determined using the fair valve hierarchy levels disclosed in Note I 0. 

Empl9yoe Future Benefit$ 
Empbyee future benefits provided by Hydro One include pension, group ltfe insurance, health core and longierm disobilily. 

In at;cordonce with the OEB's rate orders, pension costs ore recorded when employer contribviions are paid to the pension fund 
in accordance with the Pension Benefils Ad {Ontario). Actt.Jarlol voluattons ore Gonducted of Ieos! every three yeors. Pension costs 

are also calculated on an accrual basis. Pension costs are actuorJally determined using the projected benefit method prorated on 

service and based on assumptions that refled management's best estimate of the eHed of future events, including future compensation 

increases, on the adoolial present value of accrued pension beneflls. Pension plan assels, consisting primarily of listed equity 

securities as well as corporote and government debt secorlties, ore valued using fair vo!wes. Past service costs from p!on amendments 

and o!l actuarial golns or losses ore amortized on o straight-line basis over the expecl:ed overage remaining service l!fe of the 

employees. covered. 

Employee future benefils other than pension are recorded on an accrual basis. Costs ore determined by independenl actuaries 

using the projected benefit method prorated on service and based on assumptions that reflecl management's best estimales. Past 

service costs from pion amendments ond adtJoria! golns or losses are amortized on a stroight-hne OOsis over the expecled average 

remaining service- life of the employees covered. 

Employee future benefit cosls are attributed to labour and charged to operations or capitalized as part of the cost of fixed assets. 
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Environme-ntal Costs 
Hydro One records o liabtli'ly for the estimated future expenditwre;s associated wlth the assessment ond remedia!ion of contaminated 

londs and lor the phaseout and destruction of polychlorinated biphenyls {PCBs) contaminated mineral oil removed from electrical 
equipment, bosed on the present vo[ue of these esiimoted fult.lre expenditures. As the Company onticipales !hot the related 

expenditures will continue to be recoverable in future roies, a regulatory asset has been recorded to reflect the future recovery of 
these costs from CU$fomers. Hydro One reviews its- estimates- of future· env1ronmento! expenditures on on ongoing basis. 

Asset Retirement ObligQtions 
When required by force of low or regulation, Hydro One records on asset retirement obligation based on the present vo!t.le d the 

eslimoted fair vabe expenditures to remove certain assets and mitigate related sites. Where the Company ontlcipotes that the re!oled 
expenditures will be recoverable in future rates, a corresponding amount is capitalized as a cost of the related fixed assets. Some 

of the Company's transmission and dlstrfboHon assets, poriiculorly those located on unowned easements and rights-of-way, may 
have: asset retirement obligations, conditionat or otherwise, The maj,orify of the Company's easements and rtghts-ofway are either of 

perpetual durotion or are automoUco!ly renewed annuaHy. land ri'ghts with finite terms are generally subject to extension or renewaL 

k the Company expects to use the majority of its focllities fn perpetuity, no asset retirement obllgotion currently exists, !f, at sorTie 

fufure dole, a portK:tJiar facility is shown not to meet the perpetully criterion, it will be reviewed to determine whether a measurable 

asset retirement oblrgation exists. !n such o case, an asseJ- retirement obligation would be recorded at lhat time-. 

Use ~>f Estimates 
The preparation of financial statements in conformity with Canadian GMP requires management to make estimates and assumptions 

thot affect the reported omou:nls of assets and liobillties. ond the dlsdosure of contingent assets ond liabilities ot the dote of the 
financial statements, and the reported amounts of revenues and expenses for lhe year. Adual results could differ from estimate-s, 

indudfng changes as o resuh of future· decisions mode by the OEB or the- Provtnce-. 

Emerging Accounting Changes 
InternationaL FinanciaL Reporting Standards OFRS) 
On February 13, 2008 the Canadian Accounting Standards Board (AcSB) confirmed that publicly o.ccounlable enterprises wifl be 

required to adopt IFRS ln place of Canadian generally accepted accounting principles for interim ond annual reporting purposes for 

fiscal years beg-inning on or after January 1, 2011 On October 14, 2009, the Public Sector Accounting Ho:xd released a decision 

summary confirming that government organizations fol!owlng commercial practices adhere to standards for publtdy accountable 

entities after Jonoory 1, 2011. On September 10, 2010, the AcSB decided to p<lrmit rate-regoloted enWties to defer their IFRS 
lmplemenlatlon date to january 1, 2012. As such, the Company wr!! opp!y lfRS to its financial s!otemenJs ending December 3T, 

2012 wfth restolement of the amounts recorded on the opening lFRS bo!ance sheet as at january 1, 2011, for comparative 

purposes. The Company continues to assess the impod of conversion to I FRS on 1ts result$ of operat'ions. 

3. DEPRECIATJOII AND AMORTIZATION 

Year ended December 31 (Canadian dollars in millions} 
Deprecialion of fixed o_ssets in service 

Amortization of inlongible assets 

Fixed asset removal costs 

Amortization of regwlotory and other osset$ 

2010 2009 
456 418 
43 36 
57 50 
27 33 

583 537 
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4, FINANCING CHARGES: 

Yeor ended December 31 {Canadian dollars in millions} 
Interest on long-term debt payable 
less: Interest copi!a!ized on conslrudion ond development in progress 

Interest earned on tnvesfme:nts 

Other 

5. PROVISION FOR PAYMENTS IN LIEU OF CORPORATE INCOME TAXES 

2010 
409 
(54) 

(3) 
(10) 

342 

2009 
369 
{58) 

Ill 
121 

308 

The provision for payments in lieu of corporate income foxes (Pils) differs from the amovnt that would hove been recorded using the 
combined Canadian Federal and Ontario sfoft.Jtory income tax rate. The reconciliation be1ween the statutory and eHeclive lox rates is 
provided as fallows: 

(Canadian dollars in millions} 
Income before provision for Pll.s 
Federal and Ontario statutory income tax rote 
Provislon for P!ls at statutory role 

Increase {decrease) resulting from: 

Net temporary differences included in amounts charged to customers: 

Capital cost a!lowonce in exca.ss of depredation ond omortizoilon 
Retoi! settl.e:menl vorionce occo1..1nls 

Pension contribt.Jtions in excess of pension expense 
Overheads capitalized for occoonting but deducted for tax purposes 
Interest capitalized for accounting but ded1.1cted for fox purposes 
Employee fu!ure benefits other than pension expense Jn excess of cosh payments 

Environm~ntal expendifures 
Other 

Net temporary differences 
Net permanent differences 
Total income tox provision for Ptls 

Ct.lffenf income tax provision for Plls 
Future lncome lox provision for P!ls 
Toto! income tox provl;;ion for Plls 
Effective income tox rate 

2010 
647 

31.00% 
201 

(82) 

(18) 
(13} 
(17} 

3 
151 

(15} 
(147} 

2 
56 

64 
(8} 

56 
8.66% 

2009 
516 

33.00% 
170 

174) 
4 

115) 
114) 
119) 

I 
131 
161 

1126) 
2 

46 

30 
16 
46 

8.91% 

The provision for payments in lieu of o.ment income foxes of $64 million represents the amount payable to the OEFC wi!h respect 
to curreot year earnings. The aut•tonding bolonce due to the OEfC of December 31, 2010 is $17 million 12009 · $6 milllan 
re<:overoble), 

The payments in lieu of future income taxes recoverable of $8 million reflects the decrease in the liability for payments in !ietJ of h.rlwre 
income taxes thot are not expeded to be recovered from the Company's customers lhrovgh fu!ure roles. The decreo.se ln the liobl!ity 
for payments in lieu of futvre income toxes that ls expected to be recovered from the Company's customem lhrol.lgh future roles has 
rest.~hed In o decrease in regv!otory assets. 
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Future Income Tax Assets and Liabilities 
Payments in lieu of furure income tax assets ond liabilities arise from differences betvveen the corrytng omoonls and lox bases of the 

Company's assets and llobiii!ies. The tax effects of these differences ore as follows: 

December 31 {Conodicm dollars in mmionsl 
Future in«>me IQx assel!i 
Depreciation and omortizotion tn excess of capitol cost oUoiNOnce 

Employee future benefits other than pension expense in excess of cash payments 

Retail se!tlement variance occou!flfs 

Environmentol expenditures 

Other 
Toto! future income lox assets 

less: cvrrent rtfon 

Drx<>mber 31 (Canadian dollars in millions! 
Fu111re in<Omoii:JX !iobiUfios 
Copftol cost allowance in excess of deprecialion and amortization 
Employee future benefits other than pension expense ln excess of cosh payments 

Environmental expenditures 

Tronsmisslon and Distribution omoonts received but nat recognized for accounting purposes 

Goodwill 
Retoi! selttement vorlonce occotJnls 

Other 
Toto! future income tax !robihties 
less: current rtion 

2010 

9 
5 

3 
5 

22 
3 

19 

2010 

(1,004) 
337 
76 

(69) 
(17} 

5 
11 

(661) 
32 

(693) 

2009 

6 
4 
3 
3 
3 

19 
1 

18 

2009 

1825} 
314 

82 
1681 
(181 

5 
131 

(513) 
20 

(533) 

As ol December 31, 2010, paymen~ in lieu offuture income tax as"'ts of $57 4 thousand 12009 - $461 thousand), based on 
subs1onf!ve!y enacted income lox rates ond lows, have not been recorded, as i! is more· l.ike!y than not that the assets wi!l not be 
reol·ized in the future. 
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6. FIXED ASSETS 

December 3 1 {Canadian dollars in millions} 
2010 
Tronsmi3$ion 
Dlstribt.rlion 

Communication 
Admlnislration ond servk;:e 

Easements 

Transmission 
Dlstribvlion 

Commt.micotion 

Administration and service 

Easements 

Fixed Assets 

10,204 
7,230 

892 
1,089 

491 
19,906 

9,485 
6,773 

806 
1,007 

486 
18 557 

Accumuloted Conslruct1on 
Depreciolion in Progress Toto! 

3,626 !,070 7,648 
2,556 262 4,936 

426 37 503 
554 33 568 

85 406 
7,247 1,402 14,061 

3,455 956 6,986 
2,392 220 4,601 

376 54 484 
510 26 523 

82 404 
6 815 I 256 12998 

financing costs are .capila!izecl on fixed assets under conslwction, including allowance for fun&, used during conslructlon on 

reguloted O$$ets ond interest on unreguloted ossets, ond were $54 million In 20 I 0 (2009 ·$55 million), 

7, INTANGIILE ASSETS 

December 3 1 (Canadian dollars in millions) 

2010 
Compvter applications softvvore 
Other assets 

2009 
Computer opplicoflons software 
Other assets 

Intangible Assets 

395 
5 

400 

379 
5 

384 

Accumvloted 
Amorltzofion 

209 
3 

212 

166 
3 

169 

Development in 
Progress 

1 

3 

3 

Toto! 

Hl7 
2 

189 

216 
2 

218 

Financing costs ore capitalized on intongib!e assets t.mder development, indudlng allowance for ftmds used during construction on 
reguloted ossels, ond were $nil in 20 I 0 12009 · $3 million). 
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8. REGULATORY ASSETS AND LIABILITIES 

Regulatory assets and ~labilities orise as a result of the rote-making process. Hydro One has recorded the following regulatory osseis 
and liabilities: 

December 3 1 (Conodian dollars in millions} 
Regulolory o...,l>: 

Regulatory fvJwre Income lox asset 
Environmental 

Pension cost varlonce occovnt 
Rider 2 !Regulatory asset recovery account II) 
Ruro! ond remote rote protection. variance account 

l.ong·term project development cost account 

Rider 4 {Revenue- Recovery Account/ 

Other 

Total regulatory assets 

less: currenl orti.on 

Regul<dory liobilitieo: 
Deferred pension 

Ex!ernol revenue variance account 

Regulatory future income tax lrobilily 

Re-toll settle-ment variance occoonls 

Rider 3 {regulatory liability refund account) 
Rider6 
Rider 8 
Hydro One Brompton rider 
Export and wheeling fees 
Other 

Toto! regulatory liabilities 

less: currenl ortion 

Regulatol'j! Asset• 
Regulatory Future Income Tax Asset and Llabi!it.y 

2010 2009 

674 523 
309 327 

27 7 
II 19 
7 24 
7 2 
5 18 

15 10 
1,055 930 

42 72 
I 013 858 

460 424 
29 12 
30 32 
22 
19 49 
19 31 
9 
6 9 
3 15 

15 17 
612 589 
72 100 

540 489 

Future income taxes are recognized on temporary differences between the carrying amount of assets and liabilities in the financial 

statements and the corresponding tax bases used in the computation of taxable profit. The Company has recognized regulofory 

assets and liabiltties which correspond to future Income taxes that How lhrough the rate-making process. ln !he absence of ra!e

reguloted occounling, !he COmpany'> provision for PILs would hove been recognized using the liability method ond there would be 
no regulatory accounts established for foxes to be recovered through futvre roles. As a result the provision for P!Ls wowld hove been 

higher by opproximotefy $104 million 12009- $127 million! including the impoct of a change in substantively enacted tax roles. 

EnvironmentaL 
Hydro One records a ltobility for the estimoted foltlre expenditures required to remedtate past environmental contomlnotion (see 

Note 13). Because such expenditures ore expected to be recoverable in future rates, the Company hos recorded on equivo~nt 
amount as o regulatory asset. fn 2010, thts regulatory asset decreased by $15 mfllion {2009- increased by $30 million) 1o reflect 

related changes in the Com pony's PCB liobiliiy and decreased by $1 million {2009- increosed by $40 million) for o change in too 
rand assessment and remediofion {lAR) liability: The envtronrnento! reg•Jiotory as.set 1:;; amortized to resu!ls of operotrons based on the 
pattern of oduol expenditures i'ncurred. The OEB has the discretion !o e-xamine· and assess the prudence and the tlmi.ng of recovery 
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of all of Hydro One's aduol envtronmenlal expenditures. Jn the absence d rate-regulated accounting, operation, maintenance and 

administration expens~ would hove been !ower by $16 mlUion (2009- higher by $70 mtiHon}. In addition, amortization expense 
in 201 0 would have been loW\3r by $ 17 million (2009 - $9 million} and financing charges would have been higher by $15 million 
12009- $13 million}. 

PenslQn Cost Variance A'count 
The penslon cost variance occol.lnl was es.iob!ished for Hydro One Netvvorks' Transmiss~on and Distribution Buslnesses to lrock. the 
difference between the actual pension costs Incurred by the Company and estlma!ed pension costs approved by the OEB. The 
balance in this account reflects the excess of pension costs paid compared to OEB-approved amounts. On May 28, 2009, the 
OEB announced its dedslon regarding the Company's rote appllcatlon in respect of the Transmission Bvslne$.$ of Hydro One 
Nelworks for 2009 and 2010 rates. As port of this decision, the OEB approved recovery of the proposed balance in thts acr;ount 
plws ac;:cwed interesdor rec;<:Nery CNer 18 months ending December 31 , 20 l 0. In the December 23, 201 0 decision on 20 l l and 
2012 lran.$mission rates, the OEB approved the December 31, 2009 tdonce, induding ac:c.:rued inlerest. to be recovered over o 
one-year period from January l, 2011 to December 31, 2011. In lhe absence of rote-regv!ated occountlng, revenue would hove 
been lower by $20 million in 2010 12009 - $7 million}. 

Rider 2 or Regu!otory Asset R.covery Account II (RARA II) 
On Aprll 12, 2006, the OEB announced its declsion regarding the Company's rote opp!lcation in respect of the Distribution Business 
of Hydro One Nelworks. As part of this decision, the OEB afso approved the distrlbvlian·re!oted deferral account balances sought 
by Hydro One. The RARA ll includes retail setllement ond cost variance omol.lnts and distribuHon !owvoltoge service amounts, plus 
accrued interest. In the absence of rate-regulated occ:ovniing, amortization expense in 201 0 would hove been lower by $8 million 
{2009- $23 million). ln addition, related finondng charges would have remained the same in both years. 

Rural and Remote Rate Protection Variance Account (RRRP) 
Hydro One receives rural rate protection ommmfs from the !ESQ. A portion of these amounts, is provided to retail Ct.Jsfomers of 
Hydro One Ne!works wha are eligible for rote pro!eciion. In 2002, the OEB approved o mechanism to collect the RRRP throvgh the 
Who!esa!e tv\arket Service Charge. Variances between lhe amounts remiffed by the IESO lo Hydro One and the fixed entitlements 
defined in the regulation, and subsequent OEB utility rate decisions, are !rocked by the Company in the RRRP variance account to be 
disposed of at a loter dote. 

Long-term Project Development Cast Account 
On Moy 28, 2009 the OEB opproved the creonon of a deferral account to record Hydro One's costs of preliminary work to 
advance certain transmission protects identified in lts 2009 and 20 l 0 transmission role applicalion. On lv'larch 25, 2010, the OEB 
issued a decision amending the scope of the occounllo include the 20 ma1or transmission proied:s Identified in the September 21, 
2009 request from the Government of Ontario. ln its December 23, 2010 decision, the OEB opproved the recovery of the 
December 31, 2009 balonce, indvding accrved tnterest, over a oneyear pertod from Jon"ary 1, 2010 to Oecember 31, 2011, 
The Compony anticipates that it 'Hill seek recovery fof the remaining balance In its next transmission rote oppltcotion. In the absence 
of rott;rlegu!ated occounltng, operollon, maintenance and administration expenses would have been higher by $5 million (2009 • 
$2 million). 

Rider 4 or Revenue Recovery Ac:count 
On December 18, '2008, the OEB announced its decision regarding !he Company's role application in respect of the DistrTbutlon 
Business of Hydro One Nelworks. The approved rates were effective May 1, 2008 with on implementation date of Februory 1 , 
2009. Th!f:l OEB approved the establishment of Rider 4 to record the revenue differentia! between existing distribution rates ond the 
new roles. The OEB ordered that the approved revenve requirement be retroadtve!y recovered, through a rote rider, over o period 
of 27 months commencing Febrvary 1, 2009 and ending April 30, 2011. 

ReguiCltory Liabilities 
Deferred Pension 
In accordance with the OEB's 1999 tronsiflond rote order, pension costs are r~rded ln results of operolions when employer 
contributions are paid tnto the pension plan. The Comp;:my's deferred pension asset represents Jhe comu!ofive difference between 
employer contributions ond pension costs and the deferred pension regu!otory liability resl.l!~ from !he Company's recognilion, os the 
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result of OEB direction, of revenues and expenses in diHerent periods than wovld be the cose for an unregulated enterprf$8·, !n the 
absence of role-regulated occoL,mling, operating, maintenance and administration expense would have been lower by $22 million 
12009 • higher by $9 million). 

External Revenue Variance Account 
Inns /W:Jy 28, 2009 dedsion, the OEB approved forecasted amounts related to export service revenue, extemot revenue from 
secondary !and use and external revenue from station maintenance. and engineering and consiroctfon work. These revenue sources 
ore an offset to the Compony~s revenue requirement, and as such, the OEB requested the establishment of new vorionce accounts 
to caplt;re any difference between the approved forecast and actual revenues from these sources of e-xtemol revenue. The bdance 
reflects the excess of external revenue compared to the OEB-opproved forecast. The OEB's December 23, 2010 declston approved 
the disposition of the December 31, 2009 bo!onoo, including accrued interest, over o oneyeor per!od from jonuary 1, 2010 to 
December 31 , 201 I. 

Retail Settlement Variance Accounts (RSVA) 
Hydro One has deferred certain retail settlement variance om01:.Jnls under the provisions of Artide 490 of the OEB's Accovnting 
Procedures Handbook. The OEB's December 18, 2008 decision allowed for lhe dispmilion of RSVA occumvlated since M:xy I, 
2006 through lo April 30, 2008, inclusive of inleresl, within the Regulolory Uobilily Refund AccounliRLRA). Hydro One Nelworks 
OCC\imuloted o net liobilily in ils RSVA from Moy I, 2008 to December 31, 2009. On April9, 2010, lhe OEB announced 
its dedsion regarding Hydro One Networks' distribution rate oppllcotlon which indtJded the allowonce fo dispose of the RSVA 
occvmu!ated during tho! period, inclusive of-interest, within R!der 6. Hydro One Netvvorks hos accumulated a net liobilfly in its RSVA 
occovnt· since December 31 , 2009. 

RLRA 
The OEB's De<.:.ember 18, 2008 dedsion opproved certain dis!ribution-relafed deferral occoun! bo!ance~ ~ought by Hydro One in its 
application including RSVA omovnts, deferred tax changes, OEB costs and smart meters. Amownts approved for recovery represented 
bolonces incurred prior lo April 30, 2008, plus ossociated inleresL The OEB ordered thollhe opproved bolonces be aggresoted 
into a s!ngle regulatory account to be recovered over a 27·month period from February 1 , 2009 to April 30, 20 l 1 , 

Rider6 
As port of the April9, 2010 decision, ihe OEB approved certain dislribution;elaled deferral account bolonces sought by Hydro 
One in Its applicolion including retail .settlement variance accounts, regulatory asset· recovery accot;nf !, retotl cost variance accounts 
and smart meters. The OEB ordered that the approved balances be oggregoted into a single regulatory account to be recovered 
over on I &month period from M:xy I , 20 I 0 to December 31 , 20 I J . 

RiderS 
As port of the April9, 2010 decision, ihe OEB olso requesled lhe establishment of deferral accounts which coptwe the drfference 
between the revenve recorded on the basis of Green Energy P!on expenditores incurred and actva! recoveries received. 

Hydro One Brompton Rider 
On April I 3, 20 J 0, the OEB issued a decision regarding the 20 I 0 dislriootion roles of Hydro One Bromplon. Included in the 
OEB 's decision was the approval of certain deferral accoonl· balances, primarily RSVA, sought by Hydro One Brompton !n its 
opplicotion, The OEB ordered that the approved bo!onces be aggregated into a single· regulatory account to be disposed of over a 
lwoyeor period from May I, 2010 to Aprii 30, 2012. 

Export and Wheeling Fees 
Consrstent with ihe IESO's Market Rules, on exporl and wheeling fee is collected by the IESO and remitted to Hydro One at the 
rote of $1 per MWh on eleclr:icily exported outside of Ontorio. The amQIJnts collecled in respect of lhese exporl and wheeling fws, 
plus interest, vvere taken lnlo consideration in the revenue requlremenl of Hydro One Nelworks' Transmission Business as port of the 
Company's transmission role application filed wi!h the OEB in September 2006. On August 16, 2007, the OEB issued its decision 
in respect of the Company's transmission rate application and approved final amounts and disposflion treatments for the export and 
wheellng fees. The export ond wheeling fees were factored into rates over o four-year period ending December 31 , 20 l 0. 
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9. DEBT 

December 3 I (Canadian dollars in millions} 

long·term debt: 
7.15% debentures due 2010 
3.89"/, notes due 2010 
4.08% notes due 2011 1 

6.40"/o notes due 2011 
5 .77"/, notes due 2012 
5.00% notes due 2013 
3.13% notes due 2014 1 

2.95% notes due 2015 
4.64% notes due 2016 
5.18% notes due 2017 
4.40% notes due 2020 
7.35% debentur"' due 2030 
6.93% note< due 2032 
6.35% notes due 2034 
5.36% notes due 2036 
4.89% notes due 2037 
6.03% notes due 2039 
5.49% notes due 2040 
6.59% notes due 2043 
5. 00% notes due 2046 

Add; Unrealized hedged los.s 1 

less: long"erm debt payable within one yeor 
Net unomortized premiUms 
Unomortized debt issvonce cosfs 

lon ·term debt 

2010 

250 
250 
600 
600 
750 
250 
450 
600 
300 
400 
500 
385 
600 
400 
300 
500 
315 
325 

7,775 
8 

(500) 
27 
(32) 

7,278 

2009 

400 
200 
250 
250 
600 
600 
250 

450 
600 

400 
500 
385 
600 
400 
300 
300 
315 
75 

6,875 
11 

16001 
24 
(291 

6,281 

r The unfeo!ized hedged loss relote$ lo !be MTN Series 14 Note, o.nJ $500 million of the MTN Seri-es l91'Jote issued injonoory of 2010, which ore 
accounted for os folr vdoo hedges, The umeo!ized hedged loss is offset by !he $8 ro~bon {2009- $11 million! onreohzed gain on the re!nled fixed-tofua!lng 
inteJ·est rote !>Wop ogrl$em$111S. 

Short-term deb! represents promissory notes pvrsuont io the Compony's Commercio! Paper Program. The notes ore denominated ln 
Canadian dollars with varying maturities not exceeding 365 days. In 20 l 0, the notes had a weighted average Jnleresf role 

ol0.05%. 

Hydro One has a $1 ,250 million commllted and unu~ revotving stondby credit facility with o syndicate of bonks maturing in June 
20 13. If used, interest an the facility would apply bosed on Canadian benchmark rates. This credit facility supports the Company's 
Commercia! Paper Program. In addition, the Company holds $250 million of Province of Ontorio Floating Rote Notes. 

The Company issues notes for long-term financing under the Medium-Term Note (MTN) Program. The maximum authorized principal 
amount of medium·lerm notes issvob!e under this program is $3,000 m!Ulon, of which $1,250 million was remolning and available 
as a! December 31,2010. 

The long-term debt is unsecured and denominated in Canadian dollars. Such debt is summarized by the nvmber of yeors lo maturity 
in Note 10. 
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10. CARRYING AND FAIR VALUE OF FINANCIAL IIIISTI!UMENTS AND RISK MANAGEMENT 

The carrying value of financial inslruments as at December 31, 2010 is as follows: 

(Conodion do/loiS in millions/ 

FinanQal Assets 
Cosh 
Accounts receivable 

Short-term investments 

long·term investment 

Other assets 

Financial Liabilltios 
Accounts payable ond 

accrued charges 1 

ton erm debt 

Derivatives 
Us<x!for 
Hedging 

8 

Ollter 
FinantiQI 

!n$1rumtmts 
Us<x! for 
He<lging 

758 

Held-for
Trading 

33 

139 
249 

1 Acw:mts payable and ocxroed chorges do not Jnch;de income taxes poyob!e or dividen<ls poyoble. 

Loans and 
RW>ivables 

911 

Ollter Finondol 
liabiR~es 

861 
7020 

The carrying amounts of aU finarida! instruments, except long-lerm debt, approximate fair value, The fair value of derivative financial 

inslruments reflects the estimated amount that the Company, if required to settle an outstanding contract, would have been required 

to pay or would be enlitled lo receive at year end. The fair value of long·term deb!, provided in the table below, is based on 
unadjusted year-end market prlces for the some or slmi'!or debt of the some remaining maturities. The falr vol1.1e measurement of long~ 
term debt Is categorized as level 1 as the inpufs used reflect quoted prices in an active market 

December 31 (Canadian dollars in millions) 

long-term debt' 

Carrying 
Value 
7,775 

2010 
Fair 

Value 
6,555 

Currying 
Value 

6,875 

2009 
Folr 

Value 
7,302 

1 The oorrying vo!oe- of lOflg-term deb! represents the par value of the nole$ and debentures, o!her tl-.o:n !he MTN Series 14. No!e and $500 million of the 
MTN Series 19 Note, whlch are desigooted os ~rt· of h¢dg1ng rekrlianshlp$. 

Exposure fo market rtsk, credit risk and liquidity rtsk arise$ in the normal course of the Company's business. 

Market Risk 
Market risk refers primarily to the risk of loss that resulis from changes in commodity prices, foreign exchange totes ond inlerest 

roles. The Company does not hove commodlty r!sk. The Company does hove foreign exchange risk as 1t enters ln!o agreements 

to purchase materials and eqi.Jipment aswdofed with the Company's capitol programs and projects that ore seiiled in fore:ign 

currencies. This foreign exchange risk is not material, although the Company could in the future decide to issue foreign currency 

denominated debt which would be hedged bock to Cunodian dollars consistent with Hydro One's risk management policy. Hydro 
One is exposed to fluc!uafions in interest roles as the regulated role of retum for the Company's Distribution and Transmission 

Busln~sses is derived using o formulolc· opprooch which is based on the forecast for long-term Government of Canada bond yields 
and the spread in 30year "A"-roted Canadian utility bonds over the 30yeor benchmark Government of Cunada bond yield. The 
Company estimates that a 1% decrease in the forecaated longierm Governmenl- of Canada bond yield or !he: "A,. -roted Canodion 

utility spreod used in determinfng the Company's rote of return would reduce· its. Transmission Bu.siness' resu!ls of operations by 
approximately $16 mi!lion and fls- Distribution Business' results of operations by approximately $1 0 million. 
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Credit Risk 
financial assets create credit risk that a counter-parly will fail to discharge an obligation, causing a financial loss. As at December 

31, 2010, there were no stgniflcanf concentrations of credit risk with respecl to any class of financial assets. The Company's revenue 

is earned from a broad base of customers. As o re:>u!t, Hydro One did no! earn a significant amount of revenue from any individual 

customer. h at December 31 , 20 l 0, there were no significant balances of occounls receivable due from any single customer. 

In ihe year, the Compony's provision for bod debts remained unchanged of $25 million 12009 • $25 million). Minor adiustments 
and wrife-offs were determined on the bosis of o review of overdue occounls, takJng into consideration historical experience. As ol 

December 31, 2010, opproximolely 3% of !he Compony's accounts receivable were aged more than 60 days. 

Hydro One manages lis covnter~porty credit risk lhrowgh various techniqwes including entering into transad!-ens with highly-rated 
counter-parties; limiiing total exposure leveb with individual coun!EW"portles consistent with the Company's Boord-approved Credif Risk 
Policy; entering into master agreements which enable net seHiemenf and the confradual right of offset; and montforing the financial 

condillon of covnter-por!ies. The Company's credit risk for accounts recelvoble is limited to ihe carrying omovnt on the Consolidated 
Bolonr;e Sheet 

The Comp::1ny uses derivative financial instruments to manage Interest rote risk. Hydro One may enter into derivative agreements such 

as forward-starting pay fixed-interest rate swap agreements to hedge against the effed of future interest rOte movemenis on long-term 

fixed rate borrowing requirements. No such agreements were outstanding as at December 31, 201 0. 

Derivalive financial instruments result in exposure to credJI risk since there i:> o risk of counterparty default. As at December 31, 
2010, the derivative- fhSffuments held by Hydro One include a $250 million fixed-to-floating interest rate swap agreement to convert

the 4.08% coupon note maturing March 3, 2011 into a three-month variable rate debt and tvvo $250 million fixed-to-Uoating 

interest rate swap agreements to convert $500 million of the 3.13% coupon note maturing November 19, 2014 fnto a three-month 

variable rote debt. The CO!.,inler-party credit risk ~posure on the fair va1~.,~e d the three interest rote swap cantract.s is $11 million os of 
December 31, 2010. 

Liquidity Risk 
liquidity risk refers to the Company's ability lo meet Us financial obligations as they come due. ShorHerm liquidity is provided 

through cosh and cosh equivalents on hand, funds from operations, the Company's Commercia! Paper Program, 1.mder which if h> 

ovthorized fo issue up to $1,000 mrllion in short-term notes wl!h o term lo mo!urlfy of less than 365 days, our revolving credit facility 

and through our holdings of Province of Ontorio Floating Rote Note.$. The Commercial Paper Program is supported by a told of 
$1 ,500 million in liquidity facilities comprised of a $1 ,250 million committed revolving credit facility with a syndicate of bonks 
maturing June 1 , 201 3 and the holding of $250 million of Province of Ontario Floating Rote Notes. The short-term liquidity onder 
!his program and anticipated levels of funds from operations should be sufficient io fund our norma! operating requirements. 

As at December 31, 20 l 0, accounts poyable and accrued charges in the amount of $861 million ore expected to be settled in 
cash of their corrying amounts within the next yeor. long-term debt maturing over the next twelve months is $500 mf!lion. Interest 

payments over the nexl 12 months on the Company's outstanding !ong·ferm debt amount to $405 million. 

As oi December 31, 2010, Hydro One has issued long-term debt in !he amount of $7,775 million and the Cornpony is required 
fo make interest poyments in the amount of $6,599 million. Princlpol outstanding, interest poyments and related weighted overage 

ln1erest rofes. are Sl.lmmorized by the number of years to motvrity in the following toble, 
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Yeors to Mo!urily 
1 year 
2 years 

3 years 
4 years 

5 ears 

6-10years 
Over 10 ear> 

11. CAPITAL MANAGEMENT 

Principal Outstanding on 

Notes and Debentures 

{Conadion do/lors in millions} 
500 
600 
600 
750 
250 

2,700 
1,350 
3,725 
7,775 

NOTES TO CONSOUDATED FINANC!At STATEMENTS 

Jnterest Payme-nts 
{Canadian doflors in millions/ 

405 
383 
349 
319 
295 

1,751 
1,246 
3,602 
6,599 

Weighted Average 
Interest Rote 

(Peroenl) 
5.2 
5.8 
5.0 
3.1 

3.0 
4.5 
4.8 
6.0 
5.3 

The Company's ob[eclives wilh respect to as copitol structure ore to maintain effective access to capital on o long-term basis of 
reasonable rates, and to deliver appropriate financial returns. fn order to ensure ongoing effective access to capitaf, the Company 

forgets to maintain on ~A" category long-term credit rating. 

The Company considers its coplfol strucltJre to consist of shareholder's equi!y, shorl-lerm notes poyoble, tong-term debt and cosh and 

cash ecuivolents. The Company's capitol structure os ot December 31, 2010 and December 31, 2009 was as follows: 

(Canadian dolbrs in millions/ 2010 
Short-term notes. payable 

tong·term debt payable within one year 500 
less: Cosh and ca~h ~uivolents 33 

467 

Lon -term debt 7,278 

Preferred Shores 323 
Common Shores 3,314 
Retained Eomln s 2,354 

5,991 
Totol Capitol 13,736 

For the purposes of this table and the Consolidated Stotements of Cosh FI.OW$, "cash ond cosh equivalents" refers to the 

Consolidated Bolance Sheet Items llcash"' and "bonk indebtedness." 

2009 
55 

600 
126) 

681 

6,281 

323 
3,314 
1,791 
5,428 

12,390 

The Com pony has customory covenants lypic::ally assocloted with long-term debt Among olher things, Hydro One's !ong"ferm debt 

and credit foci lily covenants limit lhe permissible debt lo 75% of' the Company's total copitol!zation, limit the ability to sell assets and 

Impose a negative pledge provision, StJb[ecl to customary exceptions. At December 31, 2010, Hydro One is in compllonce with all 

of these covenants ond limitations. 
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12, EMPLOYEE FUTURE BENEFITS 
Hydro One has a contributory deffned benefit pension plan covering all regular employees of Hydro One ond 1fs subsidiaries, 

except Hydro One Brompton. Employees of Hydro One Brompton palildpote in the Ontario Mvntcipol Employees Retlrement System 

(OMERS), o multi-employer public sector pension fvnd. Current contributions by Hydro One Brompton ore approximately $1 million 
annually, 

PLan Asset Mix 
Hydro One's pension pion osset mix ot December 31 , 20 l 0 and 2009 wos as follows: 

December31 
Equity securities 
Debt secvrmes 
Other 

Supplemontorv Information 

% of Plan .A.ssets 
2010 2009 
63.5 63.3 
30.7 32.9 
5.8 3.8 

100.0 100.0 

The Hydro One pension pion holds $14 million ol Hydro One Inc. corporate bondsl2009- $9 million I and holds debt securi!ie; of 
the Province of $70 million at December 31, 2010 12009- $88 millionj. 

The Company's pension plan provj.des benefits bosed on highest thr~yeor average pensionable earnings. For new management 

emploYees who commenced employment on or ofter January 1, 2004, and for new Sociely of Energy Professlo-;ds hired after 

November 17, 2005, benefits are based on highest five-year average pensionable earnings. After retirement, pensions are indexed 

to inflation. The measurement elate used lo determine plan assef5 ond the accrued benefit obligation is December 31. Based on the 
actuarial valuation filed with the financial Services Commission of Ontario [fSCO} in September 20 l 0, effective for December 31, 
2009, the Company con!ribvted $193 million to its ponsion pion in r<*pec! of 2010 12009- $112 million), $145 million of which 
is required to satisfy minimum fvndtng reqvirements. The Company mode on additional poyment of $4.8 million in December 2010. 

Contributions are payable one month in arrear.$.. AH of the contrlbvti'ons ore expected to be in the form of cash. Contributions ofter 

20 12 will be based on on odvoriol voluoiion effective December 3 I , 2012 ond will depond on future investment retvrns, ond 
changes in benefits or actuarial assumptions. 

Total cosh payments for employee future benefits mode in 201 0, consisting of cash contributed by the Company to its funded pension 

plan and cosh payments directly fo beneficiaries for Its unfunded other benefit plans, was $233 million {2009 · $155 mJ!Iionj. 
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Employee future Benefits 
Pension other than Pension 

Yeor ended December 31 (Canadian dollars in millions} :2()10 2009 2010 2009 
Change in accrued. bene6t obligation 
Accrued benefit obligatfon, january 1 4,566 4,007 1,004 874 
Current service· cost 94 73 24 19 
Interest cast 294 286 65 63 
Reclprocol tronsfers 4 
Benefits paid 12621 12701 142} 1431 
Net aduoria! lass (gain) 300 470 127 91 
Accrued benefit obligation, December 31 4,996 4,566 1,178 1,004 

Chafllle in plan assel> 
Fai'r value of plan assets, January l 4,336 3,836 
Actt;ol retum on pion assets 421 642 
Reciprocal transfers 4 6 
Senefi~ paid 1262} 12701 
Employer's conlributions1 191 112 
Employees' contribotions 24 21 
Admin1slralive expenses 115) 1111 
Fair vall)e of plan OS$els, December 31 4,699 4,336 

Funded stotus 
Unfunded benefit obhgation 1297) 12301 11,178) 11,0041 
Unamortized net actuord losses lgains) 746 640 144 10 
Unamortlzed P?SI service cosls 11 14 II 14 
Deferred pension asset {accrued beneflt liability) 460 424 11,0231 19801 
less: Current ortion 43 40 
Deferred pension asset (long-term fiobi!ityj 460 424 1980) 19401 

1 lrt jamrory 2011, 1h$ Compony mode a contrib!;1iGO of $13 million in respect of 2010 !20 10 • $1 0 miJ1ion fn respec! of 2009)-, 
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Employee Fulure Benefits 
Pension Other Than Pension 

Year ended December 31 (Canadian dollars in millions) 2010 2009 2010 2009 
Comp.Qnents of net periodic benefit cost 
Current service cost, nel of emp!oyee contributions 70 52 24 19 
Interest cost 294 286 45 63 
Actual return on p!on assets net of expen~ (.404) 1631) 
Acluoriolloss (go in) 300 470 127 91 
Other {l) Ill 
Costs arising in lho period 257 176 216 173 
Differences bei'Ween costs arising in the period and 

co.sts recognized !n the period in respect of: 
Retum on pion ossels 129 359 
Acluoriol(goinjlo, (236) 14101 (134) {101) 
P1on amendments 4 4 4 4 

Net periodic benefit cost 154 129 86 76 
Charged to rm;u!ts of operations2 134 68 51 46 

Effo<t ol o 1% in<reose in h~llh <Ore «1$1 !rends on: 
Accrued benefit obligation, December 31 185 141 
Service cost ond interest cost 15 13 

Effect of o I% decrease in hoollh <Ore cost trend• om 
Accrued benefit obligation, December 31 1146) (1 131 
Service cost ond interest cost (12) 1101 

Significant assumptions 
for net periodic benefil cost 

Expected rote of retvrn on plan assets 6.50% 7.25% 
Weighted overoge discovnt rate 6.50% 7.25% 6.50% 7.25% 
Rote of compensation scale escoloiion {without merit) 2.50% 2.75% 2.50% 2.75% 
Rote of cost of living lncteose 2.00% 2.00% 2.00% 2.00% 
Average remaining $ervlce life of 

employees (years) 10 10 11 11 
Rote of increase ln health care cost trend3 4.81% 4.81 ?; 

for accrued benefil obligolion, December 3 1 : 
Weighted overage discount rote S.75% 6.50% 5.75% 6.50% 
Rote of compensation scole escalation lwlthout meril) 2.50"4> 2.50% 2.50"4> 2.50% 
Rote of CO$f d living increase 2.00"4> 2.00% 2.00"4> 2.00% 
Rote of increase in health core cost trencf4 4.86% 4.81% 

:< The Compony follows the cosh bo~!s of OCCCimtlng. ~tiog 2010, pension costs of $191 mtltkln {2009 • $1 13 m~l!oo) were otlributed to labour, of which 

$134 million {2009 · $68 mi!hooj was charged to ope;otlons and $57 mllhon {200Q- $45 million) was capitalized as p:~rt of the cost of hxed assets. 

l 8.57%. in 2010 grading down to 4.81% pe( annvm in and atlar 2029 (2009- 8.8 l% in 2009 grodlng dO\'.'!! to 4.81% per onnum in o:nd afte~ 2029). 

4 8,31% in 2011 grading down to A .• $6% pet onm.1m ln and olter 2:029 (2009- 8.57% in 2010 grading dov.n to 4,81% per onn1,.1tn in ond o.fler 20:29). 
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13. ENVIRONMENTAL LIABILITIES 
Polychlorinated land As$essmenl 

Biphenyls end Remediation 

December 31 (Canadian dollars in millions) lPCBI (IARI Total 
2010 
Opening balance, January 1 262 65 327 
Interest accretion 13 2 15 
Expendit1,.1res {9) {8) {17) 
Revolootion adjustment {15} {1} (16} 
Ending balonce, December 31 251 58 309 
less: Current ~rtion {15) {7) (22) 

236 51 287 

2009 
Opening balance, January 1 225 28 253 
Interest accretion 12 1 13 
Expendilures (4) 151 191 
Revaluation ad'vstment 29 41 70 
Ending balonce, December 31 262 65 327 
less: Current rtlon 14 [101 124) 

248 55 303 

Estimated future envi'ronmenfa! expendilures for eoch of !he five years svbsequeni to December 31 , 201 0 and in Iota! !hereafter ore 

asfollows: 2011 - $22 million; 2012- $23 million; 2013- $34 million; 2014- $40 million; 2015- $33 million and thereafter
$217 million. Of the total estimated future expendllvres, $308 million relate to PCB 12009- $320 million) and $61 million to IAR 
12009- $69 million). 

Cons!ste-nt with its accol)nting policy for environmental cos!s-, Hydro On-e records a liability for the estimoied future expenditu-res 

ossoc:Iated with the removof and destrvdlon of PCB-contomlooted in!i:ulatlng oils- ond re!oted electrical equipment and for the 
osoo-.:s-sment and remediotion of chemico!ly-contaminated lands. The Company's recorde-d liabil!ty ls. bosed on management's best 
esti:male of !he. present va!tJe of the futwre expenditures expected to be requlred lo comply with existing regulations. 

There ore uncerlolntfes in estimating fulure envfronmenlal costs due; to potenlio! external even!s such as changes in !egis!o!fon or 
regulottons and advances in remediation technologies. AU factors used in estimating the Company's environmental liabilities represent 

management's best estimates of the present value cost required to meet exl:sting tegtslollon or regulations. However, 11 is reasonably 
possible !hat numbe-rs or volumes of coniominoted assets, cost estimates lo perform work, inflation assumpti.ons and the assumed 

pattern of annool cash Hows may differ significantly from the Company's current assumptions, In addition, for the PCB program, the 

avoi!obillty of cri!icol resources such as skiHed !abol!r ond replacemenl osse!s and the obiliiy lo toke maintenance outages in cri.ticol 

fodlmes may influence lhe timing of expenditures, Estimated environmental liabilities are reviewed annually or more frequently if 
significant changes in regulation or o!her relevant factors occ.uc Estimate changes ore accounted for prospectively 

In determining !he amounts to be recorded as environmental !rabiiittes, the Compony estimates the o.lffen1· cost of completing required 

work and makes assumptions as to when the future expenditures will ach.tafly be incurred, in order to generate future cash flow 

information. A long-term inflation assumption of opproxlmate!y 2% has been used to express these current cost est! males as esti'moled 

futt.Jre expenditu-res. Future environmental expendiltJres hove bee-n discounted using factors ranglng from 3.75% to 6.25%, depending 

on the appropriate rate for the period when increases in the obligations were first recorded. 

PCSs 
On September 17, 2008, Environment Canada published ils final regula!ions governing the manogement, storage and disposal of 
PCBs. These regu!o!ions were enacted under the Conodion Environmental Protection Act, 1999. The regulalions impose time!ines 

for disposal oF PCBs based on criteria induding type of equipment, in·vse stoh;s and PC!kontominol'ion thresholds. All PCBs in 
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concenlrofions of 500 paris per million (ppm) or more, excepl for specified equipment, had fa be disposed of by the end of 2009. 

However, in 2009, Hydro One sought and received on extension until 2014 for the removal of PCBs from certoi'n station eqvlpment 
that could potentially be conlominoled in excess of thls threshok:l. Under the regulations, PCBs in equipment in concentroflon.s greoter 
than 50 ppm ond !ess thon 500 ppm, or greater than 50 ppm for pole-top transformers, pole-top aiJxiliary electrical eqvlpment and 
light bollasls mu.t be disposed of by the end of 2025, 

Management !udges that the Compony currently has very few PC&contaminoted assets ln ·excess of 500 ppm. Priority will be given 
to torgef!ng inspection and Jesting work toward identifying and removing PCBs in assets that ml.ls! be compliant by 2014. Assets to 
be disposed of by 2025 primarily consist of pole-mounted distribution line transformers and light bo!losts. Contaminated distribution 
and transmission station equipment wlU generally be replaced or will be decontaminated by removing PCB-contaminoted insulating 
oil and retrofi!!ing with replacement oil that is less than 2 ppm. 

Management's best es!lmate of the tolol estimoled future expenditures to comply with PCB regulations is about $308 million. These 
expenditures ore expected to be incurred over the period from 2011 to 2025. As a result of its most recent cost eslimote to comply 
with existing PCB regulations, the Com pony reduced its December 31, 2010 PCB liability by approximately $15 million compored 
to September 30, 2010, 

LAR 
As part of its annual review of environmental lfabi!tt!es, the Company also reviewed its liabi!lty for lAR. As a result of this review, 
the Compony reduced its December 31, 2010 liability by approximately $1 million compored 1\:> September 30, 2010, The 
Comparry's best estimate of the total future expenditures to comp!ele its lAR program is about $61 million. 

11o. ASSET RETIREMENT OBLIGATIONS 
Consistent wilh the Company's occounllng policy for asset retirement obligations, Hydro One records a !iobili!y for the present value 
of the estimated future expenditures associated with the reliremenf of tangible long-lived assets that the Company ts lego!ty required 
to remove. A corresponding amount is recorded as on asset retirement cost that is copltolized as port of' the carrying amount of the 
related fixed asset. 

There ore uncertoin!ies in estimating future expenditures d1..1e to potential extemo! events wch as changing legislation or regulations 
and advances in remediotlon technologies. AI! factors vsed in estlmoling the Company's asset retirement obligations represent 
management's best estimates of the costs required to meet existing !egts!allon or regulot1ons. However, lt ls reasonably possible that 
numbers or volumes of contaminated assets, cost esl!moles to perform work, inflaf!on assumptions and the assumed pattern of annual 
cash flows may differ significantly from the Company's current assumptions. Asset retirement obligations are reviewed annually or 
more frequently if significant changes In regulation or other relevant factors occur: Estimate changes are accounted for prospectively. 

In determining the amovnts to be recorded as asset retirement obligations, the Company estlmales !he current foir value for 
comple!ing required removal and remediation work and makes OS$Umplions as to when the fuhJre· expenditures will actually be 
incurred, fn order to generate future cash How information. A long-term inflation assumption of approximately 2% has been used to 
express these current cos:! estimates as estimated future expenditores. Fo!ure expendltures hove been discounted using factors ranging 
from approximately 3% to 5%, depending on the appropriate rote for the period when expenditvres are expecled to be incurred. 

Hydro One has recorded o !iablli!y for the es1imaled fvtvre expenditvres associated with the removal and disposal of asbestos~ 
conlaining moteriots lnstoUed in some of its focil!lies. The Company's !~ability ts based on management's best estirnole of the present 
value of the estimated fulure expenditures to comply with existing regulations. Durlng the year, the Company completed a study with 
the old of an expert external consultant lo estimate the full.lre expenditures reqvired to remove osbe.sfos prior lo facility demohtion. The 
Com pony has recorded a $7 million liabilily in respect of this obligofion as at December 31, 201 0 based on the nel present value 
of the Company's ~~estimate of the total future expenditures of $18 million to complete its asbestos removal ocHvilies. 

Hydro One has o!so recorded o $4 million asset retirement obligation related to the decommissioning and removal of its switching 
station !ocoled at Ontorlo Power Generation's Ab!tibi Canyon Generating Stollon, 
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15. SHARE CAPITAL 

Common and Preferred Shares 
On Mor<:h 31, 2000, the Company iswed to the Province 12,920,000 5.5% cumulative preferred shares with o redemption value 
of $25.00 per shore, and 99,990 common shores, bringing the toto! number of owlsfandfng common shores to 100,000. The 
Company ts authorized lo issue an unllmited number of preferred and common shares. 

The preferred shares are entitled to on annual cumtJiot!ve dfvidend of $18 mll!ion, which is poyable on a qoorterly bosis. The 
preferred shores ore redeemable o! the option of the Province at a price of $25 per shore, representing the stated value, plus 
any accrued and unpoid dividends if the Province sells a number of the common shores which it owns to the pub!rc such that the 
Province's holdings ore reduced to less than 50% of the common shares of the Company. Hydro One may elect, without condition, 
to poy aU or port of this redemption price by isst.Jing odditlonol common shores lo the Province. If the Province does not exercise 
its redemption right, the Company would hove the ability to adjust the dividend on the pref~med shores to produce a yield !hot ls 
0.50% less than the then-cvrrent dividend market yield for similarly rated preferred shores, The preferred shores do not carry voling 
rights, except in limited circumstances, and would rank in priority over the common shores upon liqu.idcrtlon. 

Dividends 
Common dividends are declared at the- sole discre!lon of the Hydro One Boord of Directors, ond ore recommended by management 
based on results of operations, maintenance of the deemed regulatory capltal structure, financial condition, cosh requirements and 

other re!evonl· factors such as tndustry prodlce and shareholder expectations. 

In 2010, preferred dividends in lhe amount of $18 million [2009 · $18 million) ond common d;-.;dends in the amount of $1 0 
million [2009 · $170 milli011) were declared. 

Earnings per Share 
Earnings per shore is calculated os net income during the yeor, after cumulative preferred dividends, divided by the weighted 

overage number of common shares outsl'anding during the year. 

16. RELATED PARTY TRANSACTIONS 
The Province, OEFC, IESO, Ontario Power Avlhority (OPAl and Ontario Power Generation Inc [OPGI ore related parties of Hydro 
One. In addmon the OEB is related to the Company by virtve of its status as a Provincia! Crown Corporoiion. Tronsaclions between 
the.se parties and Hydro One were os follows: 

Hydro One received revenve for transmission services from IE$0, bo~ on uniform transmission rates approved by the OEB. 
TronsmfsS:lon revenue for 2010 lndudes $1,277 milllon (2009- $1,121 million} related to these services. Hydro One receives 
omountsfor rural rote protection bm the IESO. Distribution revenue for 2010 includes $127 million [2009 · $127 mtllionl related 

to this. program. Hydro One also received revenue refoled to the supply of electricity lo remote northern commvnities from the !ESO. 
Distribution revenue for 2010 includes $2S million [2009 · $31 million! related to these services. 

In 2010, Hydro One purchased power in the omountol $2,361 million [2009· $2,265 millionjlrom theiESOodministered 
electricity market, $ 19 million [2009 · $19 million! from OPG ond $13 million [2009 · $1 1 million} from OEFC. 

Under the Ontario Energy Board Act, 1998, the OEB is requlred to recover all of lis annual operating costs from gas and etedridy 
drstributors and electricity transmitters. In 2010, Hydro One incurred $11 million (2009 · $10 million! in OEB fees. 

Hydro One has service level agreemenls with the other successor corporations, These services include field, engineering, logistics 

and tel:ecommunlcottons services. Reverwes relo~d lo the provision of construdion ond equipment maintenance services lo the other 
successor corporations were $14 mil!ton {2009 • $13 million}, primarily for the Transmission Business. Operation, maintenance and 
odministroHon costs related to the purchase of services from the other successor corporations were less than $2 mi!llon in each of 

2010 ond 2009. 
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The OPA hmds svbstanfiaUy oil of our Conservation Demond Management {CDM) progroms. The funding fncludes program costs, 
inoennves, monogemenl f.,. ond bonuses. In 2010, Hydro One roceived $36 million from the OPA in resped of !he CDM 
programs 12009 · $23 million) and hod o nef occounfs receivable of $1 million in ba!h 2010 and 2009. 

The provision for payment$ in lieu of corporate income !axes, property taxes and capitol taxes wos paid or payable to the OEFC 
and dividends were poid or payoble to the Province. 

The omovnts due to and from rdoted po.rt1es os a resuh of the transoctions referred lo above ore as follows: 

December 31 {Canadian dollars in miilions} 2010 2009 
Accounts receivable 111 108 
Accounfs eoyobte and accrued charges (2!13) 1254) 

!nduded in accounts poyoble and accrued charges are amounts owing to the !ESO in respecl of power purchases of $222 miUion 
12009 • $211 million). 

17. CONSOLIOATED STATEMENTS OF CASH FLOW$ 
For !he purposes of the Consolidated Statements of Cosh Flows, "cosh ond cosh equivolent.s" refers to the Consolldoled Bolonce 
Sheet items ucosh", NshorHerm Investments" and ~bonk indebtedness." The changes in nofrCOsh balances related to operations 

consist of the following: 

Yeor ended December 31 {Canadian dollars in millions} 
Accounts rece·tvoble increase 
Materials and supplies increase 
Accounts poyob!e and accrued charges increose 
Accrued interest increase 
long-term accounts payable and other liabliJHes (decreose) increase 
Employee future benefits other than pension increase 

Supplemenl<lry inlonnation: 
Interest id 
Poymenls ln !Jeu of corporote income taxes 

18. CONTINGENCIES 

Legal Proeeedings 

2010 
(68) 

87 
10 
(3) 

40 

77 

409 
48 

2009 
189) 

121 

10 
4 

32 

138) 

361 
77 

Hydro One is involved in vorlovs lawsuits, claims and regulatory proceedings in the normal course of business. ln the opinion of 
management, the outcome of such molters will not have a material adverse effect on the Company's consolidated financial position, 
resuhs of opera!ions or cash flows. 

On Mof\:h 29, 1999, the Whitesond first Notion Band commenced on oct ian in the Ontario Superior Court of justice, naming as 

defendants !he Province, the Altorney General of Canada, Onlarlo Hydro, OEFC, OPG and our Compcny. On May 24, 2001, !he 
Whltesond First Nolion Bond Issued on almost identical dolm against the same parties. The Red Rock First Nation Bond commenced 

a similar daim on September 7, 200 l against the some porties. !n 2004, the various daims were conso!ida!ed. The.<;>e actions 
sought declaratory relief, injunctive relief and damages in an unspecified amount. The claims arose out of flooding actlvilies of 
Ontario Hydro and the alleged effects of flooding on lands in which the two first Nations claim an interest. Jn May 2009, all parties 

entered into on agreement to dismiss all actions against Hydro One on a without costs basis. On July 27, 2010, by cot..rrt order, the 
conso!idaled odion and the cross datm of the Attorney Genefol of Canada agolnst Hydro One were dismissed wilhout costs. 
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Transfer<>/ Assets 
The transfer orders by whfch we acquired certorn of Ontario Hydro's businesses as of April l , 1999 dtd not transfer mle to some 
assets located on lands held for bands or bodies of Indians onder the lndion Ad {Canada). Corrently, OEFC holds these assets. 
Under the terms of the transfer orders, we ore required lo monoge- these assets onlil we hove obta!ned all con;;ents necessary to 
complete the transfer of mte of these ossels to tJS. We cannot predk.:t the aggregate amount that we may hove· to poy, either on an 
annuot or one-lime basi's, to obtain the required consents. However, we onllcipate having to pay more than the $761,500 that 

we paid to lhes-e Indian bonds and bodies in 2010. lf we cannot obtoin consents- from the Indian bands ond bodies, OEFC will 

continue to hold these assets for an indefinite period of time. lf we cannot reach a satisfactory setilement, we moy have to relocate 

these osret.s from the Indian londs·ro other locations ot a cost that could be substanffal or, in a limited number of cases, to abandon a 

line ond replace it with diese1"9enerotion focf!ities. The casts relotlng to these assets could hove o materia! adverse effect on our net 

income if we- ore not able lo recover them in future rote orders. 

19. COMMITMENTS 

Agreement with lnergi 
Effective March 1, 2002, lnergi lP llnergi) [o wholly owned subsidiary of Cop Gemini Canada Inc.) began providing servioes lo 
Hydro One. On N\oy 1, 2010, consisient with the terms of the contract, the Company extended the Mosler Services Agreement 

with lnergi foro fvrther lhree-yeor period to expire on Februof)' 28, 2015. As a result of this agreement, Hydro One receives from 

lnergi o range of services induding business processing and information technology outsourc;:ing s-ervices, as well os core system 

support relat-ed primarily to SAP implementation ond optimization. lnergi billing for these services hos ranged betwee-n $93 million 

and $130 mtllion per year and is subiect lo external benchmarKing every three years !o ensure Hydro One is. receiving a defined 

competitive and continuously improved price. !n connectlon wHh this agreement, on March 1, 2002 the Company transferred 

opproxlmotely 900 employees lo lnergi, including obaol 130 non<egvlor employees. 

The annual commitments under the agreement in each of the ftve years subsequent to December 31 , 201 0, and in total thereafter 

areas follows: 2011 ·$143 million; 2012· $139 million; 2013 • $135 million; 2014 · $130 million; 2015· $22 million; and 
thereo&er ·$nil. The agreement expires on Febrvary 28, 2015. 

Prudontial Support 
Purcho.sers of electricity in Ontar!o, throogh the lESO, are requfred to provide s-ecurity to mitigate the risk of thei'r defou!t based on 

their expected activity in !he market. As a! December 31, 20 I 0 and December 31, 2009, !he Company provided prodenliol 
support lo !he IESO on behalf of Hydro One N<llwarks and Hydro One Brompton using only parental goorontees of $325 million. 
Prudential sopport ot December 31 , 201 0 and December 31 , 2009 was also provided on behalf of two distributors using 
guarantees of $660 thousand. The !ESO could draw on these goorantees if these Svbsidiories or distributors foil to moke o payment 

required by a default nolice issued by the IESO. The maximum potential payment is the face valve of orry bonk letters- of credit 

plus the nomfnol omovnt of !he corporate guarantee. tf Hydro One's highes-t long-term credit rating deteriorated to below the "'Ao" 

category, the Company would be required 1o resvme providing !etters of credit os- prudential support 

Retirement Comp(rnsaticm Arrangements 
Bonk fetters of credit have been issued to provide security for the Company's: 11obiHiy under the terms of a trust fund established 
pursuant to the supplementary pension pion for the employees of Hydro One and ils subsidiaries. The trustee is required 1o draw 
upon the letters of credit if Hydro One is ln default of its ob!igotfons under !he terms of this plan. Such obligations include the 

requirement to provide the trustee with an annual actuarial report as we!! as letters of credit sufficient to secure the Company's 

liability under the plan, lo pay benefits payable under the plan and to pay the letter of credit fee_ The maximum potenlial payment 

is the face vol"e oflhe bank leiters of credit. As a! December 31, 2010, Hydro One hod bonk leHers of credit of $1 13 million 
i2009- $1 07 million} outstanding relating to retirement compensotron arrangements. 

Operating Leases 
The fulure mfn!mum lease payments under operating leases for each of the frve yeors subsequent to December 31, 2010, and fn 

tolol thereo&er ore as follows: 2011 · $5 million; 2012 · $8 million; 2013 · $6 million; 2014 · $7 million; 2015 • $2 million; and 
thereoher · $25 million. 
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NOTES TO CONSOliDATED F1NANCIA1 STATEMENTS 

20, SEGMENT REPORTING 
Hydro One hos ihree reportoble segmenls: 

• The Transmission Business, which comprises the core business of providfng fransporta!lon and connection services, is 

responsible for transmitting electricity throughout the Ontario electricity grid; 
• The D!'stributlon Business, which comprises the core business of delivering and seJlfng eleclricify to customers; and 

• The "other" segment, !he opero!ions of which primori~ consist of those of !he te!ecarrimunlcations business. 

The designation of .segments ls bosec;l on a comblnotion of regu!olory status and the nature of the pro:lvcts and services provided, 
The accounHng fX)ficies followed by the segments are the some as those described ln the summary of significant accounting policies 

(see Note 2). Segment Information on the above basis is os fdlows: 

Year ended December 31 (Conodion dollars in mr!lions} Transmission Distribution Oher Consohdo!ed 
2010 
Segment profit 

Revenues 1,307 3,754 63 5,124 
Purchased power 2,474 :2,474 
Operation, maintenance and odminlsfrotion 416 60:2 60 1,078 
DeQreciolion and omort!zotfon :273 300 10 583 
Income (loss) OOfore financing charges and provision 

for payments in !ieu of corporate income fax~ 618 378 {7} 989 
F!noncln char es 34:2 

Income before provision for fX'Yill""" in lieu of 
(()f'J)Of'Qfe: income taxes 647 

Copilol expenditures 936 629 5 1,570 

Yeor ended December 31 (Conodion dollors in millions} Transmission Distribution Other Consolidated 
2009 
Segment profit 
Revenues 1,147 3,534 63 4,744 
PIJrchased power 2,326 2,326 
Operation, maintenance and odmtnistrolion 438 564 55 1,057 
Deereciaflon and amortization 240 287 10 537 
Income {loss) before financing charges and provision for 

payments in lteu of corporate income taxes 469 357 121 824 
Financin char es 308 
Income before provision for poymonl> in lieu of 

corporate income ta.xes 516 
Copilol expenditures 918 643 5 1,566 

December 31 {Canadian dollars in miflions} 2010 2009 
Totolossel> 
Tronsmfssion 9,805 8,993 
Dlstrlbutlon 6,908 6,481 

17,322 15,635 

All revenues, costs and asset~, as the case may be, ore earned, incurred or held in Conoda, 

82 HYDRO ON£ ANNUAl REPORT 2010 



NOTES TO CONSOUDATW flNANCIAt STATEMENTS 

:n. SUBSEqUENT EVENTS 

On February 2, 201 l, the Power Workers' Union {PWUJ requested that the Ministry of Labour appoint a Conciliation Officef to 

assist 1-!ydro One and the PWU in finalizing a new collective agreement. Negotiations on the new agreement began on January l 0, 

2011. 

On January 24, 20 ll, Hydro One issued notes under the Company's MTN Program. The issue consisted of $50 m!lhon flooHng-rate 

notes with o mafurily dote of July 24, 2015. 

On January l9, 2011, Hydro One issued $250 million in notes under the Compony's MTN Program. The 1sswe has an additional 
offering of 2. 9 5% notes maturing on September 1 l , 2015, originolfy issued on Sepiember 1 3, 20 l 0. The total amount outstanding 

for this issue is now $500 million. 

On January 19, 201 l, Hydro One entered fnto two $125 million notional principal amount fixedio1ioatlng interest role swaps to 

convert $250 miHion of Hydro One's 2.95% coupon note maturing September 11, 2015, info three-month voriab!e rote debt. 

On January 17, 201 I, the PWU mode on appeal to the Divisional Court of the Supreme Court of Conodo under the Onfarl'o 

Energy Boord Act, 1998 in regard lo the OEBs December 23, 2010 decision approving Hydro One Networks' transmission roles 
for 2011 ond 2012. The PWU submitted the oppeol on the grounds tho! the decision foiled to idennfy operations, mointenonce 
and odmlnistroHon costs !hot the OEB considers imprudent ond were therefore omitted in the cokuiotion of the approved revenue 
requirement The PWU is requesting that the OEB's determinalion regarding the revenue requirement and related role$ be set aside 

ond that the malier be remitted to a differently constituted ponel of the OEB for a new heorlng with respect to these i$-sues. The 

oppea! is not anticipated to impact upon the collection of the new 2011 tronsmisslon rates during the proceeding. The outcome of 
this appeal is not determinable of this time. 

22. COMPARATIVE FIGURES 

The comparative Conso!idaied Financial Statements have been reclassified from statements previously presented to conform to the 

presentation of the December 31, 2010 Consolidated Ftnonciol.Statements. 

!n the third qoo:rter, the: Company changed the presentolion of tax bolonces associated with certain temporory differences related 
to intangible asse.ts and other regulatory account balances, to reflect how these balances will ultimately be settled. As a result, 

the Company reclassified the tax balances associated with these temporary differences, such that the amount of fulure income tax 

ltobilit!es and the relo!t;1d net regulatory asset in lhe interim period balance sheel, and in the comporahve December 31, 2009 
balance sheel~ have been reduced by $160 million. The change in presentation has no impact on revenue or operating cash flow. 
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FIVE-YEAR SUMMARY OF FINANCIAL 
[::') c; , ..• 

''" "j 

Year ended December 31 {Canadian dollars in millions) 2010 2009 2008 2007 2006 
SIQ!ement of operations datu 
ilf)ven~JeS 

Transmission 1,307 1,147 1,212 1,242 1,245 
Distribution 3,754 3,534 3,334 3,382 3,273 
Other 63 63 51 31 27 

5,124 4,744 4,597 4,655 4,545 
Costs 
Pvrchased power 2A74 2,326 2,181 2,240 2,221 
Operation, mo!ntenonce ond 

adminlslrolion 1,078 1,057 965 995 880 
Deeraciaflon ond omortlz.oflon 583 537 548 521 515 

4,135 3,920 3,694 3,756 3,616 

Income before financing charges and. provision 
for paymenls in lieu of corporole in<:Onte taxes 989 824 903 899 929 

fi0qndng charges 342 308 292 --295 295 

Income before provision for payments in lieu 
of eorporole ineome taxes 647 516 611 604 634 

Provision for payments in !lev of corporate 
income loxes 56 46 113 205 179 

Notin<:Ome 591 470 498 399 455 
Sosie ond fully dauled O<lmings per 

common shore (Canadian dallapl 5,727 4,528 4.797 3,809 4,366 

December 37 (Canadian dollars in millions) 
Solance sheet data 
Assets 

Transmission 9,805 8,993 7,877 7,273 6,950 
Distribution 6,908 6,481 5,873 5,407 5,161 
Other 609 161 128 106 99 

Total assets 17,322 15,635 13,878 12,786 12,210 

Uabililies 
Current liabilities !including current portion 

of longierm debt) 1,540 1,655 1,300 1,452 1,194 
long-term debt 7,278 6,281 5,733 5,063 4,848 
Other !ong-lerm !tobnmes 2,523 2,281 1,721 1,385 1,347 

Shoreholdor's equity 
Shore capitol 3,637 3,637 3,637 3,637 3,637 
Retoined earnings 2,354 1,791 1,497 1,258 1,184 
Accumulated olher comerehenslve income (10) !10} 1101 191 

Totalliobllifio• ond shgreholdor's 29•i!l 17,322 15,635 13,878 12,786 12,210 
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FiVE· YEAR SUMMARY OF FINANCIAl AND OPERAT!NG STAT!Si!CS 

FIVE-YEAR SUMMARY OF FINANCIAL 
,"."' 

' .,.1" 

Year end<>d December 31 {Canadian dollars in millions) 2010 2009 2008 2007 2006 
Other financial data 
Capitol expenditures 

Transmission 936 918 704 560 402 
Distribution 629 643 570 511 417 
Other s 5 10 20 4 

Total copi'lal expendilures 1,570 1,566 1,284 1,091 823 

RatiO!i 
Net asset coveroge- on long-term debl 1 1.77 1.79 1.84 1.87 1.92 
Earnings coverage ratlo2 2.39 2.15 2.63 2.67 2.67 

Operoting •tatisti<s 
Tro-nsmlssi'on 

Units transmitted {TWh!' 142.2 !39.2 148.7 152.2 151.1 
Ontario 2(}minute system peak demand {MWJ' 25,145 24,477 24,231 25,809 27,056 
Ontario 60-minute sysiern p<;!Ok dernand {MW? 25,075 24,380 24,195 25,737 27,005 
Toto! transmission lines {circurt-kflometres} 28,951 28,924 29,039 28,915 28,600 

Distribution 
Units dis!ribu!Bd to Hydro One customers {TWh/3 29.1 28.9 29.9 30.2 29.0 
Units dis1ributed through Hydro One lines ITWW' 42.5 43.5 44.7 45.7 44.7 
Toto! distribution !ines {circuit-kilometres} 123,552 123,528 123,260 122,933 122,460 
Customers 1,345,177 1,333,920 1,325,745 1,311,714 1,293,396 

Toto! resvfor ~mplo~ees 5,717 5,427 5,032 4,602 4,295 

1 Tho$- net osset ~ge on long-1erm debt ro:hQ is cak:t,~loled os. talal oswts minus lok;d liabilities exdudtng long-term debt (indt;Cling curreni portion) divided 

by !ong-t-srm debt !induding current portion]. 

' The earnings coverage ro!io hos been calc:uloted as the sum of nel income, financing charges and provlsJDn for payments. in lieu of corporate income foxes 

divided by the s.um of floonclng ch01ges, capHo!ized tn!etest and cumu!a!ive preferred dividends. 

~ Sys.tem-relo!ed stotisllcs. include preliminary ligures f01: De:ember . 

.! Units d!s!ri~ through Hyd•o One lines. mpr¢Sen! total dislributton system req~:.~lremenJ;. ond indvde e!$c!ridty dts!ribl.lted to CCflsomers who purchosed 

f:XWVet diredly from lhe IESO. 
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BOARD OF DIRECTORS 

Board Commiflees 

Jomes Aroeff2 
Chair ollhe 
8oafd of Directors, 
Hydro One Inc. 

George Ccwke1,s,7 
President and CEO, 
The Dominion of 
Canada lnst.tronce 
Company 

Don MQcKinnonM 
President, Power 
Workers' Union 

Robert l. Poce~.v 
President ond CEO, 
The Po"' Groop Ud, 

Somi Bebawi-4 
President, 
Gerocon fn<:. 

Advisor 10 the 
President, SNC· 
lovolin Group Inc. 

loura Formosa 
President ond Chief 
Execuflve Offtcer, 
Hydro One Inc. 

Michael J. MveUer1,2-' 

Corporate Director 

GoiEt R.ubensteinZ~,!i 
Portner, 
Goodmons UP 

Kathryn A. Bouey\.-t,6 

Pre~ident, 
TBG SJ£oteglc 
Services Inc. 

Corporate Director 

Janet Hotde~.6·1 

President, 
Enbndge Go• 
Di~tribution Inc. 

Walter Mvrroy1•:p 

Corporate Dlrec!or 

Douglas E. Speers3.4,6 
Corporate Diredor 

1 AudiJ and Finance Commill$€' The Audit and Finance Committee oven:ee the integrity ol accounting polities and financial reporting, internal controls, inlema! 
audi!·, stgn!ficant corpomte risk expo5ures and Hnanclal compliance. The commiffee met eleven times In 2010. 

2 Corporole Go\le'moflce Commillee The C01poro!l;l Govemol'll;e Commlil~ ~ respon$1bte f01: ~ Bootd$ gOVt";rnonce of the- Comp:my. » recommend$ if>SI.Ie$ !o be 
d~ at ~tings of the Boord of Directors, f~ !he mondote of !he Boord ond .;:ach committee of the Boord, conducts Boald ~Is, moni!ofs ~ 
quolltyof roonagemen!'.s relo!l(mship willt the Boord cOO (~mends, wl!Qb!e nomtn~ for e!edk:m 10 !h.e &:.>ord of Direclors. The committee mel eight limes in 2010. 

s Human Resources Commilt$$ The Humo.n R<;«>urces. Commiltee [formedy lhe Human Resov1ces ond Public Policy Commitlee) is responsible br reviewing the 
approprlalsness of our currenl and future organizational structure, succession plans for corporote and divlsiono! ofhcet$, the oode d bv.slneS$ conduct the 
perlormonce and t$f0t,J!'le:roJi:on of our senior execv!ives, including r¢e¢mmending lo the Boord the remiJneratfoo ollhe President ond CEO. T~ commllle.e met 
:).even times ln 20 l 0. 

~ Busin~;tss Ttansfofmotion Commi!l~ The Busine$1> Tto~!ormatlon Committee is on odvisory commll!ee o.f lhe Bootd estob!ished to ossisl the Boord in its Ovet!\ight 
responsibility an mo.Hers related to !he Compony's cornerslone pro[ect, !he Smart Grid Qnd ContimJOW !noovotioo $t(O!egy, and the planning, devefopme:nt ond 
implementation of mojor ltonsm1sskm system or distrlbolicn pro[eds indvding proiocis OOscribed In the Corp:)ta!ion's Green Energy lmpiementq!lon Plan. 
ihe oommillee met five times in 2010. 

s R~ufot¢ty and PubliC Fblicy COmmilfee The ~gt.~k;rtory ond Public f'olicy Commiltee !Formerly !he Regulatory and Environment Comm!!teeJ monit01s the 
Company's complionce with opphcable regu!o.tory requlre~!s ond k;gislotion and is te$poo~ib!¢- br identifying, ossessiflg ond providing odvice 
to lhe Boord of Directors on pubhc affairs issue;; !hat haYe a slgnlliconf impact oo us. The comm!Hee oversees compliance programs, policies, stondo>tb and 
pl'OCedUles and reviews !he Com parry~ propowls for role opp!i<:otlons, compliance oc!lons and reports. The comml!iee met $<$VeO times in 2010. 

