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Witness: Michael Vels 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #001 1 

 2 

Reference: 3 

Ref Exhibit A, Tab 3, Schedule 1, page 2 of 25 4 

 5 

Hydro One refers to its "new status as a commercial entity". In this regard, The DBRS 6 

Ratings Report attached as Exhibit A-8-4, Attachment 3 states the following: 7 

 8 

...Compared with historical levels, DRBS expects [Hydro One Inc.] to pay 9 

out a higher portion of its earnings as dividends to support [Hydro One 10 

Limited's] dividend policy (payout approximately 70% to 80% of 11 

consolidated net income). The payout ratio at December 31, 2015 was 12 

12.7% (excluding the $800 million special dividend to the Province in Q4 13 

2015) and 36% in 2014. DBRS expects [Hydro One Inc.'s] dividend payout 14 

ratio to remain high in order to meet [Hydro One Limited's]objectives to 15 

pay approximately 70% to 80% of its consolidated net income as dividends, 16 

and consequently, in addition to high capital expenditure commitments, 17 

(Hydro One Inc.] will need to access significant external funding to 18 

finance the potentially sizeable free cash flow deficits expected over the 19 

medium term. 20 

 21 

Interrogatory: 22 

a) Please explain how the above-described significant increase in dividend payout ratio will 23 

affect rates; 24 

 25 

b) Did the above-referenced $800M special dividend and/or the increased dividend payout ratio 26 

have any impact on Hydro One's capital investment strategy? Please explain. 27 

 28 

c) Did the above referenced $800M special dividend and/or the increased dividend payout ratio 29 

have any impact on Hydro One's long, medium or short-term financing strategy? Please explain. 30 

 31 

d) Does Hydro One have an obligation to pay approximately 70% to 80% of its consolidated net 32 

income as dividends to its shareholders or can Hydro One elect to pay out a smaller amount. In 33 

what circumstances might Hydro One make such an election. 34 

 35 

e) Please explain how the need to access "significant external funding to finance potentially 36 

sizeable free cash flow deficits" will affect rates. 37 
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Response: 1 

a) The above-described increase in dividend payout ratio is an opinion expressed by DBRS.  2 

Hydro One does not comment on third party credit rating agency reports which provide an 3 

independent credit opinion of Hydro One to debt investors.  In any event, rates should not be 4 

affected by a dividend payout ratio, as dividends are paid out of retained earnings. 5 

 6 

b) The special dividend did not have any impact on Hydro One’s capital investment strategy.  7 

The basis for Hydro One’s capital investment strategy is as described in Exhibit B1, the 8 

Transmission System Plan. 9 

 10 

c)  The $800 million special dividend was financed in a manner consistent with Hydro One’s 11 

debt financing strategy, as discussed in Exhibit D1, Tab 5, Schedule 1, Page 1, lines 12 to 20. 12 

Hydro One has used this strategy for many years, as demonstrated in previous transmission 13 

revenue requirement applications (EB-2012-0031 Exhibit B1, Tab 2, Schedule 1, Page 1 and 14 

EB-2014-0140 Exhibit B1, Tab 2, Schedule 1, Page 1). The strategy also remains unaffected 15 

by Hydro One’s dividend payout ratio.  16 

 17 

d)  Hydro One is not obligated to pay 70% to 80% of its consolidated net income as dividends to 18 

its shareholders.  Hydro One’s dividend is declared at the discretion of its Board of Directors.  19 

Hydro One cannot speculate on the set of circumstances that would lead its Board of 20 

Directors to elect to change the amount of the dividend.  21 

 22 

e)  Hydro One’s need to access "significant external funding to finance potentially sizeable free 23 

cash flow deficits" is an opinion expressed by DBRS.  Hydro One does not comment on third 24 

party credit rating agency reports which provide an independent credit opinion of Hydro One 25 

to debt investors. 26 

 27 

Customer rates are impacted by a number of factors, including growth in rate base, load 28 

growth, and the long-term debt rate which is applied to 56% of rate base.  Hydro One’s 29 

funding requirements are met using a combination of internally generated funds and external 30 

debt financing while maintaining total debt levels consistent with the OEB’s deemed capital 31 

structure.  The long-term debt rate will be impacted by the amount of new external funding 32 

and the associated interest rate. If the interest rate on the new debt is lower than Hydro One’s 33 

embedded long-term debt rate, it would lower the long term debt rate. Conversely, if the 34 

interest rate on new debt is higher than Hydro One’s embedded long-term debt it would 35 

increase the long-term debt rate.  36 
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Witness: Samir Chhelavda 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #002 1 

 2 

Reference: 3 

None 4 

 5 

Interrogatory: 6 

Please provide a copy of the prospectus which was produced in connection with the public 7 

offering of shares in Hydro One. 8 

 9 

Response 10 

Please find attached a copy of the October 29, 2015 supplemented long form prep prospectus, 11 

which was filed in connection with the initial public offering by way of secondary offering of 12 

common shares of Hydro One Limited. 13 



No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. This prospectus constitutes a public
offering of these securities only in those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell such securities.

These securities have not been, and will not be, registered under the United States Securities Act of 1933, as amended (the “1933 Act”), or any state securities
laws, and accordingly will not be offered, sold or delivered, directly or indirectly within the United States of America, its possessions and other areas subject to
its jurisdiction, except in limited circumstances. See “Plan of Distribution”.

SUPPLEMENTED PREP PROSPECTUS
Initial Public Offering
by way of Secondary Offering October 29, 2015

HYDRO ONE LIMITED
$1,662,550,000

81,100,000 Common Shares
This prospectus qualifies the distribution of 81,100,000 common shares of Hydro One Limited (“common shares”) being offered by the
Province of Ontario (the “Province” or the “Selling Shareholder”) at a price of $20.50 per common share. Hydro One Limited will not
receive any proceeds from this offering. See “Principal and Selling Shareholder”.

Immediately following the closing of this offering, and the other transactions contemplated by this prospectus, the Province will hold
approximately 85% of Hydro One Limited’s total issued and outstanding common shares (approximately 84% if the Over-Allotment
Option is exercised in full). As a result, the Province will have a significant influence over Hydro One Limited and its affairs. See
“Governance and Relationship with Principal Shareholder” and “Risk Factors”.

Prior to the closing of this offering, Hydro One Limited will acquire all of the issued and outstanding shares of Hydro One Inc. Hydro One
is the largest electricity transmission and distribution company in Ontario. Hydro One owns and operates substantially all of Ontario’s
electricity transmission network, and is the largest electricity distributor in Ontario by number of customers.

On August 31, 2015, at the direction of the Province, as sole shareholder of Hydro One Inc., Hydro One Inc. declared a dividend in-kind
on its common shares payable in all of the issued and outstanding shares of Hydro One Brampton Networks Inc. The dividend was paid to
the Province, at its direction, by transferring all of the issued and outstanding shares of Hydro One Brampton Networks Inc. to a company
wholly-owned by the Province. See “Pre-Closing Transactions” for additional detail concerning this dividend and related transactions.
Hydro One Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc.

There is currently no market through which Hydro One Limited’s common shares may be sold, and purchasers may not be able
to resell common shares purchased under this prospectus. This may affect the pricing of the common shares in the secondary
market, the transparency and availability of trading prices, the liquidity of the common shares, and the extent of issuer
regulation. See “Risk Factors”. The Toronto Stock Exchange (the “TSX”) has conditionally approved the listing of the common shares
distributed under this prospectus on the TSX under the symbol “H”. Listing will be subject to Hydro One Limited fulfilling all of the
requirements of the TSX on or before January 25, 2016. See “Plan of Distribution”.

Price: $20.50 per Common Share

Price to the
Public(1)

Underwriters’
Fee(2)

Net Proceeds to
the Selling

Shareholder(3)

Per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20.50 $0.205/$0.615 $ 20.172
Total offering(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,662,550,000 $ 26,600,800 $1,635,949,200

Notes:

(1) The offering price for the common shares will be determined by negotiations between the Province and the Underwriters (as defined below).

(continued on next page)
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u  Significant Scale and Leadership 
Position in Ontario

u  Consistent and Stable, Rate-Regulated 
Environment

u  Proven Senior Management  
Team and Experienced, Independent  
Board of Directors

u  Stable Regulated Cash Flows and  
Strong Balance Sheet

u  Robust and Predictable Organic  
Growth Profile

Investment H IgHl IgHts



STaBLE  REGuLaTED CaSh F LOwS 
anD STROnG BaLanCE ShEET

S IGnIF ICanT  SCaLE  anD  
LEaDERSh IP  POS I T IOn In  OnTaR IO

u  essential rate-regulated infrastructure services generate  
99% of revenues

u  stable, growing rate base underpins growth in net cash 
from operating activities and net income

	 • Rate base growth of 7.1% (2009–2014 CAgR) 
 • net cash from operating activities growth of 7.1% (2009 – 2014 CAgR) 
 •  net Income growth of 9.7% (2009 – 2014 CAgR)

u  Active participant in public debt capital markets  
with strong “A” credit ratings

 

Rate Base Growth
($ millions) 

11,619
12,305

13,148

14,360

15,319

16,349
16,914

17,615
18,359

19,249
20,084

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Rate Base Growth 
($ millions)

HISTORICAL PROJECTED

ROBuST  anD PRED ICTaBLE  
ORGanIC  GROwTh PROF I LE

Key Advantages

u  low cost of borrowing and broad access  
to debt capital markets

u  In-house team of industry experts
 • Asset management 
 • Operations 
 • Post-outage recovery 
 • Project design 
 • engineering 
 • Project management and construction

u  Resources and commitment to invest in innovation, 
continuous improvement, customer service

u  Comprehensive stakeholder engagement process

u  extensive experience building and maintaining 
effective relationships with First nations and métis 
communities

u  leading role in working with regulatory authorities 
on energy policy, regulatory changes, etc. 

COnSISTEnT  anD STaBLE ,  
RaTE -REGuLaTED EnvIROnMEnT

2010 2011 2012 2013 2014 2015

Allowed ROe on Deemed equity (40% of Capital structure)
transmission 8.39% 9.66% 9.42% 8.93% 9.36% 9.30%
Distribution 9.85% 9.66% 9.66% 9.66% 9.66% 9.30%

Projected Capital Expenditures for 
Transmission and Distribution Businesses
($ millions) 

Projected Capital Expenditures  
by Category
($ millions) 

u  Rate base growth represents 
greatest near term opportunity

u  estimated average annual 
capital investments of 
~$1.5 billion per year over 
the next 5 years, with the focus 
on improving existing assets

u  All capital expenditures are 
included in rate base

u  Additional lDC consolidation 
opportunities

899 866 848 839 832

665 669 674 678 682

2015 2016 2017 2018 2019

Transmission Distribution

Projected Capital Expenditures for 
Transmission and Distribution Businesses

Projected Capital Expenditures 
by Category

($ millions)

$1,564 $1,535 $1,522 $1,517 $1,514

905 891 955 1,022 978

470 444 381 321 379

189 200 186 174 157

2015 2016 2017 2018 2019

Sustaining Development Other

($ millions)

$1,564 $1,535 $1,522 $1,517 $1,514

u  stable and sophisticated regulator

u  transparent and predictable rate setting process 
• ROe set by a formula linked to long-term government bond yields and corporate bond spreads

u  OeB-approved rates based on recovery of costs plus approved rate of return and 
incentive for productivity improvements

u Hydro One has earned or exceeded its allowed ROe on a consolidated basis



(2) The Province has agreed to pay the Underwriters a fee of $0.205 for each common share sold to institutional investors and $0.615 for each common share
sold to other investors (the “Underwriters’ Fee”). The Underwriters’ Fee shown in the table above and in note (4) below assumes that 70% of the Hydro
One Limited common shares offered hereunder are sold to institutional investors. See “Plan of Distribution”.

(3) After deducting the Underwriters’ Fee shown in the table above but before deducting expenses of this offering, estimated to be $12,500,000, which will be
paid by the Province. The Province has also agreed to reimburse the Underwriters for their reasonable expenses in connection with this offering.

(4) The Province has granted to the Underwriters an over-allotment option (the “Over-Allotment Option”), exercisable, in whole or in part, at any time for a
period of 30 days after the closing date of this offering, to purchase from the Province up to an additional 8,150,000 common shares, on the same terms as
set out above solely to cover over-allotments, if any. If the Over-Allotment Option is exercised in full, the total “Price to the Public”, “Underwriters’ Fee”
and “Net Proceeds to the Selling Shareholder” will be $1,829,625,000, $29,274,000 and $1,800,351,000, respectively. This prospectus also qualifies the
grant of the Over-Allotment Option and the distribution of up to 8,150,000 common shares sold by the Province if the Over-Allotment Option is exercised.
A purchaser who acquires common shares forming part of the Underwriters’ over-allocation position acquires those common shares under this prospectus,
regardless of whether the Underwriters’ over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary market
purchases. See “Plan of Distribution”.

The following table sets out the number of common shares that may be sold by the Province to the Underwriters pursuant to the
exercise of the Over-Allotment Option:

Maximum Size or Number of
Shares Available Exercise Period Exercise Price

Over-Allotment Option . . . . . . 8,150,000 common shares For a period of 30 days after
the closing date of this
offering

$20.50 per common share

The underwriters for this offering are RBC Dominion Securities Inc., Scotia Capital Inc., BMO Nesbitt Burns Inc., CIBC World
Markets Inc., TD Securities Inc., National Bank Financial Inc., Barclays Capital Canada Inc., Credit Suisse Securities (Canada),
Inc., Goldman Sachs Canada Inc., Canaccord Genuity Corp., Desjardins Securities Inc., GMP Securities L.P., Raymond James
Ltd., Dundee Securities Ltd., Industrial Alliance Securities Inc. and Manulife Securities Incorporated (collectively, the
“Underwriters”). The Underwriters, as principals, conditionally offer the common shares, subject to prior sale, if, as and when
sold by the Province and accepted by the Underwriters in accordance with the conditions contained in the underwriting
agreement referred to under “Plan of Distribution” and subject to the approval of certain legal matters on behalf of Hydro One
Limited by Osler, Hoskin & Harcourt LLP, on behalf of the Province by Torys LLP and on behalf of the Underwriters by Blake,
Cassels & Graydon LLP.

In connection with this offering, the Underwriters may over-allot or effect transactions that stabilize or maintain the market
price of the common shares at levels other than those which otherwise might prevail on the open market. The Underwriters
may offer the common shares at a lower price than stated above. See “Plan of Distribution”.

RBC Dominion Securities Inc., Scotia Capital Inc., BMO Nesbitt Burns Inc., CIBC World Markets Inc., TD Securities Inc.,
National Bank Financial Inc. and Desjardins Securities Inc. are subsidiaries or affiliates of lenders that have made certain
existing credit facilities available to Hydro One Inc., which will become a wholly-owned subsidiary of Hydro One Limited prior
to the closing of this offering and, in addition, are subsidiaries or affiliates of lenders that are anticipated to make certain new
credit facilities available to both Hydro One Limited and Hydro One Inc. Although Hydro One Limited is not offering
common shares pursuant to this offering, it may be considered a connected issuer of the Underwriters who are affiliates
of such lenders for purposes of securities laws in Canada. See “Plan of Distribution” and “Pre-Closing Transactions”.

Subscriptions will be received subject to rejection or allotment in whole or in part and the Underwriters reserve the right to close
the subscription books at any time without notice. Closing of this offering is expected to occur on or about November 5, 2015 or
such later date as Hydro One Limited, the Selling Shareholder and the Underwriters may agree, but in any event not later than
November 26, 2015 (the “Closing Date”). The common shares offered under this prospectus will be deposited with CDS
Clearing and Depository Services Inc. in electronic form on the Closing Date. A purchaser of common shares pursuant to this
offering will not receive a share certificate on closing.

An investment in Hydro One Limited’s common shares is subject to a number of risks that should be considered by a
prospective purchaser. Under securities laws in certain jurisdictions, the statutory remedies of rescission or damages
where this prospectus contains a misrepresentation are not available against the Province, as selling shareholder or as a
promoter of Hydro One Limited. The commencement of actions and enforcement of remedies against the Province may
also be subject to limitations. The Province will not provide any guarantee in respect of the common shares. Prospective
purchasers should carefully consider the risk factors described under “Risk Factors” before purchasing common shares.

Purchasers are advised that it may not be possible for investors to enforce judgments obtained in Canada against any person or
company that is incorporated, continued or otherwise organized under the laws of a foreign jurisdiction or resides outside of
Canada, even if the party has appointed an agent for service of process. See “Agent for Service of Process in Canada.”

All of the information contained in the supplemented PREP prospectus that is not contained in this base PREP prospectus will
be incorporated by reference into this base PREP prospectus as of the date of the supplemented PREP prospectus.

Hydro One Limited’s registered office and head office is located at 483 Bay Street, 8th Floor, South Tower, Toronto, Ontario,
M5G 2P5.
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MEANING OF CERTAIN REFERENCES

Capitalized terms used in this prospectus are defined under “Glossary”. Words importing the singular number
include the plural, and vice versa, and words importing any gender include all genders.

Unless otherwise noted or the context otherwise requires, references to “Hydro One” or the “Company” refer to
Hydro One Limited, Hydro One Inc. and their subsidiaries taken together as a whole as they will exist immediately
following the closing of this offering and the related pre-closing steps described under “Pre-Closing Transactions”.
References to “Hydro One Inc.” refer only to Hydro One Inc. and references to “Hydro One Limited” refer only to
Hydro One Limited.

In addition, “Province” refers to the Province of Ontario as a provincial government entity, and “Ontario” or the
“province” in lower case type refers to the Province of Ontario as a geographical area.

References to “management” in this prospectus mean the persons who are identified in this prospectus as
executive officers of Hydro One Limited and who will be the executive officers of Hydro One Limited and its
operating subsidiaries, as the case may be, following the closing of this offering. Any statements in this prospectus
made by or on behalf of management are made in such persons’ respective capacities as executive officers of Hydro
One Limited and its operating subsidiaries, as applicable, and not in their personal capacities. See “Directors and
Management of the Company”.

This prospectus refers to certain terms commonly used in the electricity industry, such as “rate-regulated”, “rate
base” and “return on equity”. For a description of these terms, see “Rate-Regulated Utilities”. The terms rate base and
return on equity are not considered non-GAAP measures. Rate base is an amount that a utility is required to calculate
for regulatory purposes, and refers to the net book value of the utility’s assets for regulatory purposes. Return on equity
is a percentage that is set or approved by a utility’s regulator and represents the rate of return that a regulator allows the
utility to earn on the equity component of the utility’s rate base. Hydro One refers to the rate base and return on equity
of its transmission and distribution businesses because it believes that such terms assist in understanding Hydro One’s
business and are commonly used by investors and research analysts to help evaluate the performance of rate-regulated
utilities.

In this prospectus, all dollar amounts are expressed in Canadian dollars unless otherwise indicated. All references
to “$” or “dollars” are to Canadian dollars, and all references to “U.S.$” are to U.S. dollars.

ABOUT THIS PROSPECTUS

A prospective purchaser should rely only on the information contained in this prospectus and is not entitled to rely
on parts of the information contained or incorporated by reference in this prospectus to the exclusion of others. Hydro
One, the Selling Shareholder and the Underwriters have not authorized anyone to provide prospective purchasers with
additional or different information. The Selling Shareholder and the Underwriters are not offering to sell the common
shares in any jurisdiction where the offer or sale of such securities is not permitted. The information contained in this
prospectus is accurate only as of the date of this prospectus or the date indicated, regardless of the time of delivery of
this prospectus or of any sale of the common shares.

Unless otherwise indicated or the context otherwise requires, the disclosure contained in this prospectus assumes
that: (i) the Over-Allotment Option has not been exercised; and (ii) the transactions referred to under the heading “Pre-
Closing Transactions” have been completed, following which Hydro One Inc. will be a wholly-owned subsidiary of
Hydro One Limited. See “Pre-Closing Transactions”.

On August 31, 2015, at the direction of the Province, as sole shareholder of Hydro One Inc., Hydro One Inc.
declared a dividend in-kind on its common shares payable in all of the issued and outstanding shares of
Hydro One Brampton Networks Inc. The dividend was paid to the Province, at its direction, by transferring all
of the issued and outstanding shares of Hydro One Brampton Networks Inc. to a company wholly-owned by the
Province. See “Pre-Closing Transactions” for additional detail concerning this dividend and related
transactions. Hydro One Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc.

1



Because this dividend occurred after the dates of, and periods covered by, the consolidated financial statements
of Hydro One Inc. appearing elsewhere in this prospectus, those financial statements and the consolidated
financial information derived from those financial statements include the assets, liabilities and results of
operations of Hydro One Brampton Networks Inc.

To see the impact of certain transactions related to this offering on the financial statements of Hydro One
Inc., including the transfer of all of the issued and outstanding shares of Hydro One Brampton Networks Inc. to
a company wholly-owned by the Province, see the unaudited pro forma condensed consolidated financial
statements of Hydro One Inc. appearing elsewhere in this prospectus, together with “Summary Consolidated
Financial Information” and “Selected Consolidated Financial Information”.

For prospective purchasers outside Canada, none of Hydro One, the Selling Shareholder or any of the
Underwriters has done anything that would permit this offering or possession or distribution of this prospectus in any
jurisdiction where action for that purpose is required, other than in Canada. Prospective purchasers are required to
inform themselves about, and to observe any restrictions relating to, this offering and the possession or distribution of
this prospectus.

This prospectus includes a summary description of certain material agreements relating to Hydro One. See
“Material Contracts”. The summary description is not complete and is qualified by reference to the terms of the
material agreements, which will be filed with the Canadian securities regulatory authorities and available on SEDAR at
www.sedar.com. Prospective purchasers are encouraged to read the full text of such material agreements.

Any graphs, tables or other information demonstrating the historical performance of Hydro One Inc. or any other
entity contained in this prospectus are intended only to illustrate past performance of such entities and are not
necessarily indicative of future performance of Hydro One Limited, Hydro One Inc. or such entities.

NON-GAAP MEASURES

Hydro One Limited and Hydro One Inc. prepare and present their financial statements in accordance with U.S.
GAAP.

Hydro One Limited intends to report certain non-GAAP measures in its future continuous disclosure documents
after it becomes a publicly-listed company. It currently intends to report “Adjusted Net Income” and “FFO” (funds
from operations), both of which are referred to (for Hydro One Inc.) in “Summary Consolidated Financial Information”
and “Selected Consolidated Financial Information”. These measures are not recognized measures under U.S. GAAP
and do not have a standardized meaning prescribed by U.S. GAAP. They are therefore unlikely to be comparable to
similar measures presented by other companies. They should not be considered in isolation nor as a substitute for
analysis of the Company’s financial information reported under U.S. GAAP.

To the extent that “Adjusted Net Income” is used in future continuous disclosure documents of Hydro One
Limited, it will be defined as net income, adjusted for certain items, including non-recurring items and other items that
management does not consider reflect the operating performance of the Company. No adjustments to net income are
presented in this prospectus. Management believes that this measure, as the Company will define it, will be helpful in
assessing the Company’s financial and operating performance.

“FFO” is defined as net cash from operating activities, adjusted for the following: (i) changes in non-cash
balances related to operations, (ii) dividends paid on preferred shares, and (iii) noncontrolling interest distributions.
Management believes that this measure will be helpful as a supplemental measure of the Company’s operating cash
flows.
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FORWARD-LOOKING INFORMATION

This prospectus contains “forward-looking information” within the meaning of applicable Canadian securities
laws. Forward-looking information in this prospectus is based on current expectations, estimates, forecasts and
projections about Hydro One’s business and the industry in which Hydro One operates and includes beliefs of and
assumptions made by management. Such statements include, but are not limited to: expectations regarding the ability
to generate stable and growing net cash from operating activities to fund the Company’s ongoing sustaining capital
investments and to support a strong and growing dividend; the Company’s intention to use a portion of its net cash
from operating activities in combination with additional debt to fund future development capital investments; projected
future capital expenditures and the nature of those capital expenditures; projected rate bases; estimates with respect to
the amount of investment required to connect the East-West Tie Line to Hydro One’s transmission system; the fact that
the Company may consider larger-scale acquisition opportunities or other strategic initiatives outside of Ontario and
that these acquisition opportunities may include other providers of electrical transmission, distribution and other
similar services in Canada or in the United States; anticipated annual adjustments to the Company’s revenue
requirements; expectations regarding allowed return on equity; expectations regarding the ability of the Company to
recover expenditures in future rates; Hydro One’s expectations for industry growth and demand for electricity in
Canada and the United States and new sources of electricity generation, including renewable energy; expectations
regarding Hydro One’s current and anticipated plans for sustaining and development capital expenditures for its
distribution and transmission systems; expectations regarding anticipated levels of funds from operations or “FFO” and
the ability to draw down on the Company’s existing and new credit facilities; expectations regarding Hydro One’s
expected load growth and the impact of Hydro One’s conservation and demand management requirements and targets;
expectations regarding the ability to negotiate collective agreements consistent with rate orders and to maintain stable
outsourcing arrangements; Hydro One’s relationship with the Province and the Province’s investment in Hydro One;
the estimated impact of changes in the forecasted long-term Government of Canada bond yield (used in determining
Hydro One’s allowed return on equity) on Hydro One’s net income; expectations regarding the amount of the departure
tax payable by Hydro One under the Electricity Act; future pension contributions and anticipated changes to Hydro
One’s pension plan arrangements; expectations regarding future executive compensation; expectations regarding the
Governance Agreement and other agreements with the Province and the implementation of corporate governance
practices and appointment of directors and officers; expectations regarding the manner in which Hydro One will
operate; expectations regarding Hydro One’s dividend policy and the Company’s intention to declare and pay
dividends, including the anticipated annual dividend amount of approximately $500 million in the aggregate initially,
based on a target payout ratio of 70% to 80% of net income; the Company’s intention to implement a dividend
reinvestment plan and to operate the plan on a basis that does not result in significant dilution to holders of common
shares; and legal proceedings in which Hydro One is currently involved.

Words such as “aim”, “could”, “would”, “expect”, “anticipate”, “intend”, “attempt”, “may”, “plan”, “will”,
“believe”, “seek”, “estimate”, “goal”, “target”, and variations of such words and similar expressions are intended to
identify such forward-looking information. 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 information. Hydro One does not
intend, and it disclaims any obligation to update any forward-looking information, except as required by law.

The forward-looking information in this prospectus is based on a variety of factors and assumptions including, but
not limited to: no unforeseen changes in the legislative and operating framework for Ontario’s electricity market;
favourable decisions from the Ontario Energy Board and other regulatory bodies concerning outstanding and future
rate and other applications; no unexpected delays in obtaining the required approvals; no unforeseen changes in rate
orders or rate setting methodologies for Hydro One’s distribution and transmission businesses; no unfavourable
changes in environmental regulation; continuing exemptive relief being granted by the Canadian securities regulatory
authorities for Hydro One Limited’s preparation of its financial statements in accordance with U.S. GAAP or Hydro
One Limited otherwise being eligible under Canadian securities laws to prepare its financial statements in accordance
with U.S. GAAP; a stable regulatory environment; and no significant event occurring outside the ordinary course of
business of Hydro One. These assumptions are based on information currently available to Hydro One, including
information obtained by Hydro One from third-party sources. Actual results may differ materially from those predicted
by such forward-looking information. While Hydro One does not know what impact any of these differences may have,
Hydro One’s business, results of operations and financial condition may be materially adversely affected if any such
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differences occur. Factors that could cause actual results or outcomes to differ materially from the results expressed or
implied by forward-looking information include, among other things:

• regulatory risks and risks relating to Hydro One’s revenues, including risks relating to rate orders, actual
performance against forecasts and capital expenditures,

• the risk of claims by First Nations and Métis communities related to sovereignty and jurisdiction over reserve
and traditional territories, or a perceived failure by the Crown to sufficiently consult a First Nations or Métis
community,

• the risk that the Company may be unable to comply with regulatory and legislative requirements or that the
Company may incur additional costs for compliance that are not recoverable through rates,

• the risk of exposure by the Company’s facilities to the effects of severe weather conditions, natural disasters
or other unexpected occurrences for which the Company is uninsured or to which the Company could be
subject to claims for damage,

• the risk of labour disputes and inability to negotiate appropriate collective agreements on acceptable terms
consistent with the Company’s rate decisions,

• risks that the Company is not able to arrange sufficient cost-effective financing to repay maturing debt and to
fund capital expenditures,

• risks associated with fluctuations in interest rates and failure to manage exposure to credit risk,

• the risk that the Company may not be able to execute plans for capital projects necessary to maintain the
performance of the Company’s assets or to carry out projects in a timely manner,

• the risk of non-compliance with environmental regulations or failure to mitigate significant health and safety
risks and inability to recover environmental expenditures in rate applications,

• the risk of not being able to recover the Company’s pension expenditures in future rates and uncertainty
regarding the future regulatory treatment of pension, other post-employment and post-retirement benefits
costs,

• risks associated with the Province’s significant share ownership and other relationships with the Province,
including potential conflicts of interest that may arise between the Company, the Province and related parties,

• the risk of future sales of common shares by the Province or issuance of additional common shares by Hydro
One Limited which may adversely affect the market prices for the common shares,

• the risk that Hydro One Inc.’s liability for payment-in-lieu of tax under the Electricity Act may be impacted
by the valuation of the shares and debt of Hydro One Brampton Networks Inc. and risks associated with
changes to Hydro One’s tax status as a result of this offering, and

• assumptions and estimates required for the preparation of pro forma financial statements may be materially
different from the Company’s actual results and experience in the future.

Hydro One cautions you that the above list of factors is not exclusive. Some of these and other factors are
discussed in more detail under “Risk Factors”. You should review such section in detail.

In addition, Hydro One cautions the reader that information provided in this prospectus regarding Hydro One’s
outlook on certain matters, including potential future expenditures, is provided in order to give context to the nature of
some of Hydro One’s future plans and may not be appropriate for other purposes.

MARKET AND INDUSTRY DATA

This prospectus includes market and industry data obtained from third party sources, industry publications, and
publicly available information, including Natural Resources Canada’s About Electricity, the National Energy Board’s
Canada’s Energy Future 2013: Energy Supply and Demand Projections to 2035, the Ontario Energy Board’s Yearbook
of Distributors (2014), the Edison Electric Institute’s 2014 Financial Review: Annual Report of the U.S. Investor-
Owned Electric Utility Industry, the U.S. Energy Information Administration’s Annual Energy Outlook 2015 with
Projections to 2014 and market data sourced from Bloomberg, as well as industry and other data prepared by
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Hydro One on the basis of its knowledge of the Canadian market and economy (including its estimates and
assumptions relating to the Canadian market and economy based on that knowledge). Hydro One believes that this
market and economic data is accurate and that its estimates and assumptions are reasonable, but there can be no
assurance as to the accuracy or completeness thereof. The accuracy and completeness of the market and economic data
used throughout this prospectus are not guaranteed and none of Hydro One, the Selling Shareholder or any of the
Underwriters make any representation as to the accuracy of such information. Although Hydro One believes it to be
reliable, none of Hydro One, the Selling Shareholder or any of the Underwriters has independently verified any of the
data from third party sources referred to in this prospectus, nor analyzed or verified the underlying studies or surveys
relied upon or referred to by such sources, or ascertained the underlying economic and other assumptions relied upon
by such sources.

TRADE-MARKS AND TRADE-NAMES

This prospectus includes trademarks which are protected under applicable intellectual property laws and are the
property of Hydro One Inc. or its subsidiaries. Solely for convenience, the trade-marks and trade-names referred to in
this prospectus may appear without the ® or ™ symbols, but such references are not intended to indicate, in any way,
that Hydro One will not assert, to the fullest extent under applicable law, its rights or the right of the applicable licensor
to these trade-marks and trade-names. All other trademarks used in this prospectus are the property of their respective
owners.

MARKETING MATERIALS

A “template version” of the following “marketing materials” (each such term as defined in National
Instrument 41-101 – General Prospectus Requirements) for this offering filed with the securities commission or similar
regulatory authority in each of the provinces or territories of Canada is specifically incorporated by reference into this
prospectus:

1. the term sheet dated October 9, 2015 and filed on SEDAR on October 9, 2015; and

2. the investor presentation dated October 9, 2015 and filed on SEDAR on October 13, 2015.

The term sheet and investor presentation referred to above will be available under Hydro One Limited’s profile on
SEDAR at www.sedar.com.

In addition, any template version of any other marketing materials filed with the securities commission or similar
regulatory authority in each of the provinces and territories of Canada in connection with this offering, after the date
hereof, but prior to the termination of the distribution of the common shares under this prospectus (including any
amendments to, or an amended version of, any template version of any marketing materials), is deemed to be
incorporated by reference herein. Any template version of any marketing materials utilized in connection with this
offering are not part of this prospectus to the extent that the contents of the template version of the marketing materials
have been modified or superseded by a statement contained in this prospectus.
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PROSPECTUS SUMMARY

The following is a summary of the principal features of this offering and should be read together with the more
detailed information and financial data and statements contained elsewhere in this prospectus. This summary does not
contain all of the information prospective investors should consider before investing in Hydro One Limited’s common
shares. Please refer to the “Glossary” for a list of defined terms used herein.

ELECTRICITY INDUSTRY

Overview

The electricity industry is made up of businesses that generate, transmit, distribute and sell electricity. Hydro
One’s business is focused on the transmission and distribution of electricity.

• Transmission refers to the delivery of electricity over high voltage lines, typically over long distances, from
generating stations to local areas and large industrial customers.

• Distribution refers to the delivery of electricity over low voltage power lines to end users such as homes,
businesses and institutions.

Overview of an Electricity System

The basic configuration of a typical electricity system showing electricity generation, transmission and
distribution is illustrated in the following diagram:

Transformer
(Increased to

Higher Voltage)

Transmission
System

Transformer
(Decreased to
Lower Voltage)

Transformer
(Decreased to
Lower Voltage)

Industrial

Residential

Commercial

Distribution
System

Generator

Transmission of Electricity in Ontario

Transmission companies own and operate transmission systems that deliver electricity over high voltage lines.
Hydro One’s transmission system accounts for 96% of Ontario’s electricity transmission network. Investments in
transmission infrastructure are required to ensure the safe and reliable delivery of electricity. These investments are
made to maintain the function and reliability of transmission systems, accommodate increased demand for electricity
and respond to developments affecting the electricity industry. Developments with respect to electricity generation
often have a direct impact on transmission companies, since significant investments in transmission systems may be
required to accommodate new generation sources (such as renewable energy) or the retirement of existing generation
facilities (such as coal-fired facilities). Major changes affecting the generation of electricity must be closely
coordinated with transmission considerations in mind. Recent discussions and initiatives by provincial governments to
examine opportunities for Ontario to import additional electricity from Québec and Newfoundland and Labrador may
also require new transmission infrastructure. These types of investments are in addition to the investments that
transmission companies must undertake to sustain their existing assets, maintain reliability and provide connections to
the transmission system.

Distribution of Electricity in Ontario

Distributors own and operate distribution systems that deliver electricity over low voltage power lines to end
users. Distributors in Ontario are also known as “local distribution companies”. In Ontario, 72 local distribution
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companies currently provide electricity to approximately five million customers. The distribution industry in Ontario is
fragmented, with the 15 largest local distribution companies accounting for approximately 78% of the province’s five
million customers. Hydro One owns the largest local distribution company in Ontario, Hydro One Networks Inc., with
approximately 1.3 million customers, or approximately 25% of the total number of customers in Ontario.

15 Largest Distributors in Ontario(1)

(Thousands of Customers)
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Notes:

(1) Source: Ontario Energy Board Yearbook of Distributors (2014). For Hydro One Networks Inc., the 1,219 figure excludes certain classes of
customers which are included in the total number of customers reported elsewhere in this prospectus.

(2) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-
owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc.

Most of the local distribution companies in Ontario are owned or jointly owned by municipalities. A local
distribution company is responsible for distributing electricity to customers in its service territory, which may cover
large portions or all of a particular municipality, or an otherwise-defined geographic area.

To create more efficiencies in the distribution sector, the Premier’s Advisory Council on Government Assets has
endorsed the need for faster consolidation among local distribution companies in Ontario. The Province has responded
by announcing tax incentives in the 2015 Ontario Budget which are intended to promote consolidation.

For more information, see “Electricity Industry”.
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RATE-REGULATED UTILITIES

Overview

The rates charged for electricity transmission and distribution services are regulated in Canada and many other
jurisdictions. The term “rate-regulated” is used to refer to an electricity business whose rates for transmission,
distribution or other services are subject to approval by a regulator. The Ontario Energy Board is the regulator
responsible for approving electricity transmission and distribution rates in Ontario.

In Canada, regulators generally use two different models for approving the rates charged by rate-regulated
utilities: (i) a “cost of service” model, and (ii) a “performance-based” model (sometimes also referred to as an
“incentive-based” model).

In a cost of service model, a utility charges rates for its services that allow it to recover the costs of providing its
services and earn an allowed return on equity. The costs of providing its services must be prudently-incurred.

In a performance-based model, a utility also charges rates for its services that allow it to recover the costs of
providing its services and earn an allowed return on equity. However, the rates charged by the utility in a performance-
based model assume that the utility becomes increasingly efficient over time, resulting in lower costs to provide the
same service. If a utility achieves cost savings in excess of those established by the regulator, the utility may retain
some or all of the benefits of those cost savings, which may permit the utility to earn more than its allowed return on
equity.

Value Drivers for a Rate-Regulated Utility

Management believes that the key drivers of value for a rate-regulated utility are:

• the utility’s rate base,

• the utility’s deemed capital structure, as set by the regulator,

• the utility’s allowed return on equity, as set by the regulator,

• capital expenditures that ultimately add to the utility’s rate base,

• the ability to generate efficiencies and cost savings in the operations of the utility, and

• the ability to maintain a constructive relationship with its regulator.

For a description of these drivers, see “Rate-Regulated Utilities”.
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BUSINESS OF HYDRO ONE

Overview

Upon completion of this offering, Hydro One Limited will be one of Canada’s largest publicly-listed electricity
companies, measured by assets. With a stable regulated business, strong “A” category credit ratings and projected
increases in its rate base, Hydro One expects to continue generating stable and growing net cash from operating
activities to fund its ongoing sustaining capital investments and to support a strong and growing dividend. The
Company will operate independently of the Province and will be overseen by an experienced and independent board of
directors.

Investment Highlights

Stable Regulated Cash Flows and Strong Balance Sheet

The transmission and distribution of electricity are essential infrastructure services. Hydro One’s transmission and
distribution businesses are fully rate-regulated and represent 99% of its overall business, measured by revenues. These
businesses generate stable and growing net cash from operating activities and net income. Hydro One’s net cash from
operating activities grew to $1,256 million in 2014 from $892 million in 2009 and $911 million in 2004, representing a
compound annual growth rate of 7.1% and 3.3% on a five and ten year basis, respectively. Hydro One’s net income
grew to $747 million in 2014 from $470 million in 2009 and $498 million in 2004, representing a compound annual
growth rate of 9.7% and 4.1% on a five-and ten-year basis, respectively.

Hydro One Inc. has been a reporting issuer in Canada for over 15 years and has been an active participant in the
public debt markets. Hydro One Inc. has one of the strongest credit profiles of any public company regulated electricity
utility in Canada, with its debt currently rated A (stable) by Standard & Poor’s, A2 (negative) by Moody’s, and A
(high) (under review with developing implications) by DBRS. Standard & Poor’s has also assigned a long-term
corporate credit rating to Hydro One Limited of A (stable). Hydro One Inc. has a strong track record of raising capital
in the public debt markets, and has raised over $3.2 billion in gross proceeds through the sale of debt in the past three
and a half years alone. Management expects that maintaining a strong credit profile and a low cost of borrowing will be
a key element of Hydro One’s business and regulatory strategy following this offering, and that Hydro One will have
significant debt capacity to fund future investments. Hydro One Inc. will remain a reporting issuer in Canada following
the closing of this offering. Hydro One Limited does not intend to provide a guarantee in respect of Hydro One Inc.’s
debt.

Driven by a stable regulated business, strong “A” category credit ratings and projected increases in its rate base,
Hydro One expects to continue generating stable and growing net cash from operating activities to fund its ongoing
sustaining capital investments and to support a strong and growing dividend. Additionally, the Company intends to use
a portion of its net cash from operating activities in combination with additional debt to fund future development
capital investments.

Robust and Predictable Growth Profile

Additions to Rate Base through Approved Capital Expenditures

Hydro One must continually invest in its transmission and distribution businesses in order to provide safe and
reliable electricity service and meet its obligations as a regulated utility. A significant number of Hydro One’s
transmission and distribution assets were built in the 1960s and 1970s or earlier and are reaching the end of their
service lives. The Company therefore expects that it will be required to make significant investments in its existing
infrastructure over the long term. Over the past five fiscal years, the Company has spent an average of $1.5 billion per
year on capital expenditures. When placed into service, these investments add to Hydro One’s rate base, which grew
during that period from $11.6 billion to $16.3 billion, representing a compound annual growth rate of 7.1%.

The Company incurs capital expenditures to maintain safety, reliability and integrity of its transmission and
distribution assets and to allow for prudent growth necessary to continue to meet the evolving needs of its customers
and the electricity market. This is achieved through a combination of sustaining capital expenditures, which are
required to support the continued operation of Hydro One’s existing assets, and development capital expenditures,
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which involve both additions to existing assets and large scale projects such as new transmission lines and transmission
stations. Sustaining capital expenditures are recurring in nature and involve less regulatory and completion risk
compared to large scale development projects.

Hydro One anticipates that it will spend an average of $1.5 billion per year over the next five years on total capital
expenditures, with sustaining capital expenditures representing an average of approximately 60% of total capital
expenditures in each year. The Company anticipates that these investments will contribute to improved reliability,
customer service and operating efficiencies, as well as increased net cash from operating activities and net income from
a growing rate base.

Projected Capital Expenditures for Transmission and Distribution Businesses 2015 2016 2017 2018 2019

(millions)

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 899 $ 866 $ 848 $ 839 $ 832
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 665 $ 669 $ 674 $ 678 $ 682
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,564 $1,535 $1,522 $1,517 $1,514

Projected Capital Expenditures by Category 2015 2016 2017 2018 2019

(millions)

Sustaining . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 905 $ 891 $ 955 $1,022 $ 978
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 470 $ 444 $ 381 $ 321 $ 379
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 189 $ 200 $ 186 $ 174 $ 157
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,564 $1,535 $1,522 $1,517 $1,514

Notes:

(1) Projected capital expenditures may be considered forward-looking information, and reflect the Company’s current expectations and assumptions
relating to projects contemplated in the Company’s capital expenditure programs and Ontario Energy Board approvals received to date.
Transmission capital expenditures for 2015 and 2016 were previously approved by the board of directors of Hydro One Inc. and are consistent
with the capital expenditures information presented in the most recent transmission rates application filed with the Ontario Energy Board, which
led to the Ontario Energy Board’s approval of Hydro One’s 2015 rate order for transmission services. Distribution capital expenditures for 2015,
2016 and 2017 were previously approved by the board of directors of Hydro One Inc. and are consistent with the capital expenditures
information presented in the most recent distribution rate application filed with the Ontario Energy Board, which led to the Ontario Energy
Board’s distribution rates decision for Hydro One’s 2015, 2016 and 2017 years. Actual capital expenditures for any of the years referred to
above may be greater or less than projected capital expenditures. See “Forward-Looking Information”. See “Risk Factors” for a discussion of
material factors that could cause actual capital expenditures to differ from projected capital expenditures.

(2) “Other” capital expenditures consist of special projects, such as those relating to information technology.
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The impact of Hydro One’s capital expenditures on its rate base is illustrated in the following graph, which shows
both the historical rate base of Hydro One for the past five fiscal years and its projected rate base over the next five
fiscal years through the addition of assets that are anticipated to be placed into service.

Rate Base
($ millions)

11,619 12,305 13,148
14,360

15,319
16,349 16,914 17,615 18,359 19,249 20,084

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Historical Projected

Notes:

(1) “CAGR” means compound annual growth rate.

(2) Projected rate base may be considered forward-looking information. The rate base in each year represents the combined rate base for Hydro
One’s transmission and distribution businesses. The transmission rate bases of Hydro One Networks Inc. for 2015 and 2016 have been approved
by the Ontario Energy Board, subject to certain conditions in respect of in-service additions. The distribution rate bases of Hydro One Networks
Inc. for 2015, 2016 and 2017, have been approved by the Ontario Energy Board. Transmission rate bases for 2017, 2018 and 2019, and
distribution rate bases for 2018 and 2019, are projected based on Hydro One’s current expectations and assumptions regarding investments in its
transmission and distribution infrastructure and the timing of assets being included in Hydro One’s rate base, and will be subject to Ontario
Energy Board approval in connection with Hydro One’s rate applications for those years. Transmission rate bases for 2017, 2018 and 2019,
and distribution rate bases for 2018 and 2019, as approved by the Ontario Energy Board, may be higher or lower than the rate bases shown.
See “Forward-Looking Information”.

Development Capital Projects

Hydro One anticipates spending an average of approximately $400 million per year over the next five years on
development capital projects for its transmission and distribution businesses. These capital projects typically involve
longer development timelines. Hydro One has significant development experience, having designed and built
substantially all of Ontario’s transmission system and a large portion of its distribution system. This includes the
Bruce-to-Milton transmission project, which was completed in 2012 on budget and six months ahead of schedule. This
was the largest transmission infrastructure project in Ontario in 20 years and involved the construction of
approximately 700 transmission towers and approximately 180 kilometres of double circuit lines. More recently, Hydro
One was selected to develop the Northwest Bulk Transmission Line, another large scale transmission project that, if
approved by the Ontario Energy Board, would reinforce the connection between Thunder Bay and Dryden.

As the Company owns substantially all of Ontario’s transmission network, the Company believes that additional
development opportunities for Hydro One may arise as a result of the requirement to connect new transmission lines to
Hydro One’s transmission system, even where Hydro One may not be the developer of the new line. For instance, in
the case of the East-West Tie Line, which is being developed by NextBridge Infrastructure, management estimates that
Hydro One may need to invest over $100 million in station upgrades in order to connect the new line to Hydro One’s
transmission system if the project is approved by the Ontario Energy Board.
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Acquisition Opportunities

As the largest distributor in Ontario, Hydro One has been an active consolidator of local distribution companies.
In the late 1990s and early 2000s, when significant changes were made to the electricity sector in Ontario, Hydro One
acquired 88 individual local distribution companies, which were subsequently integrated into Hydro One’s distribution
business (with the exception of Hydro One Brampton Networks Inc., which was operated as a stand-alone entity). More
recently, the Company acquired Haldimand Hydro in June 2015 and Norfolk Power in August 2014, adding more than
40,000 customers to its distribution network. A third Hydro One acquisition, of Woodstock Hydro, received Ontario
Energy Board approval on September 11, 2015 and is expected to close later in 2015. Through these recent
acquisitions, the Company will have increased its customer base by approximately 5%. Hydro One will continue to
evaluate local distribution company consolidation opportunities in Ontario in the future and intends to pursue those
acquisitions which deliver value to the Company and its shareholders.

Over time, the Company may also consider larger-scale acquisition opportunities or other strategic initiatives
outside of Ontario to diversify its asset base and leverage its strong operational expertise. These acquisition
opportunities may include other providers of electrical transmission, distribution and other similar services in Canada
or in the United States.

Significant Scale and Leadership Position in Ontario

Hydro One plays an essential role in the electricity system of Canada’s most populous province. Hydro One owns
and operates substantially all of Ontario’s transmission system, and is also the largest electricity distributor in Ontario.
Management believes that Hydro One’s significant scale and leading position in the electricity industry in Ontario
provide it with several key competitive advantages that may not be available to smaller utilities, including:

• a low cost of borrowing and broad access to debt capital markets in order to fund its development and growth
initiatives,

• the ability to draw on a large and highly experienced in-house team of experts covering all key aspects of
Hydro One’s business, including asset management, operations, post-outage recovery, project design,
engineering, procurement, project management and construction,

• the resources and commitment to prudently invest in innovation, continuous improvement and customer
service initiatives and to improve the reliability and performance of Hydro One’s transmission and
distribution systems and reduce operations, maintenance and administration costs,

• a refined and comprehensive stakeholder engagement process that covers Hydro One’s customers,
municipalities, remote communities and other parties,

• extensive experience building and maintaining effective relationships with First Nations and Métis
communities, and

• a leading role in working with regulatory authorities on developments with respect to energy policy,
regulatory changes, new transmission and distribution investments, regional planning and new technologies.

Management believes that these strengths have increased Hydro One’s operational effectiveness, helped it
maintain a positive and constructive relationship with its regulators, customers and stakeholders and ultimately
contributed to achieving successful outcomes in its applications for the approval of transmission and distribution rates,
new development projects and the acquisition of local distribution companies.

Consistent and Stable, Rate-Regulated Environment

Hydro One’s transmission and distribution businesses operate in a stable, rate-regulated environment.
Management believes the Ontario Energy Board is regarded in the electricity industry as a stable and sophisticated
regulator with a transparent and predictable rate setting process. The allowed return on equity determined by the
Ontario Energy Board is set by a formula linked to long-term government bond yields and corporate bond spreads. See
“Rate-Regulated Utilities – Value Drivers for a Rate-Regulated Utility – Return on Equity”. Hydro One does not set
the price of electricity and has no direct exposure to electricity price risk because the cost of electricity is passed on
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directly to consumers. The rates approved by the Ontario Energy Board for transmission and distribution services are
intended to allow utilities to recover their cost of providing services and earn an allowed return on equity, while
achieving productivity gains for the mutual benefit of utilities and their customers.

Over the past six years, the Company’s allowed return on equity approved by the Ontario Energy Board has
ranged from 8.39% to 9.66% for its transmission business and 9.30% to 9.85% for its distribution business.

Allowed Return on Equity

2010 2011 2012 2013 2014 2015

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.39% 9.66% 9.42% 8.93% 9.36% 9.30%
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.85% 9.66% 9.66% 9.66% 9.66% 9.30%

Notes:

(1) Management anticipates that the return on equity set by the Ontario Energy Board will be lower in 2016 compared to 2015 due to decreases in
interest rates.

Hydro One has earned or exceeded its allowed return on equity on a consolidated basis. For instance, the
Company’s actual returns on equity were 10.60% in 2010, 10.50% in 2011, 11.50% in 2012, 11.50% in 2013 and
10.00% in 2014, in each case, on a consolidated basis.

Proven Senior Management Team and Experienced, Independent Board of Directors

Following this offering, Hydro One Limited will operate as an independent, commercially-oriented public
company, with an experienced, independent board of directors and proven senior leadership team. Hydro One’s current
leadership has demonstrated the capability to execute Hydro One’s strategic plan and drive performance improvements
and shareholder returns. The Company will operate with an independent board of directors and autonomous decision-
making. As a shareholder of Hydro One Limited, the Province will engage in the business and affairs of Hydro One as
an investor and not as a manager, as contemplated by the Governance Agreement. To support Hydro One’s new
direction, a new board of directors and senior leadership team were appointed in connection with this offering.
Members of the new board of directors meet high standards of independence, commercial experience and director
expertise and will oversee the Company’s strategy, operations and growth as a publicly-listed company. The group
includes Canadian business leaders, electricity sector experts, corporate directors and a former provincial Ombudsman.

Hydro One will be led by a highly experienced management team that together has extensive industry, operating
and public company experience. Mayo Schmidt, the Company’s new President and Chief Executive Officer, was
formerly the Chief Executive Officer of Viterra Inc. and its predecessor, Saskatchewan Wheat Pool. Mr. Schmidt has a
track record of leading large scale business transformation and growth while generating value and benefits for
investors, employees and customers. At Viterra, Mr. Schmidt transformed a relatively small regional co-operative into
a publicly-held, multi-billion dollar corporation with nearly 7,000 employees and operations around the world. In
recognition of his accomplishments at Viterra, Mr. Schmidt was named “Chief Executive of the Year in 2009” by
Canadian Business Magazine. Michael Vels, the Company’s new Chief Financial Officer, was formerly the Chief
Financial Officer of Maple Leaf Foods Inc. Mr. Vels brings to Hydro One considerable executive level experience in
public company governance, debt and equity capital raising, mergers and acquisitions, business transformation and
information technology. Mr. Schmidt and Mr. Vels join an established management team at Hydro One that has
extensive experience with the Company’s operations, assets and regulators. Mr. Schmidt and Mr. Vels are committed
to improving the management of the Company and driving performance improvements and cultural change.

GOVERNANCE AGREEMENT

Concurrently with the closing of this offering, Hydro One Limited will enter into the Governance Agreement with
the Province. The purpose of the Governance Agreement is to prescribe the role of the Province, as a holder of Voting
Securities, in the governance of Hydro One Limited. Although the Governance Agreement does not address all aspects
of the governance of Hydro One Limited, it comprehensively deals with, and limits, the role of the Province in that
governance. It describes the principles that govern how Hydro One Limited will be managed and operated, including
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that the Province, in its capacity as a holder of Voting Securities, will engage in the business and affairs of Hydro One
Limited as an investor and not as a manager. It also contains commitments by the Province restricting the exercise of
its rights as a holder of Voting Securities.

The Governance Agreement specifically addresses the following matters: (i) the governance principles under
which Hydro One Limited and its subsidiaries will be managed and operated; (ii) the nomination of directors, which
includes: (a) the requirement for a fully independent board of directors (other than the Chief Executive Officer), and
(b) the maximum number of directors that may be nominated by the Province; (iii) the election and replacement of
directors; (iv) approvals requiring a special resolution of the directors; (v) restrictions on the right of the Province to
initiate fundamental changes; (vi) pre-emptive rights provided to the Province with respect to future issuances of
Voting Securities by Hydro One Limited; and (vii) limits with respect to the Province’s acquisition of outstanding
Voting Securities. See “Governance and Relationship with Principal Shareholder.” For a description of the governance
of Hydro One Limited more generally, see “Directors and Management of the Company”.
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THE OFFERING

Issuer: Hydro One Limited.

Selling Shareholder: The Province.

Offering: 81,100,000 common shares of Hydro One Limited to be sold by the Province
(89,250,000 common shares if the Over-Allotment Option is exercised in full). See
“Plan of Distribution”. It is anticipated that the base offering will represent 13.63% of
the common shares of Hydro One Limited issued and outstanding immediately prior to
the closing of this offering. Assuming full exercise of the 10% over-allotment option,
this offering will represent 15% of the common shares of Hydro One Limited issued
and outstanding immediately prior to the closing of this offering.

Offering Price: $20.50 per common share.

Offering Size: $1,662,550,000, before giving effect to the Over-Allotment Option ($1,829,625,000 if
the Over-Allotment Option is exercised in full).

Over-Allotment Option: The Province has granted to the Underwriters the Over-Allotment Option, exercisable,
in whole or in part, at any time for a period of 30 days after the Closing Date, to
purchase from the Province up to an additional 8,150,000 common shares, on the same
terms as set out above solely to cover over-allotments, if any.

Common Shares
Outstanding Following
Closing:

Immediately following the closing of this offering and the other transactions described
in “Principal and Selling Shareholder – Share Purchase Arrangements with the
Province”, 595,000,000 common shares will be issued and outstanding. See “Principal
and Selling Shareholder”.

Common Shares Held by
the Selling Shareholder
Following Closing:

Immediately following the closing of this offering and the other transactions described
in “Principal and Selling Shareholder – Share Purchase Arrangements with the
Province”, the Province will hold approximately 85% of Hydro One Limited’s total
issued and outstanding common shares (approximately 84% if the Over-Allotment
Option is exercised in full). See “Principal and Selling Shareholder”.

Proceeds to the Selling
Shareholder:

The net proceeds to the Selling Shareholder from this offering will be approximately
$1,635,949,200 after deducting the Underwriters’ Fee referred to on the cover page of
this prospectus but before deducting the expenses of this offering. If the Over-
Allotment Option is exercised in full, the net proceeds to the Selling Shareholder from
this offering will be approximately $1,800,351,000 after deducting the Underwriters’
Fee referred to on the cover page of this prospectus (assuming that 70% of the common
shares offered under this prospectus are sold to institutional investors) but before
deducting the expenses of this offering.

Hydro One Limited will not receive any proceeds from this offering. See “Use of Proceeds”.

Dividend Policy: The Board is expected to establish a dividend policy pursuant to which Hydro One
Limited will pay a quarterly dividend, initially in the amount of $0.21 per common
share. The annual amount of the dividend is anticipated to be approximately
$500 million in the aggregate initially, based on a target payout ratio of 70% to 80% of
net income. Assuming the closing of this offering occurs on November 5, 2015, the first
dividend for the period from the closing of this offering to March 17, 2016 is expected
to be paid on or about March 31, 2016 to shareholders of record on March 17, 2016.
The payment of dividends is not guaranteed and the amount and timing of any
dividends payable will be at the discretion of the Board. Hydro One intends to increase
its debt as its rate base increases in order to maintain debt at 60% of its rate base and
does not anticipate any increases in debt to fund the payment of dividends, although it
may draw on its revolving credit facilities for general purposes. See “Dividends –
Dividend Policy”.

Dividend Reinvestment
Plan:

Following the closing of this offering and subject to the receipt of any required
regulatory approvals, Hydro One Limited intends to adopt a dividend reinvestment plan
pursuant to which resident Canadian holders of common shares will be entitled to elect
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to have all of the cash dividends of Hydro One Limited payable to them automatically
reinvested in additional common shares, which will be either purchased on the open
market or issued from treasury. The dividend reinvestment plan is currently intended to
operate on a basis that does not result in significant dilution to holders of common
shares. See “Dividends – Dividend Reinvestment Plan”.

Lock-Up: During the period beginning on the closing date of this offering and ending on the date
that is 180 days following the closing date of this offering, each of Hydro One Limited
and the Selling Shareholder will not, directly or indirectly, without the prior written
consent of RBC Dominion Securities Inc. and Scotia Capital Inc., on behalf of the
Underwriters, issue, sell, offer or grant any option, warrant or other right to purchase or
agree to issue or sell, or otherwise lend, transfer, assign, pledge or dispose of any
common shares or other securities of Hydro One Limited or other securities convertible
into, exchangeable for, or otherwise exercisable into the common shares or other equity
securities of Hydro One Limited or agree to do any of the foregoing or publicly
announce any intention to do any of the foregoing, subject to certain exceptions. See
“Plan of Distribution”.

Pre-Closing Transactions: Certain pre-closing transactions will occur prior to the closing date of this offering. This
will include steps taken to complete the acquisition of Hydro One Inc. by Hydro One
Limited, recapitalize Hydro One Inc.’s subsidiary, Hydro One Networks Inc., and pay a
dividend or make a return of capital to the Province in the amount of $800 million. See
“Pre-Closing Transactions”.

Risk Factors: Investors should read the “Risk Factors” section of this prospectus for a discussion of
factors to consider carefully before deciding to invest in Hydro One Limited’s common
shares. These risks include, without limitation:

Risks Relating to Hydro One’s Business

• Regulatory Risks and Risks Relating to Hydro One’s Revenues

• First Nations and Métis Claims Risk

• Risk of Natural and Other Unexpected Occurrences

• Risks Associated with Information Technology Infrastructure and Data Security

• Work Force Demographic Risk and Labour Relations Risk

Risks Relating to the Company’s Relationship with the Province

• Ownership by the Province and Voting Power

• Continued Influence by the Province

• Nomination of Directors and Confirmation of Chief Executive Officer and Chair

• Board Removal Rights

• 10% Ownership Restriction

• Potential Difficulties in Enforcing Civil Liabilities Against the Province, Hydro One
Limited and Other Persons

Risks Relating to this Offering

• Absence of a Prior Public Market

• Potentially Volatile Market Price for Common Shares

• Payment of Dividends

• Tax Risks Relating to this Offering

• Pro Forma Financial Information

• First Nations and Métis Proceedings

The above list of risk factors is not exclusive. These and other risk factors are discussed
in more detail under “Risk Factors”.
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following presents historical and pro forma summary consolidated financial information of Hydro One Inc.,
in each case, for the periods ended and as at the dates indicated below. The selected consolidated financial information
has been derived from the unaudited interim financial statements of Hydro One Inc. as at and for the three and six
month periods ended June 30, 2015 and June 30, 2014 and the audited consolidated financial statements of Hydro One
Inc. as at and for the years ended December 31, 2014, December 31, 2013 and December 31, 2012 appearing elsewhere
in this prospectus. Hydro One’s historical results for any prior period are not necessarily indicative of its results to be
expected in any future period. The selected pro forma condensed financial information as at and for the six months
ended June 30, 2015 and for the year ended December 31, 2014 has been derived from the unaudited pro forma
condensed consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, and give effect
to the transactions described in the notes to those statements as if they had occurred on January 1, 2014 for the
unaudited pro forma condensed consolidated statements of operations and June 30, 2015 for the unaudited pro forma
condensed consolidated balance sheet. Those transactions relate to the following events:

• the payment by Hydro One Inc. and certain of its subsidiaries of the “departure tax”, as described in
“Departure Tax”,

• the recognition by Hydro One Inc. of a deferred tax asset as a consequence of leaving the payments in lieu of
corporate income taxes (“PILs”) regime and entering the corporate tax regime (see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations – Factors Affecting Results of
Operations – Payments in Lieu of Corporate Income Taxes”),

• the recapitalization of Hydro One Networks Inc., as described in “Pre-Closing Transactions”, and

• the transfer of all of the issued and outstanding shares of Hydro One Brampton Networks Inc. to a company
wholly-owned by the Province, as described in “Pre-Closing Transactions”.

The selected pro forma condensed financial information is unaudited, for informational purposes only, and not
necessarily indicative of what Hydro One Inc.’s financial position or results of operations would have been had such
transactions been completed as at the dates indicated and does not purport to represent what the financial position or
results of operations might be for any future period.

The following information should be read in conjunction with “Risk Factors”, “Consolidated Capitalization”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”, the consolidated financial
statements of Hydro One Inc., and the unaudited pro forma condensed consolidated financial statements of Hydro One
Inc. and the related notes included elsewhere in this prospectus. The financial statements of Hydro One Inc. included in
this prospectus have been prepared in accordance with U.S. GAAP.

Six Months Ended June 30

Statement of Operations Data(1) 2015 2015 2014

(pro forma)
($, in millions)

Revenues
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,320 2,574 2,497
Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 770 770 804
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27 27 29
Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,117 3,371 3,330

Costs
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,590 1,808 1,746
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 546 560 645
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 368 377 348
Total costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,504 2,745 2,739

Income before financing charges and provisions for payments in lieu of corporate
income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 613 626 591
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193 187 185
Provision for payments in lieu of corporate income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 64 68 51

Net income(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 356 371 355
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Year ended December 31

Statement of Operations Data(1) 2014 2014 2013 2012

(pro forma)
($, in millions)

Revenues
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,408 4,903 4,484 4,184
Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,588 1,588 1,529 1,482
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 57 61 62

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,053 6,548 6,074 5,728

Costs
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,993 3,419 3,020 2,774
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,165 1,192 1,106 1,071
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 708 722 676 659

Total costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,866 5,333 4,802 4,504

Income before financing charges and provisions for payments in lieu of
corporate income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,187 1,215 1,272 1,224
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 392 379 360 358
Provision for payments in lieu of corporate income taxes . . . . . . . . . . . . . . . . . . . 87 89 109 121

Net income(4)(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 708 747 803 745

As at June 30 As at December 31

Selected Balance Sheet Data(1)(2) 2015 2015 2014 2013 2012

(pro forma)
($, in millions)

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,871 23,167 22,550 21,625 20,811
Long-term debt (including current portion) . . . . . . . . . . . . . . . . . . . . . 10,090 9,290 8,925 9,057 8,479

Notes:
(1) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-

owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc. Because this transfer occurred after the dates of, and
periods covered by, the historical consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, those financial
statements and the historical summary data appearing in the table above include the assets, liabilities and results of operations of Hydro One
Brampton Networks Inc. during the periods and as at the dates indicated, except in the columns marked as “pro forma”.

(2) Prior to the closing of this offering, Hydro One Limited will issue $418 million of Series 1 preferred shares to the Province at a price of
$25.00 per share. The existing preferred shares of Hydro One Inc. held by the Province will be cancelled. The initial dividend amount on the
Series 1 preferred shares will be $1.0625 per share per year, and the dividend rate will be reset every five years in accordance with the terms of
such shares. See “Description of Share Capital – Preferred Shares”.

(3) Net income presented is before the payment of dividends on preferred shares of Hydro One Inc. and prior to net income (loss) attributable to
noncontrolling interest. Net income is therefore not equivalent to net income attributable to common shareholders. Dividends on preferred shares
of Hydro One Inc. were $9 million for each of the six months ended June 30, 2015 and 2014. Net income attributable to noncontrolling interest
for the six months ended June 30, 2015 was $3 million and for the six months ended June 30, 2014 was nil.

(4) Net income presented is before the payment of dividends on preferred shares of Hydro One Inc. and prior to net income (loss) attributable to
noncontrolling interest. Net income is therefore not equivalent to net income attributable to common shareholders. Dividends on preferred shares
of Hydro One Inc. were $18 million for each of the years ended December 31, 2014, 2013 and 2012. Net loss attributable to noncontrolling
interest for the year ended December 31, 2014 was $2 million and for each of the years ended December 31, 2013 and 2012 were nil.

(5) Pro forma net income of Hydro One Inc. for the year ended December 31, 2014 reflects an estimated deferred tax asset adjustment arising as a
result of Hydro One leaving the PILs regime and entering the corporate tax regime. See “Departure Tax”. This estimated deferred tax asset
adjustment was based on an estimated fair market value of Hydro One’s net assets of approximately $13,522 million, which was the same
estimated fair market value used for the purposes of determining the departure tax amount of $2.6 billion payable by Hydro One as referred to in
“Departure Tax”. This estimated fair market value of Hydro One’s net assets was determined by Hydro One principally using a discounted cash
flow approach for certain assets and an asset-based approach for other assets, and was used in calculating the amount of the departure tax
payable that was agreed between Hydro One and the Province in early September 2015. The actual amount of the deferred tax asset for the year
ended December 31, 2015 will be based on the actual fair market value of Hydro One’s net assets, which will be determined following pricing of
this offering. The departure tax payable by Hydro One has been fixed at $2.6 billion, and will not be adjusted based on the fair market value of
Hydro One’s net assets as finally determined. Net income for the year ended December 31, 2015 will reflect the payment of the departure tax
and recognition of the actual amount of the deferred tax asset, which may be different from the recognition of the estimated deferred tax asset
reflected in pro forma net income of Hydro One Inc. for the year ended December 31, 2014. As a result, net income for the year ended
December 31, 2015 may be impacted by the difference, if any, between the actual and estimated fair market value of Hydro One’s net assets.
Any impact on net income as a result of such difference will be non-cash-related and will only impact net income for the year ended
December 31, 2015 and not subsequent years. The Company estimates that a $1,000 million increase or decrease in the fair market value of
Hydro One’s net assets would result in a corresponding increase or decrease in the deferred tax asset, and therefore net income, of approximately
$200 million.
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Six months ended June 30 Year ended December 31

Other Financial Measures(1) 2015 2014 2014 2013 2012

($, in millions)
Reconciliation of net income to adjusted net income
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371 355 747 803 745
Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — —

Adjusted net income(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371 355 747 803 745

Reconciliation of net cash from operating activities to FFO
Net cash from operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 713 334 1,256 1,404 1,294
Change in non-cash operating working capital . . . . . . . . . . . . . . . . . . . 59 304 55 (11) 31
Preferred dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9) (9) (18) (18) (18)
Noncontrolling interest distributions(3) . . . . . . . . . . . . . . . . . . . . . . . . . . (2) — — — —

FFO(2)(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 761 629 1,293 1,375 1,307

Notes:
(1) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-

owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc. Because this transfer occurred after the dates of, and
periods covered by, the historical consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, those financial
statements and the other financial measures appearing in the table above include amounts contributed by Hydro One Brampton Networks Inc.
during the periods indicated.

(2) Adjusted net income and FFO are non-GAAP measures. See “Non-GAAP Measures”.
(3) In 2014, there was a $72 million noncontrolling interest contribution. This was a one-time item, and has been excluded from the calculation of

FFO in 2014.
(4) FFO, as shown, has been calculated based on the historical financial information of Hydro One Inc. and does not reflect any of the pro forma

adjustments set out in the unaudited pro forma condensed consolidated financial statements of Hydro One Inc. appearing elsewhere in this
prospectus, including the net pro forma reduction in cash tax of $56 million for the year ended December 31, 2014 and $49 million for the
six month period ended June 30, 2015. See note 2C(vi) of the unaudited pro forma condensed consolidated financial statements of
Hydro One Inc. included elsewhere in this prospectus.

Operating Statistics and Other Information (Including
Hydro One Brampton Networks Inc. except where noted)(1)

Year Ended December 31

2014 2013 2012

Transmission
Electricity transmitted (TWh) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139.8 140.7 141.3
Total transmission lines spanning the province (circuit-kilometres) . . . . . . . . . . 29,344 29,344 29,327
Rate base(2) ($ millions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,934 9,353 8,774
Capital investments ($ millions)(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 845 714 776

Distribution
Electricity distributed to Hydro One customers (TWh) . . . . . . . . . . . . . . . . . . . . 29.8 29.8 29.2
Electricity distributed through Hydro One lines (TWh) . . . . . . . . . . . . . . . . . . . . 42.4 42.5 42.4
Total distribution lines spanning the province (circuit kilometres) . . . . . . . . . . . 123,657 122,853 121,525
Distribution customers (Hydro One Networks Inc.)(4) . . . . . . . . . . . . . . . . . . . . . 1,268,745 1,270,817 1,236,526
Distribution customers (Hydro One Brampton Networks Inc.) . . . . . . . . . . . . . . 149,681 146,039 141,860
Rate base(2) ($ millions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,315 5,925 5,550
Capital investments ($ millions)(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 680 673 671

Certain Operating Statistics for Hydro One Brampton Networks Inc.(3)

Total distribution lines (circuit kilometres) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,242 3,104 2,952
Distribution customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 149,681 146,039 141,860

Notes:
(1) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-

owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc. Because this transfer occurred after the dates of, and
periods covered by, the historical consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, those financial
statements and the summary operating statistics appearing in the table above include amounts contributed by Hydro One Brampton Networks
Inc. during the periods indicated.

(2) Rate base in each year refers to the rate base of Hydro One Networks Inc.’s transmission business or distribution business, as the case may be,
approved by the Ontario Energy Board for that year. See “Meaning of Certain References”.
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(3) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-
owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions.

(4) Includes certain classes of customers which are excluded in the Ontario Energy Board Yearbook of Distributors (2014).

(5) Capital investments consists of capital expenditures presented in Hydro One’s consolidated statement of cash flows, adjusted for capitalized
depreciation, if any, and net changes in related accruals.
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ELECTRICITY INDUSTRY

Overview

The electricity industry is made up of businesses that generate, transmit, distribute and sell electricity. Hydro
One’s business is focused on the transmission and distribution of electricity.

Generation

Generation refers to the production of electricity by a generator. Generators include generating stations
(commonly known as power plants) that produce electricity on a large scale, as well as generating equipment that
produces electricity on a small scale, such as rooftop solar panels. Small-scale generators installed at or near the end-
user’s location are sometimes referred to as “distributed generation” sources, which distinguish them from centralized
generation sources, which tend to be large scale generators that produce electricity for transportation to other locations.
Electricity may be generated using non-renewable fuel sources such as natural gas, coal or nuclear material, or using
renewable resources such as water, wind, biomass, solar energy or geothermal heat.

Transmission

Transmission refers to the delivery of electricity over high voltage lines, typically over long distances, from
generating stations to local areas and large industrial customers. Transmission customers include distributors of
electricity, as well as industrial companies who are directly connected to transmission networks. Transmission also
involves the delivery of electricity between different jurisdictions, such as provinces, states or countries. This is
accomplished through the use of “interties”, which are transmission facilities that physically connect adjacent
transmission systems in different jurisdictions. Transmitters own and operate transmission assets such as transmission
lines, transformer stations and communications and control facilities.

Distribution

Distribution refers to the delivery of electricity over low voltage power lines to end users such as homes,
businesses and institutions. Distributors usually deliver electricity to customers in a particular municipality or
geographic area. Distributors may also distribute electricity to other distributors. Distributors own and operate
distribution assets such as distribution stations, poles, distribution lines, switches and meters.

Retailing

Retailing refers to the sale of electricity to consumers. In Ontario, retailing of electricity is normally conducted by
businesses that do not own the infrastructure or equipment necessary to distribute electricity. Retailers sell electricity to
homes and small businesses but rely on distributors to deliver the electricity sold by the retailers. Retailers sometimes
also rely on distributors to prepare and deliver electricity bills on behalf of the retailers. Retailers generally offer
differentiated products as compared with distributors, such as fixed rate electricity contracts or electricity produced
from renewable energy sources. Retailers do not exist in all markets.

Overview of an Electricity System

The basic configuration of a typical electricity system showing electricity generation, transmission and
distribution is illustrated in the following diagram:

Transformer
(Increased to

Higher Voltage)

Transmission
System

Transformer
(Decreased to
Lower Voltage)

Transformer
(Decreased to
Lower Voltage)

Industrial

Residential

Commercial

Distribution
System

Generator

21



Transmission and distribution networks are sometimes referred to as the “electricity grid” or simply “the grid”.
For simplicity, the diagram above does not show customers directly connected to the transmission system or distributed
generation sources or other distributors that may be connected to the distribution system.

Canada’s Electricity Industry

In Canada, the generation, transmission and distribution of electricity has historically been carried out by
government-owned, vertically-integrated utilities. This is still the case in many provinces and territories. However,
consistent with general trends in the North American electricity industry, some jurisdictions in Canada, including
Ontario, have moved away from this model towards more competitive market structures. In these jurisdictions,
vertically-integrated utilities have been reorganized into separate generation, transmission and distribution companies.
This separation is intended to promote competition among generators and to facilitate non-discriminatory or “open”
access to transmission and distribution systems in order to increase competition in the supply of electricity. As a result,
there are some electricity companies in Canada that engage solely in electricity generation, while others engage in
either transmission or distribution, or both. Electricity companies in Canada may be investor-owned with shares listed
on a stock exchange, or they may be owned by provincial governments, municipal governments or private investors.

The market structure and regulation of the electricity industry has evolved further in some jurisdictions, such as
Ontario and Alberta. For instance, in Alberta, generation has been de-regulated, resulting in a competitive market for
the generation and sale of electricity. However, all provinces and territories in Canada continue to regulate
transmission and distribution rates. This function is carried out by a regulator, which is typically an independent board
or commission that oversees and regulates certain aspects of the electricity industry in each province and territory.

The demand for electricity in Canada is affected by many factors, including population growth, economic growth
and the electricity needs of households and businesses. The demand for electricity varies continuously. Electricity
demand is typically seasonal, rising with the increased use of air conditioning in the summer or electric heating in the
winter. Increased electricity usage over the medium to long term generally results in additional investments that are
required to be made by generation, transmission and distribution businesses.

The provinces of Ontario, Québec, British Columbia and Alberta are the largest consumers of electricity in
Canada. According to the National Energy Board, electricity demand in Canada is expected to grow at an annual rate of
1% from 2013 until 2035, with most of the demand originating from the industrial sector. In recent years, Canada has
been a net exporter of electricity to the United States.

Electricity is generated in Canada using a variety of non-renewable and renewable sources. Hydroelectric
generation accounts for most of the electricity produced in Canada on an overall basis. Fossil fuels, such as coal,
natural gas and oil, are the second most common source of electricity generation, followed by nuclear power. The
actual mix of generation varies in each province and territory based on the type of generation sources available. For
instance, hydroelectric power is common in provinces such as Québec, Ontario, Manitoba and British Columbia
because of the availability of water resources suitable for electricity production, while coal-fired generation is common
in Alberta and Saskatchewan in part because of the large coal deposits that exist in those provinces. Nuclear power is a
significant source of generation in Ontario. Electricity generation from renewable sources has increased in recent years
and is expected to increase further in Canada over the long term, while generation from coal and oil are expected to
decrease.

The transmission system in Canada includes more than 160,000 kilometres of transmission lines. Generators,
transmitters, distributors and system operators must work to ensure that enough electricity and transmission and
distribution capacity is available to meet demand at any given time and avoid power outages. Adequate transmission
capacity and well-maintained transmission and distribution networks are key elements of a reliable electricity grid.

Ontario’s Electricity Industry

Evolution

The structure of Ontario’s electricity industry underwent significant change in the late 1990s and early 2000s.
Prior to April 1, 1999, Ontario Hydro, a Crown corporation owned by the Province, supplied most of Ontario’s needs
with respect to electricity generation, transmission and distribution. Consistent with initiatives taken in other electricity
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markets in North America at the time, the Province initiated a restructuring of the electricity industry in Ontario in
order to encourage greater competition. The adoption of the Electricity Act, 1998 (Ontario) (the “Electricity Act”)
resulted in the reorganization of Ontario Hydro into five separate entities, including Hydro One Inc., as the successor to
its transmission and distribution business, and Ontario Power Generation Inc., as the successor to its generation
business. Each of Hydro One Inc. and Ontario Power Generation Inc. is currently 100% owned by the Province.

The Electricity Act also established the requirement of transmitters and distributors to provide non-discriminatory
or “open” access to their transmission and distribution systems in order to facilitate greater competition in the supply of
electricity.

As part of the restructuring of Ontario’s electricity industry, the province’s municipally-owned electricity
distributors were reorganized into separate business corporations. These distributors are typically referred to in Ontario
as local distribution companies, or “LDCs”. Many of these distributors were sold by their municipal owners, who
benefitted from limited exemptions from the transfer tax that applies to certain transfers that they would otherwise have
had to pay on the fair market value of the utility. This led initially to a significant reduction in the number of local
distribution companies in Ontario, with Hydro One Inc. as the primary consolidator. Consolidation activity involving
local distribution companies has since slowed.

Other major regulatory developments affecting Ontario’s electricity industry that have occurred since the 1990s
include:

• the expansion of the mandate of the Ontario Energy Board to regulate the electricity industry, in addition to
the natural gas industry, in Ontario,

• the creation of the Independent Electricity System Operator (“IESO”) to manage the operation and reliability
of Ontario’s bulk power system and administer the wholesale electricity market;

• the creation of the Ontario Power Authority in 2004 (recently merged with the IESO in 2015) to engage in
conservation initiatives, generation development and power system planning,

• the promotion of renewable energy production in Ontario, including through Ontario’s Feed-in Tariff
programs which followed the adoption of the Green Energy and Green Economy Act, 2009 (Ontario),

• since 2010, the issuance by the Province every three years of a Long-Term Energy Plan (most recently in
2013) to serve as a planning document to guide future energy decisions in Ontario,

• the promotion of energy conservation measures, including through mandatory conservation and demand
management requirements that must be followed by distributors, and

• the retirement of coal-fired generation in Ontario, which was completed in 2014.

Premier’s Advisory Council on Government Assets

In April 2014, the Province formed the Premier’s Advisory Council on Government Assets (the “Council”). The
mandate of the Council was to review certain provincially-owned assets, including Ontario Power Generation Inc. and
Hydro One Inc., and to recommend ways to maximize their value to the people of Ontario. In its final electricity sector
report released in April 2015, the Council recommended, among other things, that the Province should proceed with a
partial sale of its interest in Hydro One Inc. to create a growth-oriented company centred in Ontario. The Council
recommended that the partial sale occur by way of a public offering, with approximately 15% of the shares of
Hydro One Inc. to be offered to the market initially. The Council recommended that the Province indicate its intention
to retain its remaining shares after selling down to 40% ownership, and that the balance should be widely held with no
other individual shareholder having more than a 10% holding. The Council separately recommended proceeding with a
sale or merger of the Province’s interest in Hydro One Brampton Networks Inc. to or with other local distribution
companies in Ontario in order to act as a catalyst for consolidation and to strengthen competition in the electricity
distribution sector.

In response to the Council’s recommendations, the Province is proceeding with this offering to broaden the
ownership of Hydro One Inc. indirectly through its sale of shares in Hydro One Limited. The Province also announced
that it would proceed with the sale or merger of Hydro One Brampton Networks Inc. In anticipation of that transaction,
on August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to
a company wholly-owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer
and related transactions.
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Regulation of Transmission and Distribution

General

The Electricity Act and the Ontario Energy Board Act, 1998 (the “Ontario Energy Board Act”) together
establish the general legislative framework for Ontario’s electricity market. The activities of transmitters and
distributors in Ontario are overseen by three main regulatory authorities: (i) the Ontario Energy Board, (ii) the IESO,
and (iii) the National Energy Board.

Ontario Energy Board

The Ontario Energy Board was established in 1960 and is the regulator of natural gas and electric utilities in
Ontario. The Ontario Energy Board is an independent and impartial public regulatory agency. Its mandate changed
significantly with the restructuring of the electricity market in Ontario in the late 1990s, when it became responsible for
regulating local electricity distribution companies and for ensuring that distributors fulfill their obligations to connect
and serve their customers. The Ontario Energy Board also became responsible for licensing certain participants in the
electricity market, including transmitters and distributors. The Ontario Energy Board Act provides the Ontario Energy
Board with the authority to regulate Ontario’s electricity market, including the activities of transmitters and
distributors.

The Ontario Energy Board has the following objectives in relation to the electricity industry:

• to protect the interests of consumers with respect to prices and the adequacy, reliability and quality of
electricity service,

• to promote economic efficiency and cost effectiveness in the generation, transmission, distribution, sale and
demand management of electricity and to facilitate the maintenance of a financially viable electricity
industry,

• to promote electricity conservation and demand management in a manner consistent with the policies of the
Province, including having regard to the consumer’s economic circumstances,

• to facilitate the implementation of a smart grid in Ontario, and

• to promote the use and generation of electricity from renewable energy sources in a manner consistent with
the policies of the Province, including the timely expansion or reinforcement of transmission systems and
distribution systems to accommodate the connection of renewable energy generation facilities.

The Ontario Energy Board is responsible for, among other things, approving transmission and distribution rates in
Ontario. It also approves the construction, expansion, or reinforcement of transmission lines greater than two
kilometres in length, as well as mergers, acquisitions, amalgamations and divestitures involving distributors and other
entities which it licenses. The activities of transmitters and distributors are subject to the conditions of their licenses
and a number of industry codes issued by the Ontario Energy Board. These codes and other requirements prescribe
minimum standards of conduct and service for licensed participants in the electricity market.

Bill 112 was introduced in the Legislative Assembly of Ontario in June 2015. The Bill, as proposed, would amend
the Ontario Energy Board Act to enhance the Ontario Energy Board’s authority to continue to protect electricity
ratepayers with respect to retailer contracts, as well as enhance consumer protection and reliability. These changes, if
enacted, would provide the Ontario Energy Board with: stronger compliance and enforcement powers by increasing
penalties for companies that are not complying with its rules and directions; enhanced ability to ensure reliability and
continuity of service if distribution or transmission companies are unable to fulfil their license obligations; enhanced
oversight for ensuring best practices regarding utility consolidation activities; and stricter oversight of retailers as well
as more protection for consumers who sign energy retail contracts.

IESO

The IESO is a not-for-profit corporation established in 1998 under the Electricity Act. It was created to manage
the operation and reliability of Ontario’s bulk power system and administer the wholesale electricity market that was
created with the restructuring of Ontario’s electricity industry in the late 1990s. It is governed by an independent board
whose chair and directors are appointed by the Province. Today, the IESO oversees the wholesale electricity market
and directs the real time operation of the power system by balancing the supply and demand of electricity in Ontario
and directing the flow of electricity across transmission lines.
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Transmitters and other wholesale market participants, which include many distributors, must comply with the
Market Rules issued by the IESO. The Market Rules establish a number of requirements that affect transmitters,
including the requirement to comply with mandatory North American reliability standards for transmission issued by
the North American Electric Reliability Corporation (“NERC”) and the Northeast Power Coordinating Council, Inc.
(“NPCC”). These reliability standards became mandatory as a result of regulatory changes following the Northeast
blackout that occurred in 2003. The IESO enforces these reliability standards through its Market Assessment and
Compliance Division and also coordinates with system operators and reliability agencies in other jurisdictions to
ensure energy adequacy and security across the interconnected bulk electricity system in North America.

In 2015, the IESO merged with the Ontario Power Authority and assumed responsibility for integrated medium
and long-term power system planning in Ontario, including the planning of electricity needs and the procurement of
clean sources of electricity supply. These activities include identifying the need for new transmission capacity. The
IESO also coordinates province-wide conservation efforts, including approval of mandatory conservation and demand
management programs for distributors.

National Energy Board

The National Energy Board is an independent federal regulatory agency that was established in 1959 with the
mandate to regulate aspects of the Canadian energy industry under federal jurisdiction, and to inform the government
and public about energy matters. The National Energy Board is governed by the National Energy Board Act (Canada)
and has jurisdiction over the construction and operation of international power lines, as well as interprovincial lines
that are designated as being under federal jurisdiction (of which there are currently none). As Hydro One owns and
operates 11 active international power lines connecting Ontario’s transmission system with transmission systems in
Michigan, Minnesota and New York, Hydro One is required to hold several certificates and permits issued by the
National Energy Board, and is subject to its mandatory electricity reliability standards and reporting requirements.

Generation

In Ontario, electricity generation is supplied by a number of providers, with Ontario Power Generation Inc.
producing approximately half of the electricity produced in Ontario. Its generation is largely rate-regulated, with rates
approved by the Ontario Energy Board. The remainder of Ontario’s electricity is produced by non-government-owned
producers. These producers generally sell their electricity pursuant to long-term power purchase agreements entered
into with the IESO.

According to the IESO, the total installed generation capacity in Ontario was 35,163 MW as of September 21,
2015, of which 37% was supplied by nuclear facilities, 28% by gas or oil-fired facilities, 24% by hydroelectric
facilities, 9% by wind-powered facilities and 1% by biofuel facilities. In its most recent Long-Term Energy Plan issued
in 2013, the Province indicated that it is targeting to have a total of 20,000 MW of renewable generation on-line by
2025, which is forecast to represent approximately half of Ontario’s generation capacity.

Transmission

Transmission companies own and operate transmission systems that deliver electricity over high voltage lines.
Hydro One’s transmission system accounts for 96% of Ontario’s electricity transmission network. The Company’s
transmission system is interconnected to systems in Manitoba, Michigan, Minnesota, New York and Québec and is part
of the larger North American system known as the Eastern Interconnection. The Eastern Interconnection is a
contiguous electricity transmission system that extends from Manitoba to Florida and from east of the Rocky
Mountains to the North American east coast. Being part of the Eastern Interconnection provides benefits to Ontario,
such as greater security and stability for Ontario’s transmission system, emergency support when there are generation
constraints or shortages in Ontario, and the ability to exchange electricity with other jurisdictions, which facilitates a
more competitive marketplace.

Investments in transmission infrastructure are required to ensure the safe and reliable delivery of electricity. These
investments are made to maintain the function and reliability of transmission systems, accommodate increased demand
for electricity and respond to developments affecting the electricity industry. Developments with respect to electricity
generation often have a direct impact on transmitters, since significant investments in transmission systems may be
required to accommodate new generation sources (such as renewable energy) or the retirement of existing generation
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facilities (such as coal-fired facilities). For instance, as coal-fired generation in Ontario was retired, significant
transmission investments were required to accommodate the subsequent changes in electricity flows across the
transmission system. Similarly, Hydro One is currently constructing a major transformer station (the Clarington
transformer station) in order to accommodate changes to the transmission system arising from the eventual retirement
of the Pickering nuclear generation facility. Major changes affecting the generation of electricity must be closely
coordinated with transmission considerations in mind. Recent discussions and initiatives by provincial governments to
examine opportunities for Ontario to import additional electricity from Québec and Newfoundland and Labrador may
also require new transmission infrastructure. These types of investments are in addition to the investments that
transmission companies must undertake to sustain their existing assets, maintain reliability, and provide connections to
the transmission system.

Distribution

Distributors own and operate distribution systems that deliver electricity over low voltage power lines to end
users. In Ontario, 72 local distribution companies currently provide electricity to approximately five million customers.
The distribution industry in Ontario is fragmented, with the 15 largest local distribution companies accounting for
approximately 78% of the province’s five million customers. Hydro One owns the largest local distribution company in
Ontario, Hydro One Networks Inc., with approximately 1.3 million customers, or approximately 25% of the total
number of customers in Ontario.

15 Largest Distributors in Ontario(1)

(Thousands of Customers)
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Notes:

(1) Source: Ontario Energy Board Yearbook of Distributors (2014). For Hydro One Networks Inc., the 1,219 figure excludes certain classes of
customers which are included in the total number of customers reported elsewhere in this prospectus.

(2) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-
owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc.

Most of the local distribution companies in Ontario are owned or jointly owned by municipalities. A local
distribution company is responsible for distributing electricity to customers in its Ontario Energy Board-licensed
service territory, and in some cases to other distributors. A service territory may cover large portions or all of a
particular municipality, or an otherwise-defined geographic area. Some municipalities in Ontario are served by more
than one local distribution company, each covering a particular area of the municipality. Distribution customers include
homes, businesses and institutions such as governments, schools and hospitals.
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To create more efficiency in the distribution sector, the Council has endorsed the need for faster consolidation
among local distribution companies in Ontario. The Council also noted that the system needs private sector capital and
a level of competition that will encourage innovation among companies that can adjust nimbly to the changing energy
world. In addition, the Council has recommended time-limited tax incentives to promote consolidation. These tax
incentives were included in the 2015 Ontario Budget, which announced a reduction in the transfer tax rate from 33% to
22%, an exemption from transfer tax for distributors with fewer than 30,000 customers and an exemption from the
capital gains portion of the departure tax. These changes, which are intended to promote consolidation, would apply for
the period beginning January 1, 2016 and ending December 31, 2018.

Electricity Industry in the United States

The general structure of the electricity industry in the United States is similar to that in Canada, particularly with
respect to the regulation of transmission and distribution. Although the regulatory framework varies on a state-by-state
basis, electricity transmitters and distributors generally operate under a regulated cost of service model.

In the United States, electric utilities range from fully integrated utilities to pure-play utilities which focus solely
on transmission or distribution. There is a wide range of utility owners in the United States, including strategic and
financial investors, both domestic and international, as well as governments and municipalities. The term “investor
owned utility” is used in the United States to refer to electric and other utilities that are not government owned. The
number of investor owned utilities has declined significantly as a result of consolidation – from 98 in 1995 to 47 in
2014. In recent years, investor owned utilities have followed a trend of migrating back toward a traditional regulated
structure which has occurred as a result of a combination of organic growth in rate base, the acquisitions of regulated
businesses and divestiture of non-regulated businesses. According to Bloomberg, mergers and acquisition activity in
the North American power and utilities sector has been active in recent years, with 351 transactions announced since
2014. The total value of transactions with a disclosed acquisition price was $132.5 billion.

The U.S. electric transmission grid consists of more than 320,000 kilometres of high-voltage lines. The
transmission system is regulated by the Federal Energy Regulatory Commission, which governs the planning and
investment of transmission infrastructure, including setting a utility’s return on equity. Reliability standards for
transmission are issued by the NERC and regional reliability councils such as the NPCC.

Recent years have seen significant transmission investment. According to the Edison Electric Institute, investor-
owned electric utilities made transmission investments of approximately U.S.$16.9 billion in 2013. An additional
U.S.$60.6 billion in transmission investments are expected to be necessary to modernize the transmission system
through 2024. Investment in transmission is currently significantly higher than in previous years, with the largest
component related to transmission expansion or new line development to ease congestion, interconnection of new
sources of generation, including renewables, and support for production of shale gas. Investment is also required for
improved system reliability and resiliency as well as replacement of existing lines.

The electricity distribution industry in the United States is generally subject to regulation by the state public utility
commission in the jurisdiction in which the utility operates, which leads to significant variations in the allowable return
on equity and other components of the rate setting process. Investment in electric distribution infrastructure by investor
owned utilities in 2013 totaled U.S.$20.8 billion. Investment in the electricity distribution sector is primarily driven by
the ongoing need to replace assets that have outlived their life cycle, to serve new loads or demand, to preserve
reliability, to improve system security, resiliency and restoration capabilities, and increasingly in recent years, to
accommodate growth in distributed generation.

Certain Trends in the Electricity Industry

Opportunities for Sector Consolidation

A number of regulated utilities have pursued acquisitions outside of their home jurisdictions to seek growth and
diversification opportunities. The rationale for this strategy is to increase their scale and scope and diversify their asset
base. Many electric utilities have also acquired regulated utilities outside of the electricity sector, such as gas
distribution or water distribution. In addition to the potential for increased scale, scope and diversification, this strategy
offers the potential to create synergies within given service territories from a regulatory and operations perspective.
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Consolidation trends have been evident in Europe and in the United States, but have not been prevalent in Canada
given its limited number of privately-owned utilities. Pension and infrastructure funds have also been active
participants in acquisitions in the utilities sector.

Impact of Green Energy Initiatives

Environmental regulations are being adopted in many jurisdictions in order to facilitate the development of
cleaner forms of energy. Many governments and regulators are setting targets with specified compliance dates to meet
green energy standards. These may take the form of targets for the reduction of carbon dioxide emissions or the
procurement of renewable generation. These initiatives may result in changes to the electricity generation mix in those
jurisdictions, potentially creating the need for upgrades to transmission infrastructure in order to preserve the reliability
of the electricity grid. For example, as coal-fired generation was retired in Ontario, significant investments were
required to accommodate the subsequent changes in power flows across the transmission system.

In August 2015, the Environmental Protection Agency in the United States announced the final version of what is
commonly known as the Clean Power Plan, a series of regulatory changes that would, among other things, impose
significant emissions restrictions on electric generation facilities. The final version of the plan sets a goal of reducing
emissions from power plants by 32% by the year 2030, as compared with 2005 levels. These emissions restrictions are
particularly aimed at coal-fired generation facilities. In a preliminary assessment of the reliability impacts in meeting
this plan in North America, the NERC noted the potential opportunity for coordinated cross-border transmission flows,
including the increased potential for Canadian companies to export up to three times more power to the United States.
This may provide additional opportunities for renewable generation development in Ontario. Regulators, system
planners and other parties are in the process of assessing the impact of the Clean Power Plan and increased intertie
capacity to the United States.

Developments with Respect to Distributed Generation, Microgrids and Energy Storage

Alternatives to the traditional model of “centralized” generation are continually being developed. For instance,
distributed generation sources, such as rooftop solar panels or natural gas generators integrated into industrial facilities,
are becoming increasingly common. Where distributed generation sources are connected to the electricity grid, they
may act as a source of supply to the grid, or reduce the amount of power supplied from the grid, while still making use
of the grid as a stand-by source of power. Related to distributed generation are microgrids, which are small scale
electricity grids with their own sources of generation that can operate independently of the electricity grid.

Energy storage technologies seek to store energy for use at a later time. Historically, there have been technical
limitations on the ability to store large amounts of electricity. For this reason, electricity systems are designed to
generate more electricity than is required in order to meet anticipated peak demand, which creates inefficiencies. The
development of larger and more effective energy storage technologies could provide an additional means to facilitate
the reliability of the electricity grid by acting as a source of back-up power, which would allow generators to produce
less electricity in order to meet anticipated peak demand. Energy storage technologies may also facilitate
improvements to power quality by smoothing fluctuations in power demand and enhance reliability by easing points of
congestion in transmission and distribution networks.

These developments represent an opportunity to employ new technologies to improve reliability and power
quality, or provide an alternative to constructing or maintaining traditional “wires” infrastructure. For instance,
microgrids could be used in remote or other locations where it is not cost-effective to build transmission and
distribution networks to serve customers in those locations.

Smart Meter and Smart Grid Technologies

The increasing adoption of energy conservation measures together with initiatives to reduce emissions from the
generation of electricity has led to the development of technologies such as smart meters, which, unlike traditional
electricity meters, provide customers with information about their electricity usage to enable them to change their
consumption patterns and reduce their costs. Smart grids are an extension of this concept, and generally refer to a
combination of technologies, such as computer systems, two-way communications technologies and monitoring
systems aimed at improving the reliability and performance of the electricity grid and at expanding opportunities to
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provide demand response, price information and ability to control usage to electricity customers. For example, in the
event of a power interruption, smart grid technology can be used to more quickly detect and locate the source of the
interruption and restore service by re-routing electricity to alternative supply lines and generation sources. Smart grids
are at varying stages of development and usage. One of the objectives of the Ontario Energy Board is to facilitate the
implementation of a smart grid in Ontario.

Competitive Processes for Developing Transmission Infrastructure

Consistent with the general trend seen in government procurement programs for infrastructure investments,
governments and electricity sector regulators are increasingly using competitive bidding processes to select the
applicant to develop new large transmission projects. For instance, in Ontario, the Ontario Energy Board used a
competitive process to select the designated transmitter for the development phase of the proposed East-West Tie Line,
which would be a transmission line running between Thunder Bay and Wawa, Ontario. In Alberta, the Alberta Electric
System Operator conducted a similar process to award the agreement for the Fort-McMurray West Transmission
Project.

Incumbent transmission companies may experience increased competition from other utilities, construction
companies and private investors in the competitive bidding processes for new transmission projects and are using a
greater range of strategies to bid for the development and construction of new transmission infrastructure. These
include forming consortiums, alliances and joint ventures, such as those with First Nations and Métis communities, and
adopting cost and revenue sharing arrangements to share project risk. Larger and more established electric utilities may
be well-positioned to enter into these arrangements due to their experience, expertise and effectiveness in engaging
with stakeholders, and their existing infrastructure and transmission corridors.
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RATE-REGULATED UTILITIES

Overview

The rates charged for electricity transmission and distribution services are regulated in Canada and many other
jurisdictions. The term “rate-regulated” is used to refer to an electricity business whose rates for transmission,
distribution or other services are subject to approval by a regulator. The Ontario Energy Board is the regulator
responsible for approving electricity transmission and distribution rates in Ontario.

In Canada, regulators generally use two different models for approving the rates charged by rate-regulated
utilities: (i) a “cost of service” model, and (ii) a “performance-based” model (sometimes also referred to as an
“incentive-based” model).

In a cost of service model, a utility charges rates for its services that allow it to recover the costs of providing its
services and earn an allowed return on equity. The costs of providing its services must be prudently-incurred. Cost
savings are typically passed on to customers in the form of lower rates reflected in future rate decisions. In a cost of
service model, the utility has the potential to retain cost savings that are achieved in the intervening years between rate
decisions.

In a performance-based model, a utility also charges rates for its services that allow it to recover the costs of
providing its services and earn an allowed return on equity. However, the rates charged by the utility in a performance-
based model assume that the utility becomes increasingly efficient over time, resulting in lower costs to provide the
same service. If a utility achieves cost savings in excess of those established by the regulator, the utility may retain
some or all of the benefits of those cost savings, which may permit the utility to earn more than its allowed return on
equity.

Value Drivers for a Rate-Regulated Utility

Management believes that the key drivers of value for a rate-regulated utility are:

• the utility’s rate base,

• the utility’s deemed capital structure, as set by the regulator,

• the utility’s allowed return on equity, as set by the regulator,

• capital expenditures that ultimately add to the utility’s rate base,

• the ability to generate efficiencies and cost savings in the operations of the utility, and

• the ability to maintain a constructive relationship with its regulator.

Rate Base

The rate base of a rate-regulated utility refers to the net book value of the utility’s assets for regulatory purposes.
Rate base is an important regulatory term because a utility is permitted to earn a return on the equity portion of its rate
base. An increase in a utility’s rate base will generally result in an increase in the utility’s net income, all other things
being equal.

Rate base differs from a utility’s total assets for accounting purposes, primarily because it only includes the
regulated assets of a utility. If a utility also owns and operates non-rate-regulated businesses, the assets of those
businesses are not included in the utility’s rate base. A utility’s rate base must be calculated in accordance with the
requirements of the utility’s regulator and must be approved by the regulator as part of the utility’s application for
transmission or distribution rates. In Ontario, the rate base for a transmission or distribution company generally
includes the gross value of the company’s regulated assets (such as transmission lines and transformers or distribution
lines and poles), less accumulated depreciation, and adding an allowance for working capital. The rate base of a utility
is reduced by ongoing depreciation of the utility’s regulated assets.

Capital Structure

Rate-regulated utilities have a “deemed” or approved capital structure that is set by the regulator. This is typically
expressed as ratio of debt-to-equity. In Ontario, the deemed capital structure for electricity transmitters and distributors
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set by the Ontario Energy Board is 60/40. This means that a utility is considered to have a capital structure consisting
of 60% debt and 40% equity. This capital structure is applied to the utility’s rate base. For instance, if a utility has a
rate base of $100 million and a 60/40 capital structure, this means that the regulated assets of the utility are deemed to
be capitalized with $60 million of debt and $40 million of equity. The deemed capital structure is important to a utility
because it is used to calculate the dollar amount of a utility’s return on equity that the utility is entitled to be paid
through rates. See “– Return on Equity” below. A utility’s deemed capital structure also reflects the regulator’s view of
the amount of debt that a utility should have in order to operate prudently.

Return on Equity

A utility’s return on equity or “ROE” is the rate of return that a regulator allows the utility to earn on the equity
portion of the utility’s rate base. Return on equity is expressed as a percentage. For instance, over the past six years,
Hydro One’s allowed return on equity approved by the Ontario Energy Board has ranged from 8.39% to 9.66% for its
transmission business and 9.30% to 9.85% for its distribution business.

A utility’s return on equity represents the amount, over and above a utility’s costs associated with providing
services, that a utility is permitted to earn as its net income after tax. A utility’s allowed return on equity is therefore a
significant factor that affects the financial performance of rate-regulated utilities.

In order to calculate its allowed return on equity as a dollar amount, the utility applies the allowable return on
equity percentage set by the regulator to the equity portion of its rate base. The equity portion of its rate base is, in turn,
determined by multiplying the utility’s rate base by the percentage of equity reflected in its deemed capital structure
(i.e., 40% in Ontario).

Regulators use different methods to set a utility’s allowed return on equity, and these methods vary from
jurisdiction to jurisdiction. In Ontario, the Ontario Energy Board sets the allowed return on equity for transmission and
distribution companies. In doing so, it sets a percentage, and adjusts this percentage by applying a formula that takes
into account the interest rates on certain government debt securities and a risk premium based on utility bond spreads.
The allowed return on equity is reviewed and changed by the Ontario Energy Board annually.

Capital Expenditures

Transmission and distribution companies incur capital expenditures to allow them to meet their obligations to deliver
electricity safely and reliably, at a reasonable cost to customers. Utilities incur both sustaining capital expenditures, which
maintain the performance of existing assets, and development capital expenditures, which add to or expand existing
assets. Development capital expenditures include those investments required to develop and build large-scale projects
such as new transmission lines and stations as well as smaller projects such as transmission line or station reinforcements,
extensions or additions. Capital expenditures tend to increase a utility’s rate base after the assets produced by the capital
expenditures become operational (sometimes referred to as “in-service”) and are approved by the regulator for inclusion in
the utility’s rate base. Capital expenditures are therefore a key driver of value for a rate-regulated utility.

Operational Cost Savings and Efficiencies

Utilities seek greater efficiency and cost savings, including from economies of scale, productivity improvements
or the use of new technology and systems. These cost savings are typically passed on to customers in the form of lower
rates. In a cost of service model for rates, this means that the lower costs may be reflected in a lower revenue
requirement approved by the regulator in the utility’s next rate application, while the utility has the potential to retain
cost savings that are achieved in the intervening years between rate decisions. In other words, in a cost of service
model, cost savings, if any, are generally only retained by the utility until new rates are approved by the regulator. In a
performance-based model for rates, the utility has the potential to retain some or all of the benefit of cost savings
achieved in excess of those established by the regulator, thereby increasing its return on equity. The ability to
demonstrate greater efficiency and cost savings in the operations of a utility is a key factor in a regulator’s decision to
approve rates. This, together with the utility’s desire to increase profitability while keeping rates low, provides
incentives for utilities to continue to seek more efficient ways to deliver their service to customers.
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Relationship with Regulator

The ability of a utility to maintain a constructive relationship with its regulator is a key driver of value. This
relationship lays the foundation for all decisions made by the regulator in respect of the utility’s business, including
with respect to revenue requirements. The term “revenue requirement” refers to the amount that a utility is entitled to
charge through rates that covers its cost of providing services plus the dollar amount of its allowed return on equity. A
utility must justify and provide supporting evidence for its performance and forecasted cost of service. A rate-regulated
utility seeks to obtain approval from its regulator for its revenue requirement in a manner that covers the actual costs of
providing services and generates an adequate return on equity. To the extent that the utility earns any ancillary
revenues from its regulated assets or personnel, these are subtracted from the revenue requirement.

Rate Applications in Ontario

Framework

The Ontario Energy Board is the regulator that approves electricity transmission and distribution rates in Ontario.
Transmission rates are currently determined based on a cost of service model, while distribution rates are generally
determined using a performance-based model. These models are reviewed and modified by the Ontario Energy Board
from time to time. The Ontario Energy Board has indicated that it will provide guidance regarding how the policies in
its performance-based framework for distribution rates may be applied to transmitters in the future.

Transmission Rates (Cost of Service Model)

In the current model for determining transmission rates in Ontario, a transmitter applies to the Ontario Energy
Board for approval of its revenue requirement for each year covered by its rate application (typically two years in
total). The revenue requirement for each year covers the anticipated costs of providing the service for that year and an
amount that represents the allowable return on equity approved by the Ontario Energy Board.

Cost of Service ($) + Return on Equity ($) = Revenue Requirement ($)

For example, if a utility is applying for the approval of rates for 2017 and 2018, it may request a revenue
requirement of $1,000 million for 2017 and $1,050 million for 2018. The cost of service would generally consist of:
(i) income taxes (or payments in lieu of taxes), (ii) the utility’s cost of debt, (iii) depreciation on the utility’s assets, and
(iv) operation, maintenance and administration costs.

The following diagram illustrates the components of a hypothetical transmitter’s revenue requirement of
$1,000 million for a particular year.

Return on Equity $200 million Calculated by multiplying the allowed return on equity set by
the regulator by the equity component of the utility’s rate base

Income Taxes $50 million Taxes or payments in lieu of taxes

Cost of Debt $150 million The approved cost of debt for the utility at the deemed capital
structure

Depreciation $300 million Depreciation and amortization on transmission assets such as
towers, stations and components

Operation, Maintenance
and Administration Costs

$300 million Labour, materials, equipment and other costs to operate and
maintain the utility’s transmission system

Revenue Requirement $1,000 million

In the example above, $800 million of the transmitter’s revenue requirement is to cover the transmitter’s
anticipated cost of service for that year. The $200 million amount represents the allowed net after tax return on equity
over and above the transmitter’s cost of service.
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Distribution Rates (Performance-Based Model)

In the current model for determining distribution rates in Ontario, a utility applies to the Ontario Energy Board to
have its cost of service reviewed as part of its application for distribution rates. However, the process for applying for
distribution revenue requirements differs from the process for applying for transmission revenue requirements in the
following ways:

• the period covered by a distribution rate application is typically at least five years, which is longer than the
typical period covered by a transmission rate application,

• the utility applies for the approval of its revenue requirement only for the first year covered by the rate
decision,

• the revenue requirement for each of the subsequent years is determined based on a formula that accounts for
inflation and certain productivity factors set by the regulator. The revenue requirement in these subsequent
years is set on the assumption that the utility is lowering its cost of service over the period covered by the
rate decision due to efficiency or productivity improvements,

• the utility is permitted to retain all or a portion of the cost savings achieved in excess of those established by
the regulator during the period covered by the rate decision, thereby allowing the utility to earn more than its
allowed return on equity, and

• the utility and the Ontario Energy Board must, as part of the application process, agree on a set of
performance measures that the utility must meet and on which it must report on an ongoing basis to the
Ontario Energy Board. These are intended to reduce the incentive of utilities to allow service or performance
levels to deteriorate as the utilities lower their cost of service.

Under a performance-based model, the utility must effectively manage its business to earn its allowed return on
equity over the period covered by the rate decision. Under this model, revenues earned from rates may not correspond
to the utility’s actual costs.

Application Process

Transmitters and distributors must file a rate application with the Ontario Energy Board to seek approval of their
revenue requirement, which forms the basis for the rates to be charged for the approved period. Hydro One typically
files a rate application every two years for transmission rates, which are applicable for the prospective two year period.
The period between its applications for distribution rates tends to be more variable, and depends on the type of
application selected by Hydro One for distribution rates.

A rate application is supported by pre-filed evidence, which contains details on the various categories of expenses
proposed to be incurred by the transmitter or distributor, including operations, maintenance and administration costs,
depreciation and amortization, costs of debt and income taxes (or payments in lieu of taxes). A rate application will
also include details on the capital expenditures proposed to be made based on available information and assumptions
made at the time of the rate application. It is generally expected that a utility would exercise discretion in selecting,
prioritizing and adjusting the timing of capital projects. This can result in deviations from the projects listed in the rate
application. A utility must demonstrate to the Ontario Energy Board that capital investments were appropriate
and prudent for inclusion in the utility’s rate base, which must be approved by the Ontario Energy Board. The rates
paid to the utility are based on the rate base, which is periodically adjusted by the Ontario Energy Board to reflect
assets that are placed into service.

Intervenors, such as consumer groups and other electricity industry participants, and staff of the Ontario Energy
Board, may also participate in the applicant’s stakeholder activities, in technical conferences, and in the tribunal
process itself, and they may also file questions and their own evidence. The parties may attempt to negotiate a full or
partial settlement of the issues raised by the application. Unsettled issues are referred to a hearing, in which the
applicant is required to defend its rate application through a written or oral hearing. After the completion of the
hearing, the Ontario Energy Board issues a decision with reasons. In the case of rate proceedings, the applicant must
submit a draft rate order reflecting the decision of the Ontario Energy Board. The Ontario Energy Board will approve
the final rate order or request revisions to better reflect its decision.
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Transmitters and distributors such as Hydro One must forecast and make assumptions regarding their expected
costs and the demand for electricity during the periods covered by the rate application, and they must support their
applications with information about prior or historical years and the current year. In Ontario, rate applications use
“forward test years”, rather than historical test years, which means that rates are set based on forecasts and projections
of electricity demand and costs of service in the years covered by the rate decision, rather than based on historical
electricity demand and cost information, which may not accurately reflect actual future electricity demand and costs.

A transmitter or distributor may apply to the Ontario Energy Board during the period between rate decisions for
the approval of “deferral accounts” or “variance accounts”, which are accounts used by the utility to record amounts
due to, or amounts to be received from, rate payers at a future date, generally in conjunction with a rate decision from
the Ontario Energy Board. For instance, these accounts may be used to track, among other items, unforeseen capital
expenditures or particular operation, maintenance and administration costs incurred during that period that were not
included in the utility’s last application for rates. The Ontario Energy Board will determine in connection with a
subsequent rate application whether to allow a utility to include the assets produced from these capital expenditures in
the utility’s rate base or to recover such costs in rates.

Once distribution rates are approved, the Ontario Energy Board has the right to revisit distribution rates in cases
where the utility’s actual earnings are above or below 300 basis points of its allowed return on equity or if performance
erodes to unacceptable levels.
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BUSINESS OF HYDRO ONE

Business Segments

Hydro One is the largest electricity transmission and distribution company in Ontario. Hydro One owns and
operates substantially all of Ontario’s electricity transmission network, and is the largest electricity distributor in
Ontario by number of customers.

Hydro One has three business segments: (i) transmission; (ii) distribution; and (iii) other business
(telecommunications).

Hydro One’s transmission business consists of owning, operating and maintaining Hydro One’s transmission
system, which accounts for 96% of Ontario’s transmission network. This includes the Company’s 66% interest in B2M
Limited Partnership, a limited partnership between Hydro One and the Saugeen Ojibway Nation in respect of the
Bruce-to-Milton transmission line. The Company’s transmission business is a rate-regulated business that earns
revenues mainly from charging transmission rates that must be approved by the Ontario Energy Board. Hydro One’s
transmission business represented approximately 56% of its total assets as at June 30, 2015, and accounted for
approximately 72% of its total net income in 2014. All of the Company’s transmission business is carried out by its
wholly-owned subsidiary, Hydro One Networks Inc., except for the portion of its business held through B2M Limited
Partnership, which the Company controls.

Hydro One’s distribution business consists of owning, operating and maintaining Hydro One’s distribution
system, which it owns primarily through its wholly-owned subsidiary, Hydro One Networks Inc., the largest local
distribution company in Ontario. The Company’s distribution system is also the largest in Ontario, and principally
serves rural communities. The Company’s distribution business is a rate-regulated business that earns revenues mainly
by charging distribution rates that must be approved by the Ontario Energy Board. Hydro One’s distribution business
represented approximately 42% of its total assets as at June 30, 2015, and accounted for approximately 28% of its total
net income in 2014. Hydro One’s distribution business also includes the business of its wholly-owned subsidiary,
Hydro One Remote Communities Inc., which operates on a cost-recovery basis and supplies electricity to customers in
remote communities in northern Ontario.

Hydro One’s transmission and distribution businesses are both operated through Hydro One Networks Inc. This
allows both businesses to utilize common operating platforms, technology, work processes, equipment and field staff and
thereby take advantage of operating efficiencies and synergies. For regulatory purposes, Hydro One Networks Inc. files
separate rate applications with the Ontario Energy Board for each of its licensed transmission and distribution businesses.

Hydro One’s other business segment principally consists of its telecommunications business, which provides
telecommunications support for the Company’s transmission and distribution businesses, and also markets and sells
fibre optic capacity to telecommunications carriers and commercial customers with broadband network requirements.
Hydro One’s other business segment is not rate-regulated. This segment represented approximately 2% of Hydro One’s
total assets as at June 30, 2015, and accounted for less than 1% of its total net income in 2014. The telecommunications
business is carried out by the Company’s wholly-owned subsidiary, Hydro One Telecom Inc.

Upon completion of this offering, Hydro One Limited will be one of Canada’s largest publicly-listed electricity
companies, measured by assets. With a stable regulated business, strong “A” category credit ratings and projected
increases in its rate base, Hydro One expects to continue generating stable and growing net cash from operating activities
to fund its ongoing sustaining capital investments and to support a strong and growing dividend. The Company will
operate independently of the Province and will be overseen by an experienced and independent board of directors.

Investment Highlights

Stable Regulated Cash Flows and Strong Balance Sheet

The transmission and distribution of electricity are essential infrastructure services. Hydro One’s transmission and
distribution businesses are fully rate-regulated and represent 99% of its overall business, measured by revenues. These
businesses generate stable and growing net cash from operating activities and net income. Hydro One’s net cash from
operating activities grew to $1,256 million in 2014 from $892 million in 2009 and $911 million in 2004, representing a
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compound annual growth rate of 7.1% and 3.3% on a five and ten year basis, respectively. Hydro One’s net income
grew to $747 million in 2014 from $470 million in 2009 and $498 million in 2004, representing a compound annual
growth rate of 9.7% and 4.1% on a five-and ten-year basis, respectively.

Hydro One Inc. has been a reporting issuer in Canada for over 15 years and has been an active participant in the
public debt markets. Hydro One Inc. has one of the strongest credit profiles of any public company regulated electricity
utility in Canada, with its debt currently rated A (stable) by Standard & Poor’s, A2 (negative) by Moody’s, and A
(high) (under review with developing implications) by DBRS. Standard & Poor’s has also assigned a long-term
corporate credit rating to Hydro One Limited of A (stable). Hydro One Inc. has a strong track record of raising capital
in the public debt markets, and has raised over $3.2 billion in gross proceeds through the sale of debt in the past three
and a half years alone. Management expects that maintaining a strong credit profile and low cost of borrowing will be a
key element of Hydro One’s business and regulatory strategy following this offering, and that Hydro One will have
significant debt capacity to fund future investments. Hydro One Inc. will remain a reporting issuer in Canada following
the closing of this offering. Hydro One Limited does not intend to provide a guarantee in respect of Hydro One Inc.’s
debt.

Driven by a stable regulated business, strong “A” category credit ratings and projected increases in its rate base,
Hydro One expects to continue generating stable and growing net cash from operating activities to fund its ongoing
sustaining capital investments and to support a strong and growing dividend. Additionally, the Company intends to use
a portion of its net cash from operating activities in combination with additional debt to fund future development
capital investments.

Robust and Predictable Growth Profile

Additions to Rate Base through Approved Capital Expenditures

Hydro One must continually invest in its transmission and distribution businesses in order to provide safe and
reliable electricity service and meet its obligations as a regulated utility. A significant number of Hydro One’s
transmission and distribution assets were built in the 1960s and 1970s or earlier and are reaching the end of their
service lives. The Company therefore expects that it will be required to make significant investments in its existing
infrastructure over the long term. Over the past five fiscal years, the Company has spent an average of $1.5 billion per
year on capital expenditures. When placed into service, these investments add to Hydro One’s rate base, which grew
during that period from $11.6 billion to $16.3 billion, representing a compound annual growth rate of 7.1%.

The Company incurs capital expenditures to maintain safety, reliability and integrity of its transmission and
distribution assets and to allow for prudent growth necessary to continue to meet the evolving needs of its customers
and the electricity market. This is achieved through a combination of sustaining capital expenditures, which are
required to support the continued operation of Hydro One’s existing assets, and development capital expenditures,
which involve both additions to existing assets and large scale projects such as new transmission lines and transmission
stations. Sustaining capital expenditures are recurring in nature and involve less regulatory and completion risk
compared to large scale development projects.

Hydro One anticipates that it will spend an average of $1.5 billion per year over the next five years on total capital
expenditures, with sustaining capital expenditures representing an average of approximately 60% of total capital
expenditures in each year. The Company anticipates that these investments will contribute to improved reliability,
customer service and operating efficiencies, as well as increased net cash from operating activities and net income from
a growing rate base.

Projected Capital Expenditures for Transmission and Distribution Businesses 2015 2016 2017 2018 2019

(millions)

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 899 $ 866 $ 848 $ 839 $ 832
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 665 $ 669 $ 674 $ 678 $ 682
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,564 $1,535 $1,522 $1,517 $1,514

Projected Capital Expenditures by Category 2015 2016 2017 2018 2019

(millions)

Sustaining . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 905 $ 891 $ 955 $1,022 $ 978
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 470 $ 444 $ 381 $ 321 $ 379
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 189 $ 200 $ 186 $ 174 $ 157
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,564 $1,535 $1,522 $1,517 $1,514
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Notes:

(1) Projected capital expenditures may be considered forward-looking information, and reflect the Company’s current expectations and assumptions
relating to projects contemplated in the Company’s capital expenditure programs and Ontario Energy Board approvals received to date.
Transmission capital expenditures for 2015 and 2016 were previously approved by the board of directors of Hydro One Inc. and are consistent
with the capital expenditures information presented in the most recent transmission rates application filed with the Ontario Energy Board, which
led to the Ontario Energy Board’s approval of Hydro One’s 2015 rate order for transmission services. Distribution capital expenditures for 2015,
2016 and 2017 were previously approved by the board of directors of Hydro One Inc. and are consistent with the capital expenditures
information presented in the most recent distribution rate application filed with the Ontario Energy Board, which led to the Ontario Energy
Board’s distribution rates decision for Hydro One’s 2015, 2016 and 2017 years. Actual capital expenditures for any of the years referred to
above may be greater or less than projected capital expenditures. See “Forward-Looking Information”. See “Risk Factors” for a discussion of
material factors that could cause actual capital expenditures to differ from projected capital expenditures.

(2) “Other” capital expenditures consist of special projects, such as those relating to information technology.

The impact of Hydro One’s capital expenditures on its rate base is illustrated in the following graph, which shows
both the historical rate base of Hydro One for the past five fiscal years and its projected rate base over the next five
fiscal years through the addition of assets that are anticipated to be placed into service.

Rate Base
($ millions)

11,619 12,305 13,148
14,360

15,319
16,349 16,914 17,615 18,359 19,249 20,084

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Historical Projected

Notes:

(1) “CAGR” means compound annual growth rate.

(2) Projected rate base may be considered forward-looking information. The rate base in each year represents the combined rate base for Hydro
One’s transmission and distribution businesses. The transmission rate bases of Hydro One Networks Inc. for 2015 and 2016 have been approved
by the Ontario Energy Board, subject to certain conditions in respect of in-service additions. The distribution rate bases of Hydro One Networks
Inc. for 2015, 2016 and 2017, have been approved by the Ontario Energy Board. Transmission rate bases for 2017, 2018 and 2019, and
distribution rate bases for 2018 and 2019, are projected based on Hydro One’s current expectations and assumptions regarding investments in its
transmission and distribution infrastructure and the timing of assets being included in Hydro One’s rate base, and will be subject to Ontario
Energy Board approval in connection with Hydro One’s rate applications for those years. Transmission rate bases for 2017, 2018 and 2019,
and distribution rate bases for 2018 and 2019, as approved by the Ontario Energy Board, may be higher or lower than the rate bases shown.
See “Forward-Looking Information”.

Development Capital Projects

Hydro One anticipates spending an average of approximately $400 million per year over the next five years on
development capital projects for its transmission and distribution businesses. These capital projects typically involve
longer development timelines. Hydro One has significant development experience, having designed and built
substantially all of Ontario’s transmission system and a large portion of its distribution system. This includes the
Bruce-to-Milton transmission project, which was completed in 2012 on budget and six months ahead of schedule. This
was the largest transmission infrastructure project in Ontario in 20 years and involved the construction of
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approximately 700 transmission towers and approximately 180 kilometres of double circuit lines. More recently, Hydro
One was selected to develop the Northwest Bulk Transmission Line, another large scale transmission project that, if
approved by the Ontario Energy Board, would reinforce the connection between Thunder Bay and Dryden.

As the Company owns substantially all of Ontario’s transmission network, the Company believes that additional
development opportunities for Hydro One may arise as a result of the requirement to connect new transmission lines to
Hydro One’s transmission system, even where Hydro One may not be the developer of the new line. For instance, in
the case of the East-West Tie Line, which is being developed by NextBridge Infrastructure, management estimates that
Hydro One may need to invest over $100 million in station upgrades in order to connect the new line to Hydro One’s
transmission system if the project is approved by the Ontario Energy Board.

Acquisition Opportunities

As the largest distributor in Ontario, Hydro One has been an active consolidator of local distribution companies.
In the late 1990s and early 2000s, when significant changes were made to the electricity sector in Ontario, Hydro One
acquired 88 individual local distribution companies, which were subsequently integrated into Hydro One’s distribution
business (with the exception of Hydro One Brampton Networks Inc., which was operated as a stand-alone entity). More
recently, the Company acquired Haldimand Hydro in June 2015 and Norfolk Power in August 2014, adding more than
40,000 customers to its distribution network. A third Hydro One acquisition, of Woodstock Hydro, received Ontario
Energy Board approval on September 11, 2015 and is expected to close later in 2015. Through these recent
acquisitions, the Company will have increased its customer base by approximately 5%. Hydro One will continue to
evaluate local distribution company consolidation opportunities in Ontario in the future and intends to pursue those
acquisitions which deliver value to the Company and its shareholders.

Over time, the Company may also consider larger-scale acquisition opportunities or other strategic initiatives
outside of Ontario to diversify its asset base and to leverage its strong operational expertise. These acquisition
opportunities may include other providers of electrical transmission, distribution and other similar services in Canada
or in the United States.

Significant Scale and Leadership Position in Ontario

Hydro One plays an essential role in the electricity system of Canada’s most populous province. Hydro One owns
and operates substantially all of Ontario’s transmission system, and is also the largest electricity distributor in Ontario.
Management believes that Hydro One’s significant scale and leading position in the electricity industry in Ontario
provides it with several key competitive advantages that may not be available to smaller utilities, including:

• a low cost of borrowing and broad access to debt capital markets in order to fund its development and growth
initiatives,

• the ability to draw on a large and highly experienced in-house team of experts covering all key aspects of
Hydro One’s business, including asset management, operations, post-outage recovery, project design,
engineering, procurement, project management and construction,

• the resources and commitment to prudently invest in innovation, continuous improvement and customer
service initiatives and to improve the reliability and performance of Hydro One’s transmission and
distribution systems and reduce operations, maintenance and administration costs,

• a refined and comprehensive stakeholder engagement process that covers Hydro One’s customers,
municipalities, remote communities and other parties,

• extensive experience building and maintaining effective relationships with First Nations and Métis
communities, and

• a leading role in working with regulatory authorities on developments with respect to energy policy,
regulatory changes, new transmission and distribution investments, regional planning and new technologies.

Management believes that these strengths have increased Hydro One’s operational effectiveness, helped it
maintain a positive and constructive relationship with its regulators, customers and stakeholders and ultimately
contributed to achieving successful outcomes in its applications for the approval of transmission and distribution rates,
new development projects and the acquisition of local distribution companies.
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Consistent and Stable, Rate-Regulated Environment

Hydro One’s transmission and distribution businesses operate in a stable, rate-regulated environment.
Management believes the Ontario Energy Board is regarded in the electricity industry as a stable and sophisticated
regulator with a transparent and predictable rate setting process. The allowed return on equity determined by the
Ontario Energy Board is set by a formula linked to long-term government bond yields and corporate bond spreads. See
“Rate-Regulated Utilities – Value Drivers for a Rate-Regulated Utility – Return on Equity”. Hydro One does not set
the price of electricity and has no direct exposure to electricity price risk because the cost of electricity is passed on
directly to consumers. The rates approved by the Ontario Energy Board for transmission and distribution services are
intended to allow utilities to recover their cost of providing services and earn an allowed return on equity, while
achieving productivity gains for the mutual benefit of utilities and their customers.

Over the past six years, the Company’s allowed return on equity approved by the Ontario Energy Board has
ranged from 8.39% to 9.66% for its transmission business and 9.30% to 9.85% for its distribution business.

Allowed Return on Equity

2010 2011 2012 2013 2014 2015

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.39% 9.66% 9.42% 8.93% 9.36% 9.30%
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.85% 9.66% 9.66% 9.66% 9.66% 9.30%

Notes:

(1) Management anticipates that the return on equity set by the Ontario Energy Board will be lower in 2016 compared to 2015 due to decreases in
interest rates.

Hydro One has earned or exceeded its allowed return on equity on a consolidated basis. For instance, the
Company’s actual returns on equity were 10.60% in 2010, 10.50% in 2011, 11.50% in 2012, 11.50% in 2013 and
10.00% in 2014, in each case, on a consolidated basis.

Proven Senior Management Team and Experienced Independent Board of Directors

Following this offering, Hydro One Limited will operate as an independent, commercially-oriented public company,
with an experienced, independent board of directors and proven senior leadership team. Hydro One’s current leadership
has demonstrated the capability to execute Hydro One’s strategic plan and drive performance improvements and
shareholder returns. The Company will operate with an independent board of directors and autonomous decision making.
As a shareholder of Hydro One Limited, the Province will engage in the business and affairs of Hydro One as an investor
and not as a manager, as contemplated by the Governance Agreement. To support Hydro One’s new direction, a new
board of directors and senior leadership team were appointed in connection with this offering. Members of the new board
of directors meet high standards of independence, commercial experience and director expertise and will oversee the
Company’s strategy, operations and growth as a publicly-listed company. The group includes Canadian business leaders,
electricity sector experts, corporate directors and a former provincial Ombudsman.

Hydro One will be led by a highly experienced management team that together has extensive industry, operating
and public company experience. Mayo Schmidt, the Company’s new President and Chief Executive Officer, was
formerly the Chief Executive Officer of Viterra Inc. and its predecessor, Saskatchewan Wheat Pool. Mr. Schmidt has a
track record of leading large scale business transformation and growth while generating value and benefits for
investors, employees and customers. At Viterra, Mr. Schmidt transformed a relatively small regional co-operative into
a publicly-held, multi-billion dollar corporation with nearly 7,000 employees and operations around the world. In
recognition of his accomplishments at Viterra, Mr. Schmidt was named “Chief Executive of the Year in 2009” by
Canadian Business Magazine. Michael Vels, the Company’s new Chief Financial Officer, was formerly the Chief
Financial Officer of Maple Leaf Foods Inc. Mr. Vels brings to Hydro One considerable executive level experience in
public company governance, debt and equity capital raising, mergers and acquisitions, business transformation and
information technology. Mr. Schmidt and Mr. Vels join an established management team at Hydro One that has
extensive experience with the Company’s operations, assets and regulators. Mr. Schmidt and Mr. Vels are committed
to improving the management of the Company and driving performance improvements and cultural change.
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Transmission Business

Overview

Hydro One’s transmission business consists of owning, operating and maintaining Hydro One’s transmission
system, which accounts for 96% of Ontario’s transmission network. This includes the Company’s 66% interest in B2M
Limited Partnership, a limited partnership between Hydro One and the Saugeen Ojibway Nation, which owns most of
the assets relating to specific Bruce-to-Milton transmission line assets. The Company’s transmission business is one of
the largest in North America, and is a rate-regulated business that earns revenues mainly from charging transmission
rates that must be approved by the Ontario Energy Board. The Company’s transmission rates are determined based on a
cost of service model. Transmission rates are collected by the IESO and are remitted by the IESO to Hydro One on a
monthly basis, which means that Hydro One’s transmission business has no direct exposure to end-customer
counterparty risk.

Transmission rates are based on monthly peak electricity demand across Hydro One’s transmission network. This
gives rise to seasonal variations in Hydro One’s transmission revenues, which are generally higher in the summer and
winter due to increased demand, and lower during other periods of reduced demand. Hydro One’s transmission
revenues also include export revenues associated with transmitting excess generation to markets outside of Ontario.
Ancillary revenue include revenues from providing maintenance services to generators and from allowing third parties
to use certain Company lands.

Business

The Company’s transmission system serves substantially all of Ontario, with the exception of the Sault Ste. Marie,
James Bay and Fort Erie areas, and transported approximately 139.8 TWh of energy throughout the province in 2014.
Hydro One’s transmission customers consist of 48 local distribution companies (including Hydro One’s own
distribution business) and 90 large industrial customers connected directly to the transmission network, including
automotive, manufacturing, chemical and natural resources businesses. Electricity delivered over the Company’s
transmission network is supplied by 116 generators in Ontario and electricity sourced from outside the province
through interties.

The high voltage power lines in Hydro One’s transmission network are categorized as either lines which form part
of the “bulk electricity system”, or “area supply lines”. Power lines which form part of the bulk electricity system
typically connect major generation facilities with transmission stations and often cover long distances, while area
supply lines serve a local region. Ontario’s transmission system is connected to the transmission systems of Manitoba,
Michigan, Minnesota, New York and Québec through the use of interties, allowing for the import and export of
electricity to and from Ontario.

Hydro One’s transmission assets were $12,822 million as at June 30, 2015 and include transmission stations,
transmission lines, a control centre and telecommunications facilities. Hydro One has approximately 291 transmission
stations and approximately 29,000 circuit kilometres of high voltage lines whose major components include cables,
conductors and wood or steel support structures. All of these lines are overhead power lines except for approximately
274 circuit kilometres of underground cables located in certain urban areas.

B2M Limited Partnership is Hydro One’s partnership with the Saugeen Ojibway Nation with respect to the Bruce-
to-Milton transmission line. B2M Limited Partnership owns the high-voltage transmission lines and related equipment,
such as the steel support structures, conductors and foundations, while Hydro One owns the transmission stations that
connect to the lines. Hydro One maintains and operates the Bruce-to-Milton line. It also owns the general partner of
B2M Limited Partnership, and has a 66% economic interest in the partnership.

Hydro One’s transmission network is managed from a central location north of Toronto, Ontario. This centre
monitors and controls the Company’s entire transmission network, and has the capability to remotely monitor and
operate transmission equipment, respond to alarms and contingencies and restore and re-route interrupted power. There
is a fully functional back-up facility which would be staffed in the event of an evacuation of the centre. The Company
is currently developing plans to replace its current back-up facility with a new facility.

Hydro One uses special telecommunications systems that are necessary for the protection and operation of its
transmission and distribution networks. These systems are subject to very stringent reliability and security
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requirements, as they must be secure and continue to function during periods of prolonged power outages. These
systems help the Company meet its reliability obligations and facilitate the restoration of power following service
interruptions.

Regulation

Transmission Rate Setting

In Ontario, transmission rates are currently determined based on a cost of service model. The Ontario Energy
Board sets transmission rates based on a two-step process.

First, all transmitters, including Hydro One, apply to the Ontario Energy Board for the approval of their revenue
requirements, which cover the transmitters’ cost of service for providing transmission services and allowed return on
equity. Once approved by the Ontario Energy Board, transmission revenue requirements generally cover the
subsequent two-year period with an acknowledged adjustment to occur in the second year to update for the then current
cost of debt and return on equity.

Second, the Ontario Energy Board aggregates the total revenue requirements of all transmitters in Ontario and
applies a formula in order to arrive at a single set of rates that are charged for the three types of transmission services
applicable in Ontario. These consist of network services, line connection services and transformation connection
services. The three separate rates charged for these services are the same for all transmitters, and are referred to in
Ontario as “uniform transmission rates”.

Uniform transmission rates for all transmitters are set by the Ontario Energy Board on an annual basis, using the
revenue requirements set out in the most recent rate decision issued with respect to each transmitter.

Applications to the Ontario Energy Board for the approval of a transmitter’s revenue requirements use a forward
test year. See “Rate-Regulated Utilities – Rate Applications in Ontario – Application Process”. A transmitter earns
more revenues from transmission rates when peak electricity demand is higher than forecast in its rate application, and
conversely earns less revenues from transmission rates when peak electricity demand is lower than forecast in its rate
application.

Recent Transmission Rate Applications

Hydro One and B2M Limited Partnership make separate applications for the approval of their revenue
requirements for transmission services based on a cost of service model.

On January 8, 2015, the Ontario Energy Board approved Hydro One’s 2015 transmission rate order for
transmission services, which provided for a revenue requirement of $1,477 million for 2015 and $1,516 million for
2016. These revenue requirements reflect an approved rate base of $9,651 million, return on equity of 9.30% and
deemed capital structure of 60% debt and 40% equity. The Ontario Energy Board annually adjusts Hydro One’s
revenue requirements previously approved in a rate decision to reflect more current costs of debt and return on equity.
The adjustment to Hydro One’s 2016 revenue requirement will be reflected in a subsequent rate order. Management
anticipates that the revenue requirement for 2016 will be adjusted downward due to an anticipated decrease in the
allowable return on equity set by the Ontario Energy Board, reflecting lower interest rates.

B2M Limited Partnership is currently subject to an interim rate order that was approved by the Ontario Energy
Board in December 2014. In March 2015, B2M Limited Partnership filed an application for revenue requirements
covering the 2015 to 2019 period. B2M Limited Partnership has requested revenue requirements of $39 million for
2015, $36 million for 2016, $37 million for 2017, $38 million for 2018 and $37 million for 2019. A decision is
expected in the fourth quarter of 2015.

For a summary of Hydro One’s recent applications to the Ontario Energy Board, see “Management’s Discussion
and Analysis of Financial Condition and Results of Operations – Developments in 2015 – Applications to the Ontario
Energy Board”. Copies of Hydro One’s applications to the Ontario Energy Board and related documentation and the
approvals of the Ontario Energy Board are publicly available on the website of the Ontario Energy Board at
www.ontarioenergyboard.ca. Such applications, documentation and approvals are not incorporated by reference in, and
do not form part of, this prospectus.
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Reliability Standards for Transmission

The Company’s transmission business is required to comply with various rules and standards for transmission
reliability, including mandatory standards established by the NERC and the NPCC, both of which are industry
organizations involved in promoting and improving the reliability of transmission networks in North America. These
reliability standards are enforced by both the IESO and the National Energy Board.

Among its standards, the NERC has also established and continues to issue revised requirements to ensure that
utilities and other users, owners and operators of the bulk electricity system in North America have appropriate
procedures in place to protect critical infrastructure from cyber-attack. Hydro One’s physical, electronic and
information security processes have been and are being upgraded to meet these revised requirements. Hydro One
expects to continue to perform additional work and incur further costs in order to comply with the NERC’s updated and
revised standards.

Hydro One anticipates that the costs associated with meeting applicable reliability and critical infrastructure
standards will be incurred annually over a number of years, and will be recovered in rates.

Regional Planning

The Ontario Energy Board oversees regional planning processes to ensure that transmission and distribution
investments are coordinated at a regional level. The Ontario Energy Board has indicated it will rely on regional
planning studies and reports to support rate applications submitted by transmitters and distributors and “leave to
construct” applications submitted by transmitters. In Ontario, the regional planning process is led by the transmitter
responsible for a particular geographic region. For this purpose, the province is divided into 21 regions. As Hydro One
is the largest transmitter in Ontario, it plays a key role in the regional planning process and is responsible for leading
the regional planning process in 19 of the 21 designated regions. The completion of the first cycle of regional plans is
expected over the next two years. Once a plan is finalized and approved by the Ontario Energy Board, the transmitter
responsible for each region will implement the recommended transmission investments and distributors in the region
will implement the recommended distribution investments in their respective service territories.

In conducting the regional planning, Hydro One works closely with the IESO and all distributors in the region to
jointly identify needs and develop transmission and distribution investment options. Hydro One also coordinates with
the IESO on its Integrated Regional Resource Planning process.

Capital Expenditures

The Company’s transmission capital expenditure plan is designed to address Ontario’s changing generation
profile, accommodate load growth in areas throughout Ontario and support the expected increase in renewable energy
generation. Additionally, this plan seeks to sustain or improve Hydro One’s transmission reliability performance, as
determined by measures such as the average length (in minutes) of unplanned interruptions per delivery point. The
Company’s capital expenditure plans are included in Hydro One’s applications for transmission rates submitted to the
Ontario Energy Board.

Investments in Hydro One’s existing infrastructure are critical in order to maintain the safety, reliability and
integrity of its transmission network. The Company incurs both sustaining capital expenditures and development
capital expenditures required to upgrade or to enhance Hydro One’s system capabilities and networks. Sustaining
capital expenditures are those investments required to replace or refurbish lines or station components to ensure that
existing transmission assets function as originally designed. Development capital expenditures include those
investments required to develop and build large-scale projects such as new transmission lines and stations as well as
smaller projects such as transmission line or station reinforcements, extensions or additions. The Company expects that
it will be required to make significant investments in its existing infrastructure over the long term. The Company
anticipates that it will spend $800 million to $900 million per year over the next five years on capital expenditures
relating to its transmission business. See “Business of Hydro One – Investment Highlights – Robust and Predictable
Growth Profile”. Work related to the Company’s sustaining or development capital projects may require the Company
to shut down primary transmission lines in order to accommodate the work. While this may increase the duration of
outages, the Company believes it is important to continue with its planned capital projects work. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations – Summary of Annual Results –
Performance Measures and Targets – Continuous Improvement and Cost-effectiveness”.

Hydro One’s plans to maintain, refurbish or replace existing assets are developed on the basis of maintenance
standards, transmission asset condition assessments and end-of-service life criteria specific to each type of asset.

42



Priorities are assigned to each type of investment based on the risks that it mitigates. Hydro One is continuously
enhancing its asset planning process through the development and use of new tools. Multi-variable planning
optimization software is employed to develop a prioritized portfolio of investments spanning Hydro One’s entire
operations, in order to establish investment plans that manage the risks associated with electrical safety, reliability,
environmental considerations, customer satisfaction and operational efficiencies.

A key input to Hydro One’s planning process and the optimization software is an accurate assessment of
transmission asset condition. In 2013, Hydro One began using its Asset Analytics tool, which uses data regarding its
assets and performance algorithms to improve its ability to establish transmission asset condition and criticality. The
results from the tool support fact-based decisions regarding maintenance, refurbishment or replacement needs of
specific assets and are one of a number of key inputs into the planning process. The Asset Analytics tool is relatively
new and the Company continues to work on adding to this tool’s data set, improving the quality of its data and refining
its algorithms and logic. Hydro One’s planners use the information drawn from the Asset Analytics tool along with
other information and data to make planning or investment decisions.

The Company also engages with various stakeholders, including its customers, to determine the need, timing and
technical solutions for new connection and transmission facilities or upgrades, as well as with affected communities
and parties who may be impacted by the project. The Company also engages with First Nations and Métis communities
whose rights may be affected as part of the project development process for new or upgraded transmission lines.

Competitive Conditions

The Company’s operations are currently limited to Ontario, where the Company operates and maintains
substantially all of Ontario’s transmission system. Competition for transmission services in Ontario is currently
limited. The adoption by the Ontario Energy Board of uniform transmission rates that apply to all transmitters also
reduces the financial incentive for customers to seek alternative transmission providers, since each transmitter in
Ontario charges the same uniform rate for transmission services. Hydro One competes with other transmitters for the
opportunity to build new large-scale transmission facilities in Ontario. Management believes that Hydro One is well-
positioned to pursue the development of such facilities. Hydro One does not compete with other transmitters with
respect to investments which are made to sustain or develop its existing transmission infrastructure.

Distribution Business

Overview

Hydro One’s distribution business consists of owning, operating and maintaining Hydro One’s distribution
system, which it owns primarily through Hydro One Networks Inc., the largest local distribution company in Ontario.
The Company’s distribution system is also the largest in Ontario. The Company’s distribution business is a rate-
regulated business that earns revenues mainly by charging distribution rates that must be approved by the Ontario
Energy Board. The Company’s distribution rates are generally determined using a performance-based model, except
for the distribution rates of Hydro One Remote Communities Inc., which are set on a cost recovery basis and do not
include a return on equity.

Distribution revenues include distribution rates approved by the Ontario Energy Board and amounts to reimburse
Hydro One for the cost of purchasing electricity delivered to its distribution customers. Distribution revenues also
include minor ancillary service revenues, such as fees related to the joint use of the Company’s distribution poles by
participants in the telecommunications and cable television industries, as well as miscellaneous charges such as charges
for late payments.

As at June 30, 2015, Hydro One’s distribution assets were $9,888 million, including Hydro One Brampton
Networks Inc. Hydro One’s current distribution business no longer includes the business of Hydro One Brampton
Networks Inc. as on August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc.
were transferred to a company wholly-owned by the Province. See “Pre-Closing Transactions” for additional detail
concerning the transfer and related transactions.

Business

During 2014, Hydro One (excluding Hydro One Brampton Networks Inc.) delivered electricity through its
distribution network to approximately 1.3 million residential and business customers, most of whom are located in
rural areas, as well as 56 local distribution companies.
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Hydro One’s distribution system (excluding Hydro One Brampton Networks Inc.) includes approximately 122,000
circuit kilometres of primary low-voltage distribution lines and approximately 1,000 distribution and regulating
stations. Other distribution assets include poles, transformers, service centres and equipment.

Hydro One’s distribution system was designed to service a rural territory. Because of the lower population density in
the Company’s service territory, the Company’s costs to provide distribution services may be higher than distributors who
service urban areas. As well, unlike the distribution systems found in urban areas, Hydro One’s distribution system was
not designed to be inter-connected in loops with other distribution lines, with the result that interruptions experienced at
any point along a distribution line in Hydro One’s network can cause all customers downstream of the interruption point
to lose power. Accordingly, the reliability of Hydro One’s distribution system would generally be expected to be
inherently lower than that of local distribution companies which service urban territories. Fallen trees and component
failures on the Company’s distribution lines require immediate repair or replacement in order to restore service. As a
result, the Company engages in vegetation management activities to maintain the reliability of Hydro One’s distribution
system on a preventative basis. This consists of the trimming or removal of trees to lower the risk of contact with
distribution lines, thereby reducing the risk of power outages. The Company’s monitoring systems assist with determining
areas of priority and with system restoration. The Company relies on its local line crews comprised of full-time and union
hiring hall staff for these preventive power outage and restoration activities. Hydro One may have a longer vegetation
management cycle as compared with that of other local distribution companies. The Company believes this is consistent
with its goal of maintaining a reasonable balance of reliability for its distribution system at a reasonable cost to its
customers.

The Company completed the acquisitions of Haldimand Hydro in June 2015 and Norfolk Power in August 2014,
adding more than 40,000 customers to its distribution network. A third acquisition – Hydro One’s acquisition of
Woodstock Hydro – received Ontario Energy Board approval on September 11, 2015 and is expected to close later in
2015. Woodstock Hydro has approximately 16,000 customers. Through these acquisitions, the Company will have
increased its customer base by approximately 5%. Customers of Haldimand Hydro and Norfolk Power have seen, and
customers of Woodstock Hydro are expected to see, a reduction in their monthly distribution rates, as well as a freeze
in distribution rates for five years.

Hydro One is committed to continuously improving customer service and putting customers first. This includes
specific, measurable commitments to customers that encompass all areas of service, backed-up by best-in-class
practices and performance metrics that Hydro One will share openly with its customers. The Company implemented a
new billing system in 2013 as part of a larger initiative to adopt a new enterprise management platform. In connection
with this implementation, some of Hydro One’s customers experienced problems with their electricity bills, including
errors or delays in receiving bills. The Company corrected the cause of these errors and delays and sought to address
the resulting inconvenience caused to customers. Hydro One’s new billing system is now outperforming its previous
system in terms of timeliness, accuracy and reliability. Better processes have also been implemented for addressing and
resolving billing issues in a timely manner. For the second quarter of 2015, “billing accuracy”, as defined by the
Ontario Energy Board, was 98.6% against Hydro One’s target of 98.0% (which reflects the approval by the Ontario
Energy Board of an exemption application excluding certain customers from this calculation), and the Company’s
internal measure of billing quality was 99.8% against a target of 99.0%. Further action and improvements are
continuing to be pursued. Despite having taken these measures, the Company understands that a customer of Hydro
One has commenced an action, proposed as a class action, alleging improper billing and account management practices
in connection with the implementation of Hydro One’s billing system. This claim is in a very early stage and has not
been certified as a class action. Hydro One intends to defend the action. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations – Developments in 2015 – Class Action Lawsuit”.

Hydro One’s distribution business is involved in the connection of new sources of electricity generation, including
renewable energy. Hydro One invests in upgrades and modifications to its distribution system in order to accommodate
these new sources of generation and ensure the continued reliability of its distribution network. Hydro One has
connected approximately 13,000 small, mid-size and large embedded generators to its distribution network, including
approximately 12,200 generators with capacities of up to 10 kW. Hydro One also currently has approximately
1,500 generators that are pending connection.

As the largest distributor in Ontario, Hydro One played a major role in the installation of smart meters and the
migration of distribution customers to time of use pricing. Smart meters are regarded by the Province and Hydro One
as an integral means of promoting a culture of conservation. As of December 31, 2014, Hydro One had installed
approximately 1.4 million smart meters (including smart meters for customers of Hydro One Brampton Networks Inc.),
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which provide customers with access to information about their electricity consumption on a daily basis, allowing
customers to change their electricity consumption patterns and reduce their costs. Hydro One has completed all
material activities associated with the implementation of smart meters, and has transitioned the vast majority of its
customers to time of use pricing.

Hydro One’s distribution business also includes the business of its wholly-owned subsidiary, Hydro One Remote
Communities Inc., which supplies electricity to customers in remote communities in northern Ontario. Electricity used
by these remote communities is produced by diesel generators, supplemented by small amounts of wind or
hydroelectric generation. Hydro One operates this business on a cost recovery basis.