6 Heallh, SCJMy on<;l Efwiroflm<i/flt Commi~ The Heol!h, Sofely oOO Envilonment Committee lformer!y !he Heahh ond Sofely Committee) ~ fesp:::tnsible for 
Jevlewing occ;t,~pallanal heo!th, safety and envifonmen! po!icles, s!or.dords, ond p1ogroms <md complionoe wi!h occupotlono! heo&h, sofety ond environmen!al 
leglsla!ion, pclicles and standards, and public health and safety issues. T11e oommillee mel ftve times in 20 I 0. 

7 Investment- PeMiOfl Commillee The lnvesfmenl • Penslon Committee's primary fundion !s to assist ate Board in fulfilling ils oversight responslbili!ies in all matters 
rek:~i«!: 10 the Colporo~Qfl's Pension ?Jon indvding !he Hydro One Pension fond. 
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To learn more about what Hydro One is doing to deUver electricity, 
build for the future and keep the environment healthy, visit 

www.HydroOne.com. 
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HYDRO ONE REMOTE COMMUNITIES INC. 
AUDITORS’ REPORT 
 
 

 2

To the Shareholder of Hydro One Remote Communities Inc. 
 
 
We have audited the balance sheets of Hydro One Remote Communities Inc. (the Company) as at December 31, 
2009 and December 31, 2008, and the statements of operations and comprehensive income, retained earnings, 
accumulated other comprehensive income, and cash flows for the year then ended.  These financial statements are 
the responsibility of the Company's management.  Our responsibility is to express an opinion on these financial 
statements based on our audit. 
 
We conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 
 
In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2009 and December 31, 2008, and the results of its operations and its cash flows for 
the year then ended in accordance with Canadian generally accepted accounting principles. 
 
 
 

 
Chartered Accountants, Licensed Public Accountants  
 
      
Toronto, Canada                    
April 21, 2010 
 
 
 
 



HYDRO ONE REMOTE COMMUNITIES INC. 
STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 
 
 

 3

Year ended December 31 (Canadian dollars in thousands) 2009 2008 
   
Revenues (Note 13) 38,207 39,643 
   
Costs   
 Operation, maintenance and administration (Note 13) 11,886 12,095 
 Fuel used for electric generation 18,359 23,502 
 Depreciation and amortization (Note 3) 4,018 4,335 
  34,263 39,932 
   
Income (loss) before financing charges and provision for 
 payments in lieu of corporate income taxes 3,944 (289)
Financing charges (Notes 4 and 13) 1,120 1,293 
   
Income (loss) before provision for payments in lieu of corporate income taxes 2,824 (1,582)
Provision for (recovery of) payments in lieu of corporate income taxes (Notes 5 and 
13) 2,824 (1,582)
Net income - - 
   
Other comprehensive income 11 10 
Comprehensive income 11 10 
 
 
 
STATEMENTS OF ACCUMULATED OTHER COMPREHENSIVE INCOME  
 
 
Year ended December 31 (Canadian dollars in thousands) 2009 2008 
Accumulated other comprehensive income, January 1 (627) (637)
Other comprehensive income  11      10 
Accumulated other comprehensive income, December 31 (616) (627)
 
See accompanying notes to Financial Statements. 
 
 
 
 
 
 
 
 
 
 
 



HYDRO ONE REMOTE COMMUNITIES INC. 
BALANCE SHEETS 
 
 

 4 

December 31 (Canadian dollars in thousands) 2009 2008 
Assets   
Current assets:   
  Inter-company demand facility (Note 13) 3,393 - 
  Accounts receivable (net of allowance for doubtful  
    accounts - $878; 2008 - $798) (Note 13)  4,887 6,824 
  Fuel, materials and supplies 2,117 1,876 
  Future income tax assets (Notes 2 and 5) 395 - 
  Regulatory assets (Note 7) 1,665 2,265 
  12,457 10,965 
Fixed assets (Note 6):   
  Fixed assets in service 48,966 45,008 
  Less: accumulated depreciation 24,296 22,623 
  24,670 22,385 
  Construction in progress 2,418 3,053 
  Future use components and spares 1,213 1,153 
  28,301 26,591 
Other long-term assets:   
  Regulatory assets (Note 7) 7,756 11,030 
  Future income tax assets (Notes 2 and 5) 4,255 - 
  Long-term accounts receivable (net of allowance for doubtful 
    accounts - $633; 2008 - $940)  1,397 1,838 
 13,408 12,868 
Total assets 54,166 50,424 
 
See accompanying notes to Financial Statements. 



HYDRO ONE REMOTE COMMUNITIES INC. 
BALANCE SHEETS (continued) 
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December 31 (Canadian dollars in thousands) 2009 2008 
Liabilities   
Current liabilities:   
  Inter-company demand facility (Note 13) - 5,512 
  Accounts payable and accrued charges 8,856 8,383 
  Regulatory liabilities (Notes 2 and 7) 395 - 
  Accrued interest 142 142 
 9,393 14,037 
   
Long-term debt (Notes 8, 9 and 13) 22,864 22,862 
   

Other long-term liabilities:   
  Employee future benefits other than pension (Note 10)  6,887 6,503 

Environmental liabilities (Note 11) 7,756 7,649 
Regulatory liabilities (Notes 2 and 7) 7,882 - 

22,525 14,152 
Total liabilities 54,782 51,051 
   

Contingency (Note 15)   
   

Shareholder’s deficit     
Common shares (authorized: unlimited; issued 2) (Note 12) - - 
Retained earnings  - - 
Accumulated other comprehensive income (616) (627)
Total shareholder’s deficit   (616) (627)

Total liabilities and shareholder's deficit  54,166 50,424 
 
See accompanying notes to Financial Statements. 
 
On behalf of the Board:  
 
   
 
 
 
             
 

Laura Formusa Myles D’Arcey 
Chair  Director 



HYDRO ONE REMOTE COMMUNITIES INC. 
STATEMENTS OF CASH FLOWS 
 

 
Year ended December 31 (Canadian dollars in thousands) 2009 2008 
  
Operating activities   
Net income  - - 
Environmental expenditures (983) (1,029)
Adjustments for non-cash items:   
  Depreciation and amortization (excluding removal costs) 3,641 3,955 
  Gain on disposition of fixed assets - (6)
  Remote rate protection revenue variance account 7,008 (4,845)
  Amortization of debt costs 13 12 
  9,679 (1,913)
Changes in non-cash balances related to operations (Note 14) 3,580 546 
Net cash from (used in) operating activities 13,259 (1,367)
   
Investing activities   
Capital expenditures  (4,294) (2,588)
Other  (60) (83)
Net cash used in investing activities (4,354) (2,671)
   
Net change in inter-company demand facility 8,905 (4,038)
Inter-company demand facility, January 1 (5,512) (1,474)
Inter-company demand facility, December 31 3,393 (5,512)
 
See accompanying notes to Financial Statements. 
 
 
 
 
 
 
 
 
 
 

 6 



HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS 
 
 

 7 

1. DESCRIPTION OF THE BUSINESS 
 
Hydro One Remote Communities Inc. (Hydro One Remote Communities or the Company) was incorporated on August 
18, 1998 under the Business Corporations Act (Ontario), and is a wholly owned subsidiary of Hydro One Inc. (Hydro 
One).  Hydro One Remote Communities operates 19 small electrical, generation and distribution systems in remote 
northern communities that are not connected to Ontario’s electricity grid. The Company's business is regulated by the 
Ontario Energy Board (OEB). 

 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
 

The financial statements have been prepared in accordance with accounting principles generally accepted in Canada 
(Canadian GAAP). The financial statements have been prepared using a cumulative breakeven business model and 
are for the specific use of the OEB. Certain amounts presented in these financial statements represent allocations 
from Hydro One that are subject to review and approval by the OEB. Consolidated financial statements of Hydro 
One for the year ended December 31, 2009 have been prepared and are publicly available. 
 
Rate-setting 
 

The Company’s electricity generation and distribution business is subject to regulation by the OEB. The OEB has 
the general power to include or exclude costs, revenues, losses or gains in the rates of a specific period, resulting in a 
change in the timing of accounting recognition from that which would have applied in an unregulated company. The 
Company’s regulatory assets primarily represent costs that have been deferred for accounting purposes because it is 
probable that they will be recovered in future rates.  In addition, the Company has recorded regulatory liabilities 
which represent amounts incurred in different periods than would be the case had the Company been unregulated.  
The Company’s regulatory assets and liabilities recorded at December 31, 2009 are disclosed in Note 7.  
 
The Company continually assesses the likelihood of recovery of each of its regulatory assets and continues to 
believe that it is probable that the OEB will factor its regulatory assets and liabilities into the setting of future rates. 
If, at some future date, the Company judges that it is no longer probable that the OEB will include a regulatory asset 
or liability in future rates, the appropriate carrying amount will be reflected in results of operations for the period 
when the assessment is made. 
 
Revenue Recognition and the Remote Rate Protection Revenue Variance Account 
 

Revenues attributable to the delivery of electricity are recognized at the time electricity is delivered to customers.     
 
In approving electricity rates for a distributor that delivers electricity to remote customers, the OEB is required to 
provide rate protection for prescribed classes of customers by reducing the electricity rates that would otherwise apply 
in accordance with rules established pursuant to the Ontario Energy Board Act, 1998.  Such remote rate protection 
amounts are collected by the Independent Electricity System Operator (IESO) through a charge to all Ontario customers. 
 On August 29, 2008, Hydro One Remote Communities filed a 2009 cost of service rate application proposing an 
increase of about $10 million over the previously approved revenue requirement as a result of increased fuel costs.  On 
April 30, 2009, the OEB issued a decision regarding this rate application approving all planned work program 
expenditures, a requested 4.4% rate increase effective May 1, 2009, and an annual amount of $27,549 thousand for rate 
protection for remote community customers.   
 
On November 4, 2009, the Company filed an application for 2010 rates under the OEB’s third generation Incentive 
Regulation Mechanism (IRM), seeking approval of an increase of approximately 2% to basic rates for the generation 
and distribution of electricity effective May 1, 2010, which would increase an average customer’s total bill by 2%.  The 
increase reflects the standard inflationary adjustments incorporated in the third generation IRM applications. 
Hydro One Remote Communities conducts its operations under a cost recovery model applied to achieve breakeven 
results of operations, after consideration of PILs.  Any excess or deficiency in remote rate protection revenues necessary 
to lead to breakeven results of operations is added to, or drawn from, the Remote Rate Protection Revenue (RRPR) 
variance account. 



HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
The balance in the RRPR variance account is subject to future disposition by the OEB. On May 26, 2009, the OEB 
issued a rate order approving Hydro One Remote Communities’ request for $3,381 thousand in rate protection to 
clear the accumulated balance in the RRPR variance account.  The OEB also approved Hydro One Remote 
Communities’ proposal to file an annual continuity statement for the account for the purpose of clearing the annual 
balance in the RRPR variance account.  The annual filing is designed to assist the OEB in calculating the annual 
amount of rate protection for customers of Hydro One Remote Communities.  
 
Corporate Income and Capital Taxes 
 
Under the Electricity Act, 1998, Hydro One Remote Communities is required to make payments in lieu of corporate 
income and capital taxes to the Ontario Electricity Financial Corporation (OEFC). These payments are calculated in 
accordance with the rules for computing income and taxable capital and other relevant amounts contained in the 
Income Tax Act (Canada) and the Taxation Act (Ontario) (Corporations Tax Act (Ontario) prior to 2009) as modified 
by the Electricity Act, 1998 and related regulations. 
 
Effective January 1, 2009, the Company adopted amendments to the Canadian Institute of Chartered Accountants 
(CICA) Handbook Section 3465, Income Taxes and CICA Handbook Section 1100 - Generally Accepted 
Accounting Principles.  These amended sections establish new standards for the recognition, measurement, 
presentation and disclosure of future income tax assets and liabilities of rate-regulated enterprises.   
 
For transactions and events that cause temporary differences between the tax basis of assets and liabilities and their 
carrying amounts for accounting purposes, the adoption of these amended sections requires the recognition of future 
income tax assets and liabilities, and correspondingly the recognition of regulatory liabilities and assets.   
 
As a result of adopting these amended standards, on January 1, 2009, the Company recognized current future 
income tax assets of $1,128 thousand and long-term future income tax assets of $3,019 thousand.  The Company 
also recognized corresponding current regulatory liabilities of $1,128 thousand and long-term regulatory liabilities 
of $3,019 thousand.   
 
Current Income Taxes 
 
The provision for current taxes and the assets and liabilities recognized for the current and prior periods are 
measured at the amounts receivable from or payable to the OEFC.  
 
Future Income Taxes  
 
Future income taxes are provided for using the liability method and are recognized on temporary differences 
between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases 
used in the computation of taxable profit. 
 
Future income tax liabilities are generally recognized on all taxable temporary differences and future tax assets are 
recognized to the extent that it is more likely than not to be realized from taxable profits available against which 
deductible temporary differences can be utilized.   
 
Future income taxes are calculated at the tax rates that are expected to apply in the period when the liability is 
settled or the asset is realized, based on the tax rates (and tax laws) that have been enacted or substantively enacted 
by the balance sheet date. Future income taxes are charged or credited to the Statement of Operations and 
Comprehensive Income. 
 
The carrying amount of future income tax assets is reviewed at each balance sheet date and reduced to the extent 
that all or part of the future income tax assets have not met the “more likely than not” criterion.  Previously 
unrecognized future income tax assets are reassessed at each balance sheet date and are recognized to the extent that 
they have become more likely than not of being recovered from future taxable profits. 
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
The Company has recognized regulatory assets and liabilities which correspond to future income taxes that flow 
through the rate-setting process.  
 
Inter-company Demand Facility 
 
Hydro One maintains pooled bank accounts for its use and for the use of its subsidiaries. The inter-company demand 
facility represents the cumulative net effect of all deposits and withdrawals made by Hydro One Remote Communities 
to and from the pooled cash accounts. The Company earns interest on positive inter-company balances based on the 
average of the bankers’ acceptance rate at the beginning and end of each month, less 0.02%. Hydro One Remote 
Communities is charged interest on overdraft inter-company balances based on the same banker’s acceptance rate, plus 
0.15%. 
 
Fuel, Materials and Supplies 
 
Fuel is used in the generation of electricity. Materials and supplies represent consumables, spare parts and construction 
material held for internal construction and maintenance of fixed assets. These assets are carried at lower of average cost 
or net realizable value. 
 
Fixed Assets 
 
Fixed assets are capitalized at cost, which comprises materials, labour, engineering costs, overheads, depreciation on 
service equipment and the OEB-approved allowance for funds used during construction. 
 
Fixed assets in service consist of generation, distribution and administration and service assets.  Fixed assets also 
include future use assets such as major components and spare parts and standby equipment.   
 
Some of the Company’s generation and distribution assets, particularly those located on unowned easements and 
rights-of-way, may have asset retirement obligations, conditional or otherwise.  The majority of the Company’s 
easements and rights-of-way are either of perpetual duration or are automatically renewed annually.  Land rights 
with finite terms are generally subject to extension or renewal.  As the Company expects to use the majority of its 
installed assets in perpetuity, no asset retirement obligation exists.  If, at some future date, a particular site is shown 
not to meet the perpetuity assumption, it will be reviewed to determine if an asset retirement obligation exists.   If it 
becomes possible to estimate the fair value cost of disposing of assets that the Company is legally required to 
remove, a related asset retirement obligation will be recognized at that time. 
 
Generation 
 
Generation assets are used in the generation of electricity and include hydroelectric equipment, wind turbines, diesel 
generators and tank farms.  
 
Distribution 
 
Distribution assets are used in the distribution of low-voltage electricity and include lines, poles, switches, transformers, 
protective devices and metering systems. 
 
Administration and Service 
 
Administration and service assets include administrative buildings, personal computers, transport and work equipment, 
tools, vehicles and minor fixed assets. 
 
Construction in Progress 
 
Overhead costs, including corporate functions and services costs, are capitalized on a fully allocated basis, consistent 
with an OEB-approved methodology. Financing costs are capitalized on fixed assets under construction based on the 
OEB’s approved allowance for funds used during construction (2009 – 5.89%; 2008 – 5.32%).   
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
Depreciation 
 
The capital costs of fixed assets are depreciated on a straight-line basis, except for transport and work equipment, which 
is depreciated on a declining balance basis.  
 
The Company periodically undergoes an external review of its fixed asset depreciation rates, as required by the 
OEB. The last review resulted in changes to rates effective January 1, 2007.  A summary of the depreciation rates 
for the various classes of assets is included below: 
 

 Depreciation rates (%) 
 Range Average 
Generation 1% - 13% 7% 
Distribution 1% - 10% 3% 
Administration and service 3% - 20% 4% 

 
In accordance with group depreciation practices, the original cost of normal fixed asset retirements is charged to 
accumulated depreciation, with no gain or loss reflected in results of operations. Gains and losses on sales of fixed 
assets and losses on premature retirements are charged to results of operations as adjustments to depreciation expense. 
Depreciation expense also includes the costs incurred to remove fixed assets.  
 
The estimated service lives of fixed assets are subject to periodic review. Any changes arising out of such a review are 
implemented on a remaining service life basis consistent with their inclusion in rates.  
 
Discounts and Premiums 
 
Discounts and premiums allocated by Hydro One based on Hydro One Remote Communities’ proportionate share of the 
relevant Hydro One debt issue, are amortized over the term of the related debt using the effective interest method. 
 
Financial Instruments 
 
Comprehensive Income 
 
Comprehensive income is composed of the Company’s net income and other comprehensive income (OCI). OCI 
includes the amortization of unamortized hedging losses on the Company’s proportionate share of discontinued cash 
flow hedges.  The Company amortizes its unamortized hedging losses on discontinued cash flow hedges to 
financing charges using the effective interest method over the term of the allocated hedged debt.   
 
Financial Assets and Liabilities 
 
All financial instruments are classified into one of the following five categories: held-to-maturity investments, loans 
and receivables, held-for-trading, other liabilities or available-for-sale. All financial instruments are classified as 
loans and receivables or other financial liabilities and are measured at amortized cost. The Company has classified 
its financial instruments as follows: 
  
 Accounts Receivable Loans and receivables 
 Long-term accounts receivable  Loans and receivables 
 Inter-company demand facility Other liabilities 
 Accounts payable Other liabilities 
 Long-term debt Other liabilities 
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
Derivatives and Hedge Accounting 
 
All derivative instruments, including embedded derivatives, are carried at fair value on the Balance Sheet unless 
exempted from derivative treatment as a normal purchase and sale or when it is deemed that the economic 
characteristics and risks of the embedded derivative are not closely related to the economic characteristics and risks 
of the host contract. All changes in fair value are recorded in financing charges unless cash flow hedge accounting 
is used, in which case changes in fair value are recorded in OCI to the extent that the hedge is effective. 
 
The Company does not engage in derivative trading or speculative activities. 
 
The Company periodically develops hedging strategies for execution taking into account risk management 
objectives.  At the inception of a hedging relationship, the Company’s documentation includes its risk management 
objective for establishing the hedging relationship, the identification of the hedged and hedging item, the nature of 
the specific risk exposure being hedged and the method for assessing effectiveness of the hedging relationship.  The 
Company also assesses, both at the inception of the hedge and on an ongoing basis, whether the hedged items that 
are being used are effective in offsetting changes in fair values or cash flows of hedged items.    
 
Transaction Costs  
 
Transaction costs based on Hydro One Remote Communities’ proportionate share of the relevant Hydro One 
transaction, for financial assets and liabilities that are other than held-for-trading, are added to the carrying value of 
the asset or liability. Transaction costs are amortized over the expected life of the instrument using the effective 
interest method.  
 
Financial Instrument Disclosures  
 
Effective for the 2009 annual reporting period, the Company adopted amendments to the CICA Handbook Section 
3862, Financial Instruments – Disclosures.  The amended section improves financial instrument fair value 
measurement and liquidity risk management disclosures.  The amendments require an entity to classify fair value 
measurements using a fair value hierarchy in levels ranging from 1 to 3 that reflect the significance of the inputs 
used in making these measurements. The amendments also provide clarification about the required liquidity risk 
disclosures.  Upon application by the Company, the fair value hierarchy level used in the determination of the fair 
market value of the long-term debt has been disclosed in Note 9.   
 
Employee Future Benefits 
 
Employee future benefits provided by Hydro One Remote Communities include pension, group life insurance, health 
care and long-term disability. 
 
In accordance with the OEB’s rate orders, pension costs are recorded when employer contributions are paid to the 
pension fund in accordance with the Pension Benefits Act (Ontario). Actuarial valuations are conducted at least 
every three years.  Pension costs are also calculated on an accrual basis.  Pension costs are actuarially determined 
using the projected benefit method prorated on service and based on assumptions that reflect management’s best 
estimate of the effect of future events, including future compensation increases, on the actuarial present value of 
accrued pension benefits. Pension plan assets, consisting primarily of listed equity securities as well as corporate and 
government debt securities, are valued using fair values. Past service costs from plan amendments and all actuarial 
gains or losses are amortized on a straight-line basis over the expected average remaining service life of the 
employees covered. 
 
Employee future benefits other than pension are recorded on an accrual basis. Costs are determined by independent 
actuaries using the projected benefit method prorated on service and based on assumptions that reflect 
management’s best estimates. Past service costs from plan amendments and actuarial gains or losses are amortized 
on a straight-line basis over the expected average remaining service life of the employees covered.  
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
Employee future benefit costs are attributed to labour and charged to operations or capitalized as part of the cost of fixed 
assets. 
 
Environmental Costs  
 
The Company records a liability for the estimated future expenditures associated with the assessment and 
remediation of contaminated lands based on the present value of these estimated future expenditures. As the 
Company anticipates that the related expenditures will continue to be recoverable in future rates, a regulatory asset 
has been recorded to reflect the future recovery of these costs from customers. Hydro One Remote Communities 
reviews its estimates of future environmental expenditures on an ongoing basis. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses for the year. 
Actual results could differ from the estimates, including changes as a result of future decisions made by the OEB or 
the Province of Ontario (the Province). 
 
Emerging Accounting Changes  
 
International Financial Reporting Standards (IFRS) 
 
On February 13, 2008 the Canadian Accounting Standards Board confirmed that publicly accountable enterprises 
will be required to adopt IFRS in place of Canadian generally accepted accounting principles for interim and annual 
reporting purposes for fiscal years beginning on or after January 1, 2011.  On October 14, 2009, the Public Sector 
Accounting Board released a decision summary confirming that government organizations following commercial 
practices adhere to standards for publicly accountable entities after January 1, 2011.  As such, the Company will 
apply IFRS to its financial statements ending December 31, 2011 with restatement of the amounts recorded on the 
opening IFRS balance sheet as at January 1, 2010, for comparative purposes. 
 
The Company continues to assess the potential effects of the IFRS conversion on its financial position and results of 
operations.  The International Accounting Standards Board (IASB) issued an exposure draft on rate regulated 
activities in July, 2009 and stakeholder comments on the draft varied substantially.  In February, 2010, IASB staff 
presented its analysis of the various responses to the IASB and summarized options for next steps in the project.  In 
response, the IASB asked staff to revisit the specific issue of whether or not rate-regulated assets and liabilities meet 
the definition of assets and liabilities under the IFRS framework.  The outcome of this specific review, and of the 
rate-regulated activities project as a whole, cannot currently be predicted.  As a result, the impact of the IASB’s 
deliberations on the Company’s reporting under IFRS is not estimable at this time. 
 
 
3. DEPRECIATION AND AMORTIZATION 
 
Year ended December 31 (Canadian dollars in thousands) 2009 2008 
Depreciation of fixed assets in service 2,658 2,597 
Fixed asset removal costs  377 386 
Gain on disposition - (6)
Amortization of regulatory assets 983 1,358 
 4,018 4,335 
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
4. FINANCING CHARGES 
 
Year ended December 31 (Canadian dollars in thousands) 2009 2008 
Interest on long-term debt payable 1,237 1,237 
Interest on inter-company demand facility 19 84 
Amortization of debt costs 13 12 
Less: Interest capitalized on construction in progress (156) (134)
Other 7 94 
 1,120 1,293 

 
 
5. PROVISION FOR (RECOVERY OF) PAYMENTS IN LIEU OF CORPORATE INCOME TAXES 
 
The provision for (recovery of) payments in lieu of corporate income taxes (PILs) differs from the amount that 
would have been recorded using the combined Canadian Federal and Ontario statutory income tax rate. The 
reconciliation between the statutory and effective tax rates is provided as follows: 
 
(Canadian dollars in thousands) 2009 2008 
Income  before provision for PILs 2,824 (1,582)
Federal and Ontario statutory income tax rate 33.00% 33.50%
Provision for (recovery of) PILs at statutory rate 932 (530)
   

Increase (decrease) resulting from:   
Net temporary differences included in amounts charged to customers:   
  RRPR variance account 2,313 (1,634) 
  Environmental expenditures (325) (345) 
  Overhead capitalized for accounting purposes but deducted for tax purposes       (123) (57) 
  Employee future benefits other than pension expense in excess of cash payments 65 139 
  Interest capitalized for accounting purposes but deducted for tax purposes (52) (45) 
  Other (11) 91 
  Depreciation and amortization (less than) in excess of capital cost allowance (3) 753 
Net temporary differences 1,864 (1,098)
Net permanent differences 28 46 
Total income tax provision for (recovery of) PILs 2,824 (1,582)
  
Current income tax provision for (recovery of) PILs 2,824   (1,582)
Future income tax provision for PILs -   -
Total income tax provision for (recovery of) PILs                                                   2,824 (1,582)
Effective income tax rate 100.00% 100.00%

 
The provision for payments in lieu of current income taxes of $2,824 thousand represents the amount that is payable 
to the OEFC with respect to current year earnings.  The outstanding balance due to the OEFC of $870 thousand 
(2008 – due from the OEFC of $1,975 thousand) is included with accounts payable and accrued charges or accounts 
receivable on the Balance Sheet.  
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
Future Income Tax Assets and Liabilities 

Payments in lieu of future income tax assets and liabilities arise from differences between the carrying amounts and 
tax bases of the Company’s assets and liabilities.  The tax effects of these differences are as follows: 
 

December 31 (Canadian dollars in thousands) 2009 
Future income tax assets  
Employee future benefits other than pension expense in excess of cash payments 2,396 
Depreciation and amortization in excess of capital cost allowance                          1,540 
Regulatory amounts received but not recognized for accounting purposes            962   
Total future income tax assets 4,898 
Less: current portion 395 
 4,503 

 

December 31 (Canadian dollars in thousands) 2009 
Future income tax liabilities  
Debt costs unamortized for accounting purposes 248 
Total future income tax liabilities 248 
Less: current portion - 
 248 

 

December 31 (Canadian dollars in thousands) 2009 
Balance sheet classification of future income taxes  
Future income tax assets 4,898 
Less: Future income tax liabilities  248 
Total balance sheet classification of future income tax assets                       4,650 
Less: current portion 395 
 4,255 

 
 

6. FIXED ASSETS 
 
 
December 31 (Canadian dollars in thousands) 

 
Fixed Assets 

Accumulated 
Depreciation 

Construction 
In Progress 

 
Total 

2009     
Generation 36,786 21,025 1,761 17,522 
Distribution  6,790 1,457 56 5,389 
Administration and service  6,603 1,814 601 5,390 
 50,179 24,296 2,418 28,301 
     
2008     
Generation  33,482 19,870 2,536 16,148 
Distribution 6,455 1,340 110 5,225 
Administration and service  6,224 1,413 407 5,218 
 46,161 22,623 3,053 26,591 

 
Financing costs are capitalized on fixed assets under construction, using the OEB’s approved allowance for funds 
used during construction, and were $156 thousand in 2009 (2008 - $134 thousand). 
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
7. REGULATORY ASSETS AND LIABILITIES 
 
Regulatory assets and liabilities can arise as a result of the rate-setting process. Hydro One Remote Communities has 
recorded the following regulatory assets and liabilities: 

 
December 31 (Canadian dollars in thousands) 2009 2008 
Regulatory assets:   
  Environmental 9,421 9,914 
  RRPR variance account - 3,381 
Total regulatory assets 9,421 13,295 
Less: current portion 1,665 2,265 
 7,756 11,030 

 
December 31 (Canadian dollars in thousands) 2009 2008 
Regulatory liabilities:   
  Regulatory future income tax liability 4,650 - 
  RRPR variance account 3,627 - 
Total regulatory liabilities 8,277 - 
Less: current portion 395 - 
 7,882 - 

 
Environmental  
 
The Company records a liability for the estimated future expenditures required to remediate past environmental 
contamination (Note 11).  Because such expenditures are expected to be recoverable in future rates, the Company has 
recognized an equivalent amount as a regulatory asset.  In 2009, the regulatory asset increased by $3 thousand to reflect 
related increases in the Company’s land assessment and remediation (LAR) liability.   
 
This environmental regulatory asset is amortized to results of operations based on the pattern of actual expenditures 
incurred.  The OEB has the discretion to examine and assess the prudence and the timing of recovery of all of the 
Company’s actual environmental expenditures.  In the absence of rate-regulated accounting, operation, maintenance 
and administration expenses would have been higher by $3 thousand (2008 - $390 thousand).  In addition, amortization 
expense in 2009 would have been lower by $983 thousand (2008 - $1,029 thousand) and financing charges would have 
been higher by $487 thousand (2008 - $555 thousand). 
 
RRPR Variance Account 
 
The Company has recognized a regulatory account for remote rate protection amounts received that differ from amounts 
required to achieve a breakeven results of operations, after consideration of PILs.  In the absence of rate-regulated 
accounting, revenue in 2009 would have been higher by $7,008 thousand (2008 – lower by $4,845 thousand). 
 
Regulatory Future Income Tax Liability 
 
Future income taxes are recognized on temporary differences between the carrying amount of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit.  The Company has 
recognized regulatory liabilities which correspond to future income taxes that flow through the rate-setting process.  In 
the absence of rate-regulated accounting, the Company’s provision for PILs would have been recognized using the 
liability method and there would be no regulatory accounts set up for tax to be recovered through future rates.  As a 
result the provision for PILs would have been lower by approximately $1,180 thousand (2008 – higher by $1,098 
thousand) including the impact of a change in substantively enacted tax rates. 
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
8. LONG-TERM DEBT 
 
December 31 (Canadian dollars in thousands) 2009 2008 
Long-term debt 23,000 23,000 
Net unamortized debt discount (29) (29)
Unamortized transaction costs (107) (109)
 22,864 22,862 

 
Long-term debt represents a note issued on May 19, 2005 and payable to Hydro One. The note is denominated in 
Canadian dollars, bears interest at 5.38% and is due on May 20, 2036. The note was issued on maturity of a previous 
note in the same principal amount that was issued on April 1, 1999 in consideration of the purchase price of Hydro 
One Remote Communities’ net assets.  
 
The debt discount and transaction costs represent unamortized costs allocated by Hydro One to each of its 
subsidiaries, including Hydro One Remote Communities, on the basis of each subsidiary’s proportionate share of 
Hydro One’s related debt issues.  
 
 
9. CARRYING AND FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
The carrying values of all financial instruments, except long-term debt, approximate fair value. The fair value of 
long-term debt, provided in the table below, is based on unadjusted year-end market prices for the same or similar 
debt of the same remaining maturity.  The fair value measurement of long-term debt is categorized as level 1 as the 
inputs used reflect quoted prices in an active market.  

 
December 31 (Canadian dollars in thousands) 2009 2008 

 
Carrying 

Value 
Fair  

Value 
Carrying 

Value 
Fair  

Value 
Long-term debt1 23,000 22,306 23,000 19,626 
1 The carrying amount of long-term debt represents the par value of the note. 

 
Exposure to market risk, credit risk and liquidity risk arises in the normal course of the Company’s business.   

 
Market Risk 
 
Market risk refers primarily to the risk of losses that result from changes in commodity prices, foreign exchange 
rates and interest rates.  The Company does not have commodity risk and foreign exchange risk is currently 
insignificant.  The Company is exposed to fluctuations in interest rates related to the interest charges passed on by 
Hydro One on the outstanding inter-company demand facility.  The Company is charged interest on overdraft inter-
company balances based on the bankers’ acceptance rate, plus 0.15%.   
 
Credit Risk 
 
Financial assets create credit risk that a counter-party will fail to discharge an obligation, causing a financial loss.  
In the year, the Company’s provision for bad debts increased to $1,511 thousand (2008 - $1,738 thousand).  
Adjustments and write-offs were determined on the basis of a review of overdue accounts, taking into consideration 
historical experience.  As at December 31, 2009, approximately 39% of the Company’s accounts receivable was 
aged more than 60 days.  Sufficient allowances have been recorded to reflect the risk of potential credit losses. 
 
Liquidity Risk 
 
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due.  Short-term 
liquidity is provided through the inter-company demand facility currently available with Hydro One and funds 
generated from the Company’s operations.  The short-term liquidity available to the Company should be sufficient 
to fund normal operating requirements.   
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
As at December 31, 2009, accounts payable and accrued charges in the amount of $8,856 thousand (2008 - $8,383 
thousand) are expected to be settled in cash at the carrying amounts within the next year.   As at December 31, 
2009, the Company has been allocated long-term debt in the amount of $23,000 thousand.  The interest payments 
over the next twelve months related to that debt amount to $1,237 thousand.    
 

 
10. EMPLOYEE FUTURE BENEFITS 
 
Pension  
 
Hydro One has a contributory defined benefit pension plan covering all regular employees of Hydro One and its 
subsidiaries, except Hydro One Brampton.  The Hydro One Pension Plan does not segregate assets in a separate 
account for individual subsidiaries, nor is the cost of the benefit plans allocated to, or funded separately by, entities 
within the consolidated group. Accordingly, for purposes of these financial statements, the pension plan is 
accounted for as a defined contribution plan and no deferred pension asset or liability is recorded. 
 
Hydro One’s pension plan provides benefits based on highest three-year average pensionable earnings. For new 
management employees who commenced employment on or after January 1, 2004, and for new Society of Energy 
Professionals hired after November 17, 2005, benefits are based on highest five-year average pensionable earnings. 
After retirement, pensions are indexed to inflation. The measurement date used to determine plan assets and the 
accrued benefit obligation is December 31.  Based on the actuarial valuation filed with the Financial Services 
Commission of Ontario on September 20, 2007, effective for December 31, 2006, Hydro One contributed $112 
million to its pension plan in respect of 2009 (2008 - $101 million), all of which is required to satisfy minimum 
funding requirements. Contributions are payable one month in arrears.  All of the contributions are expected to be in 
the form of cash.  Contributions after 2009 will be based on an actuarial valuation effective December 31, 2009 and 
will depend on future investment returns, and changes in benefits or actuarial assumptions.   
 
Total cash payments for employee future benefits made in 2009, consisting of cash contributed by the Company to its 
funded pension plan and cash payments directly to beneficiaries for its unfunded other benefit plans was $155 million 
(2008 - $142 million). 
 
For Hydro One, the actuarial present value at December 31, 2009 of the accrued pension benefits, based on a 
projection of the valuation at December 31, 2009, was estimated to be $4,740 million (2008 - $4,007 million).  
Pension plan assets available for these benefits were $4,336 million (2008 - $3,836 million). 
 
Employee Future Benefits other than Pension 
 
During the year ended December 31, 2009, Hydro One Remote Communities charged $460 thousand (2008 - $659 
thousand) of employee future benefits other than pension costs to results of operations and capitalized $190 thousand 
(2008 - $151 thousand) as part of the cost of fixed assets. Benefits paid by Hydro One Remote Communities were $266 
thousand (2008 - $245 thousand). The liabilities, including the current portion, associated with employee future benefits 
other than pension for Hydro One Remote Communities at December 31, 2009 were $7,187 thousand (2008 - $6,803 
thousand). 
 
A detailed description of employee future benefits is provided in Note 12 of the Consolidated Financial Statements of 
Hydro One for the year ended December 31, 2009. 
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HYDRO ONE REMOTE COMMUNITIES INC. 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 
11. ENVIRONMENTAL LIABILITIES  
 
December 31 (Canadian dollars in thousands) 2009 2008 
Environmental liabilities, January 1 9,914 9,998 
Interest accretion 487 555 
Expenditures (983) (1,029)
Revaluation adjustment  3 390 
Environmental liabilities, December 31 9,421 9,914 
Less: current portion  (1,665) (2,265)
 7,756 7,649 

 
Estimated future environmental expenditures for each of the five years subsequent to December 31, 2009 and in total 
thereafter are as follows: 2010 - $1,665 thousand; 2011 - $2,456 thousand; 2012 - $2,573 thousand; 2013 - $1,335 
thousand; 2014 - $1,354 thousand; and 2015 - $613 thousand. 
 
Consistent with its accounting policy for environmental costs, the Company records a liability for the estimated 
future expenditures associated with the assessment and remediation of contaminated lands. The Company’s liability 
is based on management’s best estimate of the present value of the future expenditures expected to be required to 
comply with existing regulations. The revaluation adjustments in 2008 and 2009 were the result of net changes in 
estimated future expenditures, changes in timing of expected cash flows and carryforward of prior year spending 
variances. 
 
There are uncertainties in estimating future environmental costs due to potential external events such as changing 
legislation or regulations and advances in remediation technologies.  All factors used in estimating the Company’s 
environmental liabilities represent management’s best estimates of the costs required to meet existing legislation or 
regulations.  However, it is reasonably possible that numbers of volumes of contaminated assets, cost estimates to 
perform work, inflation assumptions and the assumed pattern of annual cash flows may differ significantly from the 
Company’s current assumptions.  Estimated environmental liabilities are reviewed annually or more frequently if 
significant changes in regulation or other relevant factors occur. Estimate changes are accounted for prospectively. 
 
In determining the amounts to be recorded as environmental liabilities, the Company estimates the current cost of 
completing required work and makes assumptions as to when the future expenditures will actually be incurred, in 
order to generate future cash flow information. A long-term inflation assumption of approximately 2% has been 
used to express these current cost estimates as estimated future expenditures. Future environmental expenditures 
have been discounted using factors ranging from 4.87% to 6.25%, depending on the appropriate rate for the period 
when increases in the obligations were first recorded.  
 
 
12. SHARE CAPITAL 
 
The Company is authorized to issue an unlimited number of common shares.  The Company does not pay dividends 
under its breakeven business model. 
 
 
13. RELATED PARTY TRANSACTIONS 

 
The Province and Successor Corporations to Ontario Hydro 
 
The Province, OEFC, and IESO are related parties of Hydro One, and therefore, of Hydro One Remote 
Communities. In addition, the OEB is related to the Company by virtue of its status as a Provincial Crown 
Corporation. Transactions between these parties and Hydro One Remote Communities were as follows:  
 
Hydro One Remote Communities receives amounts for remote rate protection from customer revenue collected by the 
IESO. Remote rate protection amounts received for the year ended December 31, 2009 were $30,930 thousand (2008 - 
$21,097 thousand).  Consistent with the breakeven business model, $23,922 thousand was recognized as revenue in 
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2009 (2008 - $25,942 thousand).  The balance of the remote rate protection amounts received totaled $7,008 thousand.  
In 2008, revenue exceeded amounts received by $4,845 thousand.  These differences were charged to or drawn from the 
RRPR variance account. 
 
The provision for PILs was paid or payable to the OEFC. 
 
Hydro One and Subsidiaries 
 
Hydro One Remote Communities provides services to, and receives services from, Hydro One and its subsidiaries. 
Amounts due to and from Hydro One and its subsidiaries are settled through the inter-company demand facility. 
 
Hydro One Remote Communities has service level agreements with Hydro One and its subsidiaries related to the 
provision of shared corporate functions such as legal, financial and human resources services, as well as operational 
services such as environmental, forestry and line services. Operation, maintenance and administration costs include 
$2,206 thousand (2008 - $1,933 thousand) related to these services provided by Hydro One Networks Inc.  The amounts 
due from related parties as a result of the transactions referred to above are as follows: 
 

December 31 (Canadian dollars in thousands) 2009 2008 
Accounts receivable 595 2,250 

 
The long-term debt of the Company represents a note due to Hydro One. Financing charges include interest expense 
on this debt in the amount of $1,237 thousand (2008 - $1,237 thousand). Balances receivable or payable under the 
inter-company demand facility are due from or due to Hydro One. Financing charges include interest expense on this 
facility in the amount of $19 thousand (2008 - $84 thousand). 
 
 
14. STATEMENTS OF CASH FLOWS 
 
The changes in non-cash balances related to operations consist of the following:  

 
Year ended December 31 (Canadian dollars in thousands) 2009 2008 
Accounts receivable decrease (increase)    1,937 (302)
Fuel, materials and supplies (increase) decrease  (241) 748 
Long-term accounts receivable decrease  441 397 
Accounts payable and accrued charges increase (decrease) 1,073 (863)
Employee future benefits other than pension increase  384 562 
Other  (14) 4 
 3,580 546 

 

Supplementary information:  
Interest paid 1,262 1,286 

 
The Company does not make any payments in lieu of corporate income taxes as a result of using the cost recovery 
model applied to achieve breakeven results. 
 
 
15. CONTINGENCY 
 
The transfer orders by which Hydro One Remote Communities acquired Ontario Hydro’s remote communities business 
on April 1, 1999 did not result in a transfer of title to some generation and distribution assets located on lands held for 
bands or bodies of Indians under the Indian Act (Canada).  Currently, OEFC holds these assets.   
 
Under the terms of the transfer order, the Company is required to manage these assets until the Company has obtained 
all consents necessary to complete the transfer of title of these assets to the Company.  If the Company cannot obtain 
consents from the Indian bands and bodies, OEFC will continue to hold these assets for an indefinite period of time.  
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16. SUBSEQUENT EVENT 
 
On April 14, 2010, the OEB issued a decision regarding 2010 rates under the OEB’s third generation IRM which 
approves an increase to basic rates for the generation and distribution of electricity of approximately 0.4%, effective 
May 1, 2010.  The increase reflects the standard inflationary, productivity and stretch factor adjustments that form 
the basis of the IRM process and formulaic adjustment to distribution rates.   
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To the Directors of Hydro One Remote Communities Inc. 
 
We have audited the accompanying financial statements of Hydro One Remote Communities Inc., which comprise 
the balance sheet as at December 31, 2010, the statements of operations and comprehensive income and 
accumulated other comprehensive income, and cash flows for the year then ended, and notes, comprising a 
summary of significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
Canadian generally accepted accounting principles, and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error.  
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We 
conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards require 
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the  
financial statements.  The procedures selected depend on our judgment, including the assessment of the risks of 
material misstatement of the  financial statements, whether due to fraud or error.  In making those risk assessments, 
we consider internal control relevant to the entity’s preparation and fair presentation of the  financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the  financial statements.   
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion  
 
In our opinion, the  financial statements present fairly, in all material respects, the financial position of Hydro One 
Remote Communities Inc. as at December 31, 2010, and the results of its operations and its cash flows for the year 
then ended in accordance with Canadian generally accepted accounting principles.  
 
 

 
 
Chartered Accountants, Licensed Public Accountants  
 
      
Toronto, Canada 
April 18, 2011 
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Year ended December 31 (Canadian dollars in thousands) 2010 2009 
   
Revenues (Note 13) 42,034 38,207 
   
Costs   
 Operation, maintenance and administration (Note 13) 14,598 11,886 
 Fuel used for electric generation 20,757 18,359 
 Depreciation and amortization (Note 3) 4,242 4,018 
  39,597 34,263 
   
Income before financing charges and provision for 
 payments in lieu of corporate income taxes 2,437 3,944 
Financing charges (Notes 4 and 13) 1,113 1,120 
   
Income before provision for payments in lieu of corporate income taxes 1,324 2,824 
Provision for  payments in lieu of corporate income taxes (Notes 5 and 13) 1,324 2,824 
Net income - - 
   
Other comprehensive income 11 11 
Comprehensive income 11 11 
 
 
 
STATEMENTS OF ACCUMULATED OTHER COMPREHENSIVE INCOME  
 
 
Year ended December 31 (Canadian dollars in thousands) 2010 2009 
Accumulated other comprehensive income, January 1 (616) (627)
Other comprehensive income  11 11 
Accumulated other comprehensive income, December 31 (605) (616)
 
See accompanying notes to Financial Statements. 
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December 31 (Canadian dollars in thousands) 2010 2009 
Assets   
Current assets:   
  Inter-company demand facility (Note 13) 2,849 3,393 
  Accounts receivable (net of allowance for doubtful  
    accounts - $825; 2009 - $878) (Note 13)  4,482 4,887 
  Regulatory assets (Note 7) 1,866 1,665 
  Fuel, materials and supplies 2,154 2,117 
  Income tax receivable 1,189 - 
  Future income tax assets (Note 5) 118 395 
  12,658 12,457 
Fixed assets (Note 6):   
  Fixed assets in service 49,521 48,966 
  Less: accumulated depreciation 24,014 24,296 
  25,507 24,670 
  Construction in progress 2,348 2,418 
  Future use components and spares 1,533 1,213 
  29,388 28,301 
Other long-term assets:   
  Regulatory assets (Note 7) 6,426 7,756 
  Future income tax assets (Note 5) 5,598 5,119 
  Long-term accounts receivable (net of allowance for doubtful 
    accounts - $50; 2009 - $633)  552 1,397 
 12,576 14,272 
Total assets 54,622 55,030 
 
See accompanying notes to Financial Statements. 
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December 31 (Canadian dollars in thousands) 2010 2009 
Liabilities   
Current liabilities:   
  Accounts payable and accrued charges 8,827 9,451 
  Regulatory liabilities (Note 7) 118 395 
  Accrued interest 142 142 
 9,087 9,988 
   
Long-term debt (Notes 8, 9 and 13) 22,867 22,864 
   

Other long-term liabilities:   
Regulatory liabilities (Note 7) 9,530 8,151 
Employee future benefits other than pension (Note 10)  7,317 6,887 
Environmental liabilities (Note 11) 6,426 7,756 

23,273 22,794 
Total liabilities 55,227 55,646 
   

Contingency (Note 15)   
   

Shareholder’s deficit     
Common shares (authorized: unlimited; issued 2) (Note 12) - - 
Retained earnings  - - 
Accumulated other comprehensive income (605) (616)
Total shareholder’s deficit   (605) (616)

Total liabilities and shareholder's deficit  54,622 55,030 
 
See accompanying notes to Financial Statements. 
 
 
 
 
 
 
On behalf of the Board:  
 
   
 
 
 
 
 

Laura Formusa Myles D’Arcey 
Chair  Director 
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Year ended December 31 (Canadian dollars in thousands) 2010 2009 
  
Operating activities   
Net income  - - 
Environmental expenditures (1,268) (983)
Adjustments for non-cash items:   
  Depreciation and amortization (excluding removal costs) 4,083 3,641 
  Gain on disposition of fixed assets (112) - 
  Remote rate protection revenue variance account 305 7,008 
  Amortization of debt costs 14 13 
  3,022 9,679 
Changes in non-cash balances related to operations (Note 14) 240 3,580 
Net cash from operating activities 3,262 13,259 
   
Investing activities   
Capital expenditures  (3,598) (4,294)
Other  (208) (60)
Net cash used in investing activities (3,806) (4,354)
   
Net change in inter-company demand facility (544) 8,905 
Inter-company demand facility, January 1 3,393 (5,512)
Inter-company demand facility, December 31 2,849 3,393 
 
See accompanying notes to Financial Statements. 
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1. DESCRIPTION OF THE BUSINESS 
 
Hydro One Remote Communities Inc. (Hydro One Remote Communities or the Company) was incorporated on August 
18, 1998 under the Business Corporations Act (Ontario), and is a wholly owned subsidiary of Hydro One Inc. (Hydro 
One).  Hydro One Remote Communities operates 19 small electrical, generation and distribution systems in remote 
northern communities that are not connected to Ontario’s electricity grid. The Company's business is regulated by the 
Ontario Energy Board (OEB). 

 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
 
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada 
(Canadian GAAP). The financial statements have been prepared using a cumulative breakeven business model and 
are for the specific use of the OEB. Certain amounts presented in these financial statements represent allocations 
from Hydro One that are subject to review and approval by the OEB. Consolidated financial statements of Hydro 
One for the year ended December 31, 2010 have been prepared and are publicly available. 
 
Rate-setting 
 
The Company’s electricity generation and distribution business is subject to regulation by the OEB. The OEB has 
the general power to include or exclude costs, revenues, losses or gains in the rates of a specific period, resulting in a 
change in the timing of accounting recognition from that which would have applied in an unregulated company. 
Such change in timing involves the application of rate-regulated accounting, giving rise to the recognition of 
regulatory assets and liabilities. The Company’s regulatory asset represents costs that have been deferred for 
accounting purposes because it is probable that they will be recovered in future rates.  In addition, the Company has 
recorded regulatory liabilities which represent amounts for expenses incurred in different periods than would have 
been the case had the Company been unregulated.  The Company continually assesses the likelihood of recovery of 
each of its regulatory assets and continues to believe that it is probable that the OEB will factor its regulatory assets 
and liabilities into the setting of future rates. If, at some future date, the Company judges that it is no longer probable 
that the OEB will include a regulatory asset or liability in future rates, the appropriate carrying amount will be 
reflected in results of operations in the period when the assessment is made.  The Company’s regulatory assets and 
liabilities are disclosed in Note 7. 
 
Revenue Recognition and the Remote Rate Protection Revenue Variance Account 
 
Revenues attributable to the delivery of electricity are recognized at the time electricity is delivered to customers.     
 
In approving electricity rates for a distributor that delivers electricity to remote customers, the OEB is required to 
provide rate protection for prescribed classes of customers by reducing the electricity rates that would otherwise apply 
in accordance with rules established pursuant to the Ontario Energy Board Act, 1998.  Remote rate protection amounts 
are collected by the Independent Electricity System Operator (IESO) through a charge to all Ontario customers and are 
paid to distributors, such as Hydro One Remote Communities, in accordance with the regulation under the Ontario 
Energy Board Act, 1998.   
 
On November 4, 2009, the Company filed an application for 2010 rates under the OEB’s third generation Incentive 
Regulation Mechanism (IRM).  The OEB’s Decision of April 14, 2010 approved an increase in rates for the 
distribution and generation of electricity of 0.38% effective May 1, 2010.  This increase reflects the standard 
inflationary adjustments incorporated in the third generation IRM applications.    
 
On October 15, 2010, the Company filed an application for 2011 rates under the OEB’s third generation IRM.  The 
Company is seeking approval for an increase in rates for the distribution and generation of electricity of 0.38% 
effective May 1, 2011.  The increase reflects the standard inflationary adjustments incorporated in the third 
generation IRM applications.   
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Hydro One Remote Communities is regulated under a cost recovery model applied to achieve breakeven results of 
operations, after consideration of payments in lieu of corporate income taxes (PILs).  Any excess or deficiency in 
remote rate protection revenues necessary to lead to breakeven results of operations is added to, or drawn from, the 
Remote Rate Protection Revenue (RRPR) variance account. 
 
The balance in the RRPR variance account is subject to future review and disposition by the OEB. On May 26, 
2009, the OEB issued a rate order approving Hydro One Remote Communities’ request for $3,381 thousand in rate 
protection to clear the accumulated balance in the RRPR variance account.  This amount was recognized as revenue 
in 2009. 
 
Corporate Income and Capital Taxes 
 
Under the Electricity Act, 1998, Hydro One Remote Communities is required to make payments in lieu of corporate  
taxes to the Ontario Electricity Financial Corporation (OEFC). These payments are calculated in accordance with the 
rules for computing income and taxable capital and other relevant amounts contained in the Income Tax Act 
(Canada) and the Taxation Act, 2007 (Ontario) (Corporations Tax Act (Ontario) prior to 2009) as modified by the 
Electricity Act, 1998 and related regulations. 
 
Current Income Taxes 
 
The provision for current taxes and the assets and liabilities recognized for the current and prior periods are 
measured at the amounts receivable from or payable to the OEFC.  
 
Future Income Taxes  
 
Future income taxes are provided for using the liability method and are recognized on temporary differences 
between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases 
used in the computation of taxable profit. 
 
Future income tax liabilities are generally recognized on all taxable temporary differences and future tax assets are 
recognized to the extent that it is more likely than not to be realized from taxable profits available against which 
deductible temporary differences can be utilized.   
 
Future income taxes are calculated at the tax rates that are expected to apply in the period when the liability is 
settled or the asset is realized, based on the tax rates (and tax laws) that have been enacted or substantively enacted 
by the balance sheet date. Future income taxes are charged or credited to the Statement of Operations and 
Comprehensive Income. 
 
The carrying amount of future income tax assets is reviewed at each balance sheet date and reduced to the extent 
that all or part of the future income tax assets have not met the “more likely than not” criterion.  Previously 
unrecognized future income tax assets are reassessed at each balance sheet date and are recognized to the extent that 
they have become more likely than not of being recovered from future taxable profits. 
 
The Company has recognized regulatory assets and liabilities which correspond to future income taxes that flow 
through the rate-making process.  
 
Inter-company Demand Facility 
 
Hydro One maintains pooled bank accounts for its use and for the use of its subsidiaries. The inter-company demand 
facility represents the cumulative net effect of all deposits and withdrawals made by Hydro One Remote Communities 
to and from the pooled cash accounts. The Company earns interest on positive inter-company balances based on the 
average of the bankers’ acceptance rate at the beginning and end of each month, less 0.02%. Hydro One Remote 
Communities is charged interest on overdraft inter-company balances based on the same banker’s acceptance rate, plus 
0.15%. 
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Fuel, Materials and Supplies 
 
Fuel is used in the generation of electricity. Materials and supplies represent consumables, spare parts and construction 
material held for internal construction and maintenance of fixed assets. These assets are carried at lower of average cost 
or net realizable value. 
 
Fixed Assets 
 
Fixed assets are capitalized at cost, which comprises materials, labour, engineering costs, overheads, depreciation on 
service equipment and the OEB-approved allowance for funds used during construction. 
 
Fixed assets in service consist of generation, distribution and administration and service assets.  Fixed assets also 
include future use assets such as major components and spare parts.   
 
Some of the Company’s generation and distribution assets, particularly those located on unowned easements and 
rights-of-way, may have asset retirement obligations, conditional or otherwise.  The majority of the Company’s 
easements and rights-of-way are either of perpetual duration or are automatically renewed annually.  Land rights 
with finite terms are generally subject to extension or renewal.  As the Company expects to use the majority of its 
installed assets in perpetuity, no asset retirement obligation exists.  If, at some future date, a particular site is shown 
not to meet the perpetuity assumption, it will be reviewed to determine if an asset retirement obligation exists.   If it 
becomes possible to estimate the fair value cost of disposing of assets that the Company is legally required to 
remove, a related asset retirement obligation will be recognized at that time. 
 
Generation 
 
Generation assets are used in the generation of electricity and include hydroelectric equipment, wind turbines, diesel 
generators and tank farms.  
 
Distribution 
 
Distribution assets are used in the distribution of low-voltage electricity and include lines, poles, switches, transformers, 
protective devices and metering systems. 
 
Administration and Service 
 
Administration and service assets include administrative buildings, personal computers, transport and work equipment, 
tools, vehicles and minor fixed assets. 
 
Construction in Progress 
 
Overhead costs, including shared corporate functions and services costs, are capitalized on a fully allocated basis, 
consistent with an OEB-approved methodology. Financing costs are capitalized on fixed assets under construction 
based on the OEB’s approved allowance for funds used during construction (2010 – 4.34%; 2009 – 5.89%).   
 
Depreciation 
 
The capital costs of fixed assets are depreciated on a straight-line basis, except for transport and work equipment, which 
is depreciated on a declining balance basis.  
 
The Company periodically undergoes an external review of its fixed asset depreciation rates, as required by the 
OEB. The last review resulted in changes to rates effective January 1, 2007.  A summary of the depreciation rates 
for the various classes of assets is included below: 
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 Depreciation rates (%) 
 Range Average 
Generation 1% - 13% 7% 
Distribution 1% - 10% 3% 
Administration and service 3% - 20% 3% 

 
In accordance with group depreciation practices, the original cost of normal fixed asset retirements is charged to 
accumulated depreciation, with no gain or loss reflected in current results of operations. Gains and losses on sales of 
fixed assets and losses on premature retirements are charged to results of operations as adjustments to depreciation 
expense. Depreciation expense also includes the costs incurred to remove fixed assets where no asset retirement 
obligation has been recorded.  
 
The estimated service lives of fixed assets are subject to periodic review. Any changes arising out of such a review are 
implemented on a remaining service life basis consistent with their inclusion in rates.  
 
Discounts and Premiums 
 
Discounts and premiums allocated by Hydro One based on Hydro One Remote Communities’ proportionate share of the 
relevant Hydro One debt issue are amortized over the term of the related debt using the effective interest method. 
 
Financial Instruments 
 
Comprehensive Income 
 
Comprehensive income is composed of the Company’s net income and other comprehensive income (OCI). OCI 
includes the amortization of unamortized hedging losses on the Company’s proportionate share of discontinued 
Hydro One cash flow hedges.  The Company amortizes its unamortized hedging losses on discontinued cash flow 
hedges to financing charges using the effective interest method over the term of the allocated hedged debt.   
 
Financial Assets and Liabilities 
 
All financial instruments are classified into one of the following five categories: held-to-maturity investments, loans 
and receivables, held-for-trading, other liabilities or available-for-sale. All financial instruments are classified as 
loans and receivables or other financial liabilities and are measured at amortized cost. The Company has classified 
its financial instruments as follows: 
  
 Accounts Receivable Loans and receivables 
 Long-term accounts receivable  Loans and receivables 
 Inter-company demand facility Other liabilities 
 Accounts payable Other liabilities 
 Long-term debt Other liabilities 
 
Derivatives and Hedge Accounting 
 
Derivative instruments are allocated by Hydro one, based on Hydro One Remote Communities’ proportionate share 
of the relevant Hydro One debt issue.  All derivative instruments, including embedded derivatives, are carried at fair 
value on the Balance Sheet unless exempted from derivative treatment as a normal purchase and sale or when it is 
deemed that the economic characteristics and risks of the embedded derivative are not closely related to the 
economic characteristics and risks of the host contract. All changes in fair value are recorded in financing charges 
unless cash flow hedge accounting is used, in which case changes in fair value are recorded in OCI to the extent that 
the hedge is effective. 
 
The Company does not engage in derivative trading or speculative activities. 
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Hydro One periodically develops hedging strategies for execution taking into account risk management objectives.  
At the inception of a hedging relationship, Hydro One’s documentation includes its risk management objective for 
establishing the hedging relationship, the identification of the hedged and hedging item, the nature of the specific 
risk exposure being hedged and the method for assessing effectiveness of the hedging relationship.  Hydro One also 
assesses, both at the inception of the hedge and on an ongoing basis, whether the hedged items that are being used 
are effective in offsetting changes in fair values or cash flows of hedged items.    
 
Transaction Costs  
 
Transaction costs for financial assets and liabilities that are other than held-for-trading are based on Hydro One 
Remote Communities’ proportionate share of the relevant Hydro One transaction and are added to the carrying 
value of the asset or liability. Transaction costs are amortized over the expected life of the instrument using the 
effective interest method.  
 
Employee Future Benefits 
 
Employee future benefits provided by Hydro One Remote Communities include pension, group life insurance, health 
care and long-term disability. 
 
In accordance with the OEB’s rate orders, pension costs are recorded when employer contributions are paid to the 
pension fund in accordance with the Pension Benefits Act (Ontario). Actuarial valuations are conducted at least 
every three years.  Pension costs are also calculated on an accrual basis.  Pension costs are actuarially determined 
using the projected benefit method prorated on service and based on assumptions that reflect management’s best 
estimate of the effect of future events, including future compensation increases, on the actuarial present value of 
accrued pension benefits. Pension plan assets, consisting primarily of listed equity securities as well as corporate and 
government debt securities, are valued using fair values. Past service costs from plan amendments and all actuarial 
gains or losses are amortized on a straight-line basis over the expected average remaining service life of the 
employees covered. 
 
Employee future benefits other than pension are recorded on an accrual basis. Costs are determined by independent 
actuaries using the projected benefit method prorated on service and based on assumptions that reflect 
management’s best estimates. Past service costs from plan amendments and actuarial gains or losses are amortized 
on a straight-line basis over the expected average remaining service life of the employees covered.  
 
Employee future benefits costs are attributed to labour and charged to operations or capitalized as part of the cost of 
fixed assets. 
 
Environmental Costs  
 
The Company records a liability for the estimated future expenditures associated with the assessment and 
remediation of contaminated lands based on the present value of these estimated future expenditures. As the 
Company anticipates that the related expenditures will continue to be recoverable in future rates, a regulatory asset 
has been recorded to reflect the future recovery of these expenditures from customers. Hydro One Remote 
Communities reviews its estimates of future environmental expenditures on an ongoing basis. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses for the year. 
Actual results could differ from the estimates, including changes as a result of future decisions made by the OEB or 
the Province of Ontario (the Province). 
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Emerging Accounting Changes  
 
International Financial Reporting Standards (IFRS) 
 
On February 13, 2008 the Canadian Accounting Standards Board (AcSB) confirmed that publicly accountable 
enterprises will be required to adopt IFRS in place of Canadian generally accepted accounting principles for interim 
and annual reporting purposes for fiscal years beginning on or after January 1, 2011.  On October 14, 2009, the 
Public Sector Accounting Board released a decision summary confirming that government organizations following 
commercial practices adhere to standards for publicly accountable entities after January 1, 2011.  On September 10, 
2010, the AcSB decided to permit rate-regulated entities to defer their IFRS implementation date to January 1, 2012. 
 As such, the Company will apply IFRS to its financial statements ending December 31, 2012 with restatement of 
the amounts recorded on the opening IFRS balance sheet as at January 1, 2011, for comparative purposes.  The 
Company continues to assess the impact of conversion to IFRS on its results of operations.   
 
 
3. DEPRECIATION AND AMORTIZATION 
 
Year ended December 31 (Canadian dollars in thousands) 2010 2009 
Depreciation of fixed assets in service 2,815 2,658 
Fixed asset removal costs  271 377 
Gain on disposition of fixed assets (112) - 
Amortization of regulatory assets 1,268 983 
 4,242 4,018 
 
 
4. FINANCING CHARGES 
 
Year ended December 31 (Canadian dollars in thousands) 2010 2009 
Interest on long-term debt payable 1,237 1,237 
Interest (income) expense on inter-company demand facility (41) 19 
Amortization of debt costs 14 13 
Less: interest capitalized on construction in progress (126) (156)
Other 29 7 
 1,113 1,120 
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5. PROVISION FOR PAYMENTS IN LIEU OF CORPORATE INCOME TAXES 
 
The provision for PILs differs from the amount that would have been recorded using the combined Canadian 
Federal and Ontario statutory income tax rate. The reconciliation between the statutory and effective tax rates is 
provided as follows: 
 
(Canadian dollars in thousands) 2010 2009 
Income  before provision for PILs 1,324 2,824 
Federal and Ontario statutory income tax rate 31.00% 33.00%
Provision for PILs at statutory rate 410 932 
   

Increase (decrease) resulting from:   
Net temporary differences included in amounts charged to customers:   
  Depreciation and amortization in excess of (less than) capital cost allowance 1,181 (3)
  Environmental expenditures (393) (325)
  Overhead capitalized for accounting purposes but deducted for tax purposes (108) (123)
  Employee future benefits other than pension expense in excess of cash payments 79 65 
  RRPR variance account 69 2,313 
  Interest capitalized for accounting purposes but deducted for tax purposes (39) (52)
  Other 15 (11)
Net temporary differences 804 1,864 
Net permanent differences 110 28 
Total income tax provision for PILs 1,324 2,824 
   
Current income tax provision for PILs 1,324 2,824   
Future income tax provision for PILs - - 
Total income tax provision for PILs  1,324 2,824 
Effective income tax rate 100.00% 100.00%

 
The provision for payments in lieu of current income taxes of $1,324 thousand represents the amount that is payable 
to the OEFC with respect to current year earnings.  There is a balance due from the OEFC of $1,189 thousand (2009 
- $2,824 thousand due to the OEFC) included within accounts receivable or accounts payable and accrued charges 
on the Balance Sheet.  
 
Future Income Tax Assets and Liabilities 
 
Payments in lieu of future income tax assets and liabilities arise from differences between the carrying amounts and 
tax bases of the Company’s assets and liabilities.  The tax effects of these differences are as follows: 
 

December 31 (Canadian dollars in thousands) 
 

2010 2009 
Future income tax assets   
Employee future benefits other than pension expense in excess of cash payments 2,556 2,394 
Depreciation and amortization in excess of capital cost allowance                          2,085 1,732 
Regulatory amounts received but not recognized for accounting purposes            1,310 1,707   
Total future income tax assets 5,951 5,833 
Less: current portion 118 395 
 5,833 5,438 
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December 31 (Canadian dollars in thousands) 
 

2010 2009 
Future income tax liabilities   
Debt costs unamortized for accounting purposes 235 319 
Total future income tax liabilities 235 319 
Less: current portion - - 
 235 319 

 

December 31 (Canadian dollars in thousands) 
 

2010 2009 
Balance sheet classification of future income taxes   
Future income tax assets 5,951 5,833 
Less: future income tax liabilities 235  319 
Total balance sheet classification of future income tax assets 5,716 5,514   
Less: current portion 118 395 
 5,598 5,119 

 
 

6. FIXED ASSETS 
 
 
December 31 (Canadian dollars in thousands) 

 
Fixed Assets 

Accumulated 
Depreciation 

Construction 
In Progress Total

2010    
Generation 36,722 20,705 2,063 18,080
Distribution  7,237 1,562 228 5,903
Administration and service  7,095 1,747 57 5,405
 51,054 24,014 2,348 29,388
    
2009    
Generation  36,786 21,025 1,761 17,522
Distribution 6,790 1,457 56 5,389
Administration and service  6,603 1,814 601 5,390
 50,179 24,296 2,418 28,301

 
Financing costs are capitalized on fixed assets under construction, using the OEB’s approved allowance for funds 
used during construction, and were $126 thousand in 2010 (2009 - $156 thousand). 
 
 
7. REGULATORY ASSET AND LIABILITIES 
 
Regulatory assets and liabilities can arise as a result of the rate-setting process. Hydro One Remote Communities has 
recorded the following regulatory asset and liabilities: 

 
December 31 (Canadian dollars in thousands) 2010 2009 
Regulatory asset:   
  Environmental 8,292 9,421 
  Less: current portion 1,866 1,665 
 6,426 7,756 
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December 31 (Canadian dollars in thousands) 2010 2009 
Regulatory liabilities:   
  Regulatory future income tax liability 5,716 4,919 
  RRPR variance account 3,932 3,627 
Total regulatory liabilities 9,648 8,546 
Less: current portion 118 395 
 9,530 8,151 

 
Environmental  
 
The Company records a liability for the estimated future expenditures required to remediate past environmental 
contamination (Note 11).  Because such expenditures are expected to be recoverable in future rates, the Company has 
recorded an equivalent amount as a regulatory asset.  In 2010, the carrying value of the regulatory asset was reduced by 
$356 thousand to reflect a revaluation adjustment in the Company’s environmental liabilities.   
 
This environmental regulatory asset is amortized to results of operations based on the pattern of actual expenditures 
incurred.  The OEB has the discretion to examine and assess the prudence and the timing of recovery of all of the 
Company’s actual environmental expenditures.  In the absence of rate-regulated accounting, operation, maintenance 
and administration expenses would have been lower by $356 thousand (2009 – higher by $3 thousand).  In addition, 
amortization expense in 2010 would have been lower by $1,268 thousand (2009 - $983 thousand) and financing 
charges would have been higher by $495 thousand (2009 - $487 thousand). 
 
Regulatory Future Income Tax Liability 
 
Future income taxes are recognized on temporary differences between the carrying amount of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit.  The Company has 
recognized regulatory assets and liabilities which correspond to future income taxes that flow through the rate-making 
process.  In the absence of rate-regulated accounting, the Company’s provision for PILs would have been recognized 
using the liability method and there would be no regulatory accounts established for taxes to be recovered through 
future rates.  As a result the provision for PILs would have been lower by approximately $148 thousand (2009 – $1,180 
thousand) including the impact of a change in substantively enacted tax rates. 
 
RRPR Variance Account 
 
The Company has recognized a regulatory account representing remote rate protection amounts received that differ from 
amounts required to achieve a breakeven results of operations, after consideration of PILs.  In the absence of rate-
regulated accounting, revenue in 2010 would have been higher by $305 thousand (2009 - $7,008 thousand). 
 
 
8. LONG-TERM DEBT 
 
December 31 (Canadian dollars in thousands) 2010 2009 
Long-term debt 23,000 23,000 
Net unamortized debt discount (28) (29)
Unamortized transaction costs (105) (107)
 22,867 22,864 

 
Long-term debt represents a note issued on May 19, 2005 and payable to Hydro One. The note is denominated in 
Canadian dollars, bears interest at 5.38% and is due on May 20, 2036. The note was issued on maturity of a previous 
note in the same principal amount that was issued on April 1, 1999 in consideration of the purchase price of Hydro 
One Remote Communities’ net assets.  
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The debt discount and transaction costs represent unamortized costs allocated by Hydro One to each of its 
subsidiaries, including Hydro One Remote Communities, on the basis of each subsidiary’s proportionate share of 
Hydro One’s related debt issues.  
 
 
9. CARRYING AND FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
The carrying values of all financial instruments, except long-term debt, approximate fair value. The fair value of 
long-term debt, provided in the table below, is based on unadjusted year-end market prices for the same or similar 
debt of the same remaining maturity.  The fair value measurement of long-term debt is categorized as level 1 as the 
inputs used reflect quoted prices in an active market.  

 
December 31 (Canadian dollars in thousands) 2010 2009 

 
Carrying 

Value 
Fair  

Value 
Carrying 

Value 
Fair  

Value 
Long-term debt1 23,000 24,592 23,000 22,306 
1 The carrying amount of long-term debt represents the par value of the note. 

 

Exposure to market risk, credit risk and liquidity risk arises in the normal course of the Company’s business.   
 

Market Risk 
 
Market risk refers primarily to the risk of losses that result from changes in commodity prices, foreign exchange 
rates and interest rates.  The Company does not have commodity risk and foreign exchange risk is currently 
insignificant.  The Company is exposed to fluctuations in interest rates related to the interest charges passed on by 
Hydro One on the outstanding inter-company demand facility.  The Company is charged interest on overdraft inter-
company balances based on the bankers’ acceptance rate, plus 0.15%.   
 
Credit Risk 
 
Financial assets create credit risk that a counter-party will fail to discharge an obligation, causing a financial loss.  
In the year, the Company’s provision for bad debts decreased to $875 thousand (2009 - $1,511 thousand).  
Adjustments and write-offs were determined on the basis of a review of overdue accounts, taking into consideration 
historical experience.  As at December 31, 2010, approximately 50% of the Company’s accounts receivable was 
aged more than 60 days.  Sufficient allowances have been recorded to reflect the risk of potential credit losses. 
 
Liquidity Risk 
 
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due.  Short-term 
liquidity is provided through the inter-company demand facility currently available with Hydro One and funds 
generated from the Company’s operations.  The short-term liquidity available to the Company should be sufficient 
to fund normal operating requirements.  
  
As at December 31, 2010, accounts payable and accrued charges in the amount of $8,773 thousand (2009 - $9,451 
thousand) are expected to be settled in cash at the carrying amounts within the next year.   As at December 31, 
2010, the Company’s debt payable to Hydro One is $23,000 thousand.  The interest payments over the next twelve 
months related to that debt amount to $1,237 thousand.    
 

 
10. EMPLOYEE FUTURE BENEFITS 
 
Pension  
 
Hydro One has a contributory defined benefit pension plan covering all regular employees of Hydro One and its 
subsidiaries, except Hydro One Brampton Inc.  The Hydro One Pension Plan does not segregate assets in a separate 
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account for individual subsidiaries, nor is the cost of the benefit plans allocated to, or funded separately by, entities 
within the consolidated group. Accordingly, for purposes of these financial statements, the pension plan is 
accounted for as a defined contribution plan and no deferred pension asset or liability is recorded. 
 
Hydro One’s pension plan provides benefits based on highest three-year average pensionable earnings. For new 
management employees who commenced employment on or after January 1, 2004, and for new Society of Energy 
Professionals hired after November 17, 2005, benefits are based on highest five-year average pensionable earnings. 
After retirement, pensions are indexed to inflation. The measurement date used to determine plan assets and the 
accrued benefit obligation is December 31.  Based on the actuarial valuation filed with the Financial Services 
Commission of Ontario (FSCO) in September 2010, effective for December 31, 2009, Hydro One contributed $193 
million to its pension plan in respect of 2010 (2009 - $112 million), $145 million of which is required to satisfy 
minimum funding requirements. Hydro One made an additional payment of $48 million in December 2010.  
Contributions are payable one month in arrears.  All of the contributions are expected to be in the form of cash.  
Contributions after 2012 will be based on an actuarial valuation effective December 31, 2012 and will depend on 
future investment returns, and changes in benefits or actuarial assumptions.   
 
Total cash payments for employee future benefits made in 2010, consisting of cash contributed by Hydro One to its 
funded pension plan and cash payments directly to beneficiaries for its unfunded other benefit plans was $233 million 
(2009 - $155 million). 
 
Employee Future Benefits other than Pension 
 
During the year ended December 31, 2010, Hydro One Remote Communities charged $512 thousand (2009 - $460 
thousand) of employee future benefits other than pension costs to results of operations and capitalized $176 thousand 
(2009 - $190 thousand) as part of the cost of fixed assets. Benefits paid by Hydro One Remote Communities were $258 
thousand (2009 - $266 thousand). The liabilities, including the current portion, associated with employee future benefits 
other than pension for Hydro One Remote Communities at December 31, 2010 were $7,617 thousand (2009 - $7,187 
thousand). 
 
A detailed description of employee future benefits is provided in Note 12 of the Consolidated Financial Statements of 
Hydro One for the year ended December 31, 2010. 
 
 
11. ENVIRONMENTAL LIABILITIES  
 
December 31 (Canadian dollars in thousands) 2010 2009 
Environmental liabilities, January 1 9,421 9,914 
Interest accretion 495 487 
Expenditures (1,268) (983)
Revaluation adjustment  (356) 3 
Environmental liabilities, December 31 8,292 9,421 
Less: current portion  (1,866) (1,665)
 6,426 7,756 

 
Estimated future environmental expenditures for each of the five years subsequent to December 31, 2010 and in total 
thereafter are as follows: 2011 - $1,866 thousand; 2012 - $2,268 thousand; 2013 - $2,401 thousand; 2014 - $1,520 
thousand; 2015 - $622 thousand; and thereafter - $nil. 
 
Consistent with its accounting policy for environmental costs, the Company records a liability for the estimated 
future expenditures associated with the Company’s land assessment and remediation (LAR) program. The 
Company’s LAR liability is based on management’s best estimate of the present value of the future expenditures 
expected to be required to comply with existing regulations. The revaluation adjustments in 2009 and 2010 were the 
result of net changes in the estimated timing and amount of future expenditures. 
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There are uncertainties in estimating future environmental expenditures due to potential external events such as 
changing legislation or regulations and advances in remediation technologies.  All factors used in estimating the 
Company’s environmental liabilities represent management’s best estimates of the present value costs required to 
meet existing legislation or regulations.  However, it is reasonably possible that numbers or volumes of 
contaminated assets, cost estimates to perform work, inflation assumptions and the assumed pattern of annual cash 
flows may differ significantly from the Company’s current assumptions.  Estimated environmental liabilities are 
reviewed annually or more frequently if significant changes in regulation or other relevant factors occur. Estimate 
changes are accounted for prospectively. 
 
In determining the amounts to be recorded as environmental liabilities, the Company estimates the current cost of 
completing required work and makes assumptions as to when the future expenditures will actually be incurred, in 
order to generate future cash flow information. A long-term inflation assumption of approximately 2% has been 
used to express these current cost estimates as estimated future expenditures. Future environmental expenditures 
have been discounted using factors ranging from 4.87% to 6.25%, depending on the appropriate rate for the period 
when the obligations were first recorded.  
 
 
12. SHARE CAPITAL 
 
The Company is authorized to issue an unlimited number of common shares.  The Company does not pay dividends 
under its breakeven business model. 
 
 
13. RELATED PARTY TRANSACTIONS 

 
The Province and Successor Corporations to Ontario Hydro 
 
The Province, OEFC, and IESO are related parties of Hydro One, and therefore, of Hydro One Remote 
Communities. In addition, the OEB is related to the Company by virtue of its status as a Provincial Crown 
Corporation. Transactions between these parties and Hydro One Remote Communities were as follows:  
 
Hydro One Remote Communities receives amounts for remote rate protection from customer revenue collected by the 
IESO. Remote rate protection amounts received for the year ended December 31, 2010 were $27,549 thousand (2009 - 
$30,930 thousand).  Consistent with the breakeven business model, $27,244 thousand was recognized as revenue in 
2010 (2009 - $23,922 thousand).  The balance of the remote rate protection amounts received totaled $305 thousand 
(2009 - $7,008).  These amounts were charged to the RRPR variance account. 
 
The provision for PILs was paid or payable to the OEFC. 
 
The amounts due from/to related parties as a result of the transactions referred to above are as follows: 
 

December 31 (Canadian dollars in thousands) 2010 2009 
Accounts receivable 1,189 - 
Accounts payable and accrued charges - (1,465) 

 
Hydro One and Subsidiaries 
 
Hydro One Remote Communities provides services to, and receives services from, Hydro One and its subsidiaries. 
Amounts due to and from Hydro One and its subsidiaries are settled through the inter-company demand facility. 
 
Hydro One Remote Communities has service level agreements with Hydro One and its subsidiaries related to the 
provision of shared corporate functions such as legal, financial and human resources services, as well as operational 
services such as environmental, forestry and line services. Operation, maintenance and administration costs include 
$2,533 thousand (2009 - $2,298 thousand) related to these services provided by Hydro One Networks Inc.  In addition, 
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revenue includes $267 thousand (2009 - $93 thousand) for services provided to Hydro One and its subsidiaries.     
 
The long-term debt of the Company represents a note due to Hydro One. Financing charges include interest expense 
on this debt in the amount of $1,237 thousand (2009 - $1,237 thousand). Balances receivable or payable under the 
inter-company demand facility are due from or due to Hydro One. Financing charges include interest revenue on this 
facility in the amount of $41 thousand (2009 - $19 thousand expense). 
 
 
14. STATEMENTS OF CASH FLOWS 
 
The changes in non-cash balances related to operations consist of the following:  

 
Year ended December 31 (Canadian dollars in thousands) 2010 2009 
Accounts receivable decrease   405 1,937 
Income taxes receivable increase (1,189) - 
Fuel, materials and supplies increase  (37) (241)
Long-term accounts receivable decrease  845 441 
Accounts payable and accrued charges (decrease)  increase  (230) 1,073 
Employee future benefits other than pension increase  430 384 
Other  16 (14)
 240 3,580 

 

Supplementary information:  
Net interest paid on long-term debt and inter-company demand facility 1,196 1,256 

 
The Company does not make any payments in lieu of corporate income taxes as a result of using the cost recovery 
model applied to achieve after tax breakeven results of operations. 
 
 
15. CONTINGENCY 
 
The transfer orders by which Hydro One Remote Communities acquired Ontario Hydro’s remote communities business 
on April 1, 1999 did not result in a transfer of title to some generation and distribution assets located on lands held for 
bands or bodies of Indians under the Indian Act (Canada).  Currently, OEFC holds these assets.   
 
Under the terms of the transfer order, the Company is required to manage these assets until the Company has obtained 
all consents necessary to complete the transfer of title of these assets to the Company.  If the Company cannot obtain 
consents from the Indian bands and bodies, OEFC will continue to hold these assets for an indefinite period of time.  
 
 
16. SUBSEQUENT EVENTS 
 
On March 28, 2011, the OEB issued its decision regarding the Company’s 2011 cost-of-service rate application.  
The OEB approved the submission on the basis of the OEB’s third-generation incentive regulation mechanism 
policies.  The revised rates were approved with an implementation date of May 1, 2011 and reflect an increase of 
approximately 0.38% on an average residential customer’s overall monthly bill. 
 
 
17. COMPARATIVE FIGURES 
 
The comparative financial statements have been reclassified from statements previously presented to conform to the 
presentation of the December 31, 2010 financial statements. 
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To the Directors of Hydro One Remote Communities Inc. 
 
We have audited the accompanying financial statements of Hydro One Remote Communities Inc., which comprise 
the balance sheets as at December 31, 2011, the statements of operations and comprehensive income and 
accumulated other comprehensive income, and cash flows for the year then ended, and notes, comprising a 
summary of significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
Canadian generally accepted accounting principles, and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error.  
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We conducted our 
audits in accordance with Canadian generally accepted auditing standards.  Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the  
financial statements.  The procedures selected depend on our judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, 
we consider internal control relevant to the entity’s preparation and fair presentation of the  financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.   
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion  
 
In our opinion, the  financial statements present fairly, in all material respects, the financial position of Hydro One 
Remote Communities Inc. as at December 31, 2011, and the results of its operations and its cash flows for the year 
then ended in accordance with Canadian generally accepted accounting principles.  
 

 
 
 
Chartered Accountants, Licensed Public Accountants  
 
      
Toronto, Canada 
April 2, 2012 
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Years ended December 31 (Canadian dollars in thousands) 2011 2010 
   
Revenues (Note 13) 43,472 42,034 
   
Costs   
 Operation, maintenance and administration (Note 13) 15,610 14,598 
 Fuel used for electric generation 22,161 20,757 
 Depreciation and amortization (Note 3) 4,694 4,242 
  42,465 39,597 
   
Income before financing charges and provision for 
 payments in lieu of corporate income taxes 1,007 2,437 
Financing charges (Notes 4 and 13) 1,134 1,113 
   
Income before provision for payments in lieu of corporate income taxes (127) 1,324 
(Recovery of) provision for  payments in lieu of corporate income taxes (Notes 5 
and 13) (127) 1,324 
Net income - - 
   
Other comprehensive income 11 11 
Comprehensive income 11 11 
 
 
 
STATEMENTS OF ACCUMULATED OTHER COMPREHENSIVE INCOME  
 
 
Years ended December 31 (Canadian dollars in thousands) 2011 2010 
Accumulated other comprehensive income, January 1 (605) (616)
Other comprehensive income  11 11 
Accumulated other comprehensive income, December 31 (594) (605)
 
See accompanying notes to Financial Statements. 
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December 31 (Canadian dollars in thousands) 2011 2010 
Assets   
Current assets:   
  Inter-company demand facility (Note 13) - 2,849 
  Accounts receivable (net of allowance for doubtful  
    accounts - $430; 2010 - $825) (Note 13)  3,935 4,482 
  Regulatory assets (Note 7) 3,402 1,866 
  Fuel, materials and supplies 2,817 2,154 
  Income tax receivable 163 1,189 
  Future income tax assets (Note 5) 107 118 
  10,424 12,658 
Fixed assets (Note 6):   
  Fixed assets in service 52,622 49,521 
  Less: accumulated depreciation 24,128 24,014 
  28,494 25,507 
  Construction in progress 3,679 2,348 
  Future use components and spares 1,550 1,533 
  33,723 29,388 
Other long-term assets:   
  Regulatory assets (Note 7) 11,177 6,426 
  Future income tax assets (Note 5) 5,667 5,598 
  Long-term accounts receivable (net of allowance for doubtful 
    accounts - $228; 2010 - $50)  369 552 
 17,213 12,576 
Total assets 61,360 54,622 
 
See accompanying notes to Financial Statements. 
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December 31 (Canadian dollars in thousands) 2011 2010
Liabilities   
Current liabilities:   
  Inter-company demand facility (Note 13) 2,212 - 
  Accounts payable and accrued charges 8,793 8,827 
  Regulatory liabilities (Note 7) 107 118 
  Accrued interest 142 142 
 11,254 9,087 
   
Long-term debt (Notes 8, 9 and 13) 22,870 22,867 
   

Other long-term liabilities:   
Regulatory liabilities (Note 7) 8,765 9,530 
Employee future benefits other than pension (Note 10)  7,888 7,317 
Environmental liabilities (Note 11) 11,177 6,426 

27,830 23,273 
Total liabilities 61,954 55,227 
   

Contingency (Note 15)   
   

Shareholder’s deficit     
Common shares (authorized: unlimited; issued 2) (Note 12) - - 
Retained earnings  - - 
Accumulated other comprehensive income (594) (605)
Total shareholder’s deficit   (594) (605)

Total liabilities and shareholder's deficit  61,360 54,622 
 
See accompanying notes to Financial Statements. 
 
 
 
 
 
 
On behalf of the Board:  
 
   
 
 
 
 
 

Laura Formusa Myles D’Arcey 
Chair  Director 
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Year ended December 31 (Canadian dollars in thousands) 2011 2010 
  
Operating activities   
Net income  - - 
Environmental expenditures (1,017) (1,268)
Adjustments for non-cash items:   
  Depreciation and amortization (excluding removal costs) 3,926 4,083 
  Gain on disposition of fixed assets - (112)
  Remote rate protection revenue variance account (834) 305 
  Loss on interest rebate swap agreements 12 12 
  Amortization of debt costs 2 2 
  2,089 3,022 
Changes in non-cash balances related to operations (Note 14) 96 240 
Net cash from operating activities 2,185 3,262 
   
Investing activities   
Capital expenditures  (7,229) (3,598)
Future use assets  (17) (208)
Net cash used in investing activities (7,246) (3,806)
   
Net change in inter-company demand facility (5,061) (544)
Inter-company demand facility, January 1 2,849 3,393 
Inter-company demand facility, December 31 (2,212) 2,849 
 
See accompanying notes to Financial Statements. 
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1. DESCRIPTION OF THE BUSINESS 
 
Hydro One Remote Communities Inc. (Hydro One Remote Communities or the Company) was incorporated on August 
18, 1998 under the Business Corporations Act (Ontario), and is a wholly owned subsidiary of Hydro One Inc. (Hydro 
One).  Hydro One Remote Communities operates 19 small electrical, generation and distribution systems in remote 
northern communities that are not connected to Ontario’s electricity grid. The Company's business is regulated by the 
Ontario Energy Board (OEB). 

 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
 
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada 
(Canadian GAAP). The financial statements have been prepared using a cumulative breakeven business model and 
are for the specific use of the OEB. Certain amounts presented in these financial statements represent allocations 
from Hydro One that are subject to review and approval by the OEB. Consolidated financial statements of Hydro 
One for the year ended December 31, 2011 have been prepared and are publicly available. 
 
Rate-setting 
 
The Company’s electricity generation and distribution business is subject to regulation by the OEB. The OEB has 
the general power to include or exclude costs, revenues, losses or gains in the rates of a specific period, resulting in a 
change in the timing of accounting recognition from that which would have applied in an unregulated company. 
Such change in timing involves the application of rate-regulated accounting, giving rise to the recognition of 
regulatory assets and liabilities. The Company’s regulatory asset represents costs that have been deferred for 
accounting purposes because it is probable that they will be recovered in future rates.  In addition, the Company has 
recorded regulatory liabilities that represent amounts for expenses incurred in different periods than would have 
been the case had the Company been unregulated.  The Company continually assesses the likelihood of recovery of 
each of its regulatory asset and continues to believe that it is probable that the OEB will factor its regulatory asset 
and liabilities into the setting of future rates. If, at some future date, the Company judges that it is no longer probable 
that the OEB will include a regulatory asset or liability in future rates, the appropriate carrying amount will be 
reflected in results of operations in the period when the assessment is made.  The Company’s regulatory asset and 
liabilities are disclosed in Note 7. 
 
Revenue Recognition and the Remote Rate Protection Revenue Variance Account 
 
Revenues attributable to the generation and delivery of electricity are recognized at the time electricity is delivered to 
customers.     
 
In approving electricity rates for a distributor that delivers electricity to remote customers, the OEB is required to 
provide rate protection for prescribed classes of customers by reducing the electricity rates that would otherwise apply 
in accordance with rules established pursuant to the Ontario Energy Board Act, 1998.  Remote rate protection amounts 
are collected by the Independent Electricity System Operator (IESO) through a charge to all Ontario customers and are 
paid to distributors, such as Hydro One Remote Communities, in accordance with a regulation under the Ontario 
Energy Board Act, 1998.   
 
On November 4, 2009, the Company filed an application for 2010 rates under the OEB’s third generation Incentive 
Regulation Mechanism (IRM).  The OEB’s Decision of April 14, 2010 approved an increase in rates for the distribution 
and generation of electricity of 0.38% effective May 1, 2010.  This increase reflects the standard inflationary 
adjustments incorporated in the third generation IRM applications. 
 
Hydro One Remote Communities filed an application for 2011 rates under the OEB’s third generation Incentive 
Regulation Mechanism (IRM) on October 15, 2010.  The OEB’s decision of March 28, 2011 approved an increase in 
basic rates for the generation and distribution of electricity of 0.38% effective May 1, 2011.  The increase reflects the 
standard inflationary adjustments incorporated in the third generation IRM applications. 
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On November 25, 2011, an application for 2012 distribution rates was filed under the OEB’s third generation IRM 
seeking approval for an increase to basic rates for the distribution and generation of electricity of 0.38% effective May 
1, 2012.  
 
Consistent with the OEB’s Decision allowing the use of US GAAP as the rate setting and regulatory reporting 
framework for Hydro One Networks Inc.’s Transmission Business, on December 16, 2011 the Company submitted an 
application to adopt US GAAP as its basis for its own rate setting and regulatory reporting.  A decision is anticipated in 
the second quarter of 2012. 
 
Hydro One Remote Communities is regulated under a cost recovery model applied to achieve breakeven results of 
operations, after consideration of payments in lieu of corporate income taxes (PILs).  Any excess or deficiency in 
remote rate protection amounts necessary to lead to breakeven results of operations is added to, or drawn from, the 
Remote Rate Protection Revenue (RRPR) variance account.   
 
The balance in the RRPR variance account is subject to future review and disposition by the OEB.   
 
Corporate Income Taxes 
 
Under the Electricity Act, 1998, Hydro One Remote Communities is required to pay its PILs to the Ontario 
Electricity Financial Corporation (OEFC). These payments are calculated in accordance with the rules for computing 
income and other relevant amounts contained in the Income Tax Act (Canada) and the Taxation Act, 2007 (Ontario) 
(Corporations Tax Act (Ontario) prior to 2009) as modified by the Electricity Act, 1998 and related regulations. 
 
Current Income Taxes 
 
The provision for current taxes and the tax assets and liabilities recognized for the current and prior periods are 
measured at the amounts receivable from, or payable to, the OEFC.  
 
Future Income Taxes  
 
Future income taxes are provided for using the liability method and are recognized on temporary differences 
between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases 
used in the computation of taxable profit. 
 
Future income tax liabilities are generally recognized on all taxable temporary differences and future tax assets are 
recognized to the extent that it is more likely than not to be realized from taxable profits available against which 
deductible temporary differences can be utilized.   
 
Future income taxes are calculated at the tax rates that are expected to apply in the period when the liability is 
settled or the asset is realized, based on the tax rates (and tax laws) that have been enacted or substantively enacted 
by the balance sheet date. Future income taxes are charged or credited to the Statement of Operations and 
Comprehensive Income. 
 
The carrying amount of future income tax assets is reviewed at each balance sheet date and reduced to the extent 
that all or part of the future income tax assets have not met the “more likely than not” criterion.  Previously 
unrecognized future income tax assets are reassessed at each balance sheet date and are recognized to the extent that 
they have become more likely than not of being recovered from future taxable profits. 
 
The Company has recognized regulatory assets and liabilities which correspond to future income taxes that flow 
through the rate-making process.  
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Inter-company Demand Facility 
 
Hydro One maintains pooled bank accounts for its use and for the use of its subsidiaries. The inter-company demand 
facility represents the cumulative net effect of all deposits and withdrawals made by Hydro One Remote Communities 
to and from the pooled cash accounts. The Company earns interest on positive inter-company balances based on the 
average of the bankers’ acceptance rate at the beginning and end of each month, less 0.02%. Hydro One Remote 
Communities is charged interest on overdraft inter-company balances based on the same banker’s acceptance rate, plus 
0.15%. 
 
Fuel, Materials and Supplies 
 
Fuel is used in the generation of electricity. Materials and supplies represent consumables, spare parts and construction 
material held for internal construction and maintenance of fixed assets. These assets are carried at lower of average cost 
or net realizable value. 
 
Fixed Assets 
 
Fixed assets are capitalized at cost, which comprises materials, labour, engineering costs, overheads, depreciation on 
service equipment and the OEB-approved allowance for funds used during construction. 
 
Fixed assets in service consist of generation, distribution and administration and service assets.  Fixed assets also 
include future use assets such as major components and spare parts.   
 
Some of the Company’s generation and distribution assets, particularly those located on unowned easements and 
rights-of-way, may have asset retirement obligations, conditional or otherwise.  The majority of the Company’s 
easements and rights-of-way are either of perpetual duration or are automatically renewed annually.  Land rights 
with finite terms are generally subject to extension or renewal.  As the Company expects to use the majority of its 
installed assets in perpetuity, no asset retirement obligation exists.  If, at some future date, a particular site is shown 
not to meet the perpetuity assumption, it will be reviewed to determine if an asset retirement obligation exists.   If it 
becomes possible to estimate the fair value cost of disposing of assets that the Company is legally required to 
remove, a related asset retirement obligation will be recognized at that time. 
 
Generation 
 
Generation assets are used in the generation of electricity and include hydroelectric equipment, wind turbines, diesel 
generators and tank farms.  
 
Distribution 
 
Distribution assets are used in the distribution of low-voltage electricity and include lines, poles, switches, transformers, 
protective devices and metering systems. 
 
Administration and Service 
 
Administration and service assets include administrative buildings, personal computers, transport and work equipment, 
tools, vehicles and minor fixed assets. 
 
Construction in Progress 
 
Overhead costs, including shared corporate functions and services costs, are capitalized on a fully allocated basis, 
consistent with an OEB-approved methodology. Financing costs are capitalized on fixed assets under construction 
based on the OEB’s approved allowance for funds used during construction (2011 – 4.20%; 2010 – 4.34%).   
 
Depreciation 
 
The capital costs of fixed assets are depreciated on a straight-line basis, except for transport and work equipment, which 
is depreciated on a declining balance basis.  
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The Company periodically undergoes an external review of its fixed asset depreciation rates, as required by the 
OEB. Any changes arising from the periodic review of asset service lives are implemented on a remaining service 
life basis consistent with their inclusion in rates. The last review resulted in changes to rates effective January 1, 
2007.  A summary of the depreciation rates for the various classes of assets is included below: 
 

 Depreciation rates (%) 
 Range Average 
Generation 1% - 13% 6% 
Distribution 1% - 10% 3% 
Administration and service 3% - 20% 3% 

 
In accordance with group depreciation practices, the original cost of normal fixed asset retirements is charged to 
accumulated depreciation, with no gain or loss reflected in current results of operations. Gains and losses on sales of 
fixed assets and losses on premature retirements are charged to results of operations as adjustments to depreciation 
expense. Depreciation expense also includes the costs incurred to remove fixed assets where no asset retirement 
obligation has been recorded.  
 
Discounts and Premiums 
 
Discounts and premiums allocated by Hydro One based on Hydro One Remote Communities’ proportionate share of the 
relevant Hydro One debt issue are amortized over the term of the related debt using the effective interest method. 
 
Financial Instruments 
 
Comprehensive Income 
 
Comprehensive income is composed of the Company’s net income and other comprehensive income (OCI). OCI 
includes the amortization of hedging losses on the Company’s proportionate share of discontinued Hydro One cash 
flow hedges.  The Company amortizes its hedging losses on discontinued cash flow hedges to financing charges 
using the effective interest method over the term of the allocated hedged debt.   
 
Financial Assets and Liabilities 
 
All financial instruments are classified into one of the following five categories: held-to-maturity investments, loans 
and receivables, held-for-trading, other liabilities or available-for-sale. All financial instruments are classified as 
loans and receivables or other financial liabilities and are measured at amortized cost. The Company has classified 
its financial instruments as follows: 
  
 Accounts Receivable Loans and receivables 
 Long-term accounts receivable  Loans and receivables 
 Inter-company demand facility Other liabilities 
 Accounts payable Other liabilities 
 Long-term debt Other liabilities 
 
Derivatives and Hedge Accounting 
 
The Company does not engage in derivative trading or speculative activities and has no derivative instruments 
outstanding as of December 31, 2011. 
 

However Hydro One Inc., the holding company, periodically develops hedging strategies for execution taking into 
account risk management objectives.  At the inception of a hedging relationship, Hydro One’s documentation 
includes its risk management objective for establishing the hedging relationship, the identification of the hedged and 
hedging item, the nature of the specific risk exposure being hedged and the method for assessing effectiveness of 
the hedging relationship.  Hydro One also assesses, both at the inception of the hedge and on an ongoing basis, 
whether the hedged items that are being used are effective in offsetting changes in fair values or cash flows of 
hedged items.    
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Comprehensive Income 
 
Comprehensive income is comprised of Remotes’ net income and OCI.  OCI includes the monthly amortization of 
net unamortized hedging gains or losses on the Company’s proportionate share of the realized gains or losses on 
Hydro One’s advance rate setting hedges. 
 
Transaction Costs  
 
Transaction costs for financial assets and liabilities that are other than held-for-trading are based on Hydro One 
Remote Communities’ proportionate share of the relevant Hydro One transaction and are added to the carrying 
value of the asset or liability. Transaction costs are amortized over the expected life of the instrument using the 
effective interest method.  
 
Employee Future Benefits 
 
Employee future benefits provided by Hydro One Remote Communities include pension, group life insurance, health 
care and long-term disability. 
 
In accordance with the OEB’s rate orders, pension costs are recorded when employer contributions are paid to the 
pension fund in accordance with the Pension Benefits Act (Ontario). Actuarial valuations are conducted at least 
every three years.  Pension costs are also calculated on an accrual basis.  Pension costs are actuarially determined 
using the projected benefit method prorated on service and based on assumptions that reflect management’s best 
estimate of the effect of future events, including future compensation increases, on the actuarial present value of 
accrued pension benefits. Pension plan assets, consisting primarily of listed equity securities as well as corporate and 
government debt securities, are valued using fair values. Past service costs from plan amendments and all actuarial 
gains or losses are amortized on a straight-line basis over the expected average remaining service life of the 
employees covered. 
 
Employee future benefits other than pension are recorded on an accrual basis. Costs are determined by independent 
actuaries using the projected benefit method prorated on service and based on assumptions that reflect 
management’s best estimates. Past service costs from plan amendments and actuarial gains or losses are amortized 
on a straight-line basis over the expected average remaining service life of the employees covered.  
 
Employee future benefits costs are attributed to labour and charged to operations or capitalized as part of the cost of 
fixed assets. 
 
Environmental Costs  
 
The Company records a liability for the estimated future expenditures associated with the assessment and 
remediation of contaminated lands based on the present value of these estimated future expenditures. As the 
Company anticipates that the related expenditures will continue to be recoverable in future rates, a regulatory asset 
has been recorded to reflect the future recovery of these expenditures from customers. Hydro One Remote 
Communities reviews its estimates of future environmental expenditures on an ongoing basis. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses for the year. 
Actual results could differ from the estimates, including changes as a result of future decisions made by the OEB or 
the Province of Ontario (the Province). 
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Emerging Accounting Changes  
 
Accounting Framework 
 
The Company previously anticipated it would apply International Financial Reporting Standards (IFRS) to the 
Financial Statements of its regulated businesses for fiscal periods beginning on or after January 1, 2012.  In the 
absence of a definitive plan for a new project to consider the issuance of a rate-regulated accounting standard by the 
International Accounting Standards Board, Hydro One began evaluating the option of adopting US GAAP in lieu of 
IFRS in the first quarter of this year.  On July 7, 2011, Hydro One filed an application with the Ontario Securities 
Commission (OSC) for exemptive relief from the requirements of section 3.2 of National Instrument 52-107 
Acceptable Accounting Policies and Auditing Standards that would otherwise require it to file Financial Statements 
based on IFRS starting with reporting periods commencing after January 1, 2012. Hydro One’s application 
requested approval to instead adopt US GAAP, without becoming a Securities and Exchange Commission 
registrant, for its 2012, 2013 and 2014 fiscal years. On July 21, 2011, the OSC approved Hydro One’s application 
and granted it the requested exemptive relief. Hydro One’s Board of Directors has approved a resolution authorizing 
it to report under US GAAP.   
 
As a result, the Company, as a subsidiary of Hydro One, will prepare its December 31, 2012 Financial Statements 
based on US GAAP with two years of comparative restatement.  The Company’s opening US GAAP Balance Sheet 
will be based on a retrospective application of US GAAP. The Company anticipates that its current application of 
Canadian GAAP for rate-regulated activities will generally be consistent with US GAAP.  Any differences between 
Canadian and US GAAP and their impact on the Company’s Financial Statements will be assessed as part of the 
Company’s US GAAP conversion project.   
 
On December 16, 2011, the Company submitted an application to the OEB asking for approval to adopt US GAAP 
as its approved basis for rate-setting and regulatory accounting and reporting in preference to modified IFRS. 
 
 
3. DEPRECIATION AND AMORTIZATION 
 
Year ended December 31 (Canadian dollars in thousands) 2011 2010 
Depreciation of fixed assets in service 2,909 2,815 
Fixed asset removal costs  768 271 
Gain on disposition of fixed assets - (112)
Amortization of regulatory assets 1,017 1,268 
 4,694 4,242 
 
 
4. FINANCING CHARGES 
 
Year ended December 31 (Canadian dollars in thousands) 2011 2010
Interest on long-term debt payable 1,237 1,237
Interest expense (income) on inter-company demand facility 19 (41)
Amortization of debt costs 2 2
Loss on interest rebate swap agreements 12 12
Other 30 29
Less:  interest capitalized on construction in progress 166 126
 1,134 1,113
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5. PROVISION FOR PAYMENTS IN LIEU OF CORPORATE INCOME TAXES 
 
The provision for PILs differs from the amount that would have been recorded using the combined Canadian 
Federal and Ontario statutory income tax rate. The reconciliation between the statutory and effective tax rates is 
provided as follows: 
 
(Canadian dollars in thousands) 2011 2010 
(Loss) Income  before provision for PILs (127) 1,324 
Federal and Ontario statutory income tax rate 28.25% 31.00%
(Recovery of) provision for PILs at statutory rate (36) 410 
   

Increase (decrease) resulting from:   
Net temporary differences included in amounts charged to customers:   
  Depreciation and amortization in excess of capital cost allowance 585 1,181 
  Environmental expenditures (287) (393)
  Overhead capitalized for accounting purposes but deducted for tax purposes (138) (108)
  Employee future benefits other than pension expense in excess of cash 
  payments 

86 79 

  RRPR variance account (236) 69 
  Interest capitalized for accounting purposes but deducted for tax purposes (47) (39)
  Pension contributions in excess of pension expense (88) - 
  Other 4 15 
Net temporary differences (121) 804 
Net permanent differences 30 110 
Total income tax (recovery of) provision for PILs (127) 1,324 
   
Current income tax provision for PILs (127) 1,324 
Future income tax provision for PILs - - 
Total income tax (recovery of) provision for PILs  (127) 1,324 
Effective income tax rate 100% 100%
 
The recovery of  payments in lieu of current income taxes of $127 thousand represents the amount that is 
recoverable from the OEFC with respect to current year earnings.  There is a balance receivable from the OEFC of 
$163 thousand (2010 - $1,189 thousand).  
 
Future Income Tax Assets and Liabilities 
 
Payments in lieu of future income tax assets and liabilities arise from differences between the carrying amounts and 
tax bases of the Company’s assets and liabilities.  The tax effects of these differences are as follows: 

December 31 (Canadian dollars in thousands) 
 

2011 2010
Future income tax assets   
Employee future benefits other than pension expense in excess of cash payments 2,736 2,556 
Depreciation and amortization in excess of capital cost allowance                          2,237 2,085 
Regulatory amounts received but not recognized for accounting purposes            1,032 1,310 
Total future income tax assets 6,005 5,951 
Less: current portion 107 118 
 5,898 5,833 
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December 31 (Canadian dollars in thousands) 
 

2011 2010
Future income tax liabilities   
Debt costs unamortized for accounting purposes 231 235 
Total future income tax liabilities 231 235 
Less: current portion - - 
 231 235 

 

December 31 (Canadian dollars in thousands) 
 

2011 2010
Balance sheet classification of future income taxes   
Future income tax assets 6,005 5,951 
Future income tax liabilities (231) (235)
Total balance sheet classification of future income tax assets 5,774 5,716 
Less: current portion 107 118 
 5,667 5,598 

 
 

6. FIXED ASSETS 
 
 
December 31 (Canadian dollars in thousands) 

 
Costs 

Accumulated 
Depreciation 

Construction 
In Progress 

 
Total 

2011     
Generation 38,259 20,895 2,966 20,330 
Distribution  7,485 1,612 202 6,075 
Administration and service  8,428 1,621 511 7,318 
 54,172 24,128 3,679 33,723 
     
2010     
Generation  36,722 20,705 2,063 18,080 
Distribution 7,237 1,562 228 5,903 
Administration and service  7,095 1,747 57 5,405 
 51,054 24,014 2,348 29,388 

 
Financing costs are capitalized on fixed assets under construction, using the OEB’s approved allowance for funds 
used during construction, and were $166 thousand in 2011 (2010 - $126 thousand). 
 
 
7. REGULATORY ASSET AND LIABILITIES 
 
Regulatory assets and liabilities can arise as a result of the rate-setting process. Hydro One Remote Communities has 
recorded the following regulatory asset and liabilities: 

 
December 31 (Canadian dollars in thousands) 2011 2010 
Regulatory asset:   
  Environmental 14,579 8,292 
  Less: current portion 3,402 1,866 
 11,177 6,426 
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December 31 (Canadian dollars in thousands) 2011 2010
Regulatory liabilities:   
  Future income tax regulatory liability 5,774 5,716 
  RRPR variance account 3,098 3,932 
Total regulatory liabilities 8,872 9,648 
Less: current portion 107 118 
 8,765 9,530 

 
Environmental  
 
The Company records a liability (Note 11) for the estimated future expenditures required to remediate past 
environmental contamination.  Because such expenditures are expected to be recoverable in future rates, the Company 
has recorded an equivalent amount as a regulatory asset.  In 2011, the carrying value of the regulatory asset was 
increased by $7,043 thousand to reflect a revaluation adjustment in the Company’s environmental liabilities.   
 
This environmental regulatory asset is amortized to results of operations based on the pattern of actual expenditures 
incurred.  The OEB has the discretion to examine and assess the prudence and the timing of recovery of all of the 
Company’s actual environmental expenditures.  In the absence of rate-regulated accounting, operation, maintenance 
and administration expenses would have been lower by $7,043 thousand (2010 - higher by $356 thousand).  In 
addition, amortization expense in 2011 would have been lower by $1,017 thousand (2010 - $1,268 thousand) and 
financing charges would have been higher by $261 thousand (2010 - $495 thousand). 
 
Future Income Tax Regulatory Liability 
 
Future income taxes are recognized on temporary differences between the carrying amount of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit.  The Company has 
recognized regulatory assets and liabilities which correspond to future income taxes that flow through the rate-making 
process.  In the absence of rate-regulated accounting, the Company’s provision for PILs would have been recognized 
using the liability method and there would be no regulatory accounts established for taxes to be recovered through 
future rates.  As a result, the provision for PILs would have been lower by approximately $154 thousand (2010 – $148 
thousand) including the impact of a change in substantively enacted tax rates. 
 
RRPR Variance Account 
 
The Company has recognized a regulatory account representing remote rate protection amounts received that differ from 
amounts required to achieve a breakeven results of operations, after consideration of PILs.  In the absence of rate-
regulated accounting, revenue in 2011 would have been lower by $835 thousand (2010 – higher by $305 thousand). 
 
 
8. LONG-TERM DEBT 
 
December 31 (Canadian dollars in thousands) 2011 2010 
Long-term debt 23,000 23,000 
Net unamortized debt discount (28) (28)
Unamortized transaction costs (102) (105)
 22,870 22,867 

 
Long-term debt represents a note issued on May 19, 2005 and payable to Hydro One. The note is denominated in 
Canadian dollars, bears interest at 5.38% and is due on May 20, 2036. The note was issued on maturity of a previous 
note in the same principal amount that was issued on April 1, 1999 in consideration of the purchase price of Hydro 
One Remote Communities’ net assets.  
 
The unamortized debt discount and transaction costs represent costs allocated by Hydro One to each of its 
subsidiaries, including Hydro One Remote Communities, on the basis of each subsidiary’s proportionate share of 
Hydro One’s related debt issues.  
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9. CARRYING AND FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
The carrying values of all financial instruments, except long-term debt, approximate fair value. The fair value of 
long-term debt, provided in the table below, is based on unadjusted year-end market prices for the same or similar 
debt of the same remaining maturity.  The fair value measurement of long-term debt is categorized as level 1 as the 
inputs used reflect quoted prices in an active market.  

 
December 31 (Canadian dollars in thousands) 2011 2010 

 
Carrying 

Value 
Fair  

Value 
Carrying 

Value 
Fair  

Value 
Long-term debt1 23,000 27,844 23,000 24,592 
1 The carrying value  of long-term debt represents the par value of the note. 

 

Exposure to market risk, credit risk and liquidity risk arises in the normal course of the Company’s business.   
 

Market Risk 
 
Market risk refers primarily to the risk of losses that result from changes in commodity prices, foreign exchange 
rates and interest rates.  The Company does not have commodity risk and foreign exchange risk is currently 
insignificant.  The Company is exposed to fluctuations in interest rates related to the interest charges passed on by 
Hydro One on the outstanding inter-company demand facility.  The Company is charged interest on overdraft inter-
company balances based on the bankers’ acceptance rate, plus 0.15%.   
 
Credit Risk 
 
Financial assets create credit risk that a counter-party will fail to discharge an obligation, causing a financial loss.  
In the year, the Company’s provision for bad debts decreased to $658 thousand (2010 - $875 thousand).  
Adjustments and write-offs were determined on the basis of a review of overdue accounts, taking into consideration 
historical experience.  As at December 31, 2011, approximately 32% of the Company’s accounts receivable was 
aged more than 60 days.  Sufficient allowances have been recorded to reflect the risk of potential credit losses. 
 
Liquidity Risk 
 
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due.  Short-term 
liquidity is provided through the inter-company demand facility currently available with Hydro One and funds 
generated from the Company’s operations.  The short-term liquidity available to the Company should be sufficient 
to fund normal operating requirements.  
  
As at December 31, 2011, accounts payable and accrued charges in the amount of $8,793 thousand (2010 - $8,827 
thousand) are expected to be settled in cash at the carrying amounts within the next year.   As at December 31, 
2011, the Company’s debt payable to Hydro One is $23,000 thousand.  The interest payments over the next twelve 
months related to that debt amount to $1,237 thousand.    
 
 
10. EMPLOYEE FUTURE BENEFITS 
 
Pension  
 
Hydro One has a contributory defined benefit pension plan covering all regular employees of Hydro One and its 
subsidiaries, except Hydro One Brampton Inc.  The Hydro One Pension Plan does not segregate assets in a separate 
account for individual subsidiaries, nor is the cost of the benefit plans allocated to, or funded separately by, entities 
within the consolidated group. Accordingly, for purposes of these financial statements, the pension plan is 
accounted for as a defined contribution plan and no deferred pension asset or liability is recorded. 
 
Hydro One’s pension plan provides benefits based on highest three-year average pensionable earnings. For new 
management employees who commenced employment on or after January 1, 2004, and for new Society of Energy 
Professionals hired after November 17, 2005, benefits are based on highest five-year average pensionable earnings.  
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After retirement, pensions are indexed to inflation. The measurement date used to determine plan assets and the 
accrued benefit obligation is December 31.  Based on the actuarial valuation filed with the Financial Services 
Commission of Ontario (FSCO) in September 2010, effective for December 31, 2009, Hydro One contributed $152 
million to its pension plan in respect of 2011 (2010 - $193 million), $148 million of which is required to satisfy 
minimum funding requirements (2010 - $145 million).  Hydro One made an additional payment of $48 million in 
December 2010 and an additional payment in 2011 of $4 million related to a partial plan wind-up.  Contributions 
are payable one month in arrears.  All of the contributions are expected to be in the form of cash.  Future 
contributions will depend on future investment returns, and changes in benefits or actuarial assumptions.   
 
Total cash payments for employee future benefits made in 2011, consisting of cash contributed by Hydro One to its 
funded pension plan and cash payments directly to beneficiaries for its unfunded other benefit plans was $195 million 
(2010 - $233 million). 
 
Employee Future Benefits other than Pension 
 
During the year ended December 31, 2011, Hydro One Remote Communities charged $551 thousand (2010 - $512 
thousand) of employee future benefits other than pension costs to results of operations and capitalized $271 thousand 
(2010 - $176 thousand) as part of the cost of fixed assets. Benefits paid by Hydro One Remote Communities were $248 
thousand (2010 - $258 thousand). The liabilities, including the current portion, associated with employee future benefits 
other than pension for Hydro One Remote Communities at December 31, 2011 were $8,188 thousand (2010 - $7,617 
thousand). 
 
A detailed description of employee future benefits is provided in Note 12 of the Consolidated Financial Statements of 
Hydro One for the year ended December 31, 2011. 
 
 
11. ENVIRONMENTAL LIABILITIES  
 
December 31 (Canadian dollars in thousands) 2011 2010 
Environmental liabilities, January 1 8,292 9,421 
Interest accretion 261 495 
Expenditures (1,017) (1,268)
Revaluation adjustment  7,043 (356)
Environmental liabilities, December 31 14,579 8,292 
Less: current portion  3,402 1,866 
 11,177 6,426 

 
Estimated future environmental expenditures for each of the five years subsequent to December 31, 2011 and in total 
thereafter are as follows: 2012 - $3,402 thousand; 2013 - $2,603 thousand; 2014 - $1,401 thousand; 2015 - $1,468  
thousand; 2016 - $1,027 thousand; and thereafter - $5,519. 
 
Consistent with its accounting policy for environmental costs, the Company records a liability for the estimated 
future expenditures associated with the Company’s land assessment and remediation (LAR) program. The 
Company’s LAR liability is based on management’s best estimate of the present value of the future expenditures 
expected to be required to comply with existing regulations. The revaluation adjustments in 2010 and 2011 were the 
result of net changes in the estimated timing and amount of future expenditures. 
 
There are uncertainties in estimating future environmental expenditures due to potential external events such as 
changing legislation or regulations and advances in remediation technologies.  All factors used in estimating the 
Company’s environmental liabilities represent management’s best estimates of the present value costs required to 
meet existing legislation or regulations.  However, it is reasonably possible that numbers or volumes of 
contaminated assets, cost estimates to perform work, inflation assumptions and the assumed pattern of annual cash 
flows may differ significantly from the Company’s current assumptions.  Estimated environmental liabilities are 
reviewed annually or more frequently if significant changes in regulation or other relevant factors occur. Estimate 
changes are accounted for prospectively. 
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In determining the amounts to be recorded as environmental liabilities, the Company estimates the current cost of 
completing required work and makes assumptions as to when the future expenditures will actually be incurred, in 
order to generate future cash flow information. A long-term inflation assumption of approximately 2% has been 
used to express these current cost estimates as estimated future expenditures. Future environmental expenditures 
have been discounted using factors ranging from 3.57% to 6.25%, depending on the appropriate rate for the period 
when the obligations were first recorded.  
 
 
12. SHARE CAPITAL 
 
The Company is authorized to issue an unlimited number of common shares.  The Company does not pay dividends 
under its breakeven business model. 
 
 
13. RELATED PARTY TRANSACTIONS 

 
The Province and Successor Corporations to Ontario Hydro 
 
The Province, OEFC, and IESO are related parties of Hydro One, and therefore, of Hydro One Remote 
Communities. In addition, the OEB is related to the Company by virtue of its status as a Provincial Crown 
Corporation. Transactions between these parties and Hydro One Remote Communities were as follows:  
 
Hydro One Remote Communities receives amounts for remote rate protection from customer revenue collected by the 
IESO. Remote rate protection amounts received for the year ended December 31, 2011 were $27,549 thousand (2010 - 
$27,549 thousand).  Consistent with the breakeven business model, $28,384 thousand was recognized as revenue in 
2011 (2010 - $27,244 thousand).  The balance of the remote rate protection amounts received totaled $835 thousand and 
was drawn from the RRPR variance account.  In 2010, revenue exceeded amounts received by $305 thousand and was 
credited to the RRPR variance account. 
 
The amounts due from/to related parties as a result of the transactions referred to above are as follows: 
 

December 31 (Canadian dollars in thousands) 2011 2010 
Accounts receivable 163 1,189 
Accounts payable and accrued charges - - 
 
Hydro One and Subsidiaries 
 
Hydro One Remote Communities provides services to, and receives services from, Hydro One and its subsidiaries. 
Amounts due to and from Hydro One and its subsidiaries are settled through the inter-company demand facility. 
 
Hydro One Remote Communities has service level agreements with Hydro One and its subsidiaries related to the 
provision of shared corporate functions such as legal, financial and human resources services, as well as operational 
services such as environmental, forestry and line services. Operation, maintenance and administration costs include 
$1,918 thousand (2010 - $2,533 thousand) related to these services provided by Hydro One Networks Inc.  In addition, 
revenue includes $173 thousand (2010 - $267 thousand) for services provided to Hydro One and its subsidiaries.     
 
The long-term debt of the Company represents a note due to Hydro One. Financing charges include interest expense 
on this debt in the amount of $1,237 thousand (2010 - $1,237 thousand). Balances receivable or payable under the 
inter-company demand facility are due from or due to Hydro One. Financing charges include interest expense on this 
facility in the amount of $19 thousand (2010 - $41 thousand interest revenue). 
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14. STATEMENTS OF CASH FLOWS 
 
The changes in non-cash balances related to operations consist of the following:  

 
Year ended December 31 (Canadian dollars in thousands) 2011 2010 
Accounts receivable decrease   547 405 
Fuel, materials and supplies increase (663) (37)
Income taxes receivable decrease (increase)  1,026 (1,189)
Long-term accounts receivable decrease  183 845 
Accounts payable and accrued charges decrease  (1,570) (230)
Employee future benefits other than pension increase  571 430 
Other  2 16 
 96 240 
 

Supplementary information:   
Net interest paid on long-term debt and inter-company demand facility 1,256 1,196 
 
As a result of using the cost recovery model applied to achieve after tax breakeven results of operations, any PILs are 
fully recovered. 
 
 
15. CONTINGENCY 
 
The transfer orders by which Hydro One Remote Communities acquired Ontario Hydro’s remote communities business 
on April 1, 1999 did not transfer title to some generation and distribution assets located on lands held for bands or 
bodies of Indians under the Indian Act (Canada).    Currently OEFC holds legal title to these assets and the Company 
manages them until the necessary authorizations have been obtained to complete the title transfer.  OEFC will continue 
to hold these assets until the Company is able to negotiate agreements with the Indian bands and occupants.   
 
 
16. SUBSEQUENT EVENTS 
 
On March 22, 2012, the OEB issued its decision regarding the Company’s application for 2012 distribution rates. The 
OEB approved the submission on the basis of the OEB’s third-generation incentive regulation mechanism policies.  The 
revised rates were approved with an implementation date of May 1, 2012 and reflect an increase of 1.08% on a 
customer’s overall monthly bill. 
 
 
17. COMPARATIVE FIGURES 
 
The comparative financial statements have been reclassified from statements previously presented to conform to the 
presentation of the December 31, 2011 financial statements. 
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Revenue
Remotes Revenue 15,088                       15,088              
RRRP 28,384                       28,384              

43,472                       -                  43,472              

Costs
OM&A (Note 1) 15,610                       31                   15,641              
Cost of fuel 22,161                       22,162              
Depreciation 4,694                         4,694                
Taxes other than income tax (Note 1) (31)                  (31)                    

42,465                       -                  42,465              

Income before financing charges and provision for payments 
in lieu of corporate income taxes 1,007                         -                  1,007                
Financing Charges 1,134                         1,134                
Income before provision for payments in lieu of corporate 
income taxes (127)                           -                  (127)                  
Provision for Payments in lieu of corporate income taxes (Note 2) (127)                           (37)                  (164)                  
Net Income -                             (37)                  (37)                    

Note 2:   Difference relates to actual recovery per 2011 tax return

Hydro One Remote Communities Inc.
Reconciliation of Regulatory Financial Results with Audited Financial Statements

For year ending December 31, 2011

 Audited Financial 
Statements 

Exhibit A-10-1, Att 3
Adjustments

Regulatory 
Financial 
Results 

Note 1:    Capital taxes are included in Remotes audited OM&A total, whereas in the rate evidence are shown as a separate line item. 
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USofA
Financial Statement item Account/s $thousands

ASSETS

Current assets
1 Accounts receivable 1100, 1105, 1110, 1130 3,935
2 Fuel, materials and supplies 1305, 1330 2,817
3 Regulatory assets 1525, 1590 3,402
4 Income tax receivable 2296 163
5 Future income tax assets 1190 107
6 Current Assets 10,424

Fixed assets in service
7 Generation Plant 1615, 1620, 1650, 1665, 1670, 1675, 1680, 1685 37,907

8 Distribution Plant 1805, 1806, 1830, 1835, 1845, 1850, 1860 6,307

9 General Plant 1908, 1910, 1915, 1920, 1935, 1940, 1945, 1955, 1960 8,408
10 Fixed Assets in Service 52,622
11 Less: accumulated depreciation 2105 24,128
12

28,494
Construction in progress 2055 3,679

13 Future use assets 2040 1,550
14   Long-term Assets 33,723

Other long-term assets
15 Regulatory assets 1460, 1525 11,177
16 Future income tax receivable 1460 5,667
17 Long-term accounts receivable & other assets 1180, 1460 369
18 Other Long-term Assets 17,213

19 TOTAL ASSETS 61,360

LIABILITIES

Current liabilities
20       Inter-company demand facility 2240 2,212
21       Accounts payable and accrued charges 2205, 2210, 2220, 2250, 2290, 2292, 2294, 2296 8,793
22       Regulatory Liabilities 2296 107
23       Accrued interest 2268 142
24        Current Liabilities 11,254

25 Long-term debt 1425, 2530 22,870

Other long-term liabilities
26 Regulatory liabilities-retail settlement variance accounts 2350, 2405 8,765
27 Environmental liabilities 2320 11,177
28 Employee Future Benefits Other Than Pension 2306 7,888
29 Other Long Term Liabilities 27,830

30 TOTAL LIABILITIES 61,954
31 Contingencies and commitments 0

32 Accumulated other comprehensive income 3040, 4375 (594)

33 TOTAL LIABILITIES and EXCESS OF ASSETS OVER LIABILITIES 61,360

BALANCE SHEET (December 31, 2011)

HYDRO ONE REMOTE COMMUNITIES INC.
2011 Financial Statements reconciled to USofA Trial balance
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USofA
Financial Statement item Account/s $ thousands

REVENUES
34 Energy sales 4006, 4010, 4025 14,336$                     

35 Rural rate protection 4105 28,384

36 Late payment charge 4225 297

37 Other revenue 4235, 4325 455
38 TOTAL REVENUE 43,472

COSTS
39 Fuel used for electric generation 4510 22,162

Operation, maintenance & administration 
40 Generation 4550, 4555, 4610, 4635 10,996

41 Distribution 5085, 5120, 5125, 5130, 5135, 5175 1,344

42 Customer care 5310, 5315, 5320, 5335 1,734

43 Community relations 5410, 5415, 5420, 5425 444

44 Administrative and other expenses 4330, 5615, 5625, 5655, 6105, 6205 1,091

45 Depreciation and amortization 5705, 5715, 5740, 4,694
46 TOTAL COSTS 42,465

47 1,007

48 Financing charges 6005, 6010, 6035, 6040 1,134
49

Income before provision for payments in lieu of corporate income taxes (127)

50

Provision for payments in lieu of corporate income taxes 6110 (127)
51 Net income  $                           (0)
52 Other comprehensive income 4375 11
53 Comprehensive income 11$                           

in lieu of corporate income taxes
Income before financing charges & provision for payments

HYDRO ONE REMOTE COMMUNITIES INC.

2011 FINANCIAL STATEMENTS RECONCILED TO USofA TRIAL BALANCE
Statement of Operations (Year ended December 31, 2011)
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SUMMARY OF INITIATIVES BASED ON  1 

LEGISLATIVE CHANGES 2 

 3 

1.0 INTRODUCTION 4 

 5 

Remotes is subject to direction from its shareholder (the Government of Ontario), Ontario 6 

Energy Board decisions and federal and provincial government legislation and 7 

regulations.  Each one of these sources has the potential to be a driver for change 8 

affecting Remotes’ policies, processes and work programs, with associated cost 9 

implications.  Remotes complies with all regulatory and legislative requirements and 10 

incurs costs to do so.  When new legislation or regulations are passed, or when OEB 11 

decisions are released, Remotes responds to the directive by developing appropriate 12 

programs or initiatives to implement the required changes in a cost-effective fashion.  13 

The remainder of this Exhibit provides a brief summary of the key pieces of legislation, 14 

regulatory requirements, standards and guidelines to which Remotes must respond.  15 

 16 

2.0 THE DISTRIBUTION SYSTEM CODE  17 

 18 

Remotes is bound by the terms of its Distribution licence to adhere to the requirements of 19 

the Distribution System Code (“DSC”), administered by the Ontario Energy Board.   20 

 21 

Remotes has requested certain exemptions from the DSC as they relate to residential 22 

customer collections and account servicing.  The Board is considering this matter under 23 

EB-2011-0118. A decision had not been released at the time of this submission.  Remotes 24 

estimates the cost of adhering to the rules in the DSC at approximately $2M.  The costs 25 

associated with implementing these rules are not included in Remotes’ revenue 26 

requirement.  27 

 28 
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3.0  ENVIRONMENTAL MANAGEMENT  1 

 2 

Remotes is subject to a wide range of environmental legislation.  The following are the 3 

major acts that govern its activities.  Many others can apply in specific circumstances but 4 

the following are applicable to the majority of its work.  5 

 6 

3.1 Federal Legislation 7 

 8 

• Canadian Environmental Protection Act, which regulates the management of 9 

hazardous substances. 10 

• Fisheries Act, which regulates fish habitat and pollution prevention in and around 11 

water bodies that support fish. 12 

• Canadian Environmental Assessment Act – The Act requires federal departments, 13 

including Environment Canada, agencies and crown corporations to conduct 14 

environmental assessments for proposed projects where the federal government is the 15 

proponent.  It also requires environmental assessments when the project involves 16 

federal funding, permits or licences.  17 

 18 

3.2 Provincial Legislation 19 

 20 

• Environmental Protection Act, which regulates waste management/disposal, spills 21 

and Certificates of Approval. 22 

• Ontario Water Resources Act, which regulates discharges, sewage works and water 23 

works. 24 

• Pesticides Act, which regulates the storage, use and application of pesticides. 25 

• Environmental Assessment Act, which regulates the planning and environmental 26 

approvals of projects.  27 

• The Technical Standards and Safety Act, which governs fuel storage and handling.   28 
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3.3 Environmental Programs 1 

 2 

The following is a summary of the major programs, which are discussed in Exhibit C1, 3 

Tab 2, Schedule 2, page 9. 4 

  5 

3.3.1 Fuel Management 6 

 7 

Remotes handles 14 to 17 million litres of fuel each year.  Fuel is handled in accordance 8 

with rules and standards set out by the Technical Standards and Safety Authority (TSSA).  9 

The TSSA also establishes operation and maintenance standards for fuel management, 10 

handling and transfer.  Remotes’ fuel storage and auxiliary systems are designed and 11 

operated in accordance with these standards, and the TSSA regularly inspects Remotes’ 12 

fuel systems.  Remotes also has several ongoing activities related to fuel management, 13 

handling and transfer.    14 

 15 

3.3.2 Hazardous Materials and Waste 16 

 17 

Management and Transportation of hazardous materials and wastes such as oils and 18 

solvents are managed in accordance with regulatory requirements and good management 19 

practices.  Remotes’ generating facilities have secure outbuildings to safely store waste 20 

materials.  Hazardous waste is transported out of communities over winter roads in 21 

accordance with various reporting requirements under the Environmental Protection Act 22 

and Waste Management Regulation 347. 23 

 24 

Hazardous materials such as wastes (oils, solvents, etc.) are managed in accordance with 25 

regulatory requirements and good management practices.   26 
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3.3.3 Land Assessment and Remediation (“LAR”) 1 

 2 

LAR is discussed in more detail in Exhibit C1, Tab 4, Schedule 1, Appendix A 3 

 4 

4.0 ELECTRICAL SAFETY AUTHORITY  5 

 6 

The Electrical Distribution Safety Regulation 22/04 established objective-based electrical 7 

safety requirements for the design, construction and maintenance of electrical distribution 8 

systems owned by licensed distributors.  It requires: 9 

 10 

• Approval of equipment designs and plans.  11 

• Inspection and certification of construction before it is put into use.  12 

• An assessment of plant based on the Ontario Electrical Safety Code prior to selling 13 

plant to non-distributors.  14 

• Approval by the utility to place objects at a distance less than CSA clearance 15 

standards from distribution lines.  16 

• Disconnection of unused lines.  17 

• Reporting of serious electrical incidents.  18 

• Annual compliance audits of processes. 19 

• Due diligence safety inspections conducted by the Electrical Safety Authority 20 

(“ESA”) to ensure safety standards are met. 21 

 22 

Electrical safety is a high priority for Remotes, as indicated in the strategic goals in 23 

Exhibit A, Tab 4, Schedule 1. To address this priority Remotes has implemented 24 

comprehensive training programs to ensure all Electrical Safety Regulations are adhered 25 

to across the business.   The ESA also undertakes regular compliance reviews to ensure 26 

that Remotes work complies with distribution standards and the overall objectives of 27 

Regulation 22/04.  28 
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5.0 TRANSMISSION IN THE NORTH 1 

 2 

The Green Energy and Green Economy Act (“GEGEA”), 2009, received royal assent on 3 

May 14, 2009, and amends and repeals various acts through legislation.  The GEGEA 4 

includes a clause to facilitate consultation with and participation of Aboriginal Peoples in 5 

the development and implementation of renewable energy generation facilities and 6 

transmission and distribution systems. Consequently, the Ontario Power Authority, and 7 

various First Nations in Remotes’ service territory are actively considering transmission 8 

connections to their communities.  Remotes has assisted these discussions by providing 9 

information on load and costs.   10 

 11 

In 2010, Section 48.1(1) of the Electricity Act, 1998, was amended to enable the 12 

government to require Remotes to distribute electricity within communities that are 13 

connected to the IESO-controlled grid and are prescribed by regulation. Accordingly, 14 

Remotes has been discussing the provision of service with the communities of 15 

Pikangikum and Cat Lake and has developed proposed rates for grid connected 16 

customers.  Further information on the proposed Grid-connected rates can be found in 17 

Exhibit G, Tab 01 Schedule 02.   18 

 19 

6.0 CONSERVATION AND DEMAND MANAGEMENT 20 

 21 

Remotes’ CDM initiative is described in more detail in Exhibit C1, Tab 2, Schedule 5.   22 

 23 

7.0 BILL 198 – INTERNAL CONTROLS 24 

 25 

Bill 198 requires that the controls that oversee the processes and systems that impact how 26 

the company initiates, records, processes, and reports transactions in significant 27 

accounts must be documented and evaluated on an annual basis.  The Ontario Securities 28 

Commission (OSC) responded to Bill 198 with new Multilateral Instruments (MI) that 29 
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govern internal controls.  These require the CEO and CFO of Hydro One Inc. (as a public 1 

debt issuer) to attest to the appropriateness and effectiveness of internal financial controls 2 

and financial disclosure processes for the Company's consolidated financial information.   3 

  4 

8.0 ACCESS TO INFORMATION (FIPPA) AND PERSONAL PRIVACY 5 

(PIPEDA) 6 

 7 

On December 10, 2003, Hydro One Inc. became subject to Ontario’s Freedom of 8 

Information and Protection of Privacy Act (FIPPA) legislation. On January 1, 2004, 9 

Hydro One Inc. also became subject to Canada’s Protection of Individual Privacy and 10 

Electronic Documents Act (PIPEDA). And most recently, on November 1, 2004, the 11 

Corporation also became subject to Ontario’s Personal Health Information Protection 12 

Act. 13 

 14 

These pieces of legislation require that the Corporation provide public access to business 15 

records, as well as appropriate access to (and protection of) personal information. The 16 

personal information of customers and, in specific circumstances, employees, is now 17 

subject to legislated standards of protection. 18 
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SUMMARY OF REMOTES POLICIES 1 

 2 

1.0 INTRODUCTION 3 

 4 

Hydro One Inc. has a number of policies that apply to Remotes, its customers, assets and 5 

systems, and financial management.  Policies are subject to periodic review and/or 6 

revision as a result of statutory or regulatory change or as the business evolves.  The 7 

objectives of these policies are to ensure:  8 

 9 

• compliance with statutory and regulatory obligations; 10 

• fair and consistent commercial relationships with customers; 11 

• efficient management of assets; 12 

• consistent criteria for decision making; 13 

• compliance with generally-accepted accounting principles; 14 

• consistency for transaction processing; and, 15 

• accurate and timely recording and reporting of financial information. 16 

 17 

2.0 CHANGES TO POLICIES  18 

 19 

In keeping with good corporate governance, Hydro One Inc. has reviewed and revised a 20 

number of policies and procedures since the Board’s review of Remotes Revenue 21 

Requirements and Rates for 2009 (EB-2008-0232). These policies and procedures apply 22 

to all Hydro One Inc. subsidiaries, including Remotes. The more significant changes are 23 

listed in the following sections. 24 

 25 

26 
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2.1 Employee Business Expense Policy - Travel, Meals & Hospitality 1 

 2 

On September 14, 2009, the Government of Ontario issued a directive to named entities, 3 

including Hydro One Inc., requiring that the named entities adhere to the Ontario Public 4 

Service Travel, Meal and Hospitality Expense Directive (“Directive”).  As a result, 5 

Hydro One’s Employee Business Expense and Travel Policy (“Policy”) has been revised 6 

to conform to the directive.  There were amendments to the Policy which took effect 7 

November 13, 2009, and on April 1, 2010, as a result of revisions to the Directive. 8 

 9 

2.2 Consultants and Professional Services Policy 10 

 11 

On July 17, 2009, the Government of Ontario issued a directive to named entities, 12 

including Hydro One Inc., requiring that the named entities adhere to new rules 13 

governing consulting contracts effective June 17, 2009. As a result, Hydro One’s 14 

Consultants & Professional Services Policy has been revised to conform to the directive. 15 

This policy specifies the requirements applying to the procurement and approval of 16 

Consulting and Professional Services, including competitive bidding, single sourcing, and 17 

extensions. In addition the policy specifies that Consulting and Professional Service 18 

providers are not entitled to bill for hospitality, food expenses or incidental cost 19 

 20 

2.3 Adoption of U.S. Generally Accepted Accouting Principles (US GAAP) 21 

 22 

Consistent with the exemptive relief provided by the Ontario Securities Commission 23 

allowing Hydro One Inc. to make its quarterly consolidated securities filings under US 24 

GAAP for the three-year period ending December 31, 2014, Remotes adopted US GAAP 25 

for external financial reporting effective January 1, 2012. In the EB-2011-0427 decision 26 

dated April 3, 2012, the Board approved Remotes’ request to adopt US GAAP as its 27 

approved basis for regulatory accounting and reporting for its business.  28 
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Given the similarity between US GAAP and legacy Canadian GAAP, as defined in Part 1 

V of the Handbook of the Canadian Institute of Chartered Accountants, no accounting 2 

policy changes have occurred through the adoption of US GAAP in 2012 that affect 3 

either the 2012 or 2013 rate base or revenue requirement compared to Canadian GAAP. 4 

In its application to adopt US GAAP for rate-setting purposes (EB-2011-0427), Remotes 5 

requested that a symmetrical variance account be established to record the 2012 impact of 6 

differences between CGAAP and US GAAP. This was approved by the Board. As at the 7 

time of filing, no differential impacts had been recorded in this account.  8 
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PLANNING PROCESS 1 

 2 

1.0 INTRODUCTION 3 

 4 

Business planning is performed annually and focuses on the development of a five year 5 

plan which comprises a detailed plan for the first three years in the planning cycle and a 6 

less detailed outlook for the remaining two-year period.  The planning cycle in 2011 7 

pertained to the 2012-2016 period.  The results as they apply to 2013 (the test year) form 8 

the basis for the rate submission.  9 

 10 

The typical annual business planning process consists of six stages:   11 

 12 

1. Strategic direction and goals established; 13 

2. Risk review and investment requirements; 14 

3. Confirmation of strategic direction and goals with Hydro One Inc; 15 

4. Development of economic outlook and forecast assumptions; 16 

5. Development of plans and work programs; and 17 

6. Approval by Hydro One Inc. Senior Management and Board of Directors. 18 

 19 

The key dates applicable to the 2012-2016 planning cycle include:  20 

Date 

February 2011 

March 2011 

April 2011 

May 2011 

June 2011 

November 2011 

April 2012 

Action  

Strategic direction and goals reviewed and established 

Risk review and investment requirements 

Hydro One Inc. confirmation of strategic direction and goals  

Business plan instructions issued 

Development of work programs 

Hydro One Inc. Senior Management and Board approval of business plan 

Hydro One Inc. Board approval of updated business plan  
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1.1 Strategic Direction and Goals Established by Senior Management 1 

 2 

Remotes’ strategic direction and goals are reviewed and established by its CEO 3 

management team and are confirmed by Hydro One Inc.  The strategic goals are used by 4 

planners as the business plan is being developed.  Remotes’ corporate vision and strategic 5 

objectives are shown in Exhibit A, Tab 4, Schedule 1. 6 

 7 

1.2 Risk Review and Investment Requirements  8 

 9 

Annually, required investments are determined based on asset condition, engine hours, 10 

load growth and external factors (AANDC funding, winter roads). Investments are then 11 

ranked against financial, operational, environmental, safety, regulatory and legal 12 

requirements and risks.  The outcome of this process is a list of investments that is 13 

consistent with Remotes’ strategic goals and takes into account levels of investment and 14 

associated risk mitigation against financial, operational, environmental, safety, regulatory 15 

and legal considerations.  A final investment plan is then endorsed and confirmed by the 16 

Hydro One Inc. senior management team.  The investment plan prepared during 2011 17 

provides the basis for the 2013 plan.   18 

 19 

1.3 Development of Economic Outlook and Planning Assumptions 20 

 21 

To facilitate the preparation of the business plan, an economic outlook is developed and 22 

included with the planning instructions issued. This includes forecasts of key economic 23 

statistics, interest rates, labour escalation rates, income tax rates, and cost rates for 24 

benefits. The assumptions used for the 2012 business plan are attached to this exhibit as 25 

Appendix A.   26 

 27 
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1.4 Development of Plans and Work Programs 1 

 2 

During the planning process, plans and work programs are further refined consistent with 3 

the economic and forecast assumptions. As part of this process, sufficient detail is 4 

provided to facilitate preparation of the 2013 Rate Application. At the end of this process, 5 

senior management provides direction as necessary in order to balance the various factors 6 

under consideration including legal requirements, customer service levels, rate impacts 7 

and impacts on RRRP.  8 

 9 

The operations, maintenance and administration (“OM&A”) budget and the capital 10 

budget that result from this planning process are discussed at Exhibit C1, Tab 2, and 11 

Exhibit D1, Tab 2, Schedule 1 respectively.  Refer to Exhibit A, Tab 14, Schedule 2 for 12 

an overview of Remotes’ project approval process. 13 

 14 

The financial plan is prepared, incorporating OM&A and capital work program levels 15 

consistent with the investment plan, as well as forecasts of revenue, fuel, depreciation and 16 

amortization expense, financing charges, income tax, and working capital.  17 

 18 

The resulting plan is reviewed by Executive Committee of Hydro One Inc.  As necessary, 19 

underlying assumptions are modified and the results finalized and presented for approval 20 

to the Hydro One Inc. Board of Directors. The 2012-2013 Budget and Outlook was 21 

approved by the Board of Directors at its November 2011 meeting and the updated plan 22 

was approved by the Board of Directors at its April 2012 meeting. 23 
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APPENDIX A 1 

 2 

2012 BUSINESS PLAN ASSUMPTIONS 3 

 4 

1.0 INTRODUCTION 5 

 6 

This appendix provides the costing assumptions underlying the Hydro One Inc.’s 2012-7 

2016 Business Plan.   8 

 9 

2.0 ECONOMICS 10 

Remotes uses the Consumer Price Index (CPI) as a planning tool to forecast expenditure 11 

level changes. The Consumer Price Index (CPI) provides a broad measure of the cost of 12 

living.  Through the monthly CPI, Statistics Canada tracks the change in retail price of a 13 

representative shopping basket of about 600 goods and services from an average 14 

household’s expenditures: food, housing transportation, furniture, clothing and recreation.  15 

 16 

CPI-Ontario exhibits the inflationary environment in which Remotes operates.  The CPI 17 

forecast is from HIS Global Insight April 2011 forecast. 18 

 19 

 2012 2013 
CPI – Ontario (%) 2.1  2.1 

 20 

3.0 EXCHANGE RATE (CDN$ per US$) 21 

 22 

The historic rates in Table 3 are the average exchange rates for 2009, 2010 and 2011 23 

from the Bank of Canada.  The exchange rate forecast for 2012 was based on the average 24 

of the 3-month out (December 2011) and 12 month out (September 2012) forecasts from 25 

September 2011 Consensus Forecasts and for 2013 and 2014 was based on the Global 26 

Insight June 2011 Long-Term Forecast and Analysis. 27 
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 1 

 2 

 Historic Bridge Test 
2009 2010 2011 2012 2013 

Exchange Rate (CDN$ 
per US$) 1.142 1.030 0.989 0.984 1.034 

 3 

While the exchange rate forecast is not directly used to forecast costs or other variables, it 4 

is an important variable affecting the performance of the Canadian and Ontario 5 

economies. 6 

 7 

4.0 INTEREST RATES 8 

 9 

Interest rate forecasts and existing debt are used to determine the cost of capital for 10 

Remotes as described in Exhibit B1, Tab1, Schedule 1.  The table below contains 11 

Remotes’ long term debt rate as issued to them from Hydro One Inc. on April 1, 1999 12 

and refinanced in 2005. 13 

 14 

 Cost Rate % 
Third Party long-term debt 5.60 

 15 

4.1 Long-Term Debt Rates 16 

 17 

The 90-Day Banker’s Acceptance Rate for 2012-2016 was prepared based upon the June  18 

2011  Global Insight Forecast. 19 

 20 

 2012 2013 
90-Day Banker’s Acceptance Rate 
(%) 

1.50 3.74 

 21 

 22 

 23 
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 1 

Remotes’ interest capitalized rates are based on U.S. GAAP.  2 

 3 

Interest Capitalized – US GAAP 2012 2013 
Interest Capitalized Remotes (%) 4.78 4.32 

 4 

 5 

5.0 LABOUR ESCALATION 6 

 7 

Note that the allowed financial impact of labour escalation is capped at 3.0% annually 8 

(this excludes the impact of changes in payroll burden costs) for each staff category (i.e. 9 

Society, PWU and MCP). If your subsidiary’s labour escalation exceeds 3.0% in any staff 10 

category in any given year then reduction in other costs and/or staff will be required to 11 

offset the incremental increases. 12 

 13 

Specific details on annual labour escalation are provided below. 14 

 15 

(a) Society Staff 16 

A 2.5% economic increase effective April 1, 2012 is planned. The Society Collective 17 

Agreement is up for renegotiations for 2013. It is assumed economic increases will 18 

remain at 3.0% for the negotiated term for the 2012-2016 business plan term. 19 

 20 

COLA provisions for 2010 were not triggered and there are COLA provisions in 2011 21 

and 2012. At this time, the COLA provisions have not been triggered for the fourth year 22 

of the Society Collective agreement (April 1, 2011-March 31, 2012). If this COLA 23 

provision is triggered, it will mean that Salary Schedules will be adjusted to reflect the 24 

change above the trigger effective at the end of the applicable year.    25 

 26 

Automatic annual salary progressions will occur (in addition to the economic increases 27 

above) until staff reaches the terminal step. 28 

 29 
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For staff hired prior to October 1, 2007, annual progressions will occur on October 1 of 1 

subsequent years or on date of appointment to a new Society represented position. For 2 

staff hired after October 1, 2007, annual progressions will occur on the anniversary of 3 

their hire date. 4 

 5 

(b) PWU Staff 6 

The Power Workers’ Union Collective Agreement has reached a tentative agreement that 7 

dictates an economic increase of 3.0% for 2011 and 2012.  Economic increases are 8 

assumed to remain at 3.0% for the negotiated 2012-2016 business plan term. 9 

 10 

Step Progressions – past experience (i.e.2010) indicates that 19.24% of PWU staff is 11 

eligible to receive automated progressions annually.  Progressions will result in an 12 

average salary increase of 3.55%. 13 

 14 

(c) MCP Staff 15 

It is anticipated that a 3% annual increase per year in base pay for the 2012 year and 3% 16 

annual increase for the 2013-2016 period. 17 

 18 

(d) Incentive Plan Payouts 19 

All incentive plans have been discontinued, with exception of the MCP Short Term 20 

Incentive Plan. Payout under this plan is assumed to be 20% in all years. 21 

 22 
 23 

6.0 INCOME & CAPITAL TAX RATES  24 
 25 

 2012 2013 
Federal Tax Rate 15.00% 15.00% 
Provincial Rate 11.50% 11.50% 
Total Statutory Tax Rate 26.50% 26.50% 
Capital Tax Rate  NIL NIL 

 26 
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7.0 BENEFIT COSTS RATES (PAYROLL BURDEN) 1 
 2 

 3 
 4 
 5 
 6 
 7 
 8 
 9 
 10 
 11 
 12 
 13 
 14 
 15 
 16 
 17 
 18 
*CPP, Emp, Insurance, Emp. Health Tax, Workers’ Compensation Schedule 1 Premiums 19 
**Health, Dental, Life Insurance, Maternity, Retirement Bonus, Post-Retirement Health, dental, 20 
Life Insurance, Ontario Health Premiums (OHP), OPRB - Inergi 21 
- Base Pensionable Earnings includes pensionable bonus. 22 
- Total Earnings includes base pay, bonus, overtime, taxable benefits and taxable allowances. 23 

 24 

Company Category 2012 2013 
Remotes Non-Regular Staff   

% of total earnings* 5.69% 5.78% 

 Regular Staff   

% of total earnings* 5.69% 5.78% 

% of base pensionable 
earnings** 

24.79% 24.13% 

 Pension   

% of base pensionable 
earnings 

29.29% 28.87% 
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PROJECT AND PROGRAM APPROVAL & CONTROL 1 