Regulation

Distribution Rates

In Ontario, distribution rates are determined using a performance-based model set out in the Ontario Energy
Board’s Renewed Regulatory Framework for Electricity Distributors: A Performance-Based Approach, which is
sometimes referred to as the “RRFE”. Under the RRFE, which was issued in 2012, distributors in Ontario may choose
one of three rate-setting methods, depending on their capital requirements:

• 4th Generation Incentive Rate-Setting – suitable for distributors that anticipate some incremental
investment needs will arise during the plan term,

• Custom Incentive Rate-Setting – suitable for those distributors with large or highly variable capital
requirements, and

• Annual Incentive Rate-Setting Index – suitable for distributors with limited incremental capital
requirements.

The RRFE contemplates that a distributor will apply for the approval of its revenue requirement for an initial base
year covered by the rate decision. The revenue requirement for subsequent years is determined based on a formula that
accounts for inflation and certain productivity factors set by the regulator. The revenue requirement in these subsequent
years is set on the assumption that the distributor is lowering its cost of service over the period covered by the rate
decision due to efficiency or productivity improvements. The RRFE allows the distributor to retain all or a portion of
the cost savings achieved in excess of those established by the regulator during the period covered by the rate decision.
This allows the distributor to earn more than its allowed return on equity.

The RRFE provides incentives for distributors to achieve certain performance outcomes, namely:

• Customer Focus – services are provided in a manner that responds to identified customer preferences,

• Operational Effectiveness – continuous improvement in productivity and cost performance is achieved, and
utilities deliver on system reliability and quality objectives,

• Public Policy Responsiveness – utilities deliver on obligations mandated by government, and

• Financial Performance – financial viability is maintained and savings from operational effectiveness are
sustainable.

A distributor must submit proposed performance measures as part of its application for distribution rates under the
RRFE. The Ontario Energy Board issued its report, Performance Measurement for Electricity Distributors: A
Scorecard Approach, which sets out its policies on measures to assess a distributor’s effectiveness and methods of
improvement in achieving the performance outcomes referred to above. The scorecard currently contains quantitative
measures in the areas of service quality, customer satisfaction, safety, system reliability, asset management, cost
control and financial ratios.

Distributors may also propose their own performance measures for approval by the Ontario Energy Board. In its
most recent distribution application, Hydro One submitted eight additional quantitative measures relating to areas that
will be the subject of increased spending levels over the next few years, such as pole replacements, distribution station
refurbishments and vegetation management. Distributors are required to report to the Ontario Energy Board on their
performance against the performance measures approved as part of their most recent rate decision.
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The Ontario Energy Board’s review process under the RRFE follows a similar process to that of a transmission
rate application for the review of the anticipated cost of service for providing distribution services, other than as noted
above. Once the revenue requirement for distribution services is determined, it is allocated across the distributor’s
customer rate classes using a methodology approved by the Ontario Energy Board. This results in the setting of
individual rates for distribution services based on each customer rate class. Customer rate classes for Hydro One are
reflective of the size and type of customer (such as residential, small commercial, large commercial/industrial, etc.) and
are in part tied to the population density of the areas served (such as high density urban areas, medium density areas,
and low density rural areas). Hydro One currently has 13 customer classes.

Unlike uniform transmission rates, distribution rates in Ontario are not the same for all distributors and reflect the
particular circumstances of each distributor, including its own costs of providing electricity service to its own particular
customers. The recently issued Ontario Energy Board policy, A New Distribution Rate Design for Residential
Electricity Customers, will change the current distribution rate design (a combination of a fixed monthly rate and a
variable charge) to a fixed monthly charge only. Implementation will occur over the next four to seven years for
Hydro One’s residential customers.

The OEB has also initiated a working group to consider possible changes to the design of rates for commercial
industrial customers. Changes to rate design will not impact the rates revenue requirement to be collected for each
customer class.

Distribution Rate Applications

The Company’s distribution rates, other than the distribution rates of Hydro One Remote Communities Inc., are
determined using a performance-based model.

In December 2013, Hydro One filed its 2015 to 2019 distribution rate application with the Ontario Energy Board
under the RRFE framework. Hydro One selected the Custom Incentive Rate-Setting option because it believed that this
option most closely fit the Company’s circumstances, as the Company is contemplating significant capital expenditures
over the term of its application, which would have been in excess of what would be permitted under the two other
RRFE rate application options. On March 12, 2015, the Ontario Energy Board issued a decision regarding Hydro One’s
distribution rates for a three year period from 2015 to 2017, providing for a revenue requirement of $1,326 million for
2015, $1,430 million for 2016 and $1,486 million for 2017. The 2015 revenue requirement reflects an approved rate
base of $6,552 million, return on equity of 9.30% and a deemed capital structure of 60% debt and 40% equity. The
rates are effective as of January 1 in each year. Hydro One’s revenue requirement for 2016 and 2017 are anticipated to
be adjusted to reflect more current costs of debt and return on equity. These adjustments will be reflected in subsequent
rate orders. Management anticipates that the revenue requirement for 2016 will be adjusted downward due to an
anticipated decrease in the allowable return on equity set by the Ontario Energy Board, reflecting lower interest rates.

Hydro One filed its application as a “Custom Cost of Service” application and included within the application
certain productivity improvements and cost performance metrics. However, the Ontario Energy Board did not consider
Hydro One’s application to be sufficiently aligned with the objectives of the RRFE policy to approve the application as
presented. The Ontario Energy Board approved rates for 2015, 2016 and 2017 using a cost of service methodology,
based on the evidence that was provided. The Ontario Energy Board directed Hydro One to enhance its next
distribution rate application in the areas of outcome-based regulation, externally imposed incentives, benchmarking,
continuous improvement and value to customers. This includes the preparation of a number of benchmarking and cost
related studies in order to provide the necessary benchmarking evidence and incentives for continuous improvement.
Hydro One intends to comply with these directions, and anticipates that rates beyond 2017 will be set under the
performance-based model.

Hydro One Remote Communities Inc. is not subject to the Ontario Energy Board’s performance-based model for
rate-setting, as it is exempt from certain provisions of the Electricity Act which relate to the competitive market. Hydro
One Remote Communities Inc. applies for rates on an annual basis. The Ontario Energy Board has approved its
distribution rates for 2015. The distribution rates of Hydro One Remote Communities Inc. are set on a cost recovery
basis and do not include a return on equity.

For a summary of Hydro One’s recent applications to the Ontario Energy Board, see “Management’s Discussion
and Analysis of Financial Condition and Results of Operations – Developments in 2015 – Applications to the Ontario
Energy Board”. Copies of Hydro One’s applications to the Ontario Energy Board and related documentation and the
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approvals of the Ontario Energy Board are publicly available on the website of the Ontario Energy Board at
www.ontarioenergyboard.ca. Such applications, documentation and approvals are not incorporated by reference in, and
do not form part of, this prospectus.

Conservation and Demand Management

Conservation initiatives are becoming a more important part of energy policy in Ontario and other jurisdictions.
Conservation and demand management (“CDM”) requirements in Ontario require distributors to achieve specific
energy savings targets by encouraging their customers to reduce their energy usage. Distributors seek to achieve these
targets through a number of different initiatives, including by offering customers energy saving devices for use at
home, cash rebates for the purchase of energy efficient appliances and incentives for the purchase of energy efficient
lightbulbs and other products. Distributors are responsible for developing and submitting CDM plans and reporting on
their progress towards achieving specific energy-savings targets. The IESO oversees compliance with CDM
requirements in Ontario, and also reimburses distributors for the costs of complying with CDM requirements. Hydro
One expects that its costs of complying with CDM requirements will be fully reimbursed by the IESO. As a result,
CDM-related costs that are reimbursed by the IESO are not included in Hydro One’s rate applications to the Ontario
Energy Board.

Distributors in Ontario are collectively required to achieve a total of 7 TWh of electricity savings by December 31,
2020, with each local distribution company being allocated individual energy-savings targets. Hydro One Networks Inc.’s
distribution business was assigned a peak demand reduction target of approximately 214 MW and an energy reduction
target of 1,130 GWh for the 2011-2014 years, which was equivalent to approximately a 5% peak demand reduction and a
5% energy reduction. Hydro One Networks Inc. achieved 167.4 MW in peak demand savings and 898.4 GWh in energy
savings, which represent 78.4% and 79.5% of its peak demand and energy reduction targets, respectively. The Ontario
Energy Board has recently advised that it will allow rounding up of numbers that end in 0.5% or higher such that the 80%
threshold for a CDM target will be considered to have been met if a distributor has achieved 79.5% to 79.9% of its target.
As a result, Hydro One Networks Inc. did not meet its peak demand reduction target but is considered to have met 80% of
its energy savings target. The Ontario Energy Board has indicated that it will not take any compliance action related to a
distributor who does not meet its peak demand target, and will review on a case-by-case basis any instances where a
distributor has not met 80% of its energy savings target and will determine next steps at that time. The Ontario Energy
Board has further indicated that it expects that distributors will provide detail on their performance in achieving their peak
demand and energy savings targets, both successes and challenges. Distributors that have not met at least 80% of their
energy savings target are also expected to include details of efforts they took during the 2011-2014 period to address the
shortfall in the expected results and to explain why those efforts were insufficient or unsuccessful. As Hydro One
Networks Inc. is considered to have achieved 80% of its energy reduction target, it will therefore not be subject to the
requirement to include these additional details in its CDM reports.

New targets and budgets were allocated to distributors in October 2014. Hydro One Networks Inc.’s 2015-2020
CDM savings target is 1,159 GWh. Hydro One Networks Inc.’s CDM plan was approved by the IESO on July 8, 2015.

Capital Expenditures

Hydro One is continually engaged in the replacement of distribution assets that have reached the end of their
service lives. Capital expenditures for the Company’s distribution business in the near term are anticipated to focus on
new load connections, trouble calls and storm damage, wood pole replacement, and system capability reinforcement. In
addition, the Company expects to continue to construct new distribution lines and stations in the future in response to
system growth forecasts, continued suburban community development, high load relief requirements and requirements
to connect new sources of generation. The Company expects that it will spend $600 million to $700 million per year
over the next five years on capital expenditures relating to its distribution business. See “Business of Hydro One –
Investment Highlights – Robust and Predictable Growth Profile”.

Hydro One is continuing its efforts to make the distribution system more efficient and reliable, including
investments in Hydro One’s smart grid project, which it refers to as its Distribution Modernization Project. The
Distribution Modernization Project involves the development of a functioning smart grid located in Owen Sound,
Ontario. Through this project, Hydro One is piloting, testing, validating and creating a foundation for implementing a
smart grid on a larger scale in order to enable distributed generation integration, improve reliability and operations, and
enhance outage restoration and network planning. Work on the initial phase of the Distribution Modernization Project
is expected to be completed by 2017.
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Competitive Conditions

Hydro One’s distribution service area is set out in its licence issued by the Ontario Energy Board. Only one
distributor is permitted to provide distribution services in a service territory, and distributors have exclusive rights to
provide service to new customers located within their service territory. As a result, there is very little direct competition
for distribution services in Ontario, except near the borders of adjoining service territories where a distributor may
apply to the Ontario Energy Board to claim the right to serve new customers who are not currently connected to its
distribution grid. In order to create more efficiency in the distribution sector, the Council has endorsed the need for
faster consolidation among local distribution companies in Ontario. This may result in competition for acquisition or
merger opportunities. Potential acquirors may include strategic and financial buyers, in addition to other local
distribution companies.

Other Business

Hydro One’s other business segment principally consists of its telecommunications business, which provides
telecommunications support for the Company’s transmission and distribution businesses, and also markets and sells
fibre optic capacity to telecommunications carriers and commercial customers with broadband network requirements.
This business is carried out by its wholly-owned subsidiary, Hydro One Telecom Inc.

Hydro One’s telecommunications business is not rate-regulated. However, Hydro One Telecom Inc. is registered
with the Canadian Radio-television and Telecommunications Commission as a non-dominant, facilities-based carrier,
providing broadband telecommunications services in Ontario with connections to Montreal, Québec, Buffalo, New
York and Detroit, Michigan.

Review of Operations

Hydro One has been focused on the identification of opportunities for improved corporate performance and the
development of strategies to drive more efficient, cost-effective operations. Hydro One conducts regular reviews of key
corporate activities and programs, covering areas such as construction services and project management practices, asset
deployment and controls, information technology and cybersecurity, vegetation management practices, fleet services
and utilization, supply chain management and business continuity planning, and has identified areas requiring
improvements. The Ontario Energy Board’s rate decisions also contain directions to Hydro One to reduce costs and
improve value to customers. In May 2015, the Auditor General of Ontario announced that Hydro One’s asset
management practices would be covered among the 13 “value-for-money” audits planned for inclusion in her 2015
Annual Report, which is expected to be tabled and become public in December 2015. This will be the last “value-for-
money” audit that the Auditor General conducts for Hydro One. Hydro One expects that report to be critical of its
management practices in some of these areas, including its interactions with the Ontario Energy Board, and is
continuing to work with the Auditor General and her staff in connection with the audit. Hydro One expects to provide
formal responses to her recommendations, once finalized, for inclusion in the Auditor General’s 2015 Annual Report.

Hydro One’s recently appointed board of directors and senior management team are committed to improving the
management of the Company’s assets and driving performance improvements across the Company’s operations. The
new management team expects to draw on internal reviews, objectives communicated in the Ontario Energy Board’s
rate decisions, as well as any recommendations forthcoming in the Auditor General’s audit, in developing and
implementing the Company’s strategy and related performance goals.

First Nations and Métis Communities

Management believes that building and maintaining effective relationships with First Nations and Métis
communities is important to achieving the Company’s corporate objectives. Hydro One is committed to working with
First Nations and Métis peoples in a spirit of cooperation and shared responsibility, which it believes it has been able to
demonstrate by developing an equity partnership with the Saugeen Ojibway Nation in respect of the Bruce-to-Milton
transmission line. Hydro One’s First Nations and Métis Relations policy guides all employees of Hydro One, and the
Company has a dedicated team responsible for First Nations and Métis matters. Hydro One has several programs in
place to ensure that the interests of First Nations and Métis communities and their citizens are considered and
addressed. These include dedicated summer student positions, pre-apprenticeship training opportunities, scholarships
which provide opportunities for work terms, First Nations and Métis procurement procedures and community
investments.
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The Company’s engagement with First Nations and Métis communities is overseen by the Company’s Health,
Safety, Environment and First Nations & Métis Committee. This Committee is responsible for assisting the Board in
discharging the Board’s oversight responsibilities relating to effective occupational health and safety and
environmental policies and practices at Hydro One, and its relationship with First Nations and Métis communities.

Employees and Outsourced Services

Hydro One has a highly skilled and flexible work force of over 5,400 regular employees and over 3,300 non-
regular employees province-wide, comprising a mix of skilled trades, lines staff, engineering, professional, managerial
and executive personnel. Employees work on a variety of projects covering different aspects of the Company’s
business, which include field work in relation to the Company’s transmission and distribution networks, engineering
and construction services and stations and operations and maintenance activities. Hydro One’s experienced engineering
and construction services team was responsible for designing and building Hydro One’s transmission system, with
approximately one-third of the engineering, procurement and construction work being executed by external contractors.

Hydro One’s regular employees are supplemented primarily by accessing a large external labour force available
through arrangements with the Company’s trade unions for variable workers, sometimes referred to as “hiring halls”,
and also by access to contract personnel. The hiring halls offer Hydro One the ability to access highly trained and
appropriately skilled workers on a project-by-project basis. This provides the Company with more flexibility to address
seasonal needs and unanticipated changes to its budgeted work programs. The Company also offers apprenticeship and
technical training programs to ensure that future staffing needs will continue to be met.

Hydro One’s capital projects are staffed using a combination of in-house engineering, design, procurement,
project management, construction and commissioning personnel and third party service providers who may be
contracted to provide some or all of these services, depending on the circumstances. Decisions with respect to the use
of third party service providers are made based on the complexity of the capital project, estimated cost differential and
an evaluation of various risks and factors. These factors include project risk, potential risks to other assets of Hydro
One, the impact on customers and worker safety considerations. Hydro One’s experienced hiring hall construction staff
is typically utilized for sustainment work on assets involving working in a “live” electricity environment, while third
parties are typically engaged for new construction, standard design work or lower risk projects. All construction
personnel, regardless of their source, are unionized.

To gain efficiencies and cost reductions, Hydro One has outsourced certain non-core functions, including facilities
management services with respect to its stations and other facilities, and certain back-office services such as
information technology, payroll, supply chain, call centre and accounting services. Inergi LP (an affiliate of Capgemini
Canada Inc.) provides the Company with back-office services and call centre services under an agreement that expires
on December 31, 2019 for back-office services and February 28, 2018 for call centre services. The Company has an
option to renew the agreement for two additional terms of one year each. Brookfield Global Integrated Solutions
(formerly Brookfield Johnson Controls Canada) provides the Company with facilities management services under an
agreement that expires on December 31, 2024, with an option in favour of the Company to renew the agreement for an
additional term of three years.

The following table sets out the number of Hydro One employees represented by unions as of June 30, 2015. The
Company also has 614 regular management employees and 28 non-regular management employees.

Union Regular Employees Non-Regular Employees

Power Workers’ Union . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,455 1,932(1)

The Society of Energy Professionals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,402 55
Canadian Union of Skilled Workers and construction building trade unions(2) . . 0 1,351

Notes:

(1) Includes 1642 non-regular “hiring hall” employees covered by the Power Workers’ Union agreement.

(2) Employees are jointly represented by both unions. The construction building trade unions have collective agreements with the Electrical Power
Sector Construction Association (“EPSCA”).

The Power Workers’ Union represents the majority of the skilled trade personnel employed by Hydro One. On
April 14, 2015, Hydro One Inc. reached an agreement with the Power Workers’ Union for the renewal of their
collective agreement. This new collective agreement was ratified by the board of directors of Hydro One Inc. on
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July 21, 2015 and by the Power Workers’ Union on July 3, 2015. The agreement is for a three-year term, covering the
period from April 1, 2015 to March 31, 2018. It provides a 1% wage increase annually to the employees represented by
the Power Workers’ Union, which is offset by savings derived from flexibility negotiated in the collective agreement,
including new contracting-out provisions. Under the renewal collective agreement, employees represented by the
Power Workers’ Union will also be subject to increased annual employee pension contributions. Regular employees
who were contributing to the Hydro One Inc. pension plan as of April 1, 2015 will receive, while they remain
employed by Hydro One, lump sum cash payments in 2015 and 2016 and annual share grants for a 12 year period after
that, made possible as a result of increased employee pension contributions. The share grants will be made under an
employee share grant plan to be established by Hydro One Limited prior to the closing of this offering. See “Share
Grant Plans”. The annual share grant per participant under such plan will be based on 2.7% of an eligible employee’s
salary as at April 1, 2015. New employees will be subject to the pension contribution increases but will not be eligible
for these cash payments and share grants.

The Society of Energy Professionals represents professional and first-level supervisory staff employed by Hydro
One. On July 24, 2015, Hydro One Inc. reached an agreement with The Society of Energy Professionals for an early
renewal collective agreement. This new collective agreement was ratified by the board of directors of Hydro One Inc.
on August 11, 2015 and by The Society of Energy Professionals on August 31, 2015. The agreement is for a three-year
term, covering the period from April 1, 2016 to March 31, 2019. It provides a 0.5% wage increase annually to the
employees represented by The Society of Energy Professionals, which is offset by savings derived from flexibility
within the collective agreement. Under the renewal collective agreement, employees represented by The Society of
Energy Professionals will also be subject to increased annual employee pension contributions. Regular employees who
were contributing to the Hydro One Inc. pension plan as September 1, 2015 will receive, while they remain employed
by Hydro One, lump sum cash payments in 2016 and 2017 and annual share grants for a 12 year period after that, made
possible as a result of increased employee pension contributions. The share grants will be made under an employee
share grant plan to be established by Hydro One Limited prior to the closing of this offering. See “Share Grant Plans”.
The annual share grant per participant under such plan will be based on 2.0% of an eligible employee’s salary as at
September 1, 2015. New employees will be subject to the pension contribution increases but will not be eligible for
these cash payments and share grants.

The settlements of the renewal collective agreements for the Power Workers’ Union and The Society of Energy
Professionals were intended by management to be “net zero,” meaning any increase in pay or benefits is expected to be
offset by savings elsewhere in the renewal collective agreements. Both renewal collective agreements contain
important changes to pension arrangements which are expected to reduce the Company’s future exposure to pension
costs and move the relative share of pension costs to or close to 50/50 as between employer and employee.

Regular employees represented by The Society of Energy Professionals who are not participants in the employee
share grant plan referred to above or whose participation has ended will have the opportunity to participate in an
employee share ownership plan to be established by Hydro One Limited. Participants under this plan may elect to
contribute between 1% and 4% of their base salary to the plan, with the Company matching 25% of each participant’s
total contributions, subject to a two year holding requirement. Common shares delivered under this plan will be
purchased on the open market.

On July 28, 2015, Hydro One Inc. and the Canadian Union of Skilled Workers reached a renewal collective
agreement for a three-year term, covering the period from May 1, 2014 to April 30, 2017. The agreement was ratified
by the board of directors of Hydro One Inc. on August 31, 2015 and remains subject to ratification by the Canadian
Union of Skilled Workers.

The EPSCA is an employers’ association of which Hydro One Inc. is a member. A number of the EPSCA
construction collective agreements, which bind Hydro One Inc., expired on April 30, 2015. Tentative agreements have
been reached with the United Association of Plumbers and Pipefitters, the Boilermakers, and the Insulators for a five-
year term, covering May 1, 2015 to April 30, 2020. These agreements have been ratified by the board of directors of
the EPSCA and the unions. Negotiations for renewals for the remaining collective agreements have commenced.

Health, Safety and Environmental Management

Hydro One has integrated the management of health and safety into a single Health, Safety and Environment
Management System, which holds OHSAS 18001 registration and is ISO 14001 compliant. OHSAS 18001 is an
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international recognized standard for occupational health and safety management systems. Effective risk assessment
and management are key elements to the successful minimization of risk and performance improvements. Within
Hydro One, health, safety and environmental hazards and risks have been identified and assessed and controls have
been implemented to mitigate significant risks. The Company has policies in place regarding health and safety, public
safety, environmental and workplace human rights and anti-harassment.

In January 2015, Hydro One Networks Inc. was designated a “Sustainable Electricity Company”. The Sustainable
Electricity Company™ brand mark is a designation established by the Canadian Electricity Association. Companies
that wish to use the Sustainable Electricity Company™ brand mark must commit to core subjects, issues and related
actions and expectations contained in the standard that are deemed applicable and significant to the Company and its
stakeholders. The brand mark is granted for five years, with the option for renewal thereafter. The use of the
Sustainable Electricity Company™ brand mark demonstrates Hydro One’s commitment to responsible environmental,
social and economic practices, and to the principles of sustainable development.

Given the nature of the work undertaken by Hydro One employees, health and safety remains one of the
Company’s top priorities. The Company is committed to creating and maintaining an injury-free workplace and
maintaining public safety through a concentrated focus on the elimination of serious injuries or “near-misses” which
have the potential to cause serious injuries. The Company has developed and is continuing to develop a number of
programs and initiatives for accident prevention and to minimize the risk of injury to the public associated with its
facilities and operations.

Measures are in place to monitor, on a regular basis, health, safety and environment performance using proactive
and reactive measures and/or qualitative and quantitative measures. The 10 year evolution of Hydro One’s recordable
rate, its key health and safety performance measure, has seen an approximate 75% reduction. All measures are
monitored by management and by the Health, Safety & Environment and First Nations & Métis Committee.
Management compensation has been tied, in part, to success in achieving annual health and safety performance targets.
A program allowing for an effective early and safe return to work has allowed the Company to ensure that, when
injuries occur, employees recover and return to the workplace as soon as possible.

In 2015, Hydro One continued with its “Journey to Zero” safety initiative that was started in 2009. This initiative
compares Hydro One to other companies to see where performance gaps might exist. Safety perception assessments
were completed in 2009 and 2013 and will continue in 2015. The results of these assessments identify opportunities for
improvement and the development of new health and safety initiatives using cross-functional teams from across the
province.

Environmental Regulation

Hydro One is subject to extensive federal, provincial and municipal regulation relating to the protection of the
environment that governs, among other things, environmental assessments, discharges to water and land and the
generation, storage, transportation, disposal and release of various hazardous substances. Estimated environmental
liabilities are reviewed annually or more frequently if significant changes in regulation or other relevant factors occur.
Estimated changes are accounted for prospectively.

Permits and Approvals

The Company is required to obtain and maintain specified permits and approvals from federal, provincial and
municipal authorities relating to the design, construction and operation of new and upgraded transmission and
distribution facilities. Examples include environmental assessment approvals, permits for facilities to be located in
parks or other regulated areas, water crossing permits, and approvals to discharge to air and water. Some projects may
require environmental approvals from the federal government. Interconnections with neighbouring utilities in other
provinces and states also require federal approval and will be subject to federal regulatory review.

In general, larger projects are subject to an individual environmental assessment process. The majority of
approvals fall under a class environmental assessment process which provides for more streamlined approvals. The
scope, timing and cost of environmental assessments are dependent on the scale and type of project, the location (urban
versus rural), the environmental sensitivity of affected lands and the significance of potential environmental effects.
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Regulation of Releases

Federal, provincial and municipal environmental legislation regulates the release of specific substances into the
environment through the prohibition of discharges that will or may have an adverse effect on the environment. Spills
and leaks of substances occur in the course of our normal operations. Accordingly, Hydro One has spill, leak
prevention and leak mitigation programs involving the testing, replacement, repair and installation of containment
systems including re-gasketting of transformers and sulphur-hexafluoride filled equipment. In addition, the Company
has an emergency response capability which the Company believes is sufficient to minimize the environmental impact
of spills and to comply with its legal obligations.

Hazardous Substances

Hydro One manages a number of hazardous substances, such as PCBs, herbicides, and wood preservatives. In
addition, some facilities have substances present which are designated for special treatment under occupational health
and safety legislation, such as asbestos, lead and mercury. The Company has environmental management programs in
place to deal with PCBs, herbicides, asbestos, and other hazardous substances.

Land Assessment and Remediation

Hydro One has a voluntary land assessment and remediation program in place to identify and, where necessary,
remediate historical contamination that has resulted from past operational practices and uses of certain long-lasting
chemicals at the Company’s facilities. These programs involve the systematic identification of any contamination at or
from these facilities and, where necessary, the development of remediation plans for the Company’s properties and
affected adjacent private properties. Future consolidated expenditures related to Hydro One’s land assessment and
remediation program are currently estimated at approximately $66 million as at June 30, 2015. These expenditures are
expected to be spent over the period ending 2023. The consolidated expenditures on this program for 2014 were
approximately $13 million. These costs are expected to be recovered in the Company’s transmission and distribution
rates.

Insurance

Hydro One maintains insurance coverage, including liability, all risk property, boiler and machinery and directors’
and officers’ insurance. The Company also maintains other insurance coverage that is required by law, covering risks
such as automobile liability, pesticide liability and aircraft liability. The Company does not have insurance for damage
to its transmission and distribution wires, poles or towers located outside transmission and distribution stations,
including damage caused by severe weather, other natural disasters or catastrophic events or for environmental
remediation costs. The Ontario Energy Board has generally permitted the recovery of costs associated with extreme
weather events, such as the ice storm that occurred in 1998.

USE OF PROCEEDS

Hydro One will not receive any proceeds from the sale of the common shares by the Province.

The net proceeds of this offering to the Province will be $1,635,949,200 ($1,800,351,000, assuming the exercise
of the Over-Allotment Option in full), after deducting the Underwriters’ Fee (assuming that 70% of the common shares
offered under this prospectus are sold to institutional investors), but excluding the expenses of the offering set out on
the cover page of this prospectus, all of which will be borne by the Province.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following presents historical and pro forma summary consolidated financial information of Hydro One Inc.,
in each case, for the periods ended and as at the dates indicated below. The selected consolidated financial information
has been derived from the unaudited interim financial statements of Hydro One Inc. as at and for the three and six
month periods ended June 30, 2015 and June 30, 2014 and the audited consolidated financial statements of Hydro One
Inc. as at and for the years ended December 31, 2014, December 31, 2013 and December 31, 2012 appearing elsewhere
in this prospectus. Hydro One’s historical results for any prior period are not necessarily indicative of its results to be
expected in any future period. The selected pro forma condensed financial information as at and for the six months
ended June 30, 2015 and for the year ended December 31, 2014 has been derived from the unaudited pro forma
condensed consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, and give effect
to the transactions described in the notes to those statements as if they had occurred on January 1, 2014 for the
unaudited pro forma condensed consolidated statements of operations and June 30, 2015 for the unaudited pro forma
condensed consolidated balance sheet. Those transactions relate to the following events:

• the payment by Hydro One Inc. and certain of its subsidiaries of the “departure tax”, as described in
“Departure Tax”,

• the recognition by Hydro One Inc. of a deferred tax asset as a consequence of leaving the PILs regime and
entering the corporate tax regime (see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations – Factors Affecting Results of Operations – Payments in Lieu of Corporate Income
Taxes”),

• the recapitalization of Hydro One Networks Inc., as described in “Pre-Closing Transactions”, and

• the transfer of all of the issued and outstanding shares of Hydro One Brampton Networks Inc. to a company
wholly-owned by the Province, as described in “Pre-Closing Transactions”.

The selected pro forma condensed financial information is unaudited, for informational purposes only, and not
necessarily indicative of what Hydro One Inc.’s financial position or results of operations would have been had such
transactions been completed as at the dates indicated and does not purport to represent what the financial position or
results of operations might be for any future period.

The following information should be read in conjunction with “Risk Factors”, “Consolidated Capitalization”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”, the consolidated financial
statements of Hydro One Inc., and the unaudited pro forma condensed consolidated financial statements of Hydro One
Inc. and the related notes included elsewhere in this prospectus. The financial statements of Hydro One Inc. included in
this prospectus have been prepared in accordance with U.S. GAAP.

Six Months Ended June 30

Statement of Operations Data(1) 2015 2015 2014

(pro forma)
($, in millions)

Revenues
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,320 2,574 2,497
Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 770 770 804
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27 27 29

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,117 3,371 3,330

Costs
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,590 1,808 1,746
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 546 560 645
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 368 377 348

Total costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,504 2,745 2,739

Income before financing charges and provisions for payments in lieu of corporate
income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 613 626 591

Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193 187 185
Provision for payments in lieu of corporate income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 64 68 51

Net income(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 356 371 355
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Year ended December 31

Statement of Operations Data(1) 2014 2014 2013 2012

(pro forma)
($, in millions)

Revenues
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,408 4,903 4,484 4,184
Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,588 1,588 1,529 1,482
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 57 61 62

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,053 6,548 6,074 5,728

Costs
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,993 3,419 3,020 2,774
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,165 1,192 1,106 1,071
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 708 722 676 659

Total costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,866 5,333 4,802 4,504

Income before financing charges and provisions for payments in lieu of
corporate income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,187 1,215 1,272 1,224
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 392 379 360 358
Provision for payments in lieu of corporate income taxes . . . . . . . . . . . . . . . . . . 87 89 109 121

Net income(4)(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 708 747 803 745

As at June 30 As at December 31

Selected Balance Sheet Data(1)(2) 2015 2015 2014 2013 2012

(pro forma)
($, in millions)

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,871 23,167 22,550 21,625 20,811
Long-term debt (including current portion) . . . . . . . . . . . . . . . . . . . . . 10,090 9,290 8,925 9,057 8,479

Notes:

(1) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-
owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc. Because this transfer occurred after the dates of, and
periods covered by, the historical consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, those financial
statements and the historical summary data appearing in the table above include the assets, liabilities and results of operations of Hydro One
Brampton Networks Inc. during the periods and as at the dates indicated, except in the columns marked as “pro forma”.

(2) Prior to the closing of this offering, Hydro One Limited will issue $418 million of Series 1 preferred shares to the Province at a price of
$25.00 per share. The existing preferred shares of Hydro One Inc. held by the Province will be cancelled. The initial dividend amount on the
Series 1 preferred shares will be $1.0625 per share per year, and the dividend rate will be reset every five years in accordance with the terms of
such shares. See “Description of Share Capital – Preferred Shares”.

(3) Net income presented is before the payment of dividends on preferred shares of Hydro One Inc. and prior to net income (loss) attributable to
noncontrolling interest. Net income is therefore not equivalent to net income attributable to common shareholders. Dividends on preferred shares
of Hydro One Inc. were $9 million for each of the six months ended June 30, 2015 and 2014. Net income attributable to noncontrolling interest
for the six months ended June 30, 2015 was $3 million and for the six months ended June 30, 2014 was nil.

(4) Net income presented is before the payment of dividends on preferred shares of Hydro One Inc. and prior to net income (loss) attributable to
noncontrolling interest. Net income is therefore not equivalent to net income attributable to common shareholders. Dividends on preferred shares
of Hydro One Inc. were $18 million for each of the years ended December 31, 2014, 2013 and 2012. Net loss attributable to noncontrolling
interest for the year ended December 31, 2014 was $2 million and for each of the years ended December 31, 2013 and 2012 were nil.

(5) Pro forma net income of Hydro One Inc. for the year ended December 31, 2014 reflects an estimated deferred tax asset adjustment arising as a
result of Hydro One leaving the PILs regime and entering the corporate tax regime. See “Departure Tax”. This estimated deferred tax asset
adjustment was based on an estimated fair market value of Hydro One’s net assets of approximately $13,522 million, which was the same
estimated fair market value used for the purposes of determining the departure tax amount of $2.6 billion payable by Hydro One as referred to in
“Departure Tax”. This estimated fair market value of Hydro One’s net assets was determined by Hydro One principally using a discounted cash
flow approach for certain assets and an asset-based approach for other assets, and was used in calculating the amount of the departure tax
payable that was agreed between Hydro One and the Province in early September 2015. The actual amount of the deferred tax asset for the year
ended December 31, 2015 will be based on the actual fair market value of Hydro One’s net assets, which will be determined following pricing of
this offering. The departure tax payable by Hydro One has been fixed at $2.6 billion, and will not be adjusted based on the fair market value of
Hydro One’s net assets as finally determined. Net income for the year ended December 31, 2015 will reflect the payment of the departure tax
and recognition of the actual amount of the deferred tax asset, which may be different from the recognition of the estimated deferred tax asset
reflected in pro forma net income of Hydro One Inc. for the year ended December 31, 2014. As a result, net income for the year ended
December 31, 2015 may be impacted by the difference, if any, between the actual and estimated fair market value of Hydro One’s net assets.
Any impact on net income as a result of such difference will be non-cash-related and will only impact net income for the year ended December
31, 2015 and not subsequent years. The Company estimates that a $1,000 million increase or decrease in the fair market value of Hydro One’s
net assets would result in a corresponding increase or decrease in the deferred tax asset, and therefore net income, of approximately
$200 million.

54



Six months ended June 30 Year ended December 31

Other Financial Measures(1) 2015 2014 2014 2013 2012

($, in millions)
Reconciliation of net income to adjusted net income
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371 355 747 803 745
Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — —

Adjusted net income(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371 355 747 803 745

Reconciliation of net cash from operating activities to FFO
Net cash from operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 713 334 1,256 1,404 1,294
Change in non-cash operating working capital . . . . . . . . . . . . . . . . . . . 59 304 55 (11) 31
Preferred dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9) (9) (18) (18) (18)
Noncontrolling interest distributions(3) . . . . . . . . . . . . . . . . . . . . . . . . . . (2) — — — —

FFO(2)(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 761 629 1,293 1,375 1,307

Notes:
(1) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-

owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc. Because this transfer occurred after the dates of, and
periods covered by, the historical consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, those financial
statements and the other financial measures appearing in the table above include amounts contributed by Hydro One Brampton Networks Inc.
during the periods indicated.

(2) Adjusted net income and FFO are non-GAAP measures. See “Non-GAAP Measures”.
(3) In 2014, there was a $72 million noncontrolling interest contribution. This was a one-time item, and has been excluded from the calculation of

FFO in 2014.
(4) FFO, as shown, has been calculated based on the historical financial information of Hydro One Inc. and does not reflect any of the pro forma

adjustments set out in the unaudited pro forma condensed consolidated financial statements of Hydro One Inc. appearing elsewhere in this
prospectus, including the net pro forma reduction in cash tax of $56 million for the year ended December 31, 2014 and $49 million for the six
month period ended June 30, 2015. See note 2C(vi) of the unaudited pro forma condensed consolidated financial statements of Hydro One Inc.
included elsewhere in this prospectus.

Operating Statistics and Other Information (Including
Hydro One Brampton Networks Inc. except where noted)(1)

Year Ended December 31

2014 2013 2012

Transmission
Electricity transmitted (TWh) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139.8 140.7 141.3
Total transmission lines spanning the province (circuit-kilometres) . . . . . . . . . . 29,344 29,344 29,327
Rate base(2) ($ millions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,934 9,353 8,774
Capital investments ($ millions)(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 845 714 776

Distribution
Electricity distributed to Hydro One customers (TWh) . . . . . . . . . . . . . . . . . . . . 29.8 29.8 29.2
Electricity distributed through Hydro One lines (TWh) . . . . . . . . . . . . . . . . . . . . 42.4 42.5 42.4
Total distribution lines spanning the province (circuit kilometres) . . . . . . . . . . . 123,657 122,853 121,525
Distribution customers (Hydro One Networks Inc.)(4) . . . . . . . . . . . . . . . . . . . . . 1,268,745 1,270,817 1,236,526
Distribution customers (Hydro One Brampton Networks Inc.) . . . . . . . . . . . . . . 149,681 146,039 141,860
Rate base(2) ($ millions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,315 5,925 5,550
Capital investments ($ millions)(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 680 673 671

Certain Operating Statistics for Hydro One Brampton Networks Inc.(3)

Total distribution lines (circuit kilometres) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,242 3,104 2,952
Distribution customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 149,681 146,039 141,860

Notes:
(1) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-

owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions. Hydro One
Brampton Networks Inc. was previously a wholly-owned subsidiary of Hydro One Inc. Because this transfer occurred after the dates of, and
periods covered by, the historical consolidated financial statements of Hydro One Inc. appearing elsewhere in this prospectus, those financial
statements and the summary operating statistics appearing in the table above include amounts contributed by Hydro One Brampton Networks
Inc. during the periods indicated.

(2) Rate base in each year refers to the rate base of Hydro One Networks Inc.’s transmission business or distribution business, as the case may be,
approved by the Ontario Energy Board for that year. See “Meaning of Certain References”.

(3) On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were transferred to a company wholly-
owned by the Province. See “Pre-Closing Transactions” for additional detail concerning the transfer and related transactions.

(4) Includes certain classes of customers which are excluded in the Ontario Energy Board Yearbook of Distributors (2014).
(5) Capital investments consists of capital expenditures presented in Hydro One’s consolidated statement of cash flows, adjusted for capitalized

depreciation, if any, and net changes in related accruals.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Hydro One Limited was incorporated on August 31, 2015. It has not completed its first fiscal year and has had
limited activity. Prior to the completion of this offering, Hydro One Inc. will become a wholly-owned subsidiary of
Hydro One Limited. See “Pre-Closing Transactions”.

This management’s discussion and analysis of financial condition and results of operations (“MD&A”) has been
prepared with respect to Hydro One Inc. (the “Company” or “Hydro One”). In this MD&A only, references to the
“Company” or “Hydro One” refer to Hydro One Inc. and its consolidated subsidiaries, and do not include or refer to
Hydro One Limited and references to “Shareholder” refer to the Province of Ontario.

This MD&A should be read in conjunction with the consolidated financial statements and accompanying notes of
Hydro One that appear elsewhere in this prospectus. Those financial statements consist of the unaudited interim
financial statements of Hydro One for the three and six month periods ended June 30, 2015 and the balance sheet as at
June 30, 2015 and December 31, 2014, the audited consolidated financial statements of Hydro One as at and for the
years ended December 31, 2014 and 2013, and the audited consolidated financial statements of Hydro One as at and for
the years ended December 31, 2013 and 2012, in each case, together with the notes accompanying such financial
statements.

On August 31, 2015, all of the issued and outstanding shares of Hydro One Brampton Networks Inc. were
transferred from Hydro One Inc. to a company wholly owned by the Province, as described in “Pre-Closing
Transactions”. Hydro One Brampton Networks Inc. was previously a wholly owned subsidiary of Hydro One. Because
this transfer occurred after the dates of, and periods covered by, the consolidated financial statements of Hydro One
appearing elsewhere in this prospectus, those financial statements and the summary consolidated financial information
derived from those financial statements include the assets, liabilities and results of operations of Hydro One Brampton
Networks Inc. Accordingly, all financial information of Hydro One referred to or discussed in this MD&A
includes the assets, liabilities and results of operations of Hydro One Brampton Networks Inc. To see the impact
of certain transactions related to the offering on the financial statements of Hydro One Inc., including the
transfer of all of the issued and outstanding shares of Hydro One Brampton Networks Inc. to a company wholly
owned by the Province, see the unaudited pro forma condensed consolidated financial statements of Hydro One
Inc., together with “Summary Consolidated Financial Information” and “Selected Consolidated Financial
Information” elsewhere in this prospectus.

The Company’s consolidated financial statements are presented in Canadian dollars and have been prepared in
accordance with U.S. GAAP. The Ontario Energy Board approved the use of U.S. GAAP for rate setting and regulatory
accounting and reporting by Hydro One Networks Inc.’s (“Hydro One Networks”) transmission and distribution
businesses, as well as by Hydro One Remote Communities Inc., beginning with the 2012 financial year. Hydro One
Networks and Hydro One Remote Communities Inc. are wholly owned subsidiaries of Hydro One. During the periods
presented, Hydro One Brampton Networks Inc. used Canadian GAAP (Part V) for its distribution rate-setting purposes.

All financial information in this MD&A is presented in Canadian dollars, unless otherwise indicated.

Some of the information contained in this MD&A contains forward-looking information that involves risks and
uncertainties. See “Forward-Looking Information” and “Risk Factors” for a discussion of the uncertainties and
assumptions associated with these statements. Actual results may differ materially from those indicated or underlying
forward-looking information as a result of various factors, including those described under “Risk Factors” and
elsewhere in this MD&A.

Overview

Hydro One has three business segments: (i) transmission; (ii) distribution; and (iii) other business (primarily
telecommunications).

Hydro One’s transmission business consists of owning, operating and maintaining Hydro One’s transmission
system, which accounts for 96% of Ontario’s entire transmission network based on revenue approved by the Ontario
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Energy Board. This includes the Company’s 66% ownership interest in B2M Limited Partnership, a limited partnership
between Hydro One and the Saugeen Ojibway Nation in respect of the Bruce-to-Milton transmission line. All of the
Company’s transmission business is carried out by Hydro One Networks, except for the portion of its business held
through B2M Limited Partnership, which the Company controls and operates.

Hydro One’s distribution business consists of owning, operating and maintaining Hydro One’s distribution
system, which the Company owns primarily through Hydro One Networks, the largest local distribution company in
Ontario. The Company’s distribution system is also the largest in Ontario, spanning approximately 75% of the
geographic area of the province. Hydro One’s distribution business also includes the business of Hydro One Remote
Communities Inc., which supplies electricity to customers in remote communities in northern Ontario, as well as the
distribution businesses of Norfolk Power and Haldimand Hydro.

Hydro One’s other business segment principally consists of its telecommunications business, which provides
telecommunications support for the Company’s transmission and distribution businesses, and also markets and sells
fibre optic capacity to telecommunications carriers and commercial customers with broadband network requirements.
The telecommunications business is carried out by the Company’s wholly-owned subsidiary, Hydro One Telecom Inc.

Summary of Results for Three and Six Month Periods

Consolidated Statements of Operations
and Comprehensive Income Three months ended June 30 Six months ended June 30

2015 2014 2015 2014

(millions of Canadian dollars, except per share amounts)

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,563 1,566 3,371 3,330
Net income attributable to Shareholder of Hydro One . . . . . 136 115 368 355
Earnings per common share (Canadian dollars) . . . . . . . . . 1,308 1,099 3,594 3,456
Dividends per common share (Canadian dollars) . . . . . . . . 250 250 500 2,196
Dividends per preferred share (Canadian dollars) . . . . . . . . 0.34 0.34 0.69 0.69

Consolidated Balance Sheets June 30,
2015

December 31,
2014

(millions of Canadian dollars)

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,167 22,550
Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,290 8,925
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 323 323
Net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,257 7,947

During the six months ended June 30, 2015, Hydro One earned net income of $368 million and revenues of
$3,371 million. The Company made capital investments totalling $774 million to improve its transmission and
distribution systems’ reliability and performance, address its aging power system infrastructure, facilitate new
generation, and improve service to its customers.

Developments in 2015

Change in Credit Ratings

On April 17, 2015, Moody’s Investors Service (Moody’s) affirmed the senior unsecured ratings of Hydro One at
A1 but revised its outlook on the Company to negative from stable. On September 18, 2015, Moody’s downgraded the
senior unsecured ratings of Hydro One to A2 from A1, and maintained its outlook on the Company as negative.
Moody’s noted that the negative outlook reflects the high probability of a further downgrade to A3 following this
offering. Moody’s also stated that a downgrade to A3 would lead to a downgrade of Hydro One’s short-term debt
rating to Prime-2.

On April 20, 2015, Standard & Poor’s Rating Services Inc. (S&P) downgraded its long-term corporate credit
rating on Hydro One to A from A+, and revised its outlook on the Company to stable from negative. On September 18,
2015, S&P affirmed its long-term corporate credit rating on Hydro One of A (stable).

On September 18, 2015, DBRS Limited (DBRS) placed Hydro One’s issuer rating and senior unsecured
debentures rating “under review with developing implications” and placed its short-term debt rating “under review with
negative implications”.
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The Moody’s and S&P ratings changes and actions were related to the announcement by the Province that it
intended to dispose of up to 15% of its shares in Hydro One via an initial public offering, and the subsequent filing of a
preliminary base PREP prospectus of Hydro One Limited dated September 17, 2015 relating to this offering. The
action taken by DBRS followed the filing of the preliminary base PREP prospectus of Hydro One Limited dated
September 17, 2015 relating to this offering in anticipation of the impact of certain of the transactions disclosed in
“Pre-Closing Transactions”.

A summary of the Company’s corporate credit ratings can be found in the section “Liquidity and Capital
Resources for Three and Six Month Periods – Financing Activities” in this MD&A and under “Credit Ratings of
Securities.”

Haldimand Hydro Acquisition

In June 2015, Hydro One acquired 100% of the common shares of Haldimand Hydro, an electricity distribution
company located in southwestern Ontario, following approval of the acquisition by the Ontario Energy Board in March
2015. The Haldimand Hydro acquisition is part of the Company’s local distribution company consolidation strategy to
better serve Ontario’s distribution system and improve system reliability and efficiency across the grid. Hydro One is
committed to delivering reliable service for Haldimand Hydro’s customers and improving efficiencies in both the
Haldimand Hydro and Hydro One systems as a result of the acquisition. The purchase price for Haldimand Hydro was
approximately $65 million, subject to final closing adjustments. Closing adjustments to the purchase price and the final
allocation of the consideration paid are expected to be completed by the end of 2015.

Class Action Lawsuit

On July 22, 2015, two Toronto law firms issued a joint press release announcing that a $125 million lawsuit had
been commenced in the Ontario Superior Court of Justice against Hydro One and four of its subsidiaries. The statement
of claim dated September 9, 2015 alleges improper billing and account management practices. The action is proposed
as a class action. This claim is in a very early stage and has not been certified as a class action. It is too early to assess
the merits of the claim. Hydro One intends to defend the action.

Outlook

The following is a discussion of certain factors that have impacted or are anticipated to impact the Company’s
results of operations in 2015, as well as certain events that occurred in 2014 that may impact the comparability of the
Company’s results of operations for 2015 and interim periods during 2015.

• The Company continues to benefit from increased transmission and distribution rates in 2015 as a result of
the Company’s most recent transmission and distribution rate decisions.

• During the first half of 2015, operation, maintenance and administration costs relative to the same period in
2014 were lower due to the stabilization of the Company’s customer information system and the acceleration
of collections on aged accounts receivable. These costs declined significantly in the fourth quarter of 2014,
partially offsetting a large portion of the increased costs earlier in the year. These in-year timing differences
combined with certain other reductions resulted in lower overall operation, maintenance and administration
costs in the fourth quarter of 2014 compared to the preceding three quarters. These costs have returned to a
more normalized level and are more equally spread over the course of 2015.

• During 2014, the Company’s results of operations were positively affected by increased system usage and
transmission load due to weather conditions. These positive impacts may not recur during 2015.

• As part of its settlement of 2013 and 2014 transmission rates, the Company is subject to a revenue clawback
intended to account for the difference between actual and forecast load attributable to any shortfalls in the
forecasted province-wide conservation and demand management or “CDM” savings. The Company is
obligated to transfer to a variance account the amount of transmission revenues that reflects the impact on the
Company’s revenue requirement of actual province-wide CDM savings versus the forecast province-wide
CDM savings for those years. The amount to be transferred for 2014 is $27.8 million. The impact was
recorded in the third quarter of 2015.

• During the fourth quarter of 2015, the Company is anticipated to incur costs related to the granting of shares
to certain unionized employees pursuant to the share grant plans to be established for the benefit of certain
employees represented by the Power Workers’ Union and The Society of Energy Professionals, as described
in “Share Grant Plans”. These costs are anticipated to result in a non-cash charge to net income of
approximately $8 million, which would be included in operation, maintenance and administration costs.
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• As a result of Hydro One leaving the PILs regime and entering the corporate tax regime, Hydro One will
recognize a deferred tax asset that is currently estimated in the unaudited pro forma condensed consolidated
financial statements of Hydro One Inc. included elsewhere in this prospectus to be $1,245 million due to the
revaluation of the tax basis of Hydro One’s fixed assets at their fair market value and recognition of eligible
capital expenditures. See “Departure Tax”. This estimated deferred tax asset adjustment was based on an
estimated fair market value of Hydro One’s net assets of approximately $13,522 million, which was the same
estimated fair market value used for the purposes of determining the departure tax amount of $2.6 billion
payable by Hydro One as referred to in “Departure Tax”. The actual amount of the deferred tax asset for the
year ended December 31, 2015 will be based on the actual fair market value of Hydro One’s net assets,
which will be determined following pricing of this offering. Net income for the year ended December 31,
2015 may be impacted by the difference, if any, between the actual and estimated fair market value of Hydro
One’s net assets, since this difference will impact the actual amount of the deferred tax asset. Any impact on
net income as a result of such difference will be non-cash-related and will only impact net income for the
year ended December 31, 2015 and not subsequent years. The Company estimates that a $1,000 million
increase or decrease in the fair market value of Hydro One’s net assets would result in a corresponding
increase or decrease in the deferred tax asset, and therefore net income, of approximately $200 million. See
“Summary Consolidated Financial Information” and “Selected Consolidated Financial Information”.

• In the third and fourth quarters of 2014, Hydro One recognized in net income non-recurring insurance
proceeds of $11 million related to 2013 floods at the Company’s Richview and Manby transformer stations.

• During 2014, the Company realized an effective tax rate of approximately 10%. For the six months ended
June 30, 2015, the Company realized an effective tax rate of approximately 16% and anticipates an effective
tax rate of approximately 15% for the remainder of 2015. The difference in the effective tax rate between
2014 and 2015 is due primarily to accelerated capital cost allowance recognized in 2014 for certain classes of
assets.

• The transfer of Hydro One Brampton Networks Inc. as described in “Pre-Closing Transactions” is expected
to have a non-material effect on net income in 2015, but will more significantly impact distribution revenues
and purchased power costs.

In addition to the factors described above, see the unaudited pro forma condensed consolidated financial
statements of Hydro One Inc. and the related notes included elsewhere in this prospectus which give effect to certain
transactions described in the notes to those statements for the periods shown, including the transfer of Hydro One
Brampton Networks Inc.

Applications to the Ontario Energy Board

The following table summarizes Hydro One’s recent major regulatory applications to the Ontario Energy Board:

Application Year(s) Type Date Filed Status

Electricity Rates – Transmission Rate Applications
Hydro One Networks . . . . . . . . . . . . . . . . . . . . 2015-2016 Cost-of-service September 16, 2014 Decision received on January 8, 2015
B2M Limited Partnership . . . . . . . . . . . . . . . . . 2015 Interim October 24, 2014 Decision received on December 11, 2014
B2M Limited Partnership . . . . . . . . . . . . . . . . . 2015-2019 Cost-of-service March 30, 2015 Decision anticipated in 2015

Electricity Rates – Distribution Rate Applications
Hydro One Networks . . . . . . . . . . . . . . . . . . . . 2015-2017 Custom December 19, 2013 Decision received on March 12, 2015(1)

Hydro One Brampton Networks Inc. . . . . . . . . 2015 Cost-of-service April 23, 2014 Decision received on January 15, 2015
Hydro One Remote Communities Inc. . . . . . . . 2015 IRM September 24, 2014 Decision received on March 19, 2015

Mergers Acquisitions Amalgamations and Divestitures (MAAD) Applications
Woodstock Hydro . . . . . . . . . . . . . . . . . . . . . . . n/a Acquisition July 9, 2014 Decision received on September 11, 2015

Leave to Construct Application
Supply to Essex County Transmission
Reinforcement Project . . . . . . . . . . . . . . . . . . . n/a Section 92 January 22, 2014

Decision for Phase 1 received on
July 16, 2015
Decision for Phase 2 anticipated in
late 2015

(1) The application filed by Hydro One Networks on December 19, 2013 was for years 2015-2019. On March 12, 2015, the Ontario Energy Board
issued a Decision and Rate Order for years 2015-2017 only. See “Business of Hydro One – Distribution Business – Regulation.”
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Factors Affecting Results of Operations

Transmission Revenues

Transmission revenues primarily consist of the Company’s transmission rates approved by the Ontario Energy
Board, which are based on the monthly peak electricity demand across Hydro One’s high-voltage network.
Transmission rates are designed to recover revenues necessary to support a transmission system with sufficient
capacity to accommodate maximum forecasted demand. Demand is primarily influenced by weather and economic
conditions. Transmission revenues also include export revenues associated with transmitting excess generation to
surrounding markets, ancillary revenues primarily attributable to maintenance services provided to generators, and
secondary use of the Company’s land rights.

Distribution Revenues

Distribution revenues include the distribution rates approved by the Ontario Energy Board and amounts to recover
the cost of purchased power used by the customers of the distribution business. Accordingly, distribution revenues are
influenced by the amount of electricity the Company distributes, the cost of purchased power and distribution rates.
Distribution revenues also include minor ancillary distribution service revenues, such as fees related to the joint use of
Hydro One’s distribution poles by the telecommunications and cable television industries, as well as miscellaneous
charges such as charges for late payments.

Purchased Power Costs

Purchased power costs are incurred by the distribution business and represent the cost of purchased electricity
delivered to customers within Hydro One’s distribution service territory. These costs comprise the wholesale
commodity cost of energy, the IESO wholesale market service charges, and transmission charges levied by the IESO.
The commodity cost of energy is based on the Ontario Energy Board’s regulated price plan or the market price for
electricity. Except for short-term timing differences, Hydro One recovers the cost of electricity that it delivers, and is
therefore not financially exposed to commodity price risk related to electricity.

Operation, Maintenance and Administration Costs

Operation, maintenance and administration costs include work program costs and costs to support the operation
and maintenance of the transmission and distribution systems. Also included in these costs are payments in lieu of
property taxes related to the transmission and distribution lines, stations and buildings. The transmission operation,
maintenance and administration costs are incurred to sustain the Company’s high-voltage transmission stations, lines
and rights-of-way, and include preventive and corrective maintenance costs related to power equipment, overhead
transmission lines, transmission station sites, and brush control. The distribution operation, maintenance and
administration costs are required to maintain the Company’s low-voltage distribution system, and include costs related
to distribution line clearing and brush control, line maintenance and repair, as well as land assessment and remediation.
Hydro One continues to focus on managing its costs, while continuing to complete its planned work programs for both
its transmission and distribution businesses.

Depreciation and Amortization

Depreciation and amortization costs relate primarily to depreciation and amortization of the Company’s property,
plant and equipment, intangible assets and certain regulatory assets. Depreciation expense also includes the costs
incurred to remove property, plant and equipment where no asset retirement obligations have been recorded.

Financing Charges

Financing charges relate to the Company’s financing activities, and include interest expense on the Company’s
long-term debt, gains and losses on interest rate swap agreements, interest earned on short-term and long-term
investments. A portion of financing charges incurred by the Company is capitalized to the cost of property, plant and
equipment.

Payments in Lieu of Corporate Income Taxes

Generally, Hydro One Inc. and its subsidiaries have been exempt from regular federal and Ontario income tax and
instead paid an equivalent amount referred to as payments in lieu of corporate income taxes or “PILs” to the Ontario
Electricity Financial Corporation under the Electricity Act. Once Hydro One is less than 90% owned by the Province, it
will cease to be exempt from regular federal and Ontario income tax, and will be deemed, for purposes of the Tax Act,
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to have disposed of its assets before it loses its tax-exempt status for proceeds equal to the fair market value of those
assets at that time, and will be deemed to have acquired all such assets at the time of the loss of tax-exempt status at a
cost equal to fair market value. See “Departure Tax”.

Results of Operations – Three Months Ended June 30, 2015 Compared to Three Months Ended June 30, 2014

Three months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,563 1,566 (3) (0.2)
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 838 824 14 1.7
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 282 334 (52) (15.6)
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190 181 9 5.0

1,310 1,339 (29) (2.2)
Income before financing charges and provision for PILs . . . . . . . . . . . . . . . . . . 253 227 26 11.5
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93 95 (2) (2.1)

Income before provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 160 132 28 21.2
Provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23 17 6 35.3

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137 115 22 19.1

Net income (loss) attributable to noncontrolling interest . . . . . . . . . . . . . . . . . . . . . 1 — 1 100.0

Net income attributable to Shareholder of Hydro One . . . . . . . . . . . . . . . . . . . . 136 115 21 18.3

Net Income

The net income attributable to the Shareholder of Hydro One for the three months ended June 30, 2015 was
$136 million, compared to $115 million during the same period in 2014, an increase of $21 million or 18.3%. The
increase is primarily due to the following:

• a decrease in operation, maintenance and administration costs, primarily resulting from lower expenditures
related to the Company’s Customer Information System (“CIS”); lower bad debt expense resulting from the
reinstatement of certain collection activities in September 2014; lower expenditures associated with
responding to and restoring power outages; and decreased vegetation management requirements for brush
control programs; partially offset by

• a decrease in transmission revenues, mainly due to lower average Ontario 60-minute peak demand in the
second quarter of 2015, as the weather in the quarter was milder than last year, and

• an increase in depreciation and amortization costs, mainly due to higher property, plant and equipment
depreciation expense related to growth in capital assets as the Company continues to place new assets in-
service, consistent with its ongoing capital work programs.

Revenues

Three months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 364 382 (18) (4.7)
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,185 1,170 15 1.3
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 14 — —

1,563 1,566 (3) (0.2)

Average annual Ontario 60-minute peak demand (MW)(1) . . . . . . . . . . . . . . . . . . 18,986 19,403 (417) (2.1)

Distribution – units distributed to Hydro One customers (TWh)(1) . . . . . . . . . . . 6.7 6.7 — —

(1) System-related statistics are preliminary.

Transmission

Transmission revenues for the three months ended June 30, 2015 were $364 million, compared to $382 million
during the same period in 2014, a decrease of $18 million or 4.7%. The components of the decrease include the
following:

• lower average Ontario 60-minute peak demand in the second quarter of 2015, as peak demand towards the
end of the quarter did not reach the Company’s forecast, as weather patterns during the quarter and extending
into the third quarter have been milder than 2014, and
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• disposition of certain Ontario Energy Board-approved transmission regulatory accounts; partially offset by

• higher new transmission rates effective January 1, 2015 approved by the Ontario Energy Board in January
2015.

Distribution

Distribution revenues for the three months ended June 30, 2015 were $1,185 million, compared to $1,170 million
during the same period in 2014, an increase of $15 million or 1.3%. The components of the increase include the
following:

• higher purchased power costs, as described below under “Purchased Power Costs”, and

• higher new distribution rates effective January 1, 2015 approved by the Ontario Energy Board in March
2015; partially offset by

• the expiry of certain Ontario Energy Board-approved rate riders and regulatory accounts.

Purchased Power Costs

Purchased power costs for the three months ended June 30, 2015 were $838 million, compared to $824 million
during the same period in 2014, an increase of $14 million or 1.7%. The components of the increase include the
following:

• higher Ontario Energy Board Regulated Price Plan rates for residential and other eligible customers, and

• higher purchased power costs for customers who are not eligible for the Regulated Price Plan; partially offset
by

• lower demand for electricity in the second quarter of 2015, , as the weather in the quarter was milder than last
year; and

• lower wholesale market service charges levied by the IESO.

Operation, Maintenance and Administration Costs

Three months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98 105 (7) (6.7)
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 168 214 (46) (21.5)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 15 1 6.7

282 334 (52) (15.6)

Transmission

Transmission operation, maintenance and administration costs for the three months ended June 30, 2015 were
$98 million, compared to $105 million during the same period in 2014, a decrease of $7 million or 6.7%. The
components of the decrease include the following:

• decreased forestry expenditures related to brush control and line clearing on the Company’s transmission
rights-of-way, and

• lower volume of corrective maintenance work required on overhead lines; partially offset by

• higher expenditures related to compliance with NERC Critical Infrastructure Protection (“Cyber Security”)
standards. See “Business of Hydro One – Transmission Business – Regulation”.

Distribution

Distribution operation, maintenance and administration costs for the three months ended June 30, 2015 were
$168 million, compared to $214 million during the same period in 2014, a decrease of $46 million or 21.5%. The
components of the decrease include the following:

• lower expenditures related to the CIS system, as remediation of issues related to the installation of the system
is completed, and the system is now stable,
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• decrease in bad debt expense, resulting from the reinstatement of certain collection activities in September
2014, which were temporarily suspended during several months in 2014 due to system issues, as Hydro One
has made improvements in its customer service during 2015, restored service levels at its call centre, and
restored its billing system performance, which has enabled more active collections of overdue balances,

• decreased vegetation management requirements for the brush control program,

• lower expenditures associated with locating and restoring power outages, as well as responding to power
quality-related issues, and

• lower volume of work on the land assessment and remediation program to assess the degree of environmental
contamination at Hydro One’s owned stations and facilities.

Financing Charges

Financing charges for the three months ended June 30, 2015 were $93 million, compared to $95 million during the
same period in 2014, a decrease of $2 million or 2.1%. The decrease is primarily due to an increase in capitalized
interest, resulting from higher average property, plant and equipment construction in progress balances eligible for
interest capitalization.

Provision for PILs

The provision for PILs for the three months ended June 30, 2015 was $23 million, compared to $17 million during
the same period in 2014, an increase of $6 million or 35.3%. The increase is primarily due to higher pre-tax income.

Results of Operations – Six Months Ended June 30, 2015 Compared to Six Months Ended June 30, 2014

Six months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,371 3,330 41 1.2
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,808 1,746 62 3.6
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 560 645 (85) (13.2)
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 377 348 29 8.3

2,745 2,739 6 0.2

Income before financing charges and provision for PILs . . . . . . . . . . . . . . . . . . 626 591 35 5.9
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 187 185 2 1.1

Income before provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439 406 33 8.1
Provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68 51 17 33.3

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371 355 16 4.5

Net income (loss) attributable to noncontrolling interest . . . . . . . . . . . . . . . . . . . . . 3 — 3 100.0

Net income attributable to Shareholder of Hydro One . . . . . . . . . . . . . . . . . . . . 368 355 13 3.7

Net Income

Net income attributable to the Shareholder of Hydro One for the six months ended June 30, 2015 was
$368 million, compared to $355 million during the same period in 2014, an increase of $13 million or 3.7%. The
increase is primarily due to the following:

• a decrease in operation, maintenance and administration costs, primarily resulting from lower expenditures
related to the Company’s CIS; lower bad debt expense resulting from the reinstatement of certain collection
activities in September 2014; lower expenditures associated with responding to and restoring power outages;
and lower volume of work on the land assessment and remediation program,

• an increase in distribution revenues, mainly due to higher new Ontario Energy Board-approved 2015
distribution rates, partially offset by the expiry of certain Ontario Energy Board-approved rate riders and
regulatory accounts,

63



• a decrease in transmission revenues, mainly due to lower average Ontario 60-minute peak demand in the first
half of 2015, as well as the disposition of certain Ontario Energy Board-approved regulatory accounts,
partially offset by an increase due to higher new Ontario Energy Board-approved 2015 transmission rates,
and

• an increase in depreciation and amortization costs, mainly due to higher property, plant and equipment
depreciation expense, related to the growth in capital assets as the Company continues to place new assets in-
service, consistent with its ongoing capital work programs.

Revenues

Six months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 770 804 (34) (4.2)
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,574 2,497 77 3.1
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27 29 (2) (6.9)

3,371 3,330 41 1.2

Average annual Ontario 60-minute peak demand (MW)(1) . . . . . . . . . . . . . . . . . . 20,182 20,757 (575) (2.8)

Distribution – units distributed to Hydro One customers (TWh)(1) . . . . . . . . . . . 15.4 15.4 — —

(1) System-related statistics are preliminary.

Transmission

Transmission revenues for the six months ended June 30, 2015 were $770 million, compared to $804 million
during the same period in 2014, a decrease of $34 million or 4.2%. The components of the decrease include the
following:

• lower average Ontario 60-minute peak demand in the first six months of 2015, partially due to industrial
customers shifting their energy use away from system-wide peaks in the winter months of 2015, as well as
milder weather in 2015, compared to the same period in 2014, and

• disposition of certain Ontario Energy Board-approved transmission regulatory accounts; partially offset by

• higher new transmission rates effective January 1, 2015 approved by the Ontario Energy Board in January
2015.

Distribution

Distribution revenues for the six months ended June 30, 2015 were $2,574 million, compared to $2,497 million
during the same period in 2014, an increase of $77 million or 3.1%. The components of the increase include the
following:

• higher purchased power costs, as described below under “Purchased Power Costs”, and

• higher new distribution rates effective January 1, 2015 approved by the Ontario Energy Board in March
2015; partially offset by

• the expiry of certain Ontario Energy Board-approved rate riders and regulatory accounts.

Purchased Power Costs

Purchased power costs for the six months ended June 30, 2015 were $1,808 million, compared to $1,746 million
during the same period in 2014, an increase of $62 million or 3.6%. The components of the increase include the
following:

• higher Ontario Energy Board Regulated Price Plan rates for residential and other eligible customers, and

• higher purchased power costs for customers who are not eligible for the Regulated Price Plan; partially offset
by
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• lower demand for electricity in the first six months of 2015, mainly resulting from milder weather in 2015,
and

• lower wholesale market service charges levied by the IESO.

Operation, Maintenance and Administration

Six months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197 220 (23) (10.5)
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 334 395 (61) (15.4)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 30 (1) (3.3)

560 645 (85) (13.2)

Transmission

Transmission operation, maintenance and administration costs for the six months ended June 30, 2015 were
$197 million, compared to $220 million during the same period in 2014, a decrease of $23 million or 10.5%. The
components of the decrease include the following:

• decreased forestry expenditures related to brush control and line clearing on the Company’s transmission
rights-of-way,

• lower volume of corrective maintenance work required on overhead lines,

• decreased requirements related to corrective maintenance work for mineral oil spills,

• increased attribution of overheads to capital project expenditures reflecting the higher expenditures related to
capital projects in the first half of 2015, and

• cost savings reflecting various management initiatives to reduce overhead costs; partially offset by

• higher expenditures related to compliance with NERC’s Cyber Security standards. See “Business of Hydro
One – Transmission Business – Regulation”.

Distribution

Distribution operation, maintenance and administration costs for the six months ended June 30, 2015 were
$334 million, compared to $395 million during the same period in 2014, a decrease of $61 million or 15.4%. The
components of the decrease include the following:

• lower expenditures related to the Company’s CIS, as remediation of issues related to the installation of the
system was completed, and the system is now stable,

• decrease in bad debt expense, resulting from the reinstatement of certain collection activities in September
2014, which were temporarily suspended during several months in 2014 due to system issues,

• lower volume of work associated with locating and restoring power outages, responding to and resolving
power quality customer complaints, identifying and correcting abnormal system conditions, as well as
responding to power quality-related issues and outages as a result of lower storm activity and enhanced
response times, and

• lower volume of work on the land assessment and remediation program to assess the degree of environmental
contamination at Hydro One’s owned stations and facilities; partially offset by

• increased volume of lines maintenance work to ensure long term sustainability of line assets and safety.

Depreciation and Amortization

Depreciation and amortization costs for the six months ended June 30, 2015 were $377 million, compared to
$348 million during the same period in 2014, an increase of $29 million or 8.3%. The increase was primarily
attributable to higher property, plant and equipment depreciation expense in the first half of 2015, mainly related to the
growth in capital assets as the Company continues to place new assets in-service, consistent with its ongoing capital
work program.
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Financing Charges

Financing charges for the six months ended June 30, 2015 were $187 million, compared to $185 million during
the same period in 2014, an increase of $2 million or 1.1%. The increase is primarily due to a decrease in interest
earned on the Company’s investment in Province of Ontario floating-rate notes which matured in November 2014.

Provision for PILs

The provision for PILs for the six months ended June 30, 2015 was $68 million, compared to $51 million during
the same period in 2014, an increase of $17 million or 33.3%. The increase is primarily due to the following:

• higher pre-tax income, and

• changes in temporary differences, such as capital cost allowance in excess of depreciation.

Selected Financial Highlights and Ratios

Three months ended June 30 Six months ended June 30

2015 2014 2015 2014

(millions of Canadian dollars, except per share
amounts and ratios)

Net income attributable to Shareholder of Hydro One . . . 136 115 368 355
Net cash from operating activities . . . . . . . . . . . . . . . . . . . 287 185 713 334
Capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 429 380 774 676
Earnings per common share (Canadian dollars) . . . . . . . . 1,308 1,099 3,594 3,456

June 30,
2015

December 31,
2014

Earnings coverage ratio(1) . . . . . . . . . . . . . . . . . . . . . . . . . . 2.79 2.81
Net assets coverage on long-term debt ratio(2) . . . . . . . . . . 1.89 1.89
Total debt to capitalization ratio(3) . . . . . . . . . . . . . . . . . . . 53.2% 53.1%

(1) The earnings coverage ratio has been presented for the twelve months ended June 30, 2015 and June 30, 2014, and has been calculated as the
sum of net income attributable to Shareholder of Hydro One, provision for PILs and financing charges divided by the sum of financing charges,
capitalized interest and cumulative preferred dividends.

(2) The net asset coverage on long-term debt ratio has been presented as at June 30, 2015 and December 31, 2014, and has been calculated as total
assets minus total liabilities excluding long-term debt (including current portion) divided by long-term debt (including current portion).

(3) Total debt to capitalization ratio has been presented as at June 30, 2015 and December 31, 2014, and has been calculated as total long-term debt
divided by total long-term debt plus total shareholder’s equity and preferred shares. This ratio is expected to be 51.1% immediately following the
recapitalization referred to in “Pre-Closing Transactions” and the closing of this offering.

Liquidity and Capital Resources for Three and Six Months Periods

Hydro One’s primary sources of liquidity and capital resources are funds generated from operations, debt capital
market borrowings and bank financing that are used to satisfy Hydro One’s capital resource requirements, including the
Company’s capital expenditures, servicing and repayment of debt, and dividends.

Summary of Sources and Uses of Cash

Three months ended June 30 Six months ended June 30

2015 2014 2015 2014

(millions of Canadian dollars)
Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 287 185 713 334
Financing activities

Long-term debt issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350 453 350 628
Dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (30) (30) (59) (229)

Investing activities
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (422) (367) (766) (659)
Net cash paid for Haldimand Hydro . . . . . . . . . . . . . . . . . . . . (58) — (58) —

Other financing and investing activities . . . . . . . . . . . . . . . . . (38) 17 (10) —

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . 89 258 170 74
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Cash from Operating Activities

Three months ended June 30, 2015

Net cash from operating activities increased by $102 million to $287 million during the three months ended
June 30, 2015, compared to the same period in 2014. The increase was primarily due to the following:

• changes in regulatory accounts, primarily due to the retail settlement and external revenue variance accounts,

• changes in accounts receivable balances, due to improved collections in 2015, and

• higher net income before taxes and depreciation; partially offset by

• changes in accrual balances, mainly related to timing and higher activity of capital projects.

Six months ended June 30, 2015

Net cash from operating activities increased by $379 million to $713 million during the six months ended June 30,
2015, compared to the same period in 2014. The increase was primarily due to the following:

• changes in accounts receivable balances, due to improved collections in 2015,

• changes in regulatory accounts, primarily due to the retail settlement and external revenue variance accounts,

• lower pension plan contributions compared to last year, as contributions are being made evenly over the year
in 2015, compared to 2014, when payments were made in advance in the beginning of the year, and

• higher net income before taxes and depreciation; partially offset by

• changes in accrual balances, mainly related to timing and higher activity of capital projects.

Financing Activities

Short-term liquidity is provided through funds from operations, the Company’s commercial paper program, and
the Company’s revolving credit facility.

At June 30, 2015, under the commercial paper program, Hydro One was authorized to issue up to $1 billion in
short-term notes with a term to maturity of less than 365 days. On October 9, 2015, Hydro One increased the amount it
was authorized to issue under this program to $1.5 billion. The commercial paper program is supported by a
$1.5 billion committed revolving credit facility with a syndicate of banks, which matures in June 2020. The short-term
liquidity under this program and anticipated levels of funds from operations are expected to be sufficient to fund the
Company’s normal operating requirements.

At June 30, 2015, Hydro One had $9,289 million in long-term debt outstanding, including the current portion. The
Company’s notes and debentures mature between 2015 and 2064. Long-term financing is primarily provided by Hydro
One’s medium-term note program (“MTN Program”). The maximum authorized principal amount of medium-term notes
issuable under this program is $3 billion. At June 30, 2015, $837 million remained available until October 2015. The
Company plans to file a base shelf prospectus to renew its MTN Program for another 25 months by the end of 2015.

Hydro One relies on debt financing through its MTN Program and commercial paper program to repay its existing
indebtedness and fund a portion of its capital expenditures. The credit ratings assigned to Hydro One’s debt securities
by external rating agencies are important to the Company’s ability to raise low-cost capital and funding to support its
business operations. Maintaining strong credit ratings allows Hydro One to access capital markets on competitive
terms. A material downgrade of the Company’s credit ratings would likely increase its cost of funding significantly,
and its ability to access funding and capital through the capital markets could be reduced.

At June 30, 2015, Hydro One’s corporate credit ratings from approved rating organizations were as follows:

Rating (at June 30, 2015)

Rating Agency Short-term Debt Long-term Debt

DBRS Limited(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . R-1 (middle) A (high)
Moody’s(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Prime-1 A1
S&P(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A-1 A
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(1) On September 18, 2015, DBRS placed Hydro One’s issuer rating and senior unsecured debentures rating “under review with developing
implications” and placed its short-term debt rating “under review with negative implications”.

(2) On April 17, 2015, Moody’s affirmed the senior unsecured ratings of Hydro One at A1 but revised its outlook on the Company to negative from
stable. On September 18, 2015, Moody’s downgraded the senior unsecured ratings of Hydro One to A2 from A1, and maintained its outlook on
the Company as negative. Moody’s noted that the negative outlook reflects the high probability of a further downgrade to A3 following this
offering. Moody’s also stated that a downgrade to A3 would lead to a downgrade of Hydro One’s short-term debt rating to Prime-2.

(3) On April 20, 2015, S&P downgraded the rating on Hydro One’s long-term debt to A from A+, and revised its outlook to stable from negative.
On September 18, 2015, S&P affirmed its long-term corporate credit rating on Hydro One of A (stable).

Hydro One is subject to customary covenants normally associated with long-term debt. The Company’s long-term
debt covenants limit its permissible debt as a percentage of its total capitalization, limit the Company’s ability to sell
assets, and impose a negative pledge provision, subject to customary exceptions. The agreements also provide
limitations that debt cannot exceed 75% of total capitalization and that third party debt issued by Hydro One’s
subsidiaries cannot exceed 10% of the total book value of the Company’s assets. Hydro One was in compliance with
all of these and other covenants and limitations as at June 30, 2015.

Three months ended June 30, 2015

During the three months ended June 30, 2015, Hydro One issued $350 million of long-term debt under its MTN
Program, and assumed $16 million of debt as part of the Haldimand Hydro acquisition, compared to $453 million of
long-term debt issued during the same period in 2014. No long-term debt matured or was repaid during the three
months ended June 30, 2015 or 2014. The Haldimand Hydro debt was repaid in July 2015.

During the three months ended June 30, 2015, Hydro One paid dividends to the Province in the amount of
$30 million, consisting of $25 million of common share dividends and $5 million of preferred share dividends,
consistent with dividends paid to the Province during the same period in 2014.

Six months ended June 30, 2015

During the six months ended June 30, 2015, Hydro One issued $350 million of long-term debt under its MTN
Program, and assumed $16 million of debt as part of the Haldimand Hydro acquisition, compared to $628 million of
long-term debt issued during the same period in 2014. No long-term debt matured or was repaid during the six months
ended June 30, 2015 or 2014. The Haldimand Hydro debt was repaid in July 2015.

During the six months ended June 30, 2015, Hydro One paid dividends to the Province in the amount of
$59 million, consisting of $50 million of common share dividends and $9 million of preferred share dividends,
compared to dividends of $229 million, consisting of $220 million of common share dividends and $9 million of
preferred share dividends, paid to the Province during the same period in 2014.

Investing Activities

During the six months ended June 30, 2015, Hydro One continued to focus on making important investments in its
transmission and distribution systems to address its aging power system infrastructure, improve system reliability and
performance, and improve service to its customers. During the six months ended June 30, 2015, the Company made
capital investments totalling $774 million and placed $531 million of new assets in-service, compared to $676 million
of capital investments and $533 million of new assets placed in-service during the same period in 2014.

The Company’s current transmission sustainment programs include transformers, circuit breakers, switches,
protection and control systems, wood poles, and other equipment replacements. Current transmission development
projects include transmission system upgrades, local area supply projects, and inter-area network projects. These
investments will expand and reinforce power reliability for electricity customers throughout the province, including the
Company’s residential and industrial customers.

The Company’s current distribution sustainment programs include wood pole and meter replacements, emergency
work for storm restoration, distribution station refurbishments and upgrades, and work related to joint-use and
relocation of its distribution lines. Current development projects to expand and reinforce the Company’s distribution
network include new customer connections and upgrades, system capability reinforcement projects, line transfers
requested by customers, and connections to new generation facilities.
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The following table presents Hydro One’s capital investments by reportable segment during the three and six
months ended June 30, 2015 and 2014:

Three months ended June 30 Six months ended June 30

2015 2014 2015 2014

(millions of Canadian dollars)
Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234 203 445 376
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 192 175 324 298
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 2 5 2

Total capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 429 380 774 676

Three months ended June 30, 2015

Three months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234 203 31 15.3
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 192 175 17 9.7
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 2 1 50.0

Total capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 429 380 49 12.9

Transmission Capital Investments

The following table presents the main components of the Company’s transmission capital investments during the
three months ended June 30, 2015 and 2014:

Three months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Sustainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193 167 26 15.6
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 26 14 53.8
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 10 (9) (90.0)

Total transmission capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234 203 31 15.3

Transmission Sustainment Capital Investments

During the three months ended June 30, 2015, Hydro One’s transmission sustainment capital investments were
$193 million, compared to $167 million during the same period in 2014, an increase of $26 million or 15.6%. The
increase was mainly due to the following:

• system re-investments, and end-of-life equipment replacement work at several transmission stations,
including the Bruce, Richview, and Wiltshire Transmission Stations, as well as the completion of
refurbishments of the Dunnville Transmission Station,

• increased volume of work related to station security upgrades to prevent unauthorized entry to stations and
enhance safety, and increased cyber system replacements to adhere to NERC’s Cyber Security standards,

• increased work on overhead lines refurbishment and replacement projects and programs, and

• increased volume of transformer purchases for the Company’s station demand and spares program to ensure
readiness for unplanned replacements; partially offset by

• decreased expenditures related to underground lines system replacements, as the end-of-life underground
transmission cables between the Strachan Transformer Station and Riverside Junction, which were originally
planned for a 2015 in-service date, were replaced earlier and put in-service in 2014.
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Transmission Development Capital Investments

During the three months ended June 30, 2015, Hydro One’s transmission capital investments to expand and
reinforce its transmission system were $40 million, compared to $26 million during the same period in 2014, an
increase of $14 million or 53.8%. The increase was mainly due to the following:

• the timing of work on some of the Company’s major inter-area network and local area supply projects, such
as the Clarington transmission station and Guelph area transmission refurbishment projects; partially offset
by

• decreased expenditures on generation customer connection related projects mainly due to the completion of
the Barwick and Orleans transmission station projects to replace end-of-life equipment and ensure reliable
supply to customers; and

• the completion of transmission station upgrades at the Allanburg transmission station in the Niagara area to
enhance system reliability.

Distribution Capital Investments

The following table presents the main components of Hydro One’s distribution capital investments during the
three months ended June 30, 2015 and 2014:

Three months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Sustainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123 96 27 28.1
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 60 (3) (5.0)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 19 (7) (36.8)

Total distribution capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 192 175 17 9.7

Distribution Sustainment Capital Investments

During the three months ended June 30, 2015, Hydro One’s distribution sustainment capital investments were
$123 million, compared to $96 million during the same period in 2014, an increase of $27 million or 28.1%. The
increase was mainly due to the following:

• increased work within the station refurbishment programs due to the timing of transformer purchases and
more refurbishments accomplished during the second quarter of 2015,

• increased focus on capital lines work, mainly due to a higher volume of component replacements and the
lines large sustainment initiatives program, which includes line relocations and voltage upgrades,

• the investment in a project to ensure continuity of smart meter and enhance network communications,

• increased volume of joint use and line relocations,

• higher volume of emergency equipment replacements caused by an increased number of trouble calls, and

• higher volume of end-of-life wood pole replacements; partially offset by

• the completion of iTron Sentinel 16S meter replacements in 2014.

Distribution Development Capital Investments

During the three months ended June 30, 2015, Hydro One’s distribution development capital investments were
$57 million, compared to $60 million during the same period in 2014, a decrease of $3 million, or 5.0%. The decrease
is mainly due to the following:

• the completion of the Company’s smart meter project in 2014,

• lower volume of distribution generation connection customer-driven work, and

• lower investments related to smart grid initiatives as the next phase is solidified, which will modernize the
Company’s distribution system to enable remote capability for some functions; partially offset by

• investments in distribution system modifications to improve supply reliability and load capacity.
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Distribution Other Capital Investments

During the three months ended June 30, 2015, Hydro One’s distribution other capital investments were
$12 million, compared to $19 million during the same period in 2014, a decrease of $7 million or 36.8%, due to
investments in the Company’s payroll, human resources reporting, expense transformation and talent management
systems nearing completion.

Six months ended June 30, 2015

Six months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 445 376 69 18.4
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 324 298 26 8.7
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 2 3 150.0

Total capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 774 676 98 14.5

Transmission Capital Investments

The following table presents the main components of Hydro One’s transmission capital investments during the six
months ended June 30, 2015 and 2014:

Six months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Sustainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 362 290 72 24.8
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73 64 9 14.1
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 22 (12) (54.5)

Total transmission capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 445 376 69 18.4

Transmission Sustainment Capital Investments

During the six months ended June 30, 2015, Hydro One’s transmission sustainment capital investments were
$362 million, compared to $290 million during the same period in 2014, an increase of $72 million or 24.8%. The
increase was mainly due to the following:

• several system re-investments, including various end-of-life transformer replacements at the Wiltshire,
Dunnville and Timmins transmission stations, the expedited work on 27 circuit breakers replacements at the
Richview transmission station to address their deteriorated condition, breaker replacements at the Bruce
transmission station to improve reliability and to meet the needs of Bruce Power. In addition, the Company
placed in-service the refurbishments work at the Dunnville transmission station in Haldimand County and the
transformer replacements at the Dymond transmission station in northeastern Ontario,

• increased volume of station component replacements related to addressing aging equipment as part of the
new Station Centric Bundling methodology which addresses a number of capital requirements and enables
savings in materials job planning and reduces outage requirements,

• the continued work on overhead lines refurbishment and replacement projects and programs, including
investments to address the condition of the conductors on a circuit from the Chats Falls switching station to
the Havelock transmission station in southeastern Ontario, as well as increased work on clearance
corrections,

• increased volume of transformer purchases for the Company’s station demand and spares program,

• increased volume of work related to station security upgrades to prevent unauthorized entry to stations and
enhance safety, and increased cyber system replacements to adhere to NERC’s Cyber Security standards, and

• a firewall replacement project which will ensure secure access to corporate applications from within the
electronic security perimeters at the Company’s grid control centre and back-up centre; partially offset by

• decreased expenditures related to underground lines system replacements, as the end-of-life underground
transmission cables between the Strachan transformer station and Riverside Junction, which were originally
planned for a 2015 in-service date, were replaced and placed in-service in 2014; as well as the completion of
refurbishment conductor work on a circuit from the Bannockburn Junction to the Havelock transmission
station in the Peterborough area.
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Transmission Development Capital Investments

During the six months ended June 30, 2015, Hydro One’s transmission development capital investments to expand
and reinforce its transmission system were $73 million, compared to $64 million during the same period in 2014, an
increase of $9 million or 14.1%. The increase was mainly due to the following:

• increased expenditures related to the timing of work on some of the Company’s major local area supply and
inter-area network projects, such as the Clarington transmission station and Guelph Area transmission
refurbishment projects; partially offset by

• the completion of end-of-life equipment replacements at the Barwick transmission station to meet the needs
of transmission customers and ensure reliable supply; and

• the completion of transmission station upgrades at the Allanburg transmission station in the Niagara area to
enhance system reliability and allow for the incorporation of new generation in the area, including both
transmission and distribution connected renewable generation.

Transmission Other Capital Investments

During the six months ended June 30, 2015, Hydro One’s transmission other capital investments were
$10 million, compared to $22 million during the same period in 2014, a decrease of $12 million or 54.5%, due to
investments in the Company’s payroll, human resources reporting, expense transformation and talent management
systems nearing completion.

Distribution Capital Investments

The following table presents the main components of Hydro One’s distribution capital investments during the six
months ended June 30, 2015 and 2014:

Six months ended June 30 (millions of Canadian dollars) 2015 2014 $ change % change

Sustainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193 154 39 25.3
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 109 (8) (7.3)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30 35 (5) (14.3)

Total distribution capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 324 298 26 8.7

Distribution Sustainment Capital Investments

During the six months ended June 30, 2015, Hydro One’s distribution sustainment capital investments were
$193 million, compared to $154 million during the same period in 2014, an increase of $39 million or 25.3%. The
increase was mainly due to the following:

• increased work within the station refurbishment programs due to more refurbishments accomplished and
timing of transformer purchases,

• increased focus on capital lines work, primarily related to the large and small sustainment initiatives
programs and higher volume of component replacements,

• higher volume of end-of-life wood pole replacements, and

• increased focus on investment in a project to ensure continuity of smart meter and enhance network
communications; partially offset by

• the completion of iTron Sentinel 16S meter replacements in 2014.

Distribution Development Capital Investments

During the six months ended June 30, 2015, Hydro One’s distribution development capital investments were
$101 million, compared to $109 million during the same period in 2014, a decrease of $8 million, or 7.3%. The
decrease is mainly due to the following:

• the completion of the Company’s smart meter project in 2014,
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• lower volume of distribution generation connection customer-driven work, and

• lower expenditures related to smart grid initiatives; partially offset by

• investments in distribution system modifications to improve supply reliability and load capacity.

Distribution Other Capital Investments

During the six months ended June 30, 2015, Hydro One’s distribution other capital investments were $30 million,
compared to $35 million during the same period in 2014, a decrease of $5 million or 14.3%, due to investments in the
Company’s payroll, human resources reporting, expense transformation and talent management systems nearing
completion.

Major Transmission Projects

The following table summarizes Hydro One’s major transmission projects in process during the six months ended
June 30, 2015:

Project Name Location Type

Anticipated
In-Service

Date
Estimated

Cost
Capital Cost

To-Date Status

Toronto Midtown Transmission
Reinforcement

Toronto
Southwestern
Ontario

New
transmission
line

2016 $123 million $88 million Project is in
progress

Guelph Area Transmission
Refurbishment

Guelph area
Southwestern
Ontario

Transmission
line upgrade

2016 $103 million $45 million Project is in
progress

Manby Transmission Station Toronto
Southwestern
Ontario

Transmission
station
upgrade

2016 $24 million $19 million Project is in
progress

Clarington Transmission Station Oshawa area
Eastern GTA

New
transmission
station

2018/2019 $297 million $68 million Project is in
progress

Supply to Essex County
Transmission Reinforcement

Windsor-
Essex area
Southwestern
Ontario

New
transmission
line and
station

2018 To be
determined

— Ontario
Energy Board
decision for
Phase 1
received in
July 2015.

Northwest Bulk Transmission Line Thunder Bay
Northwestern
Ontario

New
transmission
line

As early
as 2020

To be
determined

— Development
work is in
progress.

Off-Balance Sheet Arrangements

There are no off-balance sheet arrangements that have, or are reasonably likely to have, a material current or
future effect on the Company’s financial condition, changes in financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources.

73



Summary of Contractual Obligations and Other Commercial Commitments

The following table presents a summary of Hydro One’s debt and other major contractual obligations, as well as
other major commercial commitments:

June 30, 2015 (millions of Canadian dollars) Total
Less than

1 year 1-3 years 3-5 years
More than

5 years

Contractual obligations (due by year)
Long-term debt – principal repayments(1) . . . . . . . . . . . . . . . . 9,289 1,016 650 1,628 5,995
Long-term debt – interest payments(1) . . . . . . . . . . . . . . . . . . . 7,581 416 758 675 5,732
Pension(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 272 173 99 — —
Environmental and asset retirement obligations(3) . . . . . . . . . . 275 27 73 66 109
Outsourcing agreements(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 583 158 264 149 12
Operating lease commitments . . . . . . . . . . . . . . . . . . . . . . . . . 46 9 19 11 7

Total contractual obligations . . . . . . . . . . . . . . . . . . . . . . . . . 18,046 1,799 1,863 2,529 11,855

Other commercial commitments (by year of expiry)
Bank line(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,500 — — 1,500 —
Letters of credit(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131 131 — — —
Guarantees(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 348 348 — — —

Total other commercial commitments . . . . . . . . . . . . . . . . . 1,979 479 — 1,500 —

(1) The “long-term debt – principal repayments” amounts are not charged to the Company’s results of operations, but are reflected on the
Company’s Consolidated Balance Sheets and Consolidated Statements of Cash Flows. Interest associated with the long-term debt is recorded in
financing charges on the Company’s Consolidated Statements of Operations and Comprehensive Income or as a cost of capital programs.

(2) Contributions to the Hydro One Pension Fund are generally made one month in arrears. The 2015 and 2016 minimum pension contributions are
based on an actuarial valuation as at December 31, 2013. Minimum pension contributions beyond 2016 will be based on an actuarial valuation
effective no later than December 31, 2016, and will depend on future investment returns, changes in benefits, or actuarial assumptions. Pension
contributions beyond 2016 are not estimable at this time.

(3) Hydro One records a liability for the estimated future expenditures associated with the removal and destruction of PCB-contaminated insulating
oils and related electrical equipment, and for the assessment and remediation of chemically-contaminated lands owned by the Company. Hydro
One also records a liability for asset retirement obligations associated with the removal and disposal of asbestos-containing materials installed in
some of its facilities. The forecasted expenditure pattern reflects the company’s planned work programs for the periods.

(4) In 2014, Hydro One has finalized a new outsourcing agreement with Inergi LP (Inergi) for the provision of certain services, as well as a facilities
outsourcing agreement with Brookfield Johnson Controls Canada LP (Brookfield). The contractual amounts disclosed include an estimated
contractual annual inflation adjustment in the range of 1.9% to 2.1%. Payments in respect of the Company’s outsourcing agreements are
recorded in operation, maintenance and administration costs on the Company’s Consolidated Statements of Operations and Comprehensive
Income or as a cost of capital programs.

(5) In support of Hydro One’s liquidity requirements, the Company had a $1,500 million revolving standby credit facility with a syndicate of banks.
On June 1, 2015, the Company extended the maturity date of the revolving standby credit facility from June 2019 to June 2020. No amount was
drawn on this facility as at June 30, 2015.

(6) Hydro One currently has outstanding bank letters of credit of $126 million relating to retirement compensation arrangements. These 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 eligible employees of Hydro One. The supplementary pension plan trustee is required to draw upon these letters of credit if
Hydro One is in default of its obligations under the terms of this plan. The Company also provides prudential support to the IESO in the form of
letters of credit, the amount of which is calculated based on forecasted monthly power consumption. At June 30, 2015, Hydro One has provided
a letter of credit to the IESO in the amount of $5 million to meet the Company’s current prudential requirement. Hydro One has also provided
prudential support to the IESO on behalf of its subsidiaries as required by the IESO’s Market Rules, using parental guarantees of $347 million,
and on behalf of a distributor using total guarantees of $1 million.
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Summary of Annual Results

Consolidated Statements of Operations and Comprehensive Income Year ended December 31

2014 2013 2012

(millions of Canadian dollars,
except per share amounts)

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,548 6,074 5,728
Net income attributable to Shareholder of Hydro One . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 749 803 745
Earnings per common share (Canadian dollars) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,319 7,850 7,280
Dividends per common share (Canadian dollars) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,696 2,000 3,523
Dividends per preferred share (Canadian dollars) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.375 1.375 1.375

Consolidated Balance Sheets At December 31

2014 2013 2012

(millions of Canadian dollars)

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,550 21,625 20,811
Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,925 9,057 8,479
Preferred shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 323 323 323
Net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,947 7,415 6,830

During 2014, the Company earned net income of $749 million and revenues of $6,548 million. The Company
made capital investments totalling $1,530 million to improve its transmission and distribution systems’ reliability and
performance, address its aging power system infrastructure, facilitate new generation, and improve service to its
customers.

In August 2014, Hydro One completed the acquisition of Norfolk Power, an electricity distribution and telecom
company located in southwestern Ontario. Hydro One has been an electricity distributor in Norfolk County for
decades, serving approximately 14,000 Norfolk County customers. The acquisition of Norfolk Power enables the
Company to extend its service to the entire Norfolk County and a further 18,000 distribution customers. Hydro One is
committed to delivering cost-effective service for Norfolk Power’s customers and it remains focused on prudent
management, efficient operations and improving the customer experience for everyone it serves. In 2014, the Company
also signed agreements to purchase two more local distribution companies: Woodstock Hydro and Haldimand Hydro.

In addition, the Company completed a partnership transaction with the Saugeen Ojibway Nation, where the
Saugeen Ojibway Nation acquired a noncontrolling equity interest in a new limited partnership, B2M Limited
Partnership.

Performance Measures and Targets

The Company targets and measures its performance by using a balanced scorecard approach. Key performance
drivers are closely monitored throughout the year to ensure that Hydro One maintains a focus on its strategic objectives
and take mitigating actions as required. In 2014, the Company met or exceeded eight of 14 performance measure
targets. Overall, the Company is making progress towards achieving many of the Company’s strategic goals.

Injury-free Workplace

The safety of Hydro One’s employees is paramount. For 2014, the Company used the measure of all work-related
injuries or illnesses as the performance measure for this strategic objective. A “recordable” injury/illness is one of the
following: medical attention (treatment beyond first aid); modified work (restricted duties); lost time; or death. For
2014, the Board of Directors set the target at 1.9 recordable injuries per 200,000 hours worked for this measure. The
Company exceeded this target.
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Satisfying Hydro One’s Customers

In 2014, the Company approached the objective of customer satisfaction by addressing five measures related to
improving customer relations. These measures relate to transmission and distribution customer satisfaction, and
connection of new services, as well as estimated bills and no bill volume, as part of the Company’s customer service
recovery project. The Company customer service recovery project was a result of billing issues it encountered due to
the implementation in May 2013 of its new customer information system.

• Customer Satisfaction – Transmission

This measure is to determine the degree to which the Company’s transmission customers are satisfied with
the service they receive from the Company. It is based on survey results of customer surveys conducted on
the Company’s behalf by independent third parties. The survey is given to three major groups of transmission
customers. In 2014, the Company targeted a transmission customer satisfaction rate of 84%. The Company
did not meet this target, achieving 77%.

• Customer Satisfaction – Distribution

Similar to the transmission customers, the Company surveys its distribution customers to assess the degree to
which they are satisfied with the service they receive from the Company. The results arise from surveys
conducted on the Company’s behalf by independent third parties. This measure reflects the overall
satisfaction levels of three major distribution customer segments, based on transaction satisfaction levels,
annual satisfaction surveys and the meeting of Ontario Energy Board milestones, respectively, for the three
segments. For 2014, the Company set a target for distribution customer satisfaction at 87%, and did well on
the transactional elements, but did not meet this target on an overall basis, achieving 85%.

• Connection of New Customers

This measure relates to distribution low-voltage connections that is reported annually to the Ontario Energy
Board. It addresses the Company’s customers’ needs for a specific and timely connection date and assesses
its efficiency in connecting new customers. It measures the percentage of connections for a requested new
service (< 750 volts). The connection must be completed within five business days from the day on which all
applicable service conditions are satisfied, or at a later date agreed upon by the customer and the Company.
Hydro One set a 2014 target of 90%, which it exceeded, by achieving 97%.

• Unscheduled Estimated Bills

With respect to this measure, Hydro One seeks to track its ability to provide accurate bills to customers. The
Company tracks the percentage of total customers that have received unscheduled estimates in any billing
period. The Company established a target of 1.8% of all bills for this measure. The Company exceeded the
target, with only 1.2% of customers receiving unscheduled bills.

• No Bill Volume

No bill volume is a customer service measure related to the Company’s ability to provide timely bills to
customers. This measure tracks the number of customers who have not received a bill in three consecutive
billing periods. The Company’s expectation was to have fewer than 8,000 no-bill customers by September
2014, and sustain this level beyond that date. The Company exceeded this target with only 2,600 no-bill
customers.
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Continuous Improvement and Cost-effectiveness

As part of the Company’s strategic objectives to increase productivity through efficiency improvements and
effective management of costs, the Company measures transmission unit cost and distribution unit cost and sets targets
for those costs. Regarding the maintenance and reliability of the transmission and distribution systems, the Company
continues to build and retain public confidence and trust in the Company’s operations. In 2014, the Company continued
its focus on this strategic priority by investing in the key assets of the electricity delivery system and by operating the
existing system for customers in a safe, reliable and efficient fashion. The Company is conscious that commercial
customers of all sizes require reliable service to allow them to deliver their products and services and that customers’
expectations are for a reasonably limited duration when interruptions occur. Transmission and distribution reliability is
measured through the duration of customer interruptions.

• Transmission Unit Costs

For 2014, the transmission unit cost measure shows the transmission business cost-effectiveness by
comparing the ratio of operation, maintenance and administration spending to gross fixed asset costs, using
benchmarking initiatives. The Company set a target of 2.9% for 2014, and exceeded the target, with a 2.7%
ratio.

• Distribution Unit Costs

Similar to transmission unit cost, the distribution unit cost measure demonstrates the distribution
cost-effectiveness by comparing the ratio of operation, maintenance and administration spending to gross
fixed asset costs, using benchmarking initiatives. For 2014, the Company set a target of 5.7%, but did not
meet this target, with a 6.1% ratio.

• Customer Interruption Duration – Transmission

This measure monitors the reliability of the transmission system by tracking the average length of unplanned
interruptions (in minutes) to multiple-circuit supplied delivery points. The Company has set a target of
8.9 minutes per delivery point for 2014. During 2014, the Company was aware that it would miss the target,
which was not indicative of degrading reliability, but rather a result of refurbishing aging assets. In doing so,
this resulted in occasions where load with a multiple-circuit supply was placed on single supply to
accommodate the work program. This exposed the system to interruptions if there was a loss of the single
supply. The Company determined that it was important to continue with the maintenance program even if
this would result in missing the target. The Company, in fact, did not meet this target, with actual
performance at 11.8 minutes per delivery point.

• Customer Interruption Duration – Distribution

This measure is an indicator of the distribution system reliability that expresses the average length of outages
in hours that a customer can expect to experience in the year. This measure excludes force majeure events
and loss of supply events (events caused by the transmission system or other distributors). The Company set
a target of 6.7 hours per customer for this measure. In 2014, there were numerous storm events which were
not considered force majeure events and comparatively more equipment outages that resulted in higher than
normal customer interruptions. In the circumstances, the Company did not meet this target, with actual
outage duration of 7.4 hours per customer.

Maintaining a Commercial Culture

• Net Income

Achievement of strong financial performance is measured by a performance measure of targeted level of net
income after tax. The Company’s target was $668 million net income after tax for 2014, and the Company
exceeded the target, with net income after tax of $749 million.

• Customer Service Recovery Cost

As a result of billing issues that arose from the implementation of the Company’s customer information
system in 2013, the effects of which became acute in early 2014, the Company established the customer
service recovery project to dedicate staff to resolve outstanding and any new billing issues and stabilize the
billing system. The Company anticipated, and fixed as a target, costs of $48 million (including revenue
impacts) for this project. The project was completed in 2014 and the customer information system is now in
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sustainment mode. As the costs of the customer service recovery project exceeded the target, the Company
did not meet this anticipated target, with actual costs of $88.3 million.

• In-Service Capital – Transmission

This new measure for 2014 evaluates how the Company is meeting the Ontario Energy Board targets for in-
service capital. For the transmission business, the 2014 target of 85% of in-service capital to the Company’s
business plan is based on historical performance, its increasing capital work program, and the additional
variability caused by external commitments and required approvals. The Company’s 2014 result shows that
the Company exceeded the target, with 99% of in-service capital.

• In-Service Capital – Distribution

For the distribution business, the Company set the 2014 target of 87% of in-service capital to the Company’s
business plan based on historical performance, with adjustments to reflect that its distribution business has
more storm-related capital spending than its transmission business, as well as the performance of the
Company’s smart meter and distributed generation capital work programs. The Company’s 2014 result was
better than the target, with 97% of in-service capital.

B2M Limited Partnership

In 2012, Hydro One entered into an agreement with the Saugeen Ojibway Nation, where a noncontrolling equity
interest in B2M Limited Partnership was made available for purchase at fair value by the Saugeen Ojibway Nation.
B2M Limited Partnership was formed by Hydro One in 2013 to hold certain assets relating to the Bruce-to-Milton
transmission line and a licence to use the related land. Hydro One maintains and operates the Bruce-to-Milton line. In
November 2013, the Ontario Energy Board issued a Decision and Order granting B2M Limited Partnership a
transmission licence and granting Hydro One leave to sell the relevant Bruce-to-Milton line transmission assets to B2M
Limited Partnership.

On December 16, 2014, the relevant Bruce-to-Milton line transmission assets totalling $526 million were
transferred from Hydro One to B2M Limited Partnership. This was financed by 60% debt ($316 million) and 40%
equity ($210 million). On December 17, 2014, the Saugeen Ojibway Nation acquired a 34.2% equity interest in B2M
Limited Partnership for consideration of $72 million, representing the fair value of the equity interest acquired.

Norfolk Power Acquisition

On August 29, 2014, the Company completed the acquisition of the outstanding shares of Norfolk Power from
The Corporation of Norfolk County. Norfolk Power is a holding company that owns Norfolk Power Distribution Inc.
(“NPDI”), a local electricity distribution company, and Norfolk Energy Inc., a non-rate regulated energy services
company, located in southwestern Ontario. The selection of Hydro One as successful bidder followed a comprehensive,
competitive sales process initiated by Norfolk Power.

The total purchase price for Norfolk Power, net of the long-term debt assumed and adjusted for preliminary
working capital and other closing adjustments, was approximately $68 million. The determination of the fair values of
assets acquired and liabilities assumed has been based upon management’s estimates and certain assumptions with
respect to the fair values of the assets acquired and liabilities assumed. Hydro One determined the preliminary purchase
price adjustments based on agreed working capital and other balances at the acquisition date. The resulting preliminary
goodwill of approximately $40 million arising from the Norfolk Power acquisition consists largely of the synergies and
economies of scale expected from combining the operations of Hydro One and Norfolk Power. The purchase price was
finalized during the three months ended March 31, 2015 with no adjustments to the preliminary purchase price
allocation as disclosed at December 31, 2014. Norfolk Power contributed revenues of $18 million and net income of
less than $1 million for the year ended December 31, 2014.

Woodstock Hydro Acquisition

On May 21, 2014, Hydro One entered into an agreement with the City of Woodstock to acquire 100% of the
common shares of Woodstock Hydro for approximately $29 million, subject to final closing adjustments. Woodstock
Hydro is an urban electricity distribution company located in southwestern Ontario. The transaction is the result of
extensive discussions between Hydro One and the City of Woodstock which involved consideration of economic
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development opportunities and other benefits resulting from the sale of Woodstock Hydro. On July 9, 2014, Hydro One
filed a Mergers Acquisitions Amalgamations and Divestitures application with the Ontario Energy Board for the
approval of the acquisition of Woodstock Hydro. Ontario Energy Board approval of the Woodstock Hydro acquisition
was received on September 11, 2015 and closing of the acquisition is anticipated later in 2015.

Outsourcing Agreements

On November 28, 2014, the Company entered into an agreement with Inergi LP (“Inergi”), an affiliate of
Capgemini Canada Inc., for back office and information technology outsourcing services for a term of 58 months, from
March 1, 2015 to December 31, 2019. Under the agreement, Inergi will provide Hydro One with payroll, pay
operations, information technology and accounting services. Coincident with the conclusion of negotiations on the
Inergi agreement, Hydro One reached agreement with Inergi to provide it with call centre operations outsourcing
services for a fixed period of three years beginning March 1, 2015 to February 28, 2018.

In September 2014, the Company entered into an agreement with Brookfield Johnson Controls Canada LP
(“Brookfield”) for facilities management services for a term of ten years, from January 1, 2015 to December 31, 2024,
with the option to renew for an additional term of three years. The Brookfield agreement has a value of up to
approximately $658 million over the ten-year term of the agreement, including the facilities management portion of the
contract, plus a variable amount of capital work depending on the needs that may arise as determined by Hydro One,
with no minimum capital work guarantee.

See “Liquidity and Capital Resources – Summary of Contractual Obligations and Other Commercial
Commitments” in this MD&A.

Results of Operations – Year Ended December 31, 2014 Compared to Year Ended December 31, 2013

Year ended December 31 (millions of Canadian dollars) 2014 2013 $ change % change

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,548 6,074 474 7.8
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,419 3,020 399 13.2
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . 1,192 1,106 86 7.8
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 722 676 46 6.8

5,333 4,802 531 11.1
Income before financing charges and provision for PILs . . . . . . . . . . . . 1,215 1,272 (57) (4.5)
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 379 360 19 5.3

Income before provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 836 912 (76) (8.3)
Provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89 109 (20) (18.3)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 747 803 (56) (7.0)

Net income (loss) attributable to noncontrolling interest . . . . . . . . . . . . . . . (2) — (2) (100.0)

Net income attributable to Shareholder of Hydro One . . . . . . . . . . . . . . 749 803 (54) (6.7)

Net Income

The Company’s 2014 net income attributable to the Shareholder of Hydro One decreased by $54 million, or 6.7%,
to $749 million, compared to 2013. The decrease is primarily due to the following:

• $70 million increase in the Company’s 2014 distribution operation, maintenance and administration costs,
mainly due to its customer service recovery initiatives and the increase in its bad debt expense, resulting from
higher electricity consumption due to a substantially colder than normal winter, combined with higher
electricity prices and the suspension of certain collection tools and efforts during several months in 2014, and

• $46 million increase in the Company’s 2014 depreciation and amortization costs, mainly due to higher
property, plant and equipment depreciation expense in 2014, related to the growth in capital assets as it
continues to place new assets in-service, consistent with its ongoing capital work program; partially offset by

• $59 million increase in its 2014 transmission revenues, mainly due to new Ontario Energy Board-approved
2014 transmission rates.
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Revenues

Year ended December 31 (millions of Canadian dollars) 2014 2013 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,588 1,529 59 3.9
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,903 4,484 419 9.3
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 61 (4) (6.6)

6,548 6,074 474 7.8

Average annual Ontario 60-minute peak demand (MW)(1) . . . . . . . . . . . . . 20,596 21,493 (897) (4.2)

Distribution – units distributed to Hydro One customers (TWh)(1) . . . . . . . 29.8 29.8 — —

(1) System-related statistics are preliminary.

Transmission

The Company’s 2014 transmission revenues increased by $59 million, or 3.9%, compared to 2013. The
components of the increase include the following:

• $90 million increase due to new transmission rates effective January 1, 2014 approved by the Ontario Energy
Board in January 2014, and

• $42 million increase due to the Ontario Energy Board’s approval of increased export service revenues in
recognition of higher electricity exports to other jurisdictions and the disposition of certain Ontario Energy
Board-approved transmission regulatory accounts; partially offset by

• $45 million decrease due to lower average Ontario 60-minute peak demand in 2014. The lower
electricity demand in 2014 was mainly due to milder weather in the summer and fall of 2014, compared to
2013, and

• $28 million decrease due to ancillary transmission revenues, primarily associated with Ontario Energy
Board-approved regulatory accounts.

Distribution

The Company’s 2014 distribution revenues increased by $419 million, or 9.3%, compared to 2013. The
components of the increase include the following:

• $399 million increase due to the recovery of higher purchased power costs, as described below under
“Purchased Power Costs”,

• $12 million increase due to new distribution rates effective January 1, 2014 approved by the Ontario Energy
Board in December 2013, and

• $8 million increase due to ancillary distribution revenues, primarily associated with Ontario Energy Board-
approved regulatory accounts.

Purchased Power Costs

The Company’s purchased power costs increased by $399 million, or 13.2%, in 2014, compared to 2013. The
components of the increase include the following:

• $291 million increase resulting from higher purchased power costs for customers who are not eligible for the
Regulated Price Plan,

• $78 million increase resulting from the impact of changes in the Ontario Energy Board’s Regulated Price
Plan rates for residential and other eligible customers,

• $26 million increase resulting from the Ontario Energy Board transmission rate decision effective January 1,
2014,
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• $10 million increase due to wholesale market service charges levied by the IESO, and

• $4 million increase resulting from the IESO’s smart metering entity charge effective May 1, 2013; partially
offset by

• $10 million decrease due to lower energy consumption in 2014, mainly resulting from a milder summer and a
warmer fall in 2014.

Operation, Maintenance and Administration Costs

Year ended December 31 (millions of Canadian dollars) 2014 2013 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 394 375 19 5.1
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 742 672 70 10.4
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 59 (3) (5.1)

1,192 1,106 86 7.8

Transmission

The Company’s 2014 transmission operation, maintenance and administration costs increased by $19 million, or
5.1%, compared to 2013. The components that contributed to the increase include the following:

• increased forestry expenditures related to brush control and line clearing on the Company’s transmission
rights-of-way,

• higher volume of corrective and preventive maintenance on power equipment and overhead lines, and
transmission site facilities maintenance requirements, and

• one-time reduction to Hydro One’s provision for payments in lieu of property taxes in 2013 related to
transmission stations for the years 1999 to 2012, inclusive, following the finalization of the related
regulations and receipt of a final assessment of its property tax returns; partially offset by

• lower expenditures due to the recovery of insurance proceeds for the 2013 floods at Hydro One’s Richview
and Manby transmission stations, and

• increased attribution of overheads to capital project expenditures in 2014.

Distribution

The Company’s 2014 distribution operation, maintenance and administration costs increased by $70 million, or
10.4%, compared to 2013. The increase is mainly due to the following:

• the Company’s customer service recovery initiatives and the increase in its bad debt expense, resulting from
higher electricity consumption due to a substantially colder than normal winter, combined with higher
electricity prices and the suspension of certain collection tools and efforts during several months in 2014. The
Company resumed some of its collection tools and efforts in September 2014. Hydro One Networks Inc.’s
customer service recovery initiatives and related bad debt expense totalled $88 million in 2014.

The increase was partially offset by decreased expenditures in 2014 related to the CIS, as it was placed in-service
in May 2013.

Depreciation and Amortization

The Company’s 2014 depreciation and amortization costs increased by $46 million, or 6.8%, compared to 2013.
This increase was primarily attributable to higher property, plant and equipment depreciation expense in 2014, mainly
related to the growth in capital assets as Hydro One continues to place new assets in-service, consistent with its
ongoing capital work program.
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Financing Charges

The Company’s 2014 financing charges increased by $19 million, or 5.3%, compared to 2013. The increase is
primarily due to the following:

• increase in interest expense on its long-term debt due to a higher average level of debt; partially offset by

• lower average interest rate.

Provision for PILs

The provision for PILs decreased by $20 million, or 18.3%, to $89 million in 2014, compared to 2013, primarily
due to lower levels of pre-tax income in 2014 compared to 2013.

Quarterly Results of Operations

The following table sets forth unaudited quarterly information for each of the eight quarters, from the quarter
ended March 31, 2013 through to December 31, 2014. This information has been derived from the Company’s
unaudited interim consolidated financial statements and its audited annual consolidated financial statements.

2014 2013

Quarter ended Dec. 31 Sept. 30 Jun. 30 Mar. 31 Dec. 31 Sept. 30 Jun. 30 Mar. 31

(millions of Canadian dollars)

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,662 1,556 1,566 1,764 1,557 1,542 1,403 1,572
Net income attributable to Shareholder of Hydro One . . . 221 173 115 240 160 218 168 257
Net income to common Shareholder of Hydro One . . . . . 216 169 110 236 155 214 163 253

Electricity demand generally follows normal weather-related variations, and consequently, the Company’s 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.

Results of Operations – Three Months Ended December 31, 2014 Compared to Three Months Ended
December 31, 2013

Three months ended December 31 (millions of Canadian dollars) 2014 2013 $ change % change

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,662 1,557 105 6.7
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 893 794 99 12.5
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . 247 286 (39) (13.6)
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190 184 6 3.3

1,330 1,264 66 5.2
Income before financing charges and provision for PILs . . . . . . . . . . . . . 332 293 39 13.3
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98 93 5 5.4

Income before provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234 200 34 17.0
Provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 40 (25) (62.5)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 219 160 59 36.9

Net income (loss) attributable to noncontrolling interest . . . . . . . . . . . . . . . . (2) — (2) (100.0)

Net income attributable to Shareholder of Hydro One . . . . . . . . . . . . . . 221 160 61 38.1

Net Income

Net income attributable to the Shareholder of Hydro One for the three months ended December 31, 2014 was
$221 million, compared to $160 million during the same period in 2013, an increase of $61 million or 38.1%. The
increase is mainly due to the following:

• decreased distribution operation, maintenance and administration costs, primarily due to lower storm
response expenditures as a result of lower storm activity in 2014, compared to 2013, and decreased
expenditures related to brush control and distribution line maintenance work,
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• decrease in the Company’s provision for PILs, primarily due to changes in net temporary differences, and

• increase in the Company’s 2014 transmission revenues, mainly due to new Ontario Energy Board-approved
2014 transmission rates.

Revenues

Hydro One’s total revenues for the three months ended December 31, 2014 were $1,662 million, compared to
$1,557 million during the same period in 2013, an increase of $105 million or 6.7%. The increase is mainly due to the
following:

• the recovery of higher purchased power costs,

• new transmission and distribution rates effective January 1, 2014, and

• the Ontario Energy Board’s approval of increased export service revenues in recognition of higher electricity
exports to other jurisdictions and the disposition of certain Ontario Energy Board-approved transmission
regulatory accounts; partially offset by

• lower average Ontario 60-minute peak demand and energy consumption in the fourth quarter of 2014, mainly
due to milder weather in the fall of 2014, and

• lower ancillary revenues, primarily associated with Ontario Energy Board-approved regulatory accounts.

Purchased Power Costs

The Company’s purchased power costs for the three months ended December 31, 2014 were $893 million,
compared to $794 million during the same period in 2013, an increase of $99 million or 12.5%. The increase is mainly
due to the following:

• higher purchased power costs for customers who are not eligible for the Regulated Price Plan; and

• partially offset by lower energy consumption in the fourth quarter of 2014, mainly due to milder weather in
the fall of 2014,

• wholesale market service charges levied by the IESO, and

• Ontario Energy Board transmission rate decision effective January 1, 2014.

Operation, Maintenance and Administration

The Company’s operation, maintenance and administration costs for the three months ended December 31, 2014
were $247 million, compared to $286 million during the same period in 2013, a decrease of $39 million or 13.6%. The
decrease is mainly due to the following:

• decreased distribution operation, maintenance and administration costs, primarily due to lower storm
response expenditures as a result of lower storm activity in 2014, compared to 2013, and

• decreased expenditures related to brush control and distribution line maintenance work.

Depreciation and Amortization

The Company’s depreciation and amortization costs for the three months ended December 31, 2014 were
$190 million, compared to $184 million during the same period in 2013, an increase of $6 million or 3.3%. The
increase is mainly due to higher property, plant and equipment depreciation expense in 2014, mainly related to the
growth in capital assets as the Company continue to place new assets in-service, consistent with its ongoing capital
work program.

Financing Charges

The Company’s financing charges for the three months ended December 31, 2014 were $98 million, compared to
$93 million during the same period in 2013, an increase of $5 million or 5.4%. The increase is mainly due to the
following:

• increase in interest expense on its long-term debt due to a higher average level of debt; partially offset by

• lower average interest rates.
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Provision for PILs

Hydro One’s provision for PILs for the three months ended December 31, 2014 was $15 million, compared to
$40 million during the same period in 2013, a decrease of $25 million or 62.5%. The decrease is due to the following:

• changes in net temporary differences, such as capital cost allowance in excess of depreciation, deductions for
pension payments made in excess of amounts expensed for accounting purposes, and interest deducted for
tax purposes in excess of interest expensed for accounting purposes; partially offset by

• higher pre-tax income for the three months ended December 31, 2014 compared to the same period in 2013.

Results of Operations – Year Ended December 31, 2013 Compared to Year Ended December 31, 2012

Year ended December 31 (millions of Canadian dollars) 2013 2012 $ change % change

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,074 5,728 346 6.0
Purchased power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,020 2,774 246 8.9
Operation, maintenance and administration . . . . . . . . . . . . . . . . . . . . . . . . . . 1,106 1,071 35 3.3
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 676 659 17 2.6

4,802 4,504 298 6.6
Income before financing charges and provision for PILs . . . . . . . . . . . . . 1,272 1,224 48 3.9
Financing charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 360 358 2 0.6

Income before provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 912 866 46 5.3
Provision for PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109 121 (12) (9.9)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 803 745 58 7.8

Net income (loss) attributable to noncontrolling interest . . . . . . . . . . . . . . . . — — — —

Net income attributable to Shareholder of Hydro One . . . . . . . . . . . . . . 803 745 58 7.8

Net Income

The Company’s 2013 net income increased by $58 million, or 7.8%, to $803 million, compared to 2012. The
Company experienced higher distribution revenues in 2013 mainly reflecting increased purchased power costs,
primarily related to the Ontario Energy Board’s Regulated Price Plan rate-setting process and the IESO’s spot market.
It also experienced increased transmission revenues in 2013 reflecting a higher peak demand due to intermittent
periods of hot weather in the summer of 2013, as well as extreme cold winter weather. The Company’s 2013 net
income was also positively impacted by a lower provision for PILs and by a reduction to its provision for payments in
lieu of transmission station property taxes, following the finalization of the assessment of certain prior years’ property
tax returns. This reduction was partially offset by power restoration expenditures following several major storms in
2013.

Revenues

Year ended December 31 (millions of Canadian dollars) 2013 2012 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,529 1,482 47 3.2
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,484 4,184 300 7.2
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61 62 (1) (1.6)

6,074 5,728 346 6.0

Average annual Ontario 60-minute peak demand (MW)(1) . . . . . . . . . . . . . . 21,493 21,132 361 1.7

Distribution – units distributed to Hydro One customers (TWh)(1) . . . . . . . . 29.8 29.2 0.6 2.1

(1) System-related statistics are preliminary.

Transmission

Hydro One’s 2013 transmission revenues were higher by $47 million, or 3.2%, compared to 2012. The average
Ontario 60-minute peak demand was higher in 2013 compared to 2012, resulting in an increase in transmission
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revenues of $26 million, compared to 2012. The higher energy consumption in 2013 mainly resulted from a warmer
summer and a colder winter, as compared to 2012. In addition, the Company experienced higher revenues of
$21 million in 2013, associated with the Ontario Energy Board’s approval of export service revenues and ancillary
services.

Distribution

The Company’s 2013 distribution revenues were higher by $300 million, or 7.2%, compared to 2012. The increase
was primarily due to the recovery of higher purchased power costs of $246 million, as described below under
“Purchased Power Costs.” In addition, energy consumption was higher by $29 million in 2013, mainly resulting from a
warmer summer and a colder winter, as compared to 2012. Distribution revenues also increased by $15 million as a
result of the Company’s placement in service of new smart grid and smart meter investments, which are currently
being recovered through separate rate mechanisms.

In December 2012, the Ontario Energy Board approved new distribution rates effective January 1, 2013, based on
its third generation incentive regulation mechanism process. As part of this decision, the Ontario Energy Board
approved the Company’s application for an additional rate rider related to an incremental capital module adjustment to
its rates, reflecting its placement in service of certain specific capital investments. This approval resulted in an increase
in distribution revenues of $13 million, compared to 2012. In addition, the Ontario Energy Board’s incentive regulation
mechanism decision resulted in higher distribution revenues of $10 million, which will support the maintenance and
investment requirements of the Company’s distribution system and enable the safe and reliable delivery of electricity to
its customers throughout Ontario. The 2013 distribution revenue increases were partially offset by lower 2013 ancillary
distribution revenues of $13 million, primarily associated with Ontario Energy Board-approved regulatory accounts.

Purchased Power Costs

The Company’s 2013 purchased power costs increased by $246 million, or 8.9%, to $3,020 million, compared to
2012. The components of increase include the following:

• $104 million increase resulting from higher purchased power costs for customers who are not eligible for the
Regulated Price Plan,

• $85 million increase resulting from the impact of changes in the Ontario Energy Board’s Regulated Price
Plan rates for residential and other eligible customers,

• $44 million increase due to higher electricity demand, and

• $9 million increase resulting from the IESO’s smart metering entity charge effective May 1, 2013; partially
offset by

• $4 million reduction in wholesale market service charges levied by the IESO.

Operation, Maintenance and Administration

Year ended December 31 (millions of Canadian dollars) 2013 2012 $ change % change

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375 402 (27) (6.7)
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 672 608 64 10.5
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59 61 (2) (3.3)

1,106 1,071 35 3.3

Transmission

The Company’s 2013 transmission operation, maintenance and administration costs decreased by $27 million, or
6.7%, to $375 million, compared to 2012. Within the Company’s work programs, it continued to invest in the safe and
reliable operation of its transmission system.

Expenditures in support of the Company’s transmission system decreased by $33 million in 2013, compared to
2012, primarily due to a reduction to its provision for payments in lieu of property taxes related to transmission stations
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for the years 1999 to 2012, inclusive, following the finalization of the related regulations and receipt of a final
assessment of its property tax returns. The decrease in the Company’s transmission system support costs was partially
offset by an increase of $6 million in its work program costs, compared to 2012. This increase was primarily due to
higher expenditures related to the Company’s forestry work program on its transmission rights-of-way resulting from
heavy tree densities, power equipment preventive and corrective maintenance, and emergency restoration requirements
as a result of severe flooding at Richview and Manby transmission stations caused by a major rainstorm in July 2013.
The Company also experienced increased cyber security and internal compliance program requirements related to the
reliability standards and criteria mandated by the NERC. These increases in work program costs were partially offset
by lower expenditures related to the Ontario Power Authority’s (IESO effective January 1, 2015) recommendation to
increase short circuit and/or transformer capacity at ten of the Company’s transmission stations to enable the
connection of small renewable projects, as this work was substantially completed by the end of 2012. Expenditures for
these station upgrades were recorded within operation, maintenance and administration rather than as capital
expenditures, given that recovery was restricted pursuant to a shareholder declaration made in April 2011. No such
declarations were issued in 2013. In addition, the Company experienced lower expenditures within its overhead lines
program

Distribution

The Company’s 2013 distribution operation, maintenance and administration costs increased by $64 million, or
10.5%, to $672 million, compared to 2012. The Company’s work program expenditures increased by $63 million
compared to 2012, mainly as a result of increased power restoration expenditures following major storms in 2013,
increased customer-driven work related to trouble calls and cable locates in support of the Company’s “One Call”
program, higher requirements within the line patrol program, higher expenditures on its customer care programs,
higher information technology improvements and enhancements, and continued work on the Company’s smart grid
project. These impacts were partially offset by lower station corrective and preventive maintenance expenditures, as
well as lower line clearing expenditures, compared to 2012. The Company’s expenditures in support of its distribution
system increased marginally by $1 million, compared to 2012.

Depreciation and Amortization

The Company’s 2013 depreciation and amortization costs increased by $17 million, or 2.6%, compared to 2012.
This increase was attributable to higher 2013 depreciation expense, primarily related to its placement of new assets in
service consistent with its ongoing capital work program, as well as higher asset removal costs in 2013.

Financing Charges

Financing charges increased by $2 million, or 0.6%, to $360 million for 2013, compared to 2012. Higher
financing costs in 2013 were mainly due to a decrease in interest capitalized, partially offset by a decrease in interest
expense on long-term debt due to lower average interest rates.

Provision for PILs

The provision for PILs decreased by $12 million, or 9.9%, to $109 million in 2013, compared to 2012. This
decrease primarily resulted from changes in net temporary differences, and a true-up relating to the 2012 research and
development tax credits. This reduction was partially offset by the impact of higher levels of pre-tax income in 2013,
compared to 2012.

Liquidity and Capital Resources for Annual Periods

Hydro One’s primary sources of liquidity and capital resources are funds generated from the Company’s
operations, debt capital market borrowings and bank financing. These resources will be used to satisfy its capital
resource requirements, which continue to include its capital expenditures, servicing and repayment of its debt, and
dividends.
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Summary of Sources and Uses of Cash

Year ended December 31 (millions of Canadian dollars) 2014 2013 2012

Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,256 1,404 1,294
Financing activities

Long-term debt issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 628 1,185 1,085
Long-term debt retired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (776) (600) (600)
Amount contributed by noncontrolling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72 — —
Dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (287) (218) (370)

Investing activities
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,504) (1,387) (1,463)
Acquisition of Norfolk Power . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (66) — —
Proceeds from investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250 — —

Other financing and investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38) (14) 21

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (465) 370 (33)

Cash from Operating Activities

Year Ended December 31, 2014 Compared to Year Ended December 31, 2013

Net cash from operating activities decreased by $148 million to $1,256 million in 2014, compared to 2013. The
decrease was primarily due to the following:

• lower 2014 net income, compared to 2013,

• changes in accrual balances, mainly related to timing of capital projects, and

• changes in regulatory accounts, including the retail settlement and external revenue variance accounts;
partially offset by

• higher property, plant and equipment depreciation expense in 2014, mainly related to the growth in capital
assets as the Company continues to place new assets in-service, consistent with the Company’s ongoing
capital work program.

Year Ended December 31, 2013 Compared to Year Ended December 31, 2012

Net cash from operating activities increased by $110 million to $1,404 million in 2013, compared to 2012. The
increase was primarily due to higher 2013 net income, compared to 2012, as well as changes in accrual balances,
mainly related to timing of tax payments and to capital projects. The increase was partially offset by growth in
accounts receivable balances, resulting from higher revenues and lower collections in the period.

Financing Activities

Short-term liquidity is provided through funds from operations, the Company’s commercial paper program, and
the Company’s revolving credit facility.

At December 31, 2014, under the commercial paper program, Hydro One was authorized to issue up to $1 billion
in short-term notes with a term to maturity of less than 365 days. The commercial paper program is supported by a $1.5
billion committed revolving credit facility with a syndicate of banks. The short-term liquidity under this program and
anticipated levels of funds from operations are expected to be sufficient to fund the Company’s normal operating
requirements.

At December 31, 2014, the Company had $8,923 million in long-term debt outstanding, including the current
portion. The Company’s notes and debentures mature between 2015 and 2064. Long-term financing is provided by the
Company’s access to the debt markets, primarily through its MTN Program. The maximum authorized principal
amount of medium-term notes issuable under this program is $3,000 million. At December 31, 2014, $1,187 million
remained available until October 2015. The Company plans to file a base shelf prospectus to renew its MTN Program
for another 25 months by the end of 2015.
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At December 31, 2013, the Company had $9,045 million in long-term debt outstanding, including the current
portion. At December 31, 2013, $1,815 million of $3 billion maximum authorized principal amount of medium-term
notes under the MTN Program remained available until October 2015.

In 2014, the Company issued $628 million of long-term debt under the Company’s MTN Program, compared to
$1,185 million of long-term debt issued in 2013. In 2014, the Company also repaid $750 million in maturing long-term
debt, compared to $600 million of long-term debt repaid in 2013. In addition, long-term debt totalling $26 million
assumed on the Norfolk Power acquisition was repaid in September 2014.

In 2013, Hydro One issued $1,185 million of long-term debt under the Company’s MTN Program, compared to
$1,085 million of long-term debt issued in 2012. In 2013, the Company also repaid $600 million in maturing long-term
debt, compared to $600 million of long-term debt called and redeemed in 2012, prior to its maturity date of
November 15, 2012.

The Company had no short-term notes outstanding at December 31, 2014, 2013, or 2012.

During 2014, Hydro One paid dividends to the Province in the amount of $287 million, consisting of $269 million
in common share dividends and $18 million in preferred share dividends, compared to dividends of $218 million,
consisting of $200 million of common share dividends and $18 million of preferred share dividends, paid to the
Province in 2013, and dividends of $370 million, consisting of $352 million in common dividends and $18 million in
preferred dividends paid to the province in 2012. In 2013, cash dividends per common share were $2,000, compared to
$3,523 per common share in 2012. Cash dividends per preferred share were $1.375 in each of 2013 and 2012.

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 to its Shareholder.

Investing Activities

During 2014, the Company continued to focus on making important investments in its transmission and
distribution systems to address its aging power system infrastructure, improve its systems’ reliability and performance,
and improve service to its customers. Hydro One made capital investments totalling $1,530 million in 2014, compared
to $1,394 million of capital investments in 2013, and have placed $1,574 million of new assets in-service in 2014,
compared to $1,491 million of new assets placed in-service in 2013.

Capital investments consist of cash capital expenditures and related accruals. Capital investments primarily relate
to sustaining, enhancing and reinforcing the Company’s transmission and distribution infrastructure.

Year ended December 31

2014 2013 2012

(millions of Canadian dollars)

Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 845 714 776
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 680 673 671
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 7 7

Total capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,530 1,394 1,454

Transmission Capital Investments

The Company’s 2014 transmission capital investments were $845 million, compared to $714 million in 2013, an
increase of $131 million or 18.3%, primarily due to sustainment programs to address its aging infrastructure. Given the
aging of its infrastructure, the Company has ongoing investment plans which are designed to reliably power the
Ontario economy and to support the innovation that can be expected over the next decade.

88



The Company’s 2013 transmission capital investments decreased by $62 million, or 8.0%, to $714 million,
compared to 2012.

Year ended December 31

2014 2013 2012

(millions of Canadian dollars)

Sustainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 625 481 392
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132 170 313
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88 63 71

Total transmission capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 845 714 776

Transmission Sustainment Capital Investments

The Company’s current transmission sustainment programs include protection and control systems, wood poles,
breakers and high-voltage instrument transformer replacements. The Company’s 2014 transmission sustainment capital
investments were $625 million, compared to $481 million in 2013, an increase of $144 million or 29.9%. The increase
was mainly due to the following:

• several system re-investments, including the Gerrard and Timmins transmission stations and new type of
breakers at its Bruce transmission station, which progressed in 2014, as well as completed projects, such as
the Pinard transmission station breakers and the Wallaceburg transmission station;

• several replacements of end-of-life power transformers at its Pembroke transmission Station in eastern
Ontario, and its Hanover, Allanburg, and Elmira transmission stations in southwestern Ontario, as well as the
emergency replacement of a unit at the Trafalgar transmission station;

• increased work within its station and lines equipment replacement and refurbishment projects and programs,
including its investment to address the condition of the conductors on the 170 kilometre circuit from the
Chats Falls switching station to the Havelock transmission station in southeastern Ontario, and increased
work on overhead lines wood pole structure replacements; and

• increased volume of replacements related to addressing aging protection and control equipment.

Investments to sustain the Company’s existing transmission system were $481 million in 2013, representing an
increase of $89 million or 22.7%, compared to 2012. In 2013, Hydro One made significant investments in the
refurbishment and replacement of end-of-life equipment for overhead lines and system re-investments in order to
improve reliability, as well as replacement of circuit breakers. In addition, the Company has experienced higher
expenditures associated with the timing of work related to the replacement of end-of-life power transformers. Hydro
One continued work on replacing end-of-life underground transmission cables between its Strachan transmission
station and Riverside Junction. These new underground cables will maintain a reliable supply of electricity to
downtown Toronto. These increases were partially offset by lower expenditures related to the replacement of
protection and control equipment.

Transmission Development Capital Investments

The Company’s current transmission development projects include transmission system upgrades, local area
supply projects, and inter-area network projects. These investments will expand and reinforce power reliability for
electricity customers throughout the province, including its residential and industrial customers. The Company’s 2014
development capital investments to expand and reinforce its transmission system were $132 million, compared to
$170 million in 2013, a decrease of $38 million or 22.4%. The decrease was mainly due to the following:

• the successful completion of Sundusk and Summerhaven switching stations upgrades in 2013 to incorporate
renewable energy into its transmission system; and

• reduced expenditures related to some of its major projects which were completed in 2014, such as the
Lambton-to-Longwood transmission upgrade project, the Barwick transmission station, and the Allanburg
transmission station to ensure mandatory transmission system standards were met.
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Investments to expand and reinforce the Company’s transmission system were $170 million in 2013, representing
a decrease of $143 million, compared to 2012. The decrease was mainly due to the completion of the Company’s
Bruce-to-Milton transmission line to connect refurbished nuclear and new wind generation sources in the Huron-Grey-
Bruce area. This project was placed in-service in May 2012. In addition, the Company experienced lower expenditures
as a result of completing its Commerce Way transmission station, a new load supply station in the City of Woodstock
to address load growth issues in the Woodstock area, and the switchyard reconstruction project at its Burlington
transmission station, where two new switchyards were constructed to increase the load supply capacity and to ensure
reliability of supply to customers in the area. These projects were placed in-service in February 2013 and December
2012, respectively.

During 2013, the Company continued to invest in inter-area network projects to support the Province’s supply mix
objectives for generation, and in load customer connections and local area supply projects to address growing loads.
The Company’s local area supply project expenditures included investments in its Midtown transmission reinforcement
project, which will provide additional supply capability to meet future load growth in midtown Toronto as well as areas
to the west. Work at the Company’s Hearn switching station was partially completed in December 2013, where the
Company rebuilt an existing switchyard that had reached the end of its service life. The Company was also
constructing its Lambton-to-Longwood transmission upgrade to increase transmission capability between its Lambton
(Sarnia) and Longwood (London) transmission stations.

Transmission Other Capital Investments

The Company’s 2014 other transmission capital investments were $88 million, compared to $63 million in 2013,
an increase of $25 million or 39.7%. The increase was mainly due to the following:

• the development phase investment in its network management system project, a critical operating tool used
for monitoring and control of its transmission system, and

• the investment in its payroll transformation project to realize various process efficiencies; partially offset by

• higher investments in 2013 as a result of emergency flood restoration work at its Richview transmission
station resulting from a major rainstorm in July 2013.

The Company’s other transmission capital investments were $63 million in 2013, representing a decrease of
$8 million, compared to 2012. The decrease was mainly due to lower requirements associated with information
technology initiatives, including its entity-wide enterprise information system replacement and improvement project,
and timing of field facilities improvements. These reductions were partially offset by increased fleet acquisitions and
emergency flood restoration work at its Richview transmission station caused by a major rainstorm in July 2013.

Distribution Capital Investments

The Company’s 2014 distribution capital investments were $680 million, compared to $673 million in 2013, an
increase of $7 million or 1.0%, primarily due to its distribution sustainment programs to address its aging
infrastructure.

The Company’s 2013 distribution capital investments increased by $2 million, or 0.3%, to $673 million, compared
to 2012.

Year ended December 31

2014 2013 2012

(millions of Canadian dollars)

Sustainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 356 324 245
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 236 235 284
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88 114 142

Total distribution capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 680 673 671
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Distribution Sustainment Capital Investments

The Company’s current distribution sustainment programs include wood pole and meter replacements, emergency
work for storm restoration, distribution station refurbishments and upgrades, and work related to joint-use and
relocation of its distribution lines. The Company’s 2014 distribution sustainment capital investments were
$356 million, compared to $324 million in 2013, an increase of $32 million or 9.9%. The increase is mainly due to the
following:

• increased investments in meter replacements, including certain meter replacements and field metering
services installations,

• higher volume of end-of-life wood pole replacements,

• increased focus on capital lines work, mainly due to the lines large sustainment initiatives program, and

• increased work within its station refurbishment programs due to more refurbishments accomplished in 2014;
partially offset by

• reduced storm restoration work in 2014 due to lower storm activity compared to 2013.

Investments to sustain the Company’s distribution system were $324 million in 2013, representing an increase of
$79 million or 32.2%, compared to 2012. The increase was primarily due to increased expenditures for replacements
related to storm restoration work caused by major storms in 2013. The Company also experienced increased work
within its wood pole replacement program and station refurbishment projects. Investments were also impacted by the
timing of customer contribution payments received in 2012 relating to work for joint use and relocation of its lines.
These increases were partially offset by lower work within the Company’s lines programs.

Distribution Development Capital Investments

The Company’s current development projects to expand and reinforce its distribution network include new
customer connections and upgrades, system capability reinforcement projects, line transfers requested by customers,
and connections to new generation facilities. The Company’s 2014 distribution development capital expenditures were
$236 million, compared to $235 million in 2013, an increase of $1 million or 0.4%. The increase is mainly due to the
following:

• increased work for subdivision connections, new customer connections, and upgrades, and

• the purchase of retail revenue meters for all new connections and service upgrades; partially offset by

• reduced lines and stations work related to upgrading and adding capacity to the Company’s distribution
system.

Investments to expand and reinforce its distribution network were $235 million in 2013, representing a decrease of
$49 million, compared to 2012. Hydro One experienced reduced expenditures related to some of its major projects,
including its smart grid project, as it completed the deployment of its distribution management system within the Owen
Sound pilot area in 2012, and the smart metering project, as most of the network expansion work was completed in
2012. In 2013, the Company also experienced a lower demand for new customer connections and upgrades. These
decreases were partially offset by increased work on upgrading and adding capacity to its system to enable new
customer connections and timing of generation connection projects.

Distribution Other Capital Investments

The Company’s 2014 other distribution capital expenditures were $88 million, compared to $114 million in 2013,
a decrease of $26 million or 22.8%. The decrease is mainly due to the following:

• decreased expenditures in 2014 related to the CIS, as it was placed in-service in May 2013,

• decrease due to higher investments in 2013 as a result of emergency flood restoration work at its Richview
transmission station resulting from a major rainstorm in July 2013; partially offset by

• investment in a payroll transformation project to realize various process efficiencies.
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The Company’s other distribution capital investments were $114 million in 2013, representing a decrease of
$28 million or 19.7%, compared to 2012. The majority of these expenditures were related to the CIS phase of its
entity-wide information system replacement and improvement project, which was placed into service in May 2013. In
addition to replacing end-of-life systems, this implementation is expected to result in process improvements that are
expected to provide many benefits including enhancements to customer satisfaction through reduced call times and
first call resolution of issues given faster availability of information. Productivity savings are also anticipated to result
from performance improvements, consolidation and/or decommissioning of legacy information technology systems. In
addition, the Company experienced decreased expenditures associated with information technology initiatives,
including its entity-wide enterprise information system replacement and improvement project, and the timing of field
facilities improvements, partially offset by an increase in fleet acquisitions and emergency flood restoration work at its
Richview transmission station.

Related Party Transactions

Hydro One is currently owned by the Province. The Ontario Electricity Financial Corporation, IESO, Ontario
Power Authority (merged with IESO effective January 1, 2015), Ontario Power Generation Inc., and the Ontario
Energy Board are related parties to the Company because they are controlled or significantly influenced by the
Province.

Three and six months ended June 30, 2015 compared to June 30, 2014

The Province

• During the three and six months ended June 30, 2015, Hydro One paid dividends to the Province totalling
$30 million and $59 million, respectively, compared to $30 million and $229 million paid in the same
periods in 2014.

IESO

• During the three and six months ended June 30, 2015, Hydro One purchased power in the amount of
$471 million and $1,262 million, respectively, from the IESO-administered electricity market, compared to
$568 million and $1,343 million purchased in the same periods in 2014.

• Hydro One receives revenues for transmission services from the IESO, based on Ontario Energy Board-
approved transmission rates. The Company’s transmission revenues for the three and six months ended
June 30, 2015 include $363 million and $768 million, respectively, related to these services, compared to
$368 million and $776 million in the same periods in 2014.

• Hydro One receives amounts for rural rate protection from the IESO. The Company’s distribution revenues
for the three and six months ended June 30, 2015 include $32 million and $64 million, respectively, related to
this program, compared to $32 million and $64 million in the same periods in 2014.

• Hydro One receives revenues related to the supply of electricity to remote northern communities from the
IESO. The Company’s distribution revenues for the three and six months ended June 30, 2015 include
$8 million and $16 million, respectively, related to these services, compared to $8 million and $16 million in
the same periods in 2014.

• The IESO (Ontario Power Authority prior to January 1, 2015) funds substantially all of Hydro One’s
Conservation and Demand Management (“CDM”) programs. The funding includes program costs,
incentives, and management fees. During the three and six months ended June 30, 2015, the Company
received $11 million and $23 million, respectively, from the IESO related to these programs, compared to
$14 million and $21 million received in the same periods in 2014.

Ontario Power Generation Inc.

• During the three and six months ended June 30, 2015, Hydro One purchased power in the amount of
$2 million and $8 million, respectively, from Ontario Power Generation Inc., compared to $4 million and
$18 million purchased in the same periods in 2014.
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• Hydro One has service level agreements with Ontario Power Generation Inc. These services include field,
engineering, logistics and telecommunications services. The Company’s other revenues for the three and six
months ended June 30, 2015 include $1 million and $3 million, respectively, related to these service level
agreements, compared to $3 million and $6 million in the same periods in 2014. Operation, maintenance and
administration costs related to the purchase of services with respect to these service level contracts were
insignificant during the three months ended June 30, 2015 and 2014, and $1 million during the six months
ended June 30, 2015 and 2014.

Ontario Electricity Financial Corporation

• During the three and six months ended June 30, 2015, Hydro One paid PILs to the Ontario Electricity
Financial Corporation totalling $14 million and $32 million, respectively, compared to payments of
$21 million and $43 million made in the same periods in 2014.

• During the three and six months ended June 30, 2015, Hydro One purchased power in the amount of
$2 million and $4 million, respectively, from power contracts administered by the Ontario Electricity
Financial Corporation, compared to $2 million and $7 million purchased in the same periods in 2014.

• During the six months ended June 30, 2015, the Company paid a $5 million annual fee to the Ontario
Electricity Financial Corporation, compared to $5 million paid in the same period in 2014, for
indemnification against adverse claims in excess of $10 million paid by the Ontario Electricity Financial
Corporation with respect to certain of Ontario Hydro’s businesses transferred to Hydro One on April 1, 1999.

Ontario Energy Board

• Under the Ontario Energy Board Act, the Ontario Energy Board is required to recover all of its annual
operating costs from gas and electricity distributors and transmitters. During the three and six months ended
June 30, 2015, Hydro One incurred $3 million and $6 million, respectively, in Ontario Energy Board fees,
compared to $3 million and $6 million incurred in the same periods in 2014.

At June 30, 2015, the amounts due from and due to related parties as a result of the transactions described above
were $177 million and $52 million, respectively, compared to $224 million and $227 million at December 31, 2014,
respectively. At June 30, 2015, included in amounts due to related parties were amounts owing to the IESO in respect
of power purchases of $41 million, compared to $214 million at December 31, 2014.

Year ended December 31, 2014 compared to year ended December 31, 2013

The Province

• During 2014, Hydro One paid dividends to the Province totalling $287 million, compared to $218 million
paid in 2013.

• In November 2014, Hydro One redeemed the $250 million Province of Ontario Floating-Rate Notes held as a
long-term investment. These notes were originally purchased in January 2010 with a maturity date of
November 19, 2014.

IESO

• During 2014, Hydro One purchased power in the amount of $2,601 million from the IESO-administered
electricity market, compared to $2,477 million purchased in 2013.

• The Company’s 2014 transmission revenues include $1,556 million related to transmission services,
compared to $1,509 million in 2013.

• The Company’s 2014 distribution revenues include $127 million related to the rural rate protection program,
compared to $127 million in 2013.

• The Company’s 2014 distribution revenues include $32 million related to the supply of electricity to remote
northern communities, compared to $33 million in 2013.
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Ontario Power Authority (merged with IESO effective January 1, 2015)

• During 2014, Hydro One received $33 million related to CDM programs, compared to $34 million received
in 2013.

Ontario Power Generation Inc.

• During 2014, Hydro One purchased power in the amount of $23 million from Ontario Power Generation Inc.,
compared to $15 million in 2013.

• Hydro One’s 2014 other revenues include $12 million related to service level agreements with Ontario Power
Generation Inc., compared to $9 million in 2013. Hydro One’s 2014 operation, maintenance and
administration costs related to the purchase of services with respect to these service level contracts were
$1 million, compared to $1 million in 2013.

Ontario Electricity Financial Corporation

• During 2014, Hydro One paid PILs to the Ontario Electricity Financial Corporation totalling $86 million,
compared to payments of $138 million made in 2013.

• During 2014, Hydro One purchased power in the amount of $9 million from power contracts administered by
the Ontario Electricity Financial Corporation, compared to $8 million purchased in 2013.

• During 2014, the Company paid a $5 million annual fee to the Ontario Electricity Financial Corporation,
compared to $5 million paid in 2013, for indemnification against adverse claims in excess of $10 million
paid by the Ontario Electricity Financial Corporation with respect to certain of Ontario Hydro’s businesses
transferred to Hydro One on April 1, 1999.

Ontario Energy Board

• During 2014, Hydro One incurred $12 million in Ontario Energy Board fees, compared to $12 million
incurred in 2013.

At December 31, 2014, the amounts due from and due to related parties as a result of the transactions described
above were $224 million and $227 million, respectively, compared to $197 million and $230 million at December 31,
2013, respectively. At December 31, 2014, included in amounts due to related parties were amounts owing to the IESO
in respect of power purchases of $214 million, compared to $217 million at December 31, 2013.

Year ended December 31, 2013 compared to year ended December 31, 2012

Transmission revenues include $1,509 million (2012 – $1,474 million) received from IESO related to
transmission services. Distribution revenues include $127 million (2012 – $127 million) received from the IESO
related to the rural rate protection program. Distribution revenues also include $33 million (2012 – $28 million)
received from the IESO related to the supply of electricity to remote northern communities.