 2 

1.0 INTRODUCTION 3 

 4 

As described in Exhibit A, Tab 14, Schedule 1, there are a number of key steps within the 5 

overall business planning cycle that are typically completed prior to the development of 6 

the detailed project and program assessments. These prerequisite steps include needs 7 

identification, project/program prioritization and the development of preliminary work 8 

programs, based on estimates of project and program costs and benefits.  9 

 10 

2.0 PROJECT AND PROGRAM APPROVAL 11 

 12 

Once the preliminary plans have been accepted at the proof-of-concept stage, an analysis 13 

of costs, proposed accomplishments, benefits and risk is completed for each program and 14 

for individual projects.   15 

 16 

For work programs of an ongoing nature (such as engine replacements), the analysis 17 

associated with each program are included in Asset Planning Documents for review and 18 

approval.  Programs are reviewed annually, considering factors such as regulatory 19 

requirements, business efficiencies, impacts on customers, reliability, environment and 20 

safety along with any other relevant information.  For specific improvement and facilities 21 

projects business cases are only completed during the detailed budgeting process in 22 

November of each year, when specific project scope can be determined.  23 

 24 

For projects that are not routine and do not occur annually, Business Case Summaries 25 

(BCS) for individual project proposals are developed and assessed.  Similar analysis is 26 

undertaken for these projects, but in more detail than for routine work. Factors such as the 27 



Filed: September 17, 2012 
EB-2012-0137 
Exhibit A 
Tab 14 
Schedule 2 
Page 2 of 2 
 
need for the investment including the implications of not doing the work, the anticipated 1 

results and the recommended solution and its cost are all considered.  In determining the 2 

recommended solution, alternative approaches and project risks are considered. The factors 3 

considered include regulatory requirements, business efficiencies, impacts on customers, 4 

reliability, environment and safety and any other relevant information. The proposals are 5 

reviewed in a series of steps at the senior management and executive levels, depending on 6 

the dollar limit and the significance of the investment.  The proposals are then approved 7 

consistent with the provisions of the Organizational Authority Register (“OAR”), described 8 

in Exhibit A, Tab 9, Schedule 2.  For programs, this analysis and approval is completed as 9 

part of the investment planning process.  Strategic investments are reviewed and approved 10 

by the Hydro One Board of Directors.  The BCS documents provided in Exhibit D2, Tab 11 

2, Schedule 3 summarize the proposed projects and programs with expenditures 12 

exceeding $261 thousand in the test year. 13 

 14 

3.0 MONITORING AND CONTROL 15 

 16 

Each month, management monitors year-to-date expenditures and accomplishments as 17 

well as projected year-end expenditures and work accomplishments.  Deviations from 18 

plan are identified and corrective action taken.   19 

 20 

In the event that significant changes in cost, schedule and/or scope of a project is 21 

forecasted, an Interim Review of Variance (“IROV”) is prepared. An IROV is essentially 22 

an amended business case that is reviewed and approved based on the revised set of 23 

circumstances (cost, scope and schedule). The IROV approval is in accordance with the 24 

limits set out in the Organizational Authority Register (OAR). Projects which cannot be 25 

re-justified are either scaled back, cancelled or otherwise adjusted to conform to the new 26 

situation.   27 



Filed: September 17, 2012 
EB-2012-0137 
Exhibit A 
Tab 15 
Schedule 1 
Page 1 of 5 

 
SERVICE QUALITY INDICATORS 1 

 2 

1.0 INTRODUCTION  3 

 4 

Subject to the exceptions and modifications noted below, Remotes currently monitors and 5 

records service quality indicators as required in Chapter 15 of the Ontario Energy Board 6 

2006 Electricity Distribution Rate Handbook.  7 

 8 

2.0 CUSTOMER SERVICE INDICATORS 9 

 10 

The Customer service indicators that Remotes uses are as follows: 11 

 12 

Connection of New Services:  13 

The percentage of customer connections of new services completed within 5 working 14 

days from the day on which all conditions of service are satisfied, including being able to 15 

schedule sufficient work in the community or in a nearby community to reduce the 16 

transportation costs as described above.        17 

 18 

Emergency Response:  19 

The percentage of responses to emergency trouble calls (including fire, ambulance, 20 

police) met within 120 minutes for Rural utilities.  The elapsed time is measured from the 21 

call to the arrival of qualified Remotes’ service personnel, and includes Remotes’ agents.  22 

 23 

Written Response to Inquiries:  24 

The percentage of responses to customers’ (or an agent of the customer) requests for 25 

written information regarding their accounts that are met within 10 days of the request. 26 

 27 

Table 1 shows the customer service results for the historic years.  28 
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Table 1 1 

 Customer Service Indicators 2 
 3 

 4 
 5 
 6 
 7 
 8 
 9 
 10 
 11 
 12 
 13 
 14 
 15 
 16 
 17 
*Emergency Response results including the impact of Force Majeure.  18 

 19 

Due to the distances between communities and the associated cost to transport staff and 20 

equipment, Remotes does not track several of the Service Quality Requirements (SQRs) 21 

as identified by the OEB as reporting requirements. For example, Remotes is not able to 22 

track the SQRs related to Appointment Scheduling, and Appointments Met and 23 

Rescheduling of Missed after January 1, 2009.  Remotes phone system cannot track call 24 

abandon rates or the time to answer calls. As a result, Remotes is not able to track the 25 

SQR related to telephony.   26 

 27 

Remotes’ distribution system consists primarily of overhead conductors.  Underground 28 

cables are owned by the customer and locates are rarely required.  Therefore Remotes has 29 

not established this measure as a monthly performance target.  30 

 31 

With respect to the SQR for connections for new services, service connections are 32 

typically planned through Band Council offices, are grouped together to reduce costs, and 33 

are performed on the day Remotes staff are in the community, or in a nearby community.  34 

The SQR is modified to reflect these factors. 35 

 36 

 37 

Performance Measure OEB 
Target 

2009 
Actual 

2010 
Actual 

2011 
Actual 

Connection of New Services  
 (% completed in ≤ 5 days) ≥ 90 100 100 100 

Emergency Response  
 (% responded to in ≤ 120 min ) 
 

≥ 80 92.3 97.8 96.6 

Written Response to 
Inquiries  
 (% responded to in ≤ 10 days) 

≥ 80 100 100 100 
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3.0 SERVICE RELIABILITY INDICATORS 1 

 2 

Interruption data is collected and recorded in Remotes’ Thunder Bay Service Centre, 3 

through communications with plant operators and field staff involved in the interruption 4 

restoration, and through the SCADA system, which records generation related outages.  5 

The data on outages and service quality is used to analyze performance, and drive 6 

strategy and business investment decisions. 7 

 8 

Interruption data is used to calculate OEB reliability indices monthly, which are reported 9 

internally (see Section 2.2 for definitions). 10 

 11 

Customer interruptions are analyzed and reported internally throughout the year.  If the 12 

annual performance targets are met, the targets for the following year are established 13 

based on improvements to the 5-year average.   14 

 15 

The three Service Reliability Indicators are as follows: 16 

 17 

System Average Interruption Frequency Index (SAIFI):  18 

The average number of times that customers served by Remotes were interrupted in the 19 

year.  Due to the inherent lack of generation redundancy in an isolated system, service 20 

interruptions are more frequent in remote communities than in a grid connected context.  21 

Very short outages may be experienced when different generators are dispatched by the 22 

automated system.   23 

 24 

System Average Interruption Duration Index (SAIDI):  25 

The average numbers of hours that customers served by Remotes were without power in 26 

the year.   27 

 28 

 29 
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Customer Average Interruption Duration Time (CAIDI):  1 

The average interruption duration (in hours) of customers who were interrupted.  2 

 3 

The above reliability indices measure all interruptions caused by planned and unplanned 4 

interruptions of 1 minute or more. 5 

 6 

3.1 Force Majeure 7 

 8 

Remotes deems a force majeure to have occurred when a major catastrophic event 9 

beyond Remotes’ control occurs that results in widespread system damage causing 10 

customer interruptions that affect an entire community or results in customers being 11 

without service for a duration of at least 12 hours.  12 

 13 

A catastrophic event may be a storm or fire or any other problem that interrupts an entire 14 

community and causes a change in the normal restoration business processes.  15 

 16 

All Remotes customers interrupted throughout the duration of the event, while normal 17 

restoration business processes are suspended, are counted in the determination of the 18 

numerator of the percent interrupted. The denominator is the total number of customers 19 

served at the end of the month when the force majeure occurred.  20 

 21 

4.0 RESULTS 22 

 23 

Table 2 shows the service reliability over the periods 2009 to 2011 and the targets for 24 

2012. 25 
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Table 2 1 

Service Reliability Indicators 2 
 3 

 
Performance Measure 

 

2009 
Target 

2009 
Act 

2010 
Target 

2010 
Act 

2011 
Target 

2011 
Act 

2012 
Target 

SAIFI Frequency of 
Interruptions 
(#of interruptions per 
customer) 
 

 
≤ 15.6 

 
 

 
11.5 

 
 

 
≤ 12.0 

 
 

 
8.1 

 
 

 
≤ 12.0 

 
 

 
7.8 

 
 

 
≤ 11.7 

 
 

SAIDI Duration of 
Interruptions 
(hrs of interruption per 
customer) 
 

≤12.7 
 

 
9.4 

 
 

 
≤ 10.5 

 
 

 
10.9 

 
 

 
≤10.5 

 
 

 
8.3 

 
 

 
≤8.3  

 
 

CAIDI Average 
Interruption Time 
(#of hrs per interruption) 
 

 
≤ 0.8 

 
 

 
0.8 

 
 

 
≤ 0.9 

 
 

 
1.3 

 
 

 
≤ 0.8 

 
 

1.1 
 

≤0.9  
 

 4 

Over the historical period, SAIFI performance has been better than target.  SAIDI has 5 

been relatively stable. Since CAIDI is dependent on both SAIDI and SAIFI 6 

(mathematically CAIDI = SAIDI / SAIFI), the reduction in the number of interruptions 7 

without a parallel reduction in the length of the outages can result in CAIDI being worse 8 

than target, as it was in 2010. There were no Force Majeures during the period of 2009 9 

through 2011. 10 



Filed: September 17, 2012 
EB-2012-0137 
Exhibit A 
Tab 16 
Schedule 1 
Page 1 of 2 
 

 1 

GREEN ENERGY PLAN  2 

 3 

Remotes does not have a Green Energy Act Plan as defined in the filing Requirements: 4 

Distribution System Plans –Filing under Deemed Conditions of Licence: Revised May 5 

17, 2012 (EB-2009-0397).  The main reasons for this involve Remotes not being eligible 6 

for the OPA’s FIT or MicroFIT programs as well as the very limited opportunity for 7 

renewable generation connection in its service territory as described below. Remotes is 8 

involved in numerous green energy activities, which are also described below.  9 

 10 

Due to the lack of grid connection, Remotes generates electricity to meet its obligations 11 

under section 29 of the Electricity Act, 1998.  Diesel generation is currently the prime 12 

source of electricity within the communities.  There are presently 57 diesel generators in 13 

service, ranging in size from 65kW to 1250kW.  The stations are designed to maximize 14 

fuel efficiency and also to provide some generation redundancy in the event of engine 15 

failure.  Most stations have three generators, sized to meet community load at different 16 

times of the day and season.  Automated operation ensures that each generator is 17 

dispatched to match community load, thereby maximizing fuel efficiency.  The stations 18 

are designed so that failure of any single unit does not jeopardize supply.  The largest unit 19 

is sized to meet the peak load in the community, and equals the output of the two smaller 20 

units.   21 

 22 

Remotes also owns and operates two run-of-the-river mini-hydroelectric generating 23 

facilities and has four demonstration project windmills.  The feasibility of using further 24 

renewable technologies is continually examined as new technologies evolve, but diesel is 25 

currently the most reliable and cost effective technology.  Remotes believes that First 26 

Nations must be involved in renewable energy projects in their communities, and is 27 

working with local First Nations and with private sector developers to assist in 28 

developing renewable energy resources.  Remotes will continue to offer technical 29 

assistance to the communities in reviewing opportunities through the Aboriginal Loan 30 
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Guarantee Program and the Aboriginal Community Energy Plan. Remotes would enter 1 

into power purchase agreements based on the avoided cost of diesel fuel to support these 2 

projects.   3 

 4 

Remotes operates 19 isolated distribution systems to serve the 21 communities.  Since the 5 

communities are far from each other, the distribution systems are isolated, distinct and 6 

stand-alone and are planned for and operated as separate distribution systems. These 7 

distribution systems operate at distribution voltages ranging from 4.8 kV to 25 kV. In 8 

total they include approximately 233 kilometers of line, 4610 wood poles, 1,122 9 

transformers (used for voltage transformation) and 265 switches distributed throughout 10 

the system. Due to the technical complexity of controlling voltage and frequency in these 11 

isolated, off-grid, distribution systems, any potential for distributed generation is severely 12 

limited.  Additionally, the development of renewable energy is limited by very small 13 

community loads and the lack of local water and wind resources, close to the 14 

communities. 15 

 16 

As required in the filing Requirements: Distribution System Plans –Filing under Deemed 17 

Conditions of Licence: Revised May 17, 2012 (EB-2009-0397), Appendix A contains 18 

Remotes’ August 13, 2012 letter to the OPA, requesting their review and comment on 19 

Remote’s inability to develop and implement a Green Energy Plan.  Appendix B contains 20 

OPA’s response, received on August 30, 2012. 21 
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LETTER TO OPA REGARDING THE REMOTES GREEN ENERGY 1 

ACT PLAN 2 

 3 



Hldro One Networks Inc. 
8 Floor, South Tower 
483 Bay Street 
Toronto, Ontario M5G 2P5 
www.HydroOne.com 

Ruth Greey 
Senior Regulatory AdVisor 
Regulatory Affairs 

BY COURIER 

Monday, Augustl3, 2012 

Ms. Nancy Marconi 

Tel: 1416) 345-6408 
Fox: 1416) 345-5870 
Cell: 1416) 388-4025 
Ruth.Greey@HydroOne.com 

Ontario Power Authority 
Manager, Regulatory Proceedings 
120 Adelaide Street West 
Suite 1600 
Toronto, ON 
M5H IT! 

, cfjo·t~j, 
Dear~oni: 
Subject: Hydro One Remote Communities Inc.'s Green Energy Act Plan 

hydro~ 
one 

Hydro One Remote Communities Inc. ("Remotes") is submitting its 2013 Cost of Service Revenue 
Requirement Rates Application to the Ontario Energy Board, around September 7th, 2012. As you know 
Remotes is not eligible for the FIT or MicroFIT programs. There is also very limited opportunity for 
renewable generation connection in Remotes service territory and as such Remotes does not have a 
Green Energy Act Plan as defined in the filing Requirements: Distribution System Plans -Filing under 
Deemed Conditions of Licence: Revised May 17, 2012 (EB-2009-03 97). Please review the attached 
information that describes Remotes generation and distribution systems and the associated green energy 
activities. Remotes would appreciate your acknowledgement of this letter as well as any comments you 
may have regarding the Remotes green energy activities. 

Yours truly, 

/}tit() 
Ruth Greey :J 
Cc: Una O'Reilly 

Allan Cowan 

Attach. 

Appendix A 



Hydro One Remote Communities Inc. Green Energy Activities 

hydro~ 
one 

Due to the lack of grid connection, Remotes generates electricity to meet its obligations under section 29 of the 

Electricity Act, 1998. Diesel generation is currently the prime source of electricity within the communities. There 

are presently 57 diesel generators in service, ranging in size from 65kW to 1250kW. The stations are designed to 

maximize fuel efficiency and also to provide some generation redundancy in the event of engine failure. Most 

stations have three generators, sized to meet community load at different times of the day and season. Automated 

operation ensures that each generator is dispatched to match community load, thereby maximizing fuel efficiency. 

The stations are designed so that failure of any single unit does not jeopardize supply. The largest unit is sized to 

meet the peak load in the community, and equals the output of the two smaller units. 

Remotes also owns and operates two run-of-the-river mini-hydroelectric generating facilities and has four 

demonstration project windmills. The feasibility of using further renewable technologies is continually examined 

as new technologies evolve, but diesel is currently the most reliable and cost effective technology. Remotes 

believes that First Nations must be involved in renewable energy projects in their communities, and is working 

with local First Nations and with private sector developers to assist in developing renewable energy resources. 

Remotes will continue to offer technical assististance to the communities in reviewing opportunities through the 

Aboriginal Loan Guarantee Program and the Aboriginal Commtmity Energy Plan. Remotes would enter into 

power purchase agreements based on the avoided cost of diesel fuel to support these projects. 

Remotes operates 19 isolated distribution systems to serve the 21 communities. Since the communities are far 

from each other, the distribution systems are isolated, distinct and stand-alone and are plarmed for and operated as 

separate distribution systems. These distribution systems operate at distribution voltages ranging from 4.8 kV to 

25 kV. In total they include approximately 233 kilometers of line, 4610 wood poles, 1,122 transformers (used for 

voltage transformation) and 265 switches distributed throughout the system. Due to the technical complexity of 

controlling voltage and frequency in these isolated, off-grid, distribution systems, any potential fot distributed 

generation is severely limited. Additonally, the development of renewable energy is limited by very small 

community loads and the lack of local water and wind resources, close to the communities. 
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OPA LETTER OF COMMENT: BASIC GREEN ENERGY ACT 1 

PLAN 2 

 3 



1 

OPA Letter of 
Comment: 

Hydro One 
Remote 
Communities Inc. 

Basic Green 
Energy Act Plan 

July 30, 2012 
 

Appendix B 
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Introduction 

 

On March 25, 2010, The Ontario Energy Board (“the OEB”) issued its Filing Requirements for 

Distribution System Plans.  As a condition of Licence, Ontario Distributors are required to file a Green 

Energy Act Plan as part of their cost of service application.   

 

The Filing Requirements distinguish between Basic and Detailed Green Energy Act Plans (“Plan” or 

“GEA Plan”) and outline the specific information and level of detail which must be provided for each 

type of Plan.  Recognizing the importance of coordinated planning in achieving the goals of the Green 

Energy and Green Economy Act, 2009 (the “GEA”), distributors must consult with embedded and host 

distributors, upstream transmitters and the OPA in preparing their Plans.  For both Basic and Detailed 

Plans, distributors are required to submit as part of the Plan, a letter of comment from the OPA. 

 

The OPA will review distributors’ Basic Plans to ensure consistency with regard to FIT and microFIT 

applications received, as well as with integrated Plans for the region or the system as a whole. 

  

 

Hydro One Remote Communities Inc. - Basic Green Energy Act Plan 

 

The OPA has reviewed the Basic GEA Plan from Hydro One Remote Communities Inc. (“Remotes”) 

dated August, 2012, and has provided its comments below. 

 

OPA FIT/microFIT Applications Received 

Remotes’ GEA Plan indicates that there are no microFIT or FIT connection opportunities to date.  The 

communities served by remotes are not connected to the IESO controlled grid and thus are not eligible 

for microFIT and FIT.    

  

To date, the OPA has not received any applications from any communities served by Remotes. 

 

Upstream Transmission Constraints 

As Remotes is not connected to the IESO controlled grid, there are no transmission constraints 

applicable to Remotes’ system.  

 

Economic Connection Test 

The OPA received a directive dated April 5, 2012 from the Minister of Energy with respect to the Feed-in 

Tariff Program Review.  The directive states that “[g]iven the transmission projects planned through the 

Long Term Energy Plan and changes to the FIT Program, the OPA shall not run the Economic Connection 

Test “.    A link to the full directive is provided on the OPA’s website:   

http://www.powerauthority.on.ca/sites/default/files/page/FIT-ReviewApril-2012.pdf 
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Opportunities for Integrated Solutions 

There are no known corresponding expansions among neighbouring communities at this time. 

 

Conclusion 

 

The OPA finds that Remotes’ GEA Plan is reasonably consistent with the OPA’s information regarding 

renewable energy generation applications to date. 

 

The OPA appreciates the opportunity to comment on the Basic GEA Plan provided by Hydro One 

Remote Communities Inc. 
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PROCEDURAL ORDERS/CORRESPONDENCE/NOTICES 1 

 2 
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LIST OF WITNESSES 1 

 2 

 3 
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CURRICULUM VITAE  1 

 2 
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COST OF CAPITAL 1 

 2 

1.0 INTRODUCTION 3 

 4 

The purpose of this evidence is to summarize the method and cost of financing of Remotes’ 5 

capital requirements for the 2013 test year. 6 

 7 

2.0 CAPITAL STRUCTURE 8 

 9 

Consistent with the Board’s Decision in RP-1998-0001 and subsequent Decisions, Remotes is 10 

100% debt-financed and is operated as a break-even company.  Remotes does not plan to seek a 11 

return on equity.  As such, Remotes’ cost of capital is based on 100% debt, consisting of 4% 12 

deemed short term debt and 96% long term debt.   13 

 14 

Long term debt includes $23 million of long term debt issued to Hydro One Inc., reflecting debt 15 

issued by Hydro One Inc. to third party public debt investors, and $16.4 million of deemed long 16 

term debt.   17 

 18 

3.0 DEEMED SHORT-TERM DEBT 19 

 20 

The Board has determined that the deemed amount of short-term debt that should be factored 21 

into rate setting be fixed at 4% of rate base and that the deemed short-term debt rate be based on 22 

the forecast three-month bankers’ acceptance rate plus the average spread as determined through 23 

a Board staff survey of real market quotes from major banks each January 11.  For Remotes, the 24 

deemed short-term rate is 2.01%, using the February 2012 Global Insight Forecast plus a spread 25 

of 91 bps, which is based on the spread contained in the Cost of Capital Parameter Updates for 26 

2012 Cost of Service Applications for Rates Effective January 1, 2012, dated November 10, 27 

                                                 
1 The Board  indicated in Appendix D of the December 11, 2009 Cost of Capital Report that, once a year, in 
January, Board staff will obtain real market quotes from major banks, for issuing spreads over Bankers Acceptance 
rates to calculate an average spread.   
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2011.  Remotes assumes that the deemed short term debt rate will be updated in accordance with 1 

the Board’s December 11, 2009, Cost of Capital Report upon the final decision in this case. 2 

 3 

4.0 THIRD PARTY LONG-TERM DEBT 4 

 5 

Remotes’ original $23 million of third party long-term debt matched the actual terms of a note 6 

issued by Hydro One Inc. on April 1, 1999, to the Ontario Electricity Financial Corporation 7 

(successor to Ontario Hydro) in consideration of the assets transferred.  This note had a coupon 8 

rate of 7.75% and matured in November 2005.  Hydro One refinanced it with new debt issued to 9 

the public during 2005.  The new debt has a maturity date of May 19, 2036, an interest coupon 10 

rate of 5.36% per annum and an effective cost rate of 5.60%, including issuance costs such as 11 

issue discount, agency commissions, and interest rate hedge related costs. 12 

 13 

5.0 DEEMED LONG-TERM DEBT  14 

 15 

Deemed long-term debt of $16,446 thousand in 2013 reflects the remaining amount of debt 16 

required to balance the total financing with the rate base.  In its Decision in EB-2008-0232, the 17 

Board indicated that, “For companies with embedded debt, it is the cost of this embedded debt 18 

which should be applied to any additional notional (or deemed) debt that is required to balance 19 

the capital structure.” Accordingly, the deemed long-term debt is calculated at 5.60%.   20 

 21 

6.0 COST OF CAPITAL SUMMARY 22 

 23 

Remotes’ 2013 rate base is $41,090 thousand which results in a weighted cost on rate base of 24 

5.46%, as shown in table below. 25 
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2013 Cost of Capital 1 

Particulars ($000s) 

 

% 

Of 

Rate 

Base 

Cost Rate 

(%) 

Weighted 

Cost Rate 

% 

Cost of 

Capital 

($000) 

Deemed short-term 

debt 

1,644 4.0% 2.01% 0.08% 33 

Third Party long-term 

debt 

23,000 56.0% 5.60% 3.14% 1,288 

Deemed long-term debt 16,446 40.0% 5.60% 2.24% 921 

Total 41,090 100%  5.46% $2,242 

The historical debt summary schedules have been provided at Exhibit B2, Tab 1, Schedule 1.  2 
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Premium
Principal Discount Per $100 Projected
Amount and Total Principal at at Avg. Monthly Carrying Average

Line Offering Coupon Maturity Offered Expenses Amount Amount Effective 12/31/08 12/31/09 Averages Cost Embedded
No. Date Rate Date ($Millions) ($Millions) ($Millions) (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m)

1 19-May-05 5.360% 20-May-36 23.0 0.8 22.2 96.44 5.60% 23.0 23.0 23.0 1.3 5.6%

 

Net Capital Employed
Total Amount Outstanding

HYDRO ONE REMOTE COMMUNITIES INC.
Cost of Long-Term Debt

Test Year (2013) 
Year ending December 31
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COST OF SERVICE SUMMARY 1 

 2 

1.0 INTRODUCTION 3 

 4 

This evidence presents an overview of Remotes Cost of Service evidence. The Cost of 5 

Service submissions include the following components: 6 

 7 

• Operation, Maintenance and Administration expenses 8 

• Depreciation and Amortization Expense 9 

• Payments in Lieu of Corporate Income Taxes 10 

• External Costs 11 

 12 

Each of these components is separately addressed within the company’s evidence. 13 

Exhibit reference numbers are provided below. 14 

 15 

Remotes’ forecast cost of service has been developed consistent with its corporate 16 

objectives.  The Company's planning process is described in detail at Exhibit A, Tab 14, 17 

Schedule 1. 18 

 19 

1.1 Operation, Maintenance and Administration Expenses (OM&A) 20 

 21 

Total OM&A expenses for the 2013 test year are $44,199 thousand.  22 

 23 

Remotes plans and organizes its OM&A expenses on the basis of the various work 24 

programs and functions performed by the company. Exhibits in support of OM&A costs 25 

have been prepared by program area, and appear within the submitted evidence as 26 

follows: 27 

 28 
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Program Areas 2013 Total Cost 
($000s) 

Reference 

Summary of OM&A Expenses $44,199 Exhibit C1, Tab 2, Sch 1 
Generation  $36,632 Exhibit C1, Tab 2, Sch 2 
Distribution  $3,580 Exhibit C1, Tab 2, Sch 3 
Customer Care $1,903 Exhibit C1, Tab 2, Sch 4 
Community Relations   $866 Exhibit C1, Tab 2, Sch 5 
Shared Services and Other 
Administrative Costs 
 

$1,157 Exhibit C1, Tab 2, Sch 6 

External Costs      $61 Exhibit C1, Tab 2, Sch 7 
 1 

In order to satisfy the requirements of the 2006 Electricity Distribution Rate Handbook 2 

and the Filing Requirements for Transmission and Distribution Applications (Updated 3 

June 28, 2012), Exhibit C2, Tab 2, Schedule 1 identifies OM&A costs by grouped USofA 4 

accounts.  5 

 6 

1.2 Resourcing 7 

 8 

Labour costs are charged to OM&A and Capital work programs using standard labour 9 

rates. The evidence contained at Exhibit C1, Tab 2, Schedule 1 and Exhibit C2, Tab 3, 10 

Schedule 1 presents staff levels and costs incurred by the company.  Exhibit C1, Tab 6, 11 

Schedule 1 describes standard labour rates. 12 

 13 

1.3 Corporate Cost Allocation 14 

 15 

Hydro One Networks Inc. provides common services to Distribution and Transmission 16 

and Hydro One Inc. subsidiaries, including Remotes, on a centralized and shared basis. 17 

The costs of these services and assets are assigned to business units on the basis of cost 18 

causation and benefit. These costs and assets are directly assigned where it is possible to 19 

do so.  20 

 21 
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In RP-2005-0020/EB-2005-0378, Hydro One Distribution commissioned R.J. Rudden 1 

Associates (since acquired by Black and Veatch) to establish a cost allocation approach 2 

for Common Corporate Functions and Services (CCFS) Costs, that would be in 3 

accordance with accepted industry standards.  The CCFS Allocation Study determined an 4 

appropriate allocation of these shared services costs between each of the regulated and 5 

unregulated business units of Hydro One Inc. The study and its methodologies were 6 

accepted by the OEB in its Distribution Decision with Reasons dated April 12, 2006. The 7 

original study has since been refreshed for various regulatory applications, most recently 8 

for Networks’ 2013/2014 Transmission application (EB-2012-0031, Ex. C1, Tab 7, 9 

Schedule 1, Attachment 1).  The evidence included herein on the allocation of common 10 

corporate costs uses this methodology and is shown in Exhibit C1, Tab 6, Schedule 1. In 11 

addition, Black and Veatch has prepared a Review of Shared Assets Allocation for the 12 

Networks Transmission application (EB-2012-0031, Ex. C1, Tab 7, Schedule 3, 13 

Attachment 1).  Given that Remotes uses the new enterprise-wide SAP system, it has 14 

been included in the scope of this study for the first time.  15 

 16 

Exhibit D1, Tab 2, Schedule 1 provides evidence regarding the derivation of Overhead 17 

Capitalization Rates. 18 

 19 

1.4 Depreciation and Amortization Expense 20 

 21 

Remotes engaged Foster Associates Inc. to undertake a depreciation rate study for its 22 

assets.  The results of this study form the basis of the depreciation submission in this 23 

application. The company is proposing to recover $6,030 thousand in depreciation and 24 

amortization expense. Remotes’ evidence on depreciation expense is filed at Exhibit C1, 25 

Tab 4, Schedule 1.  26 

 27 
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1.5 Payments in Lieu of Corporate Income Taxes 1 

 2 

As a result of the Electricity Act, 1998, Remotes has been required to pay proxy taxes 3 

since 1999. Evidence outlining the calculation of Payments in Lieu of Income Taxes of 4 

($187) thousand appears at Exhibit C2, Tab 5, Schedule 1.  5 

 6 
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SUMMARY OF OM&A EXPENDITURES 1 

 2 

1.0 SUMMARY OF OM&A EXPENDITURES 3 

 4 

The requested OM&A expenditures result from a business planning and work 5 

prioritization process that reflects risk-based decision making to ensure that appropriate, 6 

environmentally responsible and cost effective solutions are in place.  This process is 7 

described in detail at Exhibit A, Tab 14, Schedule 1. 8 

 9 

The proposed OM&A programs are required to meet public and employee safety 10 

objectives, to comply with regulatory requirements and government direction, to protect 11 

the environment, to maintain service quality and reliability at targeted performance 12 

levels, and to ensure public confidence as stewards of the assets entrusted to us. 13 

 14 

Remotes’ OM&A budget is grouped by investment categories: Generation, Distribution, 15 

Customer Care, Community Relations, Administration and Other OM&A and External 16 

Costs.  Table 1 provides a summary of Remotes’ OM&A expenditures for the historical, 17 

bridge and test years. 18 

Table 1 19 

Summary of OM&A Budget ($000s) 20 

 
Description 

Historic (Actual) Bridge Test 
2009 2010 2011 2012 2013 

Generation 26,153 31,078 33,158 34,455 36,632 
Distribution 1,378 1,824 1,344 1,902 3,580 
Customer Care 778 856 1,734 1,727 1,903 
Community Relations 394 309 444 846 866 
Shared Services and Other 
Administrative Costs 1,266 1,087 994 1,042 1,157 

External Costs 156 172 129 61 61 
TOTAL 30,125 35,326 37,803 40,033 44,199 
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Total OM&A expenditures are expected to increase by 10% or $4,166 thousand over the 1 

2012 to 2013 period. Increases are driven by the purchase of transmission supplied 2 

electricity and the growth in distribution maintenance necessary to serve two new grid-3 

connected communities, Pikangikum and Cat Lake in 2013, as well as the cost of diesel 4 

fuel which increases by 1,203 thousand in 2013.   5 

 6 

Detailed descriptions of the work activities in each area of Remotes’ OM&A expense and 7 

the reasons for the changes in costs over the 2009 to 2013 period are discussed in the 8 

schedules that make up Exhibit C1, Tab 2. 9 

 10 

2.0 GENERATION   11 

 12 

The Generation OM&A budget represents costs required to maintain and operate the 13 

existing generation stations and associated facilities to meet community loads.  The 14 

proposed costs are intended to ensure that the overall reliability of the generating assets is 15 

maintained and that customer commitments are achieved, and that all legislative, 16 

regulatory and safety requirements are met.  Details of the expenditures under this 17 

program are provided at Exhibit C1, Tab 2, Schedule 2. 18 

 19 

3.0 DISTRIBUTION 20 

 21 

The Distribution OM&A budget represents planned maintenance, forestry and right-of-22 

way maintenance, trouble response, data collection and system condition assessment, and 23 

meter re-verification, testing and checking.  The proposed costs are intended to ensure 24 

that the overall reliability of the distribution systems is improved, that customer 25 

commitments are met, and that all legislative, regulatory, environmental and safety 26 

requirements are met.  Details of the expenditures under this program are described in 27 

detail at Exhibit C1, Tab 2, Schedule 3. 28 
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4.0 CUSTOMER CARE 1 

 2 

The Customer Care OM&A expenses represent the costs associated with meter reading, 3 

customer billing, collections and bad debt expenses.  Details of the expenditures under 4 

this program are filed at Exhibit C1, Tab 2, Schedule 4.  5 

 6 

5.0 COMMUNITY RELATIONS 7 

 8 

The Community Relations OM&A work program includes CDM programs, outreach 9 

activities, the Customer Advisory Board (“CAB”), and community safety program. 10 

Details of the expenditures under this program are filed at Exhibit C1, Tab 2, Schedule 5. 11 

 12 

6.0 SHARED SERVICES AND OTHER ADMINISTRATIVE COSTS   13 

 14 

The Shared Services and Other Administrative costs include the common corporate 15 

functions and services to support the Remotes business, as well as the maintenance of 16 

existing infrastructure, including business systems, facilities, and information technology. 17 

The common corporate functions and services include the provision of financial, human 18 

resource, legal, information technology and strategic planning services.  Other OM&A 19 

programs also include the credits for overheads capitalized.  Details of the expenditures 20 

under this program are filed at Exhibit C1, Tab 2, Schedule 6. 21 

 22 

7.0 EXTERNAL COSTS  23 

 24 

Remotes performs a small amount of unregulated external work.  There are three main 25 

areas of work:  assistance to the Electricity Safety Authority to facilitate inspections of 26 

Remotes’ distribution systems and of customer installations; maintenance of street lights 27 

and First Nation owned generating equipment in Remotes’ service territory; and 28 
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assessments of the Independent Power Authority generating stations (First Nation-owned 1 

and operated generating stations in remote communities Remotes does not serve).  2 

External work is described in Exhibit C1, Tab 2, Schedule 7. 3 
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GENERATION OM&A  1 

 2 

1.0 INTRODUCTION 3 

 4 

Due to the lack of grid connection, Remotes is a generator of electricity to meet its 5 

obligations under section 29 of the Electricity Act, 1998.  Diesel generation is currently 6 

the prime source of electricity within the communities.  Remote also owns and operates 7 

two run-of-the-river mini-hydro electric generating facilities and has four demonstration 8 

project windmills.  The feasibility of using further renewable technologies is continually 9 

examined as new technologies evolve, but diesel is currently the most reliable and cost 10 

effective technology.   11 

 12 

There are presently 57 diesel generators in service, ranging in size from 65kW to 13 

1250kW.  Most stations have three generators, sized to meet community load at different 14 

times of the day.  Automated operation ensures that the generation units are run to 15 

maximize fuel efficiency by matching the generator size to the community load. 16 

Depending on electrical demand, Remotes handles 14 to 17 million litres of fuel each 17 

year.  18 

 19 

Remotes has fuel storage tanks ("tank farms") within each community to ensure adequate 20 

diesel fuel supply.  Tanks are equipped with measurement and alarm devices to reduce 21 

the risk of fuel spills and to enhance fuel control measurement.  Most tanks are double-22 

walled to enhance containment. 23 

 24 

Due to the high cost of transportation to the communities, Remotes’ staff generally reside 25 

in the communities while undertaking planned and unplanned maintenance.  Remotes 26 

maintains staff houses and trailers at 14 sites.  A staff house is also planned in Marten 27 

Falls, to be built by the First Nation and maintained by Remotes.  Commercial 28 

accommodations are used at the other sites.  29 
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The proposed Generation OM&A expenditures are $36,632 thousand and include 1 

$24,067 thousand for diesel fuel required to generate electricity.  These expenditures are 2 

required to meet customer, regulatory and statutory requirements regarding service and 3 

reliability.    4 

 5 

2.0 OVERVIEW 6 

 7 

The Operation & Maintenance spending for historic, bridge and test years are presented 8 

in the table below.   9 

Table 1 10 
Generation Operation & Maintenance OM&A 11 

($000s) 12 
Category Historic Bridge Test 

2009 2010 2011 2012 2013 

Generation Maintenance 4,277 5,917 6,558 7,145 6,012 

Generation Operations  3,517 4,404 4,438 4,446 4,573 

Fuel 18,359 20,757 22,162 22,864 24,067 

Power Purchased 0 0 0 0 1,980 

Total 26,153 31,078 33,158 34,455 36,632 

 13 

 14 

3.0 GENERATION MAINTENANCE 15 

 16 

Generation maintenance includes planned and unplanned maintenance related to the 17 

generation site, buildings, engines, systems and fuel storage and fuel systems. Planned 18 

maintenance prevents premature equipment and system failures and contributes to service 19 

reliability. Unplanned maintenance includes maintenance and repair related to trouble 20 

reports and equipment or component failures.   21 

 22 
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As outlined in Exhibit A, Tab 3, Schedule 1, AANDC informed Remotes that it is facing 1 

funding constraints and does not have funding for required upgrades in its then current 5-2 

year capital plan. Delays to required upgrades have increased generating maintenance and 3 

operations costs over 2009 levels as generation assets and facilities are aging and 4 

increased maintenance is required since systems and plant are approaching end of life.   5 

 6 

3.1 Maintenance of Diesel Engines  7 

 8 

Planned maintenance of diesel engines is prescribed by the engine manufacturer and is 9 

required to keep generating units available and operating to meet community load.  10 

Intensive maintenance procedures are scheduled based on engine hours and vary from 11 

year to year.  Forecasts of planned maintenance engines are based on forecast engine 12 

hours.  Planned maintenance occurs based on actual engine hours. Regular maintenance 13 

is also performed on the run-of-the-river hydro stations.  Forecast planned engine 14 

maintenance expense is based on a forecast of engine hours.  Actual engine maintenance 15 

performed varies according to actual load in the community and the hours each engine is 16 

picked to run by the automated control system. 17 

 18 

3.2 Maintenance of Plant and Auxiliary Systems 19 

 20 

Planned maintenance of plant and auxiliary systems includes inspection and maintenance 21 

of all electrical system and SCADA systems; inspection and maintenance of secondary 22 

heating, primary cooling and ventilation systems; inspection and maintenance of 23 

overhead cranes; and annual inspection and maintenance of fire suppression systems.   24 

 25 

Most of our fire suppression systems are over 10 years old and were installed when 26 

stations were newly constructed.  Delays in upgrade funding will mean that these systems 27 

will continue to age and increased maintenance will be required.  A comprehensive one-28 

time program to inspect and repair fire suppression systems and to replace cylinders of 29 
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fire suppressant was started in 2010.  Work in 2010 and 2011 identified risks associated 1 

with fires in our fuel systems and the need for an ongoing program to meet regulatory 2 

requirements for annual certification of fire systems, to ensure that the equipment is in 3 

full operating condition and to avoid catastrophic failure by limiting damage to our plants 4 

in case of a fire.  5 

 6 

Remotes has adapted to the inaccessibility of its service territory by adopting innovative 7 

new electrical and SCADA systems in our plants.  This significant shift in technology has 8 

also helped improve safety, environmental performance and fuel efficiency.  For 9 

example, changes associated with automation resulted in a 10% improvement in fuel 10 

efficiency and further innovation by engine manufacturers promise even greater 11 

improvements.  As plants become electronically based, the requirement to test, inspect, 12 

calibrate and troubleshoot of auxiliary equipment increases and becomes more complex.   13 

 14 

3.3 Maintenance of Buildings  15 

 16 

Planned maintenance related to structures includes civil repair work (required to maintain 17 

all generating station buildings, fences, yard sites and staff houses), annual inspections, 18 

and bi-annual sampling of water facilities for the staff houses and generation stations.   19 

Delays to planned upgrades have increased the required civil repair work significantly as 20 

buildings that were expected to be replaced age and require increased maintenance.  21 

 22 

3.4 Maintenance of Tank Farms 23 

 24 

Planned maintenance of tank farms includes expenditures required to inspect, maintain 25 

and address deficiencies in the generating station fuel offload, bulk storage tanks and fuel 26 

transfer equipment in order to keep fuel systems in standard operating condition. Fuel 27 

system maintenance is directly related to Remotes’ responsibility for station operation as 28 

prescribed in the Electrification Agreements and Fuel Oil Regulation 212.  29 
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3.5 Design, Construction and Asset Management (Engineering) Support  1 

 2 

Design, Construction and Asset Management maintenance programs and projects are 3 

related to improvements in the efficiency, safety and operation of generation assets and 4 

include engineering investigations, electrical drawing projects and renewable energy 5 

improvements.  6 

Table 2 7 
Generation Maintenance OM&A 8 

($000s) 9 
Category Historic Bridge Test 

2009 2010 2011 2012 2013 

Generation Maintenance 4,277 5,917 6,558 7,145 6,012 

 10 

Increases in generation maintenance between 2009 and 2010 are related to higher 11 

unplanned maintenance of engines ($500 thousand), higher maintenance of auxiliary and 12 

plant systems ($835 thousand), buildings ($244 thousand) and renewable energy 13 

maintenance ($112 thousand).   14 

 15 

Increases in generation maintenance between 2010 and 2011 are related to higher planned 16 

maintenance of engines ($109 thousand), higher plant maintenance of auxiliaries and 17 

plant systems ($300 thousand), higher renewable energy maintenance ($123 thousand) 18 

and road maintenance to the Shoulderblade Falls site at Deer Lake ($300 thousand), and 19 

expenditures related to electrical station drawings associated with station standards and 20 

the new station in Webequie ($314 thousand) are offset by lower unplanned engine 21 

maintenance in 2010 (-$525 thousand) and lower planned maintenance of buildings (-$89 22 

thousand).  23 

 24 

Increases in generation maintenance between 2011 and 2012 are related to higher planned 25 

maintenance of engines ($240 thousand), higher unplanned maintenance of engines ($256 26 

thousand), higher planned maintenance of buildings ($220 thousand), increases 27 
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associated with efficiency improvements to existing renewable energy assets ($166 1 

thousand) and a battery survey initiated to investigate batteries and chargers after a 2 

battery failure at Sandy Lake ($166 thousand).  These increases are offset by decreased 3 

plant maintenance auxiliaries and systems ($362 thousand).  4 

 5 

Decreases in generation maintenance between 2012 and 2013 are associated with lower 6 

planned maintenance of buildings (-$173 thousand), lower engineering investigations     7 

(-$279 thousand), lower planned maintenance of renewable energy (-$148 thousand), 8 

lower expenses associated with efficiency improvements to existing renewable energy 9 

assets (-$151 thousand) and fewer station electrical drawing projects (-$230 thousand). 10 

 11 

4.0 GENERATION OPERATIONS 12 

 13 

Generation operations represent expenditures required for safe and reliable day-to-day 14 

operation of the generating plants, and are required to keep the generating station and 15 

associated facilities in a standard operating condition as required to meet community 16 

load.  This is associated with Remotes’ responsibilities prescribed by the Electrification 17 

Agreements, the Certificate of Approval to Operate the Generating Station under the 18 

Environmental Protection Act, and Section 6.2.27 of the Distribution System Code.   19 

 20 

The inaccessibility of its service territory is Remotes’ greatest operational risk.  Within 21 

each community, Remotes contracts for local operators, who perform regular routine 22 

inspection and maintenance of equipment at generating facilities including the generating 23 

units, auxiliary equipment and the bulk storage tank farm.  The operators provide on-site 24 

monitoring of fuel deliveries, and the safe handling, transportation and disposal of waste.  25 

Operators are also responsible for keeping the stations clean, undertaking filter changes, 26 

checking diesel plants and reporting and troubleshooting problems to the Thunder Bay 27 

Service Centre.  Operators are also responsible for responding to emergencies such as 28 

power outages, house fires and spills.  Over the past two years, Remotes has increased the 29 
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number of agents in most communities to ensure that qualified personnel are available on 1 

site.   2 

 3 

Operations staff in Thunder Bay is responsible for ensuring that the diesel plants operate 4 

safely and reliably.  Operations staff is also the primary contacts for the operators, 5 

responsible for supervising and scheduling, developing plant-specific procedures, 6 

logistical and troubleshooting support, assisting the operator in emergency response, 7 

plant reporting and for ensuring that the operators are competent to perform daily 8 

maintenance activities.  Operations staff is responsible for conducting and documenting 9 

operator training. Each operator must successfully complete a comprehensive on-site 10 

training program each year.  On average, each operator requires annual training of two 11 

weeks to learn to operate the plant systems, respond to emergencies and perform day-to-12 

day maintenance.   13 

 14 

Generation operations also include a variety of environmental programs.  These programs 15 

are conducted to ensure that Remotes complies with all legal and corporate requirements 16 

related to environmental protection, including obtaining and respecting Certificates of 17 

Approvals and permits for the transportation of dangerous goods and with various 18 

reporting requirements under the Environmental Protection Act.  19 

 20 

In 1999, Remotes developed an Environmental Management System (“EMS”) to help 21 

improve environmental performance.  The EMS requires regular audits, spills prevention, 22 

support and training for staff and agents, and internal and public communications.  23 

 24 

Generation operations, excluding fuel and power purchases, in the historic, bridge and 25 

test years are presented in Table 3 below.  26 

 27 

 28 

 29 
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Table 3 1 
Generation Maintenance OM&A 2 

($000s) 3 
Category Historic Bridge Test 

2009 2010 2011 2012 2013 

Generation Operations  3,517 4,404 4,438 4,446 4,573 

 4 

 5 

Increases in generation operations between 2009 and 2010 relate to expenses associated 6 

with the clean-up, investigation and monitoring of a large fuel spill at the Kasabonika 7 

Lake station ($572 thousand) and the addition of Marten Falls to Remotes’ service 8 

territory ($200 thousand).  9 

 10 

5.0 FORECAST OF FUEL USAGE, PRICING AND DELIVERY 11 
 12 

Fuel purchases for the historic, bridge and test years are shown in Table 4 below.  13 
 14 

 15 
Table 4 16 

Fuel Purchases 17 
($000s) 18 

Category Historic Bridge Test 

2009 2010 2011 2012 2013 

Fuel 18,359 20,757 22,162 22,864 24,067 

 19 

 20 
Remotes forecasts load in order to plan for and meet customer loads, to estimate 21 

customer revenues and to forecast its fuel and maintenance costs.  As a result of 22 

Remotes’ break-even business model, cost and revenue differences between forecast 23 

loads and forecast fuel costs do not result in a profit or loss to Remotes, but are added to 24 

or drawn from the RRRP Variance Account. The load forecast methodology is discussed 25 

in more detail in Exhibit G1, Tab 1, Schedule 2.   26 

 27 
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5.1 Fuel Usage Forecast 1 

 2 

Remotes tracks actual historical data on energy usage by community, customer class, and 3 

time period. This historical data provides the baseline starting point for forecasting 4 

usage/KWH sold. Adjustments are made to this baseline data on a going-forward basis 5 

using average load growth, historical customer growth patterns and seasonality. Feedback 6 

is solicited from communities about upcoming construction or community programs that 7 

may impact future loads.  8 

 9 
The Usage Forecast (kWh’s sold) forms the basis of the fuel forecast. Once kWh’s sold 10 

are established, historic operating fuel efficiency ratios and load loss rates are utilized to 11 

forecast generated kWh’s and fuel litres required. The fuel forecast is done on a site by 12 

site basis, given different load characteristics, plant efficiency and community load loss.  13 

 14 

Expected fuel commodity prices are based on market prices at the time the forecast is 15 

made. Fuel commodity prices are escalated based on CPI. As there is no Canadian 16 

forecast for diesel fuel commodity prices, commodity pricing is confirmed through a high 17 

level analysis of the published fuel indices that are used by each supplier.    18 

 19 

The cost of delivery accounts for about 45% of the delivered price of fuel.  As a result, 20 

supply delivery contract data is critical in developing the forecast costs.  Supplier 21 

contracts are subject to a competitive tendering process and delivery costs are forecast on 22 

the basis of supplier contracts and historical deliveries of winter road fuel.  Air delivery 23 

typically constitutes about 70% of fuel delivered to Remotes’ communities, followed by 24 

all-weather road delivery at 13%, winter road delivery at 12% and First Nation contracts 25 

at about 5%.   26 

 27 

 28 

 29 
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Table 5 1 
Total Cost of Fuel 2 

Fuel Efficiency (kWh/litre) 3.72 

Total litres of fuel issued (000’s) 15,668  

Average delivered cost per litre ($) 1.536 

Total Cost of Fuel (000’s) 24,067 

 3 

 4 

5.2 Fuel Cost Management 5 

 6 

Overall fuel costs are affected by three main factors:  price, volume and delivery.  Two of 7 

these factors can be influenced by Remotes (volume and costs of delivery), and Remotes 8 

has several initiatives underway to address volume.  To influence fuel volumes, Remotes 9 

has introduced a customer demand management program and has been making engine 10 

and station efficiency improvements.  11 

 12 

Remotes has also taken steps to reduce delivery costs, by increased use of winter road 13 

deliveries when available, and has improved supplier contracts that give Remotes access 14 

to competitive delivery contracts.  In 2007, a comprehensive tender process was used to 15 

establish contracts for fuel supply and delivery.  The competitive process established a 16 

larger network of suppliers than had previously been available, reducing overall delivery 17 

costs.  In 2010, the competitive process was further refined by improving pricing 18 

parameters for fuel delivery over winter roads.  In 2011, Remotes expanded its 19 

contracting with local First Nations to try to increase the purchase of winter road fuel 20 

from First Nation-owned tank farms in 2012 (unfortunately, the poor winter roads in 21 

2012 resulted in lower than expected deliveries).  Fuel commodity prices, on the other 22 

hand, are the result of market forces and are not within Remotes’ control. 23 

 24 

In order to reduce diesel fuel usage, Remotes has done the following things: 25 

• Introduced a CDM program, discussed in Exhibit C1 Tab 2, Schedule 5 26 
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• Operated and introduced Renewable Energy Technologies (“RET”) generation 1 

facilities 2 

• Improved fuel generating efficiency through SCADA technology and a proactive 3 

scheduled maintenance program. 4 

• Maintained an active generation asset replacement program, and introducing 5 

more efficient technology 6 

 7 

In order to mitigate the impact of rising fuel rates Remotes has done the following things: 8 

• Negotiated long-term fuel delivery contracts with multiple suppliers 9 

• Maximized winter road deliveries (cheaper delivery methods) where possible 10 

through supplier relationships and improved tank storage  11 

• Negotiated an increased number of fuel contracts directly with the First Nation 12 

communities with fuel storage on site where Remotes does not have adequate fuel 13 

storage facilities to take advantage of winter road delivery pricing. 14 

 15 

6.0 POWER PURCHASES 16 

 17 

6.1 Transfer of Shoulderblade Falls Hydroelectric Station  18 

 19 

During the 1990s, Ontario Hydro, Deer Lake First Nation and AANDC jointly funded the 20 

construction of a small hydroelectric station at Shoulderblade Falls as a demonstration of 21 

renewable technology in the north. In 1999, Deer Lake and Ontario Hydro agreed that 22 

Ontario Hydro would operate the station for 10 years and then would transfer ownership 23 

to Deer Lake at the end of 2009.  Ontario Hydro agreed to pay Deer Lake for purchased 24 

power based on the avoided cost of diesel fuel. Remotes inherited this agreement from 25 

Ontario Hydro.  At the request of Deer Lake First Nation, the transfer of the station was 26 

deferred until the end of 2012. Starting in 2013, it is anticipated that Remotes will begin 27 

purchasing power from Deer Lake First Nation.  Power purchases are expected to be 28 

lower than the cost of diesel fuel based on the original agreement.  29 
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Table 6 1 
Shoulderblade Falls Power Purchases 2 

  

Total MWh purchased  1,881 

Estimated Cost of Power (000’s) $612 

 3 

6.2 Forecast Power Purchases for Grid Connected Communities  4 

 5 

As discussed in Exhibit A, Tab 4, Schedule 1, Remotes expects to begin serving the 6 

communities of Cat Lake and Pikangikum in 2013. As detailed historical information 7 

about the load in these communities is not available, estimated load is based on best 8 

available information, and by comparing the communities to similar sized communities 9 

served by Remotes.   10 

 11 

Table 7 12 
Forecast Purchases by Community 13 

MWh 14 
 

Community 
Historic Bridge Test 

2009 2010 2011 2012 2013 
Cat Lake 0 0 0 0 1,921 
Pikangikum 0 0 0 0 10,682 
Total (includes 
line losses) 

 
0 

 
0 

 
0 

 
0 

 
12,603 

Total Cost of 
Power (000’s) 

0 0 0 0 $1,368 

 15 

 16 

A detailed discussion of Remotes’ estimate of the per kWh cost of power purchased 17 

through the transmission grid can be found in Exhibit G1, Tab 1, Schedule 2.   18 
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DISTRIBUTION OM&A  1 

 2 

1.0 INTRODUCTION 3 

 4 

Remotes served approximately 3,500 customers at the end of 2011 through 19 isolated 5 

distribution systems to serve 21 communities.  Within each system, Remotes is 6 

responsible for transformation, voltage regulation, delivery and metering of power.  The 7 

distribution systems are isolated, distinct and stand-alone, the result of the distance 8 

between each community.  These distribution systems operate at distribution voltages 9 

ranging from 4.8 kV to 25 kV. 10 

 11 

The distribution in-service assets maintained by Remotes include approximately 233 12 

kilometers of line and transformers distributed throughout the system, which are used for 13 

voltage transformation.   14 

 15 

The proposed OM&A expenditures are driven by the need to meet customer, regulatory 16 

and statutory requirements regarding service and reliability and also reflect, starting in 17 

2013, the inclusion of Cat Lake and Pikangikum in Remotes’ service territory.  A 18 

description of Remotes’ planning process is provided at Exhibit A, Tab 13, Schedule 1. 19 

 20 

Table 1 21 
Distribution OM&A 22 

($000s) 23 
Category Historic Bridge Test 

2009 2010 2011 2012 2013 

Distribution Maintenance 1,003 1,729 1,232 1,608 3,279 

Distribution Operations 375 95 112 294 301 

Total 1,378 1,824 1,344 1,902 3,580 
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Distribution maintenance includes both planned and unplanned maintenance and trouble 1 

calls. Unplanned power interruptions on the distribution system generally result from line 2 

component failures and contact from trees or animals.  Unplanned maintenance is 3 

reactive and varies due to external factors such as storms, variability in equipment 4 

deterioration and random equipment failures.  Planned maintenance includes equipment 5 

maintenance that is primarily cyclical in nature, including maintenance of equipment 6 

(line reclosers and line regulators).   7 

 8 

Distribution maintenance also includes costs associated with metering.  Revenue 9 

metering is federally regulated under the Electricity and Gas Inspection Act and is 10 

governed by Measurement Canada.  Under Measurement Canada regulations, all revenue 11 

meters must be approved and routinely inspected and maintained.  Remotes complies 12 

with Measurement Canada rules and regulations.  Based on Measurement Canada rules, 13 

meters must regularly be removed from service to verify that they are performing 14 

accurately and within specifications.  Electricity customers require a meter to measure 15 

their electricity usage, and the proper functioning of billing meters is essential to ensure 16 

customers are neither overbilled nor underbilled.  17 

 18 

Distribution operations includes data collection and system condition assessment used to 19 

plan corrective and preventative maintenance, joint use activities and engineering support 20 

for distribution.  The Distribution System Code requires that all local distribution 21 

companies assess the condition of its assets and patrol their distribution lines to identify 22 

structural problems, damaged equipment and components that may cause a power 23 

interruption, as well as any hazards such as leaning poles, damaged equipment enclosures 24 

and vandalism.   25 

 26 

Lower distribution operations in 2010 compared to 2009 primarily reflect lower data 27 

collection activities as part of Remotes’ program to assess the condition of its distribution 28 
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assets. Increased distribution operations in 2012 reflect increased engineering support for 1 

distribution and the completion of a project to automate data collection. Higher 2 

maintenance activities in 2010 compared to 2009 reflects increased trouble response, 3 

planned maintenance and forestry. Lower distribution maintenance in 2011 compared to 4 

2010 reflects lower forestry (-$261 thousand), reduced trouble response -($221 thousand) 5 

and lower planned maintenance (-$63 thousand).  Expected increases in 2012 compared 6 

to 2011 primarily reflect higher trouble response ($235 thousand) and higher forestry 7 

services ($194 thousand).  Increases between 2012 and 2013 reflect increased trouble 8 

response ($180 thousand), higher planned maintenance ($111 thousand) and higher 9 

forestry services (1,200 thousand) mainly associated with clearing the transmission line 10 

right-of-way to Cat Lake and costs associated with service to Pikangikum ($380 11 

thousand). 12 
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CUSTOMER CARE OM&A 1 

 2 

1.0 INTRODUCTION 3 

 4 

Remotes provides general customer account services including in-community customer 5 

service activities to all customers connected to its distribution system.  These services are 6 

established by Remotes’ Distribution Licence, rate schedules, and in the Codes and Rules 7 

established by the Board, and are documented in Remotes’ Conditions of Service.  8 

Remotes’ customer care team is responsible for billing, collections, meter reading, and 9 

responding to customer inquiries and complaints.   10 

 11 

The Customer Care spending for historic, bridge and test years is shown in Table 1 12 

below.   Bad Debt expense is included in the Customer Care OM&A category. 13 

 14 

Table 1 15 
Customer Care OM&A 16 

($ Thousands) 17 
Category Historic Bridge Test 

2009 2010 2011 2012 2013 

Customer Care 1,143 1,480 1,930 1,689 1,855 

Bad Debt (365) (624) (196) 38 48 

Total 778 856 1,734 1,727 1,903 

 18 

2.0 CUSTOMER CARE 19 

 20 

Customer care expenses include costs to read meters, bill customers, collect on 21 

outstanding accounts and respond to customer inquiries.  Remotes has two staff in the 22 

Thunder Bay service centre who are responsible for entering meter readings into the 23 

Customer Service System, answering customer calls and inquiries, entering bill 24 
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payments, organizing collection trips, contacting customers and band councils prior to 1 

collection activity and negotiating payment arrangements.  Field staff undertake 2 

collection activities in the communities. Meter reading is contracted out through Band 3 

Councils to individuals in the communities. 4 

 5 

Customer Care spending in 2011 was higher mainly due to participation on the corporate 6 

project to replace Hydro One’s billing system ($333 thousand).  Bridge year spending is 7 

expected to be lower as the billing system project is implemented and required 8 

involvement in the project design winds down.  Increases in 2013 relate to the inclusion 9 

of Cat Lake and Pikangikum in Remotes’ service territory.  10 

 11 

3.0 BAD DEBT  12 

 13 

Bad debt expense is made up of direct writeoffs offset by recoveries, plus adjustments to 14 

the provision for bad debts.  The bad debt allowance is based on a combination of 15 

applying a model percentage against outstanding energy accounts receivables and 16 

specific identification of high risk receivables.  The provision is an allowance taken 17 

against receivables where full recovery is in doubt and is determined using allowance 18 

rates on previous actual payment history, the normal payment curve and specific 19 

adjustments for large or unusual receivables based on management judgment.  20 

Adjustments to this allowance are charged to bad debt expense when outstanding 21 

receivables increase. When outstanding balances are reduced, the provision is reduced 22 

and the adjustments are credited to bad debts.  23 

 24 

Credits to bad debt expense in 2009, 2010 and 2011 reflect Remotes’ success in 25 

negotiating payment arrangements with First Nation Band Councils. Since January 2009, 26 

outstanding First Nation accounts receivable have been reduced from $9,532 thousand to 27 

$4,685 thousand in January 2012, when most First Nations had successfully completed 28 
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their payment plans.  As a result of these successful payment arrangements, the provision 1 

has been reduced.  Bad debt expense is expected to increase to reflect the conclusion of 2 

most of these payment plans in the bridge and test years. 3 
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COMMUNITY RELATIONS OPERATIONS, MAINTENANCE AND 1 

ADMINISTRATION  2 

 3 

 4 

Table 1 5 
Community Relations 6 

($000s) 7 
 
 

Historic Bridge Test 

2009 2010 2011 2012 2013 

Total 394 309 444 846 866 

 8 

Community Relations expenses include various customer outreach activities, including 9 

the Conservation and Demand Management (CDM) program, the Customer Advisory 10 

Board (“CAB”) and public safety measures such as the joint use program.    11 

 12 

CDM is the largest element of Remotes’ Community Relations activities.  Funding for 13 

CDM ($300 thousand) was first approved as part of its ongoing revenue requirement in 14 

its 2005 rate application (RP-2005-0020/EB-2005-0497) and the same level of funding 15 

($300 thousand) was approved in its 2008 application (EB-2008-0232).  Remotes 16 

believes that an expansion of this program is a key aspect of meeting customer energy 17 

requirements going forward.  Remotes’ energy conservation activities involve the 18 

delivery of energy conservation and demand management strategies that are designed to 19 

have a measurable impact on energy consumption rates as well as to develop local 20 

expertise within the community itself.  Conservation of energy assists customers in 21 

managing their electricity bills and also reduces Remotes’ fuel usage.  22 

 23 

Remotes’ current customer conservation program is designed to develop sustainable 24 

conservation by developing local expertise and buy-in within communities. Remotes’ 25 

program focuses on conservation and energy efficiency awareness and on deploying 26 
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energy efficient appliances within these communities.  As part of this program, Remotes 1 

hires and trains a local coordinator to implement energy efficiency measures and to 2 

educate community members about energy use.  Remotes includes three communities a 3 

year in this program and expects that eventually each community will have participated 4 

in the program.   5 

 6 

In 2011, Remotes initiated an ongoing partnership with the Northern stores to offer 7 

rebates on ENERGY STAR appliances.  This initiative promises to lead to long term 8 

energy savings and will help make energy efficient appliances available throughout 9 

Remotes’ service territory and extends energy conservation activities to communities that 10 

are not part of the intensive pilot program.   11 

 12 

In 2011, Remotes’ customer conservation programs resulted in 245,600 kWh of in-year 13 

savings and life cycle savings of 1,891,878 kWh.  14 

 15 

Although the Ontario Power Authority (OPA) is working to develop a program within 16 

Remotes’ service territory, its program is not yet available.  Remotes has worked with the 17 

OPA on various initiatives in the north, including conservation and transmission planning 18 

and expects that its efforts to deploy conservation programming in the north and will 19 

support and dovetail with the OPA programs when they become available.  20 

  21 

Due to federal funding constraints, AANDC does not have funding for needed upgrades 22 

in its five-year capital plan.  To help alleviate the need for increased generation related to 23 

load growth, Remotes plans to expand its conservation activities in 2012 and 2013 (2012 24 

$344 thousand, 2013 $361 thousand).  Planned activities include more work with First 25 

Nation Band Councils to conserve electricity used in band operated assets such as Band 26 

Offices, arenas and water and sewage plants.    Remotes also plans to work with 27 

communities and with Canada Mortgage and Housing to ensure that energy efficient 28 
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appliances are purchased when new homes are built and to ensure that energy efficiency 1 

standards are considered for new buildings.   2 

 3 

Other Community Relations activities include Remotes’ Customer Advisory Board 4 

(“CAB”), customer research activities, customer communications and community 5 

relations expenses such as community meetings.  Remotes surveys its customers and 6 

Band Councils annually to discuss service satisfaction, planned program activities, areas 7 

that services can be improved and related matters.  Customer communications includes 8 

bill inserts and other mailings to customers. Community relations activities include 9 

community meetings and other outreach activities to discuss service issues. CAB 10 

members are residential and commercial customers from within Remotes’ service 11 

territory.  The CAB offers advice on service policies and procedures, and on ways to 12 

improve services within the communities.  Costs for this program are related primarily to 13 

meeting facilities, transportation to meetings and travel expenses for CAB members.   14 

 15 

Variances between 2009 and 2010 relate to reduced spending on CDM ($97 thousand) as 16 

a result of difficulties retaining community coordinators.  Variances between 2010 and 17 

2011 relate primarily to conservation program activity returning to plan in 2011 ($101 18 

thousand). Increases between 2011 and 2012 relate to planned increases in conservation 19 

program activities ($344 thousand). 20 
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SHARED SERVICES AND OTHER ADMINISTRATIVE COSTS  1 

 2 

1.0 SHARED SERVICES 3 

 4 

Shared Services include common corporate functions and services (CCFS), 5 

telecommunications, enterprise technology, supply management services.   6 

 7 

Table 1 8 
Remotes’ Shared Services  9 

($000s) 10 
Description Historic Bridge Test 

2009 2010 2011 2012 2013 

CCFS 891 1,009 952 893 905 

Telecommunications 
Services 

141 132 134 128 118 

Enterprise Technology 
Services 

333 375 331 226 222 

Supply Management 
Services 

60 79 77 77 77 

Customer System 
Operations 

45 46 48 49 48 

Common Asset Allocation 0 0 0 0 180 

Total 1,470 1,641 1,542 1,373 1,550 

 11 

 12 

2.0 CCFS COST ALLOCATION METHODOLOGY  13 

 14 

Hydro One Inc. has identified certain CCFS that provide common benefits to all business 15 

units while minimizing costly and unnecessary duplication.  Since 2006, Hydro One Inc. 16 

has applied a cost allocation methodology developed by Black and Veatch (B&V) that is 17 

based on clearly articulated shared services and an established cost allocation approach 18 
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based on cost causality and benefit principles. The principles-based allocation is based on 1 

direct allocation where possible and on activity-based drivers where it is not.  Costs 2 

provided under the shared services model include CCFS (e.g. legal, finance and human 3 

resources), Telecommunications Services (telephone, fax and internet services for the 4 

Thunder Bay service centre and at each of the remote community sites); Enterprise 5 

Technology Services (outsourced services provided by Inergi LP related to IT systems, 6 

accounts payable, payroll, billing and financial IT systems and desk side support); Supply 7 

Management Services, and Customer System Operations (customer billing).   8 

 9 

The shared service model allows for the delivery of specialized services without 10 

replicating these functions within each separate subsidiary. Benefits to Remotes include 11 

the following: 12 

• Ensures availability of required specialist expertise and resources; 13 

• Ensures application of consistent policies, governance frameworks, business 14 

processes; 15 

• Rationalizes and offers consistent levels of service across all Hydro One subsidiaries 16 

irrespective of size (human resources, pay and financial services, infrastructure 17 

support); 18 

• Uses common technology systems and platforms providing better access to high 19 

quality and accurate information and to required services; and 20 

• Allows Remotes to benefit from economies of scale in such areas as accounts payable 21 

processing, procurement processes and management of supplier relationships. 22 

 23 

CCFS are also discussed in Exhibit A-09-03, and include Corporate Management, 24 

Finance, Outsourcing Services, Internal Audit, Tax, Legal, Corporate Secretariat, 25 

Regulatory, Corporate Communications and Services, First Nation and Metis Relations, 26 

Security, Human Resources and Labour Relations.   27 

 28 
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In 2013, Remotes will begin being charged for its use of the SAP systems associated with 1 

the Cornerstone project ($180 thousand).  This Common Asset Allocation is supported by 2 

a recent B&V Review of Shared Assets Allocation prepared for the Networks 3 

Transmission application (EB-2012-0031, Ex. C1, Tab 7, Schedule 3, Attachment 1).  4 

Given that Remotes uses the new enterprise-wide SAP system, it has been included in the 5 

scope of this study for the first time. 6 

 7 

3.0 OTHER ADMINISTRATIVE COSTS  8 

 9 

Other Administrative Costs include Remotes’ project costs; Ontario Energy Board cost 10 

assessment, costs awards and proceeding-specific costs; and expenses related to the 11 

OEB’s Low-Income Emergency Assistance Program.   12 

 13 

Table 2 14 
Other Administrative Costs  15 

($000s)  16 
Description Historic Bridge Test 

2009 2010 2011 2012 2013 

Regulatory and Project 
Expenses 

262 0 79 140 140 

Low-Income Energy 
Assistance Program 
(LEAP) 

0 0 52 52 52 

Total 262 0 131 192 192 

17 
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Regulatory and Project Expenses include costs directly associated with Ontario Energy 1 

Board hearings on Remotes’ matters and also include, starting in 2011, the Ontario 2 

Energy Board’s allocation of its expenses to Remotes (approximately $80 thousand each 3 

year).  Regulatory expenditures of $54 thousand in 2009 relate to Remotes’ 2008 Cost of 4 

Service proceeding (EB-2008-237).  Project expenses are associated with a corporate 5 

software project undertaken in 2009. 6 

 7 

LEAP is an OEB directed initiative, which started in 2011.  8 

 9 

4.0 TOTAL SHARED SERVICES AND OTHER ADMINISTRATION 10 

 11 

Total Shared Services and Other Administration include credits associated with direct 12 

program assignments, non-energy bad debts and capitalized overheads.   13 

 14 

Direct Program Assignments are services that can be directly assigned to an OM&A 15 

program, such as billing. These are deducted from Shared Services and Administration.  16 

Non-energy bad debts are also removed and are included in Customer Care, (Exhibit C1 17 

Tab 2, Schedule 4).  18 

 19 

Capitalized Overheads are the portion of Common Corporate Costs attributable to 20 

overhead and indirect costs related to capital projects that are capitalized, as discussed in 21 

Exhibit D, Schedule 2, Tab 1 and are deducted from Shared Services and Other Costs.  22 

23 
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Table 3 1 
Total Shared Services and Other Administrative Costs 2 

($000s)  3 
Description Historic Bridge Test 

2009 2010 2011 2012 2013 

Shared Services 1,470 1,641 1,542    1,373 1,550 

Other Administrative 
Costs 

262 0 131      192   192 

Total 1,732 1,641 1,673    1,565 1,742 

Less Direct Program 
Assignments 

(95) (195) (185) (132) (130) 

Less Capitalized 
Overheads 

(371) (359) (494) (391) (455) 

Total Shared Services 
and Other 
Administration 

1,266 1,087 994 1,042 1,157 

 4 
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EXTERNAL WORK 1 

 2 

1.0 OVERVIEW 3 

 4 

Remotes performs a small amount of unregulated external work.  There are three main 5 

areas of work:  assistance to the Electricity Safety Authority (ESA) to facilitate 6 

inspections of Remotes’ distribution systems and of customer installations; maintenance 7 

of street lights and First Nation owned generating equipment in Remotes service territory; 8 

and assessments of the Independent Power Authority generating stations (First Nation 9 

owned and operated generating stations in remote communities Remotes does not serve).  10 

These assessments are undertaken from time to time in cooperation with AANDC and the 11 

local community.  These assessments identify operational risks and efficiency measures 12 

that could be undertaken by AANDC or the local First Nation.  Costs related to external 13 

work are shown in Table 1, below.  Revenues from external work are an offset to revenue 14 

requirement and are discussed in Exhibit E3, Tab 1, Schedule 1. Lower external work in 15 

2011 as compared to 2010 relates to the completion of site assessment work in the 16 

community of Weenusk ($46 thousand).  Lower expected external work in 2012 and 17 

2013 is primarily the result of lower projected ESA requests ($41 thousand).  18 

 19 

Table 1 20 

Costs Related to External, Unregulated Work 21 

($000s) 22 

Historic Years Bridge Test 

2009 2010 2011 2012 2013 

156 172 129 61 61 

 23 
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CORPORATE STAFFING 1 

 2 

1.0 STAFFING STRATEGY AND OVERVIEW 3 

 4 

Remotes’ work is performed by regular staff, hiring hall staff, services purchased from 5 

Hydro One Networks Inc., contracts with external firms who provide environmental 6 

services and by contracts for services with local communities, for agents and meter 7 

readers, and for casual resources related to land assessment and remediation, construction 8 

and CDM projects.  Over 40% of Remotes’ work is performed by non-regular resources.  9 

 10 

Remotes has 48 full-time, regular staff.  Remotes’ work program has increased 11 

significantly over the past four years.  As outlined in Exhibits C1-02-02, C1-02-03 and 12 

D1-02-01, increases to the work program are driven primarily by the need to comply with 13 

environmental and safety regulation (Fire System Certification, Electrical Drawings for 14 

Plants, Operator Training) and by the need to supply safe and reliable electricity.  A 15 

complement of regular, full-time staff is required to manage non-regular resources and to 16 

ensure that the work program can be completed.  Full-time regular staff perform the 17 

following functions: design and manage generation and distribution assets, construction 18 

planning, project management and commissioning, environmental management and 19 

support services, financial support and services, regulatory support and services, 20 

customer outreach, contact and billing/collection services, program management, work 21 

execution, planning and management/supervision, skilled electrical and mechanical 22 

trades work and fuel and material inventory management.  23 

 24 

Due to the nature of Remotes’ service territory, extensive travel and time away from 25 

home may be required. Staff retention and recruitment can therefore be challenging. 26 

Additionally, about 40% of Remotes employees are eligible for an undiscounted 27 

retirement over the next five years.  Remotes has a number of regular staff positions that 28 
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are essentially “one of” positions.  If an employee leaves the company to retire or pursue 1 

other opportunities, Remotes’ work program can be negatively affected until the job 2 

duties are mastered by the departing employee’s replacement.   3 

 4 

To address the training risk associated with staff retirements, Remotes attempts to offer 5 

some overlap between new employees and retiring employees so that a skill transfer can 6 

take place.  Remotes also participates in Hydro One Networks Inc. established 7 

recruitment, apprenticeship and training programs, and benefits from opportunities to 8 

employ skilled staff on a temporary basis (on rotations for example).  9 

 10 

Contracts with First Nation Agents/Operators through band offices provide the following 11 

functions:  minor maintenance on diesel generators; initial emergency response and 12 

assessment; fuel delivery, receipting and inventory monitoring; diesel station and staff 13 

house janitorial work; and meter reading.  Casual labour is also secured through band 14 

offices for translation and logistical assistance for community/customer meetings, for the 15 

conservation program and to work on construction projects and on Land Assessment and 16 

Remediation projects.  17 

 18 

Remotes also contracts with Hydro One Networks Inc. for various services.  These 19 

contracts give Remotes access to a greater pool of employees than would otherwise be 20 

the case for a small utility.  Remotes also secures 24 hour trouble response services, 21 

forestry services, purchasing services, legal services, information technology services, 22 

corporate accounting services, safety and work methods and training services from Hydro 23 

One Networks Inc. under Service Level Agreements.  These agreements allow Remotes 24 

to supplement their regular staff and to access professional and trades staff required on a 25 

less than full-time basis. Additional resources used to supplement Remotes’ regular 26 

employees include casual skilled trades staff contracted through the Hiring Hall (Power 27 

Workers’ Union) and temporary staff.  28 

 29 
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2.0 STAFFING STRUCTURE  1 

 2 

Remotes has seven main categories of labor resources:   3 

 4 

(i) PWU-represented staff: The PWU is an industrial union that represents the trades, 5 

technicians and clerical workers.  Within Remotes, PWU staff perform line work, 6 

electrical, mechanical, protection and control, civil, stock keeping, other technical and 7 

clerical/administrative work.  These include Hydro One electrical maintainers, line 8 

maintainers, mechanical maintainers, engineering technicians and administrative 9 

employees. 10 

(ii) Society-represented staff: The Society is a professional union that represents 11 

engineers, accounting, technical, administrative and supervisory staff. They perform 12 

engineering, high level technical and administrative work as well as supervisory 13 

functions.  14 

(iii)Management staff, who are excluded from representation because they carry out 15 

managerial duties or work on confidential labour relations matters or legal matters. 16 

(iv) Temporary Employees who are employees performing work in any of the three 17 

categories set out above and who are engaged in work that is not of a continuing 18 

nature. 19 

(v) Contracted Staff are individuals engaged as independent contractors and are not on 20 

Remotes’ payroll.  They are engaged for varying amounts of time and paid varying 21 

amounts commensurate with their skill sets and the market rate for that skill.  22 

Contract staff are tracked and charged to Remotes by work programs or activities and 23 

not by headcount.  Where applicable, the procurement of contract staff is governed by 24 

the terms of the collective agreements between the Corporation and its respective 25 

unions.   26 

(vi) Station operator agents and meter readers are community-based resources normally 27 

contracted through the local Band Council.  Station operators are responsible for 28 

routine inspections of the diesel plants; minor maintenance such as changing oil 29 
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filters; reporting station problems to the Thunder Bay service centre; monitoring fuel 1 

deliveries; emergency response; and the safe handling and disposal of waste.  2 

Remotes has an agent and a back-up agent for each station.  Meter readers are 3 

responsible for reading meters and for reporting meter readings to the Thunder Bay 4 

Service Centre.  Remotes has a meter reader in each community. 5 

(vii) Casual workers are used for building projects, Land Assessment and Remediation 6 

projects and CDM projects.  Casual workers may be acquired through the PWU 7 

hiring hall, or contracted through local Band Councils, depending on the type of work 8 

and skills available in the community.   9 

 10 

Information on wages, salaries and overtime related to regular employees can be found in 11 

Exhibit C2 Tab 3 Schedule 1.  12 
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DEPRECIATION AND AMORTIZATION EXPENSES 1 

 2 

1.0 INTRODUCTION 3 

 4 

The purpose of this evidence is to summarize the method and cost of Remotes’ 5 

depreciation and amortization expense for the 2013 test year. 6 

 7 

The depreciation expense for Remotes’ submission for the 2009 revenue requirement was 8 

based on the methodology in an independent study conducted by Foster Associates in 9 

2006.  Foster Associated completed a new Depreciation Study for Hydro One Remote 10 

Communities in support of this application.  The study can be found at Exhibit C1-04-01 11 

Attachment A.    12 

 13 

Amortization expense pertains to costs the Board has allowed Remotes to defer for 14 

recognition at a future date.  The Board has, in past decisions, approved the amount of the 15 

cost to be deferred for future recovery, the prescribed period or method of amortization 16 

and prescribed the time period over which the costs in each account should be amortized. 17 

Historical, bridge and test year amortization schedules are filed at Exhibit C2, Tab 4, 18 

Schedule 1.  19 

 20 

2.0 DEPRECIATION EXPENSE 21 

 22 

The aforementioned Foster methodology was used in determining the depreciation 23 

expense for the 2013 test year.  24 

 25 
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Table 1 1 

Distribution Depreciation Expense 2 

$ Thousand 3 

 

Description 

Historic Bridge Test 

2009 2010 2011 2012 2013 

Depreciation On Fixed Assets 2,657 2,815 2,909 2,898 2,596 

Asset Removal Costs 377 271 768 592 721 

Losses/(Gains) - (112) - - - 

Total 3,034 2,974 3,677 3,490 3,317 

 4 

The decrease in 2013 depreciation expense amount relative to the 2012 amount is due to 5 

the application of the depreciation rates recommended in the Depreciation Rate Review 6 

by Fosters Associates.  The most significant changes in rates occur in the prime mover 7 

asset class. 8 

 9 

Fixed asset removal costs are charged to depreciation expense on an “as incurred” basis.  10 

Removals increased significantly in 2011 due to a higher level of engine replacements 11 

and overhauls as well as a distribution line tear-down. In 2013 there are a greater number 12 

of engine replacements which results in increased removal costs. 13 

 14 

3.0 AMORTIZATION EXPENSE 15 

 16 

Remotes recognizes a liability for estimated future expenditures required to remediate 17 

past environmental contamination associated with the assessment and remediation of 18 

contaminated lands, based on the net present value of these estimated future expenditures.  19 

Since these expenditures are expected to be recoverable in future rates, Remotes has 20 

recognized an equivalent amount as a regulatory asset.  This balance is amortized on a 21 

basis consistent with the pattern of actual expenditures expected to be incurred each year, 22 

currently estimated to continue until the year 2030. The Board accepted this accounting 23 
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treatment as part of the RP-2008-0211 Decision. The treatment of these costs in this 1 

Submission is consistent with the treatment in that proceeding. Remotes reviews its 2 

estimates of future environmental expenditures on an ongoing basis.   3 

 4 

Table 2 5 

Remotes Amortization Expense 6 

$ Thousand 7 

 

Description 

Historic Bridge Test 

2009 2010 2011 2012 2013 

Environmental Assets 983 1,268 1,017 3,474 2,713 

 8 

 9 

Table 2 shows historic bridge and test expenditures of Land Assessment Remediation 10 

(LAR).  The LAR program involves assessment of historically contaminated lands, the 11 

implementation of remedial measures to treat, remove or otherwise manage the 12 

contamination found on and off-site and the implementation of on-site management 13 

controls to mitigate future off-site property impacts.  Most of the contamination at 14 

Remotes’ sites is associated with historic spills of diesel fuel. 15 

 16 

LAR projects are normally planned to coincide with major capital projects such as 17 

generation upgrades and extend over multiple years.  As such, variances in year over year 18 

expense are typical, based on the timing of these discrete projects.  As these projects are 19 

normally undertaken with the involvement of the local First Nations, negotiations are 20 

required and project delays can occur. Increases in 2012 are associated with construction 21 

work at the old generating site in Sandy Lake, including bio-cell construction, excavation 22 

of impacted soil, haulage and backfilling, in-situ remediation system design, installation 23 

of extraction/injection wells and supply and installation of a groundwater pumping 24 

system ($1,700 thousand).  In 2013, the decrease is attributable to the end of construction 25 

in Sandy Lake (-$ 1,960 thousand), offset by increases associated with the anticipated 26 
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clean-up of historical contamination in Pikangikum ($600 thousand), the removal and 1 

remediation of an old tank farm site in Attawapiskat ($350 thousand), and the start of the 2 

clean-up of the old generating station in Webequie ($260 thousand).   3 
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PAYMENTS IN LIEU OF CORPORATE INCOME TAXES 1 

 2 

1.0 INTRODUCTION 3 

 4 

Under the Electricity Act, 1998, Remotes is required to make payments in lieu of 5 

corporate income taxes (PILS) relating to taxable income earned by its distribution and 6 

generation business.  The Ontario Energy Board (OEB) has directed that the taxes 7 

payable method should also be used for regulatory purposes (2006 EDR Handbook 8 

section 7.1 “OEB 2006 regulatory expense methodology”).   9 

 10 

Under the taxes payable method, no provision is made for future income taxes that result 11 

from timing differences between the tax basis of assets and liabilities and their carrying 12 

amounts for accounting purposes.  Accordingly, the taxes payable method will result in 13 

the PILS income tax payable being different than the amount that would have been 14 

recorded, had the combined Federal and Ontario statutory income tax rate been applied to 15 

the regulatory net income before tax.  When unrecorded future income taxes become 16 

payable, it is expected that they will be included in the rates approved by the OEB and 17 

recovered from the customers at that time. 18 

 19 

PILS installments are remitted by Remotes to the OEFC at the end of each month. Any 20 

balance owing at the end of the year is required to be paid by the end of February of the 21 

following year. 22 

 23 

The 2013 Remotes regulatory tax calculation has been prepared in accordance with the 24 

2006 EDR Handbook and the 2006 EDR Tax Model. 25 

 26 

27 
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2.0 INCOME TAX RATE (FEDERAL AND ONTARIO):  1 

 2 

A combined rate of 26.5% has been used for 2013 (Federal 15% and Ontario 11.5%).  In 3 

2012, a combined rate of 26.50% was also in effect, whereas, a combined rate of 28.25%, 4 

31% and 33% was in effect in 2011, 2010 and 2009 respectively.  5 

 6 

3.0 RECONCILIATION BETWEEN REGULATORY NET INCOME BEFORE 7 

 TAX AND TAXABLE INCOME 8 

 9 

A reconciliation between the regulatory Net Income Before Tax (“NIBT”) and taxable 10 

income for the test year 2013 is provided in Exhibit C2, Tab 5, Schedule 1, Attachment 1. 11 

This schedule reflects adjustments to regulatory NIBT to arrive at taxable income. It also 12 

shows how the taxable income is computed by making adjustments to the regulatory 13 

NIBT for items such as depreciation, capital cost allowance (“CCA”) etc.   14 

 15 

A reconciliation between the accounting NIBT and taxable income for the historical years 16 

is provided in Exhibit C2, Tab 5, Schedule 1, Attachment 3. 17 

 18 

In order to make it easier for parties to follow the historic reconciliations, we have 19 

grouped adjustments made to regulatory NIBT to arrive at taxable income into the 20 

following five categories:  21 

 22 

1) Recurring items that must be added (deducted) because they have been included in 23 

the OM&A expenses in arriving at the revenue requirement or for which appropriate 24 

tax adjustments are made  (e.g. depreciation vs. CCA); 25 

2) Deferral accounts not included in the revenue requirement;  26 

3) Reversal of accounting adjustments not included in the revenue requirement;  27 

4) Recurring items not in the revenue requirement; and  28 
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5) Items where the impact is immaterial in total, and as such, have not been included in 1 

our business plan (applicable to test year only). 2 

 3 

4.0 OVERVIEW OF PROCESS TO ARRIVE AT TAXABLE INCOME 4 

 5 

The starting point for the computation of Remotes’ taxable income is the NIBT as shown 6 

on the utility's income statement for the year.  There are typically many adjustments that 7 

are made to the NIBT to arrive at taxable income, since the NIBT is prepared using US 8 

generally accepted accounting principles (US GAAP) and taxable income is computed 9 

using the relevant tax legislation, interpretations and assessing practices.  Essentially, the 10 

NIBT is increased by amounts that are not deductible for tax purposes. This includes 11 

items such as depreciation, contingent liabilities, accounting provisions such as other post 12 

employment benefits (“OPEB”) etc. On the other hand, the NIBT is reduced by amounts 13 

that are deductible for tax purposes but have not been deducted in computing NIBT. This 14 

includes items such as CCA, the deductible portion of capitalized overhead, 15 

environmental and OPEB payments. 16 

 17 

Consequently, it is imperative that the NIBT be adjusted for amounts that have been 18 

included (or deducted) for accounting purposes that are not income (or deductible) for tax 19 

return purposes.  This is a key point in comparing the historical years tax return data to 20 

that computed for the test year, since the tax return NIBT has been increased (or reduced) 21 

by amounts that have not been added (or deducted) in computing the regulatory NIBT 22 

(e.g. contingent liabilities and capitalized interest). That is, for test year 2013, only 23 

differences between the tax and accounting rules related to costs included in either the 24 

regulatory revenue requirement or rate base (e.g. CCA, capitalized overhead) are adjusted  25 

in arriving at taxable income. 26 

 27 
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5.0 TREAMENT OF DEFERRAL ACCOUNTS (REGULATORY ASSETS 1 

AND LIABILITIES) 2 

 3 

Deferral accounts are typically recognized by utilities (i.e. on their balance sheet) for 4 

foregone revenue or for expenses that have been incurred for which recovery will be 5 

sought from ratepayers through future rates. Disposition of the deferral accounts is 6 

determined by the Board. 7 

 8 

For example, as shown in Table 1, assuming that a 25% tax rate and a $100 expense is 9 

incurred, the utility will be allowed to deduct the $100 in computing taxable income for 10 

the year in which the expense has been incurred.  If the Board subsequently approves 11 

recovery of this expense over a two year period through a rate rider, the income will be 12 

included in computing taxable income for the year in which it is billed to ratepayers.  The 13 

net result is that the utility has recovered the $100 cost although the income or expense 14 

has been taxed or deducted in different years. 15 

 16 

Table 1 17 

 Year 1 Year 2 Year 3 CUM 

Income 

(deduction) 

(100) 50 50 Nil 

Tax Refund 

(payable) 

25 (12.5) (12.5) Nil 

Cash Inflow 

(outflow) 

 

(75) 

 

37.5 

 

37.5 

 

Nil 

 18 

Therefore, deferral accounts have not been included in computing tax payable for 19 

purposes of the revenue requirement since the tax benefit has or will be obtained through 20 
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the tax system.  It should be noted that this conclusion is consistent with the "2006 EDR 1 

Handbook Report of the Board" issued May 11, 2005 (Page 61) that stated as follows: 2 

 3 

"A PILS or tax provision is not needed for the recovery of deferred 4 

regulatory asset costs, because the distributors have deducted, or will 5 

deduct, these costs in calculating taxable income in their returns.  The 6 

Handbook will reflect this treatment." 7 

 8 

6.0 CONTINGENT LIABILITIES/ACCOUNTING RESERVES 9 

 10 

Where an accounting provision is recognized for certain contingent costs that the utility 11 

may have to incur in the future (e.g. obsolescence provisions, lawsuits, staff reductions, 12 

etc.), the provision will reduce the NIBT of the utility.  In each subsequent year, the 13 

balance for the contingent liability or accounting reserve is reviewed by the utility for 14 

reasonableness based upon the information available at that time. The balance may be 15 

adjusted upward or downward with NIBT either decreasing or increasing, respectively.   16 

 17 

However, for tax purposes, a contingent liability or accounting reserve is not deductible.  18 

Rather, the amount will only be deductible (or capitalized) in computing taxable income 19 

for the taxation year in which the obligation has actually been settled.  Therefore, to the 20 

extent that the current year NIBT has been increased (or decreased) by the contingent 21 

liability or accounting reserve provision, the NIBT must be adjusted to reverse the 22 

increase (or decrease) in computing taxable income. 23 

 24 

It is not necessary to adjust the 2013 NIBT for contingent liabilities in computing taxable 25 

income since no changes were forecasted in the contingent liability balance for 2013.  26 

Therefore, such amounts are not included in the tax computation for purposes of the 27 

revenue requirement.  28 
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7.0 ONTARIO CAPITAL TAX 1 

 2 

As of July 1, 2010, the Ontario capital tax was eliminated.  Therefore there is no Ontario 3 

capital tax calculated for the 2013 test year. 4 
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COSTING OF WORK 1 

 2 

1.0 OVERVIEW 3 

 4 

Remotes’ work program is comprised primarily of activities associated with labour, 5 

equipment, material acquisition and sundry. Consistent with common industry practice, 6 

trade labour and equipment hours are distributed directly to benefiting programs and 7 

projects by weekly time-entry. Standard hourly labour and equipment rates are then used 8 

to convert the reported hours into costs.  Both labour and equipment rates are “fully 9 

loaded” to ensure that all associated support costs required to deploy resources and 10 

equipment are accurately and cost effectively distributed to the benefiting work.   11 

 12 

In terms of material and contract costs, a material surcharge is included in this cost 13 

category to capture material and contract services procurement costs benefiting the 14 

particular program or project.  In the case of distribution capital projects and external 15 

sales, a freight surcharge is also included to distribute the freight costs associated with the 16 

winter road delivery of distribution line materials into the remote communities. 17 

 18 

As thirteen of the communities Remotes served are not accessible by year-round road, 19 

staff, equipment and cargo are transported to the communities by aircraft. Remotes 20 

contracts out the passenger and cargo transportation services.  Flight costs are charged to 21 

the project that the personnel are working on with efficiencies achieved by co-ordination 22 

of work crew scheduling whenever possible.   23 

 24 

Remotes staff most often stay several days at a time in the company’s staff house in the 25 

remote community in which they are working.  To efficiently reflect the cost of food to 26 

direct work, food expense is allocated to all projects in which there are labour hours 27 
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incurred by trade and technical staff. This cost is implicit in the labour rate ("fully 1 

loaded") and is $6 per hour in the test year.     2 

 3 

In terms of estimating and costing capital work, there may be circumstances when 4 

removal costs or customer contributions need to be separately identified. The cost of 5 

removal work is accounted for as Depreciation and Amortization and customer 6 

contributions are netted against our gross capital costs.  Capital work also receives a 7 

monthly charge for its share of Corporate Common Functions and Services, overhead 8 

costs and capitalized interest where applicable.  9 

 10 

2.0 PROJECT / PROGRAM MAJOR COST CATEGORIES 11 

 12 

2.1 Standard Labour Rates 13 

 14 

On an annual basis, Remotes’ standard labour rates are derived based on information 15 

gathered through the annual budgeting process.  Resource budgets for each major 16 

resource category are calculated and categorized into three basic cost components; 17 

forecast billable (direct charged) hours, forecast non-billable hours and forecast non-18 

billable expenses. Total payroll costs include allowances (as per negotiated contracts), 19 

company benefits, Government obligations and contractual time away from work 20 

(vacation, statutory holidays, sick leave) along with assigned Remote administrative 21 

costs. Those total payable costs are divided by the forecast billable hours, to create the 22 

Remotes standard labour rates. The cost elements embedded in the standard rate are 23 

illustrated in Table 1 and explained in the pages following, using the Remotes Technician 24 

and Maintainer rate as an example.  25 

 26 

27 
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 1 

Remote Communities Technician and 

Maintainer – Regular Staff 

2013 Forecasted Labour Rate 

Billable $ per Hr. 

Composition Of Standard Labour Rate $184 

Includes the following components:  

Meal Surcharge $6 

Payroll Obligations $76 

Non-Labour Administration Costs $21 

Non-Project, Administration, Management  and 

Support Services Labour 

$81 

 2 

2.1.1 Payroll Obligations ($76) 3 

 4 

A brief description of the cost elements included in this category is provided below.   5 

 6 

Labour and Payroll Allowances (68% of Payroll Obligations) 7 

• Base Pay: Contractually negotiated and reflected in our wage schedules. 8 

• Overtime: Contractually negotiated.  9 

• Payroll Allowances: Allowances are also contractually negotiated and stated in our 10 

collective agreements. Regular staff (PWU) are entitled to travel, footwear and on-11 

call allowances.  Casual trades are entitled to travel and subsistence allowances where 12 

circumstances permit. Staff are also entitled to Northern and Remote overnight and 13 

lodging allowances when working directly in communities served by local diesel 14 

generation.  15 

 16 
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Company Benefits (25% of Payroll Obligations) 1 

• Regular Staff: Comprised of Pension (28.9% of base pensionable earnings) and 2 

current and post employment benefits; health, dental, etc. (24.1 % of base pensionable 3 

earnings). 4 

 5 

Government Obligations (4% of Payroll Obligations) 6 

• Consists of Canada Pension Plan (CPP), Employment Insurance (EI), Employee 7 

Health Tax (EHT) and Workplace Safety and Insurance Board Schedule 1 Premiums 8 

(WSIB);  9 

• In 2013, 5.78 percent is to be applied against total earnings (includes base pay, bonus, 10 

overtime, benefits and taxable allowances) to recover these costs. 11 

 12 

2.1.2 Non Labour Administration Costs ($21)  13 

 14 

This category consists primarily of non-labour expenses incurred by the business 15 

necessary for the business operations. This includes facility costs related to the main 16 

office, which includes property taxes, utilities, telephone, insurance, maintenance, 17 

materials and supplies.  It also includes items such as travel, training, advertising, 18 

postage, office supplies and low value computer equipment and services.    Non-Labour 19 

administration costs are budgeted based on historical trends and consider current 20 

company initiatives and individual interdepartmental need. 21 

 22 

2.1.3 Non-Project, Administration and Support Services Labour ($81) 23 

 24 

This category consists of labour cost incurred in non-project, administrative, management 25 

or support service roles. These costs include management and technical staff providing 26 

support services to manage and monitor the status of the assigned programs and projects. 27 

Some other functions include finance, stock-keeping, fuel management and flight 28 

logistics. Additionally, it includes time for attendance at safety meetings, housekeeping 29 
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and downtime often resulting from inclement weather.  This category includes employee 1 

vacation and statutory holidays, all established and identified in our collective 2 

agreements; sickness costs are also included. These estimates are based on historical 3 

trends and consider current company initiatives. 4 

 5 

2.2 Transport & Work Equipment (T&WE) 6 

 7 

Remotes utilizes Hydro One Networks Inc. owned fleet assets as per the conditions of its 8 

Service Level Agreement (SLA) with Hydro One Networks Inc. This SLA is for fleet 9 

management, maintenance, repair and rental services relating to the use of transport and 10 

work equipment used by Remotes.  Remotes incurs the cost of transporting T&WE into 11 

the remote locations as well as flight costs associated with sending the Hydro One 12 

Networks Inc. fleet mechanic to these locations. Periodically, Remotes also incurs fuel 13 

and maintenance costs outside of those incurred by Hydro One Networks Inc. (and 14 

included in the SLA).  Each equipment class has a standard equipment rate which is 15 

calculated by dividing the annual forecast cost by the annual forecast hours the class of 16 

equipment is required to work (utilization hours).  Utilization hours are derived based on 17 

a review of historical trends and an annual review of the upcoming work program.    18 

    19 

2013 TWE Cost Forecast (including SLA) $810,000 

2013 Forecasted TWE Hours     17,400 

2013 Total Average TWE Rate/Hour       $47 

 20 

2.3 Material Costs and Surcharges 21 

 22 

Material costs charged to a project or program are based on the issue cost from Inventory, 23 

which is the Average Unit Price (AUP) or the direct-shipped purchase order price.  On a 24 

monthly basis, the total monthly material and contract charges are surcharged with a 25 
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fixed percentage to cost effectively recover the Corporate Common Functions and 1 

Services (CCF&S) cost allocation to Remotes for services provided by Supply 2 

Management Services.  These are costs associated with purchasing, negotiating contracts 3 

and transportation management.  The percentage rate is derived by assigning the costs of 4 

Supply Management Services to projects based on an annual material and contract 5 

forecast.  The 2013 forecasted SMS rate is 1.9%. 6 

 7 

A freight surcharge is applied to all distribution capital and external work in order to 8 

allocate freight costs incurred for winter road delivery of distribution inventory line 9 

materials to remote communities.  The percentage rate is derived by using the forecasted 10 

freight expense and projected material expense for planned distribution capital. 11 

 12 

2.4 Sundry – Passenger Flight Costs and Meals  13 

 14 

The cost of transporting staff to remote locations is charged to the project that is 15 

benefiting from this expense.  This service is tendered to obtain the most cost competitive 16 

contract.  Efficiencies are achieved with coordinating the schedule of work and work 17 

groups to share flights.     18 

 19 

In order to carry out operating, maintenance and capital work activities, it is necessary for 20 

trade and technical staff to stay overnight in remote communities at Remotes staff houses 21 

on an ongoing basis.  Food supplies are required and the cost of these supplies is 22 

allocated to direct work programs based on labour hours charged by the two primary 23 

trade and technical labour groups and is therefore recovered in the hourly charge out rate.  24 

The rate per hour is based on forecasted meal expense and planned labour hours. 25 
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Line 
No. Particulars 2009 2010 2011 2012 2013

(a) (b) (c) (e) (f)

1
Total Operation, Maintenance & 
Administrative Expenses 30,126       35,326       37,803       40,033           44,199         

2 Depreciation & Amortization Expenses 4,017         4,242         4,694         6,964             6,030           

3 Capital Taxes 89              28              -             -                 -               

4 Income Taxes (Note1) 1,826         731            (164)           54                  (187)             

5 Total Cost of Service 36,058       40,327       42,333       47,051           50,042         

Note 1:  Historic years calculated per tax returns; Bridge year per tax return projection; test year based on 
revenue requirement

Year Ending December 31
($000s)

HYDRO ONE REMOTE COMMUNITIES INC.
Cost of Service

Historical (2009, 2010, 2011), Bridge (2012) and Test (2013) Years
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Line No. Minimum USofA Grouping Account Numbers 2011 2012 2013

1 Generation - Operation 4510, 4550, 4555 26,600 27,310 28,640
2 Generation - Maintenance 4610, 4635 6,558 7,145 6,012
3 Generation - Other Power Supply 4705 0 0 1,980
4 Distribution Expenses - Operation 5085 112 294 301
5 Distribution Expenses- Maintenance 5120, 5125, 5130, 5135, 5175 1,232 1,608 3,279
6 Customer Care (Billing and Collecting) 5310, 5315, 5320, 5335 1,734 1,727 1,903
7 Community Relations 5410, 5415, 5420, 5425 444 846 866
8 Administrative and General Expenses 5615, 5625, 5655,6205 994 1,042 1,157
8 External Costs 4330 129 61 61
10 Total OM&A 37,803 40,033 44,199

($000s)

HYDRO ONE REMOTES
Mapping OM&A Expenditures to Grouped USofA Accounts for years 2011 - 2013

As at December 31
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Year Representation Total Pay Base Pay Overtime Amount Paid 
Including Premium Incentive Pay Other Allowances Head Count

MCP 704,933                    596,073                               75,700                    33,160 5
PWU 2,632,406                2,099,217                            488,556                                       44,633                             26
SOCIETY 950,510                    894,955                               40,055                                         15,500                             10
Total 4,287,849                3,590,245                            528,611                                       75,700                    93,293                             41
MCP 672,986                    607,197 42,590 23,199 5
PWU 2,819,549                2,114,704 553,245 151,600 27
SOCIETY 1,016,772                963,505 54,442 -1,175 11
Total 4,509,307                3,685,406                            607,687                                       42,590                    173,624                           43
MCP 697,927                    608,552 56,214 33,160 5
PWU 3,083,450                2,245,386 692,736 145,327 27
SOCIETY 1,322,061                1,224,100 87,308 10,652 12
Total 5,103,437                4,078,039                            780,044                                       56,214                    189,140                           44
MCP 718,864                    626,809 57,900 34,155 5
PWU 3,518,583                2,655,377 713,518 149,687 31
SOCIETY 1,361,722                1,260,823 89,928 10,971 12
Total 5,599,170                4,543,010                            803,446                                       57,900                    194,814                           48
MCP 740,430                    645,613 59,637 35,180 5
PWU 3,624,140                2,735,039 734,924 154,178 31
SOCIETY 1,402,574                1,298,648 92,625 11,301 12
Total 5,767,145                4,679,300                            827,549                                       59,637                    200,658                           48

COMPARISON OF WAGES AND SALARIES

2013

2009

2010

2011

2012
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2012 2013
Line 
No. Provision Provision

(b) (d)
Depreciation Expenses

1 Major Fixed Assets 2,808                      2,491                     
2 Minor Fixed Assets 90                          105                        
3 Depreciation on Fixed Assets 2,898                      2,596                     

5 Asset Removal Costs 592                        721                        
6 Losses/(Gains) -                         -                         
7 Total Depreciation Expenses 3,490                      3,317                     

Amortization Expenses

8 Environmental Costs 3,474                      2,713                     
9 Total Amortization Expenses 3,474                      2,713                     

10 Total Depreciation & Amortization E 6,964 6,030

HYDRO ONE REMOTE COMMUNITIES INC.
Depreciation & Amortization Expenses

Bridge Year (2012) and Test Year (2013)

Particulars

Year Ending December 31
($000s)
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2009 2010 2011
Line 
No. Provision Provision Provision 

(b) (b) (b)
Depreciation Expenses

1 Major Fixed Assets 2,617 2,759 2,831
2 Minor Fixed Assets 40 56 78
3 Depreciation on Fixed Assets 2,657 2,815 2,909

5 Asset Removal Costs 377 271 768
6 Losses/(Gains) on Asset Dispositio 0 (112) 0
7 Total Depreciation Expenses 3,034 2,974 3,677

Amortization Expenses

8 Environmental Costs 983 1,268 1,017
9 Total Amortization Expenses 983 1,268 1,017

10 Total Depreciation & Amortization E 4,017 4,242 4,694

HYDRO ONE REMOTE COMMUNITIES INC.
Depreciation & Amortization Expenses
Historical Years (2009, 2010 and 2011)

Particulars

Year Ending December 31
($000s)



Filed: September 17, 2012 
EB-2012-0137 
Exhibit C2 
Tab 5 
Schedule 1 
Page 1 of 1 
 

CALCULATION OF UTILITY INCOME TAXES 1 

 2 

Attachment 1- Calculation of Utility Income Taxes: Test Year 2013 3 

Attachment 2- Calculation of Capital Cost Allowance: Test and Bridge Years 2012 and 4 

2013 5 

Attachment 3- Calculation of Utility Income Taxes: Historic Years 2009-2011 6 

Attachment 4- Calculation of Capital Cost Allowance: Historic Years 2009-2011 7 
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Line No. Particulars 2013

Determination of Taxable Income

1 Regulatory Net Income (before tax) $ (187)          

2 Book to Tax Adjustments:
3   Other Post Employment Benefits expense 552           
4   Other Post Employment Benefits payments (374)          
5   Depreciation and amortization 6,030        
6    Capital Cost Allowance (2,741)       
7   Removal costs (296)          
8   Environmental costs (2,713)       
9   Non-deductible meals & entertainment 150           

10   Capitalized interest deduction (266)          
11   Capitalized overhead costs deduction (456)          
12   Capitalized pension costs deduction (407)          
13 $ (520)          
14
15 Regulatory Taxable Income $ (707)          
16
17
18 Calculation of Utility Income Taxes
19
20 Corporate Income Tax Rate 26.50 %
21
22 Regulatory Income Tax $ (187)          
23
24
25 Income Tax Rates:
26
27 Federal Tax 15.00 %
28 Provincial Tax 11.50 %
29 Total Federal and ON Tax rate 26.50 %

Test Year (2013)
Year Ending December 31

($000s)

HYDRO ONE REMOTE COMMUNITIES INC.

Calculation of Utility Income Taxes
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2013 Net
CCA Class Opening UCC Additions UCC pre-1/2 yr 50% net additions UCC for CCA CCA Rate CCA Closing UCC

1 16,722.5          398.9               17,121.5          199.5                     16,922.0       4% 676.9            16,444.6           
2 523.5               0.0                   523.5               0.0                         523.5            6% 31.4              492.1                
3 855.1               109.8               964.9               54.9                       910.0            5% 45.5              919.4                
6 2,835.4            365.2               3,200.6            182.6                     3,018.0         10% 301.8            2,898.8             
8 770.3               299.4               1,069.7            149.7                     920.0            20% 184.0            885.7                

10 236.9               16.2                 253.1               8.1                         245.0            30% 73.5              179.6                
12 0.2                   3.7                   3.8                   1.8                         2.0                100% 2.0                1.8                    
13 37.8                 -                  37.8                 -                         37.8              SL 4.7                33.0                  
17 10,782.4          1,309.2            12,091.6          654.6                     11,437.0       8% 915.0            11,176.6           
42 229.4               25.1                 254.6               12.6                       242.0            12% 29.0              225.5                

43.1 0.6                   -                  0.6                   -                         0.6                30% 0.2                0.5                    
45 1.2                   -                  1.2                   -                         1.2                45% 0.5                0.7                    
47 4,791.0            2,166.0            6,957.0            1,083.0                  5,874.0         8% 474.9            6,482.1             
50 2.6                   0.8                   3.4                   0.4                         3.0                55% 1.7                1.7                    

 CCA 37,789.0          4,694.3            42,483.3          2,347.2                  40,136.1        2,741.1         39,742.2           

2012 Net
CCA Class Opening UCC Additions UCC pre-1/2 yr 50% net additions UCC for CCA CCA Rate CCA Closing UCC

1 17,148.3          301.7               17,450.0          150.8                     17,299.2       4% 727.5            16,722.5           
2 556.9               -                  556.9               -                         556.9            6% 33.4              523.5                
3 782.2               114.9               897.1               57.4                       839.6            5% 42.0              855.1                
6 2,727.5            400.7               3,128.2            200.3                     2,927.9         10% 292.8            2,835.4             
8 826.4               121.4               947.7               60.7                       887.0            20% 177.4            770.3                

10 256.3               67.6                 323.9               33.8                       290.1            30% 87.0              236.9                
12 2.1                   0.3                   2.5                   0.2                         2.3                100% 2.3                0.2                    
13 42.5                 42.5                 -                         42.5              SL 4.7                37.8                  
17 9,583.8            2,047.2            11,631.0          1,023.6                  10,607.4       8% 848.6            10,782.4           
42 218.0               40.0                 258.0               20.0                       238.0            12% 28.6              229.4                

43.1 0.9                   0.0                   0.9                   0.0                         0.9                30% 0.3                0.6                    
45 2.2                   -                  2.2                   -                         2.2                45% 1.0                1.2                    
47 3,095.3            2,024.3            5,119.6            1,012.2                  4,107.4         8% 328.6            4,791.0             
50 2.3                   2.2                   4.5                   1.1                         3.4                55% 1.9                2.6                    

 CCA 35,244.8          5,120.2            40,365.0          2,560.1                  37,804.9        2,576.0         37,789.0           

2012 & 2013
Year Ending December 31

($000s)

HYDRO ONE REMOTE COMMUNITIES INC.

Calculation of Capital Cost allowance (CCA)
Test and Bridge Year
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Line 
No. Particulars 2009 2010 2011

Calculation of Federal and ON Taxable Income

1 Net Income Before Tax (NIBT) $ 2,824      $ 1,324    $ (127)     
2 Required  Adjustments to accounting NIBT
3 Recurring items included in Revenue Requirement (RR):
4 Post Employment Benefit accrual in excess of payments 197         256       303       
5   Depreciation and amortization 4,018      4,243    4,694    
6   Capital Cost Allowance (2,169)     (2,199)   (2,318)  
7   Removal costs (135)        (170)      (309)     
8   Environmental costs deduction (983)        (1,268)   (1,017)  
9   Non-deductible  M & E / interest 159         251       104       

10    Capitalized overhead costs deducted (365)        (347)      (494)     
11   Capitalized Pension costs deducted (417)     
12 $ 721         $ 766       $ 546       
13 Deferral accounts not part of RR:
14 RRRP 6,934      305       (834)     
15 $ 6,934      $ 305       $ (834)     
16 Reversal of accounting adjustments not part of RR:
17 Capitalized interest deductible for tax (156)        (126)      (166)     
18 $ (156)        $ (126)      $ (166)     
19 Recurring items not part of RR:
20
21 Immaterial items not in business plan detail:
22 Capital items deducted for accounting 18           80         17         
23 Interest deduction net of financing costs amortized (10)          14         14         
24 Capital tax provision overaccrual (under) vs. return 31           1           (32)       
25 Other (3)            (3)          2           
26 35           91         1           
27
28 NET Adjustments to Accounting NIBT $ 10,358    $ 1,036    $ (452)     
29 Prior years Non capital loss C/F utilized (4,823)     -        -
30 Taxable Income Federal and Ontario $ 5,535      $ 2,360    $ (579)     
31
32 Income Tax:
33 Federal Income Tax 1,052      425       (96)       
34 ON Income Tax 775         307       (68)       
35 Total Income Tax Per Returns 1,826      731       (164)     
36
37
38 ON Capital tax per Return 89           28         -       
39
40 Federal Tax 19.00      % 18.00    % 16.50    %
41 Provincial Tax 14.00      % 13.00    % 11.75    %
42 Corporate Income Tax Rate 33.00      % 31.00    % 28.25    %

See Exhibit C1, Tab 5, Schedule 1 for additional information

2009-2011 
Year Ending December 31

($000s)

HYDRO ONE REMOTE COMMUNITIES INC.

Calculation of Utility Income Taxes
Historic Years
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2011 Net
CCA Class Opening UCC Additions UCC pre-1/2 yr 50% net additions UCC for CCA CCA Rate CCA Closing UCC

1 16,252.4         1,577.6         17,830.0          788.8                      17,041.2          4% 681.6     17,148.3        
2 592.4              -               592.4               -                          592.4               6% 35.5       556.9             
3 823.3              -               823.3               -                          823.3               5% 41.2       782.2             
6 2,905.5           118.5            3,024.0            59.3                        2,964.8            10% 296.5     2,727.5          
8 815.7              193.1            1,008.8            96.5                        912.3               20% 182.5     826.4             

10 149.7              178.2            327.9               89.1                        238.8               30% 71.6       256.3             
12 0.3                  4.3                4.5                   2.1                          2.4                   100% 2.4         2.1                 
13 -                  47.3              47.3                 -                          -                   SL 4.7         42.5               
17 7,773.8           2,533.3         10,307.0          1,266.6                   9,040.4            8% 723.2     9,583.8          
42 247.8              -               247.8               -                          247.8               12% 29.7       218.0             

43.1 1.3                  -               1.3                   -                          1.3                   30% 0.4         0.9                 
45 4.0                  -               4.0                   -                          4.0                   45% 1.8         2.2                 
47 2,771.6           568.1            3,339.7            284.1                      3,055.7            8% 244.5     3,095.3          
50 3.3                  1.2                4.5                   0.6                          3.9                   55% 2.1         2.3                 
52 -                  -               -                   -                          -                   100% -         -                 

 CCA 32,341.1         5,221.5         37,562.6          2,587.1                   34,928.2           2,317.8  35,244.8        

2010 Net
CCA Class Opening UCC Additions UCC pre-1/2 yr 50% net additions UCC for CCA CCA Rate CCA Closing UCC

1 15,392.9         1,505.3         16,898.2          752.6                      16,145.6          4% 645.8     16,252.4        
2 630.3              -               630.3               -                          630.3               6% 37.8       592.4             
3 866.7              -               866.7               -                          866.7               5% 43.3       823.3             
6 3,228.3           -               3,228.3            -                          3,228.3            10% 322.8     2,905.5          
8 779.2              213.7            993.0               106.9                      886.1               20% 177.2     815.7             

10 94.6                98.3              192.9               49.1                        143.7               30% 43.1       149.7             
12 1.8                  0.5                2.3                   0.3                          2.1                   100% 2.1         0.3                 
17 7,872.4           553.3            8,425.7            276.6                      8,149.1            8% 651.9     7,773.8          
42 281.5              -               281.5               -                          281.5               12% 33.8       247.8             

43.1 1.8                  -               1.8                   -                          1.8                   30% 0.5         1.3                 
45 7.4                  -               7.4                   -                          7.4                   45% 3.3         4.0                 
47 2,062.5           910.5            2,973.0            455.3                      2,517.7            8% 201.4     2,771.6          
50 7.3                  -               7.3                   -                          7.3                   55% 4.0         3.3                 
52 -                  32.2              32.2                 32.2                        32.2                 100% 32.2       -                 

 CCA 31,226.7         3,313.8         34,540.5          1,673.0                   32,899.7           2,199.4  32,341.1        

2009 Net
CCA Class Opening UCC Additions UCC pre-1/2 yr 50% net additions UCC for CCA CCA Rate CCA Closing UCC

1 16,022.9         11.1              16,034.0          5.6                          16,028.5          4% 641.1     15,392.9        
2 670.5              -               670.5               -                          670.5               6% 40.2       630.3             
3 912.3              -               912.3               -                          912.3               5% 45.6       866.7             
6 2,798.6           747.0            3,545.5            373.5                      3,172.0            10% 317.2     3,228.3          
8 990.3              (16.3)            974.0               (16.3)                       974.0               20% 194.8     779.2             

10 135.1              -               135.1               -                          135.1               30% 40.5       94.6               
12 7.1                  3.6                10.7                 1.8                          8.9                   100% 8.9         1.8                 
17 6,361.0           2,104.5         8,465.5            1,052.2                   7,413.3            8% 593.1     7,872.4          
42 -                  299.5            299.5               149.8                      149.8               12% 18.0       281.5             

43.1 2.6                  -               2.6                   -                          2.6                   30% 0.8         1.8                 
45 13.4                -               13.4                 -                          13.4                 45% 6.0         7.4                 
47 923.6              1,263.3         2,186.9            631.7                      1,555.2            8% 124.4     2,062.5          
50 16.3                -               16.3                 -                          16.3                 55% 9.0         7.3                 
52 -                  129.3            129.3               129.3                      129.3               100% 129.3     -                 

 CCA 28,853.6         4,542.0         33,395.6          2,327.5                   31,181.1           2,168.9  31,226.7        

HYDRO ONE REMOTE COMMUNITIES INC.

Calculation of Capital Cost allowance (CCA)

($000s)

Historic Years
2009-2011

Year Ending December 31
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2011 HYDRO ONE REMOTE COMMUNITIES INC. 1 

INCOME TAX RETURN 2 



200
T2 CORPORATION INCOME TAX RETURN

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.
All legislative references on this return are to the federal Income Tax Act. This return may contain changes that had not yet
become law at the time of publication.
Send one completed copy of this return, including schedules and the General Index of Financial Information (GIFI), to your
tax centre or tax services office. You have to file the return within six months after the end of the corporation's tax year.

Do not use this area055

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

Identification

Business Number (BN) . . . . . . . . . . 001 87083 6269 RC0001

City

2 No1 Yes

To which tax year does this return apply?

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

Tax year start Tax year-end

Has there been an acquisition of control
to which subsection 249(4) applies since
the previous tax year? . . . . . . . . . . . . 
If yes, provide the date
control was acquired . . . . . . . . . . . . . 

Mailing address (if different from head office address)

020

Country (other than Canada) Postal code/Zip code

Province, territory, or state

010

060 061
YYYY MM DD

012

011

018017

016015

063

065

1 Yes 2 No

1 Yes 2 No

Is the corporation a professional
corporation that is a member of
a partnership? . . . . . . . . . . . . . . . . 067 1 Yes 2 No

YYYY MM DD

YYYY MM DD

Country (other than Canada)

City

c/o021

022

023

Is this the first year of filing after: 

Incorporation? . . . . . . . . . . . . . . . 
Amalgamation? . . . . . . . . . . . . . . . 

070 1 Yes 2 No
071 1 Yes 2 No

025

027

Province, territory, or state
026

Postal code/Zip code
028

Has there been a wind-up of a
subsidiary under section 88 during the
current tax year? . . . . . . . . . . . . . . 

Location of books and records If yes, complete and attach Schedule 24.
072 1 Yes 2 No

032

031

Is this the final tax year
before amalgamation? . . . . . . . . . . 076 1 Yes 2 No

Country (other than Canada)

City

038

Postal code/Zip code
037

036

Province,territory, or state
035

Is this the final return up to 
dissolution? . . . . . . . . . . . . . . . . . 078 1 Yes 2 No

Is the corporation a resident of Canada?

080 1 Yes 2 No If no, give the country of residence on line
081 and complete and attach Schedule 97.

2 No1 Yes082
If yes, complete and attach Schedule 91.

081Type of corporation at the end of the tax year040

4

52

1

3

Canadian-controlled 
private corporation (CCPC)

Corporation controlled
by a public corporation
Other corporation
(specify, below)

Other private 
corporation
Public
corporation

Is the non-resident corporation
claiming an exemption under
an income tax treaty? . . . . . . . . . . . 

1

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

Exempt under other paragraphs of section 149
Exempt under paragraph 149(1)(t)
Exempt under paragraph 149(1)(j)
Exempt under paragraph 149(1)(e) or (l)085

If the type of corporation changed during
the tax year, provide the effective
date of the change. 043

YYYY MM DD

2
3
4

Has this address changed since the last
time we were notified? . . . . . . . . . . . 

Has the location of books and records
changed since the last time we were
notified? . . . . . . . . . . . . . . . . . . . . 030 1 Yes 2 No

(If yes, complete lines 011 to 018.)

(If yes, complete lines 021 to 028.)

(If yes, complete lines 031 to 038.)

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

066 1 Yes 2 No

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

Corporation's name

002

If an election was made under
section 261, state the functional
currency used . . . . . . . . . . . . . . . . 079

subparagraph 88(2)(a)(iv)? . . . . . . . . 
subsection 249(3.1)? . . . . . . . . . . . 

064 1 Yes 2 No

2011-12-312011-01-01

M5G 2P5

ONToronto

South Tower

483 Bay Street, 8th Floor

X

X

X

X

X

X

X

X

X

X

X
X

X

X

Hydro One Remote Communities Inc.

X

Do not use this area

095 096

T2 E (11)
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Attachments
Financial statement information: Use GIFI schedules 100, 125, and 141.
Schedules – Answer the following questions. For each yes response, attach the schedule to the T2 return, unless otherwise instructed.

Yes Schedule

Is the corporation related to any other corporations? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150 9X

Does the corporation have any non-resident shareholders? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151 19

Is the corporation an associated CCPC? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 160 23
Is the corporation an associated CCPC that is claiming the expenditure limit? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 161 49

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 . . . . . . . . . . . . . 162 11

44163
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? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

14164Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada? . . . . . . . . . . . . . . . . . . 

X

X

Is the corporation claiming a deduction for payments to a type of employee benefit plan? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165 15
Is the corporation claiming a loss or deduction from a tax shelter acquired after August 31, 1989? . . . . . . . . . . . . . . . . . . . . . . . . . 166 T5004
Is the corporation a member of a partnership for which a partnership identification number has been assigned? . . . . . . . . . . . . . . . . . 167 T5013
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 section 94)? . . . . . . . . . . . . . . 168 22
Did the corporation have any foreign affiliates during the year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 169 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 Regulations? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170 29
Has the corporation had any non-arm's length transactions with a non-resident? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 171 T106

173 50
For private corporations: Does the corporation have any shareholders who own 10% or more of the corporation's
common and/or preferred shares? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

X

X

Is the net income/loss shown on the financial statements different from the net income/loss for income tax purposes? . . . . . . . . . . . . . 201 1
Has the corporation made any charitable donations; gifts to Canada, a province, or a territory;
gifts of cultural or ecological property; or gifts of medicine? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 202 2
Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? . . . . . . . . . . . . . . . . . . 203 3
Is the corporation claiming any type of losses? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204 4
Is the corporation claiming a provincial or territorial tax credit or does it have a permanent establishment
in more than one jurisdiction? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 205 5
Has the corporation realized any capital gains or incurred any capital losses during the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . 206 6

Has the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year? . . . . . . 172 ______

X

X

X

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
ii) does the corporation have aggregate investment income at line 440? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 207 7
Does the corporation have any property that is eligible for capital cost allowance? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208 8
Does the corporation have any property that is eligible capital property? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210 10
Does the corporation have any resource-related deductions? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 212 12
Is the corporation claiming deductible reserves? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 213 13
Is the corporation claiming a patronage dividend deduction? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 216 16
Is the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional deduction? . . . . . . . . . . . 217 17
Is the corporation an investment corporation or a mutual fund corporation? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 218 18
Is the corporation carrying on business in Canada as a non-resident corporation? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220 20
Is the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax credits? . . . . . . . . . . . . . 221 21
Does the corporation have any Canadian manufacturing and processing profits? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 227 27
Is the corporation claiming an investment tax credit? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 231 31

X

232 T661Is the corporation claiming any scientific research and experimental development (SR&ED) expenditures? . . . . . . . . . . . . . . . . . . . . 
Is the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,000? . . . . . . . . . . . . . . . . 233

Is the corporation claiming a surtax credit? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 237 37
Is the corporation subject to gross Part VI tax on capital of financial institutions? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 238 38
Is the corporation claiming a Part I tax credit? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 242 42
Is the corporation subject to Part IV.1 tax on dividends received on taxable preferred shares or Part VI.1 tax on dividends paid? . . . . . . . . 243 43
Is the corporation agreeing to a transfer of the liability for Part VI.1 tax? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 244 45
Is the corporation subject to Part II - Tobacco Manufacturers' surtax? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249 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 VI tax? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250 39

______

Is the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,000? . . . . . . . . . . . . . . 234 ______
X

X

T1131253Is the corporation claiming a Canadian film or video production tax credit refund? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Is the corporation claiming a film or video production services tax credit refund? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . T1177254

Is the corporation subject to Part XIII.1 tax? (Show your calculations on a sheet that you identify as Schedule 92.) . . . . . . . . . . . . . . . . 255 92

 Remotes - OEB Submission.211  2011-12-31  Hydro One Remote Communities Inc.
 2012-09-05 12:09  87083 6269 RC0001

 CORPORATE TAXPREP / TAXPREP DES SOCIÉTÉS - EP17     VERSION 2012 V1.1  Page 2



Attachments – continued from page 2
Yes Schedule

T1134-B
T1135
T1141
T1142
T1145
T1146
T1174

Did the corporation have any controlled foreign affiliates? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Did the corporation own specified foreign property in the year with a cost amount over $100,000? . . . . . . . . . . . . . . . . . . . . . . . . . 
Did the corporation transfer or loan property to a non-resident trust? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Did the corporation receive a distribution from or was it indebted to a non-resident trust in the year? . . . . . . . . . . . . . . . . . . . . . . . . 
Has the corporation entered into an agreement to allocate assistance for SR&ED carried out in Canada? . . . . . . . . . . . . . . . . . . . . . 
Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts? . . . . . . . . . . 
Has the corporation entered into an agreement with other associated corporations for salary or wages of specified employees for SR&ED?

260

258

259

264

263

262

261

Did the corporation pay taxable dividends (other than capital gains dividends) in the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . 265 55
Has the corporation made an election under subsection 89(11) not to be a CCPC? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 266 T2002

T2002267Has the corporation revoked any previous election made under subsection 89(11)? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its
general rate income pool (GRIP) change in the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 268 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? . . . . 269 54

Did the corporation have any foreign affiliates that are not controlled foreign affiliates? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 256 T1134-A

X

Additional information

Is the corporation inactive? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 280 1 Yes 2 No
Did the corporation use the International Financial Reporting Standards (IFRS) when it prepared its financial statements? . . . . 270 1 Yes 2 No

X

X

What is the corporation's main
revenue-generating business activity? . . . . . 

284Specify the principal product(s) mined, manufactured,
sold, constructed, or services provided, giving the
approximate percentage of the total revenue that each
product or service represents. 288

286 %
%

%285

287

289

Did the corporation immigrate to Canada during the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 291 1 Yes 2 No
2 No1 Yes292Did the corporation emigrate from Canada during the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Do you want to be considered as a quarterly instalment remitter if you are eligible? . . . . . . . . . . . . . . . . . . . . . . . . . . . 293 1 Yes 2 No
If the corporation was eligible to remit instalments on a quarterly basis for part of the tax year, provide
the date the corporation ceased to be eligible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 294

YYYY    MM    DD

If the corporation's major business activity is construction, did you have any subcontractors during the tax year? . . . . . . . . . . 295 1 Yes 2 No

Electricity generation and distribution 100.000

X

X

X

Electric Power Distribution US221122

Taxable income

Net income or (loss) for income tax purposes from Schedule 1, financial statements, or GIFI. . . . . . . . . . . . . . . . . . . . . 300 A-576,988

Deduct: Charitable donations from Schedule 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 311

Gifts to Canada, a province, or a territory from Schedule 2 . . . . . . . . . . . . . . . . . 312

Cultural gifts from Schedule 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 313

Ecological gifts from Schedule 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 314

Taxable dividends deductible under section 112 or 113, or subsection 138(6)
from Schedule 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 320

Part VI.1 tax deduction* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 325

Non-capital losses of previous tax years from Schedule 4 . . . . . . . . . . . . . . . . . 331

Net capital losses of previous tax years from Schedule 4 . . . . . . . . . . . . . . . . . 332

Restricted farm losses of previous tax years from Schedule 4 . . . . . . . . . . . . . . 333

Farm losses of previous tax years from Schedule 4 . . . . . . . . . . . . . . . . . . . . . 334

Limited partnership losses of previous tax years from Schedule 4 . . . . . . . . . . . . . 335
Taxable capital gains or taxable dividends allocated from
a central credit union . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 340

Prospector's and grubstaker's shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350

B
C
DSection 110.5 additions or subparagraph 115(1)(a)(vii) additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 355

360Taxable income (amount C plus amount D) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Income exempt under paragraph 149(1)(t) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 370

Taxable income for a corporation with exempt income under paragraph 149(1)(t) (line 360 minus line 370) . . . . . . . . . . . Z

Add:

Subtotal
 amount B) (if negative, enter "0")minusSubtotal (amount A 

Gifts of medicine from Schedule 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 315

* 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.
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Small business deduction

A

Canadian-controlled private corporations (CCPCs) throughout the tax year 

Income from active business carried on in Canada from Schedule 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400

B405

Taxable income from line 360 on page 3, minus 100/28*

federal law, is exempt from Part I tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Business limit (see notes 1 and 2 below) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 410 C

1/(0.38 - X***) times the amount on line 636**** on page 7, and minus any amount that, because of 
of the amount on line 632** on page 7, minus

3.77358
3.37312

Notes:

1.

2.

prorate this amount by the number of days in the tax year divided by 365, and enter the result on line 410.

For associated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410.

For CCPCs that are not associated, enter $ on line 410. However, if the corporation's tax year is less than 51 weeks,500,000

E

Business limit reduction:

Amount C ***** D415  . . . . . . . . . . . . . . . . . . . . . . . . . x =

Reduced business limit (amount C minus amount E) (if negative, enter "0") . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 425 F

34,109,806

11,250

x % = . . . . . . . . . . . . . . . . . . . . . . . Amount A, B, C, or F, whichever is the least

Small business deduction

430 G17

Enter amount G on line 1 on page 7.

** 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.

Large corporations

**** Calculate the amount of foreign business income tax credit deductible on line 636 without reference to the corporation tax reductions under section 123.4.
*****

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%.
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%.
For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.

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.

***

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.

*
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General tax reduction for Canadian-controlled private corporations

Taxable income from line 360 on page 3* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Canadian-controlled private corporations throughout the tax year

A
Lesser of amounts V and Y (line Z1) from Part 9 of Schedule 27 . . . . . . . . . . . . . . . . . . . . . . . B
Amount QQ from Part 13 of Schedule 27 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C

EAmount used to calculate the credit union deduction from Schedule 17 . . . . . . . . . . . . . . . . . . . 
FAmount from line 400, 405, 410, or 425 on page 4, whichever is the least . . . . . . . . . . . . . . . . . . 
GAggregate investment income from line 440 on page 6*** . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Total of amounts B to G . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . H
IAmount A minus amount H (if negative, enter "0") . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Personal service business income** . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 432 D

Amount I x
Number of days in the tax year after

December 31, 2008, and before January 1, 2010
Number of days in the tax year

Jx % =
365

9

Amount I x
Number of days in the tax year after 

December 31, 2009, and before January 1, 2011
Number of days in the tax year

Kx % =
365

10

Amount I x
Number of days in the tax year after

December 31, 2010, and before January 1, 2012
Number of days in the tax year

Lx % =365

365

11.5

Amount I x
Number of days in the tax year after

December 31, 2011
Number of days in the tax year

Mx % =
365

13

General tax reduction for Canadian-controlled private corporations – Total of amounts J to M . . . . . . . . . . . . . . . . . . . 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 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) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . O
Lesser of amounts V and Y (line Z1) from Part 9 of Schedule 27 . . . . . . . . . . . . . . . . . . . . . . . P
Amount QQ from Part 13 of Schedule 27 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Q

SAmount used to calculate the credit union deduction from Schedule 17 . . . . . . . . . . . . . . . . . . . 
Total of amounts P to S . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . T

Amount O minus amount T (if negative, enter "0") . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . U

Personal service business income* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 434 R

Vx
Number of days in the tax year after

December 31, 2008, and before January 1, 2010xAmount U
Number of days in the tax year

% =
365

9

Wx
Number of days in the tax year after

December 31, 2009, and before January 1, 2011xAmount U
Number of days in the tax year

% =
365

10

Xx
Number of days in the tax year after

December 31, 2010, and before January 1, 2012xAmount U
Number of days in the tax year

% =365

365

11.5

Yx
Number of days in the tax year after

December 31, 2011xAmount U
Number of days in the tax year

% =
365

13

ZGeneral tax reduction – Total of amounts V to Y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Enter amount Z on line 639 on page 7.

* For tax years beginning after October 31, 2011.
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Refundable portion of Part I tax

/x440Aggregate investment income . . . . . . . . %  . . . . . . . . . . . . . . . . 

Canadian-controlled private corporations throughout the tax year

= A3226

%

from Schedule 7

Foreign non-business income tax credit from line 632 on page 7 . . . . . . . . . . . . . . . . . . . . . . . 

Deduct:

Foreign investment income . . . . . . . . . . 445 =
from Schedule 7 B

Amount A minus amount B (if negative, enter "0") . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C

Taxable income from line 360 on page 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deduct:

(if negative, enter "0")

x /9 1 3

Amount from line 400, 405, 410, or 425 on page 4,
whichever is the least . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Foreign non-business
income tax credit
from line 632 on page 7 . . . =
Foreign business income
tax credit from line 636 on
page 7 . . . . . . . . . . . . . =

x /

x
1(0.38 - X**)

25/9*

25 9

3.77358

= D

Part I tax payable minus investment tax credit refund (line 700 minus line 780 from page 8) . . . . . . . . . . . . . . . . . . . . . . . . E

Refundable portion of Part I tax – Amount C, D, or E, whichever is the least . . . . . . . . . . . . . . . . . . . . . . . . . . . . 450 F

x / %

* 100/35 for tax years beginning after October 31, 2011.
General rate reduction percentage for the tax year. It has to be pro-rated.**

26 2 3

Refundable dividend tax on hand

Refundable dividend tax on hand at the end of the previous tax year . . . . . . . . . . . . . . . . . 460

Deduct: Dividend refund for the previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . 465

G
Add the total of:

Refundable portion of Part I tax from line 450 above . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Total Part IV tax payable from Schedule 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Net refundable dividend tax on hand transferred from a predecessor corporation on
amalgamation, or from a wound-up subsidiary corporation . . . . . . . . . . . . . . . . . . . . . . 480

H

Refundable dividend tax on hand at the end of the tax year – Amount G plus amount H . . . . . . . . . . . . . . . . . . . . 485

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 Schedule 3 . . . . . . . . . . . . Ix /1 3

Refundable dividend tax on hand at the end of the tax year from line 485 above . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . J

Dividend refund – Amount I or J, whichever is less (enter this amount on line 784 on page 8) . . . . . . . . . . . . . . . . . . . . . . . 
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Part I tax

550 ABase amount of Part I tax – Taxable income from page 3 (line 360 or amount Z, whichever applies) multiplied by %
Recapture of investment tax credit from Schedule 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 602 B

38

Aggregate investment income from line 440 on page 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . i

Taxable income from line 360 on page 3 . . . . . . . . . . . . . . . . . . . . 
Deduct:

Amount from line 400, 405, 410, or 425 on page 4, whichever
is the least . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Net amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ii

604Refundable tax on CCPC's investment income – C

D lines A to C)addSubtotal (

of whichever is less: amount i or ii . . . . . . . . . . . . / %

Calculation for the refundable tax on the Canadian-controlled private corporation's (CCPC) investment income
(if it was a CCPC throughout the tax year)

6 2 3

Small business deduction from line 430 on page 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
Federal tax abatement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 608

Manufacturing and processing profits deduction from Schedule 27 . . . . . . . . . . . . . . . . . . 616

Investment corporation deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 620

Taxed capital gains 624

Additional deduction – credit unions from Schedule 17 . . . . . . . . . . . . . . . . . . . . . . . . . 628

Federal foreign non-business income tax credit from Schedule 21 . . . . . . . . . . . . . . . . . . 632

636Federal foreign business income tax credit from Schedule 21 . . . . . . . . . . . . . . . . . . . . . 
638General tax reduction for CCPCs from amount N on page 5 . . . . . . . . . . . . . . . . . . . . . . 

General tax reduction from amount Z on page 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 639

Federal logging tax credit from Schedule 21 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 640

Federal qualifying environmental trust tax credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 648

Investment tax credit from Schedule 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 652

E

Part I tax payable – Line D minus line E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . F

Deduct:

Subtotal

Enter amount F on line 700 on page 8.
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Summary of tax and credits
Federal tax

Part I tax payable from page 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 700

Part II surtax payable from Schedule 46 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 708

Part IV tax payable from Schedule 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Part IV.1 tax payable from Schedule 43 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 716

Part VI tax payable from Schedule 38 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Part VI.1 tax payable from Schedule 43 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 724

Part XIII.1 tax payable from Schedule 92 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Part XIV tax payable from Schedule 20 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 728

712

720

727

Total federal taxAdd provincial or territorial tax:

Part III.1 tax payable from Schedule 55 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 710

Provincial or territorial jurisdiction . . . 750

(if more than one jurisdiction, enter "multiple" 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

770 ATotal tax payableDeduct other credits:

ON

Investment tax credit refund from Schedule 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 780

Dividend refund from page 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 784

Federal capital gains refund from Schedule 18 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 788

Federal qualifying environmental trust tax credit refund . . . . . . . . . . . . . . . . . . . . . . . . 792

796Canadian film or video production tax credit refund (Form T1131) . . . . . . . . . . . . . . . . . . 
Film or video production services tax credit refund (Form T1177) . . . . . . . . . . . . . . . . . . 797

Tax withheld at source . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 800

Total payments on which tax has been withheld . . . . . . . . . 
Provincial and territorial capital gains refund from Schedule 18 . . . . . . . . . . . . . . . . . . . 808

Provincial and territorial refundable tax credits from Schedule 5 . . . . . . . . . . . . . . . . . . . 812

Tax instalments paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 840

801

Total credits 890 B

3,000
14,835

17,835 17,835

 line B) minusBalance (line A

If the result is negative, you have an overpayment.
If the result is positive, you have a balance unpaid.
Enter the amount on whichever line applies.

Generally, we do not charge or refund a difference
of $2 or less.

Balance unpaid . . . . . . . . . 

Enclosed payment 898

To have the corporation's refund deposited directly into the corporation's bank
account at a financial institution in Canada, or to change banking information you
already gave us, complete the information below:

Start Change information
Branch number

910

918914
Institution number Account number

Refund code 894 Overpayment

Direct deposit request

-17,8352 17,835

2  No
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? . . . . . . . . . . . . . . . . . . . . . . 896 1 Yes X

Certification

I, 950
Last name in block letters First name in block letters

951
Position, office, or rank

954 ,ALICANDRI VINCENT Vice President, Corporate Tax

am an authorized signing officer of the corporation. I certify that I 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. I 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.

955 956

Is the contact person the same as the authorized signing officer? If no, complete the information below . . . . . . . . . 957 1 Yes 2 No
958 959

Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation Telephone number

Telephone numberName in block letters

(416) 345-6778

X

BRIAN SOARES (416) 345-6782

2012-09-05

Language of correspondence – Langue de correspondance
Indicate your language of correspondence by entering 1 for English or 2 for French.
Indiquez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour français. 990 1

, Personal Information Bank number CRA PPU 047Privacy Act
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SCHEDULE 141

NOTES CHECKLIST

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

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

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 (GIFI) 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

Does the accountant have a professional designation? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 095 1 Yes 2 No

Is the accountant connected* with the corporation? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 Yes 2 No097

* 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.

X

X

Part 2 – Type of involvement with the financial statements

Choose the option that represents the highest level of involvement of the accountant:
198

1Completed an auditor's report . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Completed a review engagement report . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

3Conducted a compilation engagement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

X

Part 3 – Reservations

Has the accountant expressed a reservation? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 099 1 Yes 2 No

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

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:
110

Prepared the tax return (financial statements prepared by client) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Prepared the tax return and the financial information contained therein (financial statements have not been prepared) . . . . . . . 

1

2

X

Were notes to the financial statements prepared? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 1 Yes 2 No

If yes, complete lines 104 to 107 below:

Are subsequent events mentioned in the notes? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104 1 Yes 2 No

Is re-evaluation of asset information mentioned in the notes? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105 1 Yes 2 No

Is contingent liability information mentioned in the notes? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106 1 Yes 2 No

Is information regarding commitments mentioned in the notes? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107 1 Yes 2 No

Does the corporation have investments in joint venture(s) or partnership(s)? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108 1 Yes 2 No

X

X

X

X

X

X

T2 SCH 141 E (11)
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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 (OCI) 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? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200 1 Yes 2 No

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

In OCI
Increase (decrease)

X

Property, plant, and equipment . . . . . . . . . . . . . . . . . 210 211

Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . 215 216

Investment property . . . . . . . . . . . . . . . . . . . . . . . . 220

Biological assets . . . . . . . . . . . . . . . . . . . . . . . . . . 225

Financial instruments . . . . . . . . . . . . . . . . . . . . . . . 230 231

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235 236

Financial instruments

Did the corporation derecognize any financial instrument(s) during the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250 1 Yes 2 No

255 1 Yes 2 NoDid the corporation apply hedge accounting during the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
260 1 Yes 2 NoDid the corporation discontinue hedge accounting during the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

X

X

X

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? . . . . . . . . . . . . . . 265 1 Yes 2 No

If yes, you have to maintain a separate reconciliation.

X
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NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1

Corporation's name Business Number Tax year end
Year Month Day

Hydro One Remote Communities Inc. 87083 6269 RC0001 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.
Sections, subsections, and paragraphs referred to on this schedule are from the Income Tax Act.

Amount calculated on line 9999 from Schedule 125 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A11,235

Add:

Provision for income taxes – current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 -127,000

Interest and penalties on taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103 18,508

Amortization of tangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104 4,693,765

Non-deductible meals and entertainment expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 121 85,789

Reserves from financial statements – balance at the end of the year . . . . . . . . . . . . . . . . 126 25,865,055

Subtotal of additions 30,536,117 30,536,117

Other additions:

Debt issue expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208 14,290

Miscellaneous other additions:
604 Computer software expensed 17,179

Coop Tax Credit 3,000

294Total 20,179 20,179

Subtotal of other additions 199 34,469 34,469

Total additions 500 30,570,58630,570,586

Deduct:

Capital cost allowance from Schedule 8 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 403 2,316,360

Reserves from financial statements – balance at the beginning of the year . . . . . . . . . . . . . 414 19,837,132

Subtotal of deductions 22,153,492 22,153,492

Other deductions:

Non-taxable/deductible other comprehensive income items . . . . . . . . . . . . . . . . . . . . . . 347 11,235

Miscellaneous other deductions:
700 390Reverse Environmental interest and accruals reflected on S13 7,304,737

701 391WSIB gain included in income 3,108

703 Removal expense added back via depreciation 308,690

Total 393308,690 308,690

704 1,074,532Refer to supporting schedule

271,074OEB costs capitalized

31,941Capital tax recovery

394Total 1,377,547 1,377,547

Subtotal of other deductions 499 9,005,317 9,005,317

Total deductions 510 31,158,809 31,158,809

Net income (loss) for income tax purposes – enter on line 300 of the T2 return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -576,988

T2 SCH 1 E (10)

 Remotes - OEB Submission.211  2011-12-31  Hydro One Remote Communities Inc.
 2012-09-05 12:09  87083 6269 RC0001

 CORPORATE TAXPREP / TAXPREP DES SOCIÉTÉS - EP17     VERSION 2012 V1.1  Page 1



Attached Schedule with Total

Line 208 – Debt issue expense

Title Line 208 – Debt issue expense

Description Amount

Amortization underwriting fee (761780) 2,027 00

Amortization of Hedge loss (761770) 11,716 00

Bond Discount (761120,761130) 547 00

Total 14,290 00
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Attached Schedule with Total

Line 704 – Amount

Title Line 704 – Amount

Description Amount
Interest Improvement - Regulatory Assets 166,297 00

Capitalized overhead 494,497 00

Pension costs capitalized 413,738 00

Total 1,074,532 00
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SCHEDULE 4

CORPORATION LOSS CONTINUITY AND APPLICATION

Name of corporation Business number Tax year-end
Year Month Day
2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

Use this form to determine the continuity and use of available losses; to determine a current-year non-capital loss, farm loss, restricted farm loss, or limited
partnership loss; to determine the amount of restricted farm loss and limited partnership loss that can be applied in a year; and to ask for a loss carryback to
previous years.
A corporation can choose whether or not to deduct an available loss from income in a tax year. The corporation can deduct losses in any order. However, for
each type of loss, deduct the oldest loss first.

According to subsection 111(4) of the Income Tax Act, when control has been acquired, no amount of capital loss incurred for a tax year ending (TYE) before
that time is deductible in computing taxable income in a TYE after that time. Also, no amount of capital loss incurred in a TYE after that time is deductible in
computing taxable income of a TYE before that time.
When control has been acquired, subsection 111(5) provides for similar treatment of non-capital and farm losses, except as listed in
paragraphs 111(5)(a) and (b).
For information on these losses, see the T2 Corporation – Income Tax Guide.

File one completed copy of this schedule with the T2 return, or send the schedule by itself to the tax centre where the return is filed.

Parts, sections, subsections, paragraphs, and subparagraphs mentioned in this schedule refer to the Act.

Part 1 – Non-capital losses

Net income (loss) for income tax purposes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deduct: (increase a loss)

Net capital losses deducted in the year (enter as a positive amount) . . . . . . . . . . . . . . . . . . . . . . 
Taxable dividends deductible under sections 112, 113(1), or subsection 138(6) . . . . . . . . . . . . . . 
Amount of Part VI.1 tax deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Amount deductible as prospector's and grubstaker's shares – Paragraph 110(1)(d.2) . . . . . . . . . . 

 amount B; if positive, enter "0") minusSubtotal (amount A
Deduct: (increase a loss)

Section 110.5 or subparagraph 115(1)(a)(vii) – Addition for foreign tax deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
 amount D) minusSubtotal (amount C

Determination of current-year non-capital loss

A

a
b

d
c

Subtotal (total of amounts a to d) B
C

E
D

-576,988

-576,988

-576,988

Current-year farm loss (whichever is less: the net loss from farming or fishing included in the income, or the non-capital loss
before deducting the farm loss. Enter amount F on line 310) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Current-year non-capital loss (amount E plus amount F; if positive, enter "0"; if negative, enter amount G on line 110 as a positive) . 

Non-capital loss at the end of the previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Add: (decrease a loss)

Continuity of non-capital losses and request for a carryback

Deduct: Non-capital loss expired* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Non-capital losses at the beginning of the tax year (amount e minus amount f) . . . . . . . . . . . 

Non-capital losses transferred on an amalgamation or the wind-up of a subsidiary corporation . 
Current-year non-capital loss (amount G above) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

100

102

105

110

 amount I) plusSubtotal (amount H

Add:

F

G

e

f

g
h

H

I

J

 amount h) plusSubtotal (amount g

-576,988

576,988

576,988576,988

576,988

* A non-capital loss expires as follows:
after 7 tax years if it arose in a tax year ending before March 23, 2004;
after 10 tax years if it arose in a tax year ending after March 22, 2004, and before 2006; and
after 20 tax years if it arose in a tax year ending after 2005.

An allowable business investment loss becomes a net capital loss as follows:
after 7 tax years if it arose in a tax year ending before March 23, 2004; and
after 10 tax years if it arose in a tax year ending after March 22, 2004.

T2 SCH 4 E (11/2011)
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Part 1 – Non-capital losses (continued)
Amount J from page 1 576,988

Non-capital losses of previous tax years applied in the current tax year
(enter on line 331 of the T2 Return) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Current and previous year non-capital losses applied against current-year taxable dividends
subject to Part IV tax (enter on lines 330 and 335 of Schedule 3, Dividends Received,
Taxable Dividends Paid, and Part IV Tax Calculation, respectively) . . . . . . . . . . . . . . . . . . 

Subsection 111(10) – Adjustments for fuel tax rebate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

130

135

 amount K) minusNon-capital losses before any request for a carryback (amount J

Deduct – Request to carry back non-capital loss to:

First previous tax year to reduce taxable income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Second previous tax year to reduce taxable income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Third previous tax year to reduce taxable income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
First previous tax year to reduce taxable dividends subject to Part IV tax . . . . . . . . . . . . . . . 
Second previous tax year to reduce taxable dividends subject to Part IV tax . . . . . . . . . . . . . 
Third previous tax year to reduce taxable dividends subject to Part IV tax . . . . . . . . . . . . . . . 

901

902

903

913

912

911

180 amount M) minusClosing balance of non-capital losses to be carried forward to future tax years (amount L

Other adjustments (includes adjustments for an acquisition of control) . . . . . . . . . . . . . . . . 150

Section 80 – Adjustments for forgiven amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140

Deduct:

Subtotal (total of amounts i to l)

i
j
j.1

k

K

L

l

Total of requests to carry back non-capital losses to previous tax years (total of amounts m to r)

n
o
p
q
r

m

M

N

576,988

576,988

576,988576,988

Part 2 – Capital losses

200

205

210

Subtotal (total of amounts C to E)

Capital losses at the end of the previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Capital losses transferred on the amalgamation or the wind-up of a subsidiary corporation . . . . 