In 2013, Hydro One purchased power in the amount of $2,477 million (2012 – $2,392 million) from the
IESO-administered electricity market; $15 million (2012 – $10 million) from Ontario Power Generation Inc.; and
$8 million (2012 – $7 million) from power contracts administered by the Ontario Electricity Financial Corporation.

In 2013, Hydro One incurred $12 million (2012 – $11 million) in Ontario Energy Board fees.

In 2013, revenues related to the provision of construction and equipment maintenance services with respect to the
service level agreements with Ontario Power Generation Inc. were $9 million (2012 – $10 million), primarily for the
transmission business. Operation, maintenance and administration costs related to the purchase of services with respect
to these service level agreements were $1 million in 2013 (2012 – $2 million).

In 2013, Hydro One received $34 million (2012 – $39 million) from the Ontario Power Authority (IESO effective
January 1, 2015) related to CDM programs.
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PILs and payments in lieu of property taxes are paid to the Ontario Electricity Financial Corporation, and
dividends are paid to the Province.

Sales to and purchases from related parties occur at normal market prices or at a proxy for fair value based on the
requirements of the Ontario Energy Board’s affiliate relationships code. Outstanding balances at period end are interest
free and settled in cash.

At December 31, 2013, the Company held $250 million in Province of Ontario floating-rate notes with a fair value
of $251 million (2012 – $251 million).

The amounts due to and from related parties as a result of the transactions referred to above are as follows:

December 31 (millions of Canadian dollars) 2013 2012

Due from related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197 154
Due to related parties(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (230) (261)
Investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 251 251

(1) Included in due to related parties at December 31, 2013 are amounts owing to the IESO in respect of power purchases of $217 million
(2012 – $199 million).

Considerations of Current Economic Conditions

Effect of Load on Revenue

The Company’s load, based on normal weather patterns, is expected to increase in 2015 due to economic growth
in all sectors of the Ontario economy, partially offset by the load impact of CDM and embedded generation. Overall
load growth due to the economy alone is forecasted to be approximately 1.9%, with the commercial and industrial
sectors slightly outperforming the residential sector. The load impacts of CDM and embedded generation are expected
to have a negative impact on load growth of approximately 0.6% and 0.4%, respectively. On the whole, load is
expected to increase by approximately 0.9% in 2015. The Company’s approved revenue requirement for 2015 has
taken the negative load impact of CDM and embedded generation into account. A load growth below the Company’s
load forecast, included in its approved revenue requirement, would negatively impact the Company’s financial results.

Effect of Interest Rates

Changes in interest rates will impact the calculation of the revenue requirements upon which Hydro One’s rates
are based. The first component impacted by interest rates is the Company’s return on equity. The Ontario Energy
Board-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%. All other things being equal, Hydro One estimates that a 1% decrease in the forecasted
long-term Government of Canada bond yield used in determining its return on equity would reduce Hydro One
Networks Inc.’s transmission and distribution businesses’ 2015 results of operations by approximately $20 million and
$13 million, respectively. As interest rates decline, there is more risk of a decline in net income. 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 Ontario Energy Board would
impact the Company’s results of operations.

Input Costs

In support of the Company’s ongoing work programs, Hydro One is required to procure materials, supplies and
services. To manage total costs, the Company regularly establishes security of supply, strategic material and services
contracts, general outline agreements, and vendor alliances and it also manages a stock of commonly used items. Such
arrangements are for a defined period of time and are monitored. Where advantageous, the Company develops
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 its strategic sourcing practices, Hydro One does not
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foresee any adverse impacts on its business from current economic conditions in respect of adequacy and timing of
supply and credit risk of its counterparties. Further, the Company has been able to realize significant savings through
its strategic sourcing initiatives.

Pension Plan

During the six months ended June 30, 2015, Hydro One contributed approximately $89 million to its pension plan,
compared to contributions of approximately $174 million made in the same period in 2014, and incurred $82 million in
net periodic pension benefit costs, compared to $79 million incurred in the same period in 2014. Contributions of
$174 million made during the six months ended June 30, 2014, included contributions for the balance of the 2014 year,
whereas no pension plan contributions prepayments were made during the six months ended June 30, 2015.

In 2014, Hydro One contributed approximately $174 million to its pension plan, compared to contributions of
approximately $160 million made in 2013, and incurred $158 million in net periodic pension benefit costs, compared to
$287 million incurred in 2013. The Company currently estimates its total annual pension contributions to be
approximately $174 million for 2015 and $175 million for 2016, based on an actuarial valuation as at
December 31, 2013 and projected levels of pensionable earnings. Actuarial valuations are required to be filed at least
every three years. Future minimum contributions beyond 2016 will be based on an actuarial valuation effective no later
than December 31, 2016. In 2014, the Company’s pension plan experienced positive returns of approximately 12.3%,
compared to approximately 17.9% in 2013.

As at December 31, 2014, the projected benefit obligation of the Company’s pension plan was $7,535 million
(December 31, 2013 – $6,576 million) and the fair value of plan assets was $6,299 million (December 31, 2013
– $5,731 million), giving rise to an unfunded status liability of $1,236 million (December 31, 2013 – $845 million). For
more information regarding the funded status of the Company’s pension plan, see note 15 of the audited consolidated
financial statements of Hydro One Inc. as at and for the years ended December 31, 2014 and 2013 included elsewhere
in this prospectus.

The Company’s pension benefits obligation is impacted by various assumptions and estimates, such as discount
rate, rate of return on plan assets, rate of cost of living increase, and mortality assumptions. A full discussion of the
significant assumptions and estimates can be found in the section “Critical Accounting Estimates–Employee Future
Benefits” in this MD&A.

Risk Management

Hydro One has an Enterprise Risk Management (“ERM”) Program that aims at balancing business risks and
returns. A company-wide approach enables regulatory, strategic, operational and financial risks to be managed and
aligned with its strategic goals. The Company’s ERM program helps it to better understand uncertainty and its potential
impact on the Company’s strategic goals. It sets out the uniform principles, processes and criteria for identifying,
assessing, evaluating, treating, monitoring and communicating risks across all lines of business. It supports the
Company’s Board of Directors’ corporate governance needs and the due diligence responsibilities of senior
management.

While the Company’s philosophy is that risk management is the responsibility of all employees, the Board is
responsible for overseeing the Company’s ERM system. The Audit Committee reviews the ERM framework for the
Company and assesses the adequacy and completeness of the process for identifying and assessing the key risks facing
the Company. The Audit Committee will also meet with the head of the Company’s risk management function at least
twice per year. The Board has, in the past, reviewed the Company’s risk profile, which is the list of key risks prepared
by senior management, and represents the greatest threats to meeting its strategic objectives. The Board committees
review risks relevant to their mandate at every meeting.

The Company’s President and Chief Executive Officer has ultimate accountability for risk management. The
Company’s leadership team provides senior management oversight of its risk portfolio and its risk management
processes. The leadership team provides direction on the evolution of these processes and identifies priority areas of
focus for risk assessment and mitigation planning.
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The Company’s Chief Financial Officer is responsible for ensuring that the risk management program is an
integral part of Hydro One’s business strategy, planning and objective setting. The Chief Financial Officer has specific
accountability for ensuring that ERM processes are established, properly documented and maintained by the Company.

The Company’s senior managers, line and functional managers are responsible for managing risks within the
scope of their authority and accountability. Risk acceptance or mitigation decisions are made within the risk tolerances
specified by the head of the subsidiary or function.

The Chief Financial Officer provides support to the committees of the Board of Directors, the President and CEO,
the senior management team and key managers within the company. This support includes developing risk
management frameworks, policies and processes, introducing and promoting new techniques, establishing
risk tolerances, preparing annual corporate risk profiles, maintaining a registry of key business risks and facilitating
risk assessments across the Company. Hydro One’s internal audit staff is responsible for performing independent
reviews of the effectiveness of risk management policies, processes and systems. Starting in 2013, the Company’s
Board of Directors has taken on an enhanced role in the Company’s risk governance structure. Each committee of the
Board of Directors takes accountability for reviewing specific risks of the Company.

Key elements of the Company’s ERM Program enable it to identify, assess and monitor its risks effectively. These
include having an ERM policy and framework which communicates the Company’s philosophy and process for risk
management across the Company. A discussion of risks is an integral part of each line of business’ planning documents
on an annual basis. Risk identification is also considered as part of each business case for investments. Finally, discrete
risk assessments and workshops are performed for specific lines of business, key projects and various profiles, such as
customer relationships and regulatory compliance. In order to drive consistency throughout the risk identification and
risk management processes, the Company uses a standard list of risk sources known as risk universe. These sources are
maintained in a single database that provides a consistent basis for risk identification and classification and serves as a
repository for risk assessments. All risk assessments in the Company start with this risk universe. The Company also
uses standard risk criteria, which establish the metrics and terminology used for assessing and communicating on risks,
and helps ensure a consistent basis for its risk assessments and risk evaluations across all lines of business. Risk criteria
include formally established risk tolerances and standard scales for assessing the probability of a risk materializing and
the strength of controls in place to mitigate them.

For an understanding of key risks and other potential risks of the Company, including non-financial risks, see
“Risk Factors”.

Critical Accounting Estimates

The preparation of the Company’s consolidated financial statements requires the Company to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenues and costs, and related disclosures of
contingencies. Hydro One bases its estimates and judgments 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 judgments about the carrying values of assets and liabilities, as well as identifying and assessing its accounting
treatment with respect to commitments and contingencies. Actual results may differ from these estimates and
judgments. The Company has identified the following critical accounting estimates used in the preparation of its
consolidated financial statements:

Revenues

The Company’s monthly distribution revenue is estimated based on wholesale electricity purchases. At the end of
each month, the electricity delivered to customers, but not billed, is estimated and revenue is recognized. The newly
implemented CIS phase of the Company’s entity-wide system improvement project will allow Hydro One to use
historical trends at a customer level to better estimate unbilled revenue each period. This change in methodology for
estimating revenue is anticipated to be implemented in 2015. Any changes in estimates will be accounted for
prospectively.

Allowance for Doubtful Accounts

The allowance for doubtful accounts reflects management’s best estimate of losses on billed accounts receivable
balances. The allowance is based on accounts receivable aging, historical experience and other currently available
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information. The allowance for doubtful accounts on customer receivables is estimated by applying internally
developed loss rates to the outstanding receivable balances by risk segment. Risk segments represent groups of
customers with similar credit quality indicators and are computed based on various attributes, including number of
days receivables are past due, delinquency of balances and payment history. Loss rates applied to the accounts
receivable balances are based on historical average write-offs as a percentage of accounts receivable in each risk
segment.

Regulatory Assets and Liabilities

The Company’s regulatory assets represent certain amounts receivable from future electricity customers and costs
that have been deferred for accounting purposes because it is probable that they will be recovered in future rates. The
Company’s regulatory assets mainly include costs related to the pension benefit liability, deferred income tax
liabilities, post-retirement and post-employment benefit liability, and environmental liabilities. The Company’s
regulatory liabilities represent certain amounts that are refundable to future electricity customers, and pertain primarily
to Ontario Energy Board deferral and variance accounts. The regulatory assets and liabilities can be recognized for
rate-setting and financial reporting purposes only if the amounts have been approved for inclusion in the electricity
rates by the Ontario Energy Board, or if such approval is judged to be probable by management. If management judges
that it is no longer probable that the Ontario Energy Board will allow the inclusion of a regulatory asset or liability in
future electricity rates, the applicable carrying amount of the regulatory asset or liability will be reflected in results of
operations in the period that the judgment is made by management.

Environmental Liabilities

The Company records a liability for the estimated future expenditures associated with the removal and destruction
of PCB-contaminated insulating oils and related electrical equipment, and for the assessment and remediation of
chemically-contaminated lands.

There are uncertainties in estimating future environmental costs due to potential external events such as changes
in legislation or regulations and advances in remediation technologies. 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. All
factors used in estimating the Company’s environmental liabilities represent management’s best estimates of the
present value of 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. Environmental
liabilities are reviewed annually or more frequently if significant changes in regulations or other relevant factors occur.
Estimate changes are accounted for prospectively.

In April 2014, changes were made to the existing federal PCB regulations, which included the extension of the
end-of-use deadline from 2014 to 2025 for equipment containing certain concentrations of PCBs. As a result of an
annual review of environmental liabilities, the Company recorded a revaluation adjustment in 2014 to reduce its
environmental liabilities by $20 million that included the impact of the PCB regulations amendment.

Employee Future Benefits

The Company’s employee future benefits consist of pension and post-retirement and post-employment plans, and
include pension, group life insurance, health care, and long-term disability benefits provided to its current and retired
employees. Employee future benefits costs are included in its labour costs that are either charged to results of
operations or capitalized as part of the cost of property, plant and equipment and intangible assets. Changes in
assumptions affect the benefit obligation of the employee future benefits and the amounts that will be charged to results
of operations or capitalized in future years. The following significant assumptions and estimates are used to determine
employee future benefit costs and obligations:

Weighted Average Discount Rate

The weighted average discount rate used to calculate the employee future benefits obligation is determined at each
year end by referring to the most recently available market interest rates based on “AA”-rated corporate bond yields
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reflecting the duration of the applicable employee future benefit plan. The discount rate at December 31, 2014
decreased to 4.00% from 4.75% used at December 31, 2013, in conjunction with decreases in bond yields over this
period. The decrease in the discount rate has resulted in a corresponding increase in employee future benefits liabilities
for accounting purposes. The liabilities are determined by independent actuaries using the projected benefit method
prorated on service and based on assumptions that reflect management’s best estimates.

Expected Rate of Return on Plan Assets

The expected rate of return on pension plan assets is based on expectations of long-term rates of return at the
beginning of the year and reflects a pension asset mix consistent with the pension plan’s current investment policy. The
expected long-term rate of return on pension plan assets for the year ending December 31, 2015 is 6.5%, consistent
with the prior year.

Rates of return on the respective portfolios are determined with reference to respective published market indices.
The expected rate of return on pension plan assets reflects Hydro One’s long-term expectations. The Company believes
that this assumption is reasonable because, with the pension plan’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 lower return than might be expected by investing in equities alone. In
the short term, the pension plan can experience fluctuations in actual rates of return.

Rate of Cost of Living Increase

The rate of cost of living increase is determined by considering differences between long-term Government of
Canada nominal bonds and real return bonds, which decreased from 2.00% per annum as at December 31, 2013 to
approximately 1.70% per annum as at December 31, 2014. Given the Bank of Canada’s commitment to keep long-term
inflation between 1.00% and 3.00%, management believes that the current rate is reasonable to use as a long-term
assumption and as such, has used a 2.0% per annum inflation rate for employee future benefits liability valuation
purposes as at December 31, 2014.

Mortality Assumptions

The Company’s employee future benefits liability is also impacted by changes in life expectancies used in
mortality assumptions. Increases in life expectancies of plan members result in increases in the employee future
benefits liability. The mortality assumption at December 31, 2014 was updated to the final tables issued by the
Canadian Institute of Actuaries (for public sector, with projection scale CPM-B and no adjustment due to pension size).
As at December 31, 2013, the draft tables published by the Canadian Institute of Actuaries were used.

Rate of Increase in Health Care Cost Trends

The costs of post-retirement and post-employment benefits are determined at the beginning of the year and 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 a $23 million increase in 2014 interest cost plus service cost, and a $248 million
increase in the year-end 2014 benefit liability.

Asset Impairment

Within the Company’s regulated businesses, the carrying costs of most of its long-lived assets are included in the
rate base where they earn an Ontario Energy Board-approved rate of return. Asset carrying values and the related return
are recovered through Ontario Energy Board-approved rates. As a result, such assets are only tested for impairment in
the event that the Ontario Energy Board disallows recovery, in whole or in part, or if such a disallowance is judged to
be probable. Hydro One regularly monitors the assets of its unregulated Hydro One Telecom subsidiary for indications
of impairment. As at December 31, 2014 and 2013, no asset impairment had been recorded for assets within its
regulated or unregulated businesses.

Goodwill represents the cost of acquired local distribution companies that is in excess of the fair value of the net
identifiable assets acquired at the acquisition date. Goodwill is evaluated for impairment on an annual basis, or more
frequently if circumstances require. The Company has concluded that goodwill was not impaired at December 31, 2014
and 2013.
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New Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued an accounting standards update that
provides guidance on revenue recognition which depicts the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods and
services. This update is applicable to the Company for the years and interim periods beginning on January 1, 2017. The
Company is currently assessing the impact of adoption of this accounting standards update on its consolidated financial
statements.

In November 2014, the FASB issued an accounting standards update that provides guidance on accounting for
hybrid financial instruments issued in the form of a share. This update is applicable to the Company for the years and
interim periods beginning on January 1, 2016. Hydro One is currently assessing the impact of adoption of this
accounting standards update on its consolidated financial statements.

In January 2015, the FASB issued an accounting standards update that eliminates the requirements for reporting
entities to consider whether an underlying event or transaction is extraordinary and to show the item separately in the
income statement. This update is applicable to Hydro One for the years and interim periods beginning on January 1,
2016. The Company does not anticipate that the adoption of this accounting standards update will have a significant
impact on its consolidated financial statements.

In February 2015, the FASB issued an accounting standards update that provides guidance about the analysis that
a reporting entity must perform to determine whether it should consolidate certain types of legal entities. This update is
applicable to Hydro One for the years and interim periods beginning on January 1, 2016. The Company is currently
assessing the impact of adoption of this accounting standards update on its consolidated financial statements.

In April 2015, the FASB issued an accounting standards update that requires debt issuance costs related to a
recognized debt liability to be presented in the balance sheet as a direct deduction from the carrying amount of that
debt liability. The recognition and measurement guidance for debt issuance costs are not affected. This update is
applicable to Hydro One for the years and interim periods beginning on January 1, 2016. Upon adoption of this update,
the Company’s deferred debt issuance costs that are currently presented under other long-term assets will be
reclassified as a deduction from the carrying amount of long-term debt.

In April 2015, the FASB issued an accounting standards update that permits an entity with a fiscal year-end that
does not coincide with a month-end and an entity that has a significant event in an interim period that calls for a
remeasurement of defined benefit plan assets and obligations to measure the defined benefit plan assets and obligations
using the month-end that is closest to the entity’s fiscal year-end. This update is applicable to Hydro One for the years
and interim periods beginning on January 1, 2016. The Company does not anticipate that the adoption of this
accounting standards update will have a significant impact on its consolidated financial statements.

In April 2015, the FASB issued an accounting standards update that provides guidance to customers about
whether a cloud computing arrangement includes a software license, as well as the related accounting for the
arrangement. This update is applicable to Hydro One for the years and interim periods beginning on January 1, 2016.
The Company is currently assessing the impact of adoption of this accounting standards update on its consolidated
financial statements.

PRE-CLOSING TRANSACTIONS

Hydro One Brampton Networks Inc.

As recommended in the final electricity sector report of the Council dated April 16, 2015, the Company
understands that the Province intends to proceed with a sale or merger transaction involving Hydro One Brampton
Networks Inc. In anticipation of that transaction, on August 31, 2015, Hydro One Inc. subscribed for additional shares
of Hydro One Brampton Networks Inc. in order to repay certain short term debt owing to Hydro One Inc. and thereafter
Hydro One Inc. declared a dividend in-kind on its common shares payable in all of the issued and outstanding shares of
Hydro One Brampton Networks Inc. In addition on that date, Hydro One Inc. reduced its stated capital by an amount
equal to the fair market value of certain long term debt owing by Hydro One Brampton Networks Inc. to Hydro One
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Inc. The subscription for additional shares, the dividend and the return of capital were authorized by the Province, the
sole shareholder of Hydro One Inc., pursuant to a unanimous shareholder agreement dated April 16, 2015 that had
removed the power of the directors of Hydro One Inc. to take action involving Hydro One Brampton Networks Inc. in
connection with the transaction. The dividend was paid to the Province, at its direction, by transferring all of the issued
and outstanding shares of Hydro One Brampton Networks Inc. to a company wholly owned by the Province and the
return of capital was satisfied by transferring the indebtedness that was the subject of the return of capital to that same
company at the direction of the Province. These transactions are separate from this offering.

Accordingly, Hydro One no longer owns any of the shares or indebtedness of Hydro One Brampton Networks Inc.
and will not be a participant in or receive any proceeds from any sale or transaction involving Hydro One Brampton
Networks Inc.

Prior to August 31, 2015, Hydro One Brampton Networks Inc. was operated by Hydro One as a stand-alone entity,
with Hydro One providing certain management, administrative and smart meter network services to Hydro One
Brampton Networks Inc. pursuant to existing service level agreements. These agreements will continue until the end of
2016 (except in the case of smart meter network services, which will continue until the end of 2017). Hydro One
Brampton Networks Inc. has the right to renew these agreements (other than smart meter network services) for
additional one-year terms to end no later than December 31, 2019. Additionally, on August 31, 2015, Hydro One Inc.
and Hydro One Brampton Networks Inc. entered into a license agreement which permits Hydro One Brampton
Networks Inc. to use the “Hydro One” name and related licensed marks. These agreements will terminate if the
Province disposes of its interest in Hydro One Brampton Networks Inc., except in the case of the smart meter network
services agreement, which is anticipated to continue for a transition period after the Province disposes of its interest in
Hydro One Brampton Networks Inc.

Hydro One Inc. Credit Facilities

Hydro One Inc. currently has certain existing credit facilities available to it, including a $1.5 billion committed
revolving standby credit facility (the “Liquidity Facility”) with a syndicate of banks, which matures in June 2020. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations – Liquidity and Capital
Resources for Three and Six Month Periods”. The Liquidity Facility is unsecured, and may be used for general
corporate purposes, including meeting short-term funding requirements. Hydro One Inc. may draw on the Liquidity
Facility as described in “– Recapitalization of Hydro One Networks Inc. and Dividend or Return of Capital to the
Province” below.

On or prior to closing of this offering, it is anticipated that Hydro One Inc. will enter into a new credit agreement
in order to provide for an additional new three-year senior, unsecured revolving term credit facility (the “New Term
Facility”) in the amount of $800 million. The New Term Facility will be a revolving credit facility to be used by Hydro
One Inc. for working capital and general corporate purposes. Hydro One Inc. may draw on the New Term Facility as
described in “– Recapitalization of Hydro One Networks Inc. and Dividend or Return of Capital to the Province”
below. The New Term Facility will rank equally with any existing and future senior debt of Hydro One Inc.

The New Term Facility is expected to have customary covenants substantially similar to the covenants under the
existing Liquidity Facility.

Hydro One Inc. Commercial Paper Program

Currently, Hydro One Inc. has a commercial paper program under which Hydro One Inc. is authorized to issue up
to $1.5 billion in short-term notes (increased from $1.0 billion on October 9, 2015) with a term to maturity of less than
365 days which is supported by the Liquidity Facility.

Hydro One Limited Credit Facility

On or prior to closing of this offering, it is anticipated that Hydro One Limited will enter into a credit agreement
with a syndicate of banks providing for a new operating credit facility (the “Operating Credit Facility”) in the amount
of $250 million. The Operating Credit Facility will be a revolving credit facility to be used by Hydro One Limited for
working capital and general corporate purposes.
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Recapitalization of Hydro One Networks Inc. and Dividend or Return of Capital to the Province

Certain steps will be taken to recapitalize Hydro One’s subsidiary, Hydro One Networks Inc., and pay a dividend
or make a return of capital to the Province in the amount of $800 million, rather than $1 billion as previously disclosed,
reflecting a revised estimate of approximately $200 million in additional payments in lieu of taxes that are expected to
be payable by Hydro One Inc. to the Ontario Electricity Financial Corporation. See “Departure Tax” and note 2C(iii) of
the unaudited pro forma condensed consolidated financial statements of Hydro One Inc. included elsewhere in this
prospectus. These steps are expected to occur prior to the closing date of this offering, and are expected to include the
following:

• Hydro One Inc., either through issuances of commercial paper or drawings under the Liquidity Facility or the
New Term Facility, will make $800 million in cash available. The amount of the new borrowings for this
step is expected to be approximately $800 million.

• Hydro One Inc. will use a portion of the $800 million in cash made available as described above to make an
interest bearing loan to its wholly-owned subsidiary, Hydro One Networks Inc. in order to re-set the capital
structure of Hydro One Networks Inc. for regulatory purposes to 60% debt and 40% equity, after accounting
for the additional common shares of Hydro One Networks Inc. that will be issued pursuant to the last step
referred to below under “– Pre-Closing Steps”.

• Hydro One Networks Inc. will use the proceeds of the loan from Hydro One Inc. to either pay a dividend or
make a return of capital to Hydro One Inc.

• Hydro One Inc. will use the proceeds received from Hydro One Networks Inc. and any amounts retained
from the $800 million in cash made available to pay a dividend or make a return of capital to the Province in
the amount of $800 million.

Pre-Closing Steps

Prior to the completion of this offering, Hydro One will complete a series of transactions that will result in, among
other things, the acquisition by Hydro One Limited of all of the issued and outstanding shares of Hydro One Inc. and
the issuance of new common shares and preferred shares of Hydro One Limited to the Province (the “Pre-Closing
Steps”). The Province will then sell a portion of its common shares of Hydro One Limited pursuant to this offering.
The following pre-closing steps are expected to occur prior to the closing date of this offering:

• Hydro One Inc. will purchase or redeem its existing preferred shares held by the Province for cancellation at
a price equal to the redemption price of the preferred shares (being equal to approximately $323 million)
which will be satisfied by the issuance to the Province of common shares of Hydro One Inc. having an
aggregate fair market value equal to the price to be paid for the preferred shares.

• All of the issued and outstanding common shares of Hydro One Inc. will be acquired by Hydro One Limited
in return for common shares of Hydro One Limited and Series 1 preferred shares of Hydro One Limited
being issued to the Province. See “Description of Share Capital – Preferred Shares – Series 1 Preferred
Shares and Series 2 Preferred Shares”.

• As referred to under “Departure Tax”, Hydro One Inc. and certain of its subsidiaries are required to pay the
$2.6 billion “departure tax” to the Ontario Electricity Financial Corporation as a consequence of this offering.
See “Departure Tax”.

• In order to provide funding to support the departure tax payments referred to above, the Province, as
shareholder, will subscribe for additional common shares of Hydro One Limited for an aggregate
subscription price equal to the amount of the departure tax anticipated to be paid by Hydro One Inc. and its
subsidiaries.

• The funds received by Hydro One Limited will be provided to certain subsidiaries of Hydro One Limited,
including Hydro One Inc. and Hydro One Networks Inc., in order to allow those subsidiaries to pay their
respective portions of the departure tax. These funds will be transferred to those subsidiaries by way of
subscriptions for additional shares.

• Hydro One Networks Inc., as the subsidiary bearing the largest portion of the departure tax, will issue a
significant number of additional shares to Hydro One Inc. in return for receiving funding to support the
payment of its portion of the departure tax.

• The outstanding common shares of Hydro One Limited will be consolidated such that 595,000,000 common
shares will be issued and outstanding immediately prior to the closing of this offering.
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CORPORATE STRUCTURE

Incorporation and Office

Hydro One Limited was incorporated on August 31, 2015 under the Business Corporations Act (Ontario) (the
“OBCA”). Its registered office and head office is located at 483 Bay Street, 8th Floor, South Tower, Toronto, Ontario,
M5G 2P5.

Prior to the closing of this offering, the articles of Hydro One Limited will be amended to authorize the Series 1
preferred shares and Series 2 preferred shares, with the Series 1 preferred shares to be issued to the Province as part of
the transactions described in “Pre-Closing Transactions – Pre-Closing Steps”. See also “Description of Share
Capital – Preferred Shares”.

Hydro One Limited’s principal subsidiary, Hydro One Inc., which acts as the holding company of Hydro One’s
rate-regulated businesses, was incorporated as Ontario Hydro Services Company Inc. by Articles of Incorporation
dated December 1, 1998, under the OBCA. On May 1, 2000, it changed its name to Hydro One Inc.

Corporate Structure and Subsidiaries

The following is a simplified chart showing the organizational structure of Hydro One after giving effect to the
transactions described in “Pre-Closing Transactions”, this offering and certain post-closing transactions that involve the
transfer of all of the issued and outstanding shares of Hydro One Telecom Inc. from Hydro One Inc. to another wholly-
owned subsidiary of Hydro One Limited. This chart does not include all legal entities within Hydro One’s
organizational structure.

Province(1)

Hydro One Inc.
(Ontario)

Hydro One Limited
(Ontario)

Hydro One
Networks Inc.

(Ontario)

Hydro One Remote
Communities Inc.

(Ontario)

Hydro One
Telecom Inc.

(Ontario)

Common sharesCommon shares and
Series 1 preferred shares

100% 100%(2)

100%100%

Public
Shareholders

Public Debt

Non-Rate-Regulated
Businesses 

Rate-Regulated Businesses

Notes:
(1) Following the closing of this offering and the other transactions described in “Principal and Selling Shareholder – Share Purchase Arrangements

with the Province”, it is expected that the Province will own approximately 85% of Hydro One Limited’s common shares (approximately 84% if
the Over-Allotment Option is exercised in full) and 100% of the outstanding Series 1 preferred shares.

(2) Will be indirectly held through a wholly-owned subsidiary of Hydro One Limited that will act as a holding company for Hydro One’s non-rate-
regulated businesses.
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Certain of Hydro One’s subsidiaries are described below:

• Hydro One Inc. – will act as a holding company for Hydro One’s rate-regulated businesses. Its publicly-
issued debt will continue to be outstanding.

• Hydro One Networks Inc. – will continue to be the principal operating subsidiary that carries on Hydro
One’s rate-regulated transmission and distribution businesses.

• Hydro One Remote Communities Inc. – will continue to generate and supply electricity to remote
communities in northern Ontario.

• Hydro One Telecom Inc. – will continue to carry on Hydro One’s non-rate-regulated telecommunications
business.

DIVIDENDS

Dividend Policy

Hydro One Limited has not declared or paid any dividends since its incorporation and will not declare or pay any
dividends prior to completion of this offering. The Board is expected to establish a dividend policy pursuant to which
Hydro One Limited will pay a quarterly dividend, initially in the amount of $0.21 per common share. The annual
amount of the dividend is anticipated to be approximately $500 million in the aggregate initially, based on a target
payout ratio of 70% to 80% of net income. Assuming the closing of this offering occurs on November 5, 2015, the first
dividend for the period from the closing of this offering to March 17, 2016 is expected to be paid on or about
March 31, 2016 to shareholders of record on March 17, 2016. Dividends will be declared and paid in arrears. The
amount and timing of any dividends payable by Hydro One Limited will be at the discretion of the Board and will be
established on the basis of Hydro One’s results of operations, maintenance of its deemed regulatory capital structure,
financial condition, cash requirements, the satisfaction of solvency tests imposed by corporate laws for the declaration
and payment of dividends and other factors that the Board may consider relevant. Hydro One intends to increase its
debt as its rate base increases in order to maintain debt at 60% of its rate base and does not anticipate any increases in
debt to fund the payment of dividends, although it may draw on its revolving credit facilities for general purposes. See
“Risk Factors”.

Dividend Reinvestment Plan

Following the closing of this offering and subject to the receipt of any required regulatory approvals, Hydro One
Limited intends to adopt a dividend reinvestment plan pursuant to which resident Canadian holders of common shares
will be entitled to elect to have all of the cash dividends of Hydro One Limited payable to them automatically
reinvested in additional common shares, which will be either purchased on the open market or issued from treasury.
The dividend reinvestment plan is currently intended to operate on a basis that does not result in significant dilution to
holders of common shares.

DESCRIPTION OF SHARE CAPITAL

The following describes Hydro One Limited’s share capital as it will exist immediately prior to the closing of this
offering. The following description may not be complete and is subject to, and qualified in its entirety by reference to,
the terms and provisions of Hydro One Limited’s articles, as they may be amended from time to time.

Hydro One Limited’s authorized share capital will consist of an unlimited number of common shares and an
unlimited number of preferred shares, issuable in series. Two series of preferred shares will be authorized for issuance
prior to the closing of this offering: the Series 1 preferred shares and the Series 2 preferred shares. Immediately prior to
the closing of this offering, there will be 595,000,000 common shares, 16,720,000 Series 1 preferred shares and no
Series 2 preferred shares issued and outstanding.

Common Shares

Holders of common shares are entitled to receive notice of and to attend all meetings of shareholders, except
meetings at which only the holders of another class or series of shares are entitled to vote separately as a class or series,
and holders of common shares are entitled to one vote per share at all such meetings of shareholders. Hydro One
Limited’s common shares are not redeemable or retractable. Subject to the rights, privileges, restrictions and conditions
attaching to any other class or series of shares, including the Series 1 preferred shares and Series 2 preferred shares,
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holders of common shares are entitled to receive dividends if, as, and when declared by the Board. Subject to the
rights, privileges, restrictions and conditions attaching to any other class or series of shares, including the Series 1
preferred shares and Series 2 preferred shares, holders of common shares are also entitled to receive the remaining
assets of Hydro One Limited upon its liquidation, dissolution or winding-up or other distribution of Hydro One
Limited’s assets for the purposes of winding-up its affairs. For a description of Hydro One Limited’s dividend policy,
see “Dividends – Dividend Policy”.

The Voting Securities of Hydro One Limited, which include the common shares, are subject to share ownership
restrictions under the Electricity Act and certain other provisions contained in the articles of Hydro One Limited
related to the enforcement of those share ownership restrictions. The share ownership restrictions provide that no
person or company (or combination of persons or companies acting jointly or in concert), other than the Province or an
underwriter who holds Voting Securities solely for the purposes of distributing them to purchasers who comply with
the share ownership restrictions, may beneficially own or exercise control or direction over more than 10% of any class
or series of Voting Securities of Hydro One Limited. See “Governance and Relationship with Principal Shareholder –
10% Ownership Restriction”.

Preferred Shares

Hydro One Limited may from time to time issue preferred shares in one or more series. Prior to issuing shares in a
series, the Board is required to fix the number of shares in the series and determine the designation, rights, privileges,
restrictions and conditions attaching to that series of preferred shares. Hydro One Limited expects to authorize for
issuance the Series 1 preferred shares and the Series 2 preferred shares prior to the closing of this offering.

Subject to the OBCA, holders of Hydro One Limited’s preferred shares or a series thereof are not entitled to
receive notice of, to attend or to vote at any meeting of the shareholders of Hydro One Limited except that votes may
be granted to a series of preferred shares when dividends have not been paid on any one or more series as determined
by the applicable series provisions. Each series of preferred shares ranks on parity with every other series of preferred
shares with respect to dividends and the distribution of assets and return of capital in the event of the liquidation,
dissolution or winding up of Hydro One Limited. The preferred shares are entitled to a preference over the common
shares and any other shares ranking junior to the preferred shares with respect to payment of dividends and the
distribution of assets and return of capital in the event of the liquidation, dissolution or winding up of Hydro One
Limited.

Series 1 Preferred Shares and Series 2 Preferred Shares

Prior to the closing of this offering, Hydro One Limited will issue $418 million of Series 1 preferred shares to the
Province at a price of $25.00 per share. The existing preferred shares of Hydro One Inc. held by the Province will be
cancelled. See “Pre-Closing Transactions – Pre-Closing Steps”.

For the period commencing from the date of issue of the Series 1 preferred shares and ending on and including
November 19, 2020, the holders of Series 1 preferred shares will be entitled to receive fixed cumulative preferential
dividends of $1.0625 per share per year, if and when declared by the Board, payable quarterly on the 20th day of
November, February, May and August in each year. The dividend rate will reset on November 20, 2020 and every five
years thereafter at a rate equal to the sum of the then five-year Government of Canada bond yield and 3.53%. The
Series 1 preferred shares will not be redeemable by Hydro One Limited prior to November 20, 2020, but will be
redeemable by Hydro One Limited on November 20, 2020 and on November 20 every fifth year thereafter at a
redemption price equal to $25.00 for each Series 1 preferred share redeemed, plus any accrued or unpaid dividends.
The holders of Series 1 preferred shares will have the right, at their option, on November 20, 2020 and on November
20 every fifth year thereafter, to convert all or any of their Series 1 preferred shares into Series 2 preferred shares on a
one-for-one basis, subject to certain restrictions on conversion.

The holders of Series 2 preferred shares will be entitled to receive quarterly floating rate cumulative dividends, if
and when declared by the Board, at a rate equal to the sum of the then three-month Government of Canada treasury bill
rate and 3.53% as reset quarterly. The Series 2 preferred shares will be redeemable by Hydro One Limited at a
redemption price equal to $25.00 for each Series 2 preferred share redeemed if redeemed on November 20, 2025 or on
November 20 every fifth year thereafter or $25.50 for each Series 2 preferred share redeemed if redeemed on any other
date after November 20, 2020, in each case plus any accrued or unpaid dividends. The holders of Series 2 preferred
shares will have the right, at their option, on November 20, 2025 and on November 20 every fifth year thereafter, to
convert all or any of their Series 2 preferred shares into Series 1 preferred shares on a one-for-one basis, subject to
certain restrictions on conversion.
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In the event of the liquidation, dissolution or winding-up of Hydro One Limited, or any other distribution of assets
of Hydro One Limited for the purpose of winding-up its affairs, the holders of Series 1 preferred shares and Series 2
preferred shares will be entitled to receive $25.00 for each Series 1 preferred share and each Series 2 preferred share
held by them, plus any unpaid dividends, before any amounts are paid or any assets of Hydro One Limited are
distributed to holders of common shares and any shares ranking junior to the Series 1 preferred shares and Series 2
preferred shares. After payment of those amounts, the holders of Series 1 preferred shares and Series 2 preferred shares
will not be entitled to share in any further distribution of the property or assets of Hydro One Limited.

Except as required by the OBCA, neither the holders of Series 1 preferred shares nor the holders of Series 2
preferred shares shall be entitled to receive notice of, or to attend meetings of shareholders of Hydro One Limited and
shall not be entitled to vote at any such meeting, unless Hydro One Limited fails for eight quarters, whether or not
consecutive, to pay in full the dividends payable on the Series 1 preferred shares or Series 2 preferred shares, as
applicable, whereupon the holders of Series 1 preferred shares and Series 2 preferred shares, as applicable, shall
become entitled to receive notice of and attend all meetings of shareholders, except class meetings of any other class of
shares, and shall have one vote for each Series 1 preferred share or Series 2 preferred share held at such meetings, as
applicable.

PRINCIPAL AND SELLING SHAREHOLDER

Ownership of Common Shares

The following table sets forth certain information regarding the Province’s ownership of shares before and after
completion of the transactions described in “Pre-Closing Transactions” and following this offering and the transactions
described below in “– Share Purchase Arrangements with the Province”.

Name

Number of common
shares owned before

the pre-closing
transactions(1)

Number of common
shares owned

immediately after the
pre-closing transactions(2)

Number of
common

shares to be
sold in this
offering(4)

Number of shares owned
immediately following this offering

and the share
purchase arrangements(3)(4)

Percentage of shares
owned immediately

following this
offering and the
share purchase

arrangements(3)(4)

Province of Ontario . . . . . .
100,000 595,000,000 common shares 81,100,000

Between 507,813,684 and
508,393,333 common shares 85%
16,720,000 Series 1 preferred shares 100%

Notes:

(1) On August 31, 2015, Hydro One Limited issued 100,000 common shares to the Province at a subscription price of $1.00 per common share in
connection with the incorporation of Hydro One Limited.

(2) Prior to the closing of this offering, Hydro One Limited will issue common shares to the Province at a price of $1.00 per common share as
partial consideration for the acquisition of all of the issued and outstanding common shares of Hydro One Inc. by Hydro One Limited from the
Province. In order to provide funding to support the departure tax payable as a consequence of this offering, the Province, as shareholder, will
also subscribe for 2,600,000,000 additional common shares of Hydro One Limited at a subscription price of $1.00 per common share for an
aggregate subscription price equal to the amount of the departure tax to be paid by Hydro One Inc. and its subsidiaries. The outstanding common
shares of Hydro One Limited will then be consolidated such that 595,000,000 common shares will be issued and outstanding immediately prior
to the closing of this offering. See “Pre-Closing Transactions”, “Departure Tax”, “Governance and Relationship with Principal Shareholder” and
“Prior Sales”.

(3) The Province has agreed to sell, immediately following the closing of this offering, additional common shares as described in “– Share Purchase
Arrangements with the Province”. These transactions are separate from this offering.

(4) Assuming no exercise of the Over-Allotment Option. If the Underwriters exercise their Over-Allotment Option in full, the Province will sell
89,250,000 common shares in this offering and the number of common shares owned by the Province immediately following this offering and
the transactions described in “– Share Purchase Arrangements with the Province” will be between 499,663,684 and 500,243,333 common shares
or approximately 84% of the total issued and outstanding common shares. Other than the Over-Allotment Option, there are no other securities
convertible into common shares of Hydro One Limited.

The common shares owned by the Province will be owned beneficially or of record. To the knowledge of the
Company, other than as described above: (i) there is no other person who beneficially owns, controls or directs, 10% or
more of the common shares of Hydro One Limited, and (ii) immediately following the closing of this offering and the
transactions described in “– Share Purchase Arrangements with the Province”, there will be no other person who
beneficially owns, controls or directs, 10% or more of the common shares of Hydro One Limited. The Electricity Act
precludes any person or company (or combination of persons or companies acting jointly or in concert), other than
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the Province or an underwriter who holds Voting Securities solely for the purposes of distributing them to purchasers
who comply with the share ownership restrictions, from owning, or exercising control or direction over, more than
10% of any class or series of Voting Securities, including common shares of Hydro One Limited.

Share Purchase Arrangements with the Province

Following the Province’s announcement of its endorsement of the Council’s recommendations to proceed with
this offering, the Power Workers’ Union expressed an interest in investing in the common shares, in order to invest in
high quality jobs for Ontarians. In subsequent discussions, The Society of Energy Professionals indicated that it also
wished to invest in common shares on a comparable basis to the Power Workers’ Union. These unions have a
significant number of members employed in the Ontario electricity sector and, in particular, at Hydro One and Ontario
Power Generation Inc. The Province believes that the investment would be consistent with the purpose of this offering
and will better align the interests of the members of the unions with the interests of other investors in Hydro One
Limited.

The Province therefore agreed in September and October 2015 to sell, immediately following the closing of this
offering, between 3,666,667 and 4,052,632 of its common shares to two trusts established for the benefit of the Power
Workers’ Union (the “PWU Trusts”) and between 1,840,000 and 2,033,684 of its common shares to two trusts
established for the benefit of The Society of Energy Professionals (the “Society Trusts” and, together with the PWU
Trusts, the “Trusts”). In connection with these transactions, each of the Power Workers’ Union and The Society of
Energy Professionals will establish two trusts: one trust for the purchase of common shares via the loan described
below and another trust for the purchase of common shares with funds provided by the relevant union. The Province
will sell these common shares to the Trusts at the same price per share as the offering price in this offering. These
common shares will be sold under an exemption from the prospectus requirements under applicable Canadian
securities laws and not pursuant to this prospectus.

The Province also agreed, subject to conditions, to provide loans to one of the PWU Trusts and one of the Society
Trusts in order to finance a portion of the share purchase and certain related expenses. The total principal amount of the
loans will be $111 million: $75 million to one of the PWU Trusts and $36 million to one of the Society Trusts. Each
borrower Trust will use its loan to acquire common shares and to pay for certain expenses incurred for professional
services provided in relation to these transactions and the labour agreements. The loan amounts were agreed based on
the number of members that each of the Power Workers’ Union and The Society of Energy Professionals has employed
at Hydro One and at Ontario Power Generation Inc. The non-borrower PWU Trust and non-borrower Society Trust will
fund the purchase of the remaining common shares that the Province has agreed to sell with funds provided by the
relevant union and not with a loan from the Province.

The loans will mature on the 15th anniversary of the closing of this offering. Interest on the principal amount will
be payable quarterly in arrears at the Government of Ontario borrowing rate, plus 0.15%. Interest will be payable out of
quarterly dividends received by the respective Trust on the common shares it has acquired with the proceeds of the
loan, provided that if the dividends are insufficient to cover a particular interest payment when due, the interest
payment may be deferred and added to the principal balance of the relevant loan. Each loan will be secured by the
common shares purchased with that loan and held in the relevant Trust. Each loan will effectively be limited in
recourse to the common shares acquired with that loan, because the borrower Trusts are not expected to own any
material assets during the term of the loans other than the common shares that they acquired with the loans and
permitted investments made with the proceeds of those common shares. The common shares purchased by the other
Trusts with funds provided by the relevant union will not be subject to the loan security.

Each borrower Trust has agreed not to vote the common shares it holds from time to time so long as its respective
loan amount remains outstanding. Each of the other Trusts has agreed not to dispose of the common shares that it
acquired with funds provided by the relevant union for a period of at least one year after the purchase.

Accordingly, after closing of the transactions with the Trusts contemplated above, and after giving effect to the
Pre-Closing Transactions and the completion of this offering, the number of common shares owned by the Province
will be between 507,813,684 and 508,393,333 common shares (between 499,663,684 and 500,243,333 common shares
if the Over-Allotment Option is exercised in full), representing approximately 85% of the issued and outstanding
common shares (approximately 84% if the Over-Allotment Option is exercised in full).
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Future Investments in Hydro One by First Nations and Métis Communities

In response to the Chiefs of Ontario’s expression of First Nations’ interest to own a portion of the Company, the
Province has indicated that it is in discussions regarding potential equity participation by the First Nations. The
Company understands that these discussions focus on facilitating equity participation for such communities through
future offerings by the Province. These discussions are ongoing and are not expected to affect the number of shares
available for purchase in this offering. In addition, the Métis Nation of Ontario has expressed an interest in dialogue
with the Province in relation to this offering. The Province has indicated that it is also prepared to engage in a dialogue
with the Métis in relation to broadened ownership of the Company.

DEPARTURE TAX

By virtue of being wholly owned by the Province, Hydro One is exempt from tax under the Tax Act and the
Taxation Act, 2007 (Ontario). However, under the Electricity Act, Hydro One is required to make payments in lieu of
tax to the Ontario Electricity Financial Corporation. The payments in lieu of tax are, in general, based on the amount of
tax that Hydro One would otherwise be liable to pay under the Tax Act and the Taxation Act, 2007 (Ontario) if it was
not exempt from taxes under those statutes.

In connection with this offering, Hydro One’s exemption from tax under the Tax Act and the Taxation Act, 2007
(Ontario) will cease to apply. Under the Tax Act and the Taxation Act, 2007 (Ontario), Hydro One will be deemed to
have disposed of its assets immediately before it loses its tax exempt status for proceeds equal to the fair market value
of those assets at that time. Hydro One will be liable to make a payment in lieu of tax under the Electricity Act in
respect of the income and capital gains, calculated by reference to the Tax Act, that arise as a result of this deemed
disposition. The amount payable is generally referred to as “departure tax”.

In the context of a public offering of shares, and with the consent of the Minister of Finance, Hydro One will be
authorized to pay to the Ontario Electricity Financial Corporation an amount that, in the Minister’s opinion, reasonably
approximates the amount of the departure tax that would be payable by Hydro One in respect of the deemed disposition
of its assets. Hydro One has received a letter from the Minister of Finance confirming that the total amount of the
departure tax payable by Hydro One is $2.6 billion. Prior to the completion of this offering, the Province, as
shareholder, will subscribe for additional common shares of Hydro One Limited for an aggregate subscription price of
$2.6 billion, which amount Hydro One will use to pay the applicable departure tax.

As a result of leaving the PILs regime and entering the corporate tax regime, Hydro One will recognize a deferred
tax asset that is currently estimated in the unaudited pro forma condensed consolidated financial statements of Hydro
One Inc. included elsewhere in this prospectus to be $1,245 million due to the revaluation of the tax basis of Hydro
One’s fixed assets at their fair market value and recognition of eligible capital expenditures. This estimated deferred
tax asset was based on an estimated fair market value of Hydro One’s net assets of approximately $13,522 million,
which was the same estimated fair market value used for the purposes of determining the departure tax amount of
$2.6 billion referred to above. This estimated fair market value of Hydro One’s net assets was determined by Hydro
One principally using a discounted cash flow approach for certain assets and an asset-based approach for other assets,
and was used in calculating the amount of the departure tax payable that was agreed between Hydro One and the
Province in early September 2015. The actual fair market value of Hydro One’s net assets will be determined following
pricing of this offering. The departure tax payable by Hydro One has been fixed at $2.6 billion, and will not be adjusted
based on the fair market value of Hydro One’s net assets as finally determined. See “Summary Consolidated Financial
Information” and “Selected Consolidated Financial Information”. Management believes the deferred tax asset will
result in annual net cash savings over the next five years due to the reduction of cash taxes payable by Hydro One. See
note 2C(vi) of the unaudited pro forma condensed consolidated financial statements of Hydro One Inc. included
elsewhere in this prospectus for a presentation of the net cash savings that would have resulted for the periods shown if
the transaction triggering the revaluation of the tax basis of Hydro One’s fixed assets had occurred on January 1, 2014.
Management believes that these net cash savings will not result in a corresponding reduction in its revenue requirement
in future rate applications to the Ontario Energy Board. However, no determination has been made by the Ontario
Energy Board and there can be no assurance that there will not be such a reduction. See “Risk Factors – Risks Relating
to Hydro One’s Business – Regulatory Risks and Risks Relating to Hydro One’s Revenues”.

Hydro One Inc. expects to pay the Ontario Electricity Financial Corporation approximately $200 million in
additional payments in lieu of tax in connection with this offering. This is in addition to the departure tax payable of
$2.6 billion. See note 2C(iii) of the unaudited pro forma condensed consolidated financial statements of Hydro One
Inc. included elsewhere in this prospectus.
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CONSOLIDATED CAPITALIZATION

The following table sets out the consolidated capitalization of Hydro One Limited as at August 31, 2015, its date
of incorporation, on an actual basis and on an adjusted basis to give effect to the transactions described under
“Pre-Closing Transactions – Recapitalization of Hydro One Networks Inc. and Dividend or Return of Capital to the
Province” and “Pre-Closing Transactions – Pre-Closing Steps”.

This table should be read in conjunction with the financial statements, “Selected Consolidated Financial
Information” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
appearing elsewhere in this prospectus.

As at August 31, 2015

Actual Adjusted

(in millions)
Debt

Short-term debt(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 1,017
Operating Credit Facility(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ —
Long-term debt(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 9,073

Noncontrolling interest subject to redemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 21
Preferred shares(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 418
Equity

Common shares(5)(6)(7)(8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.1 $11,900
Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 3,501
Accumulated other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ (9)
Noncontrolling interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $ 50

Total capitalization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.1 $25,971

Notes:
(1) Represents issued and outstanding medium term notes and debentures of Hydro One Inc. due within the next twelve months.
(2) On or prior to closing of this offering, it is anticipated that Hydro One Limited will enter into a credit agreement with a syndicate of banks

providing for the Operating Credit Facility in the amount of $250 million. The Operating Credit Facility will be a revolving credit facility to be
used by Hydro One Limited for working capital and general corporate purposes. It is anticipated that the Operating Credit Facility will be
undrawn immediately following the closing of this offering. See “Pre-Closing Transactions – Hydro One Limited Credit Facility”.

(3) Includes commercial paper issued by Hydro One Inc. and drawings under the Liquidity Facility and New Term Facility as described in “Pre-
Closing Transactions – Recapitalization of Hydro One Networks Inc. and Dividend or Return of Capital to the Province” and includes issued
and outstanding medium term notes and debentures of Hydro One Inc. The Company intends that any commercial paper issued by Hydro One
Inc. for such purposes would be replaced by long-term debt.

(4) On or prior to the closing of this offering, Hydro One Limited will issue 16,720,000 Series 1 preferred shares to the Province as partial
consideration for the acquisition by Hydro One Limited of all of the issued and outstanding common shares of Hydro One Inc. from the
Province. See “Pre-Closing Transactions – Pre-Closing Steps”.

(5) On August 31, 2015, Hydro One Limited issued 100,000 common shares to the Province at a subscription price of $1.00 per common share in
connection with the incorporation of Hydro One Limited.

(6) On or prior to the closing of this offering, Hydro One Limited will issue common shares at a price of $1.00 per common share to the Province as
partial consideration for the acquisition by Hydro One Limited of all of the issued and outstanding common shares of Hydro One Inc. from the
Province. See “Pre-Closing Transactions – Pre-Closing Steps”.

(7) In order to provide funding to support the departure tax payable as a consequence of this offering, the Province, as shareholder, will subscribe
for additional common shares of Hydro One Limited at a subscription price of $1.00 per common share for an aggregate subscription price equal
to the amount of the departure tax to be paid by Hydro One Inc. and its subsidiaries. See “Pre-Closing Transactions – Pre-Closing Steps” and
“Departure Tax”.

(8) After completing the steps contemplated by notes (6) and (7) above, the outstanding common shares of Hydro One Limited will be consolidated
such that 595,000,000 common shares will be issued and outstanding immediately prior to the closing of this offering. Adjusted common share
amount assumes an offering price for Hydro One Limited’s common shares offered under this prospectus of $20.00 per share.

CREDIT RATINGS OF SECURITIES

Credit ratings are intended to provide investors with an independent measure of the credit quality of an issue of
securities. As of the date of this prospectus, Hydro One Inc.’s corporate credit ratings from designated rating
organizations are as follows:

Rating Agency Short-term debt Long-term debt

Standard & Poor’s Rating Services Inc. (“S&P”) . . . . . . . . . . . . . . . . . . . . . . . . . . A-1 A (stable)
DBRS Limited (“DBRS”) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . R-1 (middle)

(under review
with negative
implications)

A (high) (under
review with
developing
implications)

Moody’s Investors Services Inc. (“Moody’s”) . . . . . . . . . . . . . . . . . . . . . . . . . . . . Prime-1 A2 (negative)
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As of the date of this prospectus, S&P has also assigned a long-term corporate credit rating to Hydro One Limited
of A (stable).

Long-term debt is issued under Hydro One Inc.’s medium term note program authorized from time to time
(currently expired but expected to be renewed by the end of 2015). Short-term debt is issued under Hydro One Inc.’s
commercial paper program, under which it is currently authorized to issue up to $1.5 billion in short-term debt
(increased from $1.0 billion on October 9, 2015). Hydro One Inc.’s commercial paper program is supported by its
$1.5 billion Liquidity Facility.

The rating agencies rate long-term debt instruments by rating categories ranging from a high of “AAA” to a low
of “D” (“C” in the case of Moody’s). Long-term debt instruments which are rated in the A category by S&P are in the
third highest category and mean the obligor’s capacity to meet its financial commitments and obligations is strong but
is considered somewhat more susceptible to the adverse effects of changes in circumstances and adverse economic
conditions than obligations in higher rated categories. S&P may modify the ratings from AA to CCC using a plus (+) or
minus (-) sign to show relative standing within the major rating categories. Short-term debt obligations rated A-1 are in
the highest category by S&P and means the obligor’s capacity to meet its financial commitments on obligations is
strong. Within this category, certain obligations are also designated with a plus sign (+). This indicates that the
obligor’s capacity to meet its financial commitment on these obligations is extremely strong.

Long-term debt instruments which are rated in the A category by DBRS are in the third highest category and are
considered to be of a good credit quality, with substantial capacity for the payment of financial obligations. Entities in
the “A” category are considered to be vulnerable to future events, but qualifying negative factors are considered
manageable. The “high” modifier indicates relative standing within this rating category by DBRS. DBRS’ scale for
commercial paper ratings range from the highest credit quality of R-1 to R-5. The R-1 and R-2 rating categories are
further denoted by the subcategories “(high)”, “(middle)”, and “(low)”. Short-term debt obligations rated R-1(middle)
are considered of superior credit quality with very high capacity for the payment of short-term financial obligations as
they fall due. The obligor is considered unlikely to be significantly vulnerable to future events.

Long-term debt instruments which are rated in the A category by Moody’s are in the third highest category and
are considered upper-medium grade and are subject to low credit risk. Moody’s applies numerical modifiers 1, 2, and 3
to each generic rating classification from Aa to Caa. The modifier 2 indicates a ranking in the middle of that generic
rating category. Short-term debt obligations rated Prime-1 is the highest category by Moody’s and means the obligor
has superior ability to repay short-term debt obligations.

The credit ratings assigned by S&P, DBRS or Moody’s are not a recommendation to purchase, sell or hold Hydro
One Inc.’s debt securities or Hydro One Limited’s common shares and do not comment on market price or suitability
for a particular investor. There can be no assurance that the ratings will remain in effect for any given period of time or
that the ratings will not be revised or withdrawn entirely by any or all of S&P, DBRS and Moody’s at any time in the
future if in their judgment circumstances so warrant. Hydro One Inc. has made, and anticipates making, payments to
each of S&P, DBRS and Moody’s in connection with the confirmation of such ratings for purposes of the offering of
medium term notes in the future, has made payments to S&P for ratings evaluation services in connection with this
offering and has made payments to DBRS for ratings evaluation services in connection with the transfer of Hydro One
Brampton Networks Inc. to a company wholly-owned by the Province. Hydro One Inc. has not made any payment to
S&P, DBRS or Moody’s in respect of any other services during the last two years.

GOVERNANCE AND RELATIONSHIP WITH PRINCIPAL SHAREHOLDER

Overview

Hydro One Limited’s main subsidiary, Hydro One Inc., has been wholly-owned by the Province since the April
1999 reorganization of Ontario Hydro. See “Electricity Industry – Ontario’s Electricity Industry”. In April 2014, the
Province formed the Council. The mandate of the Council was to review certain provincially-owned assets, including
Ontario Power Generation Inc. and Hydro One Inc., and to recommend ways to maximize their value to the people of
Ontario.

In its final electricity sector report released in April 2015, the Council recommended, among other things, that the
Province should proceed with a partial sale of its interest in Hydro One Inc. to create a growth-oriented company
centred in Ontario. The Council recommended that the partial sale occur by way of a public offering, with
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approximately 15% of the shares of Hydro One Inc. to be offered to the market initially. The Council recommended
that the Province indicate its intention to retain its remaining shares after selling down to 40% ownership, and that the
balance should be widely held with no other individual shareholder having more than a 10% holding. The report also
recommended establishing a new governance framework for Hydro One Inc. as well as additional protections of the
public’s interest in Ontario’s transmission and distribution systems. The Province has implemented certain of those
recommendations through legislation, Hydro One Limited’s articles and the Governance Agreement, as follows:

• On August 31, 2015, amendments to the Electricity Act were proclaimed into force, which are intended to
maintain and support the Company’s presence in Ontario by requiring the Company’s head office and
principal grid control centre to be maintained in Ontario, restricting the disposition of substantially all of its
Ontario Energy Board-regulated transmission or distribution business, prohibiting any change to its
jurisdiction of incorporation, adding a 10% ownership restriction with respect to Voting Securities and
restricting the Province from selling Voting Securities if it would own less than 40% of the Voting Securities
of any class or series as a result of the sale. See “– Presence in Ontario”, “– 10% Ownership Restriction” and
“– Maintenance of 40% Ownership”.

• On June 4, 2015, amendments to various Ontario statutes came into force to provide for the appointment of
an ombudsman for the Company and to transition the Company from oversight by various officers of the
Legislative Assembly of Ontario. See “– Ombudsman” and “– Statutory Oversight and Transitional
Provisions for Officers of the Assembly”.

• Prior to the closing of this offering, the Province and Hydro One Limited will enter into the Governance
Agreement to address the Province’s role in the governance of Hydro One Limited, including the Province’s
right to nominate directors (all of whom must be independent of the Company and the Province), to grant the
Province a pre-emptive right to acquire Voting Securities, and to provide for a confidentiality agreement
relating to the confidential treatment of information furnished to the Province pursuant to the Governance
Agreement or the Registration Rights Agreement. See “– Governance Agreement”.

• Prior to the closing of this offering, the Province and Hydro One Limited will enter into the Registration
Rights Agreement to provide the Province with the right to require Hydro One Limited to facilitate future
secondary offerings of common shares or preferred shares owned or controlled by the Province. See
“Province’s Ownership of Common Shares and Preferred Shares – Registration Rights Agreement”.

Presence in Ontario

Head Office in Ontario

The Electricity Act requires that the Company maintain its head office in Ontario, which will be the case if: (i) the
principal executive office for the Company is located in Ontario; (ii) the Chief Executive Officer and substantially all
of the officers with strategic decision-making or management authority for the Company principally perform their
duties at that principal executive office or elsewhere in Ontario and are resident in Ontario; and (iii) substantially all of
the strategic decision-making, corporate planning, corporate finance and other executive functions of the Company are
carried out at that principal executive office or elsewhere in Ontario.

Principal Grid Control Centre in Ontario

The Electricity Act requires the Company to maintain, in Ontario, its centres of operation and control necessary
for the control, monitoring and coordination of its transmission system that is regulated by the Ontario Energy Board
and the control, monitoring and coordination of its distribution system that is regulated by the Ontario Energy Board.

Restriction on Disposition of Transmission or Distribution Businesses

The Electricity Act prohibits the Company from selling all or substantially all of the business, property or assets
related to its transmission system or distribution system that is regulated by the Ontario Energy Board.

Incorporation in Ontario

The Electricity Act prohibits the Company from transferring its jurisdiction of incorporation to a jurisdiction
outside of Ontario.
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10% Ownership Restriction

The Electricity Act imposes share ownership restrictions on the Voting Securities. These restrictions provide that
no person or company (or combination of persons or companies acting jointly or in concert) may beneficially own or
exercise control or direction over more than 10% of any class or series of Voting Securities, including common shares
of the Company (the “Share Ownership Restrictions”). The Share Ownership Restrictions do not apply to Voting
Securities held by the Province, nor to an underwriter who holds Voting Securities solely for the purpose of distributing
those securities to purchasers who comply with the Share Ownership Restrictions.

The articles of Hydro One Limited provide for comprehensive enforcement mechanisms that are applicable in the
event of a contravention of the Share Ownership Restrictions. After the Board determines that a contravention has
occurred, no person may vote the Voting Securities of the contravening persons or companies, dividends on the Voting
Securities that are held in excess of the Share Ownership Restrictions are prohibited (and where the Board determines
that the contravention was intentional, dividends on all of the Voting Securities held by the contravening persons or
companies may be prohibited) and Hydro One Limited is required to send a notice requiring the sale of those excess
Voting Securities. If such a required sale is not made, the exercise of any right or privilege attached to the Voting
Securities will be prohibited and Hydro One Limited may sell or redeem the Voting Securities held in contravention
and remit the net proceeds to the holder.

The Board may at any time require holders of, or subscribers for, Voting Securities and certain other persons to
make declarations and provide related information with respect to ownership, direction, or control of Voting Securities
and certain other matters relevant to the Share Ownership Restrictions. The Board may also require those holders or
subscribers to produce documents, provide responses to written questions, and attend in person to answer questions
concerning any declaration. Hydro One Limited is prohibited from accepting any subscription or issuing or registering
a transfer of Voting Securities if it would result in a violation of the Share Ownership Restrictions.

Province’s Ownership of Common Shares and Preferred Shares

The Province will own approximately 86% of Hydro One Limited’s common shares after the pre-closing
transactions and this offering (approximately 85% if the Over-Allotment Option is exercised in full). Thereafter, after
closing of the transactions with the Trusts contemplated above, the Province will own approximately 85% of Hydro
One Limited’s common shares (approximately 84% if the Over-Allotment Option is exercised in full). See “Principal
and Selling Shareholder”. The Province has indicated that it intends to sell further common shares over time, until it
holds approximately 40% of Hydro One Limited. See “Plan of Distribution” and “Risk Factors – Risks Relating to the
Company’s Relationship with the Province”.

In addition, following the completion of the pre-closing transactions and this offering, the Province will own
100% of the outstanding Series 1 preferred shares of Hydro One Limited. See “Pre-Closing Transactions” and
“Corporate Structure”.

Maintenance of 40% Ownership

The Electricity Act restricts the Province from selling Voting Securities (including common shares of Hydro One
Limited) if it would own less than 40% of the outstanding number of Voting Securities of that class or series after the
sale. If as a result of the issuance of additional Voting Securities by Hydro One Limited, the Province owns less than
40% of the outstanding number of Voting Securities of any class or series, the Province must, subject to the approval of
the Lieutenant Governor in Council and the necessary appropriations from the Legislature, take steps to acquire as
many Voting Securities of that class or series as are necessary to increase the Province’s ownership to not less than
40% of the outstanding number of Voting Securities of that class or series. The manner in which, and the time by
which, the Province must acquire these additional Voting Securities will be determined by the Lieutenant Governor in
Council.

The Province has been granted pre-emptive rights by Hydro One Limited to assist it in meeting its ownership
requirements under the Electricity Act as described under “– Governance Agreement – Pre-emptive Rights”.
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45% Acquisition Limit

The Province has agreed in the Governance Agreement not to acquire previously issued Voting Securities if after
that acquisition, the Province would own more than 45% of any class or series of Voting Securities (including common
shares of Hydro One Limited). This restriction does not apply to the acquisition by the Province of Voting Securities as
a result of the enforcement by the Province of any security interest securing payment of debt obligations owing to the
Province or to certain acquisitions of Voting Securities by entities related to the Province or by third party managed
funds or as passive investments. This restriction also does not require the Province to sell any of the common shares of
Hydro One Limited that it currently owns, nor does it limit the Province from acquiring Voting Securities on an
issuance by Hydro One Limited, including pursuant to the exercise by the Province of its pre-emptive right. See “–
Governance Agreement – Pre-emptive Rights”.

Provision of Financial Information to the Province and the Auditor General of Ontario

As the Province will remain a major shareholder of Hydro One Limited, it is expected that the Company’s
financial results will continue to be included in the Province’s financial statements. For so long as this is the case,
pursuant to the Financial Administration Act (Ontario), the Company must provide information to the Province for the
sole purpose of the Province’s preparation of its consolidated financial statements set out in the provincial public
accounts and any quarterly consolidated financial statements. In addition, for so long as this is the case, pursuant to the
Auditor General Act (Ontario), the Company and its auditors must also provide the Auditor General of Ontario with
information necessary or relevant for the Auditor General of Ontario to prepare her or his report on the consolidated
financial statements of the Province for inclusion in the provincial public accounts. The Company is not required to
provide any of this information to the Province or the Auditor General of Ontario if it relates to a period for which the
Company has not yet disclosed to the public its audited or unaudited financial statements.

Registration Rights Agreement

Prior to the closing of this offering, the Province and Hydro One Limited will enter into the Registration Rights
Agreement. Pursuant to the Registration Rights Agreement, Hydro One Limited grants the Province the right, from
time to time while the Province is a “control person” of Hydro One Limited within the meaning of applicable Canadian
securities laws, to require Hydro One Limited to file, at the expense of the Province (except for internal expenses of
Hydro One Limited or other expenses that Hydro One Limited would have incurred even in the absence of such a
request), one or more prospectuses and take other procedural steps as may be reasonably necessary to facilitate a
secondary offering in Canada of all or any portion of the common shares or preferred shares (“shares”) held by the
Province (a “demand registration”).

Hydro One Limited can defer a demand registration for up to a maximum of 60 days if the Board determines in
good faith that circumstances currently exist which make it in the best interests of Hydro One Limited to do so. These
circumstances are either: (i) that the effect of the filing of a prospectus would reasonably be expected to materially
interfere with or require the public disclosure of any material corporate development or plan (including any material
financing, securities offering, acquisition, disposition, restructuring or merger or other transaction involving Hydro
One Limited or any of its subsidiaries); or (ii) that there exists at the time material non-public information relating to
Hydro One Limited, (a) the disclosure of which would be reasonably likely to be adverse to Hydro One Limited, or
(b) where Hydro One Limited has a bona fide business purpose for keeping that information confidential. In addition,
Hydro One Limited shall not be obligated to effect a demand registration more than four times in any 12-month period.

If Hydro One Limited proposes to undertake a Canadian public offering by prospectus, the Province is entitled,
while it is a “control person” of Hydro One Limited within the meaning of applicable Canadian securities laws, to
include shares owned by it as part of that offering, provided that the underwriters may reduce the number of shares
proposed to be sold if in their reasonable judgment all of the shares proposed to be offered by Hydro One Limited and
the Province may not be sold in an orderly manner within a price range reasonably acceptable to Hydro One Limited.
In that case, the shares to be sold will be allocated pro rata between Hydro One Limited and the Province based on their
relative proportionate number of shares requested to be included in the offering. Hydro One Limited and the Province
will share the expenses of the offering (except for internal expenses of Hydro One Limited) in proportion to the gross
proceeds they each receive from the offering.
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Hydro One Limited also agrees to extend the foregoing provisions to facilitate U.S. registered offerings of shares
of Hydro One Limited held by the Province, if Hydro One Limited in the future files a registration statement for the
distribution of shares to the public in the United States.

Hydro One Limited also agrees to use commercially reasonable efforts to assist, at the Province’s expense (except
for internal expenses of Hydro One Limited), the Province in any sale by it of shares of Hydro One Limited pursuant to
an exemption from the prospectus requirements, in the preparation of an offering memorandum and other
documentation and by facilitating due diligence by the prospective buyer.

Hydro One Limited and the Province also agree to enter into customary agreements, including “lock-up”
agreements, on customary market terms in connection with such transactions. Hydro One Limited also agrees to certain
indemnification and contribution covenants in favour of the Province and any underwriters involved in such
transactions.

Governance Agreement

The purpose of the Governance Agreement is to prescribe the role of the Province, as a holder of Voting
Securities, in the governance of Hydro One Limited. Although the Governance Agreement does not address all aspects
of the governance of Hydro One Limited (for a description of the governance of Hydro One Limited more generally,
see “Directors and Management of the Company”), it comprehensively deals with, and limits, the role of the Province
in that governance. It describes the principles that govern how Hydro One Limited will be managed and operated,
including that the Province, in its capacity as a holder of Voting Securities, will engage in the business and affairs of
Hydro One Limited as an investor and not as a manager. It also contains commitments by the Province restricting the
exercise of its rights as a holder of Voting Securities.

The Governance Agreement specifically addresses the following matters:

• The governance principles under which Hydro One Limited and its subsidiaries will be managed and
operated.

• The nomination of directors, which includes: (i) the requirement for a fully independent board of directors
(other than the Chief Executive Officer), and (ii) the maximum number of directors that may be nominated
by the Province.

• The election and replacement of directors.

• Approvals requiring a special resolution of the directors.

• Restrictions on the right of the Province to initiate fundamental changes.

• Pre-emptive rights provided to the Province with respect to future issuances of Voting Securities by Hydro
One Limited.

• Acquisition limits with respect to the Province’s acquisition of outstanding Voting Securities.

Governance Principles

The Governance Agreement provides that the business and affairs of Hydro One Limited will be managed and
operated in accordance with the following principles:

• Hydro One Limited will maintain corporate governance policies, procedures and practices consistent with the
best practices of leading Canadian publicly listed companies, having regard to Hydro One Limited’s
ownership structure and the Governance Agreement.

• The Board, which will be independent of both the Company and the Province (other than the Chief Executive
Officer), is responsible for the management of or supervision of the management of the business and affairs
of Hydro One Limited, including, subject to applicable law, having full authority in respect of:

• corporate governance;

• the appointment, termination, supervision and compensation of the Chief Executive Officer, Chief
Financial Officer and other senior officers of Hydro One Limited;
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• remuneration of directors;

• strategic planning and direction;

• risk management;

• capital structure;

• Hydro One Limited’s dividend policy; and

• Hydro One Limited’s annual business plan and budget.

• With respect to its ownership interest in Hydro One Limited, the Province will engage in the business and
affairs of Hydro One Limited as an investor and not a manager, and the Province intends to achieve its policy
objectives through legislation and regulation, as it would with respect to any other utility operating in
Ontario.

The governance principles do not restrict the Province in any way: (i) in relation to the regulation of the Company,
including by the Ontario Energy Board; (ii) in relation to system planning by the IESO; (iii) in relation to the
enforcement of the laws of Ontario applicable to the Company or the enactment, promulgation or amendment of such
laws; or (iv) in respect of any communication regarding the Company by an individual in his or her capacity as a
member of the Legislative Assembly of Ontario, if made in the Legislative Assembly of Ontario or in another public
forum in relation to the enforcement, promulgation or enactment of laws in Ontario or in relation to Ontario regulatory
policy. They also do not restrict the exercise by the Province of its rights as a holder of Voting Securities, including its
rights to vote any Voting Securities in its sole interest, except as expressly provided for in the Governance Agreement.
See “Risk Factors – Risks Relating to the Company’s Relationship with the Province.”

Nomination of Directors

The Governance Agreement establishes qualification standards for director nominees, provides for the number of
directors that each of the Province and the Nominating, Corporate Governance, Public Policy & Regulatory Committee
may nominate and establishes a process for confirming nominees. The Governance Agreement recognizes that the
Board is to be a fully independent board, with all of the members of the Board independent of both the Company and
the Province, with the exception of the Chief Executive Officer.

Director Qualification Standards

General

The Province and the Nominating, Corporate Governance, Public Policy & Regulatory Committee have agreed to
nominate individuals as directors who are of high quality and integrity and who have:

• significant experience and expertise in business or that is applicable to business,

• served in a senior executive or leadership position,

• broad exposure to and understanding of the Canadian or international business community,

• skills for directing the management of a company, and

• motivation and availability,

in each case to the extent appropriate for a business of the complexity, size and scale of the business of Hydro One
Limited and on a basis consistent with the highest standards for directors of Canada’s leading public companies.

Independence

Each director nominee must be independent of Hydro One Limited within the meaning of Ontario securities laws
governing the disclosure of corporate governance practices and independent of the Province, other than the Chief
Executive Officer. A director will be independent of the Province if he or she would be independent of Hydro One
Limited within the meaning of Ontario securities laws governing the disclosure of corporate governance practices if the
Province and each Specified Provincial Entity (as provided in the Governance Agreement) were treated as Hydro One
Limited’s parent under that definition, but excluding, in the case only for the directors named in this prospectus, any
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prior relationship that ended before August 31, 2015. In addition, he or she may not be an employee or official of the
Province or any Specified Provincial Entity, either: (i) currently or, (ii) within the last three years, but for (ii),
excluding in the case only for the directors named in this prospectus, any prior relationship that ended before
August 31, 2015. In addition, all director nominees must meet the requirement of applicable securities and other laws
and any exchange on which Voting Securities are listed. A majority of the Board must be resident Canadians (as
defined in the OBCA) and neither the Province nor the Nominating, Corporate Governance, Public Policy &
Regulatory Committee will nominate any person as a director if as a result of that nominee being elected or appointed,
this requirement would not be met. However, each director named in this prospectus is qualified to be a director of
Hydro One Limited on the Closing Date, whether or not he or she satisfies the foregoing director qualification
standards on the Closing Date. See “Directors and Management of the Company – Independence of the Board of
Directors”.

No director nominee may be proposed by the Province or the Nominating, Corporate Governance, Public Policy &
Regulatory Committee to replace a current director if, taking into account selection criteria identified by the Province
and the Nominating, Corporate Governance, Public Policy & Regulatory Committee for new directors, the Board
would not collectively satisfy the Board’s skills matrix, the Diversity Policy and any other policy relating to the
composition of the Board forming part of Hydro One’s governance standards.

If the Province or the Nominating, Corporate Governance, Public Policy & Regulatory Committee nominates an
individual who is already a director of Hydro One Limited at the time of the nomination, that person will be treated as
meeting the director qualification standards unless there has been a material change in that individual’s circumstances
that would affect whether she or he would continue to meet those standards. See “Directors and Management of the
Company – Independence of the Board of Directors”.

Number of Directors

Under the articles of Hydro One Limited, the Board will consist of no fewer than 10 and no more than
15 directors, with the initial Board consisting of 15 directors until the first annual meeting of shareholders after closing
of the offering. See “Directors and Management of the Company”. The Governance Agreement requires that the
articles of Hydro One Limited must at all times provide for this minimum and maximum number. The Board will
determine from time to time the number of directors of Hydro One Limited within that minimum and maximum.

Board Nominees

The nominees to be proposed for election to the Board by Hydro One Limited at annual meetings of shareholders
will be determined as follows:

• The Chief Executive Officer will be nominated.

• The Province will be entitled to nominate that number of nominees equal to 40% of the number of directors
to be elected (rounded to the nearest whole number).

• The Nominating, Corporate Governance, Public Policy & Regulatory Committee will nominate the
remaining directors.

If, however, the Province ceases to own Voting Securities to which are attached 40% of the votes that may be cast
on the election of directors at a meeting of shareholders and the Province does not subsequently acquire Voting
Securities sufficient to meet that ownership threshold by the next annual meeting nomination deadline following the
second anniversary of the Province first ceasing to meet that ownership threshold, then until the Province again meets
that ownership threshold, the number of Directors that the Province may nominate will be proportionate to the number
of votes that the Province may cast on the election of directors. For this purpose, an annual meeting nomination
deadline is the date that is 60 days prior to the date by which Hydro One Limited is required to mail proxy solicitation
materials for an upcoming annual meeting.

Board Nomination Process

The Province and representatives of the Nominating, Corporate Governance, Public Policy & Regulatory
Committee will meet after each annual meeting of shareholders to discuss expected upcoming departures from the
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Board (whether due to resignation, retirement or otherwise). In this discussion, the Province and representatives of the
Nominating, Corporate Governance, Public Policy & Regulatory Committee will consider the impact on the Board of
those departures and identify selection criteria for director nominees to replace departing directors to ensure that the
Board will collectively continue to comply with the Governance Agreement and satisfy the Board’s skills matrix, the
Diversity Policy and any other policy relating to the composition of the Board forming part of Hydro One’s governance
standards. The representatives of the Nominating, Corporate Governance, Public Policy & Regulatory Committee will
also recommend to the Province individuals that the Nominating, Corporate Governance, Public Policy & Regulatory
Committee has identified as potential candidates for nomination to the Board. The Province shall have no obligation to
nominate any of the recommended individuals as one of its director nominees. This meeting would be expected to
occur within 60 days of each annual meeting of shareholders.

The Province and representatives of the Nominating, Corporate Governance, Public Policy & Regulatory
Committee will hold further meetings to continue to discuss expected upcoming departures from the Board and
proposed replacement nominees under consideration. These additional meetings would be expected to occur within
120 days of each annual meeting of shareholders.

Subsequent to these meetings, each of the Province and the Nominating, Corporate Governance, Public Policy &
Regulatory Committee will notify the other of its proposed director nominees. They must do so by no later than the
date that is 60 days prior to the date by which proxy solicitation materials must be mailed for Hydro One Limited’s
next annual meeting of shareholders.

If the Province or the Nominating, Corporate Governance, Public Policy & Regulatory Committee receives a
nomination from the other of a person who is not then a director of Hydro One Limited at the time of the nomination or
who is then a director but whose circumstances have materially changed in a way that would affect whether she or he
would continue to meet the director qualification standards as described under “– Governance Agreement
– Nomination of Directors – Director Qualification Standards”, then the Province or the Nominating, Corporate
Governance, Public Policy & Regulatory Committee, as the case may be, will have ten business days to confirm or
reject that nominee. The Province or the Nominating, Corporate Governance, Public Policy & Regulatory Committee
may reject a nominee only on the basis that the nominee does not meet those director qualification standards.

If a director nominee of the Province or the Nominating, Corporate Governance, Public Policy & Regulatory
Committee is rejected, then the Province or the Nominating, Corporate Governance, Public Policy & Regulatory
Committee will be entitled to nominate additional candidates until a nominee is confirmed by the other. If no
replacement nominee is confirmed for a director who was expected to depart from the Board and that director does not
resign, that director shall be re-nominated.

The Province and the Nominating, Corporate Governance, Public Policy & Regulatory Committee will use
commercially reasonable efforts to confirm director nominees prior to the date by which proxy solicitation materials
must be mailed for the purposes of Hydro One Limited’s next annual meeting of shareholders. If insufficient nominees
are confirmed by that date, then the Province and the Nominating, Corporate Governance, Public Policy & Regulatory
Committee will consider alternatives so that each nominates the number of directors each is entitled to nominate at that
annual meeting. These alternatives may include reducing the number of directors to be elected at that annual meeting
or delaying the annual meeting so that sufficient nominees may be confirmed.

If there are disputes as to whether a particular director nominee satisfies the director qualification standards as
described under “– Governance Agreement – Nomination of Directors – Director Qualification Standards”, either the
Province or the Nominating, Corporate Governance, Public Policy & Regulatory Committee may request that the
dispute be resolved by arbitration.

Election and Replacement of Directors

The Governance Agreement provides for how:

• the Province will vote with respect to director nominees, including its nominees and those of the Nominating,
Corporate Governance, Public Policy & Regulatory Committee,

• the Province may vote at contested elections,

• the Province may seek to replace the Board by withholding votes or voting for removal, and

• Board vacancies will be filled.
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Voting on Director Elections

At any meeting of shareholders to elect directors, the Province is required to vote in favour of the nominees
nominated as described under “– Governance Agreement – Nomination of Directors – Board Nominees and – Board
Nomination Process” except in the case of contested director elections and where the Province seeks to replace the
Board in accordance with the Governance Agreement by withholding votes or voting for removal. See “– Governance
Agreement – Election and Replacement of Directors – Contested Elections,” “– Right to Withhold Votes” and
“– Province’s Right to Replace the Board”.

Contested Elections

At any meeting of shareholders to elect directors of Hydro One Limited at which there are more nominees for
directors than there are directors to be elected, the Province may vote its Voting Securities in its sole discretion
(including to vote in favour of other candidates instead of the Province’s nominees), except that the Province will vote
in favour of the election of the Chief Executive Officer as a director.

Right to Withhold Votes

The Province is required under the Governance Agreement to vote in favour of all director nominees of Hydro
One Limited. That obligation is subject, however, to the Province’s overriding right to withhold from voting in favour
of all director nominees and its right to seek to remove and replace the entire Board, including in each case its own
director nominees but excluding the Chief Executive Officer and, at the Province’s discretion, the Chair. In the case of
an annual meeting of shareholders, the Province will notify Hydro One Limited of its intent to withhold from voting in
favour of director nominees prior to the date by which proxy solicitation materials must be mailed for the purposes of
that annual meeting.

Depending on the number of withheld votes a director nominee receives at a meeting of shareholders at which
directors are to be elected, that director nominee may be required to tender his or her resignation to the Board in
accordance with Hydro One Limited’s majority voting policy. In this circumstance, the Board shall take whatever
actions it determines are appropriate in the circumstances, including accepting resignations sequentially after
replacement directors are identified and confirmed in accordance with the Governance Agreement, accepting some but
not all resignations until sufficient replacement directors have been identified and confirmed in accordance with the
Governance Agreement, calling a shareholders’ meeting and accepting the resignations only upon the election of their
replacements at that meeting, not accepting the resignations until the next annual meeting of shareholders, or rejecting
the resignations. See “Directors and Management of the Company”. However, for so long as the Province holds Voting
Securities sufficient for it to withhold at least 50% of the votes that may be cast at that meeting of shareholders, the
Province’s withholding of votes will be sufficient to ensure that each of the directors with the exception of the Chief
Executive Officer and, at the discretion of the Province, the Chair, are required to tender their resignation to the Board
in accordance with Hydro One Limited’s majority voting policy.

Province’s Right to Replace the Board

The Province may at any time notify Hydro One Limited that it intends to request that Hydro One Limited hold a
meeting of shareholders for the purposes removing all of the directors in office, including those nominated by the
Province, with the exception of the Chief Executive Officer and, at the sole discretion of the Province, the Chair (a
“Removal Notice”).

If the Province gives Hydro One a Removal Notice, then the Chair shall coordinate the establishment of an ad hoc
nominating committee comprising each of the five largest beneficial owners of Voting Securities known to the
Company, excluding the Province, willing to provide representatives to serve on that committee. If at least three
beneficial owners of Voting Securities are not willing to provide representatives to serve on the ad hoc nominating
committee within 30 days of the Province giving a Removal Notice, then the individuals that the Province proposes to
nominate as replacement directors, as described in the next paragraph, will serve as the ad hoc nominating committee.

The Province and the ad hoc nominating committee will identify and confirm replacement directors to be
nominated at the shareholders’ meeting pursuant to a process substantially equivalent to that described under
“– Governance Agreement – Nomination of Directors – Board Nomination Process”, with the ad hoc nominating
committee taking the place of the Nominating, Corporate Governance, Public Policy & Regulatory Committee. For
clarity, each replacement director nominee must meet the same qualification standards under the Governance
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Agreement as for any director nominee, including the fact that all of them, other than the Chief Executive Officer, in
each case, must be independent of Hydro One Limited within the meaning of Ontario securities laws governing the
disclosure of corporate governance practices and be independent of the Province. See “– Governance Agreement
– Nomination of Directors – Director Qualification Standards.” Hydro One Limited will call the shareholders’ meeting
once the replacement director nominees are confirmed pursuant to this process, and will hold the shareholders’ meeting
within 60 days of this confirmation.

At the shareholders’ meeting, the Province will vote in favour of removing the current directors with the exception
of the Chief Executive Officer and, at the Province’s discretion, the Chair, and will vote in favour of the independent
director nominees described in the preceding paragraph.

From the time that the Province delivers a Removal Notice, the directors will, in exercising their fiduciary duties,
take into account the Province’s intention to cause a new Board to be constituted and the desirability that the actions of
the current Board not interfere with the ability of a new Board to exercise its responsibility to oversee the business and
affairs of Hydro One Limited in accordance with Hydro One Limited’s governance principles. See “– Governance
Agreement – Governance Principles”.

The voting results of the shareholders’ meeting will determine which individuals are elected as directors.
However, for so long as the Province holds more than 50% of the outstanding common shares (and, depending on the
number of shares represented at the meeting, possibly where the Province holds less than 50% of the outstanding
common shares), the Province’s votes will be sufficient to remove the current directors with the exception of the Chief
Executive Officer and, at the Province’s discretion, the Chair, and to replace them with the new Board as described
above.

Filling Board Vacancies

If a vacancy on the Board arises, then a replacement will be nominated by the Province or the Nominating,
Corporate Governance, Public Policy & Regulatory Committee, whichever nominated the departing director, and
approved by the other in accordance with a process that is substantially equivalent to the process described under
“– Governance Agreement – Nomination of Directors – Board Nomination Process”. For clarity, each replacement
director nominee must meet the same qualification standards under the Governance Agreement as for any director
nominee, including the fact that all of them, other than the Chief Executive Officer, in each case, must be independent
of Hydro One Limited within the meaning of Ontario securities laws governing the disclosure of corporate governance
practices and be independent of the Province. For this purpose, until the first meeting of shareholders to consider the
election of directors that is held after the completion of this offering, the Province has designated Ian Bourne, Marc
Caira, George Cooke, Kathryn Jackson, Jane Peverett and Gale Rubenstein as its nominees.

If the Chief Executive Officer ceases to be Chief Executive Officer for any reason, the new Chief Executive
Officer appointed to take his or her place will fill that vacancy on the Board.

Subsidiary Governance

Subject to applicable law, the board of directors of each of Hydro One Inc. and Hydro One Networks Inc. will be
constituted to have the same members as the Board unless the Board determines otherwise.

Company to Cause Compliance

Any obligations of the Board, the Nominating, Corporate Governance, Public Policy & Regulatory Committee,
the Chair or any other representative of Hydro One Limited provided for in the Governance Agreement are deemed to
be obligations of Hydro One Limited and Hydro One Limited will ensure those obligations are complied with. If Hydro
One Limited is unable to comply with the Governance Agreement without being in breach of its by-laws, Hydro One
Limited is required to amend its by-laws to enable the performance of its obligations under, and its compliance with,
the terms of the Governance Agreement. Any such amendment to Hydro One Limited’s by-laws must be submitted to
the shareholders for approval at the next meeting of shareholders.
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Board Approvals Requiring a Special Resolution of the Directors

Annual Confirmation of Chair and Chief Executive Officer

The appointment of a new Chair at any time must be approved by a resolution of the Board passed by at least
two-thirds of the votes cast at a meeting of the directors, or consented to in writing by all of the directors (a “Special
Board Resolution”). The Chair will be nominated and confirmed annually by a Special Board Resolution at the first
meeting of the Board after each annual meeting of shareholders. If the Board does not confirm the Chair at that meeting
by a Special Board Resolution, then the Board will remove the Chair as soon as practicable and appoint a new Chair.
The Chair may also be removed between annual confirmation meetings by a majority of the votes cast at a meeting of
the directors.

The appointment of a new Chief Executive Officer at any time must be approved by a Special Board Resolution.
The Chief Executive Officer must be confirmed annually by a Special Board Resolution at the first meeting of the
Board after each annual meeting of shareholders. If the Board does not confirm the Chief Executive Officer at that
meeting by a Special Board Resolution, then the Board shall remove the Chief Executive Officer as soon as practicable
and appoint a replacement Chief Executive Officer. The Chief Executive Officer may also be removed between annual
confirmation meetings by a majority of the votes cast at a meeting of the directors.

Changes in Governance Standards

Hydro One Limited has established a number of governance standards, some of which are specified in the
Governance Agreement to be “Hydro One’s governance standards”. As such, no addition, supplement or amendment to
these specified governance standards can be effective unless approved by a Special Board Resolution. The governance
standards that are subject to this special approval requirement include the Board’s skills matrix, the Ombudsman’s
Mandate, the Diversity Policy and the Majority Voting Policy, the Corporate Governance Guidelines, the mandates of
the Board and its committees, position descriptions for the Chief Executive Officer, the Chair, the directors and
committee chairs, and the Stakeholder Engagement Policy.

Restrictions on Province’s Right to Initiate Fundamental Changes

The Province has agreed not to initiate a fundamental change to Hydro One Limited (as defined in Part XIV of the
OBCA), including not to initiate any arrangement or amalgamation involving Hydro One Limited or any amendment to
the articles of Hydro One Limited. The Province may, however, vote its Voting Securities as it sees fit in the event any
fundamental change is initiated by Hydro One Limited or another shareholder of Hydro One Limited.

Restrictions on Province Acting Jointly or in Concert

The Province has agreed not to act jointly or in concert with any person in connection with the exercise of that
person’s rights as a holder of Voting Securities in a manner that the Province would be prohibited from directly doing
itself. The Province is not, however, restricted from soliciting proxies to vote a person’s Voting Securities in a
particular manner, if the Province is itself permitted to vote its Voting Securities in that manner. Any pension plan or
related pension fund which the Province or any “public entity” (as defined in the Financial Administration Act
(Ontario)) establishes, sponsors, administers or contributes to will not be treated as a joint actor of the Province except
to the extent the Province solicits the administering entity or governing body of the pension plan or related pension
fund to take a particular action or step.

Pre-emptive Rights

Hydro One Limited has granted to the Province a pre-emptive right to acquire additional Voting Securities as part
of future offerings by Hydro One Limited of Voting Securities. If Hydro One Limited proposes to issue Voting
Securities in the future, whether pursuant to a public offering or a private placement, Hydro One Limited must notify
the Province of the proposal at least 30 days in advance and must offer the Province the right to purchase up to 45% of
the Voting Securities being offered. The offer must also specify the proposed outside date for completing the proposed
offering, which cannot be more than 60 days from the date of the offer. If the offer is being delivered in connection
with a proposed best-efforts or fully underwritten public offering (including an offering proposed on a “bought deal”
basis) through an agent or underwriter, the offer may include a size range and may state that the actual price per Voting
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Security will be the offering price agreed to by Hydro One Limited in the agency agreement, bid letter or underwriting
agreement, as the case may be, relating to the offering. Otherwise, the offer must specify the price at which the Voting
Securities are to be issued and the number of Voting Securities the Province is entitled to purchase. If the offer to the
Province is in connection with a proposed best-efforts or fully underwritten public offering (including an offering
proposed on a “bought deal” basis), then the Province may specify in its response a maximum price or range of prices
at which it will purchase Voting Securities. Otherwise, the Province must specify in its response the number of Voting
Securities it wishes to purchase. Any Voting Securities not purchased by the Province pursuant to the offer may be
purchased by any other person pursuant to the proposed offering. If Hydro One Limited is continuing in good faith to
contemplate a proposed offering after the outside date, it may extend the outside date by up to four months. After that
date, including any extensions, Hydro One Limited may not deliver an offer for a further proposed offering for at least
90 days.

The pre-emptive right also applies with respect to any proposed issuance by Hydro One Limited of securities
convertible into or exchangeable for Voting Securities. The pre-emptive right does not apply with respect to an
issuance of Voting Securities or securities convertible into or exchangeable for Voting Securities: (i) pursuant to
employee or director compensation plans existing on the date of the Governance Agreement or plans adopted after the
date of the Governance Agreement that comply with the rules of the TSX and, if required, have been approved by the
TSX; (ii) pursuant to any dividend re-investment arrangement of the Company that is consistent with dividend
reinvestment arrangements of other publicly traded utilities in Canada (including as to discount rates) and that does not
include a cash purchase option; (iii) pursuant to a rights offering that is open to all shareholders of Hydro One Limited;
or (iv) pursuant to any business combination, take-over bid, arrangement, asset purchase transaction or other
acquisition of assets or securities of a third party.

Confidentiality of Information Provided to the Province

The Province and Hydro One Limited will enter into a confidentiality agreement pursuant to which the Province
will agree to keep confidential information provided to the Province pursuant to the Governance Agreement and/or the
Registration Rights Agreement, subject to certain customary exceptions. The confidentiality obligations of the
Province will, subject to certain procedural requirements, permit disclosure by the Province where it is required by
applicable law, including pursuant to the Freedom of Information and Protection of Privacy Act (Ontario). The
Company will similarly agree to keep confidential certain information provided by the Province pursuant to the
Governance Agreement and/or the Registration Rights Agreement, subject to certain customary exceptions.

The Province will also agree to use such information only for certain specified purposes relating to the exercise or
enforcement of the Province’s rights under the Governance Agreement and the Registration Rights Agreement, and in
connection with the evaluation, oversight and management of the Province’s investment in Hydro One Limited,
including the exercise of its rights as a shareholder, in each case in accordance with the Governance Agreement, the
Registration Rights Agreement and applicable law. The confidentiality agreement will also require the Province to,
among other things, have instituted reasonable internal controls to restrict disclosure of non-public material
information of Hydro One Limited and Hydro One Inc. and to restrict trading in their securities by the Province and
persons who may receive access, directly or indirectly from the Province, to non-public material information about
Hydro One Limited and/or Hydro One Inc.

Termination of Governance Agreement

The Governance Agreement provides that it may be terminated only with the mutual agreement of the Province
and Hydro One Limited. If there are changes in circumstances in the future that impact the original purpose and
intention of the Province and Hydro One Limited in entering into the Governance Agreement, the Province and Hydro
One Limited will cooperate in good faith to amend the Governance Agreement to reflect those changes in
circumstances.

Termination of Existing Shareholder Declarations and Resolutions

As the sole shareholder of Hydro One Inc., the Province has from time to time directed corporate actions or
strategies through unanimous shareholder declarations that removed authority from the board of Hydro One Inc. In the
past, the Province has made unanimous shareholder declarations that, among other things: (i) restricted the rights,
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powers and duties of the Hydro One Inc. board in relation to the off-shoring of certain jobs and the outsourcing of
certain services; (ii) prevented Hydro One Inc. from seeking cost recovery through the regulatory process for upgrades
for certain transmission stations from either Micro FIT or Small FIT generators; and (iii) restricted the rights, powers
and duties of the Hydro One Inc. board with respect to whether, how and when to proceed with the Hydro One
Brampton Networks Inc. transaction. Immediately prior to the closing of the offering, the Province will terminate all
existing unanimous shareholder declarations relating to Hydro One Inc. and its subsidiaries. Following the completion
of the offering, the Province will no longer be able to make such shareholder declarations.

Ombudsman

The Electricity Act requires the Company to appoint an ombudsman to act as a liaison with customers and to
establish procedures for the ombudsman to inquire into and report to the Board on matters raised with the ombudsman
by or on behalf of customers. These procedures are set out in a written mandate (the “Ombudsman’s Mandate”)
together with, among other things, the ombudsman’s other duties and responsibilities. On October 22, 2015, the board
of directors of Hydro One announced the appointment of Fiona Crean to the role of Ombudsman for the Company. Her
appointment will be effective November 17, 2015 and the Office of the Ombudsman is expected to be operative in the
first quarter of 2016.

Statutory Oversight and Transitional Provisions for Officers of the Assembly

Pursuant to legislation which came into force in 2015, Hydro One Inc. and its subsidiaries ceased to be subject to
a number of Ontario statutes that apply to entities owned by the Province, including the Broader Sector Public
Accountability Act, 2010, the Broader Public Sector Executive Compensation Act, 2014, the Financial Accountability
Officer Act, 2013, the Freedom of Information and Protection of Privacy Act, the Management Board of Cabinet Act,
the Ombudsman Act, the Trillium Trust Act, 2014, the Public Sector Expenses Review Act, 2009 and the Public Sector
Salary Disclosure Act, 1996. Hydro One Limited will similarly not be subject to those statutes.

In addition, the Company’s obligations under the Financial Administration Act (Ontario) and the Auditor General
Act (Ontario) have been limited to those described under “– Province’s Ownership of Common Shares and Preferred
Shares – Provision of Financial Information to the Province and Auditor General of Ontario”.

The Auditor General of Ontario, the Financial Accountability Officer, the Information and Privacy Commissioner
and the Provincial Ombudsman can continue to exercise certain of their powers with respect to the Company. The
Information and Privacy Commissioner may also issue orders with respect to those matters until June 4, 2016.

Ontario Electricity Financial Corporation Indemnity

At the time that Hydro One Inc. and certain of its subsidiaries acquired their respective assets from the former
Ontario Hydro pursuant to the transfer orders under the Electricity Act, as described under “Interests of Management
and Others in Material Transactions – Relationship with the Province and Other Parties – Transfer Orders”, the Ontario
Electricity Financial Corporation agreed to indemnify Hydro One Inc. and those subsidiaries with respect to:

(a) the failure of the transfer orders to transfer to Hydro One Inc. or those subsidiaries any asset, right or thing or
any interest in any asset, right or thing related to their business (the “Hydro One Entitlements”); and

(b) adverse claims or interests of third parties (including the Crown) to Hydro One Entitlements or based on any
deficiency or lack of title in respect of any Hydro One Entitlement.

The indemnity only applies when the total value of all claims exceeds $10 million. The indemnity also contains
certain thresholds and exclusions. This indemnity contains, among other matters, an exclusion for any claim related to
any Aboriginal title or rights or the absence of a permit, right of way easement or similar right in respect of lands
forming part of a Reserve. The indemnity is guaranteed by the Province.

Hydro One Inc. is required to pay the Ontario Electricity Financial Corporation an annual fee for the indemnity
until the indemnity terminates. Hydro One Inc. and its subsidiaries have not made any claim under the indemnity since
it was put in place in 1999. The parties, with the consent of the Minister of Finance, have agreed to terminate the
indemnity effective October 31, 2015. Any claims for which Hydro One Inc. provides notice to the Ontario Electricity
Financial Corporation by the termination date will be covered by the indemnity, subject to the restrictions and
exclusions in the indemnity.
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DIRECTORS AND MANAGEMENT OF THE COMPANY

Directors and Executive Officers

The following table sets forth information regarding the directors and executive officers of Hydro One Limited at
the closing of this offering. Each of the directors was first appointed on August 31, 2015 and is a director of Hydro One
Limited as of the date of this prospectus. Each director is elected annually to serve for one year or until his or her
successor is elected or appointed.

Name, Province or State
and Country of
Residence Age Position/Title Independent(1) Principal Occupation(2) Committees

Mayo Schmidt
Ontario, Canada

58 President and Chief
Executive Officer and
Director

President and Chief
Executive Officer, Hydro
One Limited

—

Michael Vels
Ontario, Canada

54 Chief Financial Officer Chief Financial Officer,
Hydro One Limited

—

Alexander (Sandy)
Struthers
Ontario, Canada

56 Chief Operating Officer Chief Operating Officer,
Hydro One Inc.

—

David Denison
Ontario, Canada

63 Director and Chair of
the Board

Yes Chair, Hydro One Limited —

Ian Bourne(3)

Alberta, Canada
67 Director Yes Chair, Ballard Power

Systems Inc.
Human Resources
Committee (Chair);
Nominating, Corporate
Governance, Public Policy
& Regulatory Committee

Charles Brindamour
Ontario, Canada

45 Director Yes Chief Executive Officer,
Intact Financial
Corporation

Audit Committee; Human
Resources Committee

Marcello (Marc)
Caira(3)

Ontario, Canada

61 Director Yes Vice-Chairman, Restaurant
Brands International Inc

Human Resources
Committee; Nominating,
Corporate Governance,
Public Policy &
Regulatory Committee

Christie Clark
Ontario, Canada

61 Director Yes Corporate Director Human Resources
Committee; Nominating,
Corporate Governance,
Public Policy &
Regulatory Committee

George Cooke(3)

Ontario, Canada
62 Director Yes President, Martello

Associates Consulting /
Chair, OMERS
Administration
Corporation

Audit Committee; Health,
Safety, Environment and
First Nations & Métis
Committee

Margaret (Marianne)
Harris
Ontario, Canada

57 Director Yes Corporate Director Human Resources
Committee; Health,
Safety, Environment and
First Nations & Métis
Committee (Chair)

James Hinds
Ontario, Canada

58 Director Yes Corporate Director Audit Committee; Health,
Safety, Environment and
First Nations & Métis
Committee
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Name, Province or State
and Country of
Residence Age Position/Title Independent(1) Principal Occupation(2) Committees

Kathryn Jackson(3)

Pennsylvania, United
States

58 Director Yes Corporate Director Nominating, Corporate
Governance, Public Policy
& Regulatory Committee;
Health, Safety,
Environment and First
Nations & Métis
Committee

Roberta Jamieson
Ontario, Canada

62 Director Yes President and Chief
Executive Officer, Indspire

Audit Committee; Health,
Safety, Environment and
First Nations & Métis
Committee

Frances Lankin
Ontario, Canada

61 Director Yes Corporate Director Audit Committee;
Nominating, Corporate
Governance, Public Policy
& Regulatory Committee

Philip Orsino
Ontario, Canada

61 Director Yes Consultant and Corporate
Director

Audit Committee (Chair);
Nominating, Corporate
Governance, Public Policy
& Regulatory Committee

Jane Peverett(3)

British Columbia,
Canada

57 Director Yes Corporate Director Human Resources
Committee, Nominating,
Corporate Governance,
Public Policy &
Regulatory Committee
(Chair)

Gale Rubenstein(3)

Ontario, Canada
62 Director Yes Partner, Goodmans LLP Human Resources

Committee; Health,
Safety, Environment and
First Nations & Métis
Committee

Notes:

(1) See “– Independence of the Board of Directors”.

(2) See “– Biographical Information” for the five year history of each director and executive officer.

(3) These directors have been designated as the Province’s nominees for the purpose of filling any vacancies arising until the first meeting of
shareholders to consider the election of directors after the completing of this offering. See “Governance and Relationship with Principal
Shareholder – Governance Agreement – Election and Replacement of Directors – Filling Board Vacancies”.

Biographical Information

The following includes a brief profile of each of the executive officers and directors of Hydro One Limited, which
include a description of their present occupation and their principal occupations for the past five years.

Mayo Schmidt

Mr. Mayo Schmidt is the President and Chief Executive Officer of both Hydro One Limited and Hydro One Inc.
and a director of both Hydro One Limited and Hydro One Inc. Prior to joining Hydro One, Mr. Schmidt served as
President, Chief Executive Officer, and director at Viterra Inc., the global food ingredients company from January
2000 to December 2012. Early in his career, Mr. Schmidt held a number of key management positions of increasing
responsibility at General Mills, Inc. until he joined ConAgra Grain, Canada as President and spearheaded ConAgra’s
expansion. He was promoted to Executive Vice-President, Domestic and International Operations with KBC Trading
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and Processing Company, a global subsidiary of ConAgra Inc. In 2000, he was appointed Chief Executive Officer of
Saskatchewan Wheat Pool, the leading Canadian agriculture corporation and predecessor to Viterra Inc. In 2005, he
was named President, joined the Board of Directors, and led Saskatchewan Wheat Pool to become a listed public
corporation. In 2007, he led a $2.0 billion acquisition of Agricore United, then a $2.2 billion acquisition of ABB,
Australia’s leading agriculture corporation. Mr. Schmidt is a transformative leader with a track record of improving
operations and efficiencies while building a performance-driven culture. He was the architect of Viterra Inc.’s
transformation from a regional agriculture and food business to a global leader, with Viterra Inc. more than tripling
revenue to almost $12 billion. Under Mr. Schmidt’s leadership, the total enterprise value of Viterra Inc. increased from
under $200 million in 2000 to $7.48 billion. Mr. Schmidt currently sits on the Board of Directors of Agrium Inc., a
global agriculture firm and the Global Transportation Hub Authority. He was a member of the Canadian Council of
Chief Executive Officers, Executive Committee Member of The Conference Board of Canada, Trustee of The
Conference Board Inc. USA, and Harvard’s Private and Public, Scientific, Academic and Consumer Food Policy
Group, and is on Washburn University’s Foundation board of Trustees. Mr. Schmidt received his B.B.A. from
Washburn in 1980.

Michael H. Vels

Mr. Michael Vels is the Chief Financial Officer of both Hydro One Limited and Hydro One Inc. Prior to joining
the Company, Mr. Vels served as Maple Leaf Foods Inc.’s Chief Financial Officer (2004 to 2014), responsible for
overseeing the company’s finance, mergers and acquisitions, information technology and communications functions,
and, in 2014, served as the Chief Transition Officer, responsible for leading the restructuring of management and back
office functions of the Company. From 1991 to 2004, Mr. Vels took on increasing roles and responsibility at Maple
Leaf Foods. While at Maple Leaf Foods, Mr. Vels drove business transformation and productivity gains in information
technology and shared services. He guided Maple Leaf Foods through numerous M&A transactions, including
divestitures totaling approximately $3 billion, realizing premium value for shareholders. Prior to 1991, he worked in
public accounting in Canada and mergers and acquisitions in the United Kingdom. Mr. Vels brings considerable
executive level experience in public company governance, debt and equity capital raising, mergers and acquisitions and
information technology. Mr. Vels currently serves as Director of Canada’s National Ballet School and formerly served
on the board of directors for Canada Bread Company, Ltd. (2007-2014) and Country Style Food Services Inc. (2007-
2009). He is a past member of the OSC Continuous Disclosure Advisory Committee. Mr. Vels earned a Bachelor of
Accountancy from the University of Witwatersrand, in Johannesburg, South Africa. He is a Chartered Accountant
(South African Institute of Chartered Accountants).

Alexander (Sandy) Struthers

Mr. Alexander (Sandy) Struthers is the Chief Operating Officer and Executive Vice President Strategic Planning
of Hydro One Inc. and Hydro One Networks Inc. Mr. Struthers previously served as Hydro One Inc.’s Chief Financial
Officer and Chief Administrative Officer (2013-2014), overseeing the company’s finance, regulatory and corporate
support functions. Mr. Struthers first joined Hydro One Inc. in 2000 as a Finance Director responsible for mergers and
acquisitions and has since held a number of senior management positions as Chief Financial Officer (2009-2012), and
as Vice President and Chief Information Officer (2004-2008), where he was accountable for the information
technology organization and information technology strategy. Prior to joining the Company, Mr. Struthers was a
partner in the Corporate Finance group of a national accounting firm. Mr. Struthers holds a Masters of Business
Administration from York University and a Bachelor of Commerce (Honours) from Queen’s University. He is a
member of the Institute of Corporate Directors, a Chartered Professional Accountant and a member of the Institute of
Chartered Accountants of Ontario, and a past member of the Canadian Institute of Chartered Business Valuators.

David Denison, O.C., FCPA, FCA

Mr. David Denison was appointed the Chair of the Board of Hydro One Inc. on April 16, 2015. Mr. Denison is
also a Corporate Director and previously served as President and Chief Executive Officer of the Canada Pension Plan
Investment Board from 2005 to 2012. Prior to that, Mr. Denison was President of Fidelity Investments Canada Limited.
Mr. Denison is a Director of the Royal Bank of Canada, Bell Canada, Allison Transmission and serves as Vice-Chair of
Sinai Health Systems. He had previously also served as Chair of the Board of Bentall Kennedy Limited Partnership. He
is also a member of the Investment Board and International Advisory Committee of the Government of Singapore
Investment Corporation, the International Advisory Council of China Investment Corporation, the World Bank
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Treasury Expert Advisory Committee and the University of Toronto Investment Advisory Committee. In April 2014,
Mr. Denison was appointed a member of the Council whose mandate was to review and identify opportunities to
modernize government business enterprises. Mr. Denison earned Bachelor degrees in mathematics and education from
the University of Toronto and is a Chartered Professional Accountant and a Fellow of the Institute of Chartered
Accountants of Ontario. Mr. Denison was appointed an Officer of the Order of Canada on June 30, 2014.

Ian Bourne, ICD.D, F.ICD

Mr. Ian Bourne is the Chair of the Board of Directors of Ballard Power Systems, Inc. (2006-present), a global
leader in proton exchange membrane fuel cell technology, and a member of the Board of Directors of the Canada
Pension Plan Investment Board, Canadian Oil Sands Limited, Wajax Corporation, and the Canadian Public
Accountability Board. He is also the former Chair of SNC-Lavalin Group Inc. (2013-2015) and was a director from
2009 to 2015 during which time he also served as that company’s Interim Chief Executive Officer from March 2012 to
October 2012. Mr. Bourne has also held a variety of senior financial and executive roles in Canada and internationally
with a number of Canadian corporations including: GE Canada, Inc. (1969-1992) where he served as Chief Financial
Officer; Canada Post Corporation (1992-1997) where he served as Senior Vice-President and Chief Financial Officer;
and TransAlta Corporation (1998-2005) where he served as Executive Vice President and Chief Financial Officer and
as President of TransAlta Power LP between 1998-2006. Mr. Bourne has been active in serving a variety of community
based organizations including the Calgary Philharmonic Orchestra, The Glenbow Museum, and The Calgary
Foundation. He holds a Bachelor of Commerce degree from Mount Allison University and is a Fellow of the Institute
of Corporate Directors.

Charles Brindamour

Mr. Charles Brindamour is the Chief Executive Officer of Intact Financial Corporation, Canada’s largest provider
of home, auto and business insurance. Under his leadership, Intact Financial Corporation became an independent and
widely-held Canadian company in 2009 and engineered, two years later, the largest acquisition in the history of the
property and casualty insurance industry in the country. With a market capitalization of more than $12 billion, Intact
Financial Corporation ranks among the largest companies listed on the TSX. Mr. Brindamour began his career with
Intact in 1992 as an actuary and held over the years a number of progressive management positions. He also served in
management and executive roles in Europe with ING Groep, Intact’s former majority shareholder. Upon his return to
Canada in 1999, he led the company’s acquisition, strategic planning and capital management functions. Two years
later, he became Senior Vice-President of Personal Lines and, in 2004, he was appointed Executive Vice-President,
responsible for underwriting, claims, planning, corporate development and investor relations. In 2007, he became Chief
Operating Officer, a position he held until his appointment as President and Chief Executive Officer in January 2008.
A graduate of Laval University in Actuarial Sciences, Mr. Brindamour is also an Associate of the Casualty Actuarial
Society. Mr. Brindamour is a board member of Intact Financial Corporation, of the C.D. Howe Institute, and of the
Insurance Bureau of Canada where he was Chair for the past four years. He is also a member of the Advisory
Committee of the Climate Change Adaptation Project, an initiative of the University of Waterloo. Mr. Brindamour is a
member of the Campaign Cabinet of the CHU Sainte-Justine, Co-Chair of the Grande Campagne de financement de
l’Universite Laval, and a past member of the Campaign Cabinet of the United Way of Greater Toronto, where he
chaired a number of insurance industry campaigns.

Marcello (Marc) Caira

Mr. Marc Caira is a director and Vice-Chairman of the Board of Directors of Restaurant Brands International Inc.,
a multinational quick service restaurant company formed by the merger of Tim Hortons Inc. and Burger King
Worldwide Inc. He is also a director of the Minto Group. Prior to his appointment as Vice Chairman in December
2014, Mr. Caira was President and Chief Executive Officer of Tim Hortons Inc. (July 2013-December 2014). During
his approximate 37-year career within the food and beverage industry, Mr. Caira also held senior management and
executive roles with both Nestlé S.A. and Parmalat North America, Inc. Beginning his career with Nestlé Canada in
1977, Mr. Caira took on positions of increasing responsibility becoming Vice-President of Foodservice (1990-1996),
and President – Foodservice & Nescafé Beverages (1997-2000). In 2000, he joined Parmalat Canada, Inc. as Chief
Operating Officer and assumed the role of President and CEO of Parmalat North America in 2004. In 2006, Mr. Caira
returned to Nestlé S.A. in Switzerland as a member of the Executive Board and as Chief Executive Officer of Nestlé
Professional until his return to Canada in 2013. Mr. Caira holds a Diploma in Marketing Management from Seneca
College, Toronto (1977) and is a graduate of the Director Program at The International Institute for Management
Development, Lausanne, Switzerland.
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Christie J.B. Clark, FCA, FCPA

Mr. Christie Clark is a Corporate Director and serves as a member of the Board of Directors of Loblaw
Companies Limited, Air Canada, and Choice Properties Real Estate Investment Trust. He served as the Chief
Executive Officer and Senior Partner of PricewaterhouseCoopers LLP from July 2005 to July 2011. Prior to being
elected Chief Executive Officer, Mr. Clark served as National Managing Partner and as a member of the firm’s
Executive Committee from 2001 to 2005. Mr. Clark is a Fellow Chartered Professional Accountant, and in addition to
his public company board memberships, he is on the Board of Alpine Canada and a member of the Advisory Council
of Queen’s University School of Business. Mr. Clark holds a Bachelor of Commerce degree from Queen’s University
and a Master of Business Administration degree from the University of Toronto.

George L. Cooke

Mr. George Cooke is President, Martello Associates Consulting, a business strategy consulting firm, and on
October 1, 2013 he was appointed as Chair of the Board of Directors of the OMERS Administration Corporation.
OMERS is one of Canada’s largest pension funds and OMERS Administration Corporation is responsible for pension
services and administration, investments, and plan valuation. Mr. Cooke is the former President and CEO, The
Dominion of Canada General Insurance Company (“The Dominion”), a position he held from 1992 when he joined the
company to August 2012. In August 2012, Mr. Cooke retired from his role as President of The Dominion and
continued to hold the position of Chief Executive Officer of the company until December 31, 2012. Prior to his
appointment with The Dominion, Mr. Cooke was Vice-President (Ontario Division), S.A. Murray Consulting Inc. (a
government relations consulting firm) between 1990 and 1992. His previous experience includes Special Advisor,
Policy to the Ontario Deputy Premier and Treasurer (1989-1990), General Manager, Ontario Automobile Insurance
Board (1988-1989), and positions with the Ontario Energy Board (1980-1988). Mr. Cooke obtained a Bachelor of Arts
degree (Hons.) in Political Studies (1975) and a Masters of Business Administration degree (1977) from Queen’s
University. He also holds an Honorary Doctor of Laws degree (1999) from Assumption University in Windsor.
Mr. Cooke was a member of the Board of Directors of The Dominion (1992-2013), the Insurance Bureau of Canada
(1992-2013), E-L Financial Corporation (1992-2012), Empire Life (1992-2002) and Atomic Energy of Canada Limited
(1995-1999), and he was also Executive Vice-President with E-L Financial Corporation Limited (1992-2013). He is
currently the Chair of the Board of Directors of CANATICS (Canadian National Insurance Crime Services). Mr. Cooke
has been a Director of Hydro One Inc. since January 26, 2010.

Margaret (Marianne) Harris

Ms. Marianne Harris is a Corporate Director and the Chair of the Board of Directors of the Investment Industry
Regulatory Organization of Canada (IIROC) and a member of its Finance, Audit and Risk Committee. Prior to
becoming a Corporate Director, Ms. Harris was Managing Director of the Bank of America Merrill Lynch and
President, Corporate and Investment Banking for Merrill Lynch Canada Inc. (2010 – 2013). She has extensive
corporate and investment banking experience gained from over 29 years of advisory work in the U.S. and Canada.
During her career, Ms. Harris has worked on a wide range of assignments including mergers and acquisitions, takeover
defense, unsolicited offers, demutualizations, initial public offerings, secondary equity offerings, and a number of other
advisory and corporate finance mandates. Prior to joining Merrill Lynch in 2000, Ms. Harris was Head of the Financial
Institutions Group at RBC Capital Markets. In addition to her position as Chair of IIROC, she is a member of the Board
of Sun Life Financial Inc. and Sun Life Assurance Company of Canada. Ms. Harris is also a Director and Chair of the
Investment Committee of the Princess Margaret Cancer Foundation Board, a Director of the Dean’s Advisory Council
at the Schulich School of Business (York University), and a member of the Advisory Council of the Hennick Centre
for Business and Law (York University). Ms. Harris holds a Masters of Business Administration degree from the
Schulich School of Business, a Juris Doctor degree from Osgoode Hall Law School (York University) and a B.Sc.
(Honours) from Queen’s University.

James Hinds

Mr. James Hinds is a retired investment banker, having specialized in public equity markets underwriting and
advice for media, industrial, mining and real estate companies. Mr. Hinds previously served as Managing Director of
TD Securities Inc. and has also held positions with CIBC Wood Gundy Inc. and Newcrest Capital Inc. Mr. Hinds was
the past Chair of the IESO and has also served as Chair of the former Ontario Power Authority Board of Directors
(2010-2014) until its merger with the IESO effective January 1, 2015. Prior to joining the Ontario Power Authority
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Board, he served as a Director on and as Chair of the IESO Board of Directors (2005-2010). A native of Sudbury,
Ontario, Mr. Hinds received a Bachelor of Arts degree from Victoria University at the University of Toronto, a Master
of Business Administration from the Wharton School of Business at the University of Pennsylvania, and a law degree
from the University of Toronto.

Kathryn J. Jackson, Ph.D

Dr. Kathryn Jackson is a Corporate Director and former Senior Vice President and Chief Technology Officer of
RTI International Metals Inc. (2014 – 2015). In her capacity as RTI’s former Top Scientist, Dr. Jackson’s
responsibilities included oversight of all advanced metallurgical technology, product and process innovation, including
additive manufacturing activities. She also served as Head of Overall Research and Development Activities and as a
corporate director at RTI. Prior to joining RTI, Dr. Jackson was Senior Vice President and Chief Technology Officer at
Westinghouse Electric Company where she was responsible for research and development as well as environmental
sustainability initiatives. Dr. Jackson has also held various positions at the Tennessee Valley Authority, including
Executive Vice President of River System Operations and Environment, and Corporate Environmental Officer. She
also worked for Alcoa Corporation as a technology forecaster and was a post-doctoral fellow at the National Academy
of Engineering. Dr. Jackson serves on the Board of Directors of Portland General Electric and previously served as
Chair of the Independent System Operator New England. She is also an advisor to Carnegie Mellon University’s
Engineering School and the Complex Engineered Systems program, and is a member of the advisory board of the
Carnegie Mellon Electricity Industry Center. Dr. Jackson received a Doctorate and a Master’s degree in Engineering
and Public Policy from Carnegie Mellon University. She also holds a Master’s degree in Industrial Engineering
Management from the University of Pittsburgh and a Bachelor’s degree in Physics from Grove City College.

Roberta L. Jamieson

Ms. Roberta Jamieson is a Mohawk woman from the Six Nations of the Grand River Territory in Ontario, where
she still resides. In November 2004, she was appointed President and Chief Executive Officer of Indspire, Canada’s
premiere Indigenous-led charity, and Executive Producer of the Indspire Awards, a nationally broadcast gala honoring
Indigenous achievement. Indspire’s annual award disbursements have increased seven-fold since Ms. Jamieson’s
appointment. She has extended Indspire’s youth career conferences to all regions of Canada and launched a recognition
program for the education of Indigenous students. Ms. Jamieson also led the development of the K-12 Indspire
Institute, a virtual resource centre focused on increasing high school completion rates and K-12 success. Under
Ms. Jamieson’s leadership, Indspire launched an unprecedented $20 million fundraising campaign in 2013 to support
Indspire’s Building Brighter Futures: Bursaries and Scholarships Awards program. Ms. Jamieson has enjoyed a
distinguished career of firsts. She was the first First Nations woman to earn a law degree; the first non-parliamentarian
appointed an ex-officio member of a House of Commons Committee; the first woman Ombudsman of Ontario
(1989-1999); and in December 2011, she was the first woman elected Chief of the Six Nations of the Grand River
Territory. She also served as Commissioner of the Indian Commission of Ontario from 1986 to 1989. She was also a
Director of the Ontario Power Generation Inc. Board of Directors (2012 – 2015). Ms. Jamieson has earned numerous
awards, including the National Aboriginal Achievement Award (Law and Justice 1998); the Indigenous Bar
Association’s highest award, Indigenous Peoples Council Award (IPC); the Council of Ontario Universities’ 2014
David C. Smith Award; and 24 honorary degrees. She also serves as a member of the Elections Canada Advisory
Board and has been named three times to the Women’s Executive Network’s Top 100 list. Ms. Jamieson was appointed
a Member of the Order of Canada in 1994.

Hon. Frances L. Lankin, P.C., C.M.

Hon. Frances Lankin P.C., C.M. is a former President and CEO of the United Way – Toronto (2001-2010) and a
former Member of Provincial Parliament for the Toronto (Ontario) riding of Beaches – East York (1990-2001).
Ms. Lankin is a recognized leader in the non-profit sector and has been widely honoured for her contributions to the
community, including Honorary Doctorate of Laws degrees from Queen’s University and Ryerson University, and an
Honorary Doctorate of Education from Nipissing University. In 2009, Ms. Lankin was appointed to the Queen’s Privy
Council for Canada and served for five years as a member of the Security Intelligence Review Committee. In 2012, she
was appointed a Member of the Order of Canada. In 2014, Ms. Lankin was appointed to the Council whose mandate
was to review and identify opportunities to modernize government business enterprises, and in 2011 and 2012, she co-
led a review of Ontario’s social assistance system as part of the province’s poverty reduction strategy. During her first
term as an elected Member of Provincial Parliament, Ms. Lankin served in a variety of Cabinet roles including Chair of
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Management Board, Minister of Health and Long-Term Care, and Minister of Economic Development and Trade.
Ms. Lankin is currently Chair of the National NewsMedia Council, a member of the Board of Directors of the Ontario
Lottery and Gaming Corporation, and a member of the Institute of Corporate Directors.

Philip S. Orsino, O.C., CPA, FCA

Mr. Philip Orsino is a consultant and corporate director and the former President and Chief Executive Officer of
Jeld-Wen Inc. (2011-2014), a global integrated manufacturer of building products, and now serves as Corporate Vice
Chairman. In addition to other business interests he is a Consultant to Onex Corporation for the building products
industry. Mr. Orsino is a Director of The Bank of Montreal and Chair of the Audit and Conduct Review Committee. He
is also a Director of The Minto Group and member of the Audit Committee. Mr. Orsino began his professional career
in 1979 as a Partner with Hilborn Ellis Grant, Chartered Accountants in Toronto. From 1984 until 2005, Mr. Orsino
was the President and Chief Executive Officer of Masonite International Corporation. He was formerly a Director and
Chair of the Audit Committee of Clairvest Group Inc. and a Director and Board Chair of Biox Corporation. Mr. Orsino
was also formerly the Chairman of the Board of Trustees of the University Health Network. He is responsible for the
establishment of The Philip S. Orsino Hematology Centre and Chair in Leukemia Research, and he is an Honorary
Trustee. He was appointed an Officer of the Order of Canada in 2004, was the recipient of the 2003 Canada’s
Outstanding CEO of the Year Award and received the University of Toronto’s Distinguished Business Alumni Award
for 2002. He is a Fellow of the Institute of Chartered Accountants and holds a degree from Victoria College at the
University of Toronto.

Jane L. Peverett, ICD.D, FCMA

Ms. Jane Peverett is a Corporate Director and former President and Chief Executive Officer (2005-2009) of the
British Columbia Transmission Corporation (BCTC). She also served as the company’s Chief Financial Officer (2003
to 2005). Prior to joining BCTC, Ms. Peverett held progressively senior finance, regulatory and executive roles with
Westcoast Energy Inc. between 1988 to 2003, and in 2001, was appointed President and Chief Executive Officer of
Union Gas Limited, a Westcoast Energy company, becoming the first woman president of a natural gas company in
Canada. Ms. Peverett is also a Director of the Canadian Imperial Bank of Commerce and Chair of its Audit Committee,
and a Director of Encana Corporation where she is also Chair of the Audit Committee. She is also a Director of AEGIS
Insurance Services Inc., Postmedia Network Canada Corporation, and Northwest Natural Gas Company located in
Portland, Oregon. Ms. Peverett’s former board service also included the B.C. Ferry Corporation, the Canadian
Electricity Association, and the United Way of Lower Mainland (Greater Vancouver). Ms. Peverett earned a Bachelor
of Commerce degree from McMaster University and a Master of Business Administration degree from Queen’s
University. She is also a Certified Management Accountant, a Fellow of the Society of Management Accountants, and
holds the ICD.D designation from the Institute of Corporate Directors.

Gale Rubenstein

Ms. Gale Rubenstein is a partner of the law firm Goodmans LLP and a member of the firm’s Executive
Committee. She practices law primarily in the areas of commercial insolvency and restructuring with emphasis on
financial institutions, both domestic and international, and on pension restructurings. Ms. Rubenstein was senior
counsel to the liquidators of numerous financial institutions and has been counsel to the Superintendent of Financial
Institutions (Canada) and the Superintendent of Financial Services (Ontario). She has authored numerous papers on the
insolvency of insurance companies and banks, and is an update author of LexisNexis Canada’s Insurance Companies
Act: Legislation and Commentary. She obtained her Bachelor of Law degree from Osgoode Hall Law School (York
University) and is a current Director of the Insolvency Institute of Canada; a member of Insol International; and a
Director of the Osgoode Hall Alumni Association. She has been a Director of Hydro One Inc. since March 30, 2007.

Information Regarding Certain Directors and Executive Officers

None of the directors or executive officers of Hydro One Limited will beneficially own, or control, directly or
indirectly, any common shares upon completion of this offering and the pre-closing transactions.

Corporate Cease Trade Orders

None of the directors or executive officers of Hydro One Limited has, within the 10 years prior to the date of this
prospectus, been a director, chief executive officer or chief financial officer of any company (including Hydro

129



One Limited) that, while such person was acting in that capacity (or after such person ceased to act in that capacity
but resulting from an event that occurred while that person was acting in such capacity) was the subject of a cease
trade order, an order similar to a cease trade order, or an order that denied the company access to any exemption under
securities legislation for a period of more than 30 consecutive days.

Bankruptcies

Other than as described below, none of the directors or executive officers of Hydro One Limited is, as at the date
of this prospectus, or has been within 10 years before the date of this prospectus, a director or executive officer of any
company (including Hydro One Limited) that, while that person was acting in that capacity, or within a year of that
person ceasing to act in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy
or insolvency or was subject to or instituted any proceedings, arrangement or compromise with creditors or had a
receiver, receiver manager or trustee appointed to hold its assets.

Saskatchewan Wheat Pool Inc., a predecessor to Viterra Inc., initiated a disposition of one of its businesses in
2004 through a court supervised process under the Companies’ Creditors Arrangement Act (Canada). The securities of
certain of the entities that owned and operated this business on behalf of the Saskatchewan Wheat Pool Inc. and other
shareholders were cease traded by the Saskatchewan Financial Services Commission. Substantially all of the assets
related to this business were sold under the court supervised process in May 2004. Mr. Schmidt served as an officer
and/or director of these entities at the time.

None of the directors or executive officers of Hydro One Limited, nor any shareholder holding shares sufficient to
materially affect control of Hydro One Limited, has, within the 10 years prior to the date of this prospectus, become
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or become subject to or instituted
any proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to
hold the assets of the director, executive officer or shareholder.

Penalties or Sanctions

None of the directors or executive officers of Hydro One Limited, nor the Province, has been subject to any
penalties or sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or has
entered into a settlement agreement with a securities regulatory authority or been subject to any other penalties or
sanctions imposed by a court or regulatory body that would likely be considered important to a reasonable investor
making an investment decision.

Conflicts of Interest

To the best of the Company’s knowledge, there are no existing potential conflicts of interest among the Company
and the directors or executive officers of the Company as a result of their outside business interests as at the date of this
prospectus. Certain of the directors and executive officers serve as directors and executive officers of other public
companies. Accordingly, conflicts of interest may arise which could influence these persons in evaluating possible
acquisitions or in generally acting on behalf of the Company.

Indebtedness of Directors and Executive Officers

No director, executive officer, employee, former director, former executive officer or former employee or
associate of any director or executive officer of Hydro One Limited or any of its subsidiaries had any outstanding
indebtedness to Hydro One Limited or any of its subsidiaries except routine indebtedness or had any indebtedness that
was the subject of a guarantee, support agreement, letter of credit or other similar arrangement or understanding
provided by Hydro One Limited or any of its subsidiaries.

Independence of the Board of Directors

Upon closing of this offering, the Board will consist of 15 directors, 14 of whom are “independent” within the
meaning of all Canadian securities laws governing the disclosure of corporate governance practices and stock exchange
requirements imposing a number or percentage of independent directors. Pursuant to Canadian securities laws, an
independent director is one who is free from any direct or indirect relationship which could, in the view of the Board,
be reasonably expected to interfere with a director’s independent judgment, with certain specified relationships deemed
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to be non-independent. The Governance Agreement also requires each of the directors other than the Chief Executive
Officer to be independent of the Province. See “Governance and Relationship with Principal Shareholder – Nomination
of Directors – Director Qualification Standards”. The initial Chair of the Board is an independent director.
Mr. Schmidt, who is a member of the Board, is not independent as he is the President and Chief Executive Officer of
Hydro One Limited. Mr. Hinds was previously a director and the Chair of IESO and Ms. Jamieson was previously a
director of Ontario Power Generation Inc., but because those relationships ended before August 31, 2015, they are
independent of the Province within the meaning of the Governance Agreement.

The Board has separated the roles of Chair of the Board and Chief Executive Officer. The primary responsibility
of the Chair is to provide leadership to the Board and to enhance Board effectiveness. The Chair, as the presiding
member of the Board, also seeks to ensure that the relationships between the Board, management, the shareholder and
other stakeholders are effective, efficient and further the best interests of Hydro One. The Chair also encourages input
and significant participation of independent directors in the leadership of Hydro One. See “Position Descriptions”.

At each meeting of the Board, the independent directors will hold an in camera meeting (being a meeting at which
members of management and those directors who are not independent directors are not in attendance) unless the Chair
otherwise determines. At each meeting of each committee of the Board, the committee will also hold regular in camera
meetings, unless the chair of the applicable committee determines otherwise. As well, the Audit Committee is expected
to meet at least quarterly with the Chief Financial Officer, the head of the internal audit function (if other than the
Chief Financial Officer) and the external auditors in separate in camera executive sessions to discuss any matters that
the Audit Committee or any of these groups believes should be discussed privately. The Audit Committee shall also
hold in camera sessions at least quarterly to meet without management or non-independent directors present. These
sessions encourage open and candid discussion among the directors including among independent directors.

Directors’ Board Memberships in Other Reporting Issuers

Director Reporting Issuer Director Reporting Issuer

Ian Bourne . . . . . . . . . . . . . . . . Hydro One Inc.
Ballard Power
Systems Inc.
Canadian Oil Sands
Limited
Wajax Corporation

Margaret (Marianne)
Harris . . . . . . . . . . . . . . . . .

James Hinds . . . . . . . . . . . .

Kathryn Jackson . . . . . . . . .

Roberta Jamieson . . . . . . . .

Frances Lankin . . . . . . . . . .

Philip Orsino . . . . . . . . . . . .

Jane Peverett . . . . . . . . . . . .

Gale Rubenstein . . . . . . . . .

Mayo Schmidt . . . . . . . . . . .

Hydro One Inc.
Sun Life Financial Inc.
Sun Life Assurance
Company of Canada

Hydro One Inc.
Allbanc Split Corp.

Hydro One Inc.
Portland General Electric

Hydro One Inc.

Hydro One Inc.

Hydro One Inc.
Bank of Montreal

Hydro One Inc.
Encana Corporation
Northwest Natural Gas
Company
CIBC
Postmedia Network
Canada Corporation

Hydro One Inc.

Hydro One Inc.
Agrium Inc.

Charles Brindamour . . . . . . . . Hydro One Inc.
Intact Financial
Corporation

Marcello (Marc) Caira . . . . . . Hydro One Inc.
Restaurant Brands
International Inc.

Christie Clark . . . . . . . . . . . . . Hydro One Inc.
Loblaw Companies
Limited
Air Canada
Choice Properties Real
Estate Investment Trust

George Cooke . . . . . . . . . . . . . Hydro One Inc.

David Denison . . . . . . . . . . . . Hydro One Inc.
Royal Bank of Canada
BCE Inc.
Bell Canada
Allison Transmission
Holdings Inc.
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Board Mandate

The mandate of the Board is to oversee the business and affairs of Hydro One. The Board seeks to discharge such
responsibility by reviewing, discussing and approving Hydro One’s strategic planning and organizational structure and
supervising management, with a view to preserving and enhancing the business of Hydro One and its underlying value.
The Board has adopted a written mandate, in the form set out under Appendix “A” to this prospectus.

Position Descriptions

The Board has adopted a written position description for the Chair of the Board, which sets out the Chair’s key
responsibilities, including to provide leadership to the Board to enhance the Board’s effectiveness for certain
accountabilities. This entails supervision of management of the Company and oversight of the relationships between
the Board, management, shareholders, customers and other stakeholders. The Board has similarly adopted a written
position description for the committee chairs which sets out each committee chair’s key responsibilities, including of
providing leadership to their respective committees. The Board has also adopted a written position description for the
directors which sets out the Board’s expectations of the directors for service on the Board.

The Board has adopted a written position description for the Chief Executive Officer which provides, among other
matters, that the primary responsibility of the Chief Executive Officer is to manage and provide strategic direction
including the development and implementation of plans, policies, strategies and budgets for the growth and profitable
operation of the Company.

Orientation and Continuing Education

Following the closing of this offering, the Company will implement an orientation and continuing education
program for new directors in accordance with the mandates of the Board and the Nominating, Corporate Governance,
Public Policy & Regulatory Committee and the Corporate Governance Guidelines. New directors will be presented
with a director manual that contains Board policies and procedures, the Company’s current strategic plan, financial
plan and capital plan, the most recent annual and quarterly reports and materials relating to key business issues and
overview of the key organizational, financial, regulatory, and operational aspects of Hydro One.

The Board and the Nominating, Corporate Governance, Public Policy & Regulatory Committee will also be
responsible for overseeing ongoing educational opportunities for the directors.

Ethical Business Conduct

The Company has a written code of conduct (the “Code of Conduct”) that applies to all employees, directors and
officers of Hydro One Limited and its subsidiaries. In addition, Hydro One requires each of its contractors, suppliers,
business partners, consultants and agents to comply with the Code of Conduct, to the extent feasible, in their dealings
with or on behalf of Hydro One.

The Code of Conduct sets out Hydro One’s core values and establishes standards to define how employees,
officers and directors of Hydro One should act. The Code of Conduct addresses, among other things, health and safety
matters, conflicts of interest, discrimination and harassment, confidentiality, insider trading, environmental protection,
safeguarding Hydro One’s assets (including accounting and financial reporting) and relationships with outside
stakeholders including investors, customers, public officials and third parties, conduct during investigations and
compliance and reporting obligations. Hydro One has a Corporate Ethics Officer who is responsible for investigating
actual, potential or suspected violations of the Code of Conduct, monitoring and making determinations regarding
potential conflicts of interest between employees, officers and directors and Hydro One and for tracking and reporting
violations to the Audit Committee in accordance with Hydro One’s Whistleblower Policy. The Board monitors
compliance with the Code through the Audit Committee, to whom the Corporate Ethics Officer reports. The Code of
Conduct will be filed with the Canadian securities regulatory authorities on SEDAR.

Nomination of Directors

The Nominating, Corporate Governance, Public Policy & Regulatory Committee identifies qualified
candidates for election to the Board and maintains an evergreen list of such potential candidates, having regard for the
independence, background, employment and qualifications of possible candidates and the alignment of such
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candidates’ competencies, skills and personal qualities with Hydro One’s needs, and communicates with and makes
recommendations to the Province respecting potential candidates for nomination by the Province to serve as directors
of Hydro One, subject to the Governance Agreement.

The Nominating, Corporate Governance, Public Policy & Regulatory Committee also communicates with the
Board and makes determinations with respect to: (i) the Committee’s proposed nominees for election to the Board; and
(ii) the confirmation or rejection of nominees proposed by the Province for election to the Board, in each case in
accordance with the Governance Agreement.

The process for nomination of directors is set out in the Governance Agreement. See “Governance Agreement –
Nomination of Directors”.

Majority Voting Policy

The Company has adopted a majority voting policy as a measure to ensure that each director serving on the Board
is supported in his or her role by the shareholders. Any nominee for director in an uncontested election who has more
votes cast by ballot at a meeting of shareholders of the Company at which directors are to be elected (an “Election
Meeting”), or, if no ballot is conducted, votes represented by proxies validly deposited prior to that meeting,
“withheld” from his or her election (a “Majority Withheld Vote”), than are cast in favour of his or her election at that
meeting must, immediately following that meeting, tender his or her resignation to the Board for consideration.

Under the Governance Agreement, the Province may not withhold from voting for the nominees proposed for
election in accordance with the Governance Agreement in an uncontested election unless the Province withholds from
voting for all the nominees other than the Chief Executive Officer and, at the Province’s discretion, the Chair. Where
directors have received a Majority Withheld Vote as a result of the Province withholding its vote from their election in
an uncontested election and have tendered a resignation for consideration, the Board shall take whatever actions it
determines are appropriate, and the directors who received a Majority Withheld Vote may participate in that
determination. See “– Governance Agreement – Election and Replacement of Directors – Right to Withhold Votes”.

In any other case where directors have received a Majority Withheld Vote, directors other than those who received
a Majority Withheld Vote at the same Election Meeting shall consider, and within 90 days of the Election Meeting
determine, whether or not to accept the resignation. The resignation shall be accepted absent exceptional circumstances
and is effective when accepted by the Board. A press release disclosing the directors’ determination shall be issued
promptly following such determination, and if the resignation is not accepted, will include the reasons for non-
acceptance. The majority voting policy does not apply to a contested election where the number of candidates for
director validly nominated exceeds the number of directors to be elected at that meeting.

Board Renewal

Hydro One Limited’s Board is committed to a process of renewal and succession planning for directors. In order
to assist the Nominating, Corporate Governance, Public Policy & Regulatory Committee and the Board in succession
planning for directors and appropriate Board renewal, the Board has adopted limits on Board service and a mandatory
retirement age, which are set out in Hydro One’s corporate governance guidelines (the “Corporate Governance
Guidelines”).

The Corporate Governance Guidelines provide that no non-executive director will stand for re-election at the first
annual meeting of shareholders after 12 years following the date on which the director first began serving on the Board;
provided that such a non-executive director may continue to stand for re-election, in special circumstances (including if
necessary to facilitate orderly board renewal) and on the recommendation of the Nominating, Corporate Governance,
Public Policy & Regulatory Committee, if the director continues to receive solid annual performance assessments and
meets other Board policies or legal requirements for Board service. The Corporate Governance Guidelines also provide
that no director shall be appointed or elected as a director after that person has reached 75 years of age unless otherwise
determined by the Board.
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Diversity

The Board has adopted a written board diversity policy (the “Diversity Policy”) which formalizes the Company’s
commitment to diversity and its desire to maintain a Board comprising talented and dedicated directors whose skills
and backgrounds reflect the diverse nature of the business environment in which it operates. Accordingly, the
composition of the Board is intended to reflect a diverse mix of skills, experience, knowledge and backgrounds,
including an appropriate number of women directors. The Board aspires towards a Board composition in which at least
40% of the directors of the Board are women and, initially, 40% of the directors of the Board are women (6 out of the
15). In considering the composition of the Board and the identification of qualified nominees for election as directors,
the Nominating, Corporate Governance, Public Policy & Regulatory Committee has regard to, among other things, the
Diversity Policy, and will assess the Diversity Policy’s effectiveness in promoting a diverse Board, which includes an
appropriate number of women directors, on an annual basis.

In addition to the Board’s formal Diversity Policy, Hydro One strives for an inclusive corporate culture where all
employees are valued and have equal access to opportunities and, in particular, Hydro One strives to ensure that its
gender diversity is appropriately reflected at all levels of the organization, including executive officer positions after
taking into account all relevant factors, such as merit, capability and equal treatment of employees. Of the executive
officers across Hydro One, as at June 30, 2015, approximately 26%, or 6 of 23 executive officer positions, are women.
Targets are not currently in place for the number of women in executive officer positions, and the Board has not yet
made any determination as to whether or not targets should be set for the number of women in executive officer
positions. As a new board of directors and senior leadership team were appointed in advance of this offering, the new
directors and management require an appropriate amount of time to make any determination as to whether or not such
targets should be set. For instance, in order to make such determination, it may be necessary to work with and assess
the Company’s management team, consult with the appropriate board committee(s), review the level of gender
diversity below the executive officer level and succession plans for management and to consider the relevant needs and
opportunities of the Company, its business and industry. It is anticipated that the new board of directors and
management will make such determination in due course.

Committees of the Board

The Board has established four committees: (i) the Audit Committee; (ii) the Nominating, Corporate Governance,
Public Policy & Regulatory Committee; (iii) the Health, Safety, Environment and First Nations & Métis Committee;
and (iv) the Human Resources Committee. All members of these committees will be persons determined by the Board
to be “independent” directors within the meaning of all Canadian securities laws governing the disclosure of corporate
governance practices, stock exchange rules applicable to service on the relevant committee (if any) and the Governance
Agreement. A majority of the members of each committee will be residents of Canada.

Audit Committee

The Audit Committee will consist of at least three directors, all of whom are persons determined by Hydro One to
be both “independent” (within the meaning of all Canadian securities laws and stock exchange requirements and the
Governance Agreement) and “financially literate” (within the meaning of other applicable requirements or guidelines
for audit committee service under securities laws or the rules of any applicable stock exchange, including National
Instrument 52-110 – Audit Committees). At least one member of the Audit Committee will qualify as an “audit
committee financial expert” as defined by the applicable rules of the United States Securities and Exchange
Commission. The Audit Committee will initially comprise Philip Orsino (Chair), Charles Brindamour, George Cooke,
James Hinds, Roberta Jamieson and Frances Lankin. Each of the Audit Committee members has an understanding of
the accounting principles used to prepare Hydro One’s financial statements and varied experience as to the general
application of such accounting principles, as well as an understanding of the internal controls and procedures necessary
for financial reporting. For additional details regarding the relevant education and experience of each member of the
Audit Committee, see “Directors and Management of the Company – Biographical Information”.

The Board has adopted a written charter for the Audit Committee, in the form set out under Appendix “B” to this
prospectus, which sets out the Audit Committee’s responsibilities. The Audit Committee’s responsibilities will include
overseeing: (i) the independence, qualification and appointment of external auditors; (ii) the integrity of Hydro One’s
financial statements and financial reporting process, including the audit process and Hydro One’s internal control over
financial reporting, disclosure controls and procedures and compliance with other related legal and regulatory
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requirements; (iii) the performance of Hydro One’s finance function, internal auditors and external auditors; and
(iv) the auditing, accounting and financial reporting process. The Audit Committee is also responsible for reviewing
with the external auditors and management and recommending to the Board for approval Hydro One’s annual and
quarterly results.

External Auditor Service Fees

In 2013 and 2014, Hydro One Inc. was billed the following fees by its external auditor, KPMG LLP:

Fiscal 2014 Fiscal 2013

Type of Fees Fees % of Total Fees % of Total

Audit Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $735,776 84.1% $ 807,176 78.1%
Audit-Related Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $139,083(1) 15.9% $ 204,083(2) 19.8%
Tax Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — —
All Other Fees(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — $ 21,714 2.1%
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $874,859 100% $1,032,973 100%

Notes:

(1) The nature of services rendered were: audit of the Hydro One Inc. Pension Plan, audit of the Hydro One Inc. Employees’ and Pensioners’
Charity Trust, audit of the Apprenticeship Enhancement Fund Audit, French translations, and executive expense reviews.

(2) The nature of services rendered were: audit of the Hydro One Inc. Pension Plan, audit of the Hydro One Inc. Employees’ and Pensioners’
Charity Trust, audit of the Apprenticeship Enhancement Fund Audit, French translations, incremental procedures performed over
implementation of the Customer Information System, and executive expense reviews.

(3) These fees were related to a review of the sufficiency of Hydro One Inc.’s documentation of the controls and procedures identified as addressing
certain additional laws and regulations as a result of becoming an SEC registrant.

Nominating, Corporate Governance, Public Policy & Regulatory Committee

The Nominating, Corporate Governance, Public Policy & Regulatory Committee will consist of at least three
directors, all of whom must be “independent” (within the meaning of all Canadian securities laws governing the
disclosure of corporate governance practices, stock exchange rules applicable to service on this committee and the
Governance Agreement). These individuals will be charged with reviewing, overseeing and evaluating the corporate
governance and nominating policies of Hydro One. The Nominating, Corporate Governance, Public Policy &
Regulatory Committee will initially comprise Jane Peverett (Chair), Ian Bourne, Marc Caira, Christie Clark, Kathryn
Jackson, Frances Lankin and Philip Orsino.

The Board has adopted a written charter for the Nominating, Corporate Governance, Public Policy & Regulatory
Committee setting out its responsibilities for: (i) managing and overseeing the process for nominating new directors to
the Board in accordance with the Governance Agreement; (ii) making recommendations respecting the Board’s
approach to corporate governance; (iii) planning for Chair succession; (iv) overseeing director orientation and
continuing education; (v) overseeing the Board and director performance evaluation process; (vi) making
recommendations with respect to director compensation and protection; (vii) overseeing Hydro One’s relationship with
shareholders, communities, stakeholders, electricity regulators, customers, and the Province; and (viii) the Company’s
approach to corporate social responsibility, including its sponsorship and donation program.

The Nominating, Corporate Governance, Public Policy & Regulatory Committee is also responsible for the
identification and nomination of qualified nominees for election to the Board and for making recommendations
regarding committee assignments, director compensation, and corporate governance policy for the committees and the
Board as a whole. See “– Nomination of Directors”. The Nominating, Corporate Governance, Public Policy &
Regulatory Committee is also responsible for: (i) assessing, on an annual basis, the effectiveness of the Board as a
whole, each committee of the Board, the Chair, each committee chair and each individual director (having regard to the
mandate of the Board and the mandate of the relevant committee, as the case may be) and making recommendations to
the Board; (ii) reviewing the annual Board and committee performance evaluation process itself; and (iii) reporting to
the Chair the results of both the annual assessment and performance evaluation process.