Add: Current-year capital loss (from the calculation on Schedule 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

ABILs expired as non-capital loss: line 215 divided by 220

Section 80 – Adjustments for forgiven amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Other adjustments (includes adjustments for an acquisition of control) . . . . . . . . . . . . . . . . 250

240

Deduct:

 amount B) minusSubtotal (amount A

Unused non-capital losses that expired in the tax year* . . . . . . . . . . . . . . . . . . . . . . . . . . . . e

Allowable business investment losses (ABIL) that expired as non-capital losses in the tax year** . . . . f

Enter amount e or f, whichever is less . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 215

 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Continuity of capital losses and request for a carryback

 amount b) plusSubtotal (amount a

a
b

c
d

A

B

C

 amount d) plusSubtotal (amount c

D

E

F

0.500000

Note

If there has been an amalgamation or a windup of a subsidiary, do a separate calculation of the ABIL expired as
non-capital loss for each predecessor or subsidiary. Add all these amounts and enter the total on line 220 above.

* If the losses were incurred in a tax year ending before March 23, 2004, enter the losses from the 8th previous tax year. If the losses were incurred in a
tax year ending after March 22, 2004, and before 2006, enter the losses from the 11th previous tax year. Enter the losses from the 21st previous tax
year if the losses were incurred in a tax year ending after 2005. Enter the part that was not used in previous years and the current year on line e.
If the losses were incurred in a tax year ending before March 23, 2004, enter the losses from the 8th previous tax year. If the losses were incurred in a
tax year ending after March 22, 2004, enter the losses from the 11th previous tax year. Enter the full amount on line f.

**
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Part 2 – Capital losses (continued)

Amount F from page 2

Deduct: Capital losses from previous tax years applied against the current-year net capital gain (see Note 1) . . . . . . . . . . . . 225

 amount G) minusCapital losses before any request for a carryback (amount F

Deduct – Request to carry back capital loss to (see Note 2):

951

953

952

Capital gain
(100%)

First previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Second previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Third previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Amount carried back
(100%)

280 amount I) minusClosing balance of capital losses to be carried forward to future tax years (amount H

H

G

Subtotal (total of amounts g to i)

g

h

i
I

J

To get the net capital losses required to reduce the taxable capital gain included in the net income (loss) for the purpose of current-year tax, enter the
amount from line 225 multiplied by 50% on line 332 of the T2 return.

Note 1

Note 2

On line 225, 951, 952, or 953, whichever applies, enter the actual amount of the loss. When the loss is applied, multiply this amount by the 50% inclusion
rate.

Part 3 – Farm losses

300

302

Farm losses at the end of the previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deduct: Farm loss expired* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Farm losses at the beginning of the tax year (amount a minus amount b) . . . . . . . . . . . . . . . 

Farm losses transferred on the amalgamation or the windup of a subsidiary corporation . . . . . 
Current-year farm loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

305

310

Continuity of farm losses and request for a carryback

Add:

 amount B) plusSubtotal (amount A

a

b

c
d

A

B

C

 amount d) plusSubtotal (amount c

330

Deduct:

Farm losses of previous tax years applied in the current tax year
(enter on line 334 of the T2 Return) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Current and previous year farm losses applied against current-year taxable dividends
subject to Part IV tax (enter on lines 340 and 345 of Schedule 3, Dividends Received,
Taxable Dividends Paid, and Part IV Tax Calculation, respectively) . . . . . . . . . . . . . . . . . . 

Other adjustments (includes adjustments for an acquisition of control) . . . . . . . . . . . . . . . . 
340

335

 amount D) minusFarm losses before any request for a carryback (amount C

Deduct – Request to carry back farm loss to:

921

923

922

First previous tax year to reduce taxable income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

380 amount F) minusClosing balance of farm losses to be carried forward to future tax years (amount E

Section 80 – Adjustments for forgiven amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
350

First previous tax year to reduce taxable dividends subject to Part IV tax . . . . . . . . . . . . . . . 931

932

933

Third previous tax year to reduce taxable income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Second previous tax year to reduce taxable income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Third previous tax year to reduce taxable dividends subject to Part IV tax . . . . . . . . . . . . . . . 
Second previous tax year to reduce taxable dividends subject to Part IV tax . . . . . . . . . . . . . 

* A farm loss expires as follows:
after 10 tax years if it arose in a tax year ending before 2006; and
after 20 tax years if it arose in a tax year ending after 2005.

Subtotal (total of amounts e to h)

Subtotal (total of amounts i to n)

e
f

g

h
D

E

k
l

n
m

j
i

F

G
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Part 4 – Restricted farm losses

Total losses for the year from farming business . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 485 A
Minus the deductible farm loss:

a(amount A above – $2,500) divided by 2 =

 amount B; enter amount C on line 410) minusCurrent-year restricted farm loss (amount A

B

Current-year restricted farm loss

Continuity of restricted farm losses and request for a carryback

400

402

Restricted farm losses at the end of the previous tax year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deduct: Restricted farm loss expired* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Restricted farm losses at the beginning of the tax year (amount d minus amount e) . . . . . . . . 

Restricted farm losses transferred on the amalgamation or the wind-up
of a subsidiary corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Current-year restricted farm loss (enter on line 233 of Schedule 1) . . . . . . . . . . . . . . . . . . 

405

410

Add:

Amount a or $ , whichever is less . . . . . . . . . . . . . . . . b

c

C

 amount c) plusSubtotal (amount b

 amount g) plusSubtotal (amount f

 amount E) plusSubtotal (amount D

d

e

f
g

D

E

F

2,500

6,250

2,5002,500

430

Deduct:

Restricted farm losses from previous tax years applied against current farming income
(enter on line 333 of the T2 Return) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Other adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
440

 amount G) minusRestricted farm losses before any request for a carryback (amount F

Deduct – Request to carry back restricted farm loss to:

941

943

942

First previous tax year to reduce farming income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

480 amount I) minusClosing balance of restricted farm losses to be carried forward to future tax years (amount H

Section 80 – Adjustments for forgiven amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
450

The total losses for the year from all farming businesses are calculated without including scientific research expenses.

Third previous tax year to reduce farming income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Second previous tax year to reduce farming income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Note

A restricted farm loss expires as follows:
after 10 tax years if it arose in a tax year ending before 2006; and
after 20 tax years if it arose in a tax year ending after 2005.

*

Subtotal (total of amounts h to j)

h
i
j

G

H

k
l

m
I

J

Subtotal (total of amounts k to m)
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Part 5 – Listed personal property losses

500

502

Listed personal property losses at the end of the previous tax year . . . . . . . . . . . . . . . . . . . . . . . . 
Deduct: Listed personal property loss expired after seven tax years . . . . . . . . . . . . . . . . . . . 
Listed personal property losses at the beginning of the tax year (amount a minus amount b) . . . 
Add: Current-year listed personal property loss (from Schedule 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Deduct:

Previous year personal property losses applied in the current tax year against listed
personal property gains (enter on line 655 of Schedule 6) . . . . . . . . . . . . . . . . . . . . . . . . 
Other adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

530

550

 amount D) minusListed personal property losses remaining before any request for a carryback (amount C

510

 amount B) plusSubtotal (amount A

Deduct – Request to carry back listed personal property loss to:

961

580 amount F) minusClosing balance of listed personal property losses to be carried forward to future tax years (amount E

First previous tax year to reduce listed personal property gains . . . . . . . . . . . . . . . . . . . . . 
962

963Third previous tax year to reduce listed personal property gains . . . . . . . . . . . . . . . . . . . . . 
Second previous tax year to reduce listed personal property gains . . . . . . . . . . . . . . . . . . . 

Continuité des pertes sur des biens meubles déterminés et demande de report rétrospectif

a

b

A

B

C

 amount d) plusSubtotal (amount c

c
d

D

E

Subtotal (total of amounts e to g)

e
f
g

F

G
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Part 7 – Limited partnership losses

Current-year
limited

partnership losses
(column 3 minus 6)

Total of corporation's
share of partnership
investment tax credit,
farming losses, and
resource expenses

Partnership
identifier

Tax year ending
YYYY/MM/DD

Corporation's
share of limited
partnership loss

Corporation's
at-risk amount

1 2 3 4 5 6

600 602 604 606 608 620

7
Column 4 minus

column 5
(if negative, enter "0")

Current-year limited partnership losses

 (enter this amount on line 222 of Schedule 1)Total

Limited partnership
losses that may be
applied in the year

(the lesser of
columns 3 and 6)

Column 4 minus
column 5

(if negative, enter "0")

Partnership
identifier

Tax year ending
YYYY/MM/DD

Limited
partnership losses
at the end of the
previous tax year

Corporation's
at-risk amount

Total of corporation's
share of partnership
investment tax credit,
business or property
losses, and resource

expenses

634 636 650638

43

632

21

630

5 6 7
Limited partnership losses from previous tax years that may be applied in the current year

6
Current year limited
partnership losses

closing balance to be carried
forward to future years

(662 + 664 + 670 – 675)

Limited partnership
losses applied

in the current year
(cannot be more than

column 650)

Current-year limited
partnership losses
(from column 620)

Limited partnership
losses transferred on
an amalgamation or

the windup of a
subsidiary

Limited partnership
losses at the end of
the previous tax year

Partnership
identifier

660 662 664 670 675 680

1 2 3 4 5
Continuity of limited partnership losses that can be carried forward to future tax years

 (enter this amount on line 335 of the T2 return)Total

Note

If you have any current–or previous–year losses, enter your partnership identifier on line 600, 630, or 660.

Part 8 – Election under paragraph 88(1.1)(f)

If you are making an election under paragraph 88(1.1)(f), check the box . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190 Yes

Further to a winding-up of a subsidiary, the portion of a non-capital loss, restricted farm loss, farm loss, or limited partnership loss
from a wholly-owned subsidiary is deemed to be the loss of a parent from its tax year starting after the commencement of the
winding-up.

Note
This election is only applicable for wind-ups under 88(1) that are reported on Schedule 24, First-Time Filer after Incorporation, Amalgamation,
or Winding-up of a Subsidiary into a Parent, and the deemed provision is only for the tax years that start after the commencement of the wind-up.
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Non-Capital Loss Continuity Workchart

Part 6 – Analysis of balance of losses by year of origin

Year
of origin

Balance at
beginning

of year

Loss incurred
in current

year
Adjustments
and transfers

Loss
carried back
Parts I & IV

Taxable
income

Applied to reduce

Part IV
tax

Balance at
end of year

Non-capital losses – losses that can be carried forward over 20 years

Current N/A N/A576,988 576,988

N/A N/A
1st preceding taxation year

2010-12-31

N/A N/A
2nd preceding taxation year

2009-12-31

N/A N/A
3rd preceding taxation year

2008-12-31

N/A N/A
4th preceding taxation year

2007-12-31

N/A N/A
5th preceding taxation year

2006-12-31

N/A N/A
6th preceding taxation year

2005-12-31

N/A N/A
7th preceding taxation year

2004-12-31

N/A N/A
8th preceding taxation year

2003-12-31

N/A N/A
9th preceding taxation year

2002-12-31

N/A N/A
10th preceding taxation year

2001-12-31

N/A N/A
11th preceding taxation year

2000-12-31

N/A N/A
12th preceding taxation year

1999-12-31

N/A N/A
13th preceding taxation year

1999-03-31

N/A N/A
14th preceding taxation year

1998-03-31

N/A N/A
15th preceding taxation year

1997-03-31

N/A N/A
16th preceding taxation year

1996-03-31

N/A N/A
17th preceding taxation year

1995-03-31

N/A N/A
18th preceding taxation year

1994-03-31

N/A N/A
19th preceding taxation year

1993-03-31

N/A N/A
20th preceding taxation year

*1992-03-31

Total 576,988 576,988

* This balance expires this year and will not be available next year.
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SCHEDULE 5
TAX CALCULATION SUPPLEMENTARY – CORPORATIONS

Year Month Day
Corporation's name Business Number Tax year-end

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

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

Regulations mentioned in this schedule are from the Income Tax Regulations.

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

– has to pay taxes, other than income tax, for Newfoundland and Labrador, or Ontario (see Part 2).

Enter the regulation number in field 100 of Part 1.
Part 1 – Allocation of taxable income
100 Enter the Regulation that applies (402 to 413).

BA
Jurisdiction

Tick yes if the corporation
had a permanent

establishment in the
jurisdiction during the tax year. *

D E FC

Total salaries and wages
paid in jurisdiction

(B x taxable
income**) / G

Gross revenue (D x taxable
income**) / H

Allocation of taxable
income (C + E) x 1/2***

(where either G or H is
nil, do not multiply by 1/2)

1 Yes
143Newfoundland

and Labrador
103003

1 Yes
Newfoundland and
Labrador offshore

104 144004

1 Yes
Prince Edward
Island

105 145005

1 YesNova Scotia
107 147007

1 Yes
Nova Scotia
offshore

108 148008

1 Yes
New
Brunswick

109 149009

1 YesQuebec
111 151011

1 YesOntario
113 153013

1 YesManitoba
115 155015

1 YesSaskatchewan
117 157017

1 YesAlberta
119 159019

1 Yes
British
Columbia

121 161021

1 YesYukon
123 163023

1 Yes
Northwest
Territories

125 165025

1 YesNunavut
126 166026

1 Yes
Outside
Canada

127 167027

Total
129 169G H

* "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.

*** For 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 income, 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.

T2 SCH 5 E (11)
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Part 2 – Ontario tax payable, tax credits, and rebates

Total taxable
income

Income eligible
for small business

deduction

Provincial or
territorial allocation
of taxable income

Provincial or
territorial tax

payable before
credits

Ontario basic income tax (from Schedule 500) . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Deduct: Ontario small business deduction (from schedule 500) . . . . . . . . . . . . . . . . . . . 

270

402

Subtotal

Surtax re Ontario small business deduction (from Schedule 500) . . . . . . . . . . . . . . . . . 272
Add:

Subtotal

Ontario additional tax re Crown royalties (from Schedule 504) . . . . . . . . . . . . . . . . . . . 274

Ontario transitional tax debits (from Schedule 506) . . . . . . . . . . . . . . . . . . . . . . . . . 276

 amount B6)plusSubtotal (amount A6 

Ontario resource tax credit (from Schedule 504) . . . . . . . . . . . . . . . . . . . . . . . . . . . 404
Deduct:

Subtotal

Ontario tax credit for manufacturing and processing (from Schedule 502) . . . . . . . . . . . . 406

Ontario foreign tax credit (from Schedule 21) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 408

 amount D6) (if negative, enter "0")minusSubtotal (amount C6 

Ontario credit union tax reduction (from Schedule 500) . . . . . . . . . . . . . . . . . . . . . . . 410

Ontario transitional tax credits (from Schedule 506) . . . . . . . . . . . . . . . . . . . . . . . . . 414

Deduct: Ontario research and development tax credit (from Schedule 508) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 416

Recapture of Ontario research and development tax credit (from Schedule 508) . . . . . . . . 277

Ontario corporate income tax payable before Ontario corporate minimum tax credit (amount E6 minus amount on line 416)
(if negative, enter "0") . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

A6

B6

C6

D6

E6

F6

Ontario political contributions tax credit (from Schedule 525) . . . . . . . . . . . . . . . . . . . 415

Deduct: Ontario corporate minimum tax credit (from schedule 510) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 418

Add:

Subtotal

Ontario corporate minimum tax (from Schedule 510) . . . . . . . . . . . . . . . . . . . . . . . . 278

Ontario special additional tax on life insurance corporations (from Schedule 512) . . . . . . . . 280

Ontario corporate income tax payable (amount F6 minus amount on line 418) (if negative, enter "0") . . . . . . . . . . . . . . . . . . . 

Ontario qualifying environmental trust tax credit . . . . . . . . . . . . . . . . . . . . . . . . . . . 450
Deduct:

Subtotal

Ontario apprenticeship training tax credit (from Schedule 552) . . . . . . . . . . . . . . . . . . 454

Ontario computer animation and special effects tax credit (from Schedule 554) . . . . . . . . . 456

Total Ontario tax payable before refundable credits (amount G6 plus amount H6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Ontario co-operative education tax credit (from Schedule 550) . . . . . . . . . . . . . . . . . . . 452

Ontario film and television tax credit (from Schedule 556) . . . . . . . . . . . . . . . . . . . . . 458

Ontario production services tax credit (from Schedule 558) . . . . . . . . . . . . . . . . . . . . 460

Ontario interactive digital media tax credit (from Schedule 560) . . . . . . . . . . . . . . . . . . 462

Ontario sound recording tax credit (from Schedule 562) . . . . . . . . . . . . . . . . . . . . . . 464

Ontario book publishing tax credit (from Schedule 564) . . . . . . . . . . . . . . . . . . . . . . . 466

Ontario innovation tax credit (from Schedule 566) . . . . . . . . . . . . . . . . . . . . . . . . . . 468

Ontario business-research institute tax credit (from Schedule 568) . . . . . . . . . . . . . . . . 470

Net Ontario tax payable or refundable credit (amount I6 minus amount J6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 290

(if a credit, enter a negative amount) Include this amount on line 255.

Ontario capital tax (from Schedule 514 or Schedule 515, whichever applies) . . . . . . . . . . 282

G6

H6

I6

J6

K6

Other Ontario tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
3,000 3,000

3,000

-3,000
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Summary

If the amount on line 255 is positive, enter the net provincial and territorial tax payable on line 760 of the T2 return.
If the amount on line 255 is negative, enter the net provincial and territorial refundable tax credits on line 812 of the T2 return.

Net provincial and territorial tax payable or refundable credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 255

Enter the total net tax payable or refundable credits for all provinces and territories on line 255.

-3,000
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SCHEDULE 8

CAPITAL COST ALLOWANCE (CCA)

Year Month Day
Name of corporation Business Number Tax year end

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

Is the corporation electing under regulation 1101(5q)? 101 1 Yes 2 No

For more information, see the section called "Capital Cost Allowance" in the T2 Corporation Income Tax Guide.

X

Class
number

(See
Note)

Undepreciated
capital cost at
the beginning

of the year
(undepreciated
capital cost at
the end of last

year)

Cost of
acquisitions

during the year
(new property

must be
available
for use)*

Net
adjustments**

Proceeds of
dispositions

during the year
(amount not to

exceed the
capital cost)

50% rule (1/2
of the amount,
if any, by which

the net cost
of acquisitions

exceeds
column 5)***

1 2 3 4 5 6 7
Reduced

undepreciated
capital cost

8
CCA
rate
%

****

9
Recapture of
capital cost
allowance
(line 107 of
Schedule 1)

10
Terminal loss
(line 404 of
Schedule 1)

11
Capital cost
allowance

(for declining
balance method,

column 7
multiplied by
column 8, or a
lower amount)

(line 403 of
Schedule 1)

*****

12
Undepreciated

capital cost
at the end of

the year
(column 6

plus column 7
minus

column 11)

200 201 203 205 207 211 212 213 215 217 220

Description

1. 1 16,252,382 1,577,595 0 788,798 17,041,179 4 0 0 681,647 17,148,330

2. 2 592,449 0 592,449 6 0 0 35,547 556,902

3. 3 823,336 0 823,336 5 0 0 41,167 782,169

4. 6 2,905,481 118,540 0 59,270 2,964,751 10 0 0 296,475 2,727,546

5. 8 815,733 193,069 0 96,535 912,267 20 0 0 182,453 826,349

6. 10 149,749 178,154 0 89,077 238,826 30 0 0 71,648 256,255

7. 12 263 4,280 0 2,140 2,403 100 0 0 2,403 2,140

8. 13 19,446 0 19,446 NA 0 0 486 18,960Hillsport Water Well

9. 13 27,824 0 27,824 NA 0 0 2,782 25,042Oba Water Well

10. 17 7,773,773 2,533,263 0 1,266,632 9,040,404 8 0 0 723,232 9,583,804

11. 42 247,751 0 247,751 12 0 0 29,730 218,021

12. 43.1 1,253 0 1,253 30 0 0 376 877

13. 45 4,049 0 4,049 45 0 0 1,822 2,227

14. 47 2,771,584 568,147 9 284,069 3,055,653 8 0 0 244,452 3,095,270

15. 50 3,299 1,182 0 591 3,890 55 0 0 2,140 2,341

Totals 32,341,102 5,221,500 9 2,587,112 34,975,481 2,316,360 35,246,233
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* Include any property acquired in previous years that has now become available for use. This property would have been previously
excluded from column 3. List separately any acquisitions that are not subject to the 50% rule, see Regulation 1100(2) and (2.2).

*** The net cost of acquisitions is the cost of acquisitions (column 3) plus or minus certain adjustments from column 4. For exceptions
to the 50% rule, see Interpretation Bulletin IT-285, Capital Cost Allowance – General Comments.

***** If the tax year is shorter than 365 days, prorate the CCA claim. Some classes of property do not have to be prorated. See the
T2 Corporation Income Tax Guide for more information.

Include amounts transferred under section 85, or on amalgamation and winding-up of a subsidiary. See the T2 Corporation Income
Tax Guide for other examples of adjustments to include in column 4.

**

Note: Class numbers followed by a letter indicate the basic rate of the class taking into account the additional deduction allowed.
Class 1a: 4% + 6% = 10% (class 1 to 10%), class 1b: 4% + 2% = 6% (class 1 to 6%).

Enter a rate only, if you are using the declining balance method. For any other method (for example the straignt-line method, where
calculations are always based on the cost of acquisitions), enter N/A. Then enter the amount you are claiming in column 11.

****

T2 SCH 8 (11)
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SCHEDULE 9

RELATED AND ASSOCIATED CORPORATIONS

Year Month Day
Name of corporation Business Number Tax year end

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

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.

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
common
shares

you own

Number of
preferred shares

you own

% of
preferred
shares

you own

Book value of
capital stock

Name

100 200 300 400 500 550 600 650 700

. Hydro One Inc. 86999 4731 RC00011 1

. Hydro One Networks Inc. 87086 5821 RC00012 3

. Hydro One Telecom Inc. 86800 1066 RC00013 3

. Hydro One Telecom Link Limited 88786 7513 RC00014 3

. Hydro One Brampton Networks Inc. 86486 7635 RC00015 3

. Hydro One Lake Erie Link Management Inc 87892 1519 RC00016 3

. Hydro One Lake Erie Link Company Inc. 87560 6519 RC00017 3

Note 1: Enter "NR" if the corporation is not registered or does not have a business number.
Note 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

T2 SCH 9 (11)
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Continuity of financial statement reserves (not deductible)

Description Balance at the
beginning of

 the year

Transfer on an
amalgamation or
the wind-up of
a subsidiary

Balance at the
end of the year

Add Deduct

Financial statement reserves (not deductible)

7,613,460 8,187,661574,201OPEB Liability1

833,7063,931,806 3,098,100RRPP Rev Var (427191)2

8,291,866 14,579,2946,287,428Environmental Liability3

4

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.

Reserves from 
Part 2 of Schedule 13

Totals 6,861,62919,837,132 833,706 25,865,055
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MISCELLANEOUS PAYMENTS TO RESIDENTS

SCHEDULE 14

Year Month Day
Name of corporation Business Number Tax year end

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

This schedule must be completed by all corporations who made the following payments to residents of Canada:
royalties for which the corporation has not filed a T5 slip; research and development fees; management fees; technical
assistance fees; and similar payments.

Please enter the name and address of the recipient and the amount of the payment in the applicable column. If several payments
of the same type (i.e., management fees) were made to the same person, enter the total amount paid. If similar types of
payments have been made, but do not fit into any of the categories, enter these amounts in the column entitled "Similar payments".

RoyaltiesName of recipient

100

Address of recipient

200 300

Research and
development 

fees

400

Management
fees

Technical
assistance

fees

Similar
payments

500 600 700

Hydro One Networks Inc 483 Bay Street

8th Floor

Toronto

ON CA

M5G 2P5

1 1,003,040

T2 SCH 14 (99)
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DEFERRED INCOME PLANS

SCHEDULE 15

Year Month Day
Name of corporation Business Number Tax year end

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

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).

If the trust that governs an employee profit sharing plan is not resident in Canada, please indicate if the T4PS, 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.

Amount
of contribution

$
(see note 2)

Address of EPSP trust T4PS
slip(s)
filed
by:

(see
note
3)

(EPSP
only)

Type of
plan
(see

note 1)

Name of EPSP trust

400 500 600300200100

Registration
number (RPP,
RSUBP, and
DPSP only)

1 1 2,138,783 1059104

Enter amount C on line 417 of Schedule 1

Note 1: You do not need to add to Schedule 1 any payments you made to deferred income
plans. To reconcile such payments, calculate the following amount:

1 – RPP
2 – RSUBP
3 – DPSP
4 – EPSP

Total of all amounts indicated in column 200 of this schedule ............................

Enter the applicable
code number:

Less:

Total of all amounts for deferred income plans deducted in your financial statements

Deductible amount for contributions to deferred income plans
(amount A minus amount B) (if negative, enter "0") .......................................

A

B

C

Note 2:

1 – Trustee
2 – Employer

T4PS slip(s) filed by:Note 3: 

2,138,783

2,138,783

T2 SCH 15 (06)
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SCHEDULE 50

SHAREHOLDER INFORMATION

Year Month Day
Name of corporation Business Number Tax year end

Hydro One Remote Communities Inc. 87083 6269 RC0001 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
preferred shares.

200100 400

Name of shareholder Percentage
common
shares

Business Number
(If a corporation is not
registered, enter "NR")

Social insurance
number

300

Percentage
preferred
shares

500

(after name, indicate in brackets if the shareholder
is a corporation, partnership, individual, or trust)

Trust number

350

Provide only one number per shareholder

Hydro One Inc. 86999 4731 RC0001 100.0001

2

3

4

5

6

7

8

9

10

T2 SCH 50 (06)

 Remotes - OEB Submission.211  2011-12-31  Hydro One Remote Communities Inc.
 2012-09-05 12:09  87083 6269 RC0001

 CORPORATE TAXPREP / TAXPREP DES SOCIÉTÉS - EP17     VERSION 2012 V1.1



SCHEDULE 550

ONTARIO CO-OPERATIVE EDUCATION TAX CREDIT

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

2011-12-31Hydro One Remote Communities Inc. 87083 6269 RC0001

Use this schedule to claim an Ontario co-operative education tax credit (CETC) under section 88 of the Taxation Act, 2007 (Ontario).

The CETC is a refundable tax credit that is equal to an eligible percentage (10% to 30%) of the eligible expenditures incurred by a corporation for
a qualifying work placement. The maximum credit amount is $1,000 for each qualifying work placement ending before March 27, 2009, and $3,000
for each qualifying work placement beginning after March 26, 2009. For a qualifying work placement that straddles March 26, 2009, the maximum
credit amount is prorated.

Eligible expenditures are salaries and wages (including taxable benefits) paid or payable to a student in a qualifying work placement, or fees paid or
payable to an employment agency for services performed by the student in a qualifying work placement. These expenditures must be paid on account
of employment or services, as applicable, at a permanent establishment of the corporation in Ontario. Expenditures for a work placement (WP) are not
eligible expenditures if they are greater than the amounts that would be paid to an arm's length employee.

A WP must meet all of the following conditions to be a qualifying work placement:

– the student performs employment duties for a corporation under a qualifying co-operative education program (QCEP);
– the WP has been developed or approved by an eligible educational institution as a suitable learning situation;
– the terms of the WP require the student to engage in productive work;
– the WP is for a period of at least 10 consecutive weeks or, in the case of an internship program, not less than 8 consecutive months and

not more than 16 consecutive months;
– the student is paid for the work performed in the WP;
– the corporation is required to supervise and evaluate the job performance of the student in the WP;
– the institution monitors the student's performance in the WP; and
– the institution has certified the WP as a qualifying work placement.

Make sure you keep a copy of the letter of certification from the Ontario eligible educational institution containing the name of the student, the employer,
the institution, the term of the WP, and the name/discipline of the QCEP to support the claim. Do not submit the letter of certification with the
T2 Corporation Income Tax Return.

File this schedule with the T2 Corporation Income Tax Return.

Part 1 – Corporate information

110 Name of person to contact for more information 120 Telephone number including area code

Is the claim filed for a CETC earned through a partnership?* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150 1 Yes 2 No

If you answered yes to the question at line 150,
what is the name of the partnership? . . . . . . . . . . . . . . . . . . . . 160

%170Enter the percentage of the partnership's CETC allocated to the corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

* When a corporate member of a partnership is claiming an amount for eligible expenditures incurred by a partnership, complete a Schedule 550 for the
partnership as if the partnership were a corporation. Each corporate partner, other than a limited partner, should file a separate Schedule 550 to claim
the partner's share of the partnership's CETC. The allocated amounts can not exceed the amount of the partnership’s CETC.

X

BRIAN SOARES (416) 345-6782

Part 2 – Eligibility

1. Did the corporation have a permanent establishment in Ontario in the tax year? . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200 1 Yes 2 No

2. Was the corporation exempt from tax under Part III of the Taxation Act, 2007 (Ontario)? . . . . . . . . . . . . . . . . . . . . . . 210 1 Yes 2 No

If you answered no to question 1 or yes to question 2, then the corporation is not eligible for the CETC.

X

X

T2 SCH 550 E (09)
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Part 3 – Eligible percentage for determining the eligible amount

Corporation's salaries and wages paid in the previous tax year * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300

If line 300 is $400,000 or less, enter 15% on line 310.
If line 300 is $600,000 or more, enter 10% on line 310.
If line 300 is more than $400,000 and less than $600,000, enter the percentage on line 310 using the following formula:

Eligible percentage for determining the eligible amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 310 %

Eligible percentage = – (x% %
amount on line 300

minus )

–
–
–

For eligible expenditures incurred before March 27, 2009:

$
$

8,578,998

10.000

15 5 400,000

200,000

If line 300 is $400,000 or less, enter 30% on line 312.
If line 300 is $600,000 or more, enter 25% 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:

–
–
–

For eligible expenditures incurred after March 26, 2009:

If this is the first tax year of an amalgamated corporation and subsection 88(9) of the Taxation Act, 2007 (Ontario) applies, enter the salaries and
wages paid in the previous tax year by the predecessor corporations.

*
Eligible percentage for determining the eligible amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %

Eligible percentage = – (x% %
amount on line 300

minus )

312

$
$

25.000

30 5 400,000

200,000

Part 4 – Calculation of the Ontario co-operative education tax credit

Complete a separate entry for each student for each qualifying work placement that ended in the corporation's tax year. If a qualifying work placement would
otherwise exceed four consecutive months, divide the WP into periods of four consecutive months and enter each full period of four consecutive months as
a separate WP. If the WP does not divide equally into four-month periods and if the period that is less than 4 months is 10 or more consecutive weeks, then
enter that period as a separate WP. If that period is less than 10 consecutive weeks, then include it with the WP for the last period of 4 consecutive months.
Consecutive WPs with two or more associated corporations are deemed to be with only one corporation, as designated by the corporations.

B
Name of qualifying

co-operative education program

A
Name of university, college,

or other eligible educational institution

400 405

1. Lakehead University Mechanical Engineer

E
End date of WP

(see note 2 below)

C
Name of student

410 435

D
Start date of WP

(see note 1 below)

430

1. Student 1 2011-05-02 2011-09-17

Note 1: When the WP has been divided into separate periods because it exceeds four consecutive months, enter the start date for the separate WP.

Note 2: When the WP has been divided into separate periods because it exceeds four consecutive months, enter the end date for the separate WP.
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Part 4 – Calculation of the Ontario co-operative education tax credit (continued)

F2
Eligible expenditures after

March 26, 2009
(see note 1 below)

F1
Eligible expenditures before

March 27, 2009
(see note 1 below)

450 452

Eligible
percentage

before
March 27, 2009
(from line 310

in Part 3)

Eligible
percentage

after
March 26, 2009
(from line 310a

in Part 3)

X
Number of consecutive

weeks of the WP completed
by the student before

March 27, 2009
(see note 3 below)

Y
Total number of consecutive
weeks of the student's WP

(see note 3 below)

%1. %20,11310.000 25.000 20

K
CETC for each WP

(column I or column J)

I
CETC on eligible

expenditures
(column G or H,

whichever is less)

J
CETC on repayment of
government assistance

(see note 4 below)

470 480 490

G
Eligible amount

(eligible expenditures
multiplied

by eligible percentage)
(see note 2 below)

H
Maximum CETC

per WP
(see note 3 below)

462460

1. 3,000 3,0005,028 3,000

500 (total of amounts in column K)Ontario co-operative education tax credit L3,000

or, if the corporation answered yes at line 150 in Part 1, determine the partner's share of amount L:

Amount L x percentage on line 170 in Part 1 % =  . . . . . . . . . . . . . . . . . . . . . . . M

Enter amount L or M, whichever applies, on line 452 of Schedule 5, Tax Calculation Supplementary – Corporations. If you are filing more than one
Schedule 550, add the amounts from line L or M, whichever applies, on all the schedules and enter the total amount on line 452 of Schedule 5.

Note 1: Reduce eligible expenditures by all government assistance, as defined under subsection 88(21) of the Taxation Act, 2007 (Ontario), that the
corporation has received, is entitled to receive, or may reasonably expect to receive, for the eligible expenditures, on or before the filing due
date of the T2 Corporation Income Tax Return for the tax year.

Note 2: Calculate the eligible amount (Column G) using the following formula:

Note 3: If the WP ends before March 27, 2009, the maximum credit amount for the WP is $1,000.
If the WP begins after March 26, 2009, the maximum credit amount for the WP is $3,000.
If the WP begins before March 27, 2009, and ends after March 26, 2009, calculate the maximum credit amount using the following formula:

where "X" is the number of consecutive weeks of the WP completed by the student before March 27, 2009,
and "Y" is the total number of consecutive weeks of the student's WP.

Note 4: When claiming a CETC for repayment of government assistance, complete a separate entry for each repayment and complete
columns A to E and J and K with the details for the previous year WP in which the government assistance was received.
Include the amount of government assistance repaid in the tax year multiplied by the eligible percentage for the tax year in which
the government assistance was received, to the extent that the government assistance reduced the CETC in that tax year.

Column G = (column F1 x percentage on line 310) + (column F2 x percentage on line 312)

($1,000 x X/Y) + [$3,000 x (Y – X)/Y]
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2009 BOARD APPROVED VS. 2009 ACTUALS OM&A  1 

VARIANCE EXPLANATIONS  2 

 3 

The following table compares 2009 actual costs versus 2009 Board approved costs for 4 

OM&A.   5 

OM&A Cost Categories 
 

2009 Actuals 
($000s) 

 

2009  Board 
Approved 

($000s) 
 

Variance 
($000s) 

Generation - Maintenance 4,277 5,803 (1,526) 
Generation –  Operations 3,517 3,445 72 
Fuel 18,359 21,649 (3,290) 
Distribution  1,378 1,648 (270) 
Customer Care 1,143 1,230 (87) 
Bad Debt (365) 575 (940) 
Community Relations 394 599 (205) 
Shared Services & Other Costs  1,266 981 285 
External Costs 156 90 66 
Total OM&A 30,125 36,020 (5,895) 
 6 

Remotes’ actual OM&A costs were $30,125 thousand compared to $36,020 thousand 7 

approved by the Board in the EB-2008-0232 Decision with Reasons, a decrease of $5,895 8 

thousand.  The majority of this differential comes from lower fuel prices (-$3,290 9 

thousand), lower generation maintenance, lower customer care, distribution and 10 

community relations partly offset by higher external costs and shared services and other 11 

costs.   12 

 13 

Fuel costs were lower than plan due (-$3,290 thousand) to decreased fuel prices, 14 

improved winter road delivery and a later than planned start to servicing Marten Falls. 15 

Generation maintenance was lower than plan (-$1,526 thousand) due to lower planned 16 

engine maintenance tank farm maintenance, and corrective maintenance projects.  This is 17 

discussed further in Exhibit C1-2-2.  18 
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Distribution was lower than plan ($270 thousand) due to the delay in servicing Marten 1 

Falls, lower trouble calls and lower planned maintenance offset by higher data collection 2 

and system condition assessment expenses. 3 

 4 

Customer Care expenses were lower than plan (-$87 thousand) due to lower meter 5 

reading and reverification costs and more efficient collections.   Bad debt was lower than 6 

plan related to the successful negotiation of arrears payment plans with First Nation 7 

communities.  This is discussed further in Exhibit C1, Tab 2, Schedule 4.  8 

 9 

Community Relations expenses were lower than approved ($205 thousand) due to lower 10 

customer survey costs, lower Customer Advisory Board meeting expenses and fewer 11 

community meetings.  12 

 13 

Shared Services and Other Costs were $285 thousand higher primarily relating to one-14 

time participation costs associated with the implementation of a corporate software 15 

project ($208 thousand), costs associated with the 2008 Cost of Service proceeding ($54 16 

thousand) and a lower transfer of overheads to capital.  17 
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RATE BASE 1 

 2 

1.0 INTRODUCTION 3 

 4 

This exhibit provides the forecast of Remotes’ rate base for the 2013 test year and 5 

provides a detailed description of each of the rate base components. 6 

 7 

In accordance with the 2006 Electricity Distribution Rate Handbook (“Handbook”) and 8 

the “Filing Requirements” revised by the Board on June 28, 2012, the rate base 9 

underlying the test year revenue requirement includes a forecast of net fixed assets, 10 

calculated on a mid-year average basis, plus a working capital allowance. Net fixed assets 11 

are gross plant in service minus accumulated depreciation and contributed capital1. 12 

Working capital is calculated using the formula as described in the Section 5.4 of 2006 13 

Electricity Distribution Rate Handbook. 14 

 15 

2.0 UTILITY RATE BASE 16 

 17 

Utility rate base for Remotes for the test year is filed at Exhibit D2, Tab 1, Schedule 1.  18 

Remotes’ forecast rate base for the test year is $41,090 thousand.  19 

Table 1 20 

Remotes Rate Base ($000s) 21 

 
Description 

Test 
2013 

Gross Plant 60,084 
Accumulated Depreciation (24,740) 
Net Plant 35,344 
Cash Working Capital 5,746 
Distribution Rate Base 41,090 

                                                 
1 Contributed capital refers to amounts contributed by third parties to specific capital projects, e.g. Joint 
Use Assets, Customer Contributions 
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The mid-year gross plant balance reflects the capital expenditure programs forecast for 1 

the bridge and test years. These programs are described in detail in the company’s written 2 

evidence at Exhibits D1, Tab 2, Schedule 1 and in the supporting schedules filed at 3 

Exhibit D2, Tab 2, Schedule 2. The justification for capital projects in excess of $261 4 

thousand (0.5% of revenue requirement) are filed at Exhibit D2, Tab 2, Schedule 3.  5 

 6 

Continuity schedules are provided in Exhibit D2, Tab 3, Schedules 1 through 3.  7 

 8 

Table 2 9 

Continuity of Fixed Assets Summary ($000s) 10 

 
Description 

Historic Bridge Test 
2009 2010 2011 2012 2013 

Opening Gross Asset Balance 45,008 48,966 49,521 52,622 58,973 
In-Service Additions 4,943 3,657 5,898 7,304 7,486 
Retirements (981) (3,095) (2,797) (953) (5,264) 
Transfers (4) (7) - - - 
Closing Gross Asset Balance 48,966 49,521 52,622 58,973 61,195 
Mid Year Gross Asset Balance 46,987 49,244 51,072 55,798 60,084 
 11 

In-service additions reflect the placing in-service of Remotes’ capital programs. These 12 

programs are described in detail at Exhibit D1, Tab 2, Schedule 1.   13 

 14 

Retirements in 2010 include the retirement of major assets replaced during the Sandy 15 

Lake and Gull Bay upgrades.  There were higher engine retirements in 2011 along with 16 

the Sandy Lake and Webequie staff houses.  The increase in 2013 reflects the retirement 17 

of assets related to the Shoulderblade Falls hydro-electric generating station which will 18 

be transferred to the First Nation. 19 

  20 

The nature and composition of Remotes’ assets are described in detail in Exhibit D1, Tab 21 

1, Schedule 2. 22 
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3.0 WORKING CAPITAL 1 

 2 

Working capital is at 13% of eligible OM&A expenses per the Filing Requirements for 3 

Electricity Transmission and Distribution Applications, issued June 28, 2012. A detailed 4 

calculation is found in Exhibit D2, Tab 4, Schedule 1. 5 

 6 

Table 3 7 

Working Capital Calculation  ($000s) 
Total Eligible OM&A Expenses 44,199 

Working Capital Allowance @ 13.0% 5,746 
 8 
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REMOTES’ DISTRIBUTION AND GENERATION ASSETS  1 

 2 

1.0 INTRODUCTION 3 

 4 

At December 31, 2011, Remotes managed net fixed assets of $28,494 thousand to 5 

provide the safe and reliable generation and delivery of electricity to 3,533 customers in 6 

21 remote communities across Ontario’s far north.  7 

 8 

In each community, the generating assets consist of a fenced site property, including  a 9 

generator building and storage outbuildings; diesel generator sets, comprised of diesel 10 

engines, and alternating current generators; electrical switch gear with engine controls, 11 

breakers and step up transformers; a Programmable Logic Controller (PLC) including a 12 

Supervisory Control and Data Acquisition (SCADA) System;  an engine cooling system 13 

including piping and external radiators; an engine exhaust system comprised of manifolds, 14 

silencers and exhaust stacks; a diesel fuel system including multiple bulk fuel tanks, 15 

transfer pumps, piping, automated valves, day tanks, fuel coolers, meters and an off-load 16 

kiosk; and a building auxiliary system including secondary heating system (ventilation 17 

system), communications, lighting and station service and compressed air.   18 

 19 
 20 

The major distribution system components include conductors, switches, transformers, 21 

insulators, reactors, capacitors, connecting hardware, associated protection and control 22 

equipment, foundations, grounding systems and revenue meters.   23 

 24 

2.0 KEY CHARACTERISTICS OF THE GENERATION SYSTEM 25 

 26 

Due to the lack of grid connection, Remotes is a generator of electricity to meet its 27 

obligations under section 29 of the Electricity Act, 1998.  Diesel generation is currently 28 

the prime source of electricity within the communities.  Remotes also owns and operates 29 
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two run-of-the-river mini-hydroelectric generating facilities and has four demonstration 1 

project windmills.  The feasibility of using further renewable technologies is continually 2 

examined as new technologies evolve, but diesel is currently the most reliable and cost 3 

effective technology.  Remotes believes that First Nations must be involved in renewable 4 

energy projects in their communities, and is working with local First Nations and with 5 

private sector developers to assist in developing renewable energy resources.  Remotes 6 

would enter into power purchase agreements based on the avoided cost of diesel fuel to 7 

support these projects.   8 

 9 

There are presently 57 diesel generators in service, ranging in size from 65kW to 10 

1250kW.  The stations are designed to maximize fuel efficiency and also to provide some 11 

generation redundancy in the event of engine failure.  Most stations have three 12 

generators, sized to meet community load at different times of the day and season.  13 

Automated operation ensures that each generator is dispatched to match community load, 14 

thereby maximizing fuel efficiency.  The stations are designed so that failure of any 15 

single unit does not jeopardize supply.  The largest unit is sized to meet the peak load in 16 

the community, and equals the output of the two smaller units.    17 

 18 

3.0 KEY CHARACTERISTICS OF THE DISTRIBUTION SYSTEM 19 

 20 

Remotes operates 19 isolated distribution systems to serve the 21 communities.  Within 21 

each system, Remotes is responsible for transformation, voltage regulation, delivery and 22 

metering of power.  Because the communities are far from each other, the distribution 23 

systems are isolated, distinct and stand-alone and are planned for and operated as separate 24 

distribution systems.  These distribution systems operate at distribution voltages ranging 25 

from 4.8 kV to 25 kV. 26 

 27 
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The fixed distribution assets in service include approximately 233 kilometers of line, 1 

4610 wood poles, 1,122 transformers (used for voltage transformation) and 265 switches 2 

distributed throughout the system. Billing meters are used to measure energy 3 

consumption at customer supply points. 4 

 5 

The distribution systems are designed and operated to industry standards.  The 6 

distribution systems are beginning to age, having been originally built in the 1970s and 7 

1980s.  The systems are radial in design, with very little redundancy in supplies to 8 

customers, which is consistent with rural utilities. Due to this configuration, most 9 

component failures require immediate repair to restore service.   10 

 11 

4.0 KEY CHARACTERISTICS OF FACILITIES 12 

 13 

Remotes has a Service Centre in Thunder Bay, Generating Station buildings in 19 14 

communities and associated outbuildings such as storage sheds, and staff houses in 14 15 

communities.  Repairs and capital replacements are normally undertaken when facilities 16 

deteriorate and include items such as rebuilding roofs, building garages to house vehicles 17 

in the communities, and improvements to staff houses required to meet health and safety 18 

standards. 19 
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CAPITAL PROGRAMS 1 

 2 

1.0 INTRODUCTION 3 

 4 

Under the Electrification Agreements with INAC (now Aboriginal Affairs and Northern 5 

Development Canada “AANDC”), AANDC funds new generation and distribution 6 

capital within First Nation communities served by Remotes.  Remotes ultimately takes 7 

ownership of these assets, although they are not included in rate base or revenue 8 

requirement as they have a nominal carrying value because they are provided as 9 

contributed capital. In non-First Nation communities, a similar arrangement exists, except 10 

that the provincial government funds the original capital costs of the plants.   11 

 12 

Remotes’ ongoing capital expenditures relate primarily to asset and equipment 13 

replacements required to safely and reliably deliver electricity to the 21 communities in 14 

its service territory.  Remotes invests in assets as replacements are required due to end-15 

of-life, equipment failure, to meet new standards or to improve the overall operations and 16 

efficiency of the plant when an upgrade is not planned. 17 

 18 

As indicated in Exhibit A, Tab 4, Schedule 1, in 2011, AANDC informed Remotes that it 19 

is facing funding constraints and does not have funding for required upgrades in its 20 

current 5-year capital plan.  Because federal funding for new stations is expected to be 21 

delayed, Remotes’ capital expenditures related to generation and facility asset 22 

replacement and refurbishment is expected to increase in the near to medium term.  23 

 24 

An overview of Remotes’ capital investments for the historic and bridge years and 25 

proposed investments for the test year is provided in Table 1 below.   26 
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Table 1 1 
ANNUAL CAPITAL INVESTMENTS 2 

($000s) 3 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Generation  3,135 2,488 4,575 4,891 4,555 

Distribution  195 620 476 522 707 

Facilities 909 269 1,997 851 773 

Minor Fixed Assets 34 167 181 100 100 

Total 4,273 3,544 7,229 6,364 6,135 

 4 

Remotes capitalizes costs that are directly attributable to the acquisition and construction 5 

of capital projects. Remotes also capitalizes certain overhead and indirect costs that are 6 

causally or beneficially related to supporting its capital projects. With the Board’s 7 

approval of US GAAP as the basis for regulatory accounting and rate setting for 8 

Remotes, the Company will continue to capitalize attributable overhead costs consistent 9 

with its legacy approach previously applied to the historic years under Canadian 10 

generally accepted accounting principles (CGAAP).  11 

 12 

In the Board’s Decision with Reasons for the EB-2011- 0268 proceeding, Hydro One 13 

Networks Inc.was directed to conduct a critical review of its current and proposed 14 

capitalization practices. This review can be seen at EB-2012-0031 Exhibit C1, Tab 7, 15 

Schedule 2, Attachment 2. In its Decision with Reasons on Remotes’ request to adopt US 16 

GAAP in place of modified International Financial Reporting Standards as its approved 17 

basis of regulatory accounting and reporting (EB-2011- 0427), the Board observed that 18 

“Board staff noted that Hydro One uses the same capitalization policies across all of its 19 

regulated businesses and submitted that the results of this capitalization review, as it 20 

pertains to Remotes, should be included in its next cost of service application.” In its 21 

Findings, the Board noted “that Hydro One has indicated that it would apply the results of 22 
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the capitalization review to its Remotes business. The Board expects that the impacts of 1 

this review will be addressed in the next Remotes cost-of-service rate application.” In its 2 

critical review of the appropriateness of its overhead capitalization policy for Networks 3 

Transmission, no policy changes were recommended. As a result, no changes have been 4 

reflected in this cost-of-service application related to Remotes’ legacy CGAAP approach 5 

to capitalizing overheads and indirect costs.  6 

 7 

The Remotes’ overhead capitalization rate is a calculated percentage representing the 8 

amount of CCFS overhead costs that are required to support capital projects in a given 9 

year.  Specifically, this rate reflects the total CCFS amounts to be capitalized as a 10 

percentage of total capital expenditures. CCFS amounts to be capitalized are determined 11 

based a 3-year average of direct capital expenditures as a percentage of the total capital 12 

and OM&A work program. The overhead capitalization rate for 2013 is 5.5%.   13 

 14 

The following table shows capitalized overheads, and the related overhead capitalization 15 

rates for the Historical, Bridge and Test Years. This information may also be seen in 16 

Exhibit C1-2-6, Table 1. 17 

 18 

Table 2 19 
Overhead Capitalization 20 

Historical, Bridge and Test Year  21 
 Historic  Bridge Test 

2009 2010 2011 2012 2013 

Total capitalized overheads ($000s) 371 359 495 391 455 

Capitalized overhead rate (%) 6.4 7.6 5.7 5.5 5.5 

 22 

Remotes’ capital programs fall into three main categories:  generation, distribution and 23 

facilities.  Remotes plans its capital investments in accordance with customer 24 

requirements and good utility practice, in order to maintain or improve safety and 25 
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reliability, and to ensure that it is compliant with regulatory requirements and operational 1 

standards.    2 

 3 

2.0 GENERATION CAPITAL PROGRAMS 4 

 5 

2.1 Planned Capital Replacement of Diesel Engines and Auxiliary Systems  6 

 7 

Table 3 8 
ENGINE AND AUXILIARY OVERHAULS AND REPLACEMENTS 9 

($000s) 10 

 11 

 12 

Diesel engines and their components are subject to deterioration that will eventually lead 13 

to a decline in equipment performance and reliability, increased environmental and safety 14 

risks, and failures.  Each Remotes station has between two and four generators, which are 15 

programmed to follow the community load in order to maximize fuel efficiency.  Engine 16 

overhauls are scheduled when the operating hours for each engine reaches 20,000 hours 17 

for 1800 RPM units and 32,000 to 40,000 hours for 1200 RPM units.    18 

 19 

The frequency and timing of major engine overhauls are planned in accordance with 20 

manufacturer’s procedures and are based on the hours an engine has run. Annual engine 21 

run times vary for each unit, typically in the range of 2,500 to 4,500 hours per year.  The 22 

forecast for this capital work changes based on actual engine run times which are 23 

determined by actual community loads and which engine is picked to operate by the 24 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Engine and Auxiliary 
System Replacements 

2,062 1,336 3,586 2,218 3,056 
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automated engine control system. As necessary, minor auxiliary work is undertaken when 1 

engines are overhauled.   2 

 3 

In general terms, Remotes has determined that diesel engine-generator sets should be 4 

replaced after two rebuilds (three complete life cycles).  As a result, an engine may be 12 5 

to 18 years old when it is replaced.  Some units may be identified for earlier replacement 6 

subject to specific issues discovered during its life cycle.  Replacement may be advanced 7 

or lengthened accordingly.  The new units incorporate current emission reduction 8 

technology and improved fuel efficiency.  9 

 10 

The engine replacement program also includes major work related to auxiliary systems.  11 

Auxiliary work is evaluated on a case-by-case basis given the site, the existing equipment 12 

in service and the proposed replacement.  When integrating new engines into older 13 

existing systems, heating, cooling, ventilation, exhaust, electrical, fuel and control 14 

systems may be impacted.  Performing all necessary auxiliary work when engines are 15 

replaced reduces engine downtime, mobilization and travel costs.    16 

 17 

Year-over-year variances relate to the timing of required engine replacements based on 18 

engine hours, the size of the units being replaced as larger engines are more expensive to 19 

replace, and improvements to the planning and procurement process starting in 2011 to 20 

reduce the risk of missing winter roads.  21 

22 
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2.2 Emergency System Breakdowns 1 

 2 

Table 4 3 
EMERGENCY SYSTEM BREAKDOWNS 4 

 ($000s) 5 

 6 

The Emergency System Breakdown program provides for replacements related to 7 

catastrophic failures in the distribution systems or generation systems and their auxiliary 8 

systems.  These costs are generally associated with plant fires, catastrophic failures of 9 

major plant equipment and major storms.  Catastrophic failure rates vary, based on 10 

external factors such as weather and station or forest fires and on the failures of major 11 

plant equipment.  Since 2009, emergency system breakdowns have been reduced 12 

significantly from historical levels as a result of improved maintenance.  Because of the 13 

inherent uncertainty of costs and budgeting associated with catastrophic failures, 14 

emergency system breakdowns are no longer included in Remotes’ business plan. While 15 

preventive maintenance can control and reduce failure rates, equipment failures may still 16 

occur.  Minor breakdowns would be addressed in the engine replacement program.  17 

Catastrophic failures would be treated as unforeseen expenditures.  18 

 19 

2.3 Upgrade Projects  20 

Table 5 21 
UPGRADE PROJECTS 22 

 ($000s) 23 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Upgrade Projects 178 0 0 0 0 

 Historic Bridge Test 
2009 2010 2011 2012 2013 

Emergency System 
Breakdowns 2 43 15 0 0 
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Until 2005, Remotes paid for a small portion of the costs of generation upgrades in First 1 

Nation communities.  Remotes no longer pays any part of the cost for generation 2 

upgrades, except for specific projects that were initiated and agreed to prior to 2005.  3 

Remotes depreciates the cost of the capital it contributed to these legacy projects.  2009 4 

reflects costs associated with the upgrade in Gull Bay, which was initiated prior to 2005.  5 

 6 

2.4  Tank Farm Upgrades  7 

 8 

Table 6 9 
TANK FARM UPGRADES 10 

 ($000s) 11 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Tank Farm Upgrades 12 104 268 1,256 0 

 12 

Tank farm upgrades are projects designed to comply with safety and environmental 13 

regulations and to maintain station reliability.  Tanks farms are regularly monitored and 14 

inspected. Projects to address compliance and improvements are planned as needed.  15 

2012 projects include improvements at Weagamow ($600 thousand) to address 16 

deficiencies associated with the fuel storage tanks, and to address deficiencies at the 17 

Landsdowne tank farm ($440 thousand), and modifications to the day tanks in Sultan 18 

($210 thousand) to comply with current Regulations.  No projects are planned for 2013.  19 

20 
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2.5  Generation Improvement  1 

 2 
Table 7 3 

GENERATION IMPROVEMENT CAPITAL 4 
 ($000s) 5 

 Historic Bridge Test 
2009 2010 2011 2012 2013 

Generation 
Improvement 

881 1,005 706 1,417 1,499 

The Generation Improvement Capital program encompasses project based capital 6 

investments that are designed to improve the operations of the generating stations to meet 7 

environmental and safety standards and to improve the efficiency of operations.  Projects 8 

vary year over year depending on changing standards, issues identified through 9 

monitoring and compliance reviews, and initiatives identified to improve station 10 

performance.  Similarly, program spending varies year over year depending on the 11 

complexity of the project and level of work required.  The major projects in 2009 12 

included the design and construction of an environmental treatment facilities required to 13 

clean up a spill in Kingfisher Lake and enhancements to engine room containment to 14 

reduce the risk of future spills ($710 thousand).  In 2010, major program activity related 15 

to the installation of spill detection systems ($470 thousand), Shoulderblade Falls 16 

optimization ($115 thousand), and work related to the Armstrong Flu-Gas Analysis 17 

System ($200 thousand).  In 2011, major projects included control modifications in Gull 18 

Bay to improve the station operation ($118 thousand) and site work to install a windmill 19 

in Kasabonika Lake ($340 thousand).  The major 2012 projects include Supervisory 20 

Control and Data Acquisition (SCADA) and Programmable Logic Computer (PLC) 21 

system replacements ($430 thousand) needed to replace and improve the existing plant 22 

communications and automation systems, and Protection Upgrade/Switchgear work 23 

($160 thousand), needed to improve safety at the plants. The major 2013 projects include 24 

ventilation system improvements ($220 thousand), design and replacement of plant fire 25 

suppression systems ($260 thousand), Protection Upgrade/Switchgear work ($184 26 
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thousand), SCADA and PLC replacement projects ($282 thousand) and Spill 1 

Containment Enhancements ($225 thousand).  2 

 3 

3.0 DISTRIBUTION CAPITAL PROJECTS 4 

 5 

3.1 Metering, Minor Storm Damage, Damage Claims and Small External 6 
Demand Requests 7 

 8 

Table 8 9 
METERING, MINOR STORM DAMAGE, DAMAGE CLAIMS AND SMALL 10 

EXTERNAL DEMAND REQUESTS 11 
($000s) 12 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Metering, Minor 
Storm, Damage 
Claims and Small 
External Demand 

156 75 33 75 133 

 13 

Investments under the Metering, Minor Storm Damage and Damage Claims, and Small 14 

External Requests Programs are driven by reliability, customer satisfaction and 15 

regulatory compliance.  16 

 17 

Investments in metering are driven by regulatory compliance with Measurement Canada 18 

rules.  Minor storm damage involves the replacement of plant units damaged by 19 

lightning, wind and other storm-related impacts and is distinguished from Emergency 20 

System Breakdown program by the scale of damage.  Damage Claims and small External 21 

Demand Requests cover the replacement of plant units resulting from third party damages 22 

that are not fully recoverable from the third party.  These instances can occur, for 23 

example, when an uninsured driver runs into a utility pole.  Damage claims may result in 24 

a partial recovery from the responsible party and/or Remotes needing to expense the 25 
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portion of work that is not a capital refurbishment.  Small external demand requests are 1 

related to Joint Use work in association with Bell and local First Nation attachments and 2 

are normally fully recoverable.  3 

 4 

The implementation of a cyclical forestry clearing in 2008 and 2009 reduced minor storm 5 

damage work in 2010 and 2011.  In 2011 Measurement Canada requirements meant that 6 

a large number of meters needed to be changed.  Increases in 2013 are related to 7 

anticipated meter deployment in Pikangikum and Cat Lake  8 

 9 

3.2 Distribution System Improvements 10 

 11 
Table 9 12 

DISTRIBUTION SYSTEM IMPROVEMENTS 13 
($000s) 14 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Distribution System 
Improvements 

20 492 395 447 574 

 15 

Distribution System Improvements include planned improvements and component 16 

replacements required to maintain the operation of distribution lines and associated 17 

facilities.  Asset Condition Inspections identify conditions that require capital work to 18 

bring the Distribution System up to current standards, as prescribed by Section 4.4 of the 19 

Distribution System Code and by the Electrical Safety Authority under O.Reg 22/04 20 

made under the Electricity Act, 1998.   21 

 22 

Distribution capital in 2009 was lower due to most of the work being recoverable work. 23 

Variances between 2010 and 2011 relate primarily to a large betterment project in 24 

Sachigo Lake in 2010 ($90 thousand). Distribution variances between bridge and test 25 
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year reflect anticipated costs associated with taking over service to the communities of 1 

Cat Lake and Pikangikum ($60 thousand).     2 

 3 

4.0 FACILITIES CAPITAL 4 

 5 

Table 10 6 
FACILITIES CAPITAL 7 

($000s) 8 

 Historic Bridge Test 

2009 2010 2011 2012 2013 

Facilities 909 269 1,997 851 773 

 9 

Remotes has an ongoing program to maintain, refurbish and repair facilities such as staff 10 

houses, outbuildings and the Thunder Bay service centre.  Repairs are normally 11 

undertaken when facilities deteriorate and include items such as rebuilding roofs, 12 

building garages to house vehicles in the communities, and improvements to staff houses 13 

required to meet health and safety standards.     14 

 15 

Garage and house structures could not be transported by winter road for construction in 16 

2010 leading to lower than usual investments.  Increased investments in facilities in 2011 17 

relate to the replacement of staff houses in Sandy Lake, Fort Severn and Webequie.   18 

 19 

5.0 MINOR FIXED ASSETS 20 

 21 

Minor fixed assets include relatively small purchases of computers, equipment and office 22 

furniture.   23 
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ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION 1 

 2 

The interest rate used for construction work in progress (CWIP), referred to as Allowance 3 

for Funds Used During Construction (AFUDC), reflects the Board’s Decision in 4 

proceeding EB-2006-0117.  This Decision required that the interest rate to be used for 5 

CWIP would be the Scotia Capital All-Corporates Mid-Term Average Weighted Bond 6 

Yield, as published on the Bank of Canada website and updated quarterly.  Per the OEB’s 7 

website, since July 2007, “the source reference for the CWIP interest rate, the Scotia 8 

Capital Inc. All-Corporates Average Weighted Yield Mid-Term, has not been publicly 9 

available via the Bank of Canada’s website”.  This bond yield has been renamed as the 10 

“DEX Mid-Term Corporate Bond Index”.  11 

 12 

The rates used in calculating AFUDC for the bridge and test years were derived using US 13 

GAAP. The historical years 2009 to 2011 reflect the average quarterly prescribed interest 14 

rate. 15 

 16 

Table 1 17 

Allowance for Funds Used During Construction 18 

Year AFUDC Rate AFUDC ($ thousands) 

2009 5.9% 156 
2010 4.3% 126 
2011 4.2% 166 
2012 4.8% 245 
2013 4.3% 266 

 19 
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              HYDRO ONE REMOTE COMMUNITIES INC

Line 
No. Particulars 2013

Electric Utility Plant

1 Gross plant at cost $ 60,084  
2 Less: accumulated depreciation (24,740)  

3 Net plant in service $ 35,344  

4 Cash working capital $ 5,746  

5 Total rate base $ 41,090  

Year Ending December 31
($000s)

Statement of Utility Rate Base
Forecast Year (2013)  
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Bridge Test
2009 2010 2011 2012 2013

Generation
Planned Capital Replacement of Diesel Engines & Aux Equipment 2,062 1,336 3,586 2,218 3,056
Emergency System Breakdowns inc. Temp Units 2 43 15 0 0
Upgrade Projects 178 0 0 0 0
Fuel Tank Farm Upgrade Projects 12 104 268 1,256 0
Generation Improvement Capital 881 1,005 706 1,417 1,499

Total "Generation" 3,135 2,488 4,575 4,891 4,555

Distribution
Metering, Minor Storm Damage & Damage Claims 156 75 33 75 133
Fixed Price Layouts, New Customer Connections & Service Upgrades 19 53 48 0 0
Distribution System Improvements 20 492 395 447 574
Total " Distribution" 195 620 476 522 707

Facilities
Planned 909 269 1,997 851 773
Total "Facilities" 909 269 1,997 851 773

Minor Fixed Assets 34 167 181 100 100

Overall Total 34 167 181 100 100

TOTAL REMOTES CAPITAL 4,273 3,544 7,229 6,364 6,135

Notes:

"Upgrade Projects" expenditures fully recoverable
Generation Improvement Capital include non-routine projects
New customer connections budgeted as fully recoverable in bridge and test year(s)
Planned capital replacement of diesel engines include capital engine overhauls
Except where a cost share agreement was in place

 

COMPARISON OF CAPITAL EXPENDITURES - HISTORIC, BRIDGE AND TEST YEARS
                                    HYDRO ONE REMOTE COMMUNITIES INC.
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LIST OF CAPITAL EXPENDITURE PROGRAMS/PROJECTS 1 

IN EXCESS OF $261K TEST YEAR - 2013 2 

 3 

1.0 INTRODUCTION 4 

 5 

As outlined in Exhibit A, Tab 14, Schedule 2, Program and Project Approval, Asset 6 

Planning Documents (“APD’S”) are prepared and approved as part of the business plan-7 

ning process.  Approvals for facilities projects are prepared during the budgeting process 8 

when the project scope is determined.  The filing requirements require written documen-9 

tation for capital projects for programs and projects in excess $261 thousand (0.5% of 10 

revenue requirement).  Remotes’ internal program and project approval documentation is 11 

based on gross capital, including removals and capital contributions.  As discussed in Ex-12 

hibit D1, Tab 2, Schedule 1, Remotes does not include contributed capital in its rate base; 13 

as such, net capital is shown in those exhibits.  The cost of removals associated with these 14 

projects can be found in the continuity schedule in Exhibit D2, Tab 3, Schedule 1. Be-15 

cause Remotes internal documentation is s based on gross capital, gross capital is shown 16 

on the attachments to this exhibit. 17 

 18 

2.0 GENERATION CAPITAL (EXHIBIT D1, TAB 1, SCHEDULE 2) 19 

 $000s 20 

Engine and Auxiliary Replacements (D2-2-3 Att.1)   2,818 21 

Engine Overhauls1 (D2-2-3 Att. 2)                 238 22 

SCADA & PLC Replacements2         282  23 

                                                           
1 Capital spending associated with Engine and Auxiliary Overhauls and Replacements is shown on a con-
solidated basis in Exhibit D1-2-1. 
2 For specific improvement projects business cases are only completed during detailed budgeting process as 
discussed in Exhibit A, Tab 14 Schedule 2. 
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Summary 1 

Total Generation projects/programs listed above 3,338 2 

All other Generation projects/programs 1,217 3 

Total Generation capital (per Exhibit D1-2-1) 4,555 4 

 5 

3.0 DISTRIBUTION CAPITAL (EXHIBIT D1, TAB 1, SCHEDULE 2) 6 
 7 

    $000s 8 

Distribution System Improvements (D2-2-3 Att. 3)    574 9 

 10 

Summary 11 

Total Distribution projects/programs listed above 574 12 

All other Distribution projects/programs      133 13 

Total Distribution capital (per Exhibit D1-2-1) 707 14 

 15 

4.0   FACILITIES CAPITAL (EXHIBIT D1, TAB 1, SCHEDULE 2) 16 

 17 

$000s 18 

Planned Facility Improvements3    517 19 

 20 

Summary 21 

Total Facilities projects/programs listed above 517 22 

All other Facilities projects/programs      256 23 

Total Facilities capital (per Exhibit D1-2-1) 773 24 

   25 

 26 

 27 

 28 

                                                           
3For specific facilities projects business cases are only completed during detailed budgeting process as dis-
cussed in Exhibit A, Tab 14 Schedule 2. 
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5.0 MINOR FIXED ASSETS (EXHIBIT D1, TAB 1, SCHEDULE 2) 1 

 2 

$000s 3 

Minor Fixed Assets 100 4 

 5 

 $000s 6 

Total Capital Expenditures $6,135 7 
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JUSTIFICATION FOR PROGRAMS/PROJECTS IN EXCESS OF 1 

261K1 2 

 3 

Attachment 1:  Justification for Generation Capital Sustainment (Engine and Auxillary 4 

Replacement) 5 

 6 

Attachment 2:    Justification for Generation Capital Sustainment (Engine Overhauls) 7 

 8 

Attachment 3:    Justification for Distribution Capital Sustainment 9 

                                                           
1 Does not include future use assets 
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1. Generation Capital Sustainment 
 
Planned Capital Replacement of Engines (now excludes Engine 
Overhauls) 
 
 Driver Description 

Diesel engine-generator sets (“gensets”) are maintained as per manufacturers’ published  
recommendations, including complete overhauls after specified hours.  Medium speed 
(1800 rpm) units are rebuilt after 20,000 hours, low speed (1200 rpm) units after 32,000 
to 40,000 hours. 
 
In general terms, Remotes has determined that a genset should be replaced after two 
rebuilds (ie. three complete life cycles).   Some units may be identified for earlier 
replacement subject to specific issues discovered during its life cycle.  Replacement may 
be advanced or lengthened accordingly. 
 
 Highlights 

Remotes has sixty-three (63) genset units (at time of writing) available for operation in the 
nineteen (19) generating stations.  Each station has between two to four engines per 
community, ranging in size from 85 kW to 1,250 kW. 
 
Engine run hours determine when a unit is due for overhaul, which is in accordance with 
the manufacturer's recommended parts replacement.  The programmable logic controller 
(PLC) program selects the most fuel-efficient engine(s) to run at any given time based on 
the community load so engines receive inconsistent lengths of run time. 
 
Annual engine run times vary for each unit, typically in the 2,500 to 4,500 hours per year.   
An engine may be twelve to eighteen years old when it is replaced.   There are 
improvements in fuel economy and emissions performance with the new units. 
 
The engine replacement program also includes work related to auxiliaries.  Auxiliary work 
is evaluated on a case-by-case basis given the site, the existing equipment in service and 
the proposed replacement.  When integrating new engines into older existing systems; 
heating, cooling, ventilation, exhaust, electrical, fuel and control systems may be 
impacted.  It is preferred that all necessary auxiliary work be done in conjunction with the 
engine replacements in order to reduce engine down-time, mobilization and travel costs. 
 
In lieu of a third engine overhaul, a replacement genset is ordered in advance of winter 
roads where necessary and replacement is carried out instead of the third overhaul. 
 
In the past, strong community load growth has triggered frequent station upgrades which 
involve replacing gensets prior to them reaching their full life term.     
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 Plan over Plan Current 

 
Plan Over Plan Current (Gross) 
 
 2011 2012 2013 2014 2015 2016 
BP2011-2015 2,169,097 2,238,737 1,398,350 1,777,106 1,778,388 1,778,388 
BP2012-2016 2,919,152 2,207,653 3,131,579 1,617,196 1,622,460 1,628,036 
Difference 750,055 (31,084) 1,733,229 (159,910) (155,928) (150,352) 
 
 
 Year over Year Current 

 
Year Over Year Current (Gross) 
   
 
 2010  

Actual 
2011 

Actual 
2012 2013 2014 2015 2016 

BP2012-2016 866,847 2,919,152 2,207,653 3,131,579 1,617,196 1,622,460 1,628,036 
Difference  2,052,305 (711,499) 923,926 (1,514,383) 5,264 5,576 
 
The number and size of generators that come up for replacement due to operating hours 
is predicted using forecasting techniques.   Each year, the future operating hours are 
estimated based upon community load forecasts, and added to the engines’ actual past 
performance.  The number of units due for replacement in a given year varies because of 
a number of operational factors leading to year over year variances which are normal for 
this program. 
 
 Current Risk Profile 

 
□ Financial     □ Reputation 
□ Regulatory Relationship  X Customer/Reliability     
X Efficiency     X Safety & Environment 
 
 Asset Planning 

Genset replacements result in asset removal and retirement. The removed generation 
sets are brought back from site and sent off to investment recovery.  Occasionally they 
may be used for spare parts (ie. generator) in the case of obsolete units, etc. 
 
 Proposed Accomplishments 

Renewing the gensets instead of rebuilding for a third time keeps the genset mix “more 
modern”.  In addition to the aforementioned fuel efficiency and reduced emissions 
benefits, parts are more readily available, and engine controls more compatible within 
stations receiving upgrades. 



Filed:  September 17, 2012 
EB-2012-0137 
Exhibit D2-2-3 
Attachment 2 
Page 1 of 2 

 
2.  Generation Capital Sustainment 
 
Engine Overhauls 
 
 Driver Description 

Diesel engine overhaul/rebuild based on engine manufacturer's preventative maintenance 
procedures.  These overhauls are scheduled to occur when engine hours reach 20,000 
for 1800 RPM and 40,000 for 1200 RPM engines. 
 
 Highlights 

Engine overhauls are carried out on site in the Remote Communities. There are 
approximately 63 gen-set units available for operation in the 19 generating stations. The 
diesel gen-sets range in size from 85kW to 1,000kW.  The diesel plants have between 2 
and 4 engines per community.  The number of engine run hours determines the time of 
overhaul, in accordance with manufacturer's recommended parts replacement.  The PLC 
program selects the most fuel-efficient engine(s) to run at any given time based on 
expected engine fuel efficiency for the community load.  Annual engine hours are 
projected based on load forecasts, however actual engine run time varies with actual 
community loads. 
 
 Plan over Plan Current 

 
Plan Over Plan Current (Gross) 
 
 2011 2012 2013 2014 2015 2016 
BP2011-2015 0  261,473 269,651 277,770 286,898 292,923 
BP2012-2016 700,444 257,144 264,399 272,194 280,222 289,328 
Difference 700,444 (4,329) (5,252) (5,576) (6,676) (3,595) 
 
2011 projections include a major overhaul of the largest unit in Kasabonika and in 
Armstrong. Delays in the capital upgrade of Kasabonika plant have changed the running 
times of engines and have pushed the major overhaul forward. 
 
 Year over Year Current 

 
Year Over Year Current (Gross) 
   
 
 2010 

Actual 
2011 

Actual 
2012 2013 2014 2015 2016 

BP2012-2016 0 700,444 257,144 264,399 272,194 280,222 289,328 
Difference  700,444 (443,300) 7,255 7,795 8,028 9,106 
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In conjunction with engine replacement program, future amounts are expected to reduce 
to a more historical level following the 2011 spike. 
 
 
 Current Risk Profile 

 
□ Financial     □ Reputation 
□ Regulatory Relationship  X Customer/Reliability     
X Efficiency     X Safety & Environment 
 Asset Planning 

Engine overhauls cover major component replacement on the diesel generating sets to 
extend/renew asset life. 
 
 
 Proposed Accomplishments 
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3.  Distribution Capital Sustainment 
 
Distribution System Improvements 
 
 Driver Description 

 
The drivers for this investment are reliability and regulatory. Distribution system 
improvements include planned improvements and component replacement 
required to maintain the operation of distribution lines and associated facilities.  
Also includes small external demand requests for Joint Use work in association 
with Bell attachments.  Work required to keep the distribution system in a 
standard operating condition is a Utility responsibility prescribed by Section 4.4 of 
the Distribution System Code, and ESA Reg. 22/04. 
 
 
 Highlights 

 
Replace aging and defective poles as determined by asset condition surveys. 
Perform betterments and system upgrades to facilitate system reliability and 
accommodate joint use. 
 
 
 Plan over Plan Current 

 
Plan Over Plan Current (Gross) 
 
 2011 2012 2013 2014 2015 2016 
BP2011-2015 379,007 386,052 396,093  406,104  418,113 418,113 
BP2012-2016 838,051 704,246 794,761 867,393 795,849 808,973 
Difference 459,044 318,194 398,668 461,289 377,736 390,860 
 
 
Analysis from information gathered during recent asset condition assessments 
has determined that a number of poles are required to be replaced over the 
planning period.  This replacement requirement has resulted in a required 
increase in funding to sustain a systematic replacement program to ensure 
reliability. As well, expected system expansion into the communities of 
Pikangikum and Peawanuk (2013 and 2014) have resulted in the need for 
additional funds. 
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 Year over Year Current 

 
Year Over Year Current (Gross) 
 

 2010 
Actual 

2011 
Actual 

2012 2013 2014 2015 2016 

BP2012-2016 532,341 838,051 704,246 794,761 867,393 795,849 808,973 
Difference  305,710 (133,805) 90,515 72,632 (71,544) 13,124 

 
 
This work varies year to year based on the size, nature, and volume of joint use 
activity and asset degradation.  The Lansdowne teardown was advanced from 
2012 to 2011 to allow for Bell to accomplish their work during the summer of 
2011. 
 
 Current Risk Profile 

 
□ Financial     □ Reputation 
X Regulatory Relationship  X Customer/Reliability    
□ Efficiency     □ Safety & Environment 
 
 
 Asset Planning 

 
Replacement of capital units will be determined by asset condition surveys and 
system enhancement evaluation to ensure reliability and joint use requests. 
 
 
 Proposed Accomplishments 

 
Pole replacements in several communities as a result of noted defects during 
MDx data collection.   
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Bridge Test
Line No. Minimum USoA Grouping Account Numbers 2009 2010 2011 2012 2013

1 Land and Buildings 1805, 1806, 1808, 1810, 1905, 1906 4                -             -             -              -              
2 TS Primary Above 50 1815 -             -             -             -              -              
3 Distribution Station Equipment 1820 -             -             -             -              -              
4 Poles, Wires 1830, 1835, 1840, 1845 199            243            340            320             397             
5 Line Transformers 1850 27              93              76              112             137             
6 Services and Meters 1855, 1860 125            100            85              55               101             
7 General Plant 1908, 1910 412            616            1,542         1,212          503             
8 Equipment 1915, 1930, 1935, 1940, 1945, 1950, 1955, 1960 31              141            181            84               84               
9 IT Assets 1920, 1925 7                26              -             16               16               

10 Generation Plant
1615, 1620, 1650, 1665, 1670,1675, 1680, 1685, 
1970, 1975, 1980, 2005 4,138         2,438         3,674         5,504          6,248          

11 Smart Meters -             -             -             -              -              
12 Total In-Service Assets 4,943         3,657         5,898         7,304          7,486          

Historical

Mapping In-Service Additions to Grouped USofA Accounts 

HYDRO ONE REMOTE COMMUNITIES INC

Year Ending December 31

($000s)
Historical (2009, 2010, 2011), Bridge (2012) & Test (2013) Years
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Line 
No. Year

 Opening 
Balance  Additions  Retirements  Sales 

 Transfers 
In/Out 

 Closing 
Balance  Average 

(a) (b) (c) (d) (e) (f) (g)

1 2009 45,008       4,943        (980)             (4)                 48,966    46,987    
45,008                     Check 48,966                 Check

2 2010 48,966       3,657        (3,094)          (7)                 49,521    49,244    
49,521                 Check

3 2011 49,521       5,898        (2,797)          52,622    51,072    
52,622                 Check

52,622                 Check

4 2012 52,622       7,304        (953)             58,973    55,798    
58,973                 Check

5 2013 58,973       7,486        (5,264)          61,195    60,084    
61,195                 Check

HYDRO ONE REMOTE COMMUNITIES INC.
Continuity of Property, Plant and Equipment 

Year Ending December 31

Test

Fixed Assets

Historic

Bridge

Historical (2009, 2010, 2011), Bridge (2012) & Test (2013) Years
Total - Gross Balances

($000s)
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Line No. Year
 Opening 
Balance 

 
Additions 

 
Retireme

nts  Sales 

 
Transfers 

In/Out  Other 
 Closing 
Balance  Average 

(a) (b) (c) (d) (e) (f) (g) (h)
-          Check

22,623               Check 24,297               Check

1 2009 22,623    2,654      (980)        (1)            24,297    23,460    

2 2010 24,297    2,815      (3,094)     (3)            24,014    24,155    
2,815                 Check 24,014               Check

3 2011 24,014    2,909      (2,794)     (1)            24,128    24,071    
2,909                 Check 24,128               Check

4 2012 24,128    2,898      (953)        -          -          26,074    25,101    
(26,074)              Check

5 2013 26,074    2,596      (5,264)     -          -          23,406    24,740    
(23,406)              Check

 

HYDRO ONE REMOTE COMMUNITIES INC.
Continuity Accumulated Depreciation

Year Ending December 31
Historical (2009, 2010, 2011), Bridge (2012) & Test (2013) Years

Bridge

Test

Total - Gross Balances
($000s)

Fixed Assets

Historic
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Line No. Year
 Opening 
Balance 

 Capital 
Expenditures 

 Transfers 
to Plant 

 Other 
Adjustments 

 Closing 
Balance 

(a) (b) (c) (d) (e)

1 2009 3,020      4,297                (4,911)       2,406      
Check 3,020                 4,294                                  Check (nm) 2,406                 

2 2010 2,406      3,377                (3,490)       2,293      
2,406      2,293                 

3 2011 2,293      7,102                (5,716)       3,679      
3,679                 

4 2012 3,679      6,264                (7,204)       2,739      
2,739                 

5 2013 2,739      6,035                (7,386)       1,388      
1,388                 

HYDRO ONE REMOTE COMMUNITIES INC.
Continuity of Construction Work in Progress

Year Ending December 31
Historical (2009, 2010, 2011), Bridge (2012) & Test (2013) Years

Bridge

Test

Total - Gross Balances
($000s)

Fixed Assets

Historic
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Line 
No. Particulars 2013

OM&A Expenses

1 Generation $ 36,632     
2 Distribution 3,580       
3 Billing and Collecting 1,903       
4 Community Relations 866          
5 Administrative & General 1,157       
6 External Costs 61            
7 Total Eligible OM&A $ 44,199     

8 Working Capital Factor 13%

9 Working Capital Allowance $ 5,746       

Test Year (2013)
($000s)

HYDRO ONE REMOTE COMMUNITIES INC.
Statement of Working Capital
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2009 BOARD APPROVED VS. 2009 ACTUALS CAPITAL  1 

VARIANCE EXPLANATIONS  2 

 3 

1.0 CAPITAL EXPENDITURES 4 

 5 

Remotes’ ongoing capital expenditures relate primarily to asset and equipment 6 

replacement.  Remotes also invests in assets when these expenditures are required to meet 7 

new standards or to improve the overall operations and efficiency of the plant when an 8 

upgrade is not planned. 9 

 10 
Capital Expenditures 

($ thousand) 
 

2009 Actuals 
($ thousand) 

 

2009 Board 
Approved 

($ thousand) 
 

Variance 
($ thousand) 

 

Distribution 195 641 (446) 
Facilities 909 639 270 
Generation 3,135 3,758 (623) 
Minor Fixed Assets 34 100 (66) 
Total 4,273 5,138 (865) 
 11 

Minor fixed assets include computer (IT) equipment, office furniture and equipment, 12 

service equipment and transport and work equipment.  13 

 14 

Remotes’ capital expenditures in 2009 were $4,273 thousand compared to $5,138 15 

thousand approved by the Board for 2009.  16 

 17 

Distribution planned maintenance was lower than plan due to a large number of requests 18 

for new  customer connections, which is largely recoverable work. Facilities spending 19 

was higher than plan due to the decision to complete a higher number of station lighting 20 

projects than planned.  21 

 22 



Filed:  September 17, 2012 
EB-2012-0137 
Exhibit D2 
Tab 5 
Schedule 1 
Page 2 of 2 
 
Factors contributing to lower generation spending in 2009 actual vs Board approved were 1 

lower emergency system breakdowns (-$540), the deferral of road site improvement 2 

projects to future years due to reprioritization of work (-$420 thousand), the deferred 3 

replacement of Supervisory Control and Data Acquisition and Programmable Logic 4 

Controller systems as the new systems were not compatible with existing hardware (-5 

$280 thousand), the deferral of the implementation of Protection Upgrades due to 6 

reprioritization of work (-$240 thousand) and the redeployment of engineering staff from 7 

the Armstrong Zero Emissions project (-$350 thousand) and the Big Trout Lake Tank 8 

Farm improvement project (-$280 thousand) to the construction of the Kingfisher Pump 9 

and Treat System ($570 thousand) and the Engine Room Containment project ($150 10 

thousand). Lower generation spending was also offset by higher replacements/rebuilds of 11 

diesel engines and equipment ($460 thousand). 12 

 13 

2.0 RATE BASE 14 

 15 
Rate Base Component  
($ Thousands) 

2009 Actuals 2009 Board 
Approved 

 

Variance 

Gross Plant 48,966 48,319  647 
Accumulated 
Depreciation 

(24,297) (23,608) (689) 

Net Plant 24,669 24,711 (42) 
Cash Working Capital1 5,615 5,615 0 
Total Rate Base 30,284 30,326 (42) 
 16 

Total rate base was $42 thousand below the board approved amount, a variance of 0.14% 17 

 18 

                                                           
1 Remotes does not calculate actual cash working capital, therefore the 2009 approved amount is used for 
illustrative purposes. 
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REVENUE REQUIREMENT 1 

 2 

1.0 SUMMARY OF REVENUE REQUIREMENT 3 

 4 

Remotes follows standard regulatory practice and has calculated revenue requirement 5 

consistent with the principles of the 2006 Electricity Distribution Rate Handbook as 6 

follows: 7 

Table 1 8 
($000s) 9 

 10 
 OM&A                                                 44,199 Exhibit C1, Tab 2, Schedule1 
 Depreciation and Amortization              6,030 Exhibit C1, Tab 4, Schedule 1 
 Income Taxes                                         (187) Exhibit C2, Tab 5, Schedule 1, Att A 
 Cost of Capital (100% debt) 2,242 Exhibit B1, Tab 1, Schedule 1 
o       Total Revenue Requirement $52,284 Exhibit E1, Tab 1, Schedule 1 

 Annual RRRP (34,510) Exhibit G1, Tab 1, Schedule 3 

 Other Revenues (514) Exhibit E3, Tab 1, Schedule 1 

 Rate Revenue Requirement $17,260 Exhibit E2, Tab 1, Schedule 1 

           11 

The resultant Total Revenue Requirement of $52,284 thousand is the amount required by 12 

Remotes to ensure the most appropriate, cost-effective solution to respond to corporate 13 

objectives mainly related to public and employee safety and regulatory requirements.  14 

The rate revenue requirement of $17,260 thousand represents the amount to be funded 15 

through rates by Remotes customers.   16 

 17 

2.0 CALCULATION OF REVENUE REQUIREMENT 18 

 19 

The details of the Revenue Requirement components are as follows: 20 

 21 
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2.1 OM&A Expense 1 

($000s) 2 
Generation $36,632 
Distribution 3,580 
Customer Care  1,903 
Community Relations 866 
Shared Services and Other Costs 1,157 
External Costs 61 
Total OM&A $44,199 
 3 

2.2 Depreciation and Amortization Expense 4 

Depreciation $3,317 
Amortization $2,713 
Total Expense $6,030 
 5 

2.3 Payments in Lieu of Corporate Income Taxes 6 

 7 
Income Before Payments in Lieu of  Corporate Income Taxes $(187) 
Tax Rate 26.5% 
Total Payments in Lieu of Corporate Income Taxes $(187)1 
 8 
2.5 Cost of Capital 9 
 10 
Cost of Capital (100% debt) $2,242 
 11 

 12 

3.0 REVENUE REQUIREMENT – COMPARISON OF YEAR 2009 TO YEAR 13 

2013 14 

 15 

Table 2 below compares, by element, the Year 2009 approved Revenue Requirement (as 16 

per EB-2008-0232) against the Year 2013 proposed Revenue Requirement. 17 

                                                           
1 Calculated on the basis of regulatory taxes payable, as per 2006 Electricity Distribution Rate Handbook; 
see Exhibit C2, Tab 6, Schedule 1 for detailed calculation. 
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Table 2 1 
Comparison of Revenue Requirements:  2009 vs. 2013 ($000s) 2 

Line 
No 

Description Year 2009 
OEB Approved 

Year 2013 Difference 

1 OM&A 36,016 44,199 8,183 
2 Depreciation 4,469 6,030 1,561 
3 Capital Tax 72 0 (72) 
3 Income Taxes 0 (187) (187) 
4 Cost of Capital 1,647 2,242 595 
5 Total Revenue Requirement 42,204 $52,284 10,080 
6 Annual RRRP (27,549) (34,510) (6,961) 
7 Other Revenues (609) (514) 99 
8 Rate Revenue Requirement $14,046 $17,260 $3,214 

 3 

There are a number of key operational and financial factors contributing to the increased 4 

revenue requirement.  The increase in Total Revenue Requirement is largely attributable 5 

to the increase in OM&A associated with generation work program requirements ($1,337 6 

thousand), fuel ($2,418 thousand), electricity purchases for grid-connected communities 7 

($1,368 thousand), purchases of electricity from the Shoulderblade Falls Hydroelectric 8 

Station ($612 thousand) and increased distribution maintenance costs primarily 9 

associated with clearing the transmission line right-of-way to Cat Lake ($1,200 thousand) 10 

and with providing distribution services to Pikangikum ($380 thousand). There is also an 11 

increase in rate base as reflected in cost of capital and depreciation.  These are partially 12 

offset by lower capital and income taxes.   13 

 14 

The higher Rate Revenue Requirement for 2013 as compared to 2009 reflects the 15 

proposed 3.45% increase, Incentive Regulatory Mechanism (IRM) increases of 16 

approximately 1% in each of the past three years, and increased load growth primarily 17 

related to the inclusion of the communities of Cat Lake and Pikangikum.    18 
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Line 
No. Particulars 2013

Cost of Service
1    Operating, maintenance & administrative $ 44,199         
2    Depreciation & amortization 6,030           
3    Income taxes (187)             

  
4 Cost of service excluding cost of capital (Note 1) $ 50,042         

5 Cost of capital 2,242           

6 Service  revenue requirement $ 52,284         

7 Less Annual RRRP (34,510)        

8 Less Other Revenues (514)             

9 Total Rate Revenue Requirement 17,260$       

Note 1: Per Exhibit C2, Tab1, Schedule 1

($000s)

HYDRO ONE REMOTE COMMUNITIES INC.
Calculation of Revenue Requirement

Year Ending December 31, 2013
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OTHER REVENUES 1 

 2 

1.0 OVERVIEW 3 

 4 

Remotes’ Other Revenues include late payment and specific service charges which are 5 

regulated by the Board, and revenues from external work.  External work is not regulated 6 

by the Board. The costing of external work is determined on the basis of cost causality 7 

with estimates calculated in the same way as internal work using the standard labor rates 8 

(resource rate), equipment rates, material surcharge, and overhead rates (see Exhibit C1, 9 

Tab 6, Schedule 1 for a description of Costing of Work).   10 

 11 

2.0 LATE PAYMENT AND SPECIFIC SERVICE CHARGES  12 

 13 

Remotes applies a late payment charge to customer outstanding balances, except GST, 23 14 

days after the billing date. The charge applies to account balances remaining 21 days 15 

after the issuance of the bill.  The charge is 1.5% per month and is compounded monthly, 16 

resulting in a charge of 19.56% per annum.  This is a standard business practice for 17 

overdue accounts.  Remotes does not propose to change its current Late Payment Charge, 18 

as this charge complies with all legislative and regulatory requirements.   19 

 20 

Remotes also charges for other specific services that it performs as part of its utility 21 

business.  Remotes does not propose to change the rates for these charges, as they are 22 

consistent with charges levied by other Ontario electricity distributors.  Table 1, below 23 

shows Remotes’ charges for specific services and late payment fees.   24 

25 
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Table 1 1 

Late Payment and Specific Service Charges  2 

($000s) 3 

Service Description Charge 

Late Payment Charge 1.5%  per month 

Dispute Meter Test $30.00 

Collection/Disconnection/Load Limiter/Reconnection  
(if in community) 

$65.00 

Account Set-Up Charge  $30.00 

Arrears Certificate $15.00 

NSF Cheque Charge $15.00 + bank charges 

 4 

Table 2 5 

Revenues from Late Payment and Service Charges 6 

($000s) 7 

 Historic Years Bridge Test 

 2009 2010 2011 2012 2013 

Energy Late Payment  244 311 231 289 314 

Non-Energy Late Payment 7 46 67 25 25 

Miscellaneous Distribution Revenue  26 39 33 25 25 

Total 277 396 331 339 364 

 8 

Late payment charges vary based on actual bills outstanding. The Bridge and Test Year 9 

forecasts are based on historical information and number of customers.   10 

 11 

3.0 EXTERNAL WORK 12 

 13 

Remotes performs a small amount of unregulated external work.  There are three main 14 

areas of work:  assistance to the Electricity Safety Authority to facilitate inspections of 15 

Remotes’ distribution systems and of customer installations; maintenance activities 16 

(streetlights and First Nation-owned generating equipment in Remotes’ service territory); 17 
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and assessments of the Independent Power Authority generating stations (First Nation 1 

owned and-operated generating stations in remote communities Remotes does not serve).  2 

These assessments are undertaken in cooperation with AANDC and the Nishnawbe Aski 3 

Development Fund.  These assessments identify operational risks and efficiency 4 

measures that could be undertaken by AANDC or the local First Nation.  Revenues 5 

associated with work done for Hydro One Networks under Service Level Agreements (as 6 

discussed in Exhibit A, Tab 9, Schedule 3 Appendix F are also included in external work.  7 

Revenues from external work are shown in Table 3, below.   8 

 9 

Table 3 10 

Revenues from External, Unregulated Work 11 

($000s) 12 

Historic Years Bridge Test 

2009 2010 2011 2012 2013 

356 619 421 150 150 
 13 

Higher external revenues in 2010 reflect a study of the Weenusk generating station 14 

undertaken for Weenusk First Nation and AANDC during 2010 and 2011, and increased 15 

work performed for Hydro One Networks Inc. associated with training assistance, a pole 16 

replacement project and the response to the E1C fire in 2011. 17 

 18 

Table 4 19 

Total Other Revenues 20 

($000s) 21 

 Historic Years Bridge Test 

 2009 2010 2011 2012 2013 

Late Payment and 
Service Charges 

277 396 331 339 364 

External 
Unregulated Work 

356 619 421 150 150 

Total 633 1,015 752 489 514 

 22 
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REGULATORY ACCOUNTS  1 

 2 

1.0 DESCRIPTION OF REGULATORY ACCOUNTS 3 

 4 

Remotes has three Regulatory Accounts: the Rural and Remote Rate Protection Variance 5 

Account RRRPP (RRRPVA); an IFRS Transition Costs Variance Account; and an Impact 6 

for USGAAP Account.   7 

($000s) 8 

 
 

Historic Bridge 

Year 2009 2010 2011  2012 
Projected 

Rural and Remote Rate 
Protection (USofA 2405) 

(3,627) (3,932) (3,098) 747 

IFRS Transition Costs 
(USofA 1508) 

0 0 0 72 

Impact of USGAAP Account 
(USofA  1508) 

0 0 0 0 

Total (3,627) (3,932) (3,098) 819 

 9 

 10 

1.1 Remote Rate Protection Variance Account 11 

 12 

Remotes conducts its operations under a cost recovery model applied to achieve 13 

breakeven results of operations after the inclusion of PILs. Any excess or deficiency in 14 

remote rate protection revenues necessary to ensure breakeven results in operations is 15 

added to, or drawn from, the RRRPVA.  The account was originally established in 2003 16 

pursuant to O.Reg. 442/01.  In its RP-2005-0020/EB-2005-0511 Decision, and in its 17 

Decision in EB-2008-0232, the Board approved continuation of this account.  Detailed 18 

information about the balances in this account can be found as Appendices A, B, C and D 19 

attached to this exhibit. 20 

 21 
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No interest is applied to the RRRPVA given that the intent of the account is to serve as a 1 

tool to achieve a break-even operating result.  Adding interest would result in a circular 2 

impact on the RRRPVA as the interest cost would itself impact that year’s operating 3 

result, causing a revision to the amount added to or withdrawn from the RRRPVA.   4 

 5 

1.2 International Financial Reporting Standards Transition Account 6 

 7 

This account was established based on the Board’s decision on Remotes’ Request for 8 

approval for the use of the USGAAP accounting standard (EB-2011-0427) to record the 9 

variance between the forecast IFRS transition implementation costs and the actual costs 10 

incurred. The Board ordered that the IRFS transition amounts recorded in the RRRPVA 11 

should be removed and instead recorded in the IFRS transition account. This account is 12 

now reported to the Board on a quarterly basis consistent with the Board's Reporting and 13 

Record Keeping Requirements. 14 

 15 

Simple interest is applied to the monthly opening principal balance in this account, 16 

according to the Board prescribed interest rate. 17 

 18 

2.0 REQUEST FOR DISPOSITION OF ACCOUNTS 19 

 20 

It is requested that Remotes’ new rates will be effective and implemented on May 1, 21 

2013, and that disposition of the accounts requested will commence on that date.   22 
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                                         HYDRO ONE REMOTE COMMUNITIES INC.
                                                      Variance Account Reconciliation
                                                       For the year ended Dec. 31, 2009

Revenues and Expenses Approved Variance
Audited Actuals

RRRP Variance Opening Balance Jan. 1/2009 3,381
RRRP Approved by OEB
Annual Rural and Remote Rate Protection (27,549) (27,549)
RRRP Variance Account Recovery (3,381) (3,381)
Total RRRP Received (30,930) (30,930) (30,930)

Revenues 
Energy (13,652) (14,303) (651)
Other - Late Payment, Service Fees, External (633) (609) 24
Total Note 1 (14,285) (14,285) (14,912) (627)

Costs
OM&A
Generation 7,795 9,248 (1,453)
Fuel 18,359 21,649 (3,290)
Distribution 1,378 1,648 (270)
Customer Care 1,143 1,230 (87)
Community Relations 394 599 (205)
Administration and Other OM&A 1,266 981 285
External Costs 156 90 66
Bad Debt Note 2 (365) 575 (940)
Depreciation (includes removals) 3,034 2,969 65
Amortization of Environmental Asset 983 1,500 (517)
Other Post Employment Benefits 0 0 0
Interest 1,120 1,720 (600)
Income Tax (Includes capital taxes) 2,944 152 2,792
Total 38,207 38,207 42,361 (4,154)

 
Net (Income)/Loss [change in RRRP] (7,008)

Ending Balance RRRP VA December 31/2009 (3,627)

Note 1 - Hydro One Remote Communities conducts its operations under a cost recovery model applied to achieve
an after-tax breakeven operation result. Any excess or deficiency in remote rate protection revenues necessary to 
breakeven is added to, or drawn from, the Remote Rate Protection Variance Account. Remote Rate Protection
amounts received for the year ended December 31, 2009 were $30,930 thousand.  Of that $23,922 thousand was  
recognized as a revenue consistent with the break-even business model.  The balance of the remote rate protection 
amounts received has been allocated to the remote rate protection revenue variance account as illustrated in this 
reconciliation.

Note 2 - Bad debt recovery of $365 thousand reflects the impact of lower energy receivables due to successful long
term payment arrangements and vigorous residential collections



Filed: September 17, 2012
EB-2012-0137
Exhibit F1-1-1

Appendix B
Page 1 of 1 

                                    HYDRO ONE REMOTE COMMUNITIES INC.
                                                Variance Account Reconciliation
                                                 For the year ended Dec. 31, 2010

Revenues and Expenses Approved Variance
Audited Actuals

RRRP Variance Opening Balance Jan. 1/2010 (3,627)
RRRP Approved by OEB
Annual Rural and Remote Rate Protection (27,549) (27,549)
RRRP Variance Account Recovery 0 0
Total RRRP Received (27,549) (27,549) (27,549)

Revenues 
Energy (13,776) (14,303) (527)
Other - Late Payment, Service Fees, External (1,015) (609) 406
Total Note 1 (14,790) (14,790) (14,912) (121)

Costs (42,339)
OM&A
Generation 10,321 9,248 1,073
Fuel 20,757 21,649 (892)
Distribution 1,824 1,648 176
Customer Care 1,480 1,230 250
Community Relations 309 599 (290)
Administration and Other OM&A 1,087 981 106
External Costs 172 90 82
Bad Debt Note 2 (624) 575 (1,199)
Depreciation 2,975 2,969 6
Amortization of Environmental Asset 1,268 1,500 (232)
Other Post Employment Benefits 0 0 0
Interest  1,113 1,720 (607)
Income Tax (Includes capital taxes) 1,353 152 1,201
Total 42,034 42,034 42,361 (327)

Net (Income)/Loss [change in RRRP] (305)

Ending Balance RRRP VA December 31/2010 (3,932)

Note 1 - Hydro One Remote Communities conducts its operations under a cost recovery model 
applied to achieve an after-tax breakeven operation result. Any excess or deficiency in remote 
rate protection revenues necessary to breakeven is added to, or drawn from, the Remote Rate 
Protection Variance Account. Remote Rate Protection amounts received for the year ended 
December 31, 2010 were $27,549 thousand.  Of that $27,243 thousand was recognized as a revenue 
consistent with the break-even business model.  The balance of the remote rate protection 
amounts received has been allocated to the remote rate protection revenue variance account
as illustrated in this reconciliation.

Note 2 - Bad debt recovery of $624 thousand reflects the impact of lower energy receivables
due to successful long term payment arrangements and vigorous residential collections
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                                        HYDRO ONE REMOTE COMMUNITIES INC.
                                                  Variance Account Reconciliation
                                                   For the year ended Dec. 31, 2011

Revenues and Expenses Approved Variance
Audited Actuals

RRRP Variance Opening Balance Jan. 1/2011 (3,932)
RRRP Approved by OEB
Annual Rural and Remote Rate Protection (27,549) (27,549)
RRRP Variance Account Recovery 0 0
Total RRRP Received (27,549) (27,549) (27,549)

Revenues 
Energy (14,337) (14,303) 34
Other - Late Payment, Service Fees, External (752) (609) 143
Total Note 1 (15,089) (15,089) (14,912) 177

Costs (42,638)
OM&A
Generation 10,996 9,248 1,748
Fuel 22,162 21,649 513
Distribution 1,344 1,648 (304)
Customer Care 1,930 1,230 700
Community Relations 444 599 (155)
Administration and Other OM&A 994 981 13
External Costs 129 90 39
Bad Debt Note 2 (196) 575 (771)
Depreciation 3,676 2,969 707
Amortization of Environmental Asset 1,017 1,500 (483)
Other Post Employment Benefits 0 0 0
Interest 1,134 1,720 (586)
Income Tax (Includes capital taxes) (158) 152 (310)
Total 43,472 43,472 42,361 1,111

Net (Income)/Loss [change in RRRP] 835  

Ending Balance RRRP VA December 31/2011 (3,098)

Note 1 - Hydro One Remote Communities conducts its operations under a cost recovery model 
applied to achieve an after-tax breakeven operation result. Any excess or deficiency in remote 
rate protection revenues necessary to breakeven is added to, or drawn from, the Remote Rate 
Protection Variance Account. Remote Rate Protection amounts received for the year ended 
December 31, 2011 were $27,549 thousand.  An additonal $835 thousand was recognized as a revenue 
consistent with the break-even business model.  The balance of the remote rate protection 
amounts received has been allocated to the remote rate protection revenue variance account
as illustrated in this reconciliation.

Note 2 - Bad debt recovery of $196 thousand reflects the impact of lower energy receivables
due to successful long term payment arrangements and vigorous residential collections
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                                         HYDRO ONE REMOTE COMMUNITIES INC.
                                                 Variance Account Reconciliation
                                                 For the year ended Dec. 31, 2012

Revenues and Expenses Approved Variance
Audited Actuals

RRRP Variance Opening Balance Jan. 1/2012 (3,098)
RRRP Approved by OEB
Annual Rural and Remote Rate Protection (27,549) (27,549)
RRRP Variance Account Recovery 0 (3,381)
Total RRRP Received (27,549) (27,549) (30,930)

Revenues 
Energy (14,768) (14,303) 465
Other - Late Payment, Service Fees, External (489) (609) (120)
Total Note 1 (15,257) (15,257) (14,912) 345

Costs (42,806)
OM&A
Generation 11,591 9,248 (2,343)
Fuel 22,864 21,649 (1,215)
Distribution 1,902 1,648 (254)
Customer Care 1,689 1,230 (459)
Community Relations 846 599 (247)
Administration and Other OM&A 1,042 981 (61)
External Costs 61 90 29
Bad Debt Note 2 38 575 537
Depreciation 3,491 2,969 (522)
Amortization of Environmental Asset 3,474 1,500 (1,974)
Other Post Employment Benefits 0 0 0
Interest 1,095 1,720 625
Income Tax (Includes capital taxes) (1,372) 152 1,524
Total 46,721 46,721 42,361 (4,360)

Net (Income)/Loss [change in RRRP] 3,915
IFRS Transition Account (Removed from RRRP Variance Account) (70)

Ending Balance RRRP VA December 31/2012 747

Note 1 - Hydro One Remote Communities conducts its operations under a cost recovery model 
applied to achieve an after-tax breakeven operation result. Any excess or deficiency in remote 
rate protection revenues necessary to breakeven is added to, or drawn from, the Remote Rate 
Protection Variance Account. Remote Rate Protection amounts received for the year ended 
December 31, 2012 were $27,549 thousand. The requirement projected is $3,915 higher
consistent with the break-even business model.  The balance of the remote rate protection 
amounts received has been allocated to the remote rate protection revenue variance account
as illustrated in this reconciliation.
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PROPOSED CUSTOMER RATES  1 

 2 

1.0 INTRODUCTION 3 

 4 

Most of Remotes’ customers are eligible for Remote Rate Protection under Section 79 of 5 

the Ontario Energy Board Act, 1998.  Under this Act, O. Reg. 442/01 requires the Board 6 

to calculate the amount of Rate Protection for these customers.  In view of this legislative 7 

requirement that sets out rules for setting rates, Remotes did not undertake a cost 8 

allocation study as required by Board in the minimum filing requirements (EB-2006-9 

0170) prior to filing this application.  A cost allocation study would not have provided 10 

any benefit, as customers cannot be charged the cost of supplying power to them without 11 

changes to the legislation.   12 

 13 

Consistent with Remotes’ proposal in EB-2008-0232, which was accepted by the Board, 14 

Remotes is proposing to increase rates to customers in its service territory by the average 15 

increase for grid-connected customers.  In order to determine proposed increases for 16 

Remote Community customers for 2013, Remotes followed the approach approved in the 17 

Board’s Decision with Reasons for EB-2008-0232.  That Decision prescribed the 18 

methodology for calculating average rate increases for other Local Distribution 19 

Companies (“LDC”) to apply in a cost-of-service proceeding. Because Remotes’ rates 20 

include both generation and distribution services, Remotes has applied the OEB-21 

prescribed methodology to the total bill in order to capture changes to both generation 22 

and distribution costs.  23 

 24 

Based on this methodology, Remotes calculated the average increase assuming the 25 

following: considered both Residential and General Service <50 kW customers; weighted 26 

each LDC as “1”; excluded rate riders and adders; assumed monthly consumption of 800 27 

kWh for Residential and 2000 kWh for General Service <50 kW customers.  Remotes 28 
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calculated the average rate increase based on the rate changes  approved by the Board in 1 

2011, as the information for 2012 increases is not yet available.   The average total bill 2 

increase from 2010 to 2011 was 3.45%.   3 

 4 

The current and proposed rates for each customer class are shown in Table 1. 5 

 6 

Table 1 7 

Current and Proposed Remote Community Rates 8 

Year-Round Residential (R2) 
 Existing Rates Proposed 2013 Increase 

Service Charge $17.50 $18.10 3.45% 

Block 1  
First 1,000 kWh 

$0.0824 $0.0852 3.45% 

Block 2 
Next 1,500 kWh 

$0.1098 $0.1136 3.45% 

Block 3 
All additional  
(Over 2,500 kWh) 

$0.1655 $0.1712 3.45% 

 

 

Residential Seasonal (R4) 

 Existing Rates Proposed 2009 Increase 

Service Charge $29.56 $30.58 3.45% 

Block 1 
First 1,000 kWh 

$0.0824 $0.0852 3.45% 

Block 2 
Next 1,500 kWh 

$0.1098 $0.1136 3.45% 

Block 3 
All additional (over 
2,500 kWh) 

$0.1655 $0.1712 3.45% 

9 
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 1 

General Service Single Phase (G1) 

 Existing Rates Proposed 2009 Increase 

Service Charge $29.72 $30.75 3.45% 

Block 1 
First 6,000 kWh 

$0.0922 $0.0954 3.45% 

Block 2 
First 7,000 kWh 

$0.1224 $0.1266 3.45% 

Block 3 
All additional (over 
13,000 kWh) 

$0.1655 $0.1712 3.45% 

 

 

General Service Three Phase (G3) 

 Existing Rates Proposed 2009 Increase 

Service Charge $37.22 $38.50 3.45% 

Block 1 
First 25,000 kWh 

$0.0922 $0.0954 3.45% 

Block 2  
Next 15,000 kWh 

$0.1224 $0.1266 3.45% 

Block 3 
All Additional (Over 
40,000 kWh) 

$0.1655 $0.1712 3.45% 

 

 

Street Lighting 

 Existing Rates Proposed 2009 Increase 

kWh $0.0914 $0.0946 3.45% 
 

Standard A Residential Road Rail 

 Existing Rates Proposed 2009 Increase 

Service Charge $0.00 $0.00 0% 

Block 1 First 250 kWh $0.5418 $0.5605 3.45% 

Block 2 $0.6190 $0.6404 3.45% 
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Standard A Residential Air Access 

 Existing Rates Proposed Rates Increase 

Service Charge $0.00 $0.00 0% 

Block 1  
First 250 kWh 

$0.8178 $0.8460 3.45% 

Block 2 $0.8951 $0.9260 3.45% 

 

Standard A General Service Road Rail 

 Existing Rates Proposed Rates Increase 

Service Charge 0.00 0.00 0% 

kWh $0.6190 $0.6404 3.45% 

 

Standard A General Service Air Access 

 Existing Rates Proposed Rates Increase 

Service Charge 0.00 0.00 0% 

kWh $0.8951 $0.9260 3.45% 
 1 



Filed:  September 17, 2012 
EB-2012-0137 
Exhibit G1 
Tab 1 
Schedule 2 
Page 1 of 4 

 

PROPOSED GRID-CONNECTED CUSTOMER RATES 1 

 2 

1.0 INTRODUCTION 3 
 4 

 5 

In 2010, the Ontario Government amended the Electricity Act, 1998 (the “Electricity Act”) to 6 

require Remotes to serve grid-connected communities in accordance with government 7 

regulation.  The decision to permit Remotes to serve these customers was made to give remote 8 

communities connecting to the grid an option of being served by an established electricity 9 

distribution company and in anticipation that these customers will qualify for rate protection if 10 

served by Remotes.   11 

 12 

Remotes believes that service to geographically remote communities will be more expensive 13 

than service to communities that are more accessible.  Moreover, the provision of electricity in 14 

First Nation communities across the remote north has historically been supported by the federal 15 

government.  Remotes and most of the Independent First Nation Power Authorities have 16 

historically set rates for government customers above cost to help cover the operating costs and 17 

to keep rates for residential customers affordable.  As a result, rates for residential and small 18 

commercial customers are quite low when compared to rates for grid-connected customers.      19 

 20 

To ensure that residential customers whose communities connect to the grid do not experience 21 

significant rate increases, Remotes plans to include non-Standard A grid-connected residential 22 

and general service customers in its existing non-Standard A Residential and General Service 23 

rate classes. Offering grid-connected non-Standard A customers the same rates as other 24 

residential and general service customers in Remotes’ service territory will reduce potential rate 25 

impacts if communities that Remotes currently serves connect to the grid.  26 

 27 

Under the RRRP regulation, Standard A (government funded) customers do not benefit from 28 

Rate Protection. Remotes anticipates that grid-connected Standard A customers will not be 29 
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eligible for rate protection.  Moreover, Remotes’ Standard A rates, like those in most 1 

communities in the far north, are set slightly above the average cost of service.   2 

 3 

To develop the grid-connected Standard A rate, Remotes first estimated the current “implicit” 4 

generation cost embedded in its Standard A rates. The implicit generation costs consist of the 5 

generation related costs as well as a proportionate share of Shared Services and Other Costs 6 

(Exhibit C1, Tab 2, Schedule 6).  The implicit generation costs in Remotes’ 2012 Standard A 7 

rate are shown below:  8 

 9 

Table 1 10 

2012 Generation Costs Excluding Fuel 11 

2012 Generation Costs ($000’s) 

Operations & Maintenance (excluding fuel)  9,577 

Environmental OM&A1 339 

Generation Depreciation 2,371 

Land Assessment and Remediation (Amortization) 3,473 

Administrative  517 

Total Generation Costs Excluding Fuel 16,277 

 12 

To determine the per kWh generation cost, Remotes divided the total generation costs excluding 13 

fuel by the projected kWh sold.   14 

15 

                                                 
1 Environmental costs are comprised only of generation-related costs and include 50% of the legislative monitoring 
costs and environmental costs related to fuel spills.  
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Table 2 1 

Per kWh Off-Grid Generation Costs 2 

Total Generation Costs Excluding Fuel ($000) 16,277 

kWh sold (000’s projected) 55,806 

Cost per kWh off-grid generation ($/kWh) 0.2917 

 3 

Fuel costs vary from year to year depending on external factors such as market prices and the 4 

availability of winter roads. To determine an appropriate proxy for fuel costs, Remotes took the 5 

three-year average cost per kWh for air access communities.   6 

 7 

Table 3 8 

Air Access kWh Fuel Costs 9 

 2009 2010 2011 

MWh Sold 47,293 46,094 48,129 

Annual Air Access Fuel Costs 

($000’s) 

$17,057 $19,405 $20,374 

Three Year Average MWh Sold 47,172 

Three Year Average Fuel Costs 

($000’s) 

$18,945 

Three Year Average $/kWh 0.4016 

 10 

In order to estimate the cost of power if delivered through the transmission grid, Remotes 11 

considered the charges that would typically be paid by a grid-connected customer.  The 12 

commodity charge is estimated to be the 2011 weighted average cost of power per the IESO 13 

December, 2011 Monthly Market Report.  The estimated Wholesale Market Service Charge and 14 

RRRP charges are those currently in effect.  The cost of Transmission service is estimated based 15 

on Retail Transmission Service Rates (RTSR) for General Service Energy customers requested 16 

for approval in Hydro One Networks Inc.’s 2013 rate application (EB-2012-0031).  Line losses 17 
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are estimated at Remotes’ current line losses.  1 

 2 

Table 4 3 

Estimated Cost of Grid-delivered Power 4 

Commodity 0.07200 

Wholesale Market Service Charge 0.00520 

RRRP 0.00110 

RTSR - Network 0.00518 

RTSR - Line 0.00358 

Cost of Grid-delivered Power 0.0871 

Line Losses @ 1.5% 0.0013 

Total Cost of Grid-delivered Power  0.0884 

 5 

In order to calculate the proposed Standard A Grid Connected Rate, Remotes took the 2012 6 

Standard A General Service Air Access Rate and subtracted the generation and fuel costs and 7 

added the cost of Grid-delivered power. 8 

 9 

Table 5 10 

Proposed Grid Connected Standard A Rates 11 

Standard A General Service Air Access Rates (Exhibit G1-1-1) 0.8951 

Remotes’ Generation Costs Excluding Fuel (Table 2) (0.2917) 

Air Access Fuel 3 Year Average (Table 3) (0.4016) 

Cost of Grid Power (Table 4)  0.0884 

Grid-connected Standard A Rate 0.2902 

 12 
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RURAL AND REMOTE RATE PROTECTION REQUIREMENT 1 

 2 

1.0 INTRODUCTION 3 

 4 

Remotes has two broad categories of customers, Standard A or government customers whose 5 

rates have historically been set above cost, and those Residential and General Service customers 6 

who benefit from Rural and Remote Rate Protection.  These two categories are set out in O. Reg. 7 

442/01, the regulation under the Ontario Energy Board Act, 1998, that establishes the rules for 8 

Rural and Remote Rate Protection (RRRP).  Most of Remotes’ customers pay rates that are 9 

subsidized by RRRP and are set well below the per kWh cost to serve from diesel fuel.  10 

 11 

The revenues to fund the RRRP program are derived from charges to all electricity users in the 12 

grid-connected part of the Province.  Distributors and the IESO bill all electricity users for the 13 

$0.0011/kWh charge on all electricity consumed, generating approximately $156 million per 14 

year of RRRP revenues.  Under current Board-approved processes, Hydro One Networks Inc. 15 

receives the total amount of RRRP from the IESO and maintains a variance account to track over 16 

or under collection of RRRP to meet the program’s requirements.  Hydro One Networks Inc. 17 

distributes Remotes’ OEB-approved share of RRRP revenues in equal installments throughout 18 

the year. 19 

 20 

Remotes operates under a cost-recovery model applied to achieve an after-tax break-even 21 

operating result.  Any excess or deficiency in RRRP revenues necessary to break-even is added 22 

to, or drawn from, the RRRP Variance Account.  Further information about this account can be 23 

found in Exhibit F, Tab 1, Schedule 1.   24 

 25 

RRRP transfers account for over half of Remotes' revenues each year. RRRP for customers in 26 

Remotes' service area is currently set at $27,549 thousand per year.  27 
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Sections 4(2) and 4(3) of Regulation 442/01 set out the rules for determining the level of rural 1 

and remote rate protection for Remotes' customers as follows:  2 

 3 

“The Board shall calculate the amount by which Hydro One Remote Communities Inc.'s 4 

forecasted revenue requirement for the year as approved by the Board exceeds Hydro 5 

One Remote Communities Inc.'s forecasted consumer revenues for the year, as approved 6 

by the Board.” 7 

 8 

2.0 LOAD AND REVENUE FORECAST FOR OFF-GRID COMMUNITIES 9 

 10 

Remotes tracks detailed monthly data on customer numbers and kWh usage by community and 11 

by class. This historical data provides the baseline for forecasting revenue usage / kWh sold. 12 

Adjustments are made to this baseline data for future years based on average historical growth in 13 

usage and historical annual customer changes.   14 

 15 

Historical trends include the impact of Remotes’ Conservation and Demand Management 16 

(CDM) program, but forecast program results are not specifically included in the forecast.  CDM 17 

program results have varied considerably since the program’s inception based on the availability 18 

of energy advisors in the communities.  One of Remotes’ lessons learned in conservation is that 19 

if conservation measures are to be effective and persistent, the development of local expertise is 20 

critical.  Remotes is constantly improving its approach by improving support to energy advisors 21 

and by involving Band Councils more directly in the program, but the program itself is still very 22 

new and small. 23 

 24 

Three additional sources of information are also used in compiling this forecast: Band Councils, 25 

AANDC and employees. Each year, Remotes solicits information from Band Councils on 26 

planned construction projects.  Remotes also holds an annual planning meeting with AANDC for 27 

information on program activities that could affect load.  Finally, field employees share 28 
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information about pending connections, in particular when these connections are material, such 1 

as the construction of a housing subdivision, school or water treatment plant.  Employees are 2 

also canvassed for information on communities where generation capacity has reached its limits, 3 

forcing a constraint on future near-term load growth.    4 

 5 

This analysis of forecast load is not checked against external forecasts as these forecasts are not 6 

appropriate to use to forecast load in Remotes’ service territory. Most of the communities 7 

Remotes` serves are northern First Nation reserves, which are not specifically addressed in 8 

external reports such as the CMHC Outlook.  Furthermore, key market indicators for most 9 

external reports such as housing growth do not necessarily apply within remote First Nation 10 

reserves.  Similarly, an upturn in the overall Canadian or Ontario economy has not historically 11 

resulted in a similar increase in economic activity within these communities. In the case of the 12 

link between population growth and increases in housing units, for example, increases in 13 

population within the communities do not tie directly to an increase in the number of houses.    A 14 

February 2011 audit report that evaluated AANDC`s on reserve housing support found, for 15 

example, that ``while housing stock has increased steadily since 1996 through construction of 16 

new units and repairs to damaged units, the results have not kept pace with housing needs. ``1 17 

Moreover, that same report found that even the rate of new housing construction on  Canadian 18 

reserves does not directly correlate to an increased number of housing units because “the housing 19 

build on reserve is not lasting as long as it should and needs replacing sooner than can be 20 

afforded.”  21 

 22 

Remotes does not weather correct its load forecast for three reasons:  its communities are very 23 

small and are scattered within a wide territory; reliable historical weather station data is not 24 

available for any communities within Remotes’ service territory (the closest reliable data is for 25 

Thunder Bay); and because Remotes is operated as a break-even business, it does not stand to 26 

                                                 
1 Evaluation of INAC`s On-Reserve Housing Support, February 2011, Chapter 5.  Available on AANDC`s website:  
http://www.aadnc-aandc.gc.ca/aiarch/arp/aev/pubs/ev/orhs/orhs-eng.asp#exe 
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profit as a result of forecasting errors.  Historical usage data does help to smooth out weather 1 

related load changes.  Revenues are calculated based on the rate class usage characteristics and 2 

the applicable rate schedules.  3 

 4 

Tables 1 and 2 below show the 2013 load forecast by category and customer class.    5 

 6 

Table 1 7 

2013 Non Standard A Load Forecast by Customer Class 8 

 9 

  
Non Standard A                                    

  

  
 

Residential Seasonal GS 1 Phase GS 3 Phase  Streetlight Total 
Effective # of Customers  2,595 164 279 27 6 3,071 
Average kWh's/Customer  13,537 2,153 20,212 133,901 37,337 207,138 
      Total MWh's  35,126  353 5,648 3,615 224 44,966 

 10 

Table 2 11 

2013 Standard A Load Forecast by Customer Class  12 

 13 

  
Standard A 

  

  
Residential 
Road Rail 

 Residential   
Air Access 

 GS Road 
Rail 

GS Air 
Access Total 

Effective # of Customers  12 114 27 305 458 
Average kWh's/Customer  5,365 11,275 24,022 30,990   
      Total MWh's  65 1,289 649 9,461 11,464 

 14 

15 
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Table 3 shows the Revenue forecast by Standard A and Non Standard A customer categories.   1 

 2 

Table 3 3 

2013 Revenue Forecast at Current Rates( $000s) 4 

 5 

Community Non Standard A Standard A Total 

  MWh Revenue MWh Revenue MWh Revenue 

Armstrong 3,629 $412  387 $238  4,016 $650  
Marten Falls  845 $72  322 $287  1,167 $359  
Bearskin Lake  2,012 $217  717 $640  2,729 $857  
Big Trout Lake 5,105 $547  871 $777  5,976 $1,324  
Biscotasing 469 $68  - $0  469 $68  
Deer Lake  3,704 $398  1,195 $1,067  4,899 $1,465  
Fort Severn  1,724 $189  644 $574  2,368 $763  
Gull Bay  950 $105  327 $201  1,277 $306  
Hillsport 242 $30  - $0  242 $30  
Kasabonika 3,351 $359  861 $767  4,212 $1,126  
Kingfisher 1,704 $182  638 $570  2,342 $752  
Lansdowne 1,304 $138  532 $475  1,836 $613  
Oba 201 $29  - $0  201 $29  
Sachigo Lake  2,176 $296  703 $629  2,879 $925  
Sandy Lake  9,097 $988  2,299 $2,053  11,396 $3,041  
Sultan 465 $61  - $0  465 $61  
Wapakeka 2,049 $223  548 $489  2,597 $712  
Weagamow 3,766 $408  706 $631  4,472 $1,039  
Webequie 2,173 $231  714 $637  2,887 $868  
Total 44,966 $4,953  11,464 $10,035  56,431 $14,988  

 6 

 7 

  8 

9 
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Table 4 shows the revenue forecast by customer category at proposed 2013 rates. 1 

 2 

Table 4 3 

2013 Revenue Forecast at 2013 Proposed Rates ($000s) 4 

 5 

Community Non Standard A Standard A Total 
  MWh Revenue MWh Revenue MWh Revenue 

Armstrong 3,629 $421  387 $243  4,016 $664  
Marten Falls 845 $74  322 $293  1,167 $367  
Bearskin Lake  2,012 $222  717 $655  2,729 $877  
Big Trout Lake 5,105 $559  871 $795  5,976 $1,354  
Biscotasing 469 $70  - $0  469 $70  
Deer Lake  3,704 $407  1,195 $1,092  4,899 $1,499  
Fort Severn  1,724 $192  644 $588  2,368 $780  
Gull Bay  950 $107  327 $206  1,277 $313  
Hillsport 242 $30  - $0  242 $30  
Kasabonika 3,351 $368  861 $785  4,212 $1,153  
Kingfisher 1,704 $186  638 $583  2,342 $769  
Lansdowne 1,304 $141  532 $486  1,836 $627  
Oba 201 $30  - $0  201 $30  
Sachigo Lake  2,176 $303  703 $643  2,879 $946  
Sandy Lake  9,097 $1,011  2,299 $2,100  11,396 $3,111  
Sultan 465 $62  - $0  465 $62  
Wapakeka 2,049 $228  548 $500  2,597 $728  
Weagamow 3,766 $418  706 $645  4,472 $1,063  
Webequie 2,173 $236  714 $652  2,887 $888  
Total 44,966 $5,065  11,464 $10,266  56,431 $15,331  

 6 

  7 

The revenue from proposed rates is shown with a May 1, 2013 implementation date. The 8 

proposed increase has been pro-rated to show this implementation date.  9 

 10 

 11 

 12 
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3.0 LOAD AND REVENUE FORECAST FOR GRID-CONNECTED COMMUNITIES 1 

 2 

Remotes does not have historical load information for geographically remote grid-connected 3 

communities.  The number of customers by category for each community as shown in table 5 4 

below has been estimated based on available information about number of customers and 5 

population size.  For example, the community of Pikangikum provided a rough estimate of 6 

customers and load.  Because of generation constraints related to the diesel plant in the 7 

community, however, community and load growth has been very constrained for many years.  It 8 

is anticipated that a grid connection will allow the community to grow again, and because 9 

Pikangikum has a population similar to Sandy Lake, information from Sandy Lake has been used 10 

in this forecast.  Detailed information was also not available for Cat Lake. Cat Lake is of a 11 

similar size to Marten Falls, so information about load and customers in Marten Falls was used 12 

to develop the load forecast.  Load and revenue projections for the two communities are shown 13 

below in Table 5.  14 

 15 

Table 5 16 

Load and Revenue Forecast for Grid-Connected Customers  17 

($000) 18 

 19 

Community Non Standard A Standard A Total  
  MWh Revenue MWh Revenue MWh Revenue 
Pikangikum 8,497 $954  2,186 $656  10,682 $1,610  
Cat Lake  1,291 $130  630 $189  1,921 $319  
 Total 9,788 $1,084  2,816 $845  12,603 $1,929  

20 
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                                                          Table 6 1 

Forecast Revenues from Customers 2 

($000) 3 

Community Non Standard A Standard A Total  
  MWh Revenue MWh Revenue MWh Revenue 
  
Total Grid 
Connected 

9,788 $1,084  2,816 $845  12,603 $1,929  

       
 
Total Existing 
Communities 

44,966 $5,065  11,464 $10,266  56,431 $15,331  

              
Total 54,754 $6,149  14,280 $11,111  69,034 $17,260  
       

 4 

 5 

4.0 FORECAST RRRP REQUIREMENT 6 

 7 

Table 7 8 

Forecasted RRRP Requirement 9 

($000s) 10 

Item   

2013 Revenue Requirement $52,284 

   

Less: 2013 Revenue from Customer Rates ($17,260)  

 Other Revenues ($514) 

 

Annual RRRP Level for 2013 

Recovery of Balance of RRRP Variance acct and other Regulatory accounts 

 

Total RRRP Level for 2013 

$34,510 

$819 

________ 

$35,329 

 11 
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CUSTOMER BILL IMPACTS 1 

 2 

1.0 INTRODUCTION 3 

 4 

The impacts of the proposed changes for Remotes’ current customers are shown in 5 

Tables 1 to 4 below.  The rates have been increased by 3.45%: the total bill impacts may 6 

differ slightly from 3.45% because the rates levied to customers are rounded at the 7 

appropriate decimal place (four for kWh charges and two for service charges), Bill 8 

impacts are not calculated for customers in Cat Lake and Pikangikum because there are 9 

no OEB-approved rate orders for these communities.  Most of Remotes’ customers are 10 

First Nation, living on reserve and are exempt from HST and DRC.  HST and DRC 11 

calculations are therefore not included in this analysis.  12 

 13 

2.0 RESIDENTIAL YEAR ROUND (R2)  14 

 15 

The Year-Round Residential classification applies to a customer’s principal residence and 16 

may include additional buildings served through the same meter, provided they are not 17 

rental income units.   18 

 19 

To be classified as year-round residential, all of the following criteria must be met:   20 

(1) Occupants must state that this is their principal residence for the purposes of the 21 

Income Tax Act; 22 

(2) The occupant must live in this residence for at least eight months of the year; 23 

(3) The address of this residence must appear on the occupant’s electrical bill, driver’s 24 

license, credit card invoice, etc.; 25 

(4) Occupants who are eligible to vote in Provincial or Federal elections must be 26 

enumerated for that purpose at the address of this residence. 27 

 28 
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Table 1 below, shows the percentage change in monthly bills of the proposed 2013 rates 1 

compared to the current 2012 rates.  The analysis is based on the total bill, including a 2 

monthly service charge.  Because the majority of Remotes’ customers are First Nation 3 

and are on reserve, Debt Retirement Charges and HST are not included in the 4 

calculations.  The Ontario Clean Energy Benefit is included.  5 

 6 

Table 1 7 

Bill Impacts for Residential (R2) Customers 8 

RESIDENTIAL YEAR ROUND (R2) 

Scenario 
(kWh) 

Current 
Bill 

Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

100 $25.74 $23.16 $26.62 $23.96 3.43% 

250 $38.10 $34.29 $39.40 $35.46 3.42% 

500 $58.70 $52.83 $60.70 $54.63 3.41% 

800 $83.42 $75.08 $86.26 $77.63 3.41% 

1000 $99.90 $89.91 $103.30 $92.97 3.41% 

2000 $209.70 $188.73 $216.90 $195.21 3.43% 

 9 

3.0 RESIDENTIAL SEASONAL (R4) 10 

 11 

This classification is comprised of cottages, chalets and camps or any other residential 12 

service not meeting the year-round residential criteria.   Table 2 gives a comparison of 13 

current versus proposed rates for Residential Seasonal customers.  The analysis is based 14 

on the total bill, including a monthly service charge.   15 

16 
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Table 2 1 
 2 

Bill Impacts for Residential Seasonal (R4) Customers 3 

RESIDENTIAL SEASONAL (R4) 

Scenario 
KWh 

Current Bill Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

100 $37.80 $34.02 $39.10 $35.19 3.44% 

250 $50.16 45.14 $51.88 46.69 3.44% 

500 $70.76 63.68 73.18  65.86 3.45% 

800 95.48 85.93 98.74 88.87 3.41% 

1000 111.96 100.76 115.78 104.20 3.41% 

2000 221.76 199.58 229.38 206.44 3.44% 

 4 

4.0 GENERAL SERVICE SINGLE PHASE 5 

 6 

This classification applies to any non-Standard A service that does not fit the description 7 

of the year-round residential or seasonal residential.  Generally, it is comprised of 8 

commercial, administrative and auxiliary services.  It also includes combination services 9 

where one property has a variety of uses and for all multiple services except residential.  10 

Single Phase service uses single phase power.  11 

 12 

The bill analysis is based on the total bill, including a service charge.   13 

14 
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Table 3 1 

Bill Impacts for General Service Single Phase (G1) 2 

GENERAL SERVICE SINGLE PHASE (G1) 

Scenario 
KWh 

Current Bill Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

1000 $121.92 $109.73 $126.15 $113.54 3.47% 

2000 $214.12 $192.71 $221.55 $199.40 3.47% 

3000 $306.32 $275.69 $316.95 $285.26 3.47% 

50001 $490.72 $460.09 $507.75 $476.06 3.47% 

 3 

5.0 GENERAL SERVICE THREE PHASE 4 

 5 

This classification applies to non-residential customers who use three phase power. The 6 

bill analysis is based on the total bill, including a service charge.   7 

 8 

Table 4 9 

Bill Impacts for General Service (G3) 10 

GENERAL SERVICE THREE PHASE (G3) 

Scenario
KWh 

Current Bill Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

1000 $129.42 $116.48 $133.90 $120.51 3.46% 

2000 $221.62 $199.46 $229.30 $206.37 3.47% 

3000 $313.82 282.44 324.70 292.23 3.47% 

50002 $498.22 $466.84 $515.50  $483.03 3.45% 

                                                           
1 As of September, 2012, the 10% OCEB applies only to the first 3,000 kWh per month.  Bill credits of 
$30.63 for current rates and $31.70 for proposed rates have been applied to the 5000 kWh usage.  
2 As of September, 2012, the 10% OCEB applies only to the first 3,000 kWh per month.  Bill credits of 
$31.38 for current rates and $32.47 for proposed rates have been applied to the 5000 kWh usage. 
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6.0 STANDARD A RESIDENTIAL ROAD/RAIL 1 

 2 

This classification applies to residential customers who occupy premises funded in whole 3 

or in part by government, and who live in communities accessible by all season roads and 4 

by rail.  The bill analysis is based on the total bill, including a service charge.   5 

 6 

Table 5 7 

Bill Impacts for Standard A Residential Road/Rail 8 

STANDARD A RESIDENTIAL ROAD/RAIL 

Scenario 
(kWh) 

Current 
Bill 

Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

100 $54.18 $48.76 $56.05 $50.45 3.45% 

250 $135.45 $121.91 $140.13 $126.11 3.45% 

500 $290.20 $261.18 $300.23 $270.20 3.45% 

800 $475.90 $428.31 $492.35 $443.11 3.46% 

1000 $599.70 $539.73 $620.43 $558.38 3.46% 

2000 $1,218.70 $1,096.83 $1,260.83 $1,134.74 3.46% 

  9 

 10 

7.0 STANDARD A RESIDENTIAL AIR ACCESS 11 

 12 

This classification applies to residential customers who occupy premises funded in whole 13 

or in part by government, and who live in communities that are not accessible by year-14 

round roads.    The bill analysis is based on the total bill.   15 

16 
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Table 6 1 

Bill Impacts for Standard A Residential Air Access 2 

STANDARD A RESIDENTIAL AIR ACCESS 

Scenario 
(kWh) 

Current 
Bill 

Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

100 $81.78 $73.60 $84.60 $76.14 3.45% 

250 $204.45 $ 184.01 $211.50 $190.35 3.45% 

500 $428.23 $385.40 $443.00 $398.70 3.45% 

800 $696.76 $627.08 $720.80 $648.72 3.45% 

1000 $875.78 $788.20 $906.00 $815.40 3.45% 

2000 $1,770.88 $1,593.79 $1,832.00 $1,648.80 3.45% 

 3 

8.0 STANDARD A GENERAL SERVICE ROAD/RAIL 4 

 5 

This classification applies to general service customers who occupy premises funded in 6 

whole or in part by government, in communities that are accessible by year-round roads.     7 

The bill analysis is based on the total bill.   8 

 9 

Table 7 10 

Rate Impacts for Standard A General Service Road/Rail 11 

STANDARD A GENERAL SERVICE ROAD RAIL 

Scenario 
(kWh) 

Current 
Bill 

Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

1000 $619.00 $557.10 $640.40 $576.36 3.46% 

2000 $1,238.00 $1,114.20 $1,280.80 $1,152.72 3.46% 

3000 $1,857.00 $1,671.30 $1,921.20 $1,729.08 3.46% 

50003 $2,476.00 $2,228.40 $2,561.60 $2,305.44 3.46% 

                                                           
3 As of September, 2012, OCEB is applied only to the first 3,000 kWh of usage.  A credit of $185.70 has 
been applied to current rates and $192.12 to proposed rates for the 5,000 kWh usage.  
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9.0 STANDARD A GENERAL SERVICE AIR ACCESS 1 

 2 

This classification applies to general service customers who occupy premises funded in 3 

whole or in part by government, in communities that are not accessible by year-round 4 

roads.     5 

  6 

The bill analysis is based on the total bill.   7 

Table 8 8 

Rate Impacts for Standard A General Service Air Access 9 

STANDARD A GENERAL SERVICE AIR ACCESS 

Scenario 
(kWh) 

Current 
Bill 

Current Bill   
with OCEB  

Proposed 
Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

1000 $ 895.10 $805.59 $926.00 $833.40 3.45% 

2000 $1,790.20 $1,611.18 $1,852.00 $1,666.80 3.45% 

3000 $2,685.30 $2,416.77 $2,778.00 $2,500.20 3.45% 

50004 $4,475.50 $4,206.97 $4,630.00 $4,352.20 3.45% 

 10 

10.0 SREET LIGHTING  11 

 12 

This classification applies to unmetered street lights.  The energy consumption for 13 

streetlights is based on Remotes’ profile for street lighting load, which provides the 14 

amount of time each month that the street lights are operating.   15 

 16 

The bill analysis is based on the total bill.   17 

                                                           
4 As of September 12, 2012, the OCEB applies only to the first 3000 kWh.  A credit of $268.53 has been 
applied to current rates and $277.80 to proposed rates for the 5000 kWh usage.  
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Table 9 1 

Rate Impacts for Streetlights 2 

STREET LIGHTING 

Scenario 
KWh 

Current Bill Current Bill   
with OCEB  

Propose
d Bill 

Proposed Bill 
with OCEB  

Percentage 
Change 

100 $9.14 $8.23 $9.45 $8.51 3.50% 

200 $18.28 $16.45 $18.92 $17.03 3.50% 

300 $27.41 $24.68 $28.38 $25.54 3.50% 

400 $36.55 $32.90 $37.84 $34.06 3.50% 

500 $45.69 $41.13 $47.30 $42.57 3.50% 
 3 
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TERMS AND CONDITIONS 1 

 2 

1.0 INTRODUCTION  3 

 4 

This exhibit provides evidence with respect to Remotes’ terms and conditions of service 5 

for off-grid distribution customers.  As required under Section 2.4 of the Distribution 6 

System Code (“Code”), Remotes has documented its Conditions of Service that describe 7 

its operating practices and connection policies.  All of the components of the Conditions 8 

of Service as outlined in Section 2.4 are covered, as well as additional important 9 

information.   10 

 11 

Our Conditions of Service is publicly available, and a summary of the terms is sent to all 12 

new customers at the time of connection and is included in a bill insert periodically.   13 

 14 

Remotes updates its Conditions of Service when Codes change and for new industry 15 

initiatives that apply to its business.   16 

 17 

Appendix A is the updated Conditions of Service for Remotes’ Customers. 18 
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1.0 INTRODUCTION  
 
These Conditions of Service describe Hydro One Remote Communities Inc. 
(“Remotes") operating practices and connection policies and set out the terms and 
conditions upon which Remotes offers and the Customer accepts off-grid 
Distribution Services.  

 
Terms contained in these Conditions of Service or in any contract for the supply 
of electricity by Remotes shall not prejudice or affect any rights, privileges, or 
powers vested in Remotes by law under any Act of the Legislature of Ontario or 
the Parliament of Canada, or any Regulations thereunder.  
 
The definition of terms used in these Conditions of Service appear in section 4.0.  
Capitalized expressions used in these Conditions of Service have the meaning 
ascribed in that section. 

1.1 Identification of Distributor and Service Area 
 

Remotes is an electricity distributor licenced by the Ontario Energy Board (the 
“Board”) to Distribute electricity pursuant to Part V of the Ontario Energy Board 
Act, 1998.  In accordance with its electricity Distribution Licence, Remotes owns 
and operates its off-grid Distribution System in the communities of  
1. Armstrong. 

2. Bearskin Lake. 

3. Big Trout Lake. 

4. Biscotasing. 

5. Collins. 

6. Deer Lake. 

7. Fort Severn. 

8. Gull Bay. 

9. Hillsport. 

10. Kasabonika Lake. 

11. Kingfisher Lake. 

12. Landsdowne House. 

13. Oba. 
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14. Sachigo Lake. 

15. Sandy Lake. 

16. Sultan. 

17. Wapakeka. 

18. Weagamow. 

19. Webequie. 

20. Whitesand. 

21. Marten Falls. 
 
Remotes’ service area may be changed from time to time with the approval of the 
Board. 

1.2 Related Codes and Governing Laws 
 

Remotes and the Customer shall comply with all Applicable Laws and with the 
Board’s Codes, including the following in order of priority: 

 
(a) The Affiliate Relationships Code 
(b) The Distribution System Code 
 
If there is a conflict between these Conditions of Service and any of the above, the 
documents listed above shall govern in order of priority.  If there is a conflict 
between these Conditions of Service and a Connection Agreement executed by 
the Customer and Remotes, the Connection Agreement shall govern. The fact that 
a condition, right, obligation, or other term appears in these Conditions of Service 
but not in any of the documents listed above or in a Connection Agreement shall 
not be interpreted as, or be deemed grounds for finding of, a conflict. 

1.3 Interpretations 
 
In these Conditions of Service 
 
(a) the singular includes the plural and vice versa; 
 
(b) the use of one gender includes the other; 
 
(c) the word person includes a firm, a body corporate, an unincorporated 

association or an authority;  
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(d) a reference to a person includes a reference to the person’s executors, 
administrators, successors, substitutes (including, but not limited to, persons 
taking by novation) and assigns;   

 
(e) an agreement, representation or warranty on the part of or in favour of two or 

more persons binds or is for the benefit of them jointly and severally;  
 
(f) specified periods of time refer to business days, and dates from a given day or 

the day of an act or event is to be calculated exclusive of that day; 
 
(g) a reference to a day is to be interpreted as the period of time commencing at 

midnight and ending 24 hours later and does not include weekends and public 
holidays in the Province of Ontario. Public Holidays means the days 
designated by Remotes from time to time.  Until otherwise designated, the 
public holidays are: 

 
New Year’s Day    Labour Day    
Good Friday     
Family Day    Thanksgiving Day    
Easter Monday    Christmas Day 
Victoria Day    Boxing Day 
Canada (Dominion) Day 
Civic Holiday (as celebrated in Metropolitan Toronto) 

 

1.4 Amendments and Changes 
 
The provisions of these Conditions of Service and any amendments made from 
time to time form part of any contract between Remotes and any connected 
Customer or Generator, and these Conditions of Service supersede all previous 
Conditions of Service, oral or written, of Remotes as of the effective date of these 
conditions of service. 
 
In the event of changes to these Conditions of Service, Remotes will issue a 
notice with the Customer’s bill or issue a public notice in a local newspaper. 
 
The Customer is responsible for contacting Remotes to obtain the current version 
of these Conditions of Service.  Remotes may charge a reasonable fee for 
providing the Customer with a copy of these Conditions of Service.   
  

1.5 Contact Information 
 

For general inquiries, Remotes can be reached during normal business hours: 
Monday to Friday between 8:00-4:30 Eastern Standard Time. 
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Hydro One Remote Communities Inc. 
680 Beaverhall Place 
Thunder Bay, Ontario  
P7E 6G9 
 

For Emergency purposes, Customers can call Remotes at: 
 
1-888-825-8707 (24/7) or the number shown on the Customer’s bill. 

1.6 Customer Rights 
 

Remotes shall only be liable to a Customer and a Customer shall only be liable to 
Remotes for any damages that arise directly out of the willful misconduct or 
negligence: 
 
(a) of Remotes in providing Distribution and electrical supply Services to the 

Customer; 
(b) of the Customer in being connected to its Distribution System; or 
(c) of Remotes or the Customer in meeting their respective obligations or 

exercising their respective rights under these Conditions of Service, their 
Licenses and any other Applicable Laws. 

 
Notwithstanding the above, neither Remotes nor the Customer shall be liable 
under any circumstances whatsoever for any loss of profits or revenues, business 
interruption losses, loss of contract or loss of goodwill, or for any indirect, 
consequential, incidental or special damages, including but not limited to punitive 
or exemplary damages, whether any of the said liability, loss or damages arise in 
contract, tort or otherwise.  

1.7 Remotes’ Distributor Rights 

1.7.1 Space and Access 
 

The Customer shall provide Remotes, free of charge or rent, with a convenient 
and safe place for Remotes’ Facilities and Equipment on the Customer’s premises 
or approaches thereto.  Remotes assumes no risk, and under no circumstances will 
Remotes be liable for any damages resulting from, arising out of or related to the 
presence of the Remotes Facilities and Equipment. 
 
The Customer shall not allow any one other than an employee, or agent of 
Remotes, or a person lawfully entitled to do so, to repair, remove, replace, alter, 
inspect or tamper with the Remotes Facilities and Equipment on the Customer’s 
premises. 
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1.7.2 Powers of Entry 
 

In addition to Remotes’ rights under Section 40 of the Electricity Act, Remotes or 
its agents may enter the Customer’s property at any time for any of the following 
purposes:  
 
(a) to install, inspect, read, calibrate, maintain, repair, alter, remove, or replace a 

meter; 
(b) to inspect, maintain, repair, alter, remove, replace, or Disconnect wires or 

other facilities used to Transmit or Distribute electricity; 
(c) to inspect, maintain, repair, alter, remove, and replace Remotes Facilities and 

Equipment such as sentinel lights and streetlights. 
 
Remotes will use commercially reasonable efforts to exercise this power of entry 
during normal business hours. The Remotes employee or agent exercising this 
power of entry will identify themselves with proper identification upon request. 

1.7.3 Liability for Damage to Remotes Equipment 
 
Remotes Facilities and Equipment located on the Customer’s premises are in the 
care of and at the risk of the Customer.  If any of Remotes’ Facilities Equipment 
is damaged or destroyed by fire or any other cause other than ordinary wear and 
tear, the Customer shall pay Remotes the value of Remotes Facilities and 
Equipment or the cost of repairing or replacing same. 
 
The Customer shall not build, or cause to build, plant or maintain any structure, 
tree, shrub or landscaping that would or could obstruct or endanger any Remotes 
Facilities and Equipment, interfere with the proper and safe operation of the 
Distribution System or any part thereof or affect Remotes’ compliance with any 
Applicable Laws. 

1.7.4 Customer’s Equipment 
 

Where applicable, Customer Equipment shall be subject to the reasonable 
acceptance of Remotes and the approval of the Electrical Safety Authority.  
Remotes’ approval of any Customer Equipment is solely for the purposes of 
Remotes protecting its Distribution System and the Customer is solely responsible 
for protecting its own property. 

1.7.5 Testing Customer’s Load  
 
The Customer shall allow Remotes to install and use meters and other equipment 
to conduct tests to determine the electrical characteristics of the Customer’s load.   
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1.7.6 Automatic Reclosing Facilities   
 

In order to safeguard and protect the Distribution System, Remotes installs 
facilities for automatic reclosing of circuit breakers (“Reclosing Facilities”), and 
from time to time may change the reclosing time of any such Reclosing Facilities.   
 
The Customer shall be responsible for providing at his own expense: 
 
(a) adequate protective equipment for any electrical apparatus which might be 

adversely affected by Reclosing Facilities; and 
(b) such equipment as may be required for the proper Reconnection of any 

apparatus or equipment of the Customer, without adversely affecting the 
proper functioning of the Reclosing Facilities. 

1.7.7 Coming Into Force   
 

These Conditions of Service shall be effective as of May 1, 2012, unless noted 
otherwise.  Sections 2.1 of these Conditions of Service are effective as of 
November 1, 2000.  

1.7.8 Force Majeure 
 
Other than for any amounts due and payable by the Customer to Remotes, neither 
Remotes nor the Customer shall be held to have committed an event of default in 
respect of any obligation under these Conditions of Service if prevented from 
performing that obligation, in whole or in part, because of a Force Majeure Event.  
 
If a Force Majeure Event prevents either party from performing any of its 
obligations under these Conditions of Service, that party shall: 
 
(a) other than for Force Majeure Events related to acts of God, promptly notify 

the other party of the Force Majeure Event and its assessment in good faith of 
the effect that the event will have on its ability to perform any of its 
obligations.  If the immediate notice is not in writing, it shall be confirmed in 
writing as soon as reasonably practical; 

(b) not be entitled to suspend performance of any of its obligations under these 
Conditions of Service to any greater extent or for any longer time than the 
Force Majeure Event requires it to do; 

(c) use its best efforts to mitigate the effects of the Force Majeure Event, remedy 
its inability to perform, and resume full performance of its obligations; 

(d) keep the other party continually informed of its efforts;  
(e) other than for Force Majeure Events related to acts of God, provide written 

notice to the other party when it resumes performance of any obligations 
affected by the Force Majeure Event; and 
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(f) if the Force Majeure Event is a strike or a lock out of Remotes’ employees, 
Remotes shall be entitled to discharge its obligations to notify its Customers in 
writing by means of placing an ad in the local newspaper. 

1.8 Disputes   
 

Customer complaints that cannot be resolved by calling Remotes at 1-888-825-
8707 will be escalated to the appropriate supervisor who will serve as the primary 
point of contact.  A customer service representative will make contact with the 
Customer, coordinate internal complaint activities, research, investigate, and 
follow up (when necessary) on the complaint to ensure resolution and closure.    

 
In the event that issues cannot be resolved between Remotes and the Customer, 
complaints can be escalated to a third party complaints resolution agency which 
has been approved by the Board.  Until such time as the Board approves an 
independent third party dispute resolution agency, the Board will assume this role. 

 
2.0 DISTRIBUTION ACTIVITIES - GENERAL 

2.0.1 Customer Supply 
Remotes provides 24 hour power restoration response service free of charge to all 
classes of customers.   
 