The Board believes that the members of the Nominating, Corporate Governance, Public Policy & Regulatory
Committee individually and collectively possess the requisite knowledge, skill and experience in governance and
compensation matters, including executive compensation matters and general business leadership, to fulfill the
committee’s mandate.
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Health, Safety, Environment and First Nations & Métis Committee

The Health, Safety, Environment and First Nations & Métis Committee will consist of at least three directors, all
of whom must be “independent” (within the meaning of all Canadian securities laws governing the disclosure of
corporate governance practices, stock exchange rules applicable to service on this committee and the Governance
Agreement). The Health, Safety, Environment and First Nations & Métis Committee will initially comprise Marianne
(Margaret) Harris (Chair), George Cooke, James Hinds, Kathryn Jackson, Roberta Jamieson and Gale Rubenstein. The
Health, Safety, Environment and First Nations & Métis Committee is responsible for assisting the Board in discharging
its oversight responsibilities relating to: (i) effective occupational health and safety and environmental policies and
practices at Hydro One; and (ii) Hydro One’s relationship with First Nations and Métis communities.

Human Resources Committee

The Human Resources Committee will consist of at least three directors, all of whom must be “independent”
directors (within the meaning of all Canadian securities laws governing the disclosure of corporate governance
practices, stock exchange rules applicable to service on this committee and the Governance Agreement). The Human
Resources Committee will initially comprise Ian Bourne (Chair), Charles Brindamour, Marc Caira, Christie Clark,
Marianne Harris, Gale Rubenstein and Jane Peverett. All of the committee members have gained experience in human
resources and compensation by serving as an executive officer (or equivalent) of a major organization and/or prior
service on the compensation committee of a stock exchange listed company. For additional disclosure regarding the
skills and experience that enable the members of the Human Resources Committee to make decisions on the suitability
of the Company’s compensation policies and practices, as well as the direct experience that is relevant to each
committee member’s responsibilities in executive compensation, see “Directors and Management of the Company –
Biographical Information”.

The Human Resources Committee is responsible for assisting the Board in fulfilling its oversight responsibilities
relating to the compensation, attraction and retention of key senior management. The Human Resources Committee is
responsible for assisting the Board in discharging its oversight responsibilities relating to: (i) reviewing and
recommending to the Board compensation payable, including appropriate performance incentives, to the Chief
Executive Officer and certain designated employees; (ii) reviewing the administration of employee compensation and
incentive plans and programs; and (iii) reviewing executive and director compensation disclosure to be made in the
Company’s management information circular prepared in connection with the Company’s annual meeting of
shareholders and other public disclosure as appropriate. The Human Resource Committee’s responsibilities also
include reviewing the compensation policies of the Company, ensuring that the Company’s compensation programs are
aligned with the Company’s strategic plans and risk profile, and reviewing the Company’s succession planning and
talent management processes.

EXECUTIVE COMPENSATION

Since the appointment of a new independent Board, Hydro One has been focused on recruitment of experienced
executive leadership to lead the Company through this offering, and formulate a strategy for future growth. It has also
recognized a need to implement a compensation system for incumbent management employees that is performance-
based and reflects compensation systems appropriate for similarly-situated public companies.

Hydro One’s compensation strategy is to attract, motivate and retain highly qualified executives with the skills to
sustain and develop safe, reliable and affordable services for the Company’s customers, while also aligning the
interests of executives with the Company’s shareholders. The compensation philosophy for Hydro One will reflect a
stronger alignment between pay and performance, especially over the longer term, to provide a foundation to drive
growth, deliver strong financial performance and create and sustain shareholder value. Leading compensation practices
have been adopted for new management hires, including:

• a peer group for benchmarking Chief Executive Officer and Chief Financial Officer compensation prepared,
with the assistance of the independent compensation advisor to the Human Resources Committee of the
Board, following a careful review of power generation, transmission and distribution industry peers and
comparably-sized companies with a similar business model within the broader energy industry;

• a substantially larger portion of executive compensation being variable and tied to performance over multiple
years;
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• provisions for the clawback of compensation in the event the executive is overpaid as a result of an error
resulting in a restatement of reported financial results or due to inaccurate financial data;

• no incremental benefits if there is a change in control unless there has been a termination of employment
without cause or for good reason; and

• significant share ownership requirements (which extend past retirement).

The Board also decided to introduce a new, lower cost defined contribution pension plan for externally hired
executives to be implemented in 2016 in place of Hydro One’s Defined Benefit Pension Plan.

Although some new executives have been hired on the basis of Hydro One’s new approach to executive
compensation, adjustments to the Company’s structure and compensation system have not yet been implemented as the
complexity and change related to these new structures is significant and the Board will introduce these changes for
incumbent management employees during 2016. As such, transitional arrangements are in place for 2015 and in some
cases into 2016, pending the determination and implementation of detailed initiatives consistent with the Company’s
new approach. Therefore, longer-serving members of the senior leadership team will continue to receive compensation
in line with the Company’s historic approach, pending their transition to new arrangements.

Compensation Governance

Human Resources Committee

The Human Resources Committee is responsible for assisting the Board in fulfilling its oversight responsibilities
relating to the compensation, attraction and retention of key senior management, and it will consist of at least three
directors, all of whom must be “independent” directors (within the meaning of all Canadian securities laws governing
the disclosure of corporate governance practices, stock exchange rules applicable to service on this committee and the
Governance Agreement). See “Directors and Management of the Company—Committees of the Board – Human
Resources Committee” for additional information regarding the Human Resources Committee, its mandate,
composition and the relevant experience of its members. All of the committee members have gained experience in
human resources and compensation by serving as an executive officer (or equivalent) of a major organization and/or
prior service on the compensation committee of a stock exchange listed company. For additional disclosure regarding
the skills and experience that enable the members of the Human Resources Committee to make decisions on the
suitability of the Company’s compensation policies and practices, see “Directors and Management of the Company”.

Compensation Consultant

In 2014, Hugessen Consulting Inc. (“Hugessen”), an independent consulting firm that provides advice to boards
and compensation committees on executive compensation, was retained to provide advice to the former corporate
governance and human resources committee of Hydro One Inc. with respect to the approval of Hydro One Inc.’s
performance scorecard for that year and the assessment of the year end scorecard results. In 2015, Hugessen was
engaged to assist in the development of the compensation structure for the new Board, to review and make
recommendations with respect to the development of a new compensation peer group in anticipation of the leadership
changes and this offering, conduct comparative analyses of compensation arrangements, provide advice on the new
compensation structures and arrangements for the new Chief Executive Officer and Chief Financial Officer, and more
broadly provide advice on the development of the new compensation framework to be considered for introduction in
2016.

Hugessen’s fees incurred to date during 2015 and during 2014 regarding services provided to the Company and
Hydro One Inc. are as follows:

Fiscal Year Ended Executive Compensation-Related Fees All Other Fees

December 31, 2015(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $183,222 $21,639(2)

December 31, 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 33,845 $ 0

Notes:

(1) Fees incurred up until July 31, 2015, inclusive of taxes and administration fees.

(2) Fees incurred for advice regarding director compensation.
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Compensation Discussion and Analysis

As noted above, since the appointment of the new Board, Hydro One’s approach to executive compensation has
been focussed on recruitment and retention of experienced executive leadership. Initially, with the help of its
independent compensation advisor, the Human Resources Committee focussed on developing a market competitive
approach to compensation targeting total direct compensation for executives consistent with similarly-positioned
executives at comparable publicly-traded companies. Thus far, the Board of Hydro One has successfully recruited
Mayo Schmidt as President and Chief Executive Officer and Michael Vels as Chief Financial Officer.

The following section discusses the compensation structure, programs and significant elements of compensation
for Mayo Schmidt and Michael Vels and the Company’s approach to executive compensation going forward. This
section also references compensation arrangements for the three next most highly compensated executive officers who
are continuing to provide services to the Company and its subsidiaries, being: Carmine Marcello, Special Advisor to
the Chief Executive Officer and to Chair of the Board; Sandy Struthers, Chief Operating Officer; and Robert Cultraro,
Senior Vice President and Chief Investment and Pension Officer. Collectively, these five executive officers are the
Company’s Named Executive Officers (“NEOs”).

Approach to Compensation

Hydro One’s compensation strategy is to attract, motivate and retain highly qualified executives with the skills to
sustain and develop safe, reliable, and affordable services for the Company’s customers while also aligning the
interests of the executives with the Company’s shareholders. The Company’s executive compensation framework is
based on the following objectives and principles:

• Support Business Strategy – support the achievement of Hydro One’s short term and long term corporate
objectives, future work and infrastructure program, and be consistent with Hydro One’s vision, mission and
core values;

• Market Competitive – facilitate attraction of new talent and foster retention of existing employees;

• Performance Focus – reflect a strong pay-for-performance philosophy by delivering a substantial proportion
of total compensation using variable pay primarily tied to the Company’s performance with some element of
individual performance, and the majority of variable compensation tied to long term performance; and

• Shareholder Alignment – focus on specific performance objectives that contribute to the enhancement of
shareholder value in the long term.

Benchmarking and Pay Positioning for New Chief Executive Officer and New Chief Financial Officer

The Company’s compensation philosophy is to provide total compensation opportunities that are competitive in
the context of relevant peer groups for various management levels. For purposes of recruiting Hydro One’s new Chief
Executive Officer and Chief Financial Officer, the Company identified a primary reference group consisting of the four
largest utilities listed on the TSX plus four other TSX listed companies within the broader energy industry of
comparable size and scope of operations to Hydro One. These eight companies are listed in the following table:

Compensation Peer Group

Fortis Inc. ATCO Inc.

Emera Incorporated TransAlta Corp.

Pembina Pipeline Corporation Keyera Corp.

AltaGas Ltd. Inter Pipeline Ltd.

In selecting this group of peers, the Company considered scoping criteria that are reflective of the size, scale and
complexity of the businesses, including revenue, assets, market capitalization and enterprise value. Companies were
selected generally based on a range of approximately 0.5x to 2.0x Hydro One’s positioning on specific criteria.
Following the closing of this offering, Hydro One is expected to be relatively large by all such metrics, as summarized
in the following chart (attributable to the fact that there are few Canadian publicly traded similar businesses).
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(2) It is expected that the “Market Capitalization” and “Total Enterprise Value” of Hydro One following completion of this offering will be in the

upper quartile of its comparator group.
(3) Last twelve months’ total assets and total revenues are calculated as at June 30, 2015.
(4) Information in this chart was prepared by Hugessen using data from S&P Capital IQ.

For additional context, the Human Resources Committee also considered a subgroup of members of the S&P/TSX
60 index companies consisting of the 30 members of such index with the lowest market capitalization, as Hydro One
was expected to be of comparable size to such companies (the “Smaller Subgroup S&P/TSX60”). These 30 members
are listed in the following table:

Smaller Subgroup S&P/TSX60 Companies

Agnico Eagle Mines Limited Gildan Activewear Inc.

ARC Resources Ltd. Kinross Gold Corporation

BlackBerry Limited Metro Inc.

Bombardier Inc. National Bank of Canada

Cameco Corporation Pembina Pipeline Corporation

Canadian Oil Sands Limited Penn West Petroleum Ltd.

Canadian Tire Corp. Ltd. Power Corporation of Canada

Cenovus Energy Inc. Saputo Inc.

CGI Group, Inc. Shaw Communications, Inc.

Eldorado Gold Corporation Silver Wheaton Corp.

Encana Corporation SNC-Lavalin Group Inc.

Enerplus Corporation Talisman Energy Inc.

First Quantum Minerals Ltd. Teck Resources Limited

Fortis Inc. TransAlta Corp.

George Weston Limited Yamana Gold, Inc.
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The target total direct pay for 2016 for the new Chief Executive Officer and Chief Financial Officer was set by the
new Board, taking a range of factors into account, including the benchmarking results, and the fact that arrangements
were agreed upon with each candidate in the context of a thorough executive search process with specific requirements
for each role requiring a high level of skill and proven experience with large, complex publicly traded enterprises.
Target total direct pay includes base salary, target short term incentive and target long term incentive. The target total
direct pay for the Chief Executive Officer for 2016 is positioned close to the average of the four other large utilities
(although Hydro One is the largest of them all based on the various metrics noted above), and is in the bottom quartile
of the Smaller Subgroup S&P/TSX60. Similarly, the target total direct pay for the Chief Financial Officer is in the
bottom quartile of the Smaller Subgroup S&P/TSX60. The target total direct pay for 2016 for each of these two
executive officers is summarized in the table below.

Base Salary
Target Short Term

Incentive
Target Long Term

Incentive
Target Total Direct

Compensation

Chief Executive Officer . . . . . . . . . . . . . . . . . . . . . $850,000 $765,000 $2,385,000 $4,000,000
Chief Financial Officer . . . . . . . . . . . . . . . . . . . . . . $500,000 $300,000 $ 700,000 $1,500,000

Components of Compensation

Overall compensation will include base salary, annual short term incentives, and long term incentives, as well as
benefits. Realized compensation will be dependent on achieved Company and individual performance. The Human
Resources Committee has not yet made any determination as to the types of awards to be granted and the performance
objectives to be used in respect of both the Long Term Incentive Plan (described below under “– Long Term Incentive
Plan”) and the Short Term Incentive Plan (described below under “– Short Term Incentive Plan”). The Company
expects that these determinations will be made in 2016.

The table below describes the proposed components of compensation for the Company’s Chief Executive Officer
and Chief Financial Officer for 2016. As described under “– Transitional Arrangements” below, for 2015 the Chief
Executive Officer and Chief Financial Officer are entitled to receive a cash payment equal to the sum of their
annualized target short term incentive and annualized long term incentive pro rated for the length of their service in
2015. Compensation for 2015 for the other NEOs, by contrast, does not include any long term incentive component and
a substantially higher proportion of compensation is fixed.

Component Objectives

F
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ed

Base Salary • Attract and retain talent, as well as provide a predictable and steady
income.

• Annual base salaries are based on job function, individual performance and
experience, market competitiveness, and internal equity considerations.

Pension and Benefits • NEOs participate in benefit programs (including registered pension plans
and supplementary pension plans) and flexible benefits plans available to
all employees.

• Provide market-competitive benefits to attract and retain talent.

V
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Short Term Incentive • Primarily motivate and reward achievement of annual corporate business
and financial performance objectives. In addition, a portion of annual
incentives are tied to an element of individual performance.

• Incentive targets are based on market competitiveness, measured with
reference to business and industry performance benchmarks set by the
Board.

Long Term Incentive • Motivate and align executives with long term strategy and shareholders’
interests.
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Fixed Compensation

Base Salary

Base salary is provided as a fixed source of compensation for the NEOs in connection with their day-to-day
ongoing performance. Initial base salary levels for the NEOs have been determined after review of the competitive
compensation practices of peer groups giving consideration to the overall level of pay competitiveness and the
performance of the NEO. Adjustments to base salaries will be determined annually and may be increased based on the
executive’s success in meeting or exceeding individual objectives and an assessment of the competitiveness of current
compensation. Additionally, base salaries can be adjusted as warranted throughout the year to reflect promotions or
other changes in the scope of breadth of an executive’s role or responsibilities, as well as to maintain market
competitiveness.

Pension and Benefits

The Board has decided to introduce a new, lower cost defined contribution pension plan. The Chief Executive
Officer and Chief Financial Officer are entitled to participate in such defined contribution pension plan and
supplementary executive retirement plan when they are established in 2016. NEOs other than the Chief Executive
Officer and Chief Financial Officer currently participate in Hydro One’s Defined Benefit Pension Plan. The Company
has closed participation in Hydro One’s Defined Benefit Pension Plan to externally hired Company management
entrants. See “– Existing Pension Arrangements”.

The NEOs participate in benefit programs and in a flexible benefits plan, which is also available to all other
management employees. The flexible benefits plan provides various benefits, including life insurance, vacation and
health care benefits. Hydro One provides to each executive and management employee certain core benefits, which
include basic life insurance, accident insurance, extended health benefits, dental, sick leave and long term disability,
pension and basic vacation. However, benefits are not intended to be a significant element of compensation for the
NEOs.

Variable Compensation

Short Term Incentives

The Company will adopt for 2016 a short term incentive plan (“Short Term Incentive Plan”) designed to
motivate NEOs to achieve the Company’s short term corporate goals, and rewards individual and overall Hydro One
performance. See “– Short Term Incentive Plan”.

Incentives will have a high degree of focus on key drivers of shorter term success and will be linked to the annual
business planning cycle. Bonus targets will vary by position and will be reviewed periodically to ensure market
competitiveness. Performance is intended to be measured based on a combination of both Company and individual
performance measures.

Long Term Incentives

The Company’s Long Term Incentive Plan, described below under “– Long Term Incentive Plan”, allows the
Board to grant long term incentives to the NEOs, senior executive team, and other management executives consistent
with the provisions of the plan. Long term incentives are designed to align executive long term interests with those of
the Company’s shareholders. The mix of long term incentive vehicles has not been determined and, accordingly, the
Long Term Incentive Plan provides flexibility to award a range of vehicles, including restricted share units (“RSUs”),
performance share units (“PSUs”), stock options (“Options”), share appreciation rights, restricted shares, deferred
share units and other share-based awards. The mix of vehicles is intended to vary by role to recognize the level of
executive accountability for overall business performance, but for the executive officers is intended to include some
combination of:

• Grants of Options to be used in a targeted way, to focus the NEOs and senior executive team on activities
aimed at maximizing long term shareholder value;

• Performance-vesting PSUs to be used to encourage the NEOs, senior executive team and other executives to
achieve specific corporate objectives; and

• Time-vesting RSUs to be used to attract and retain executives and other management employees.
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Transitional Arrangements

Hydro One has for several years applied compensation practices that are consistent with the Broader Public
Sector Accountability Act, 2010 (Ontario) (the “BPSAA”). The BPSAA imposes compensation restraint measures on
the compensation plans of defined designated executives from March 31, 2012 until such time as the Province
proclaims that the restraint measures have expired, which cannot be before the fiscal year in which the Province no
longer has a deficit. Effective from June 4, 2015, the BPSAA is no longer applicable to Hydro One. In addition, as of
June 4, 2015, the Broader Public Sector Executive Compensation Act, 2014 (Ontario) (the “BPSECA”), legislation
which would otherwise have applied to Hydro One in the place of the BPSAA, also does not apply to Hydro One.
Hydro One’s Chief Executive Officer and Chief Financial Officer were retained after the BPSAA ceased to apply to the
Company and their compensation arrangements reflect Hydro One’s new approach to executive compensation.

While the legislative requirements of the BPSAA and BPSECA no longer apply to the Company, the
compensation of the other NEOs continues to be governed by Hydro One’s prior arrangements and practices.
Compensation for 2015 for the other NEOs also reflects consideration of a separate compensation peer group
consisting of 30 Canadian-based entities (15 public and 15 private) selected based on criteria such as organizations
with revenue of at least $1 billion, reporting in the heavy industrial sector, with a large unionized workforce, a pay-for-
performance culture, and many engineering/technologist job positions.

These 30 companies are listed in the following table:

Public Sector Private Sector

Atomic Energy of Canada Limited ArcelorMittal Canada
Business Development Bank of Canada Amec Americas Limited
Canada Mortgage and Housing Corporation Barrick Gold Corporation
Canadian Standards Association/CSA Group Bombardier Transportation Canada Inc.
Enersource Hydro Mississauga Inc. Bruce Power LP
Farm Credit Canada Canadian National Railway Company
Government of Ontario Fortis Inc.
Hydro Ottawa Limited FortisBC Energy Inc.
NB Power Holding Corporation Glencore
Ontario Power Authority Goldcorp Inc.
Ontario Power Generation Newfoundland Power Inc.
Royal Canadian Mint Siemens Canada Limited
SaskEnergy Incorporated Suncor Energy Inc.
Sask Tel Ultramar Ltée
Toronto Hydro Vale Canada
Total: 15 Total: 15

For 2015, the NEOs other than the Chief Executive Officer and Chief Financial Officer have a maximum
allowable short term incentive fixed at a percentage of their salary. Also, such NEOs are not entitled to long term
incentive compensation as for 2015 Hydro One did not have a long term incentive compensation component in its
compensation program.

Certain transitional arrangements are in place in respect of short term incentives and long term incentives for the
Chief Executive Officer and the Chief Financial Officer for 2015, as they were both hired in the second half of the
current year. Pursuant to the terms of their employment arrangements, the Chief Executive Officer and the Chief
Financial Officer are entitled to receive a cash payment equal to their target short term incentive payment pro rated for
the length of their service in 2015. No long term incentive payments will be awarded for 2015. However, under their
employment agreements, the Chief Executive Officer and the Chief Financial Officer are each entitled to receive a cash
payment in lieu of a long term incentive award equal to his annualized target long term incentive award pro rated for
his length of service in 2015. Cash received in lieu of a long term incentive award for 2015 will be paid in early 2016.
Each of the Chief Executive Officer and the Chief Financial Officer will be required to take the after-tax amount
received from such payment in lieu of a long term incentive award to purchase shares on the open market in order to
accelerate achievement of share ownership guidelines.
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For NEOs other than the Chief Executive Officer and the Chief Financial Officer, no target compensation levels
were established for 2015. The Company’s intention is that in time all of its executive officers will be compensated in a
manner generally consistent with the philosophy and direction reflected in the Company’s arrangements with its Chief
Executive Officer and Chief Financial Officer. For 2016, it is anticipated that the Board will set business and industry
performance benchmarks for incentive awards, the Company will establish target awards for all executive officers
measured with reference to such benchmarks and the Board will grant awards to executive officers under the Long
Term Incentive Plan.

Compensation Mix

For the Chief Executive Officer and Chief Financial Officer, target total direct compensation will consist of the
elements noted below. Determinations for the other NEOs have not yet been made.

Chief Executive Officer Chief Financial Officer

Target
Percentage total direct

compensation Target
Percentage of total direct

compensation

Base Salary . . . . . . . . . . . . $850,000 21% $500,000 33%
Short Term Incentive(1) . . . 90% of base salary 19% 60% of base salary 20%
Long Term Incentive(2) . . . 280% of base salary 60% 140% of base salary 47%

Notes:

(1) Each of the Chief Executive Officer and the Chief Financial Officer may elect to receive up to 100% of his annual incentive bonus as deferred
share units.

(2) In addition to its general discretion with respect to long term incentive awards, the Board has the discretion to vary the actual award level for the
long term incentive from 75% to 125% of the target award level based on a range of factors, including individual executive performance and
company performance.

Compared to existing compensation arrangements in place for the other NEOs, the compensation mix for the
Chief Executive Officer and Chief Financial Officer reflects relatively lower salaries and short term incentives, but a
relatively greater proportion of variable “at risk” compensation, in each case as a percentage of total direct
compensation awarded.

Compensation Risk Management

Hydro One intends to structure its compensation program to employ the procedures designed to avoid any
excessive risks which may result from the implementation of its executive compensation policy and practices. Such
procedures are intended to include:

Pay Mix The variable component of Hydro One’s compensation program (which includes
both short term and long term incentives) represents a sufficient percentage of
“at-risk” compensation to motivate executives and other employees of the
Company to focus on both short term and long term results and performance
criteria.
Elements of compensation, together, ensure a balance in the mix of fixed and
variable compensation, short term and long term incentives, cash versus equity, and
performance-based versus time-based awards.

Capped Payouts The maximum amount an executive can receive under the Short Term Incentive
Plan is intended to be capped at not more than 200% of the target level.

Effective Design of
Long Term Incentive Mix

Long term incentives will vest over time, either in instalments or via cliff-vesting.
A balance of time-vesting and performance-vesting long term incentives and varied
performance measures mitigate against taking short term risks and aligns
management with longer-term shareholder interests.
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Hydro One intends to implement a compensation program which provides an appropriate balance of risk and
reward consistent with the risk profile of the Company. Hydro One seeks to ensure that its compensation practices do
not encourage excessive risk-taking behaviour by the executive team.

All of Hydro One’s directors, officers (including the NEOs) and employees will be subject to the Company’s
insider trading policy, which will, among other things, prohibit trading in the securities of the Company while in
possession of material undisclosed information concerning the Company. Further, such individuals will be prohibited
from undertaking certain types of trades in securities of the Company which can raise particular concerns about
potential breaches of applicable securities law or that the interests of the persons making the trade are not aligned with
those of the Company.

All grants under the Long Term Incentive Plan will be subject to clawback by the Company in certain
circumstances. See “– Long Term Incentive Plan”.

Summary Compensation Table

The following table summarizes the compensation the Company intends to pay its NEOs for the year ending
December 31, 2015, Hydro One Limited’s first fiscal year as a public company.

Non-equity incentive
plan compensation

($)

Name and Principal Position Year
Salary(1)

($)

Share-
based

awards
($)

Option-
based

awards
($)

Annual
incentive

plans
($)

Long-
term

incentive
plans

($)

Pension
value

($)

All other
compensation(2)(3)

($)

Total
compensation

($)

Mayo Schmidt . . . . . . .
President and Chief

Executive Officer . . . . 2015 281,154 Nil Nil 253,038(4) Nil 37,956(5) 787,231(4) 1,359,379
Michael Vels . . . . . . . .
Chief Financial

Officer . . . . . . . . . . . . 2015 253,846 Nil Nil 152,308(6) Nil 34,269(5) 355,385(6) 795,808
Carmine Marcello . . . . .
Special Advisor to the

Chief Executive
Officer and Chair of
the Board . . . . . . . . . . 2015 525,000 Nil Nil 205,542(7) Nil (619,000)(8) 407,500(9) 519,042

Sandy Struthers . . . . . .
Chief Operating

Officer . . . . . . . . . . . . 2015 435,000 Nil Nil 161,333(7) Nil (2,000)(8) Nil 594,333
Robert Cultraro . . . . . . .
SVP, Chief Investment

and Pension
Officer . . . . . . . . . . . . 2015 250,000 Nil Nil 116,667(7) Nil 54,000(8) Nil 420,667

Notes:

(1) Base salaries presented are amounts expected to be paid for fiscal 2015 (pro rated in the case of the Chief Executive Officer and the Chief
Financial Officer to reflect their respective start dates).

(2) As a percentage of annualized base salary, represents grant date target fair value (and financial statement amounts) of awards under the Long
Term Incentive Plan at 280% for Mr. Schmidt and 140% for Mr. Vels. See “– Long Term Incentive Plan”.

(3) None of the NEOs are entitled to perquisites or other personal benefits which, in the aggregate, are worth over $50,000 or over 10% of their
annualized base salary for 2015.

(4) For 2015 only, in place of his long term incentive, Mr. Schmidt will receive a cash payment in respect of his target long term incentive award of
280% of base salary and a payment in respect of his target short term incentive award of 90% of base salary, in each case pro-rated from his
September 3, 2015 start date.

(5) The 2015 compensatory value is equal to the expected contribution in respect of expected 2015 earnings expected to be remitted to a defined
contribution supplementary executive retirement plan established following the closing of this offering. The terms of the defined contribution
supplementary executive retirement plan are not currently known. The Company anticipates that the 2015 contribution will be credited to the
defined contribution supplementary executive retirement plan during 2016 and it is not expected that this contribution will be increased with
interest. Accordingly, no interest has been included in the non-compensatory element of the pension table.
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(6) For 2015 only, in place of his long term incentive, Mr. Vels will receive a cash payment in respect of his target long term incentive award of
140% of base salary and a payment in respect of his target short term incentive award of 60% of base salary, in each case pro-rated from his
July 1, 2015 start date.

(7) Represents the three-year average of the actual percentage of base salary paid on short term incentive, multiplied by the base salary for the
respective NEO for 2015. Short term incentive payable to incumbent management executives is capped as a percentage of base salary at 65% for
Mr. Marcello, 60% for Mr. Struthers and 60% for Mr. Cultraro. Incumbent management executives have historically received short term
incentive awards at below the capped amounts.

(8) The pension value will include a combination of annual current service cost as well as the past service impact of other compensating amounts.
The pension plan provides a benefit, in respect of all years of service, which is based on each plan member’s highest average earnings at the time
of his or her termination or retirement. The value of the increase or decrease in the present value of the defined benefit obligation is affected by
differences between actual compensation for the year and the earnings increase assumptions for the year, assumed at the end of the prior year.
When the actual earnings increase is not in line with the assumed level, it impacts the total defined benefit obligation in respect of past service. If
the expected highest average earnings based on the most recent information is lower than the highest average earnings based on the prior year
estimate, it results in a decrease in the defined benefit obligation. For certain NEOs, this has resulted in a negative pension value. See “– Existing
Pension Arrangements”.

(9) Mr. Marcello will receive payment on December 31, 2015 for an amount equivalent to 6-months of his base salary plus 50% of his short term
incentive payment for 2014 with respect to his provision of continuity services to the Chief Executive Officer and to the Chair of the Board,
provided he continues to devote his full time and attention to his responsibilities at Hydro One to such date.

Long Term Incentive Plan (“Long Term Incentive Plan”)

The Board has adopted the Long Term Incentive Plan effective August 31, 2015 and all equity-based awards to be
settled in newly-issued shares will be granted under the Long Term Incentive Plan. In the future, the Company may
consider adopting other long term incentive plans where awards will be settled in cash or market-purchased shares. The
following summary describes the material terms of the Long Term Incentive Plan. This summary of the Long Term
Incentive Plan is not a complete description of all provisions of the Long Term Incentive Plan and is qualified in its
entirety by reference to the Long Term Incentive Plan.

Administration

The Long Term Incentive Plan is administered by the Human Resources Committee. The Human Resources
Committee has the authority to, among other things, determine eligibility for awards to be granted, determine, modify
or waive the type or types of, form of settlement (whether in cash, common shares or other property) of, and terms and
conditions of awards, to accelerate the vesting or exercisability of awards, to adopt rules, guidelines and practices
governing the operation of the Long Term Incentive Plan as the Human Resources Committee deems advisable, to
interpret the terms and provisions of the Long Term Incentive Plan and any award agreement, and to otherwise do all
things necessary or appropriate to carry out the purposes of the Long Term Incentive Plan. The Human Resources
Committee’s decisions with respect to the Long Term Incentive Plan and any award under the Long Term Incentive
Plan are binding upon all persons.

Eligibility

Hydro One’s key employees who, in the opinion of the Human Resources Committee, have the capacity to
contribute to the Company’s and the Company’s affiliates’ success are eligible to participate in the Long Term
Incentive Plan. Non-employee directors on the Board are not entitled to receive awards under the Plan.

Authorized Shares

Subject to adjustment, as described below, the maximum number of common shares that are available for issuance
under the Long Term Incentive Plan is 11,900,000 common shares, representing 2% of the common shares issued and
outstanding on the completion of this offering. The maximum number of common shares which may be issued as
RSUs, PSUs or deferred share units (“DSUs”) is 4,760,000 common shares, representing 0.8% of the common shares
issued and outstanding on the completion of this offering.

Common shares subject to an award that, for any reason expires without having been exercised, is cancelled,
forfeited or terminated or otherwise is settled without the issuance of shares, will again be available for grant under the
Long Term Incentive Plan. The grant of a tandem award of an Option and a share appreciation right (“SAR”) will
reduce the number of common shares available for awards under the Long Term Incentive Plan by the number of
common shares subject to the related Option (and not as to both awards). To the extent consistent with applicable legal
requirements (including applicable stock exchange requirements), common shares issued under awards of an acquired
company that are converted, replaced or adjusted in connection with the acquisition will not reduce the number of
shares available for awards under the Long Term Incentive Plan.
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Types of Awards

The Long Term Incentive Plan provides for awards of Options, SARs, RSUs, PSUs, restricted shares, DSUs, and
other share-based awards. Eligibility for Options is limited to the Company’s employees. Dividend equivalents may
also be provided in connection with an award under the Long Term Incentive Plan.

• Options and SARs. The exercise price of a stock option, and the base price against which a SAR is to be
measured, may not be less than the fair market value of the common shares on the date of grant. The Human
Resources Committee will determine the time or times at which Options or SARs become exercisable and the
terms upon which such awards remain exercisable. The maximum term of Options and SARs is ten years.
However, if an award is scheduled to expire during, or within five business days after, a period imposed by
Hydro One Limited restricting employees from engaging in any open-market sales of the common shares,
then the award shall expire ten business days after such restricted trading period is lifted by Hydro One
Limited.

A SAR that is granted in tandem with a stock option will become vested and exercisable on the same date or
dates as the related stock option and may only be exercised upon the surrender of the right to exercise the
related option for an equivalent number of common shares.

• RSUs. An RSU award is an award that entitles the participant to receive common shares in the future. The
delivery of common shares under an RSU award may be subject to the satisfaction of performance conditions
or other vesting conditions.

• PSUs. A performance share unit is an award that entitles the participant to receive common shares in the
future, but the vesting, settlement or exercisability of which is subject to specified performance criteria.

• Restricted shares. A restricted share award is an award of common shares subject to forfeiture restrictions.

• DSUs. A DSU is an award that entitles the participant to receive common shares following termination of
employment or service with the Company. DSUs may be subject to performance conditions or other vesting
conditions.

• Other awards. Other awards are awards that are convertible into or otherwise based on the common shares.

Performance Awards

The Long Term Incentive Plan provides for the grant of PSUs and allows awards to be made based upon, and
subject to achieving, performance objectives. Performance objectives may relate to any, or any combination, of the
following: shareholder return; net income or earnings measures, whether or not on an adjusted basis; return on equity;
one or more operating ratios; share price; cash flow measures, whether or not on an adjusted basis; expenses; capital
expenditures; working capital levels; borrowing levels, leverage ratios or credit rating measures; workplace safety
goals; workforce satisfaction and diversity goals; employee retention; completion of key projects; implementation and
achievement of synergy targets; joint ventures and strategic alliances; customer satisfaction measures; acquisitions and
divestitures; and financings (issuance of debt or equity). When establishing performance objectives, the Human
Resources Committee may exclude any or all “extraordinary items” as determined under applicable accounting
standards. The foregoing list is for illustration only and is not exclusive.

Performance objectives may be measured either in absolute terms or relative to the performance of one or more
similarly situated companies or a published index covering the performance of a number of companies and determined
either on a consolidated basis or, as the context permits, with respect to one or more business units, divisions,
subsidiaries, products, projects or geographic locations, or on combinations thereof.

The Human Resources Committee may provide that performance objectives will be adjusted in an objectively
determinable manner to reflect events occurring during the performance period that affect the applicable performance
objective.

Limits on Grants of Awards

The maximum aggregate number of common shares issuable to insiders of Hydro One at any time and the
maximum aggregate number of common shares issued to an insider of Hydro One within any one year period under the
Long Term Incentive Plan, and any other Hydro One security based compensation arrangements involving the newly-
issued common shares, is 10% of the issued and outstanding common shares.
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Vesting; Termination of Employment or Service

The Human Resources Committee has the authority to determine the vesting schedule applicable to each award,
and to accelerate the vesting or exercisability of any award. The Human Resources Committee will determine the effect
of termination of employment or service on an award. Unless otherwise provided by the Human Resources Committee,
upon a termination of a participant’s employment or service under the following circumstances, the following
treatment will apply:

• Death and Disability. A portion of the next instalment of any awards due to vest shall immediately vest, such
portion to equal to the number of awards next due to vest multiplied by a fraction the numerator of which is
the number of days elapsed since the date of vesting of the last instalment of the awards (or if none have
vested, the date of grant) to the date of death or disability and the denominator of which is the number of
days between the date of vesting (or date of grant) and the date of vesting of the next instalment. Any
associated performance targets will be deemed to have been met at the target performance level. Awards that
have vested but are subject to exercise will remain exercisable until the earlier of 90 days after the
participant’s death, disability, or the award’s normal expiration date.

• Retirement. All unvested awards shall continue to vest and be settled and exercised in accordance with their
terms. A “Retirement” means a termination of employment where (a) in the case of the Chief Executive
Officer and the Chief Executive Officer’s direct reports, the retirement has been approved by the Board and
the participant complies with such conditions as the Board may require, and in the case of other participants
participating in the Hydro One Defined Benefit Pension Plan, the participant qualifies for retirement
according to Plan rules and takes an immediate pension without obtaining access to the commuted value, and
in the case of other participants participating in the new Hydro One defined contribution pension plan, the
participant has reached age 65 with a minimum of 5 years of service or such lesser age and/or service
thresholds as Hydro One may determine; (b) the participant has given formal notice of their intention to retire
six months in advance or such lesser period as the Human Resources Committee may approve; (c) no cash
severance payment or retirement allowance or equivalent is paid; and (d) the participant has complied with
such transitional activities as may be reasonably required by Hydro One until the date the participant has
ceased active employment.

• Resignation by Participant (other than pursuant to a Retirement). All unvested awards will be forfeited.
Awards subject to exercise will remain exercisable until the earlier of 90 days after the participant’s
termination of employment or the award’s normal expiration date.

• Termination by the Company for cause. All awards, whether vested or unvested, will be forfeited and
cancelled.

• Termination by the Company other than for cause. Awards other than Options and SARs will be forfeited.
Options and SARs, to the extent vested, will remain exercisable until the earlier of 90 days after the
participant’s termination of service or the award’s normal expiration date.

• Termination by the Company other than for cause within 12 months following a change in control. To the
extent granted prior to the time of the change in control and then outstanding, all time-based awards will vest
and be exercised or settled in accordance with their terms.

Non-Transferability of Awards

Awards under the Long Term Incentive Plan may not be sold, assigned, transferred, pledged or otherwise
encumbered other than by the laws of succession or descent and distribution or, in the case of awards other than
Options, to a permitted assign (within the meaning of the National Instrument 45-106 Prospectus Exemptions of the
Canadian Securities Administrators).

Recovery of Compensation

The Human Resources Committee may provide that an award may be subject to potential cancellation,
recoupment, rescission, payback or other action in accordance with the terms of any clawback, recoupment or similar
policy adopted by the Company or as otherwise required by law or applicable stock exchange listing standards.
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Change in Control

Subject to certain exceptions, in the event of a transaction pursuant to which a person or group (other than Hydro
One Limited or a subsidiary of Hydro One Limited or the Province of Ontario) acquires direct or indirect beneficial
ownership of, or acquires the right to exercise control or direction over, more than 50% of the outstanding voting
securities of Hydro One Limited, including as a result of a take-over bid, an exchange of securities, an amalgamation,
an arrangement, a capital reorganization or any other business combination or reorganization; the sale of all or
substantially all of the assets of Hydro One Limited, other than to a wholly-owned subsidiary of Hydro One Limited;
certain instances involving the dissolution or liquidation of Hydro One Limited; the acquisition of Hydro One in certain
situations via consolidation, merger, exchange of securities, purchase of assets, amalgamation, statutory arrangement or
otherwise; or as the Board may determine, the Human Resources Committee may provide for the conversion or
exchange of outstanding awards for new awards or other securities of substantially equivalent value (or greater value)
in any entity participating in or resulting from the change in control, or, if no equivalent awards are available, for the
accelerated vesting or delivery of shares under awards, or for a cash-out of outstanding awards. The ownership of
common shares of Hydro One Limited by the Province, together with the 10% ownership restriction referred to in
“Governance and Relationship with Principal Shareholders”, makes it less likely that such a change of control would
occur.

Certain Adjustments

In the event of an extraordinary dividend, share dividend, share split or share combination (including a reverse
stock split) or any recapitalization, business combination, merger, consolidation, spin-off, exchange of shares,
liquidation or dissolution of Hydro One Limited or other similar transaction affecting the common shares, the Human
Resources Committee will make adjustments as it determines in its sole discretion to the number of shares available for
issuance under the Long Term Incentive Plan and/or the terms of any award, and the maximum number of shares that
may be issued. The Human Resources Committee may also make adjustments of the type described in the preceding
sentence to take into account distributions and events other than those listed above if it determines that adjustments are
appropriate to avoid distortion in the operation of the Long Term Incentive Plan.

Amendment; Termination

The Human Resources Committee may amend the Long Term Incentive Plan or outstanding awards, or terminate
the Long Term Incentive Plan as to future grants of awards, except that the Human Resources Committee will not be
able to alter the terms of an award if it would affect materially and adversely a participant’s rights under the award
without the participant’s consent (unless expressly provided in the Long Term Incentive Plan or the right to alter the
terms of an award was expressly reserved by the Human Resources Committee at the time the award was granted).
Shareholder approval will be required for any amendment to the Long Term Incentive Plan that increases the number
of common shares available for issuance under the Long Term Incentive Plan or the individual award limitations
specified in the Long Term Incentive Plan (except with respect to certain adjustments described above), permits non-
employee directors to receive awards under the Long Term Incentive Plan, allows Options to be issued with an exercise
price below fair market value on the date of grant, extends the term of any award granted under the Long Term
Incentive Plan beyond its original expiration date or permits an award to be exercisable beyond 10 years from its grant
date (except where an expiration date would have fallen within a blackout period of Hydro One Limited), permits
awards to be transferred other than for normal estate settlement purposes, or deletes or reduces the range of
amendments which require approval of the holders of voting shares of Hydro One Limited.

Short Term Incentive Plan

The Board will adopt a Short Term Incentive Plan for 2016 and future years. Cash award opportunities for
executive officers, including the NEOs, and other management employees will be granted under the Short Term
Incentive Plan. This summary is not a complete description of all provisions of the Short Term Incentive Plan and is
qualified in its entirety by reference to the Short Term Incentive Plan.

For 2015, the short term incentive entitlement of NEOs other than the Chief Executive Officer and Chief Financial
Officer will be determined in accordance with Hydro One’s existing short term incentive plan. On a transitional basis,
the Chief Executive Officer and Chief Financial Officer will receive a fixed amount in lieu of short term incentive
equal to a pro rated portion of their respective annual target short term incentive opportunity.
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Administration

The Short Term Incentive Plan will be administered by the Human Resources Committee. The Human Resources
Committee has authority to interpret the Short Term Incentive Plan and awards granted under it, to determine eligibility
for awards and to do all things necessary to administer the Short Term Incentive Plan. Any interpretation or decision by
the Human Resources Committee will be final and conclusive on all participants.

Short Term Incentive Plan Participation

Executive officers and other management employees of the Company will be selected from time to time by the
Human Resources Committee to participate in the Short Term Incentive Plan.

Awards

With respect to each award granted under the Short Term Incentive Plan, the Human Resources Committee will
establish the performance criteria applicable to the award and the period over which performance will be measured, the
amount or amounts payable if the performance criteria are achieved, and such other terms and conditions as the Human
Resources Committee deems appropriate.

Performance Criteria

Awards under the Short Term Incentive Plan will be made based on, and subject to achieving, performance
criteria established by the Human Resources Committee, which may be applied to a participant or participants on an
individual basis, to a business unit or division, or to the Company as a whole.

Payment under an Award

A participant will be entitled to payment under an award only if all conditions of payment have been satisfied in
accordance with the Short Term Incentive Plan and the terms of the award. The Human Resources Committee will
determine the payment date or dates for awards under the Short Term Incentive Plan, which will generally be no later
than mid-March of the calendar year following the year in which the relevant performance period ended. Following the
close of the performance period, the Human Resources Committee will determine whether and to what extent the
applicable performance criteria have been satisfied. The Human Resources Committee will then determine the actual
payment, if any, under each award. The Human Resources Committee has the sole and absolute discretion to reduce the
actual payment to be made under any award. A participant may defer payment of an award subject to the requirements
of applicable law.

Recovery of Compensation

Awards under the Short Term Incentive Plan will be subject to forfeiture, termination and rescission, and a
participant who receives a payment pursuant to the Short Term Incentive Plan may be obligated to return such payment
to the Company, in accordance with the terms of any clawback, recoupment or similar policy adopted by the Company,
or as otherwise required by law or applicable stock exchange listing standards.

Amendment

The Human Resources Committee may amend the Short Term Incentive Plan at any time.

Pension Plan Benefits

New Pension Arrangements

The Company intends to establish a defined contribution registered pension plan for employees in respect of
services provided. The Company will match the contributions of participating employees to the defined contribution
pension plan on the basis and to the extent of the percentages specified in the plan. The Chief Executive Officer and
Chief Financial Officer will participate in the defined contribution pension plan and supplementary executive
retirement plan when they are established in 2016.

149



The Company expects to make a contribution to Mr. Schmidt’s and Mr. Vels’ pension arrangements in respect of
2015, once these are established following closing of this offering. In each case, the contribution will be based on 9%
of his base salary plus short term incentive (up to a maximum of 50% of base salary) pro rated for the period since his
date of hire. The terms of the defined contribution supplementary executive retirement plan are not currently known.
The Company anticipates that the 2015 contribution will be credited to the defined contribution supplementary
executive retirement plan during 2016 and it is not expected that this contribution will be increased with interest.

Existing Pension Arrangements

The Company established a defined benefit registered pension plan (the “Hydro One Defined Benefit Pension
Plan”) on December 31, 1999. Hydro One Inc. manages and invests the assets and liabilities of the pension fund as
plan sponsor and administrator of the plan.

The current NEOs (other than the Chief Executive Officer and Chief Financial Officer) participate in the Hydro
One Defined Benefit Pension Plan. The benefits for these individuals are calculated in a manner consistent with all
other Hydro One employees, as described below. The Company has closed participation in the Hydro One Defined
Benefit Pension Plan to externally hired Company management entrants. It is intended that new externally hired
executive officers of the Company will participate in the Company’s defined contribution pension plan.

For each year of credited service under the Hydro One Defined Benefit Pension Plan, to a maximum of 35 years,
the benefit provided for each of the employees who participate in the plan is equal to 2% of the member’s average base
annual earnings during the 36 consecutive months (60 consecutive months for management employees hired on or after
January 1, 2004) when his or her base annual earnings were highest. Base annual earnings consist of the member’s
salary and 50% of his or her short term incentive.

The approximate projected credited years of service that each applicable NEO will have if he or she works until
the age of 65 is as follows: Carmine Marcello – 35 years, Sandy Struthers – 24 years and Robert Cultraro – 28.2 years.
This pension is reduced by 0.625% of the member’s average base annual earnings up to the average year’s maximum
pensionable earnings during the 36 consecutive months (60 consecutive months for management employees hired after
January 1, 2004) when his or her base earnings were highest. The reduction is intended to offset Canada Pension Plan
benefits.

The plan terms also include a bridge pension which is payable from the date of retirement to age 65 for all
members except for management employees hired on or after January 1, 2004. The Hydro One Defined Benefit
Pension Plan provides for early retirement with an unreduced pension at the earlier of age 65 and the attainment of
years of age plus continuous employment totalling 82 or more (years of age plus credited service totalling 85 for
management employees hired on or after January 1, 2004). A plan member who is not eligible for an unreduced
pension can retire with a reduced pension any time after attaining age 55.

Pension benefits payable to pensioners, beneficiaries and terminated employees with deferred pensions are
increased annually, effective January 1 of each year equal to 100% of the increase in the Ontario consumer price index
for the 12 month period ending in June of the previous year (75% for management employees hired on or after
January 1, 2004). The normal form of pension for a member who does not have a spouse at retirement is a pension
payable for life and guaranteed for five years, payable to an estate if not paid to the retiree. The normal form of pension
for a member who has a spouse at retirement is a pension payable for the life of the member, and continuing after the
member’s death to his or her spouse at the rate of 66 2/3% of the amount the member was receiving.
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The following table summarizes the following projected information for the NEOs intended to be participating in
the Company’s defined benefit pension plan arrangements as at December 31, 2015:

Named Executive Officer

Number
of years
credited
service(1)

Annual benefits
payable(2)

($)

Opening
present value

of defined
benefit

obligation(3)

($)

Compensatory
Change(4)

($)
Non-

Compensatory
Change(7)

($)

Closing
present
value of
defined
benefit

obligation(8)

($)
At

Dec 31/15
At

age 65
Service
Cost(5) Other(6)

Carmine Marcello . . . . . . . . . . . . . . . 28.1 344,000 428,000 8,595,000 299,000 (918,000) 375,000 8,351,000
Special Advisor to the Chief
Executive Officer and Chair of the
Board

Sandy Struthers . . . . . . . . . . . . . . . . 15.9 145,000 219,000 2,968,000 181,000 (183,000) 145,000 3,111,000
Chief Operating Officer

Robert Cultraro . . . . . . . . . . . . . . . . . 9.8 55,000 158,000 886,000 83,000 (29,000) 58,000 998,000
SVP, Chief Investment and Pension
Officer

Notes:

(1) As at December 31, 2015.
(2) For service up to December 31, 2015 and up to the normal retirement age of 65.

(3) The opening present value of the defined benefit obligation is the value of the projected pension earned for service as of December 31, 2014.
The values have been determined using the same actuarial assumptions used for determining the pension plan obligations at December 31, 2014
as disclosed in the notes to Hydro One Inc.’s 2014 consolidated financial statements, based on the actual earnings for 2014 and adjusted to
reflect expected increases in pensionable earnings.

(4) Reconciliation of the present value of the defined benefit obligation from December 31, 2014 to December 31, 2015. The present value of the
defined benefit obligations reflects the impact of the annual bonus earned in the year even though it is paid in the following year.

(5) Value of the projected pension earned for service in the current fiscal year (reduced by the NEO’s own contributions).

(6) Value of the increase or decrease in the present value of the defined benefit obligation that relates to service prior to the current fiscal year is due
to the differences between actual compensation for the year and the earnings increase assumptions for the year, assumed at the end of the prior
year. When the actual earnings increase is not in line with the assumed level, it impacts the total defined benefit obligation in respect of past
service. If the expected highest average earnings based on the most recent information is lower than the highest average earnings based on the
prior year estimate, it results in a decrease in the defined benefit obligation.

(7) Value includes the impact of amounts attributable to interest accruing on the beginning-of-year obligation, changes in the actuarial assumptions,
the NEO’s own contributions and any other experienced gains and losses.

(8) The closing present value of the defined benefit obligation is the value of the projected pension earned for service to December 31, 2015. The
values have been determined using the same actuarial assumptions used for determining the pension plan obligations at December 31, 2014 as
disclosed in the notes to the 2014 consolidated financial statements, based on the actual earnings for 2014 and adjusted to reflect expected
increases in pensionable earnings.

The amounts above make no allowance for the different tax treatment of the portion of pension not paid from the
registered or qualified pension plans. All amounts shown above are estimated based on assumptions and represent
contractual entitlements that may change over time.

The method and assumptions used to determine estimated amounts will not be identical to the method and
assumptions used by other issuers and, as a result, the figures may not be directly comparable to other issuers.

Supplementary Pension Plan Benefits

Like benefits paid under registered pension plans of other Canadian companies, benefits payable under the Hydro
One Defined Benefit Pension Plan and its planned new defined contribution registered pension plan will be restricted
by the Tax Act. For example, in 2014, this limit on benefits would have affected members whose average annual
earnings exceed approximately $155,000. Participants whose pensions would otherwise be restricted by the Tax Act
participate in an unregistered supplementary pension plan that provides benefits equal to the difference between the
Tax Act maximum pension benefits and the benefits determined in accordance with the formula set out in Hydro One’s
registered pension plan. The supplementary pension plan is unfunded and the additional retirement income is paid from
general revenues. Hydro One’s obligations to participants under the supplementary pension plan are secured by a letter
of credit.
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Effective December 31, 1999, the Company established the Hydro One Inc. Supplementary Pension Plan to
provide supplementary pension benefits. On October 30, 2001, this plan was amended to require the establishment of a
trust for the purpose of creating security for payment of the supplementary pension benefits provided for therein. This
trust was constituted as a retirement compensation arrangement under the provisions of the Tax Act, and security was
issued in the form of a letter of credit.

Termination and Change of Control Benefits

Each of the NEOs is a party to an employment agreement with Hydro One governing the terms of their
employment. None of the NEOs have any rights or receive benefits that will be triggered on the closing of this offering.

Under their employment agreements, on termination of employment without cause each of Mr. Schmidt and
Mr. Vels will be entitled to 24 months’ pay in lieu of notice of termination, consisting of base salary and an amount in
respect of short term incentive. For each of Messrs. Schmidt and Vels, the amount in respect of short term incentive
will reflect the lower of his actual average annual bonus for the three prior years and his target bonus for the year in
which termination occurs. Their awards under the Long Term Incentive Plan continue to vest for 90 days following
termination. They will also be permitted to receive group health and welfare benefits for the lesser of 24 months or
when alternative coverage has been secured. Payment of such amounts are conditional upon delivery of a full and final
release document to the Company and compliance with post-employment covenants respecting non-competition,
non-solicitation and non-disparagement and the maintaining the confidentiality of Hydro One’s confidential
information. For further details respecting the treatment of awards granted under the Long Term Incentive Plan in the
event of termination without cause, see “– Long Term Incentive Plan”.

Neither Mr. Schmidt nor Mr. Vels is entitled to receive any payment in the event of termination for cause or
voluntary resignation. In the event either of them retires after giving six months prior notice with the approval of the
Board, complies with such conditions as the Board may require in connection with its approval and as may be
reasonably required to facilitate transitional matters and is paid no cash severance payment or retirement allowance or
equivalent, then his long term incentive awards will continue to vest and be paid in accordance with their terms.

In the event that within 24 months following a change in control of the Company the employment of Mr. Schmidt
or Mr. Vels is terminated by the Company without cause or by the executive with good reason, he will be entitled to
the same benefits as on a termination without cause except that the provisions respecting unvested long term incentive
awards will only apply to long term incentive awards which were rolled over on the change in control or were granted
subsequently. “Change in control” has the meaning given in the Long Term Incentive Plan. As a result of limitations on
the ownership of the Company’s shares under the Electricity Act, there would have to be an amendment to such statute
for a change in control to occur. “Good reason” means a material change in title, responsibilities or authority or a
material reduction in salary or in short term and long term incentive opportunity.

With respect to the other NEOs, if their employment is terminated by Hydro One without cause, the following will
apply: Mr. Marcello and Mr. Struthers are entitled to receive an amount equal to his base salary at the date of
termination in equal monthly instalments for a period of 24 months and to receive benefits over the same period
(including Short Term Incentive Plan payments equal to the average of the three previous Short Term Incentive Plan
payments, payable in monthly instalments). Each of Mr. Marcello and Mr. Struthers would continue to earn credited
service under the Hydro One Defined Benefit Pension Plan during such 24-month period. Continuation of benefits will
also continue until expiry of the severance period, except for disability insurance and accrual of vacation. Regarding
Mr. Cultraro, if his employment were terminated by Hydro One without cause, he is entitled to a lump sum payment
equivalent to 12 months of base salary and to no other entitlements.

Upon retirement, NEOs other than the Chief Executive Officer and Chief Financial Officer are entitled to group
health and welfare benefits identical to the retirement benefits provided to other management employees. No benefits
are provided in the event of a termination of employment for any other reason in such NEOs’ employment contracts.
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The table below shows the incremental payments that would be made to the Company’s NEOs upon the
occurrence of certain events, if such events were to occur immediately following the completion of this offering.

Name Event Severance(1)

Mayo Schmidt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
President and Chief Executive Officer

Termination without Cause $3,230,000

Michael Vels . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Chief Financial Officer

Termination without Cause $1,600,000

Carmine Marcello . . . . . . . . . . . . . . . . . . . . . . . . . . .
Special Advisor to the Chief Executive Officer and

Chair of the Board

Termination without Cause $1,461,083

Sandy Struthers . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Chief Operating Officer

Termination without Cause $1,192,667

Robert Cultraro . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
SVP, Chief Investment and Pension Officer

Termination without Cause $ 250,000

Notes:

(1) In the case of the Chief Executive Officer and Chief Financial Officer, severance payments are calculated based on the annualized salary and
target short term incentive for fiscal 2015. For other NEOs, severance reflects their entitlements based on their current base salary and average
short term incentive plan payments over the prior three years. The calculation of severance payments does not include any amounts payable with
respect to the Long Term Incentive Plan as previously referenced.

Executive Officer Share Ownership Guidelines and Anti-Hedging Policy

Hydro One strongly supports share ownership by its Chief Executive Officer and senior executive team and,
accordingly, has introduced minimum share ownership guidelines. The Chief Executive Officer and senior executive
team can meet share ownership requirements through direct or beneficial ownership of the Company’s common shares,
including RSUs subject to time-vesting only granted under the Company’s Long Term Incentive Plan. Individuals have
until the later of five years from: (a) the closing date of this offering; and (b) the date they first became subject to these
requirements in order to satisfy the share ownership requirements. Employees who were subject to these requirements
and are promoted or appointed into a position that is subject to a higher share ownership requirement have three years
from the date of their promotion or appointment to meet the higher minimum requirement.

The ownership requirements as a multiple of annual base salary are set forth in the table below:

Position Multiple of Base Salary

Chief Executive Officer . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5x
Chief Financial Officer and other direct reports to the Chief Executive Officer . . . . . . . . . . . . . . . 3x
Other Senior Executive Officers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1x

Executives are prohibited from purchasing financial instruments that are designed to hedge, offset or otherwise
reduce or limit their economic risk, including with respect to a decrease in market value of equity securities of the
Company granted as compensation or held, directly or indirectly, by such individuals. Prohibited transactions include
hedging strategies, equity monetization transactions, transactions using short sales, puts, calls, exchange contracts,
derivatives and other types of financial instruments (including, but not limited to, prepaid variable forward contracts,
equity swaps, collars and exchange funds), and the pledging of or granting of any other security interest in equity
securities of the Company as security for any loan where recourse is limited to the pledged security.

DIRECTORS’ COMPENSATION

Director Compensation

The by-laws of the Company provide that directors may receive such remuneration for their services as the Board
may determine, together with reimbursement for all expenses incurred in fulfilment of their duties, including travel
expenses.
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Directors will receive 50% of their annual director retainer as an equity component in the form of common shares
or director deferred share units (“Director DSUs”). Following completion of this offering, Hydro One will adopt a
non-employee director deferred share unit plan providing for awards of Director DSUs to Hydro One directors other
than the Chief Executive Officer. A Director DSU is an award that entitles the participant to receive following
termination of service with Hydro One and its subsidiaries an amount equivalent to the value of a common share at
settlement. Director DSUs vest immediately and accrue dividend equivalents when dividends are paid on the common
shares. Directors may also elect to receive 100% of their compensation in DSUs. Pending the adoption of the
non-employee director deferred share unit plan, the full amount of the director retainer payable shall be paid in cash.

The chart below outlines Hydro One’s director compensation program.

Cash Component Equity Component Total

Chair of the Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $130,000 $130,000 $260,000
All Other Directors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 80,000 $ 80,000 $160,000
Committee Chair Retainers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,000 — $ 20,000
Board / Committee Meeting Attendance . . . . . . . . . . . . . . . . . . . . . . . . . No Meeting Fees

Directors also receive a reasonable per meeting allowance for travel time to attend meetings in accordance with
the Company’s approved policy. No additional compensation will be paid to the directors to prepare for Board or
committee meetings.

Director Share Ownership Guidelines

Directors who are not also executive officers of Hydro One are subject to share ownership guidelines of 3x their
total Board retainer (calculated including the equity portion), valued at the original grant value or acquisition cost, to be
achieved within six years of the closing of this offering or the date of appointment to the Board. Directors can meet
share ownership requirements through direct or beneficial ownership of Company common shares and Director DSUs.

SHARE GRANT PLANS

Hydro One Limited intends to establish an employee share grant plan for the benefit of certain members of the
Power Workers’ Union (the “PWU Share Grant Plan”) and an employee share grant plan for the benefit of certain
employees represented by The Society of Energy Professionals (the “Society Share Grant Plan”).

Under the PWU Share Grant Plan, employees of Hydro One who are employees represented by the Power
Workers’ Union and who have been contributing to the Hydro One Defined Benefit Pension Plan as of April 1, 2015
will be eligible to receive common shares effective April 1 of each year (each, a “Grant Date”) beginning April 1,
2017 up until the earlier of April 1, 2028 and the earlier of the date such eligible employee has more than 35 years of
pensionable service under the Hydro One Defined Benefit Pension Plan and the date on which the eligible employee
must, due to age, cease contributing to such plan under the current provisions of the Tax Act. The number of common
shares granted to each eligible employee on each Grant Date will be equal to 2.7% of such eligible employee’s salary
as at April 1, 2015, divided by the offering price of the common shares being distributed under this prospectus. The
aggregate number of common shares issuable under the PWU Share Grant Plan is expected to be limited to
approximately 4,086,000 common shares.

Under the Society Share Grant Plan, employees of Hydro One who are employees represented by The Society of
Energy Professionals and who have been contributing to the Hydro One Defined Benefit Pension Plan as of
September 1, 2015 will be eligible to receive common shares effective April 1 of each year, beginning April 1, 2018 up
until the earlier of April 1, 2029 and the earlier of the date such eligible employee has more than 35 years of
pensionable service under the Hydro One Defined Benefit Pension Plan and the date on which the eligible employee
must, due to age, cease contributing to such plan under the current provisions of the Tax Act. The number of common
shares granted to each eligible employee on each Grant Date will be equal to 2.0% of such eligible employee’s salary
as at September 1, 2015, divided by the offering price of the common shares being distributed under this prospectus.
The aggregate number of common shares issuable under the Society Share Grant Plan is expected to be limited to
approximately 1,470,000 common shares.
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The PWU Share Grant Plan and the Society Share Grant Plan are each expected to include customary anti-dilution
provisions providing that the number of shares to which an employee is entitled shall be adjusted in the event that the
common shares of Hydro One Limited are split, consolidated or reclassified, or in the event that there is a declaration
of a special dividend or a dividend payable in common shares (other than a share dividend paid in lieu of ordinary cash
dividends) or in the event of a merger or reorganization of Hydro One Limited in order to prevent dilution or
enlargement of the share grants under the plan. Both plans will also include customary tax or other withholding
provisions.

The Board may amend the PWU Share Grant Plan and the Society Share Grant Plan from time to time, without
shareholder approval, provided however that shareholder approval will be required for the following amendments:
(i) an increase in the number of common shares reserved for issuance under each plan; (ii) an amendment to the
definition of “Eligible Employee” under each plan that would permit the inclusion and participation by non-employee
directors; (iii) an amendment that permits equity based awards other than grants of common shares to be made under
each plan; and (iv) an amendment to the provisions of the plan respecting matters requiring shareholder approval, other
than the addition of matters to be subject to shareholder approval. Amendments to each of the PWU Share Grant Plan
and the Society Share Grant Plan may not prejudice the right of any eligible employees to be granted common shares
under such plan without the consent of the eligible employee. Any amendment to the PWU Share Grant Plan requires
the approval of the Power Workers’ Union and any amendment to the Society Share Grant Plan requires the approval
of The Society of Energy Professionals.

PLAN OF DISTRIBUTION

Pursuant to an underwriting agreement between Hydro One Limited, Hydro One Inc., the Selling Shareholder and
the Underwriters (the “Underwriting Agreement”), the Selling Shareholder has agreed to sell and the Underwriters
have agreed to severally purchase, as principals, on the Closing Date, subject to the terms and conditions of the
Underwriting Agreement, 81,100,000 common shares from the Selling Shareholder, at a price of $20.50 per share, for
aggregate gross proceeds of $1,662,550,000 payable in cash to the Selling Shareholder against delivery of the common
shares. The offering price of Hydro One Limited’s common shares has been determined by negotiation between the
Province and the Underwriters.

This offering is being made in each of the provinces and territories of Canada. Hydro One Limited’s common
shares will be offered in each of the provinces and territories of Canada through those Underwriters or their affiliates
who are registered to offer the shares for sale in such provinces and territories and such other registered dealers as may
be designated by the Underwriters. Subject to applicable law and the provisions of the Underwriting Agreement, the
Underwriters may offer Hydro One Limited’s common shares outside of Canada.

The obligations of the Underwriters under the Underwriting Agreement are several and not joint, are subject to
certain closing conditions and may be terminated upon written notice to Hydro One Limited and the Province upon the
occurrence of certain stated events, including: (i) any material change or any change in a material fact in relation to
Hydro One Limited which could be expected to result in the purchasers of a material number of common shares
exercising their rights to withdraw from their purchase or would be expected to have a significant adverse effect on the
market price or value of the common shares; (ii) certain events affecting the state of the financial markets; (iii) certain
investigations, proceedings or orders made by a governmental authority in relation to Hydro One Limited which may
prevent or restrict the distribution or trading of the common shares; (iv) any order is made by a securities regulatory
authority which may restrict the distribution of the common shares, or proceedings are announced for such order which
have not been rescinded or withdrawn; (v) any changes or proposed changes in law which could be expected to
materially adversely affect the trading or distribution of the common shares or any other securities of Hydro One
Limited; or (vi) the state of financial markets in Canada or the United States is such that, in the reasonable opinion of
any of the Underwriters, the common shares cannot be marketed profitably. The Underwriters are, however, obligated
to take up and pay for all of the common shares if any common shares are purchased under the Underwriting
Agreement. The Province has agreed to pay the Underwriters’ Fee, which will be equal to 1.0% of the gross proceeds
of this offering for each common share sold to institutional investors and equal to 3.0% of the gross proceeds of this
offering for each common share sold to other investors. The Underwriters are entitled under the Underwriting
Agreement to customary indemnification against certain liabilities and expenses, including certain liabilities and
related expenses under applicable securities legislation in connection with this offering.
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There is currently no market through which Hydro One Limited’s common shares may be sold, and purchasers
may not be able to resell common shares purchased under this prospectus. This may affect the pricing of the common
shares in the secondary market, the transparency and availability of trading prices, the liquidity of the common shares,
and the extent of issuer regulation. The TSX has conditionally approved the listing of the common shares distributed
under this prospectus on the TSX under the symbol “H”. Listing will be subject to Hydro One Limited fulfilling all of
the requirements of the TSX on or before January 25, 2016.

Hydro One Limited’s common shares offered under this prospectus have not been, and will not be, registered
under the 1933 Act or any U.S. state securities laws, and may not be offered or sold within the U.S. absent registration
or an exemption from the registration requirements of the 1933 Act, and applicable U.S. state securities laws.
Accordingly, except to the extent permitted by the Underwriting Agreement, the common shares may not be offered or
sold within the U.S. Each Underwriter has agreed that it will not offer or sell common shares within the U.S., except in
transactions exempt from the registration requirements of the 1933 Act and applicable U.S. state securities laws. The
Underwriting Agreement provides that the Underwriters may re-offer and re-sell the common shares that they have
acquired pursuant to the Underwriting Agreement to qualified institutional buyers in the U.S. in accordance with Rule
144A under the 1933 Act. The Underwriting Agreement also provides that the Underwriters may offer and sell the
common shares outside the U.S. in accordance with Regulation S under the 1933 Act.

In addition, until 40 days after the commencement of this offering, an offer or sale of Hydro One Limited’s
common shares within the U.S. by any dealer (whether or not participating in this offering) may violate the registration
requirements of the 1933 Act, unless such offer is made pursuant to an exemption from registration under the 1933 Act.

The common shares may also be sold internationally as permitted pursuant to private placement exemptions under
local securities laws.

RBC Dominion Securities Inc., Scotia Capital Inc., BMO Nesbitt Burns Inc., CIBC World Markets Inc., TD
Securities Inc., National Bank Financial Inc. and Desjardins Securities Inc. are subsidiaries or affiliates of lenders that
have made the Liquidity Facility available to Hydro One Inc., which will become a subsidiary of Hydro One Limited
prior to the closing of this offering. Hydro One will not receive any proceeds from the sale of the common shares by
the Province. As such, none of the proceeds of this offering will be applied, directly or indirectly, by Hydro One to
repay any indebtedness under the Liquidity Facility. As of the date of this prospectus, there was no outstanding
indebtedness under the Liquidity Facility. In addition, RBC Dominion Securities Inc., Scotia Capital Inc., BMO Nesbitt
Burns Inc., CIBC World Markets Inc., TD Securities Inc., National Bank Financial Inc. and Desjardins Securities Inc.
are subsidiaries or affiliates of lenders that are anticipated to make the Operating Credit Facility available to Hydro
One Limited and the New Term Facility available to Hydro One Inc. See “Pre-Closing Transactions”. Although Hydro
One Limited is not offering common shares pursuant to this offering, it may be considered a connected issuer of the
Underwriters who are affiliates of such lenders for purposes of securities laws in Canada.

Price Stabilization, Short Positions and Passive Market Making

In connection with this offering, the Underwriters may over-allocate or effect transactions which stabilize or
maintain the market price of Hydro One Limited’s common shares at levels other than those which otherwise might
prevail on the open market, including:

• stabilizing transactions,

• short sales,

• purchases to cover positions created by short sales,

• imposition of penalty bids, and

• syndicate covering transaction.

Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a decline in
the market price of Hydro One Limited’s common shares while this offering is in progress. These transactions may also
include making short sales of the common shares, which involve the sale by the Underwriters of a greater number of
common shares than they are required to purchase in this offering. Short sales may be “covered short sales”, which are
short positions in an amount not greater than the Over-Allotment Option, or may be “naked short sales”, which are
short positions in excess of that amount.
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The Underwriters may close out any covered short position either by exercising the Over-Allotment Option, in
whole or in part, or by purchasing common shares in the open market. In making this determination, the Underwriters
will consider, among other things, the price of common shares available for purchase in the open market compared
with the price at which they may purchase common shares through the Over-Allotment Option.

The Underwriters must close out any naked short position by purchasing common shares in the open market. A
naked short position is more likely to be created if the Underwriters are concerned that there may be downward
pressure on the price of the common shares in the open market that could adversely affect prospective purchasers who
purchase in this offering.

Any naked short position would form part of the Underwriters’ over-allocation position and a prospective
purchaser who acquires common shares forming part of the Underwriters’ over-allocation position acquires such
common shares under this prospectus, regardless of whether the over-allocation position is ultimately filled through the
exercise of the Over-Allotment Option or secondary market purchases.

In addition, in accordance with policy statements of certain Canadian securities regulatory authorities and the
Universal Market Integrity Rules for Canadian Marketplaces (“UMIR”), the Underwriters may not, at any time during
the period of distribution, bid for or purchase common shares. The foregoing restriction is, however, subject to certain
exceptions as permitted by such policy statements and UMIR. These exceptions include a bid or purchase permitted
under the provisions of such policy statements and the UMIR relating to market stabilization and market balancing
activities and a bid or purchase on behalf of a customer where the order was not solicited.

As a result of these activities, the price of Hydro One Limited’s common shares may be higher than the price that
otherwise might exist in the open market. If these activities are commenced, they may be discontinued by the
Underwriters at any time. The Underwriters may carry out these transactions on any stock exchange on which the
common shares are listed, in the over-the-counter market, or otherwise.

The Selling Shareholder has granted to the Underwriters the Over-Allotment Option, exercisable, in whole or in
part, for a period of 30 days from the Closing Date, to purchase up to 8,150,000 additional common shares, at the
offering price, payable in cash against delivery of such additional common shares. The Over-Allotment Option is
exercisable only for the purpose of covering over-allotments, if any. The Selling Shareholder will pay the
Underwriters’ Fee in respect of common shares sold pursuant to the exercise of the Over-Allotment Option.

The Underwriters propose to offer Hydro One Limited’s common shares initially at the offering price stated on the
cover page of this prospectus. After the Underwriters have made a reasonable effort to sell all of the common shares
offered by this prospectus at that price, the initially stated offering price may be decreased, and further changed from
time to time, by the Underwriters to an amount not greater than the initially stated offering price and, in such case, the
compensation realized by the Underwriters will be decreased by the amount that the aggregate price paid by the
purchasers for the common shares is less than the gross proceeds paid by the Underwriters to the Selling Shareholder.

Lock-Up Arrangements

Each of Hydro One Limited and the Selling Shareholder will agree in the Underwriting Agreement that, during
the period beginning on the closing date of this offering and ending on the date that is 180 days following the closing
date of this offering, each of Hydro One Limited and the Selling Shareholder will not, directly or indirectly, without the
prior written consent of RBC Dominion Securities Inc. and Scotia Capital Inc., issue, sell, offer, grant any option,
warrant or other right to purchase or agree to issue or sell, or otherwise lend, transfer, assign, pledge or dispose of
(including without limitation by making any short sale, engaging in any hedging, monetization or derivative transaction
or entering into any swap or other arrangement that transfers to another, in whole or in part, any of the economic
consequences of ownership of common shares or other securities of the Hydro One Limited or securities convertible
into, exchangeable for, or otherwise exercisable into common shares or other securities of Hydro One Limited, whether
or not cash settled), in a public offering or by way of private placement or otherwise, any equity securities of Hydro
One Limited or other securities convertible into, exchangeable for, or otherwise exercisable into common shares or
other equity securities of Hydro One Limited, or agree to do any of the foregoing or publicly announce any intention to
do any of the foregoing, other than: (i) the common shares sold to the Underwriters pursuant to this prospectus;
(ii) common shares or other securities of Hydro One Limited issued as part of the Pre-Closing Steps; (iii) common
shares issued or delivered under Hydro One Limited’s dividend reinvestment plan; (iv) common shares sold pursuant
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to the transactions with the parties described under “Principal and Selling Shareholder” (provided that the transferee is
subject to a resale restriction ending not later than the expiry of the 180 day period); or (v) as may be granted or issued
in the ordinary course of business under Hydro One Limited’s security-based compensation arrangements, or employee
share ownership plans, or pursuant to the conversion, exchange or exercise of any securities so granted or issued.

OPTIONS TO PURCHASE SECURITIES

The Board has adopted the Long Term Incentive Plan as described in “Executive Compensation”. Hydro One
Limited has not to date granted any options or other entitlements to purchase its securities, whether under the Long
Term Incentive Plan or otherwise.

Hydro One Inc. does not have a stock option or other form of equity-based compensation plan.

PRIOR SALES

On August 31, 2015, in connection with the incorporation of Hydro One Limited, Hydro One Limited issued
100,000 common shares to the Province for $1.00 per common share. In connection with the Pre-Closing Steps, prior
to the closing of this offering, the Province will subscribe for an additional 2,600,000,000 common shares for $1.00 per
common share in connection with the funding of amounts to pay the departure tax. The Province will also receive
common shares and 16,720,000 Series 1 preferred shares from Hydro One Limited in consideration for the purchase of
all of the issued and outstanding shares of Hydro One Inc. held by the Province by Hydro One Limited. The
outstanding common shares of Hydro One Limited will be consolidated such that 595,000,000 common shares will be
issued and outstanding immediately prior to the closing of this offering. The Province has entered into an agreement to
sell, immediately following the closing of this offering, between 3,666,667 and 4,052,632 common shares to trusts for
the benefit of the Power Workers’ Union and between 1,840,000 and 2,033,684 common shares to trusts for the benefit
of The Society of Energy Professionals, in each case, at the same price as the offering price of the common shares sold
in this offering. See “Pre-Closing Transactions – Province’s Share Purchase Arrangements”.