Customers are allowed one full Disconnection/Reconnection per year for 
maintenance purposes only.  Disconnection and Reconnection must be arranged 
several weeks in advance and will occur when crews are in the area on planned 
travel days.  

2.0.2 Cable Locates 
 
Upon request, Remotes will locate, if able, all secondary and primary 
underground cables without charge if no special trip is required.  If Remotes is 
unable to locate an underground cable, Remotes will provide a service 
Disconnection and Reconnection without charge if no special trip is required.   

 
In the event that a fault and/or damage is caused by the Customer or third party, 
the costs of repair will be charged to the party responsible, unless the fault and/or 
damage resulted from an incorrect cable locate performed by Remotes. In the 
event that structures, pavement, or landscaping make the cable inaccessible for 
repair, the Customer shall provide all civil work, supports, vegetation and 
landscaping associated with any repair/replacement of the cable that has failed.  
 
In the event that a fault is detected on customer owned secondary underground 
service cable, that equipment will be Disconnected by Remotes until repairs are 
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made by the customer and Reconnection is approved by the ESA.  All costs 
associated with the Disconnection and Reconnection shall be the responsibility of 
the customer.  

2.1 Connections  

2.1.1 Building that Lies Along  
 

Remotes charges new or existing Customers the Actual Cost of the connection. 
These costs may include, but are not limited to, the following: 

 
(a) supply and installation of standard overhead transformation which includes 

secondary bus extensions or installations complete with conductor, and, 
anchoring;   

(b) supply and installation of standard metering; 
(c) an estimate and layout for the new service; 
(d) connection of the Secondary or Primary Service at described Demarcation 

Points;  
(e) primary and secondary wire. 
 
Where applicable, Customers will also be responsible for: 
 
(a) the supply of tree and vegetation management on a Customer’s property; 
(b) the easements or property agreements as required by Remotes; and 
(c) a service upgrade charge, if a system expansion is triggered by a new 

connection 
(d) the cost of any changes to the distribution system triggered by the connection, 

including staking and design. 

2.1.1.1 Common Service Taps 
 

A  Customer shall provide, at its own expense, a secondary or primary pole or an 
underground primary voltage line (“Customer Supplied Facilities”), where 
required for compliance with the Electrical Safety Code.  Remotes will not supply 
two neighbouring Customers from the same Customer Supplied Facilities unless 
all of the following conditions are met:  
 
(a) the Customers and Remotes agree on the location of the portion of the  

Customer’s built line to be owned by Remotes (“Common Line”); 
(b) the Common Line is located on property owned by one or both of the 

neighbouring  Customers; 
(e) the Common Line will be built by the  Customers which will be owned by 

Remotes, and will be built to Remotes’ Distribution Standards; and 
(f) the Common Line is transferred with easements and tree clearing rights to 

Remotes for a nominal fee. 
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If all the above conditions cannot be met, and then each Customer will be 
required to supply, install, and own a separate line on their respective properties.  

2.1.1.2 Service and Supply Locations 
 
Remotes reserves the right to determine the service supply and connection 
locations. The Customer shall obtain Remotes’ approval prior to the construction 
of electrical facilities.  

2.1.1.3 Number of Service Entrances 
 
Normally Remotes only permits one service entrance per property.  Where it is 
not technically or financially feasible to have one service entrance, Remotes will 
connect additional service entrances on the same property.  
 
Remotes will provide Customers with the option of having a Central Metered 
Service or a Primary Metered Service to combine the multiple service entrances.  

2.1.1.4 Service Demarcation Points 
 

Connections to the Distribution System are either Secondary Service connections 
or Primary Service connections. 

2.1.1.5 Secondary Service 
 

Secondary Service can be supplied when the Customers can be served directly 
from the Distribution System via a connection to the low-voltage side of the 
Distribution transformation.  

For Secondary Service owned and maintained by Remotes, the Demarcation Point 
is: 

(a) the top of the Customer’s service entrance stack for overhead connections;  

(b) the secondary transformer lugs or the bus connectors for underground 
connections; and 

(c) the metering point for a central-metered service.   

 
Maintenance of the portion of the Secondary Service owned by Remotes includes 
repair and like-for-like replacement of a wire or cable that has failed irreparably.  
The Customer is responsible for all civil work, supports, vegetation and 
landscaping associated with any such repair or replacement of the portion of 
Secondary Service owned by Remotes. 
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For Secondary Services wholly owned and maintained by the Customer, the 
Demarcation Point is the secondary connection at the transformer lugs or the 
service bus connectors.  

2.1.1.6 Customer Supplied Secondary Wire  
 
The Customer shall install, own, and maintain the secondary conductor under any 
of the following conditions: 

 
(a) service is underground;  
(b) service size is greater than 400 amp. 

2.1.1.7 Primary Service 
 
The Demarcation Point is the primary live line clamp or line switch installed at 
Remotes’ Distribution line or pole near the Customer’s property line. 

2.1.1.8 Service Size 
 
Restrictions on the size of Secondary Service are as follows:  
  
(a) Remotes shall review all Single Phase connections greater than 200 amps; 
(b) Remotes shall review all Three Phase service connections of 400 amps or 

greater for system reliability and power quality impacts;  
(c) to ensure system reliability it may be necessary to restrict service size below 

these levels.     

2.1.1.9 Transformation  
 
The maximum overhead transformer sizes for standard secondary voltages are: 
 
(a) for a Single Phase overhead Standard Customer connection: 75 kVA; 
(b) for a Three Phase Standard Customer connection: 3 x 100 kVA. 
 
Customers requiring non-standard secondary voltages will be responsible for 
installing, owning, maintaining and operating their own transformer. 

2.1.1.10 Tree and Vegetation Management 
 
Customers are responsible for all initial and continuing tree trimming, tree and 
brush removal for all Secondary Services and Primary Services on a Customer’s 
property.  Clearances will conform to the Electrical Safety Code.  
 



Conditions of Service 

 

 14 

For Distribution lines built by the Customer, and where ownership is to be 
transferred to Remotes upon connection, the clearances will conform to 
distribution standards. 

2.1.2 Offer to Connect 
 

(a) Remotes will respond to requests for connection within the following 
timeframes:  

 
i. by no later than 5 calendar days from receipt of the request.  The 

response will specify any necessary information to be provided in 
order for Remotes to process the request.   

ii. An offer to connect will be made by no later than 30 calendar days 
following receipt of all necessary information, if all obligations 
have been met.  

(b) At a minimum, the Offer to Connect will contain: 

 
i. a description of material and labour required to build the 

Expansion to connect the Customer; 
ii. an estimated cost of Connection that would be revised based upon 

the actual costs incurred.  The estimate will delineate costs 
attributed to engineering design, materials, labour, equipment, 
capacity charges (if applicable), administrative activities, and any 
outstanding energy and non-energy arrears; 

iii. an estimated cost of Expansion if applicable that would be revised 
based upon the actual costs incurred. The estimate will delineate 
costs attributed to engineering design, materials, labour, 
equipment, capacity charges (if applicable), administrative 
activities, and any outstanding energy and non-energy arrears; 

iv. identification of work for which  the Customer may seek 
alternative bids; 

v. terms and conditions for payments and deposits required; 
vi. identification and payment of outstanding energy and non-energy 

arrears if applicable; 
vii. Electrical Safety Authority authorization requirements; 
viii. Capacity or system restrictions if applicable;  and 
ix. any additional information pertinent to the offer may be included. 

 
(c) Payment for connections 
 

The customer is responsible for all connection costs.    
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2.1.2.1 Alternative Bids 
 

Customers may seek alternative bids for connection and Expansion facilities from 
qualified contractors if the construction work will not involve work on existing 
circuits.  
 
The Customer shall be responsible for: 
 
(a) selecting, hiring, and paying the selected contractor costs for the work eligible 

for the alternative bid and assuming  full responsibility for the construction of 
that aspect of the Expansion project;  

(b) administering the contract or paying Remotes to perform this service. 
Administering the contract includes acquisition of all required permissions, 
permits, and property rights as required; 

(c) constructing to meet Remotes’ design requirements; 
(d) paying an inspection/commissioning fee for Remotes to inspect and 

commission the construction;  
(e) paying the cost of easements or property agreements as required by Remotes; 
(f) transferring ownership of the facilities built on public property or reserve land  

or servicing more than one Customer to Remotes for a nominal fee prior to 
connection; and 

(g) paying costs for any additional design, engineering, and 
inspection/commissioning trips. 

 
Remotes shall: 
 
(a) provide the design specifications for the construction; and 
(b) inspect and authorize the line for connection.  

2.1.2.2  Private Ownership of Alternate Bid Construction  
 
Normally, as a condition of connection, a line is transferred to Remotes’ 
ownership.  However, the Customer may own the Expansion if all of the 
following conditions are met: 
 
(a) the portion of line to be constructed is for the sole benefit of one Customer; 

and 
(b) the line to be constructed is located on Private Property or unorganized land.  

2.1.3 Connection Denial  
 
Remotes may deny connection to any Connection Applicant for any of the 
following reasons: 
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(a) refusal by the Connection Applicant to sign any agreements required to be 
executed by the Customer under these Conditions of Service; 

(b) the connection will represent a contravention of the laws of Canada or the 
Province of Ontario; 

(c) the connection will cause Remotes to be in violation of the conditions in 
Remotes’ Distribution or Generation Licence; 

(d) the connection will have an adverse effect on the reliability or the safety of the 
Generation/Distribution System; 

(f) The connection will cause a material decrease in the efficiency of the  
Generation/Distribution System; 

(g) the connection will have a material adverse effect on the quality of the 
Generation/Distribution service received by an existing Customer. Such affect 
on quality could be among other things, voltage flicker, harmonics or power 
outages 

(h) the Connection Applicant is currently in arrears for Distribution Services, 
electricity supplied, or other services provided by Remotes;  

(i) the connection is not in compliance with these Conditions of Service; 
(j) the connection does not meet Remotes’ design requirements;  
(k) the connection will impose an unsafe situation to workers or the public 

beyond the normal risks inherent in the operation of the Distribution System; 
(l) the connection will result in the inability of Remotes to perform planned 

inspections or maintenance; 
(m) by order of the Electrical Safety Authority;  
(n) the premises being connected are the subject of a stop work order under the 

Building Code Act (“Ontario”);  
(o) the connection will increase load beyond the capacity of the generation in 

service.  
 
Remotes shall notify the Connection Applicant of the connection denial with 
reasons in writing. Remedies will be suggested to the Connection Applicant 
where Remotes is able.  If it is not possible for Remotes to resolve the issue, it is 
the responsibility of the Connection Applicant to do so before a connection will 
be made. 

2.1.4 Inspections before Connections 
 
Remotes will not connect a Customer until the Customer has obtained the 
approval of the Electrical Safety Authority for all Customer owned electrical 
facilities.  

2.1.5 Relocation of Plant  
 
In the absence of existing agreements or legislation, Remotes is not obligated to 
relocate plant.  Remotes may charge any person requesting a plant relocation all 
costs incurred by Remotes in relocating such plant, unless there is applicable 
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legislation setting the costs, or the cost of any plant relocation are addressed in 
any agreements made by Ontario Hydro prior to April 1, 1999. 
 
If the relocation is from public to Private Property, Remotes shall acquire 
easement rights at the expense of the requestor. This would include the actual cost 
to carry out the work, as well as any costs resulting from having to obtain the new 
easement or authorization equivalent. 

2.1.6 Easements 

2.1.6.1 Unregistered Rights 
 

The Electricity Act provides that all property that is subject to unregistered rights 
prior to April 1, 1999 will continue to be subject to the right until the right expires 
or until it is released by the holder of the right.   

2.1.6.2 Permits, Registered Easements and Owner Agreements 
  
The majority of Remotes’ land tenure rights are on provincial crown lands and 
federally-regulated First Nation Reserves.   
 
Remotes requires provincial crown leases, land use permits or registered 
easements for facilities situated on provincial lands. 
 
For facilities situated on federally-Regulated Reserve lands, Remotes requires 
permits under Section 28(2). These permits are normally issued by Indian and 
Northern Affairs Canada, following a negotiated agreement between the First 
Nation and Remotes.  
 
For new or modified connections on provincial crown lands, Remotes may require 
a Customer to provide Remotes with a registered easement or land use permit 
with respect to Remotes Facilities and Equipment located on the property of the 
Customer or the property of a third party. 
 
For new or modified connections on private lands, Remotes may require a 
Customer to provide Remotes with a registered easement with respect to Remotes 
Facilities and Equipment located on the property of the Customer or the property 
of a third party. 
 
Permits or registered easements are required for facilities meeting any of the 
following conditions: 

 
(a) any single or multi-phase line, underground or submarine cables, poles, 

anchors, or aerial occupation where the line crosses Private Property, 
including any common service taps; 
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(b) anchors on Private Property supporting Three Phase  feeders, and any (single 
or multi-phase) structures supporting reclosers or voltage regulators where the 
poles are located on road allowance; 

(c) any new plant being added to Remotes Facilities and Equipment which are the 
subject of an existing unregistered easement but does not include 
replacement/maintenance of the existing Remotes Facilities and Equipment. 

2.1.7 Contracts  

2.1.7.1 Implied Contracts 
 

In all cases, notwithstanding the absence of a written contract, Remotes has an 
implied contract with any Customer that is connected to Remotes’ Distribution 
System and receives Distribution Services from Remotes.  The terms of the 
implied contract are embedded in these Conditions of Service, the Rate 
Handbook, Remotes’ Rate schedules, Remotes’ Distribution Licence and the 
Distribution System Code, as amended from time to time. 

Any person or persons who take or use electricity delivered and/or supplied by 
Remotes shall be liable for payment for such electricity.  Any implied contract for 
the supply of electricity by Remotes shall be binding upon the heirs, 
administrators, executors, successors or assigns of the Person or Persons who took 
and/or used electricity supplied by Remotes.   

2.1.7.2 Service Agreements for New Connections (Agreement for Service)  
 

Where Remotes is entitled under these Conditions of Service to recover the costs 
of a connection or Expansion, Remotes requires that the Customer execute an 
Agreement for Electrical Services (Agreement for Service) prior to Remotes 
commencing any construction activities in respect of the connection and/or 
Expansion.  The Agreement for Service will describe the work to be performed by 
Remotes in respect of the connection or Expansion and any other conditions set 
forth in Remotes’ offer to connect together with the applicable payment terms. 

2.1.7.3 Cancellation 
 

The Agreement for Service may be terminated by either party upon reasonable 
notice.  

2.1.7.4 Special Contracts 
 

Special contracts outlining an agreement for service that are customized in 
accordance with the service requested by the Customer normally include, but are 
not necessarily limited to, the following examples: 
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(a) construction sites 
(b) mobile facilities 
(c) non-permanent structures 
(d) special occasions, etc. 
(e) generation and  
(f) house move 

2.2 Disconnection 
 
Remotes reserves the right to Disconnect the supply of electricity to or limit the 
amount that a Customer can consume for any of the following reasons: 
 
(a) failure to pay Remotes any amounts due and payable for the Distribution of 

electricity or for supply of electricity under Section 29 of the Electricity Act; 
(b) failure to pay any connection costs due and payable; 
(c) non-payment of account security identified as a condition of service; 
(d) contravention of the laws of Canada or the Province of Ontario. 
(e) imposition of an unsafe worker situation beyond normal risks inherent in the 

operation of the Distribution System. 
(f) adverse effect on the reliability and safety of the Distribution System. 
(g) a material decrease in the efficiency of the Distribution System. 
(h) a material adverse effect on the quality of Distribution Services received by an 

existing connection; 
(i) inability of Remotes to perform meter reading, planned inspections or 

maintenance; 
(j) failure of the Customer to comply with a directive of Remotes that Remotes 

makes for the purposes of meeting its Licence obligations; 
(k) failure of the Customer to comply with any requirements in these Conditions 

of Service or a term of any agreement made between the Customer and 
Remotes including but not limited to an Agreement for Services. Connection 
Agreement or a Capital Cost Recovery Agreement;  

(l) failure of the Customer to enter into an Agreement for Services required by 
these Conditions of Service; or 

(m) by order of the Electrical Safety Authority. 
 

Remotes will provide the Customer with at least seven (7) days prior written 
notice before Disconnecting or limiting the Distribution of electricity to a 
Customer.   Disconnection does not relieve the Customer from having to pay 
Remotes any amounts payable by the Customer including electricity arrears.  The 
Customer will be responsible for minimum bills until such time as Remotes 
removes the Remotes Facilities and Equipment associated with the Distribution of 
electricity to the Customer.  Remotes may Disconnect the supply of electricity to 
a Customer without notice in accordance with a court order, or for Emergency, 
safety or system reliability reasons.  Under no circumstances will Remotes be 
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liable for any damage resulting from, associated with or related to the 
Disconnection or the limitation of Distribution of electricity. 

2.2.1 Disconnection/Load Control Process for Reasons of Non-payment 
 

Due to the size of Remotes’ service territory, Remotes organizes its 
Disconnection activities by community.   If Remotes determines that 
Disconnection is warranted, every attempt will be made to establish personal 
contact with the customer at least 21 days prior to Disconnection. 
 
Personal contact is defined as one of the following: 

i. Telephone conversation with the customer prior to service 
Disconnection 

ii. Face to face discussion with the customer 
iii. A letter sent to the customer prior to a collection trip. 

 
If a bill remains unpaid in whole or in part when a bill for the next month is 
issued, and if the second bill remains unpaid in whole or in part, then nineteen 
(19) calendar days after the billing date of the second bill and at least:  
 

i. sixty (60) calendar days after a written Disconnection notice has been 
provided to the Customer by personal service, prepaid mail or by posting 
notice on the property in a conspicuous place, if the Customer is a 
residential Customer who has provided Remotes with documentation from 
a physician confirming that Disconnection poses a risk of significant 
adverse effects on the physical health of the Customer or on the physical 
health of the Customer’s spouse, dependent family member or other 
person that regularly resides with the Customer or 

ii. in all other cases, fifteen (15) calendar days after a written Disconnection 
notice has been provided to the customer by mail, personal service or by 
posting notice on the property in a conspicuous place.  
 

Remotes may fully interrupt or control the distribution of electricity to the 
Customer. 
 
In accordance with Section 4.2.1 of the Distribution System Code, Remotes shall 
provide the Customer being Disconnected for non-payment the Fire Safety Notice 
of the Office of the Fire Marshall and any other public safety notices or 
information bulletins issued by public safety authorities and provided to Remotes, 
which provide information about dangers associated with the Disconnection of 
electricity service.   
 
A residential Customer may designate a third party to also receive a copy of the 
notices set out in this Section provided that the request is made no later than the 
last day of the applicable minimum notice period set out in this Section.   
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Remotes shall suspend any Disconnection action for twenty-one (21) days from 
the date of notification by registered charity, government agency or social service 
agency that is assessing a residential Customer for the purposes of determining 
whether the Customer is eligible to receive bill payment assistance, provided such 
notification is made within 21 days from the date on which the Disconnection 
notice is received by the Customer.  Where the Customer has designated a third 
party to receive a copy of any Disconnection notice, and such third party notifies 
Remotes that he or she is attempting to arrange assistance with the bill payment, 
Remotes shall suspend all Disconnection action for 21 days provided such 
notification is made within 21 days from the date on which the Disconnection 
notice is received by the Customer.  Upon notification by a registered charity, 
government agency or social service agency that the residential Customer is not 
eligible to receive bill payment assistance, or if the third party decides not to 
assist the Customer with the bill payment, Remotes may proceed with the 
Disconnection process.  

 2.2.2 Immediate Disconnection without Notice  
 
Remotes reserves the right to Disconnect the Distribution of electricity to a 
Customer, without notice, in accordance with a court order, a request by a fire 
department or for emergency, public safety (including potential for loss of life or 
limb), system reliability reasons or in order to inspect, maintain, repair, alter, 
remove, replace or Disconnect wires or other facilities used to distribute 
electricity or where there is an energy diversion, fraud or abuse on the part of the 
customer.   

2.2.3 Liability for Disconnection  
 
Disconnection does not relieve the Customer of the liability for arrears or 
minimum bills for the balance of the term of the contract.  The Customer shall be 
liable for any third party costs incurred by Remotes which are necessary to effect 
a Disconnection. 
 
Under no circumstances will Remotes be liable for any damage resulting from, 
associated with or related to the Disconnection or the control of distribution of 
electricity, including damage to the Customer or the Customer’s premises and any 
business or other losses suffered by Customer as a result of the Disconnection.  
 

2.2.4 Reconnection 
 
Where the reason for the Disconnection of the Distribution of electricity has been 
remedied to Remotes’ satisfaction, Remotes shall Reconnect a Customer.  
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If Disconnected customers are able to make payment/payment arrangements 
during a community collection trip, Remotes will Reconnect these customers 
prior to leaving the community. 
 
Under any of the following circumstances, Remotes requires that the Customer 
obtain the approval of the Electrical Safety Authority prior to Remotes 
Reconnecting the service: 

 
(a) where Remotes has reason to believe that the wiring may have been damaged 

or altered ; 
(b) service has been Disconnected for modification of Customer wiring; 
(c) service has been Disconnected for a period of six months or longer; or  
(d) where the service was Disconnected as a result of an adverse affect on the  

reliability and safety of the Distribution System; or 
(e) where it is a requirement of the Electrical Safety Code. 

2.2.5 Disconnection and Reconnection Related Charges 
 

a) Disconnection for Non Payment 
 
A collection charge shall apply in cases where it is necessary for Remotes to make 
a trip to the Customer’s premises to collect payment for an overdue account, 
Disconnect service, install a load limiter, or Reconnect service.  
 
If Reconnection takes place during a community collection trip or regularly 
scheduled trip, a Reconnection charge will be applied.  
 
If a special trip to Reconnect a customer is required, the customer shall pay the 
actual costs for the special trip. 
 
b) Unauthorized Energy Use 
 
If Remotes has Disconnected a Customer for causes including energy diversion, 
fraud or abuse on the part of the customer, such service shall not be Reconnected 
until the Customer rectifies the condition and pays all uncollected charges, 
including late payment charges as determined by Remotes and costs incurred by 
Remotes arising from unauthorized energy use, including inspections and repair 
costs, and the cost of Disconnection and Reconnection.   
 
 
c) Service Cancellation 
 
Where a Customer requests a service cancellation, Remotes will remove certain 
delivery equipment, such as power lines, transformers and meter.  If Reconnection 
is requested, the Customer will incur a cost to reinstall appropriate delivery 
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equipment and shall follow the steps and processes for new connections set out in 
these Conditions of Service.  

2.3 Conveyance of Electricity 

2.3.1 Limitations on the Guarantee of Supply 
 

Remotes will endeavour to use reasonable diligence in providing a regular and 
uninterrupted supply of electricity, but does not guarantee a constant supply or the 
maintenance of unvaried voltage and will not be liable in damages to the 
Customer by reason of any failure in respect thereof. 
 
Customers requiring a higher degree of security than that of normal supply are 
responsible to provide their own back-up or standby facilities.  Customers may 
require special protective equipment, which is subject to the approval of Remotes, 
at their premises to minimize the effect of momentary power interruptions. 

2.3.2 Power Quality  
 
Remotes shall follow Good Utility Practices in terms of its guidelines and 
standards where applicable but will not guarantee an unvaried voltage or 
frequency.  

2.3.2.1 Power Quality Inquiries 
 
Remotes maintains a 24 hour call answer service for the purpose of receiving 
inquiries from Customers regarding power interruptions, power quality incidents, 
and incidents related to the integrity or safety of its Distribution System.  
 
For Customer power quality inquiries other than interruptions, including 
substandard voltage conditions, or other power disturbances, the initial response 
time will vary depending on the nature of the complaint. 
 
If after an initial investigation, the power quality issue remains unresolved, and it 
is determined that further detailed engineering study is required, Remotes shall 
advise the Customer of an intended course of action. If through an initial 
assessment, or subsequent detailed investigation, it is determined that the source 
of a power quality complaint is being caused by the Customer’s own equipment, 
then Remotes may charge the Customer all or a portion of the costs of carrying 
out the investigation. 

2.3.2.1 Interruption of Supply 
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Remotes reserves the right to interrupt the supply of electricity in response to a 
shortage of supply or in order to inspect, maintain, repair, alter, remove, replace 
or Disconnect wires or other facilities used to Distribute electricity.  Remotes will 
endeavor to provide as much notice as possible, but at least twenty-four (24) 
hours’ notice.  Notice is provided through the media, the Band Office (where 
applicable) and through posters. Remotes may, but is not obligated to, notify 
affected Customers in advance of planned power interruptions and has the right to 
interrupt without notice. In emergencies, Remotes will not provide prior 
notification of an interruption.  

2.3.3 Electrical Disturbances 

2.3.3.1 Customer Responsibilities 
 
In general, Customers are expected to operate their electrical equipment in such a 
manner as to not cause any unacceptable voltage fluctuations, voltage unbalance, 
harmonics, or other disturbances that could negatively impact other Customers 
connected to the Distribution System, or Remotes Facilities and Equipment.    
 
If it is determined that unacceptable conditions are being caused by any 
Customer-owned equipment, then the owner of such equipment will be expected 
to take appropriate remedial action to correct the condition.  Depending on the 
severity of the supply condition, Remotes may require that such equipment be 
Disconnected from the Distribution System until corrective measures can be 
taken. 
 
Remotes' standards and guidelines for various electrical disturbances are as 
described below: 

2.3.3.2 Voltage and Current Harmonics  
 

Remotes will follow Good Utility Practice for establishing limits on harmonic 
current emissions and voltage distortions.  The Customer shall ensure that the 
equipment at their facility does not generate harmonic currents that exceed 
acceptable industry practices.  

2.3.3.3 Voltage Fluctuations and Flicker 
 
Voltage fluctuations will normally be within the limits of the Remotes voltage 
flicker curve, which is based on the GE Borderline of irritability for incandescent 
lighting.  

2.3.3.4 Frequency Fluctuations  
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In general, the frequency of AC power on the Remotes Distribution System will 
be dictated by the supply frequency of the Distribution System. However because 
of the significantly larger ratio of large community loads to typical diesel 
generation capacity in remote communities some variations are to be expected. 
Remotes will follow Good Utility Practice to minimize the magnitude and extent 
of frequency fluctuations by limiting the allowable size of a single load to connect 
to the system. All proposed connections of motors/inductive loads 400 amps and 
higher must be reviewed compared to generation station capacity since these 
motors must be less than 5% of the smallest diesel generator’s capacity. Any 
motors that are larger than 5% will require some form of reduced voltage start to 
prevent any adverse effects on other customers. Engineered drawings are to be 
provided to Remotes of all major loads prior to connection approval. 

2.3.3.5 Over-voltages  
 
In general, Remotes will follow Good Utility Practice to minimize the magnitude 
and extent of such short-term over-voltages. 

2.3.4 Standard Voltage Offerings 
 

Remotes will supply standard voltages only.  The Customer will supply 
transformation for all other voltages required. 
 
Standard secondary voltages are: 

 
(a) Single Phase – 120/240 volt 3 wire; 
(b) Three Phase – 120/308 volt 4 wire or 347/600 volt 4 wire  

2.3.4.1 Primary Voltages 
 
Remotes shall provide or extend only one Primary Voltage to service a connection 
or development, unless additional Primary Voltage is already present or the 
development cannot be effectively fed from the existing supply.  Customers 
requesting a Primary Service should contact Remotes to determine the voltage 
available at the particular location. 
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2.3.5 Voltage Guidelines 
Standard operating conditions are: 

 
Standard Voltages Table 1 
 
Nominal 
System 
Voltages 

Recommended Voltage Variation Limits for Circuits up to 1000 volts, 
at the Service Entrance. 
Extreme 
Operating 
Conditions 

 
Normal Operating Conditions 

Extreme 
Operating 
Conditions 

Single Phase 
120/240 
240 

 
108/216 
212 

 
110/220 
220 

 
125/250 
250 

 
127/264 
264 

Three Phase     
4 –Wire 
120/208Y 
346/600Y 

 
 
108/187 
311/540 

 
 
112/194 
318/550 

 
 
125/216 
360/625 

 
 
132/229 
381/660 

 
These voltage guidelines relate to long term steady state levels and do not include 
short term or transient disturbances. 

2.3.6 Back-up Generators 
 
Customers with portable or permanently connected Emergency generation 
capability shall comply with all the applicable criteria of the Ontario Electrical 
Safety Code and in particular, shall ensure that the Customer Emergency 
generation does not back feed on the Distribution System. 
 
Customers with permanently connected Emergency generation equipment shall 
notify Remotes regarding the presence of such equipment.  

2.3.7 Metering  
 
For Retail settlement and billing purposes, Remotes shall provide, install, own 
and maintain a Meter Installation for all Customers.  
 
The type of metering will be based on the Customer’s Rate class, energy 
consumption and peak load.  The security and accuracy of metering will be 
maintained under regulations and standards established by Measurement Canada 
and Remotes.  

2.3.7.1 Single Phase – Secondary Metered 
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For new Secondary Metered connections, metering shall be based on estimated 
load.   Customers who are estimated to have an average monthly peak load under 
50 kW shall be metered on kilowatt-hours (“kWh”) only.   Customers estimated 
to have an average monthly peak load over 50 kW shall be metered on monthly 
kW as well as kWh. 
 
For existing Customers, metering shall be based on the actual average monthly 
peak load for the previous year.   Customers with an average monthly peak load, 
in the previous year, under 50kW shall be based on kWh.   Customers that had an 
average monthly peak load, in the previous year, over 50 kW shall be metered on 
monthly kW demand as well as kWh.  

2.3.7.2 Three Phase – Secondary Metered 
 
All Three Phase Customers will be metered for energy usage in kWh and for 
peak monthly kW demand and/or monthly peak kVA depending on the peak load 
and power factor.   

2.3.7.3 Central Metered Services 
 
Remotes, in its discretion, may supply a Single-Phase Customer with a central 
metering service to two or more buildings.  If Remotes chooses to do so, the 
Customer shall: 

 
(a) pay the cost of the central metering; 
(b) comply strictly with the Electrical Safety Code and Remotes Remote 

Communities’ Distribution Standards; 
(c) have an appropriately sized main Disconnect and equipment for each service 

connected to the central metering service; and  
(d) supply and install, at its own expense, all conductors, poles, and underground 

conductors, as required.  
 

The maximum number of services to be connected at the central metering point 
is four. Additional services must be connected downstream of the central 
metering point.  

2.3.7.4 Primary Metered Services 
 
When a Customer requests a primary metered service (connected at the primary 
voltage level), the Customer shall install, own, and maintain, at its own expense, 
the entire distribution system required downstream from the metering point which 
includes conductors, poles, and transformation.  
 
When secondary metering is not practical to meter the Customer’s load, Remotes 
will provide the primary metering at cost.  If secondary metering is practical, the 
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Customer will pay Remotes the cost of supplying and installing the primary 
metering and secondary metering. Secondary metering is considered practical 
when the Customer’s entire load can be metered on the secondary side of the 
transformation. 

2.3.7.5 Travel Trailer, Public and Private Camping Parks   
 
The park authority/owner will provide, own, and maintain all Distribution 
facilities, including transformers and individual metering as desired, within the 
park boundary.  Such facilities will be subject to the approval of the Electrical 
Safety Authority.  All electricity supplied for park services will be combined and 
billed under one General Service account.   

 
Remotes will determine the type of metering required. If secondary metering is 
not practical, a primary metering service will be required at or near the park 
property limit. When primary metering is required, the customer will install, own, 
and maintain the entire distribution system beyond the metering point, which will 
include poles, conductors, transformers and all other electrical equipment. A 
transformation allowance will be applied to the customer’s energy bill. 

2.3.7.6 Location of Metering   
 
As determined by the layout, the Electrical Safety Code, the Ontario Building 
Code and Remotes, the meter(s) will be located on the exterior of the building: 

 
(a) on the front side of the building facing the street or roadway; 
(b) on the side of the building, not more than 3 metres from the front facing the 

street or roadway. 
 

For metering installed on poles, the pole will be owned and installed by the 
Customer. 

2.3.7.7 General 
 
Remotes shall, at all reasonable hours, have the right to inspect, repair, replace 
and remove any part of the metering installation and have free access to the 
premises for that purpose. 

2.3.7.8 Current Transformer Boxes  
 

Customers are responsible for supplying, owning, and maintaining meter bases, 
except for Complex Metered Three Phase services where Remotes requires and 
supplies at no charge a “P” base enclosure. For services requiring additional 
metering such as instrument transformers, the Customer is required to supply and 
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install the following, all of which has to be approved by the Electrical Safety 
Authority and Remotes:   
 
(a) instrument transformer enclosures with a minimum dimension of 90cm x 

90cm x 30cm; 
(b) all required conduit as specified by Remotes; and 
(c)  where appropriate a self contained 400 amp meter base complete with a 400 

amp current transformer. Remotes will provide the Customer with an 
allowance for the cost of the current transformer.  

 
For Central Metering services, a current transformer enclosure is not required; 
however, Remotes can supply and install the conduit and meter base for the 
Customer for a charge.  

2.3.7.9 Meter Reading 
 
Remotes shall, at all reasonable hours, have the right to read, inspect, repair, 
replace and remove any part of the metering installation and have free access to 
the premises for that purpose. 
 
If unable to access the premises, Remotes shall attempt to arrange access to the 
premises at a time convenient for both Remotes and the Customer.  At its 
discretion, Remotes may elect to have the meter read by the Customer, and the 
results provided to Remotes   
 
If the Customer does not accommodate Remotes’ request for meter reading or 
access, the Customer shall be informed in writing of their obligation to contact 
Remotes and arrange appropriate access to the meters, or provide Remotes with 
the requested meter readings.  
 
In order to ensure accurate billing and proper operation, Remotes needs to read 
and visually inspect the meter annually.  In the event that Remotes cannot 
access the meter for this purpose after the Customer has been contacted several 
times, Remotes reserves the right to demand a relocation of the meter at the 
Customer’s expense.  If the situation is not rectified, Remotes may ultimately 
Disconnect the Customer. 

2.3.7.10 Final Meter Reading 
 

When a final meter reading is required for billing purposes, the Customer shall 
provide Remotes with at least five business days notice of the date the billing is 
to be discontinued so that Remotes can obtain a final meter reading as close as 
possible to the required date.  The Customer shall provide access to Remotes for 
this purpose.  If access is not obtained, and a final meter reading is not possible, 
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the Customer shall pay a sum based on estimated electricity used since the last 
meter reading.   

2.3.7.11 Faulty Registration of Meters 
 

The security and accuracy of metering is governed by the federal Electricity and 
Gas Inspection Act and associated Regulations, under the jurisdiction of 
Measurement Canada.  Remotes’ meters are required to comply with the 
accuracy specifications established by the Regulations made under that Act. 
 
Remotes is responsible for advising the Customer of any meter error of which it 
becomes aware and its magnitude and of his or her rights and obligations under 
the Electricity and Gas Inspection Act (Canada). Remotes is also responsible for 
subsequently settling actual payment differences with the Customer. 

 
In the event of incorrect electricity usage registration, Remotes will rectify 
billing errors on the following basis: 

2.3.7.12  Overbilling 
 
Where a billing error, from any cause, has resulted in a Customer being over 
billed, and where Measurement Canada has not become involved in the dispute, 
Remotes shall credit the Customer with the amount erroneously billed. The 
credit Remotes remits shall be the amount erroneously billed for up to a two-
year period from the date that Remotes is notified of the problem.  
 
Where the billing error is not the result of Remotes’ standard billing practices, 
i.e., estimated meter reads, Remotes shall pay interest on the amount credited to 
the relevant party equal to the prime rate charged by Remotes’ bank. 

2.3.7.13  Underbilling 
 
Where a billing error, from any cause, has resulted in a Customer being under 
billed, and where Measurement Canada has not become involved in the dispute, 
Remotes shall charge the Customer with the amount not previously billed. In the 
case of a residential Customer who is not responsible for the error, the allowable 
period of time for which the Customer may be charged is two years.  For non-
residential Customers or for instances of willful damage, the relevant time 
period is the duration of the defect. 

2.3.7.14  Meter Dispute Testing 
 

Measurement Canada has jurisdiction, under the federal Electricity and Gas 
Inspection Act, in a dispute between Remotes and its Customer where the 
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condition or registration of a meter or metering installation is in question. 
Remotes will inform Customers of the assistance provided by Measurement 
Canada in dispute investigations. 
 
If the services of Measurement Canada are requested by the Customer to resolve 
the issue, Remotes will charge the Customer for the costs of processing the 
application to Measurement Canada and removing and transporting the meter to 
a testing location. If the dispute is substantiated by Measurement Canada and the 
resolution is in the favour of the Customer, the costs will not be recovered from 
the Customer. 

2.4 Rates and Charges  
 
The Ontario Energy Board approves the Rates Remotes charges for each Rate 
classification.  The Ontario Energy Board also approves all the Miscellaneous 
Distribution Charges that Remotes levies. 
 
The main Rate classifications are year-round residential, seasonal-residential, 
General Service, street lighting, Road Rail Residential, Air Access Residential, 
Road Rail General Service and Air Access General Service. 
 
To assign a Customer to the appropriate Rate classification, Remotes considers 
the nature and use of the Customer’s electricity service.   
 
The OEB approved Rates and charges are as set out in the Schedule of Rates 
available from Remotes upon request. Notice of Rate Changes shall be mailed to 
all Customers with the first bills issued using the revised Rates. 

 

2.4.1 Service Connection 
 

Remote Communities charges customers the Actual Cost of the connection to 
connect to its distribution system.   

2.4.2 Energy Supply 
 

Remotes’ rates combine the charges for all the electrical services (generation and 
distribution)  

2.4.3 Deposits 
 

Whenever required by Remotes, including but not limited to, as a condition of 
supplying or continuing to supply Distribution Services, the Customer shall 
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provide and maintain security in an amount that Remotes deems necessary and 
reasonable. 
 
Remotes will request account security deposits from all applicants for service who 
do not have a good payment history.  For new customers, Remotes will request 
account security deposits unless a credit check shows that the applicant is an 
acceptable credit risk or the applicant can provide a reference letter from a prior 
utility attesting to a good payment history.    
 
For residential customers, a good payment history is defined as: 
1) The customer does not owe arrears on another  Remotes’ account and 
2) The customer has been served by Remotes within the previous six months and 

has no more than 1 Disconnection notice; no more than one NSF cheque 
and/or no collection/Disconnection charges over the last twelve month period 
of service; or 

3) During search of the consumer credit database (with customer’s permission), 
the customer is matched with a file and is deemed an acceptable credit risk; or 

4) The customer can provide a reference letter from a prior utility that attests to a 
good payment history. 

. 
For General Service customers, a good payment history exists when 
 
1) The applicant does not owe arrears on another Remotes account; and 
2) The applicant has been served by Remotes within the previous six months and 

has no more than 1 Disconnection notice, no more than one NSF cheque 
and/or no collection/Disconnection charges over the last 5 year period of 
service; or 

3) During a search of the consumer credit database (with the applicant’s  
permission), the applicant is matched with a file and is deemed an acceptable 
credit risk; or 

4) The applicant can provide a reference letter from a prior utility that shows a 
good payment history for a 5 year period. 

Remotes will collect a security deposit from Customers who have been identified 
to have a poor credit history.  
 
In the event that Remotes applies all or part of a security deposit to offset amounts 
owing by a residential Customer, Hydro One may require the Customer to repay 
the amount of the security deposit that was so applied.  
 
Account security deposits must be in the form of (i) cash or cheque; or (ii) an 
irrevocable letter of credit from a Chartered Canadian Bank or Credit Union. 
Remotes will not accept third party guarantees. 
 

 Account security deposit levels will be in an amount to cover Remotes’ exposure 
and based on billing frequency and payment cycle/period.  Billing Cycle Factors 
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shall be 2.5 for monthly-billed customers, 1.75 for bi-monthly billed Customers 
and 1.5 for quarterly-billed customers.  
 
Account security deposit levels for new Customers or Customers who have no 
payment history with Remotes shall be determined based on average monthly 
electricity consumption for similar Customers.  Applicants may pay the security 
deposit in equal installments over 4 months or in a shorter time frame at the 
applicants’ discretion. 
 
Remotes will review security deposits at least once each calendar year to 
determine whether the entire amount is to be returned to the Customers. Refund of 
account security on residential accounts occurs when a satisfactory payment 
record is demonstrated over 12 consecutive months.  For all other accounts, the 
account security deposit will be held until a satisfactory payment record is 
demonstrated over 5 years.  When a residential or other Customer account is 
terminated, the security amount will be credited on the Customer’s final bill and 
any surplus will be refunded by cheque.   
 
Interest on cash security deposits shall accrue monthly commencing on the receipt 
of the total deposit required. The interest rate shall be at the prime business rate, 
as indicated on the Bank of Canada Web site, less two (2) per cent, updated 
quarterly, to a minimum of zero per cent. The interest will be credited on the 
Customer’s bill on a quarterly basis.   

2.4.4.   Billing 
 
In this section 2.4.4, references to monthly, quarterly, and annually are notional 
and approximate time periods only.  They are not to be construed as calendar-
based time periods. 

2.4.4.1 Billing Frequency  
 
Depending on Rate classification, Customers are billed on a monthly or quarterly 
frequency. 

2.4.4.2 Meter Read Frequency 
 
Remotes reads meters on a monthly, quarterly, or annual frequency, depending on 
Rate classification.  Where Remotes is unable to obtain a meter reading, for any 
reason, the customer may be requested to provide a meter reading. 

2.4.4.3 Use of Estimates 
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In months where a bill is issued, but no reading is obtained, Remotes estimates 
usage in order to determine billing quantities. The estimate is based on historical 
usage for the premises, or a pre-determined quantity if there is no historical usage 
information available. 
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2.4.4.4 Budget Billing Plan 
 
A budget billing plan is available to all Customers.  To help smooth electricity 
costs over the year, the plan bills an equal portion of the previous year’s charges 
per bill period then reconciles the balance owing in the anniversary month.  
Adjustments may be made to the regular budget bill amount due to Rate or usage 
changes.  

2.4.5 Payments and Overdue Account Interest Charges 

2.4.5.1 Payment Options   
 
Customers may pay their electricity bills using any of the following methods: 
cheque or money order mailed with the remittance stub portion of the bill to 
Remotes at the address on the stub; in person at most Canadian financial 
institutions; through automated banking machines, telebanking or Internet bill 
payment services as offered through their financial institution.  All payments 
should be in Canadian dollars. 
 
Remotes also offers electronic fund transfers/pre-authorized payments. 

2.4.5.2 Late Payment Charges 
 
Bills are due on the billing date.  A late payment charge is applied and shall be 
paid by the Customer if payment is not received within nineteen (19) days of the 
billing date.  Remotes provides customers with a 16-day payment period, plus 3 
days for the bill to be sent.  The required payment date printed on the bill is set 19 
days after the billing date.  When a required payment date is a weekend or 
holiday, the payment will be required on the next business day.   
 
Remotes’ late payment charge is set at 1.5 per cent compounded monthly (19.56 
per cent per annum). Late payments are calculated from the billing date to the 
date the next bill is issued. Where a partial payment has been made within 
nineteen (19) days of the billing date, the late payment charge will apply only to 
the amount of the bill outstanding after deducting the partial payments.   
 
An allowance of three (3) days is provided after the required payment date, to 
allow for payment receipt by mail.   
 
Customers who are on electronic funds transfer/pre-authorized payment will have 
their payment amount automatically withdrawn from their designated bank 



Conditions of Service 

 

 36 

account on the 19th day after the billing date.  The withdrawal date and amount is 
clearly indicated on each bill.  

2.4.5.3 Allocation of Payments 
 

Any payments received will be applied to the total outstanding balance of the 
electricity account.  An outstanding balance could include the billed amounts, 
security deposits, late payment or other charges.  Payment cannot be directed to 
specific portions of the outstanding balance.  

2.5 Customer Information  
 

Remotes shall not disclose specific information about a Customer unless the 
release of information has been authorized by that particular Customer or unless 
necessary for compliance with any Board approved Code or standard. 

 
Remotes shall not disclose Customer information to a third party without the 
consent of the Customer in writing, except where Customer information is 
required to be disclosed, as follows: 
 
(a) for billing purposes; 
(b) for law enforcement purposes; 
(c) for the purpose of complying with a legal requirement; or, 
(d) for the processing of past due accounts. 
 
Customers have the obligation to provide Remotes with information that is true, 
complete, and correct.  The information is used to provide Customer service, 
deliver and/or supply energy, manage Customer accounts and assess credit history 
regarding the need for account security. Remotes may verify the accuracy of all 
information provided and may obtain additional credit information from a credit-
reporting agency as required. 

2.5.1 Provision of Current Usage Data to Customers  
 

Customers with cumulative volume and Demand Meters shall receive their 
current usage data on their electricity bill from Remotes. 

 
3.0 CUSTOMER CLASS SPECIFIC 

3.1 Non Standard ‘A’   
 

Under Section 79 of the Ontario Energy Board Act, 1998 and associated 
Regulations, non-government customers within Remotes’ service territory are 
eligible to receive Remote and Rural Rate Protection.   
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3.1.1 Year Round Residential R2 

This Customer Rate classification refers to a residential service that is the 
principal residence of the Customer.  This classification may include additional 
buildings served through the same meter, provided they are not rental income 
units.  To be classified as year round residential, all of the following criteria must 
be met: 

 
(a) Occupants must state that this is their principle residence for purposes of the 

Income Tax Act; 
(b) the occupant must live in this residence for at least 8 continuous months of the 

year; 
(c) the address of this residence must appear on the occupant’s electric bill, 

driver’s licence, credit card invoice, property tax bill, etc; 
(d) occupants who are eligible to vote in Provincial or Federal elections must be 

enumerated for this purpose at the address of this residence. 
 
Seasonal Residential R4 

 
This Rate classification is comprised of any residential service not meeting the 
year-round residential criteria.  As such, the seasonal residential class includes 
cottages, chalets, and camps. 

3.2 Non Standard ‘A’ General Service 
 

This Rate classification is applicable to any service that does not fit the 
description of the year-round residential or seasonal residential.  Generally, it is 
comprised of commercial, administrative, recreational, and auxiliary services.  It 
includes a combination of services where a variety of uses are made of the service 
by the owner of one property, and all multiple services except residential. 

3.2.1 General Service, Single Phase G1 
 
This classification is applicable to General Service Single Phase Customers. 

3.2.2 General Service, Three Phase G3  
 
This classification is applicable to General Service Three Phase Customers. 

3.3 General Service over 50 kW 
 

Customers estimated to have an average monthly peak load over 50 kW shall be 
metered on monthly kW as well as kWh. 
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3.4 Unmetered Connections   
 

There are instances where connections can be provided without metering. These 
loads are generally small in size and consistent in magnitude of load. Remotes 
reserves the right to review all cases and may request a meter be installed at its 
sole discretion. 
 
All unmetered connections fall under the General Service or Lights Rate 
classifications. 
 

3.4 Street Lighting   
 
The energy consumption for street lights is estimated based on Network’s profile 
for street lighting load, which provides the amount of time each month that the 
street lights are operating. Streetlight charges include: 
 
(a) An energy charge based on installed load, at a Rate approved annually 

(Dollars per kWh x # of fixtures x billing); 
(b) A pole rental charge approved annually, when the light is attached to a 

Remotes pole. 
 
Remotes must approve the location of new lighting installations on its line poles 
and the streetlight owner must enter into an agreement to use such poles.  
Remotes will make the electrical service connection of all streetlights to the 
Distribution System.   

3.5 Standard ‘A’ Service 
 
Standard ‘A’ rates are applicable to all accounts paid directly or indirectly out of 
Federal and/or Provincial government revenue. 

Exceptions to these are: 

• Canada Post Corporation, the Services Corporation or a subsidiary of the 
Services Corporation; 

• Social housing;  

• A library; 

• A recreational or sports facility;  

• Radio, television or cable television facility. 
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Any Standard ‘A’ account may be reclassified as General Service, Residential 
Year-Round or Residential-Seasonal at any time.  To reclassify a Standard ‘A’ 
account, a letter from the accountable Federal and/or Provincial Government 
agency must be provided to Remotes stating that the account does not receive any 
direct and/or indirect funding of a continuous nature.   

An alternative to this letter would be a declaration from a Director of the 
organization stating that the organization receives no funding.  This declaration 
must be accompanied by an audited statement, which includes the funding source.  

An example of direct funding is an MTO account paid directly by MTO.   

An example of indirect funding is a First Nation School account paid by a First 
Nation through funding by Aboriginal Affairs and Northern Development 
Canada. 

3.5.1 Standard ‘A’ Residential Road/Rail 
 
This classification is applicable to residential customers in communities that are 
accessible by a year-round road or by rail. 

3.5.2 Standard ‘A’ Residential Air Access 
 
This classification is applicable to residential customers in communities that are 
not accessible by a year-round road or by rail.   

3.5.3 Standard ‘A’ General Service Road Rail 
 
This classification applies to all non-residential Standard ‘A’ customers in 
communities that are accessible by a year-round road or by rail. 

3.5.4 Standard ‘A’ General Service Air Access 
 
This classification applies to all non-residential Standard ‘A’ customers in 
communities that are not accessible by a year-round road or by rail.  

 
4.0 GLOSSARY OF TERMS 

 
“Act” means the Ontario Energy Board Act, 1988, S.O. 1998, C. 15, Schedule B; 
 
“Actual Cost” means Remotes’ charge for equipment, labour and materials at 
Remotes’ standard rates plus Remotes’ standard overheads and interest thereon; 
 
“Affiliate Relationships Code” means the code, approved by the Board and in 
effect at the relevant time, which among other things, establishes the standards 
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and conditions for the interaction between electricity distributors or transmitters 
and their respective affiliated companies; 
 
“Applicable Laws” means any and all Applicable Laws, including environmental 
laws, statutes, codes, licensing requirements, treaties, directives, rules, 
regulations, protocols, policies, by-laws, orders, injunctions, rulings, awards, 
judgments, or decree or any requirements or decision or agreement with or by any 
governmental or governmental department, commission, board, court authority or 
agency; 
 
“Board” means the Ontario Energy Board; 
 
“Code” means the Distribution System Code; 
 
“Complex Metering Installation” means a metering installation where instrument 
transformers, test blocks, recorders, pulse duplicators and multiple meters may be 
employed; 
 
“connection” means the process of installing and activating connection assets in 
order to Distribute electricity to a Customer; 
 
“connection applicant” means the person or entity applying for a connection 
either on the person or entity’s own behalf or on behalf of another person; 
  
“Customer” means a person who is connected to the Distribution System. If an 
account is opened in more than one person’s name, all such persons are 
Customers and are jointly and severally responsible for compliance with these 
Conditions of Service and to pay the Rates and charges in accordance with these 
Conditions of Service;  
 
“Customer Equipment” means all electrical and mechanical equipment used by 
the Customer and does not include any Remotes Facilities and Equipment; 
 
“Demand Billed Customer” means a demand metered customer with average 
monthly peak demand greater than 50 kWs over 12-months that is ready monthly 
and billed on kW demand as well as kWh-hour energy; 
 
“Demand Meter” means a meter that measures a Customer’s peak usage during a 
specified period of time; 
 
“Demarcation Point” means the physical location at which Remotes responsibility 
for operational control and ownership of Distribution equipment including 
connection assets ends at the Customer; 
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“Disconnection” means a deactivation of connection assets that results in 
cessation of Distribution Services to a Customer; 
 
“Distribute” or “Distribution” means with respect to electricity, means to convey 
electricity at voltages of 50 kV or less; 
 
“Distribution Losses” means energy losses that result from the interaction of 
intrinsic characteristics of the Distribution network such as electrical resistance 
with network voltages and current flows; 
 
“Distribution Loss Factor” means the factor(s) by which metered loads must be 
multiplied such that when summed it equals the total measured load at the supply 
point(s) to the Distribution System; 
 
“Distribution Services” means services related to the Distribution of electricity 
and the services the Board has required distributors to carry out, for which a 
charge or Rate has been approved by the Board under Section 78 of the Act; 
 
“Distribution System” means Remotes’ system for distributing electricity, and 
includes any structures, equipment or other things used for that purpose.  The 
Distribution System is comprised of the main system capable of distributing 
electricity to many Customers and the connection assets used to connect a 
Customer to the main Distribution Systems; 
 
“Distribution System Code” means the code, approved by the Board, and in effect 
at the relevant time, which, among other things, establishes the obligations of a 
distributor with respect to the services and terms of service to be offered to 
Customers and provides minimum technical operating standards of Distribution 
System; 
 
“Electricity Act” means the Electricity Act, 1998, S.O. 1998, C.15, Schedule A; 
 
“Electrical Safety Authority” or “ESA” means the person or body designated 
under the Electricity Act Regulations as the Electrical Safety Authority; 
 
“Emergency” means any abnormal system condition that requires remedial action 
to prevent or limit loss of a Distribution System or supply of electricity that could 
adversely affect the reliability of the electricity system; 
 
 “Enhancement” means a modification to the existing Distribution System that is 
made for purposes of improving system operating characterizes such as reliability 
of power quality or for relieving system capacity constraints resulting, for 
example, from general load growth; 
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“Expansion” means an addition to the Distribution System in response to a 
request for additional Customer connections that otherwise could not be made; 
 
“Force Majeure Event” shall be deemed to be a cause reasonably beyond the 
control of the party whose inability as aforesaid is involved such as, but without 
limitation to, strike of that party’s employees, damage or destruction by the 
elements, accident to the works of that party, fire explosion, war on the Queen’s 
enemies, legal act of the public authorities, insurrection, act of God or inability to 
obtain essential services or to transport materials, products or equipment because 
of the effect of similar causes on that party’s suppliers or carriers; 
 
 “Non Standard ‘A’ General Service” means the rate classification applicable to 
any Non Standard ‘A’ service that does not fit the description of the residential 
classes.  Generally, it is comprised of commercial, administrative, auxiliary and 
recreational-type services.  It includes combination-type services where the owner 
of one property makes a variety of uses of the service, and all multiple services, 
except residential; 
 
 “Good Utility Practice” means any of the practices, methods and acts engaged in 
or approved by a significant portion of the electric utility industry in North 
America during the relevant time period, or any of the practices, methods and acts 
which in the exercise of reasonable judgment in light of the facts known at the 
time the decision was made, could have been expected to accomplish the desired 
result at a reasonable cost consistent with good practices, reliability, safety, and 
expedition.  Good Utility Practice is not intended to be limited to the optimum 
practice, method, or act to the exclusion of all others, but rather to be acceptable 
practices, methods, or acts generally accepted in North America; 
 
“Remotes Facilities and Equipment” means Remotes’s meters, wires, poles, 
cables, transformers, any other structures, equipment, all other appliances and 
equipment or other things used for Distributing electricity;  
 
“Lies Along” means a Customer property or parcel of land that is directly 
adjacent to or abuts onto the public road allowance where Remotes has Remotes 
Facilities and Equipment of the appropriate voltage and capacity; 
 
“Measurement Canada” means the Special Operating Agency established in 
August 1996 by the Electricity and Gas Inspection Act, 1980-81-82-83, C.87 and 
Electricity and Gas Inspection Regulations (SOR/86-131); 
 
“Meter Installation” means the meter and, if so equipped, the instrument 
transformers, wiring, test links, fuses, lamps, loss of potential alarms, meters, data 
recorders, telecommunication equipment and spin-off data facilities installed to 
measure power past a meter point, provide remote access to the metered data and 
monitor the condition of the installed equipment; 
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“Metering Services” means installation, testing, reading, and maintenance of 
meters; 
 
 “Monthly Billing” means a notional 30 day month for billing cycle, not a 
calendar month; 
 
 “Multiple Residential Properties” means a property, which provides separate 
living accommodation for two or more families.  It does not include properties 
used for short-term occupancy such as hotels, motels, etc; 
 
“Ontario Energy Board Act” means the Ontario Energy Board Act, 1998, S.O. 
1998, C.15, Schedule B; 
 
“Primary Service” means a connection directly to Remotes’s Primary Facilities.  
Customer owns all conductor, supports and civil works located on their property;  
 
“Property” means any property owned or used by a Customer or a third party and 
does not include any public street or highway;  
 
“Rate” means any Rate, charge or other consideration, and includes a penalty for 
late payment; 
 
“Rate Handbook” means the document approved by the Board that outlines the 
regulatory mechanisms that will be applied in the setting of distributor Rates; 
  
“Regulations” means the Regulations made under the Act or the Electricity Act; 
 
 “Secondary Service” means a connection to the low voltage side of Remotes’s 
transformer located on the Distribution System.  Remotes may own the conductor 
and the Customer always owns all supports and civil works on the Customer’s 
property; 
 
“Single Phase” means a system that supplies a single alternating current voltage 
supply; 
 
“Three Phase” means a system having three distinct alternating current voltages 
120 degrees between each voltage; 
 
“Unaccounted for Energy” means all energy losses that cannot be attributed to 
Distribution losses.  These include measurement error, errors in estimates of 
Distribution losses and Unmetered Loads, energy theft and non-attributable 
billing errors; 
 



Conditions of Service 

 

 44 

“Unmetered Loads” means electricity consumption that is not metered and is 
billed based on estimated usage. 
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TARIFF OF RATES AND CHARGES  2 
Effective May 1, 2013 3 

 4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 

APPLICATION  8 
 9 
- The application of these rates and charges shall be in accordance with the Licence of the Distributor and 10 
any Codes, Guidelines or Orders of the Board, and amendments thereto as approved by the Board, which 11 
may be applicable to the administration of this schedule.  12 
- No rates and charges for the generation, transmission and/or distribution of electricity and charges to meet 13 
the costs of any work or service done or furnished for the purpose of the generation, transmission and/or 14 
distribution of electricity shall be made except as permitted by this schedule, unless required by the 15 
Distributor’s Licence or a Code, Guideline or Order of the Board, and amendments thereto as approved by 16 
the Board, or as specified herein. 17 
 18 
Effective Dates 19 
 20 
RATES – May 1, 2013 for all consumption or deemed consumption service used on or after that date 21 
 22 
MISCELLANEOUS CHARGES – May 1, 2013 for all charges billed to customers on or after that date  23 
 24 
SERVICE CLASSIFICATIONS  25 
 26 
Non Standard A Residential  27 
Year-Round Residential - R2  28 
This classification refers to a residential service that is the principal residence of the customer. This 29 
classification may include additional buildings served through the same meter, provided they are not rental 30 
income units. To be classed as year round residential, all of the following criteria must be met:  31 
 32 

• Occupants must state that this is their principal residence for purposes of the Income Tax Act;  33 
 34 
• The occupant must live in this residence for at least 8 months of the year;  35 
 36 
• The address of this residence must appear on the occupant’s electric bill, driver’s licence, credit 37 

card invoice, property tax bill, etc.;  38 
 39 
• Occupants who are eligible to vote in Provincial or Federal elections must be enumerated for this 40 

purpose at the address of this residence.  41 
 42 
Seasonal Residential – R4  43 
This classification is comprised of any residential service not meeting the year-round residential criteria. As 44 
such, the seasonal residential class includes cottages, chalets, and camps.  45 
 46 
Non Standard A General Service  47 
This classification is applicable to any service that does not fit the description of the year-round residential or 48 
seasonal residential. Generally, it is comprised of commercial, administrative, recreational, and auxiliary 49 
services. It includes combination of services where a variety of uses are made of the service by the owner of 50 
one property, and all multiple services except residential.  51 
 52 
General Service Single Phase – G1  53 
This classification is applicable to General Service Single Phase customers.  54 
 55 

56 
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This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 
General Service Three Phase – G3  8 
This classification is applicable to General Service Three Phase customers.  9 
 10 
General Service over 50 kW  11 
Customers estimated to have an average monthly peak load over 50 kW shall be metered on monthly kW as 12 
well as kWh.  13 
 14 
Unmetered Scattered Load  15 
This classification applies where connections can be provided without metering. These loads are generally 16 
small in size and consistent in magnitude of load. Remotes reserves the right to review all cases and may 17 
request a meter be installed at its sole discretion. All unmetered connections fall under the General Service 18 
or Lights rate classifications. 19 
 20 
Street Lighting  21 
The energy consumption for street lights is estimated based on Remote’s profile for street lighting load, which provides 22 
the amount of time each month that the street lights are operating. Streetlight charges include:  23 
 24 

• An energy charge based on installed load, at a rate approved annually (Dollars per kWh x # of fixtures x 25 
billing);  26 

 27 
• A pole rental charge approved annually, when the light is attached to a Remotes pole.  28 

 29 
Remotes must approve the location of new lighting installations on its poles and the streetlight owner must enter into an 30 
agreement to use such poles. Remotes will make the electrical service connection of all streetlights to the distribution 31 
system. 32 
 33 
Standard A Service  34 
Standard A rates are applicable to all accounts paid directly or indirectly out of Federal and/or Provincial government 35 
revenue.  36 
Exceptions to these are:  37 
 38 

• Crown Corporations  39 
 40 
• Community Centres/Halls  41 
 42 
• Ice Rinks/Arenas  43 
 44 
• Radio, Televisions and Cable  45 
 46 
• Libraries  47 

 48 
Any Standard A account may be reclassified as General Service, Residential Year-Round or Residential-Seasonal at any 49 
time. To reclassify a Standard A account, a letter from the accountable Federal and/or Provincial Government agency 50 
must be provided to Remotes stating that the account does not receive any direct and/or indirect funding of a continuous 51 
nature. An alternative to this letter would be a declaration from a Director of the organization stating that the organization 52 
receives no funding. This declaration must be accompanied by an audited statement, which includes the funding source. 53 
An example of direct funding is an MTO account paid directly by MTO. An example of indirect funding is a First Nation 54 
School account paid by a First Nation through funding by Indian and Northern Affairs Canada.  55 
 56 
 57 

58 
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 4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 
 8 
microFIT Generator Service Classification 9 
This classification applies to an electricity generation facility contracted under the Ontario Power Authority’s microFIT 10 
program and connected to a Hydro One Remote Community distribution system.   11 
 12 
 13 

 14 

15 
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 4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 

Standard A Residential Road/Rail  8 
This classification is applicable to residential customers in communities that are accessible by a year-round road or by rail.  9 
 10 
Standard A Residential Air Access  11 
This classification is applicable to residential customers in communities that are not accessible by a year-round road or by 12 
rail.  13 
 14 
Standard A General Service Road/Rail  15 
This classification is applicable to all non-residential Standard A customers in communities that are accessible by a year-16 
round road or by rail.  17 
 18 
Standard A General Service Air Access  19 
This classification is applicable to all non-residential Standard A customers in communities that are not accessible by a 20 
year-round road or by rail.  21 
 22 
Standard A Grid-Connected  23 
This classification is applicable to all Standard A customers in communities that are connected to the grid and are not 24 
accessible by a year-round road or by rail.  25 

 26 
MONTHLY RATES AND CHARGES 27 
 28 
Year-Round Residential – R2  29 
 30 
Service Charge          $  18.10 31 
Energy Charge First 1,000 kWh        $/kWh  0.0852 32 
Energy Charge Next 1,500 kWh        $/kWh  0.1136 33 
Energy Charge All Additional kWh        $/kWh  0.1712 34 
 35 
Seasonal Residential – R4  36 
 37 
Service Charge          $  30.58 38 
Energy Charge First 1,000 kWh        $/kWh  0.0852 39 
Energy Charge Next 1,500 kWh        $/kWh  0.1136  40 
Energy Charge All Additional kWh        $/kWh  0.1712 41 
 42 
General Service Single Phase – G1  43 
 44 
Service Charge          $  30.75 45 
Energy Charge First 6,000 kWh        $/kWh  0.0954  46 
Energy Charge Next 7,000 kWh        $/kWh  0.1266 47 
Energy Charge All Additional kWh        $/kWh  0.1712 48 
 49 
General Service Three Phase – G3  50 
 51 
Service Charge          $  38.50 52 
Energy Charge First 25,000 kWh        $/kWh  0.0954 53 
Energy Charge Next 15,000 kWh        $/kWh  0.1266  54 
Energy Charge All Additional kWh        $/kWh  0.1712 55 
 56 
Street Lighting  57 
Energy Charge          $/kWh  0.0946 58 

59 
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 4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 
Standard A Residential Road/Rail  8 
 9 
Energy Charge First 250 kWh         $/kWh  0.5605 10 
Energy Charge All additional kWh        $/kWh  0.6404  11 
 12 
 13 
Standard A Residential Air Access  14 
 15 
Energy Charge First 250 kWh         $/kWh  0.8460 16 
Energy Charge All additional kWh        $/kWh  0.9260 17 
 18 
Standard A General Service Road/Rail  19 
 20 
Energy Charge          $/kWh  0.6404 21 
 22 
Standard A General Service Air Access  23 
 24 
Energy Charge          $/kWh  0.9260 25 
 26 
 27 
Standard A Grid-connected  28 
 29 
Energy Charge          $/kWh  0.2902 30 
 31 
mircoFIT Generator Service Classification      $ 5.25 32 
 33 

34 
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  4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
Specific Service Charges  7 
 8 
Customer Administration  9 
 Arrears Certificate         $  15.00  10 
 Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $  30.00  11 
 Returned Cheque (plus bank charges)      $  15.00  12 
 Meter dispute charge plus Measurement Canada fees (if meter found correct)   $  30.00  13 
 14 
Non-Payment of Account  15 
 Late Payment - per month        %  1.50  16 
 Late Payment - per annum        %  19.56  17 
 Collection/Disconnection/Load Limiter/Reconnection – if in Community    $  65.00 18 
 19 
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Hydro One Remote Communities Inc.  2 

TARIFF OF RATES AND CHARGES  3 
Effective May 1, 2012 4 

This schedule supersedes and replaces all previously 5 
 approved schedules of Rates and Charges 6 

 7 
APPLICATION  8 
 9 
- The application of these rates and charges shall be in accordance with the Licence of the Distributor and 10 
any Codes, Guidelines or Orders of the Board, and amendments thereto as approved by the Board, which 11 
may be applicable to the administration of this schedule.  12 
- No rates and charges for the generation, transmission and/or distribution of electricity and charges to meet 13 
the costs of any work or service done or furnished for the purpose of the generation, transmission and/or 14 
distribution of electricity shall be made except as permitted by this schedule, unless required by the 15 
Distributor’s Licence or a Code, Guideline or Order of the Board, and amendments thereto as approved by 16 
the Board, or as specified herein. 17 
 18 
Effective Dates 19 
 20 
RATES – May 1, 2012 for all consumption or deemed consumption service used on or after that date 21 
 22 
MISCELLANEOUS CHARGES – May 1, 2012 for all charges billed to customers on or after that date  23 
 24 
SERVICE CLASSIFICATIONS  25 
 26 
Non Standard A Residential  27 
Year-Round Residential - R2  28 
This classification refers to a residential service that is the principal residence of the customer. This 29 
classification may include additional buildings served through the same meter, provided they are not rental 30 
income units. To be classed as year round residential, all of the following criteria must be met:  31 
 32 

• Occupants must state that this is their principal residence for purposes of the Income Tax Act;  33 
 34 
• The occupant must live in this residence for at least 8 months of the year;  35 
 36 
• The address of this residence must appear on the occupant’s electric bill, driver’s licence, credit 37 

card invoice, property tax bill, etc.;  38 
 39 
• Occupants who are eligible to vote in Provincial or Federal elections must be enumerated for this 40 

purpose at the address of this residence.  41 
 42 
Seasonal Residential – R4  43 
This classification is comprised of any residential service not meeting the year-round residential criteria. As 44 
such, the seasonal residential class includes cottages, chalets, and camps.  45 
 46 
Non Standard A General Service  47 
This classification is applicable to any service that does not fit the description of the year-round residential or 48 
seasonal residential. Generally, it is comprised of commercial, administrative, recreational, and auxiliary 49 
services. It includes combination of services where a variety of uses are made of the service by the owner of 50 
one property, and all multiple services except residential.  51 
 52 
General Service Single Phase – G1  53 
This classification is applicable to General Service Single Phase customers.  54 
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 7 
General Service Three Phase – G3  8 
This classification is applicable to General Service Three Phase customers.  9 
 10 
General Service over 50 kW  11 
Customers estimated to have an average monthly peak load over 50 kW shall be metered on monthly kW as 12 
well as kWh.  13 
 14 
Unmetered Scattered Load  15 
This classification applies where connections can be provided without metering. These loads are generally 16 
small in size and consistent in magnitude of load. Remotes reserves the right to review all cases and may 17 
request a meter be installed at its sole discretion. All unmetered connections fall under the General Service 18 
or Lights rate classifications. 19 
 20 
Street Lighting  21 
The energy consumption for street lights is estimated based on Remote’s profile for street lighting load, which provides 22 
the amount of time each month that the street lights are operating. Streetlight charges include:  23 
 24 

• An energy charge based on installed load, at a rate approved annually (Dollars per kWh x # of fixtures x 25 
billing);  26 

 27 
• A pole rental charge approved annually, when the light is attached to a Remotes pole.  28 

 29 
Remotes must approve the location of new lighting installations on its poles and the streetlight owner must enter into an 30 
agreement to use such poles. Remotes will make the electrical service connection of all streetlights to the distribution 31 
system. 32 
 33 
Standard A Service  34 
Standard A rates are applicable to all accounts paid directly or indirectly out of Federal and/or Provincial government 35 
revenue.  36 
Exceptions to these are:  37 
 38 

• Crown Corporations  39 
 40 
• Community Centres/Halls  41 
 42 
• Ice Rinks/Arenas  43 
 44 
• Radio, Televisions and Cable  45 
 46 
• Libraries  47 

 48 
Any Standard A account may be reclassified as General Service, Residential Year-Round or Residential-Seasonal at any 49 
time. To reclassify a Standard A account, a letter from the accountable Federal and/or Provincial Government agency 50 
must be provided to Remotes stating that the account does not receive any direct and/or indirect funding of a continuous 51 
nature. An alternative to this letter would be a declaration from a Director of the organization stating that the organization 52 
receives no funding. This declaration must be accompanied by an audited statement, which includes the funding source. 53 
An example of direct funding is an MTO account paid directly by MTO. An example of indirect funding is a First Nation 54 
School account paid by a First Nation through funding by Indian and Northern Affairs Canada.  55 
 56 
 57 

58 
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This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 
 8 
microFIT Generator Service Classification 9 
This classification applies to an electricity generation facility contracted under the Ontario Power Authority’s microFIT 10 
program and connected to a Hydro One Remote Community distribution system.   11 
 12 
 13 

 14 

15 
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 4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 

Standard A Residential Road/Rail  8 
This classification is applicable to residential customers in communities that are accessible by a year-round road or by rail.  9 
 10 
Standard A Residential Air Access  11 
This classification is applicable to residential customers in communities that are not accessible by a year-round road or by 12 
rail.  13 
 14 
Standard A General Service Road/Rail  15 
This classification is applicable to all non-residential Standard A customers in communities that are accessible by a year-16 
round road or by rail.  17 
 18 
Standard A General Service Air Access  19 
This classification is applicable to all non-residential Standard A customers in communities that are not accessible by a 20 
year-round road or by rail.  21 
 22 

 23 
MONTHLY RATES AND CHARGES 24 
 25 
Year-Round Residential – R2  26 
 27 
Service Charge          $  17.50 28 
Energy Charge First 1,000 kWh        $/kWh  0.0824 29 
Energy Charge Next 1,500 kWh        $/kWh  0.1098 30 
Energy Charge All Additional kWh        $/kWh  0.1655 31 
 32 
 33 
Seasonal Residential – R4  34 
 35 
Service Charge          $  29.56 36 
Energy Charge First 1,000 kWh        $/kWh  0.0824 37 
Energy Charge Next 1,500 kWh        $/kWh  0.1098  38 
Energy Charge All Additional kWh        $/kWh  0.1655 39 
 40 
General Service Single Phase – G1  41 
 42 
Service Charge          $  29.72 43 
Energy Charge First 6,000 kWh        $/kWh  0.0922  44 
Energy Charge Next 7,000 kWh        $/kWh  0.1224 45 
Energy Charge All Additional kWh        $/kWh  0.1655  46 
 47 
General Service Three Phase – G3  48 
 49 
Service Charge          $  37.22 50 
Energy Charge First 25,000 kWh        $/kWh  0.0922 51 
Energy Charge Next 15,000 kWh        $/kWh  0.1224  52 
Energy Charge All Additional kWh        $/kWh  0.1655  53 
 54 
Street Lighting  55 
 56 
Energy Charge          $/kWh  0.0914 57 
 58 

59 
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 4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
 7 
Standard A Residential Road/Rail  8 
 9 
Energy Charge First 250 kWh         $/kWh  0.5418 10 
Energy Charge All additional kWh        $/kWh  0.6190  11 
 12 
 13 
Standard A Residential Air Access  14 
 15 
Energy Charge First 250 kWh         $/kWh  0.8178 16 
Energy Charge All additional kWh        $/kWh  0.8951 17 
 18 
Standard A General Service Road/Rail  19 
 20 
Energy Charge          $/kWh  0.6190 21 
 22 
Standard A General Service Air Access  23 
 24 
Energy Charge          $/kWh  0.8951 25 
 26 
mircoFIT Generator Service Classification      $ 5.25 27 
 28 

29 
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  4 
This schedule supersedes and replaces all previously 5 

 approved schedules of Rates and Charges 6 
Specific Service Charges  7 
 8 
Customer Administration  9 
 Arrears Certificate         $  15.00  10 
 Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $  30.00  11 
 Returned Cheque (plus bank charges)      $  15.00  12 
 Meter dispute charge plus Measurement Canada fees (if meter found correct)   $  30.00  13 
 14 
Non-Payment of Account  15 
 Late Payment - per month        %  1.50  16 
 Late Payment - per annum        %  19.56  17 
 Collection/Disconnection/Load Limiter/Reconnection – if in Community    $  65.00 18 

 19 
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