ELIGIBILITY FOR INVESTMENT

In the opinion of Osler, Hoskin & Harcourt LLP, counsel to Hydro One Limited, and Blake, Cassels & Graydon
LLP, counsel to the Underwriters, provided that on the Closing Date the common shares are listed on a “designated
stock exchange” as defined in the Tax Act (which currently includes the TSX), the common shares acquired on the
Closing Date pursuant to this offering will be qualified investments under the Tax Act for trusts governed by a
registered retirement savings plan (“RRSP”), deferred profit sharing plan, registered retirement income fund
(“RRIF”), registered education savings plan, registered disability savings plan, and a tax-free savings account
(“TFSA”).

Notwithstanding that the common shares may be qualified investments for a trust governed by an RRSP, RRIF or
TFSA, the annuitant of an RRSP or RRIF or the holder of a TFSA will be subject to a penalty tax on the common
shares held in such trust (and other tax consequences may result) if the common shares are a “prohibited investment”
for the RRSP, RRIF or TFSA, as the case may be. The common shares will not be a “prohibited investment” in respect
of such RRSP, RRIF or TFSA held by a particular holder or annuitant provided the holder or annuitant deals at arm’s
length with Hydro One Limited for purposes of the Tax Act and does not have a “significant interest” (as defined in the
Tax Act for purposes of the prohibited investment rules) in Hydro One Limited. In addition, the common shares will
generally not be a prohibited investment if such shares are “excluded property” as defined in the Tax Act for purposes
of the prohibited investment rules. Shareholders should consult their own tax advisors as to whether the common
shares will be a prohibited investment in their particular circumstances.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following summary describes the principal Canadian federal income tax considerations generally applicable
to a purchaser who acquires as beneficial owner common shares pursuant to this offering and who, at all relevant times,
for purposes of the Tax Act, (1) is, or is deemed to be, resident in Canada, (2) deals at arm’s length with Hydro One
Limited and the Underwriters; (3) is not affiliated with Hydro One Limited or any of the Underwriters; and (4) holds
the common shares as capital property (a “Holder”). Generally, the common shares will be capital property to a Holder
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provided the Holder does not acquire or hold those common shares in the course of carrying on a business or as part of
an adventure or concern in the nature of trade. Certain Holders may be entitled to make or may have already made the
irrevocable election permitted by subsection 39(4) of the Tax Act the effect of which may be to deem to be capital
property any common shares (and all other “Canadian securities”, as defined in the Tax Act) owned by such Holder in
the taxation year in which the election is made and in all subsequent taxation years. Holders whose common shares
might not otherwise be considered to be capital property should consult their own tax advisors concerning this election.

This summary is not applicable to (i) a purchaser that is a “specified financial institution”; (ii) a purchaser an
interest in which is a “tax shelter investment”; (iii) a purchaser that is, for purposes of certain rules (referred to as the
mark-to-market rules) applicable to securities held by financial institutions, a “financial institution”; (iv) a purchaser
that reports its “Canadian tax results” in a currency other than Canadian currency; or (v) a purchaser that enters into,
with respect to their common shares, a “derivative forward agreement”, each as defined in the Tax Act. Such
purchasers should consult their own tax advisors.

This summary is based on the current provisions of the Tax Act, and an understanding of the current
administrative policies and assessing practices of the Canada Revenue Agency published in writing prior to the date
hereof. This summary takes into account all specific proposals to amend the Tax Act publicly announced by or on
behalf of the Minister of Finance (Canada) prior to the date hereof (the “Proposed Amendments”) and assumes that
all Proposed Amendments will be enacted in the form proposed. No assurances can be given that the Proposed
Amendments will be enacted as proposed, or at all. This summary does not otherwise take into account or anticipate
any changes in law or administrative policy or assessing practice whether by legislative, administrative or judicial
action nor does it take into account tax legislation or considerations of any province, territory or foreign jurisdiction,
which may differ from those discussed herein.

This summary is of a general nature only and is not, and is not intended to be, legal or tax advice to any
particular shareholder. This summary is not exhaustive of all Canadian federal income tax considerations.
Accordingly, prospective purchasers of common shares should consult their own tax advisors having regard to
their own particular circumstances.

Taxation of Holders of Common Shares

Dividends

A Holder will be required to include in computing its income for a taxation year any dividends received or
deemed to be received on the common shares. In the case of a Holder that is an individual (other than certain trusts),
such dividends will be subject to the gross-up and dividend tax credit rules applicable to taxable dividends received or
deemed to be received from taxable Canadian corporations, including the enhanced gross-up and dividend tax credit
applicable to any dividends designated by Hydro One Limited as an eligible dividend in accordance with the provisions
of the Tax Act. A dividend received by a Holder that is a corporation will generally be deductible in computing the
corporation’s taxable income. In certain circumstances, subsection 55(2) of the Tax Act (as proposed to be amended by
Proposed Amendments released on July 31, 2015) will treat a taxable dividend received by a Holder that is a
corporation as proceeds of disposition or a capital gain. Holders that are corporations should consult their own tax
advisors having regard to their own circumstances.

A Holder that is a “private corporation”, as defined in the Tax Act, or any other corporation controlled, whether
because of a beneficial interest in one or more trusts or otherwise, by or for the benefit of an individual (other than a
trust) or a related group of individuals (other than trusts), will generally be liable to pay a refundable tax of 331⁄3%
under Part IV of the Tax Act on dividends received or deemed to be received on the common shares to the extent such
dividends are deductible in computing the Holder’s taxable income for the taxation year.

The cost to a Holder of common shares for purposes of the Tax Act purchased on the reinvestment of dividends
pursuant to the dividend reinvestment plan will be the price paid for such common shares. For the purpose of
computing the adjusted cost base of such common shares to the Holder, the cost of such common shares will be
averaged with the adjusted cost base of all other common shares held by the Holder as capital property at that time.
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Dispositions

Generally, on a disposition or deemed disposition of a common share, a Holder will realize a capital gain (or
capital loss) equal to the amount, if any, by which the proceeds of disposition, net of any reasonable costs of
disposition, exceed (or are less than) the adjusted cost base to the Holder of the common share immediately before the
disposition or deemed disposition.

Generally, a Holder is required to include in computing its income for a taxation year one-half of the amount of
any capital gain (a “taxable capital gain”) realized in the year. Subject to and in accordance with the provisions of the
Tax Act, a Holder is required to deduct one-half of the amount of any capital loss (an “allowable capital loss”)
realized in a taxation year from taxable capital gains realized by the Holder in the year and allowable capital losses in
excess of taxable capital gains for the year may be carried back and deducted in any of the three preceding taxation
years or carried forward and deducted in any subsequent taxation year against net taxable capital gains realized in such
years, to the extent and under the circumstances prescribed by the Tax Act.

The amount of any capital loss realized by a Holder that is a corporation on the disposition or deemed disposition
of a common share may be reduced by the amount of any dividends received by the Holder on such common share to
the extent and under the circumstances prescribed by the Tax Act. Similar rules may apply where a common share is
owned by a partnership or trust of which a corporation, trust or partnership is a member or beneficiary. Such Holders
should consult their own tax advisors.

RISK FACTORS

Investing in Hydro One Limited’s common shares involves risk. You should carefully consider the risks and
uncertainties described below, together with all of the other information contained in this prospectus, including the
consolidated financial statements and the related notes appearing at the end of this prospectus, before deciding to
invest in Hydro One Limited’s common shares. If any of the following risks actually occurs, the Company’s business,
prospects, operating results and financial condition could be materially adversely affected, the trading price of the
common shares could decline and you could lose all or part of your investment. The risks and uncertainties described
below are not the only ones the Company faces. Additional risks and uncertainties not presently known to the Company
or that the Company currently believes to be immaterial may also adversely affect the Company’s business.

Risks Relating to Hydro One’s Business

Regulatory Risks and Risks Relating to Hydro One’s Revenues

Risks Relating to Obtaining Rate Orders

The Company is subject to the risk that the Ontario Energy Board will not approve the Company’s transmission
and distribution revenue requirements requested in future applications for rates. Rate applications for revenue
requirements are subject to the Ontario Energy Board’s review process, which may involve participation from
intervenors and, in certain circumstances, a litigated public hearing process. There can be no assurance that resulting
decisions or rate orders issued by the Ontario Energy Board will permit Hydro One to recover all costs actually
incurred, including operations, maintenance and administration costs, costs accumulated in other regulatory accounts
(including, for instance, deferral and variance accounts), costs of debt and income taxes, or to earn a particular return
on equity. A failure to obtain acceptable rate orders, or approvals of appropriate returns on equity and costs actually
incurred, may materially adversely affect Hydro One’s transmission or distribution businesses, the undertaking or
timing of capital expenditures, ratings assigned by credit rating agencies, the issuance of long-term debt and other
matters, any of which may in turn have a material adverse effect on the Company. In addition, there is no assurance
that the Company will receive regulatory decisions in a timely manner and, therefore, costs may be incurred prior to
having an approved revenue requirement.

Risks Relating to Actual Performance Against Forecasts

The Company’s ability to recover the actual costs of providing service and earn the allowed return on equity
depends on the Company achieving its forecasts established and approved in the rate-setting process. Actual costs
could exceed the approved forecasts if, for example, the Company incurs operations, maintenance and administration
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costs above those included in the Company’s approved revenue requirement, higher capital expenditures than those
approved in rate decisions, or additional financing charges because of increased debt amounts or higher interest rates.
The inability to obtain acceptable rate decisions or to otherwise recover any significant difference between forecast and
actual expenses could materially adversely affect the Company’s financial condition and results of operations. Further,
the Ontario Energy Board approves the Company’s transmission and distribution rates based on projected electricity
load and consumption levels, among other factors.

If actual load or consumption materially falls below projected levels, the Company’s revenue and net income for
either, or both, of these businesses could be materially adversely affected. Also, the Company’s current revenue
requirements for these businesses are based on cost and other assumptions that may not materialize. There is no
assurance that the Ontario Energy Board would allow rate increases sufficient to offset unfavourable financial impacts
from unanticipated changes in electricity demand or in the Company’s costs.

The Company is subject to risk of revenue loss from other factors, such as economic trends and weather
conditions that influence the demand for electricity. The Company’s overall operating results may fluctuate
substantially on a seasonal and year-to-year basis based on these trends and weather conditions. For instance, a cooler-
than-normal summer or warmer-than-normal winter may reduce demand for electricity below that forecast by the
Company, causing a decrease in the Company’s revenues from the same period of the previous year. The Company’s
load could also be negatively affected by successful CDM programs whose results exceed forecasted expectations.

Risks Relating to Rate-Setting Models for Transmission and Distribution

The Ontario Energy Board’s rate-setting model for distributors requires that the term of a custom rate application
(distribution business) be a minimum five-year period. There are risks associated with forecasting over such a long
period. For instance, if unanticipated capital expenditures arise that were not contemplated in the Company’s most
recent rate decision, the Company may be required to incur costs that may not be recoverable in future rates. This could
have a material adverse effect on the Company.

The Ontario Energy Board has stated its intention to examine the policies that may apply to transmission rate-
setting, and this may result in changes to the rate-setting model for transmission services. No specific changes have
been proposed, and it is therefore too early to assess the impact of any such changes on the Company. However, a
change to the rate-setting model for transmission services could result in a decrease in the Company’s revenues or
financial performance.

The Ontario Energy Board approves and periodically changes the return on equity for transmission and
distribution businesses. The Ontario Energy Board may in the future decide to reduce its allowed return on equity for
either of these businesses, or to modify the formula or methodology it uses to determine the return on equity. Any such
reduction could reduce the net income of the Company.

Risks Relating to Capital Expenditures

In order to be recoverable, capital expenditures require the approval of the Ontario Energy Board, either through
the approval of capital expenditure plans, rate base or revenue requirements for the purposes of setting transmission
and distribution rates, which include the impact of capital expenditures on rate base or cost of service. There can be no
assurance that all capital expenditures incurred by Hydro One will be approved by the Ontario Energy Board. Capital
cost overruns may not be recoverable in transmission or distribution rates. The Company could incur unexpected
capital expenditures in maintaining or improving its assets, particularly given that new technology is required to
support renewable generation and unforeseen technical issues may be identified through implementation of projects.
There is risk that the Ontario Energy Board may not allow full recovery of such expenditures in the future. To the
extent possible, Hydro One aims 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.

While the Company expects all of its expenditures and regulatory assets to be fully recoverable after Ontario
Energy Board review, any future regulatory decision to disallow or limit the recovery of such costs would lead to a
lower-than-expected approved revenue requirement or rate base, potential asset impairment and charges to the
Company’s results of operations, any of which could have a material adverse effect on the Company.
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Risks Relating to Deferred Tax Asset

As a result of leaving the PILs regime and entering the corporate tax regime, Hydro One will recognize a deferred
tax asset due to the revaluation of the tax basis of Hydro One’s fixed assets at their fair market value and recognition of
eligible capital expenditures. Management believes this will result in annual net cash savings over the next five years
due to the reduction of cash taxes payable by Hydro One. There is a risk that, in future rate applications, the Ontario
Energy Board will reduce the Company’s revenue requirement by all or a portion of those net cash savings. If the
Ontario Energy Board were to reduce the Company’s revenue requirement in this manner, it could have a material
adverse effect on the Company.

Risks Relating to Other Applications to the Ontario Energy Board

The Company is also subject to the risk that it will not obtain required regulatory approvals for other matters, such
as leave to construct applications, applications for mergers, acquisitions, amalgamations and divestitures and
environmental approvals. Decisions to acquire or divest other regulated businesses licensed by the Ontario Energy
Board are subject to Ontario Energy Board approval. Accordingly, there is the risk that such matters may not be
approved or that unfavourable conditions will be imposed by the Ontario Energy Board.

First Nations and Métis Claims Risk

Some of the Company’s current and proposed transmission and distribution assets are or may be located on
Reserve lands, and lands over which First Nations and Métis have Aboriginal, treaty or other legal claims. Although
the Company has a recent history of successful negotiations and engagement with First Nations and Métis communities
in Ontario, some First Nations and Métis leaders, communities and their members have made assertions related to
sovereignty and jurisdiction over Reserve lands and traditional territories and are increasingly willing to assert their
claims through the courts, tribunals, or by direct action. These claims could have a material adverse effect on the
Company or otherwise materially adversely impact the Company’s operations, including the development of current
and future projects.

The Company’s operations and activities may, on occasion, give rise to the Crown’s duty to consult and
potentially accommodate First Nations and Métis communities. Procedural aspects of the duty to consult may be
delegated to the Company by the Province or the federal government. A perceived failure by the Crown to sufficiently
consult a First Nations or Métis community, or a perceived failure by the Company in relation to delegated
consultation obligations, could result in legal challenges against the Crown or the Company, including judicial review
or injunction proceedings, or could potentially result in direct action against the Company by a community or its
members. If this occurs, it could disrupt or delay the Company’s operations and activities, including current and future
projects, and have a material adverse effect on the Company.

Risk from Transfer of Assets Located on Reserves

The transfer orders by which the Company acquired certain of Ontario Hydro’s businesses as of April 1, 1999 did
not transfer title to some assets located on Reserves. The transfer of title to these assets did not occur because
authorizations originally granted by the federal government for the construction and operation of these assets on
Reserves could not be transferred without required consent. In several cases, the authorizations had either expired or
had never been issued.

Currently, the Ontario Electricity Financial Corporation holds legal title to these assets and it is expected that the
Company will manage them until it has obtained necessary authorizations to complete the title transfer. To occupy
Reserves, the Company must have valid permits issued by Her Majesty the Queen in the Right of Canada. For each
permit, the Company must negotiate an agreement (in the form of a memorandum of understanding) with the First
Nation, the Ontario Electricity Financial Corporation and any members of the First Nation who have occupancy rights.
The agreement includes provisions whereby the First Nation consents to the federal government (presently Aboriginal
Affairs and Northern Development Canada) issuing a permit. Where the agreement and permit are for transmission
assets, the Company must negotiate terms of payment. It is difficult to predict the aggregate amount that the Company
may have to pay, either on an annual or one-time basis, to obtain the required agreements from First Nations. If the
Company cannot reach satisfactory agreements and obtain federal permits, it may have to relocate these assets to other
locations at a cost that could be substantial. In a limited number of cases, it may be necessary to abandon a line and
replace it with diesel generation facilities. In either case, the costs relating to these assets could have a material adverse
effect on the Company if it is not able to recover them in future rate orders.
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Compliance with Laws and Regulations

Hydro One must comply with numerous laws and regulations affecting its business, including requirements
relating to transmission and distribution companies, environmental laws, employment laws and health and safety laws.
The failure of the Company to comply with these laws could have a material adverse effect on the Company’s
business. See also “– Health, Safety and Environmental Risk”.

For instance, Hydro One’s licensed transmission and distribution businesses are required to comply with the terms
of their licenses, with codes and rules issued by the Ontario Energy Board and with other regulatory requirements,
including regulations of the National Energy Board. In Ontario, the Market Rules issued by the IESO require the
Company to, among other things, comply with the reliability standards established by the NERC and NPCC. The
incremental costs associated with compliance with these reliability standards are expected to be recovered through
rates, but there can be no assurance that the Ontario Energy Board will approve the recovery of all of such incremental
costs. Failure to obtain such approval could have a material adverse effect on the Company.

There is the risk that new legislation, regulations or policies will be introduced in the future. These may require
Hydro One to incur additional costs, which may or may not be recovered in future transmission and distribution rates.

Risk of Natural and Other Unexpected Occurrences

The Company’s facilities are exposed to the effects of severe weather conditions, natural disasters, man-made
events including but not limited to cyber and physical terrorist type attacks or any other potentially catastrophic events.
Although constructed, operated and maintained to industry standards, the Company’s facilities may not withstand
occurrences of this type in all circumstances. The Company does not have insurance for damage to its transmission and
distribution wires, poles and towers located outside its transmission and distribution stations resulting from these or
other events. Losses from lost revenues and repair costs could be substantial, especially for many of the Company’s
facilities that are located in remote areas. The Company could also be subject to claims for damages caused by its
failure to transmit or distribute electricity. Hydro One’s risk is partly mitigated because its transmission system is
designed and operated to withstand the loss of any major element and possesses inherent redundancy that provides
alternate means to deliver large amounts of power. In the event of a large uninsured loss, Hydro One would apply to
the Ontario Energy Board for recovery of such loss; however, there can be no assurance that the Ontario Energy Board
would approve any such applications, in whole or in part, which could have a material adverse effect on the Company.

Risk Associated with Information Technology Infrastructure and Data Security

The Company’s ability to operate effectively in the Ontario electricity market is, in part, dependent upon it
developing, maintaining and managing complex information technology systems which are employed to operate its
transmission and distribution facilities, financial and billing systems and other business systems. The Company’s
increasing reliance on information systems and expanding data networks increases its exposure to information security
threats. The Company’s transmission business is required to comply with various rules and standards for transmission
reliability, including mandatory standards established by the NERC and the NPCC. These include standards relating to
cyber-security and information technology, which only apply to certain of the Company’s assets (generally being those
whose failure could impact the functioning of the bulk electricity system). The Company may maintain lower levels of
information technology security for its assets that are not subject to these mandatory standards. Unauthorized access to
corporate and information technology systems or cyber-attacks could result in service disruptions and system failures,
which could have a material adverse effect on the Company, including as a result of a failure to provide electricity to
customers. In addition, in the normal course of its operations, the Company may collect, process or retain access to
confidential customer, supplier, counterparty or employee information, which could be exposed in the event of a cyber-
security incident.

Hydro One mitigates these risks, including through the use of security event management tools on its power and
business systems, by separating its transmission and distribution system networks from its other business system
networks, by performing scans of its systems for known cyber threats and by providing company-wide awareness
training to Hydro One personnel. Hydro One also engages the services of external experts to evaluate the security of its
information technology infrastructure and controls. Hydro One performs vulnerability assessments on its critical cyber
assets and it ensures security and privacy controls are incorporated into new information technology capabilities.
Although these security and system disaster recovery controls are in place, there can be no assurance that there will not
be system failures or security breaches or that such threats would be detected or mitigated on a timely basis. Upon
occurrence and detection, the focus would shift from prevention to isolation, remediation and recovery until the
incident has been fully addressed. Any such system failures or security breaches could have a material adverse effect
on the Company.
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Work Force Demographic Risk

By the end of 2014, approximately 17% of the Company’s employees were eligible for retirement and by the end
of 2015 up to 19% could be eligible. These percentages are not evenly spread across the Company’s workforce, but
tend to be most significant in the most senior levels of the Company’s staff and especially among management and
executive staff. Accordingly the Company’s continued success will be tied to its ability to attract and retain sufficient
qualified staff to replace the capability lost through retirements and to meet the demands of the Company’s work
programs.

In addition, the Company expects the skilled labour market for its industry to be highly competitive in the future.
Many of the Company’s current employees and many of the potential employees it would seek in the future possess
skills and experience that would also be highly sought after by other organizations inside and outside the electricity
sector. The failure to attract and retain qualified personnel for Hydro One’s business could have a material adverse
effect on the Company.

Labour Relations Risk

The substantial majority of the Company’s employees are represented by either the Power Workers’ Union or The
Society of Energy Professionals. Over the past several years, significant effort has been expended to increase Hydro
One’s flexibility to conduct operations in a more cost efficient manner. Although the Company has achieved improved
flexibility in its collective agreements, the Company may not be able to achieve further improvements. The Company
recently reached an agreement with the Power Workers’ Union for a renewal collective agreement with a three-year
term, covering the period from April 1, 2015 to March 31, 2018 and an early renewal collective agreement with The
Society of Energy Professionals with a three-year term, covering the period from April 1, 2016 to March 31, 2019. The
Company also reached a renewal collective agreement with the Canadian Union of Skilled Workers for a three-year
term, covering the period from May 1, 2014 to April 30, 2017, although this remains subject to ratification by the
Canadian Union of Skilled Workers. However, there can be no assurance that future collective agreement renewals
with these unions or that collective agreements with the other unions with which Hydro One has contractual
relationships, will be renewed on acceptable terms. The Company faces financial risks related to its ability to negotiate
collective agreements consistent with its rate orders. In addition, in the event of a labour dispute, the Company could
face operational risk related to continued compliance with its license requirements of providing service to customers.
Any of these could have a material adverse effect on the Company.

Risk Associated with Arranging Debt Financing

The Company expects to borrow to repay its existing indebtedness, to fund the payment of an $800 million cash
dividend or make a return of capital to the Province prior to the closing of this offering, and to fund a portion of capital
expenditures. Hydro One Inc. has substantial amounts of existing debt, including $550 million maturing in 2015,
$500 million maturing in 2016, and $600 million maturing in 2017. The Company plans to incur capital expenditures
of approximately $1,564 million in 2015 and $1,535 million in 2016. Cash generated from operations, after the
payment of expected dividends, will not be sufficient to fund the repayment of the Company’s existing indebtedness
and capital expenditures. The Company’s ability to arrange sufficient and cost-effective debt financing could be
materially adversely affected by numerous factors, including the regulatory environment in Ontario, the Company’s
results of operations and financial position, market conditions, the ratings assigned to its debt securities by credit rating
agencies and general economic conditions. A downgrade in the Company’s credit ratings could restrict the Company’s
ability to access debt capital markets and increase the Company’s cost of debt. Any failure or inability on the
Company’s part to borrow substantial amounts of debt on satisfactory terms could impair its 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 the Company.

Market, Financial Instrument and Credit Risk

Market risk refers primarily to the risk of loss that results from changes in costs, foreign exchange rates and
interest rates. The Company is exposed to fluctuations in interest rates as its regulated return on equity is derived using
a formulaic approach that takes into account anticipated interest rates, but is not currently exposed to material
commodity price risk or material foreign exchange risk.
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The Ontario Energy Board-approved adjustment formula for calculating return on equity in a deemed regulatory
capital structure of 60% debt and 40% equity provides for increases and decreases depending on changes in benchmark
rates of return for Government of Canada debt. The Company estimates that a 1% decrease in the forecasted long-term
Government of Canada bond yield used in determining its rate of return would reduce the Company’s transmission
business’ 2016 net income by approximately $21 million and its distribution business’ 2016 net income by
approximately $14 million. The Company’s net income is adversely impacted by rising interest rates as the Company’s
maturing long-term debt is refinanced at market rates. The Company periodically utilizes interest rate swap agreements
to mitigate elements of interest rate risk.

Financial assets create a risk that a counterparty 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 counterparty default. Hydro
One monitors and minimizes credit risk through various techniques, including dealing with highly-rated counterparties,
limiting total exposure levels with individual counterparties, entering into master agreements which enable net
settlement, and by monitoring the financial condition of counterparties. The Company does not trade in any energy
derivatives. Currently, there are no significant concentrations of credit risk with respect to any class of financial assets.
The Company is required to procure electricity on behalf of competitive retailers and certain local distribution
companies 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 the Company’s service
agreements with these retailers in accordance with the Ontario Energy Board’s Retail Settlement Code.

The failure to properly manage these risks could have a material adverse effect on the Company.

Risks Relating to Asset Condition and Capital Projects

The Company continually incurs sustainment and development capital expenditures and monitors the condition of
its assets to manage the risk of equipment failures and to determine the need for and timing of major refurbishments or
replacements of its transmission and distribution infrastructure. The risk of distribution equipment failures is higher
due to the lack of real-time monitoring of these assets. The connection of large amounts of distributed generation on
the distribution network has resulted in more equipment usage than in the past for the Company. This increases
maintenance requirements and may accelerate the aging of the Company’s assets.

Execution of the Company’s capital expenditure programs, particularly for development capital expenditures, is
partially dependent on external factors, such as environmental approvals, municipal permits, equipment outage
schedules that accommodate the IESO, generators and transmission-connected customers, and supply chain availability
for equipment suppliers and consulting services. Approvals may also include Environmental Assessment Act (Ontario),
approvals which require public meetings, and appropriate engagement with First Nations and Métis communities or
receipt of Ontario Energy Board approvals which may require early access to property or expropriation. Obtaining
approvals and carrying out these processes may also be impacted by opposition to the proposed site of the capital
investments. Delays in obtaining required regulatory approvals or failure to complete capital projects on a timely basis
could materially adversely affect transmission reliability or customers’ service quality, both of which could have a
material adverse effect on the Company.

External factors are considered in the Company’s planning process. However, if the Company is unable to carry
out capital expenditure plans in a timely manner, equipment performance may degrade, which may reduce transmission
capacity, compromise the reliability of the Company’s transmission system or increase the costs of operating and
maintaining these assets. Any of these consequences could have a material adverse effect on the Company.

Competitive bidding processes may become a more common means of selecting developers of large transmission
projects. To date, there has been only one transmission project, the East-West Tie Line, which has been the subject of a
competitive bidding process initiated by the Ontario Energy Board. However, this may change in the future. Increased
competition for the development of large transmission projects could impact the Company’s ability to expand its
existing transmission system, which may have an adverse effect on the Company. To the extent that other parties are
selected to construct, own and operate new transmission assets, this would reduce the Company’s share of Ontario’s
transmission network.
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Health, Safety and Environmental Risk

Hydro One’s 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. This system includes a standing
committee of the Board that has governance over health, safety and environmental matters (see “Directors and
Management of the Company – Committees of the Board – Health, Safety, Environment and First Nations & Métis
Committee”). However, given the territory that the Company’s system encompasses and the amount of equipment that
it owns, the Company cannot guarantee that all such risks will be identified and mitigated without significant cost and
expense to the Company. The following are some of the areas that may have a significant impact on the Company’s
operations.

The Company is subject to extensive Canadian federal, provincial and municipal environmental regulation.
Failure to comply could subject the Company to fines or other penalties. In addition, the presence or release of
hazardous or other harmful substances could lead to claims by third parties or governmental orders requiring the
Company to take specific actions such as investigating, controlling and remediating the effects of these substances.
Hydro One currently has a voluntary land assessment and remediation program for off-site migration in place to
identify and, where necessary, remediate historical contamination that has resulted from past operational practices and
uses of certain long-lasting chemicals at the Company’s facilities. Any contamination of the Company’s properties
could limit its ability to sell these assets in the future.

In addition, actual future environmental expenditures may vary materially from the estimates used in the
calculation of the environmental liabilities on the Company’s balance sheet. The Company does not have insurance
coverage for these environmental expenditures.

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 result in delays and cost increases.

Although Hydro One is not a large emitter of greenhouse gases, the Company monitors all of these emissions and
has a management plan in place to track and report on all sources, including sulphur hexafluoride or “SF6”. In addition,
the Company recognizes the risks associated with potential climate change and has developed plans to respond as
appropriate.

The Company anticipates that all of its future environmental expenditures will continue to be recoverable in future
rates. However, any future regulatory decision to disallow or limit the recovery of such costs could have a material
adverse effect on the Company.

Pension Plan Risk

Hydro One has the Hydro One Defined Benefit Pension Plan in place for the majority of its employees.
Contributions to the pension plan are established by actuarial valuations which are minimally required to be filed with
the Financial Services Commission of Ontario on a triennial basis. The most recently filed valuation was prepared as at
December 31, 2013, and was filed in June 2014, covering a three year period from 2014 to 2016. Hydro One
contributed approximately $160 million in respect of 2013, approximately $174 million in respect of 2014, and will
contribute approximately $174 million by the end of 2015 to its pension plan to satisfy minimum funding requirements.
Contributions beyond 2015 are expected to continue to be significant; actual amounts will depend on investment
returns, changes in benefits and actuarial assumptions and may include additional voluntary contributions from time to
time. A determination by the Ontario Energy Board that some of the Company’s pension expenditures are not
recoverable from customers could have a material adverse effect on the Company, and this risk may be exacerbated if
the amount of required pension contributions increases.

The Ontario Energy Board has begun a consultation process that will examine pensions and other post-
employment benefits in regulated utilities. See “– Other Post-Employment and Post-Retirement Benefits Risks”. The
outcome of this consultation process is uncertain and the Company is unable to assess the impact of the potential
changes stemming from the review at this time.
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Risk of Recoverability of Total Compensation Costs

The Company manages all of its total compensation costs, including pension and other post-employment and post-
retirement benefits, subject to restrictions and requirements imposed by the collective bargaining process. Should any
element of total compensation costs be disallowed in whole or part by the Ontario Energy Board and not be recoverable
from customers in rates, the costs could be material and could lead to changes to the Company’s results of operations
and decrease net income, which could have a material adverse effect on the Company.

Other Post-Employment and Post-Retirement Benefits Risks

The Company provides other post-employment and post-retirement benefits, including workers compensation
benefits and long-term disability benefits to qualifying employees. The Ontario Energy Board has begun a consultation
process that will examine pensions and other post-employment benefits in regulated utilities. The objectives of the
consultation are to develop standard principles to guide the Ontario Energy Board’s review of pension and other post-
employment and post-retirement benefits costs in the future, to establish specific information requirements for
application and to establish appropriate regulatory mechanisms for cost recovery which can be applied consistently
across the gas and electricity sectors for rate-regulated utilities. The outcome of this consultation process is uncertain
and the Company is unable to assess the impact of the potential changes stemming from the review at this time. A
determination that some of the Company’s post-employment and post-retirement benefit costs are not recoverable
could have a material adverse effect on the Company.

Risk Associated with Outsourcing Arrangements

Consistent with Hydro One’s strategy of reducing operating costs, it has entered into an outsourcing arrangement
with Inergi LP. See “Business of Hydro One – Employees and Outsourced Services”. If the outsourcing arrangement or
statements of work thereunder are terminated for any reason or expire before a new supplier is selected, the Company
could be required to incur significant expenses to transfer to another service provider or insource, which could have a
material adverse effect on the Company’s business, operating results, financial condition or prospects.

Risk from Provincial Ownership of Transmission Corridors

The Province owns some of the Company’s transmission corridor lands underlying its transmission system.
Although the Company has the statutory right to use these transmission corridors, the Company may be limited in its
options to expand or operate its systems. Also, other uses of the transmission corridors by third parties in conjunction
with the operation of the Company’s systems may increase safety or environmental risks, which could have a material
adverse effect on the Company.

Litigation Risks

In the normal course of the Company’s operations, it may become involved in, be named as a party to or be the
subject of, various legal proceedings, including regulatory proceedings, tax proceedings and legal actions, relating to
actual or alleged violations of law, common law damages claims, personal injuries, property damage, property taxes,
land rights, the environment and contract disputes. The outcome with respect to outstanding, pending or future
proceedings cannot be predicted with certainty and may be determined adversely to the Company, which could have a
material adverse effect on the Company. Even if the Company prevails in any such legal proceeding, the proceedings
could be costly and time-consuming and would divert the attention of management and key personnel from the
Company’s business operations, which could adversely affect the Company.

Risks Relating to the Company’s Relationship with the Province

Ownership by the Province and Voting Power

The Province will own approximately 85% of the common shares immediately following this offering and the
share purchase arrangements referred to in “Principal and Selling Shareholder – Share Purchase Arrangements with the
Province” (84% of the common shares if the Over-Allotment Option is exercised in full). See “Principal and Selling
Shareholder”. In addition, the Electricity Act restricts the Province from selling Voting Securities (including common
shares) of any class or series if it would own less than 40% of the outstanding number of Voting Securities of that class
or series after the sale and in certain circumstances also requires the Province to take steps to maintain that level of
ownership. See “Governance and Relationship with Principal Shareholder – Province’s Ownership of Common Shares
and Preferred Shares”. Accordingly, the Province is expected to continue to maintain a significant ownership interest in
Voting Securities of Hydro One Limited for an indefinite period.
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As a result of its significant ownership of the common shares, the Province has, and is expected indefinitely to
have, the ability to determine or significantly influence the outcome of shareholder votes, subject only to the
restrictions in the Governance Agreement. While, with respect to its ownership interest in Hydro One Limited, the
Province has agreed to engage in the business and affairs of Hydro One Limited only as an investor and has stated its
intention to achieve its policy objectives through legislation and regulation as it would with respect to any other utility
operating in Ontario, the Governance Agreement preserves the Province’s right to vote its common shares in its sole
interest, which may not be aligned with the interests of other shareholders. See “Governance and Relationship with
Principal Shareholder – Governance Agreement – Governance Principles”.

The Share Ownership Restrictions and the Province’s significant ownership of common shares together
effectively prohibit one or more persons acting together from acquiring control of Hydro One Limited. They also may
limit or discourage transactions involving other fundamental changes to Hydro One Limited and the ability of other
shareholders to successfully contest the election of the directors proposed for election pursuant to the Governance
Agreement.

Continued Influence by the Province

Historically, as the sole shareholder of the Company, the Province has exercised significant influence over the
business and affairs of the Company by directing corporate actions or strategies through unanimous shareholder
declarations that removed authority from the board, by making appointments to the board and informally, through the
interaction of Ministers, ministerial staff and officials with executives of the Company. In exercising this influence, the
Province has been free to pursue its policy objectives rather than exclusively commercial interests of the Company. See
“Interests of Management and Others in Certain Material Transactions – Relationships with the Province and Other
Parties”.

Under the Governance Agreement, the Province has agreed to engage in the business and affairs of the Company
as an investor and not as a manager and has agreed to other restrictions and limitations with respect to the governance
of the Company and the Province’s rights as a holder of Voting Securities. See “Governance and Relationship with
Principal Shareholder – Governance Agreement.”

There is a risk, however, that the Province’s engagement in the business and affairs of the Company as an investor
will be informed by its policy objectives and may influence the conduct of the business and affairs of the Company in
ways that may not be aligned with the interests of other shareholders.

Nomination of Directors and Confirmation of Chief Executive Officer and Chair

Under the Governance Agreement, the Province is entitled to nominate 40% of the directors of Hydro One
Limited (except where the Province ceases to own 40% of the Voting Securities, in which case it will be entitled after a
period of time to nominate its proportionate share of the directors of Hydro One Limited as set forth in “Governance
and Relationship with Principal Shareholder – Governance Agreement – Nomination of Directors – Board Nominees”)
and all directors, other than the Chief Executive Officer, including those nominated by the Province, are required to be
independent of the Province. See “Governance and Relationship with Principal Shareholder – Governance Agreement
– Nomination of Directors – Director Qualification Standards”. In addition, under the Governance Agreement, the
appointment of both the Chief Executive Officer and the Chair of the Board must be approved (and confirmed
annually) by a special resolution of the Board passed by at least two-thirds of the votes cast at a meeting of the Board.
See “Governance and Relationship with Principal Shareholder – Governance Agreement – Board Approvals Requiring
a Special Resolution of the Directors”.

There is a risk that the Province will nominate or confirm individuals who satisfy the independence requirements
but who it considers are disposed to support and advance its policy objectives and give disproportionate weight to the
Province’s interests in exercising their business judgment and balancing the interests of the stakeholders of Hydro One
Limited. This, combined with the fact certain matters require a two-thirds vote of the Board could allow the Province to
unduly influence certain Board actions such as confirmation of the Chair and confirmation of the Chief Executive
Officer.
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Board Removal Rights

The Province is required under the Governance Agreement to vote in favour of all director nominees of Hydro
One Limited. That obligation is subject, however, to the Province’s overriding right to withhold from voting in favour
of all director nominees and its right to seek to remove and replace the entire Board, including in each case its own
director nominees but excluding the Chief Executive Officer and, at the Province’s discretion, the Chair. If the
Province exercises those rights, any new nominees proposed for election or appointment must be nominated in
accordance with the Governance Agreement and meet the independence and qualification standards, and the Province
may not re-nominate any of the directors who have been removed. See “Governance and Relationship with Principal
Shareholder – Governance Agreement – Election and Replacement of Directors”. In exercising these rights in any
particular circumstance, the Province is entitled to vote in its sole interest, which may not be aligned with the interests
of other shareholders.

More Extensive Regulation

Under the Governance Agreement, the Province has agreed to engage in the business and affairs of Hydro One
Limited as an investor and not as a manager and has stated that its intention is to achieve its policy objectives through
legislation and regulation as it would with respect to any other utility operating in Ontario. As a result, the Province has
restricted the manner in which it may seek to influence Hydro One Limited. See “Governance and Relationship with
Principal Shareholder – Governance Agreement.” Accordingly, there is a risk that the Province will exercise its
legislative and regulatory power to achieve policy objectives in a manner that has a material adverse effect on Hydro
One Limited.

Prohibitions on Selling the Company’s Transmission or Distribution Business

The Electricity Act prohibits the Company from selling all or substantially all of the business, property or assets
related to its transmission system or distribution system that is regulated by the Ontario Energy Board. There is a risk
that these prohibitions may limit the ability of the Company to engage in sale transactions involving a substantial
portion of either system, even where such a transaction may otherwise be considered to provide substantial benefits to
the Company and the holders of the common shares.

10% Ownership Restriction

As a result of the Share Ownership Restrictions, no person or company (or combination of persons or companies
acting jointly or in concert) may beneficially own or exercise control or direction over more than 10% of any class or
series of Voting Securities of Hydro One Limited, including the common shares, other than the Province and other than
an underwriter who holds the Voting Securities solely for the purpose of distributing Voting Securities to purchasers
who comply with the Share Ownership Restrictions. A holder of Voting Securities who contravenes the Share
Ownership Restrictions may also have its Voting Securities sold or redeemed and have dividend and voting
entitlements on its Voting Securities suspended. See “Governance and Relationship with Principal Shareholder – 10%
Ownership Restriction”. The Share Ownership Restrictions also effectively prohibit one or more persons acting
together from acquiring control of Hydro One Limited, including pursuant to a change of control transaction in which
holders of Voting Securities could otherwise receive a premium for their Voting Securities. The Share Ownership
Restrictions may also discourage trading in, and may limit the market for, the common shares and other Voting
Securities.

Future Sales of Common Shares by the Province

The Province has indicated that it currently intends to sell further common shares over time, until it holds
approximately 40% of the common shares, subject to the selling restrictions agreed with the Underwriters. See “Plan of
Distribution”. The Registration Rights Agreement also grants the Province the right to request that Hydro One Limited
file one or more prospectuses and take other procedural steps to facilitate secondary offerings by the Province of the
common shares. See “Governance and Relationship with Principal Shareholder – Province’s Ownership of Common
Shares and Preferred Shares – Registration Rights Agreement”. Future sales of common shares by the Province, or the
perception that such sales could occur, may materially adversely affect market prices for the common shares and
impede Hydro One Limited’s ability to raise capital through the issuance of additional common shares, including the
number of common shares that Hydro One Limited may be able to sell at a particular time or the total proceeds that
may be realized.
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Limitations on Enforcing the Governance Agreement

The Governance Agreement includes commitments by the Province restricting the exercise of its rights as a holder
of Voting Securities, including with respect to the maximum number of directors that the Province may nominate and
on how the Province will vote with respect to other director nominees. See “Governance and Relationship with
Principal Shareholder – Governance Agreement – Election and Replacement of Directors”. Hydro One Limited’s
ability to obtain an effective remedy against the Province, if the Province were not to comply with these commitments,
is limited as a result of the Proceedings Against the Crown Act (Ontario). This legislation provides that the remedies of
injunction and specific performance are not available against the Province, although a court may make an order
declaratory of the rights of the parties, which may influence the Province’s actions. A remedy of damages would be
available to Hydro One Limited, but damages may not be an effective remedy, depending on the nature of the
Province’s non-compliance with the Governance Agreement.

Potential Difficulties in Enforcing Civil Liabilities Against the Province, Hydro One Limited and other Persons

Under the securities legislation of Ontario and Newfoundland and Labrador, the statutory remedies of rescission
or damages where the prospectus or any amendment contains a misrepresentation are not available against the
Province, as selling shareholder or as a promoter of Hydro One Limited. It is also possible, based on prior court
decisions, that a claim against the Province based on these statutory remedies would have to be brought in the Ontario
courts, rather than in the courts of the purchaser’s province or territory of residence. If the claim was brought in the
Ontario courts, and Ontario law was applied in respect of the claim, the statutory remedies would not be available
against the Province. Alternatively, if a purchaser of common shares were to successfully assert a statutory
misrepresentation claim against the Province in a jurisdiction other than Ontario, the resulting judgment may not be
enforceable in Ontario for reasons which include that an Ontario court could conclude that it would be contrary to
Ontario public policy to do so. Nonetheless, recourse may continue to be available against Hydro One Limited and any
other parties that may be liable for any such misrepresentation.

Hydro One Limited is incorporated under the laws of Ontario, Canada and substantially all of the Company’s
assets are located in Canada. Substantially all of the directors and officers of Hydro One Limited, and some experts
named in this prospectus reside or are located in Canada, and their assets are located in Canada. As a result, it may be
difficult for non-Canadian or other investors to effect service of process outside of Canada against Hydro One Limited
the directors and officers of Hydro One Limited or these experts or to sue Hydro One Limited or those others in the
United States or other courts. If a lawsuit were successful, it may be difficult to collect any money awarded.

In relation to potential claims by U.S. investors, the United States Foreign Sovereign Immunities Act of 1976 (the
“FSIA”) provides that, subject to existing international agreements to which the United States was a party at the time
of the enactment of the FSIA, a foreign state or any agency or instrumentality of a foreign state is immune from U.S.
federal and state court jurisdiction unless a specific exception to the immunity applies. One such exception applies to
claims arising out of “commercial activity” by a foreign state or its agency or instrumentality. However, it is not certain
that a court would consider any acts or omissions by Hydro One Limited, Hydro One Inc. or the Province in connection
with this offering or otherwise to be “commercial activities” under the FSIA. Absent an applicable exception from
immunity under the FSIA, any attempt to assert a claim against Hydro One Limited, Hydro One Inc. or the Province
alleging a violation of the U.S. securities laws resulting from an alleged material misstatement in or material omission
from this prospectus, or any other act or omission in connection with this offering, may be barred. Further, absent an
applicable exception from immunity under the FSIA, any attempt to assert a claim against Hydro One Limited, Hydro
One Inc. or the Province or any of their respective agents or employees alleging any other complaint, including as a
result of any future action by the Province as a shareholder of Hydro One Limited, may also be barred.

In addition, even if a U.S. judgment could be obtained in such an action, the results of such judgment may not be
enforceable in Ontario.

Risks Relating to this Offering

Absence of a Prior Public Market

There is currently no public market for Hydro One Limited’s common shares. The offering price of the common
shares offered hereunder has been determined by negotiation between the Province and the Underwriters. The
Company cannot predict the price at which Hydro One Limited’s common shares will trade upon closing and there can
be no assurance that an active trading market will develop after closing or, if developed, that such a market will be
sustained. In addition, if an active public market does not develop or is not maintained, investors may have difficulty
selling their common shares.
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Potentially Volatile Market Price for Common Shares

The market price for Hydro One Limited’s common shares may be volatile and subject to wide fluctuations in
response to numerous factors, many of which are beyond the Company’s control, including, but not limited to, the
following: (i) actual or anticipated fluctuations in the Company’s quarterly results of operations; (ii) changes in
forecasts, estimates or recommendations of securities research analysts regarding the Company’s future results of
operations or financial performance; (iii) changes in the economic performance or market valuations of other issuers
that investors deem comparable to the Company; (iv) addition or departure of the Company’s executive officers and
other key personnel; (v) increases or decreases in the amount of dividends to be paid or expected to be paid by the
Company; (vi) release or expiration of lock-up or other transfer restrictions on outstanding common shares; (vii) sales
or anticipated sales of additional common shares by Hydro One Limited or the Selling Shareholder; (viii) significant
acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving the
Company or its competitors; and (ix) news reports relating to trends, concerns, technological or competitive
developments, regulatory changes and other related issues in the Company’s industry or target markets.

Financial markets may experience significant price and volume fluctuations that affect the market prices of equity
securities of public entities, even though unrelated to the operating performance, underlying asset values or prospects
of such entities. Accordingly, the market price of Hydro One Limited’s common shares may decline even if its
operating results, underlying asset values or prospects have not changed. As well, certain institutional investors may
base their investment decisions on consideration of the Company’s environmental, governance and social practices and
performance against such institutions’ respective investment guidelines and criteria, and failure to satisfy such criteria
may result in limited or no investment in, or divestiture of the common shares by those institutions, which could
materially adversely affect the trading price of the common shares. There can be no assurance that continuing
fluctuations in price and volume will not occur. If such increased levels of volatility and market turmoil occur or
continue for a protracted period of time, the Company’s operations and the trading price of Hydro One Limited’s
common shares may be materially adversely affected.

Payment of Dividends

Payment of dividends is dependent on cash flows of the Company’s business and subject to change. The
declaration and payment of future dividends will be at the discretion of the Board, may be subject to restrictions under
Hydro One Limited and Hydro One Inc.’s credit facilities and may be affected by various other factors, including the
Company’s revenues, financial condition, acquisitions and legal, regulatory or contractual restrictions. There can be no
assurance that Hydro One Limited will be in a position to pay dividends at the rate anticipated in this prospectus (or at
all) in the future. A reduction or cessation of the payment of dividends could materially adversely affect the trading
price of the common shares.

Dilution

The issuance of additional common shares by Hydro One Limited may have a dilutive effect on the interests of
Hydro One Limited’s shareholders. The number of common shares that Hydro One Limited is authorized to issue is
unlimited. Hydro One Limited may, in its sole discretion, subject to applicable laws and the rules of the TSX and any
stock exchange on which its securities may be listed from time to time, issue additional common shares from time to
time (including pursuant to the Company’s Long Term Incentive Plan, the PWU Share Grant Plan and the Society
Share Grant Plan), and the interests of shareholders may be diluted thereby.

Securities Analysts’ Research or Reports Could Impact Price of Common Shares

The trading market for Hydro One Limited’s common shares may be facilitated in part by the research and reports
that industry or financial analysts publish about the Company or its business. If no or few analysts commence coverage
of the Company, the trading price of the common shares could be lower than otherwise. Even if the Company does
obtain analyst coverage, if one or more of the analysts covering the Company’s business downgrade their evaluations
of Hydro One Limited’s common shares or share price, the price of the common shares could decline. If one or more of
these analysts cease to cover Hydro One Limited’s common shares, the Company could lose visibility in the market for
its shares, which in turn could cause Hydro One Limited’s common share price to decline.
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Tax Risks Relating to this Offering

Hydro One Inc.’s liability for payment-in-lieu of tax under the Electricity Act for the taxation year that includes
August 31, 2015 will be impacted by the fair market value of the shares and debt of Hydro One Brampton Networks
Inc. transferred, at the Province’s direction, to a company wholly-owned by the Province on August 31, 2015 by way
of a dividend-in-kind and a return of capital, respectively. No advance ruling has been obtained from the Ministry of
Finance (Ontario) as to the valuation of such shares and debt at the time of these dispositions. The Company could be
materially adversely affected if the valuation of such shares and debt is reassessed or challenged.

As a result of this offering, Hydro One Limited and each of its subsidiaries will lose its tax exempt status and will
be subject to income tax under the Tax Act, the Taxation Act, 2007 (Ontario), and any other provincial or income tax
statute applicable after the loss of such status. Despite the fact that Hydro One has made payments in lieu of tax,
certain taxation issues may arise as a result of Hydro One’s change in tax status which could negatively impact Hydro
One and which may subject Hydro One to various types of tax. Hydro One has taken, and expects in the future to take,
actions to minimize these potential impacts. No advance income tax ruling has been obtained from the Canada
Revenue Agency in respect of any potential impacts.

Holding Company Risk

Following completion of this offering, Hydro One Limited will be a holding company and a substantial portion of
its assets will be the shares of its subsidiaries. As a result, prospective purchasers of common shares are subject to the
risks attributable to Hydro One Limited’s subsidiaries. As a holding company, Hydro One Limited will conduct
substantially all of its business through its subsidiaries, which will generate substantially all of its revenues.
Consequently, Hydro One Limited’s cash flows and ability to complete current or desirable future enhancement
opportunities are dependent on the earnings of its subsidiaries and the distribution of those earnings to Hydro One
Limited. The ability of these entities to pay dividends and other distributions will depend on their operating results and
will be subject to applicable laws and regulations which require that solvency and capital standards be maintained by
such companies and contractual restrictions contained in the instruments governing their debt. In the event of a
bankruptcy, liquidation or reorganization of any of Hydro One Limited’s subsidiaries, holders of indebtedness and
other creditors will generally be entitled to payment of their claims from the assets of such subsidiaries before any
assets are made available for distribution to Hydro One Limited.

Pro Forma Financial Information

In preparing the unaudited pro forma condensed consolidated financial statements of Hydro One Inc. appearing
elsewhere in this prospectus, the Company has given effect to certain transactions, as described in the notes to such
financial statements. While management believes that the estimates and assumptions underlying the pro forma
condensed consolidated financial statements are reasonable, such assumptions and estimates, including with respect to
the annual net cash savings due to the reduction of cash taxes payable by Hydro One, may be materially different than
the Company’s actual results and experience in the future.

First Nations and Métis Proceedings

Certain First Nations and Métis organizations have asserted that the Province has an obligation to consult with
them in respect of asserted potential adverse effects of the Province’s proposed sale of common shares in this offering
on their Aboriginal and treaty rights. Whether the Province has a duty to consult or not, it has indicated that it is in
discussions regarding potential equity participation by the First Nations. The Company understands that these
discussions focus on facilitating equity participation for such communities through future offerings by the Province.
These discussions are ongoing and are not expected to affect the number of shares available for purchase in this
offering. In addition, the Métis Nation of Ontario has expressed an interest in a dialogue with the Province in relation
to this offering. The Province has indicated that it is also prepared to engage in a dialogue with the Métis in relation to
broadened ownership of the Company. See “Principal and Selling Shareholder”.

In addition, if a duty to consult exists in respect of this offering, it would rest with the Province and not Hydro
One Limited and its subsidiaries. Broadening the ownership of Hydro One Limited will not alter the regulatory
framework under which the Company operates and in which consultation with First Nation and Métis communities
occurs, nor will it affect the Province’s duty to consult, as appropriate.
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To date, Canadian courts have been reluctant to enforce Aboriginal or treaty rights in a manner that would disturb
established third party ownership interests, and the Province is not aware of any Canadian case where a court has
unwound a public offering (whether as a result of an alleged breach of a duty to consult or otherwise). Accordingly, the
Province has indicated that it considers it unlikely that any rights of holders of common shares that have been sold by
the Province would be adversely affected by a claim that the Province has breached its duty to consult in respect of this
offering. It is nevertheless possible that one or more First Nation or Métis organizations may commence legal
proceedings in relation to this offering, seeking remedies that could include injunctive relief, damages or rescission of
this offering.

PROMOTERS

Hydro One Inc. has taken the initiative in founding and organizing Hydro One Limited and may therefore be
considered a promoter of Hydro One Limited for the purposes of applicable securities legislation. Hydro One Inc. will
be Hydro One Limited’s wholly owned subsidiary and will not hold any common shares or preferred shares of Hydro
One Limited following the closing of this offering. Hydro One Inc. will not receive any benefits or proceeds, directly
or indirectly, in connection with this offering. See “Corporate Structure – Corporate Structure and Subsidiaries”.

Neither Hydro One Limited nor the Province is of the view that the Province is a promoter of Hydro One Limited
for the purpose of this offering. However, as the Province may be perceived as having taken the initiative in founding,
organizing or substantially reorganizing the business of Hydro One and who, in connection thereof, received
consideration from the proceeds of the sale of common shares, the Province may be considered a promoter of Hydro
One Limited for the purposes of applicable securities legislation. Accordingly, the Province has provided a promoter
certificate in this prospectus.

The net proceeds to the Province from this offering will be approximately $1,635,949,200 after deducting the
Underwriters’ Fee (assuming that 70% of the common shares offered under this prospectus are sold to institutional
investors) but before deducting the expenses of this offering ($1,800,351,000 if the Over-Allotment Option is exercised
in full). Immediately following the closing of this offering, and the other transactions described in “Principal and
Selling Shareholder – Share Purchase Arrangements with the Province”, the Province will hold between
507,813,684 and 508,393,333 common shares (between 499,663,684 and 500,243,333 common shares if the Over-
Allotment Option is exercised in full), representing approximately 85% of Hydro One Limited’s total issued and
outstanding common shares (approximately 84% if the Over-Allotment Option is exercised in full) and
16,720,000 Series 1 preferred shares, representing 100% of the total issued and outstanding Series 1 preferred shares of
Hydro One Limited. See “Principal and Selling Shareholder” and “Governance and Relationship with Principal
Shareholder”.

LEGAL PROCEEDINGS AND REGULATORY MATTERS

The Company is from time to time involved in legal proceedings of a nature considered normal to its business.
Except as disclosed below, Hydro One believes that none of the litigation in which it is currently involved, or has been
involved since the beginning of the most recently completed financial year, individually or in the aggregate, is material
to its consolidated financial condition or results of operations.

In connection with the reorganization of Ontario Hydro, Hydro One Inc. succeeded Ontario Hydro as a party to
various pending legal proceedings relating to the businesses, assets, real estate and employees transferred to it. Hydro
One Inc. also assumed responsibility for future claims relating to the businesses, assets, real estate and employees
acquired by Hydro One Inc. and arising out of events occurring prior to, as well as after, April 1, 1999. In addition to
claims assumed by the Company, it is, from time to time, named as a defendant in legal actions arising in the normal
course of business. There are currently no actions that are outstanding which are expected to have a material adverse
effect on the Company.

LEGAL MATTERS

Certain legal matters in connection with this offering will be passed upon by Osler, Hoskin & Harcourt LLP on
behalf of Hydro One Limited, by Torys LLP on behalf of the Selling Shareholder and by Blake, Cassels & Graydon
LLP on behalf of the Underwriters. The partners and associates of each of Osler, Hoskin & Harcourt LLP, Torys LLP
and Blake, Cassels & Graydon LLP beneficially own, directly or indirectly, less than one percent of the securities of
Hydro One Limited or any associate or affiliate of Hydro One Limited.
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INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Other than as noted below and elsewhere in this prospectus, there are no material interests, direct or indirect, of
any director or executive officer of the Company, any shareholder that beneficially owns, or controls or directs
(directly or indirectly), more than 10% of any class or series of Hydro One Limited’s outstanding voting securities, or
any associate or affiliate of any of the foregoing persons, in any transaction within the three years before the date
hereof that has materially affected or is reasonably expected to materially affect the Company.

Relationships with the Province and Other Parties

Overview

The Province will be Hydro One Limited’s principal shareholder. The Ontario Energy Board is the principal
regulator of Ontario’s electricity industry. The Province appoints the board members of the Ontario Energy Board and
fills any vacancies on the Ontario Energy Board. The Ontario Energy Board is obligated to implement approved
directives of the Province concerning general policy and objectives to be pursued by the Ontario Energy Board and
other directives aimed at addressing existing or potential abuses of market power by industry participants. The IESO,
among other matters, directs the operation of the Ontario power system by balancing supply and demand of electricity
and directing electricity flow and assumed the responsibility for forecasting supply and demand of electricity over the
medium and long term to meet the needs of the province. The board of directors of the IESO, other than its Chief
Executive Officer, is appointed by the Province in accordance with the regulations in effect from time to time under the
Electricity Act.

Transfer Orders

The transfer orders pursuant to which Hydro One Inc. acquired Ontario Hydro’s electricity transmission,
distribution and energy services businesses as of April 1, 1999, did not transfer certain assets, rights, liabilities or
obligations where the transfer would constitute a breach of the terms of any such asset, right, liability or obligation or a
breach of any law or order. The transfer orders also did not transfer title to some assets located on Reserves. See “Risk
Factors – Risk from Transfer of Assets Located on Reserves”.

Hydro One is obligated under the transfer orders to manage both the assets held in trust until it has obtained all
consents necessary to complete the transfer of title to these assets to Hydro One and the assets otherwise retained by
the Ontario Electricity Financial Corporation that relate to Hydro One’s businesses. Hydro One has entered into an
agreement with the Ontario Electricity Financial Corporation under which it is obligated, in managing these assets, to
take instructions from the Ontario Electricity Financial Corporation if Hydro One’s actions could have a material
adverse effect on the Ontario Electricity Financial Corporation. The Ontario Electricity Financial Corporation has
retained the right to take control of and manage the assets, although it must notify and consult with Hydro One before
doing so and must exercise its powers relating to the assets in a manner that will facilitate the operation of Hydro One’s
businesses. The consent of the Ontario Electricity Financial Corporation is also required prior to any disposition of
these assets.

The Province also transferred officers, employees, assets, liabilities, rights and obligations of Ontario Hydro in a
similar manner to its other successor transferees. These transfer orders include a dispute resolution mechanism to
resolve any disagreement among the various transferees with respect to the transfer of specific assets, liabilities, rights
or obligations.

The transfer orders do not contain any representations or warranties from the Province or the Ontario Electricity
Financial Corporation with respect to the transferred officers, employees, assets, liabilities, rights and obligations.
Furthermore, under the Electricity Act, the Ontario Electricity Financial Corporation was released from liability in
respect of all assets and liabilities transferred by the transfer orders, except for liability under Hydro One’s indemnity
from the Ontario Electricity Financial Corporation. See “Governance and Relationship with Principal Shareholder –
Ontario Electricity Financial Corporation Indemnity”. By the terms of the transfer orders, each transferee indemnifies
the Ontario Electricity Financial Corporation with respect to any assets and liabilities related to that transferee’s
business not effectively transferred, and is obligated to take all reasonable measures to complete the transfers where the
transfers were not effective.

174



Hydro One has indemnified the Ontario Electricity Financial Corporation in respect of the damages, losses,
obligations, liabilities, claims, encumbrances, penalties, interest, taxes, deficiencies, costs and expenses arising from
matters relating to the Company’s business and any failure by Hydro One to comply with its obligations to the Ontario
Electricity Financial Corporation under agreements dated as of April 1, 1999. These obligations include obligations to
employ the employees transferred to Hydro One under the transfer orders, make and remit employee source deductions
(including tax withholding amounts, and employer contributions), manage the real and personal properties which the
Ontario Electricity Financial Corporation continues to hold in trust or otherwise and take any necessary action to
transfer all of these properties to the Company, to pay realty taxes and other costs, provide access to books and records
and to assume other responsibilities in respect of the assets held by the Ontario Electricity Financial Corporation in
trust for the Company.

AUDITORS, TRANSFER AGENT AND REGISTRAR

KPMG LLP, Chartered Professional Accountants, Licensed Public Accountants, located at 333 Bay Street, Suite
4600, Bay Adelaide Centre, Toronto, Ontario, M5H 2S5, is the auditor of Hydro One Limited and Hydro One Inc. and
has confirmed that it is independent of Hydro One Limited and Hydro One Inc. within the meaning of the relevant rules
and related interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation or
regulation.

The transfer agent and registrar for Hydro One Limited’s common shares will be Computershare Investor Services
Inc. at its principal office in Toronto, Ontario.

MATERIAL CONTRACTS

The following are the only material contracts, other than those contracts entered into in the ordinary course of
business, which Hydro One Limited has entered into since the beginning of the last financial year before the date of
this prospectus, entered into prior to such date but which contract is still in effect, or to which Hydro One Limited is or
will become a party on or prior to the closing of this offering:

(a) the Underwriting Agreement, described under “Plan of Distribution”;

(b) the Governance Agreement, described under “Governance and Relationship with Principal Shareholder”; and

(c) the Registration Rights Agreement, described under “Governance and Relationship with Principal
Shareholder”.

Copies of the foregoing material agreements, once executed, will be filed with the Canadian securities regulatory
authorities and available on SEDAR at www.sedar.com. Prospective purchasers are encouraged to read the full text of
such material agreements.

PURCHASERS’ STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION

Securities legislation in certain of the provinces and territories of Canada provides purchasers with the right to
withdraw from an agreement to purchase securities. This right may be exercised within two business days after receipt
or deemed receipt of a prospectus and any amendment. In several of the provinces and territories of Canada,
the securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, revisions of
the price or damages if the prospectus and any amendment contains a misrepresentation or is not delivered to the
purchaser, provided that the remedies for rescission, revisions of the price or damages are exercised by the purchaser
within the time limits prescribed by the securities legislation of the purchaser’s province or territory. The purchaser
should refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for the
particulars of these rights or consult with a legal advisor.

Certain remedies, including statutory rights for rescission or damages, may not be available against the Province
of Ontario as selling shareholder or as a promoter of Hydro One Limited. See “Risk Factors – Risks Relating to the
Company’s Relationship with the Province – Potential Difficulties in Enforcing Civil Liabilities Against the Province,
Hydro One Limited and Other Persons”. The purchaser should refer to any applicable provisions of the securities
legislation of the purchaser’s province or territory for the particulars of these rights or consult with a legal advisor.
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EXEMPTIONS

Hydro One Inc. applied to the Ontario Securities Commission, as principal regulator, for a decision exempting
Hydro One Limited from the requirements in section 3.2 of National Instrument 52-107 – Acceptable Accounting
Principles and Auditing Standards which requires financial statements to be prepared in accordance with and disclosed
in compliance with International Financial Reporting Standards. On August 27, 2015, the exemption was granted. The
decision granting the exemption permits Hydro One Limited to prepare and present its financial statements required to
be filed with the securities regulatory authorities in each of the provinces and territories of Canada (including financial
statements included in any prospectus of Hydro One Limited) in accordance with U.S. GAAP until the earliest to occur
of the following:

(a) if Hydro One Limited does not complete the pre-closing reorganization and this offering in the manner
described in the decision granting the exemption;

(b) January 1, 2019;

(c) if, after all of the outstanding shares of Hydro One Inc. are acquired by Hydro One Limited, Hydro One
Limited ceases to have activities subject to rate regulation, the first day of Hydro One Limited’s financial
year commencing after its ceases to have such activities subject to rate regulation; and

(d) the effective date prescribed by the International Accounting Standards Board for the mandatory application
of a standard within International Financial Reporting Standards specific to entities with activities subject to
rate regulation.

The exemptive relief was requested: (i) due to continuing uncertainty of accounting treatment and lack of a
specific mandatory standard for entities with activities subject to rate regulation under International Financial
Reporting Standards; (ii) because U.S. GAAP provides a more suitable set of accounting principles for entities with
activities subject to rate regulation and is more consistent with those prescribed by the Ontario Energy Board in its
Accounting Procedures Handbook for Electric Distribution Utilities; and (iii) to ensure consistency with and
comparability to the financial statements of Hydro One Inc. which reports in U.S. GAAP, as well as Hydro One
Limited’s industry peers that currently report in U.S. GAAP.

Hydro One Limited has applied to the Ontario Securities Commission, as principal regulator, for exemptive relief
from item 32.1(1)(b) of Form 41-101F1 as prescribed under National Instrument 41-101 – General Prospectus
Requirements with respect to certain historical financial statements relating to Haldimand Hydro, Norfolk Power and
Woodstock Hydro (collectively, the “Non-Significant Acquisitions”), which Hydro One Limited understands may be
considered a primary business of the issuer pursuant to item 32.1(1)(b) of Form 41-101F1. The treatment of the
acquired businesses as a primary business of the issuer would require Hydro One Limited to include in the prospectus
audited financial statements for such businesses for the three completed financial years prior to the date of the
prospectus, together with interim financial statements for the relevant interim periods. Hydro One Limited has applied
for exemptive relief from the requirement to include audited financial statements relating to the Non-Significant
Acquisitions for the three completed financial years prior to the date of the prospectus and interim financial statements
relating to the Non-Significant Acquisitions for the relevant interim periods. The exemptions requested will be
evidenced by the issuance of a receipt for this prospectus. In its application, Hydro One Limited made, among others,
the following submissions:

• The Non-Significant Acquisitions are not significant or otherwise material having regard to the overall size
and value of the Company’s business and operations. Including the financial statements and related
management’s discussion and analysis disclosure with respect to the Non-Significant Acquisitions would be
confusing to investors and would not add any additional meaningful disclosure.

• The historical financial statements of Hydro One Inc. are the more appropriate financial statements for the
purposes of allowing investors to form a reasonable judgment regarding the Company and the securities
offered under this prospectus.

• Haldimand Hydro and Norfolk Power were acquired, and Woodstock Hydro will be acquired, by Hydro One
Inc., which is a reporting issuer. No financial statement disclosure was required to be provided by Hydro One
Inc. for those businesses under the significant acquisition provisions of applicable securities laws. Further, if
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Hydro One Inc. had been the issuer in this offering, it would not have been subject to the requirement to
provide financial statements for the three businesses by virtue of item 32.1(2) of Form 41-101F1.

• Based on the foregoing, Hydro One Limited does not believe that the financial statements in respect of which
the relief was requested are necessary for the prospectus to contain full, true and plain disclosure of all
material facts with respect to the common shares.

AGENT FOR SERVICE OF PROCESS IN CANADA

Kathryn Jackson, a director of Hydro One Limited, resides outside of Canada. Ms. Jackson has appointed Hydro
One Limited, 483 Bay Street, 8th Floor, South Tower, Toronto, Ontario, M5G 2P5, Canada, as agent for service of
process in Canada. Purchasers are advised that it may not be possible for investors to enforce judgments obtained in
Canada against any person or company that is incorporated, continued or otherwise organized under the laws of a
foreign jurisdiction or resides outside of Canada, even if the party has appointed an agent for service of process.
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GLOSSARY

“$” or “dollar” means Canadian Dollars.

“1933 Act” means the United States Securities Act of 1933, as amended.

“allowable capital loss” has the meaning given to such term set out under “Certain Canadian Federal Income Tax
Considerations – Taxation of Holders of Common Shares – Dispositions”.

“Board” means the Board of Directors of Hydro One Limited.

“BPSAA” has the meaning given to such term set out under “Executive Compensation – Components of
Compensation – Transitional Arrangements”.

“BPSECA” has the meaning given to such term set out under “Executive Compensation – Components of
Compensation – Transitional Arrangements”.

“CAGR” means compound annual growth rate.

“CDM” means conservation and demand management.

“Closing Date” has the meaning given to such term set out on the cover page of this prospectus.

“Code of Conduct” has the meaning given to such term set out under “Directors and Management of the
Company – Ethical Business Conduct”.

“common shares” has the meaning given to such term set out on the cover page of this prospectus.

“Corporate Governance Guidelines” has the meaning given to such term set out under “Directors and
Management of the Company – Board Renewal”.

“Council” means the Premier’s Advisory Council on Government Assets.

“demand registration” has the meaning given to such term set out under “Governance and Relationship with
Principal Shareholder – Province’s Ownership of Common Shares and Preferred Shares – Registration Rights
Agreement”.

“Diversity Policy” has the meaning given to such term set out under “Directors and Management of the Company
– Diversity”.

“DSU” has the meaning given to such term set out under “Executive Compensation – Long Term Incentive Plan –
Authorized Shares”.

“Election Meeting” has the meaning given to such term set out under “Directors and Management of the
Company – Majority Voting Policy”.

“Electricity Act” has the meaning given to such term set out under “Electricity Industry – Ontario’s Electricity
Industry – Evolution”.

“EPSCA” means the Electrical Power Sector Construction Association.

“FSIA” means the United States Foreign Sovereign Immunities Act of 1976.

“Governance Agreement” means the governance agreement to be entered into as of the Closing Date between
Hydro One Limited and the Province.

“Grant Date” has the meaning given to such term set out under “Share Grant Plans”.
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“GWh” means gigawatt-hours.

“Haldimand Hydro” means Haldimand County Utilities Inc.

“Holder” has the meaning given to such term set out under “Certain Canadian Federal Income Tax
Considerations”.

“Hugessen” has the meaning given to such term set out under “Executive Compensation – Compensation
Consultant”.

“Human Resources Committee” has the meaning given to such term set out under “Executive Compensation –
Compensation Governance – Human Resources Committee”.

“Hydro One” or the “Company” refer to Hydro One Limited, Hydro One Inc. and their subsidiaries taken
together as a whole as they will exist immediately following the time of closing of this offering and the related
Pre-Closing Transactions.

“Hydro One Defined Benefit Pension Plan” has the meaning given to such term set out under “Executive
Compensation – Pension Plan Benefits – Existing Pension Arrangements”.

“Hydro One Entitlements” has the meaning given to such term set out under “Governance and Relationship with
Principal Shareholder – Ontario Electricity Financial Corporation Indemnity”.

“IESO” means the Independent Electricity System Operator.

“kV” means kilovolt.

“kW” means kilowatt.

“kWh” means kilowatt hour.

“LDC” has the meaning given to such term set out under “Electricity Industry – Ontario’s Electricity Industry –
Evolution”.

“Liquidity Facility” has the meaning given to such term set out under “Pre-Closing Transactions – Hydro One
Inc. Credit Facilities”.

“Long Term Incentive Plan” or “LTIP” means Hydro One’s Long Term Incentive Plan.

“Majority Withheld Vote” has the meaning given to such term set out under “Directors and Management of the
Company – Majority Voting Policy”.

“management” has the meaning given to such term set out under “Meaning of Certain References”.

“Market Rules” means the rules made under section 32 of the Electricity Act that are administered by the IESO.

“Micro FIT” means the micro feed-in-tariff program of the IESO.

“MW” means megawatt.

“NEOs” has the meaning given to such term set out under “Executive Compensation – Compensation Discussion
and Analysis”.

“NERC” has the meaning given to such term set out under “Electricity Industry – Ontario’s Electricity Industry –
Evolution – IESO”.
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“New Term Facility” has the meaning given to such term set out under “Pre-Closing Transactions – Hydro One
Inc. Credit Facilities”.

“Norfolk Power” means Norfolk Power Inc.

“Non-Significant Acquisitions” has the meaning given to such term set out under “Exemptions”.

“NPCC” means the Northeast Power Coordinating Council, Inc.

“OBCA” means the Business Corporations Act (Ontario).

“Ombudsman’s Mandate” has the meaning given to such term set out under “Governance and Relationship with
Principal Shareholder – Ombudsman”.

“Ontario” or the “province” in lower case type refers to the Province of Ontario as a geographical area.

“Operating Credit Facility” has the meaning given to such term set out under “Pre-Closing Transactions –
Hydro One Inc. Credit Facilities”.

“Options” has the meaning given to such term set out under “Executive Compensation – Components of
Compensation – Variable Compensation – Long Term Incentives”.

“Over-Allotment Option” has the meaning given to such term set out on the cover page of this prospectus.

“PCB” means polychlorinated biphenyls.

“PILs” or “payments in lieu of tax” means payments in lieu of corporate income taxes.

“Pre-Closing Steps” has the meaning given to such term set out under “Pre-Closing Transactions – Pre-Closing
Steps”.

“Proposed Amendments” has the meaning given to such term set out under “Certain Canadian Federal Income
Tax Considerations”.

“Province” or the “Selling Shareholder” has the meaning given to such term set out on the cover page of this
prospectus.

“PSUs” has the meaning given to such term set out under “Executive Compensation – Components of
Compensation – Variable Compensation – Long Term Incentives”.

“PWU Share Grant Plan” has the meaning given to such term set out under “Share Grant Plans”.

“PWU Trusts” has the meaning given to such term set out under “Pre-Closing Transactions – Share Purchase
Arrangements with the Province”.

“Registration Rights Agreement” means the registration rights agreement to be entered into as of the Closing
Date between Hydro One Limited and the Province.

“Reserve” means a “reserve” as that term is defined in the Indian Act (Canada).

“RRFE” has the meaning given to such term set out under “Business of Hydro One – Distribution Business –
Regulation – Distribution Rates”.

“RRIF” has the meaning given to such term set out under “Eligibility for Investment”.

“RRSP” has the meaning given to such term set out under “Eligibility for Investment”.
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“RSUs” has the meaning given to such term set out under “Executive Compensation – Components of
Compensation – Variable Compensation – Long Term Incentives”.

“SAR” has the meaning given to such term set out under “Executive Compensation – Long Term Incentive Plan –
Authorized Shares”.

“SEC” means the United States Securities and Exchange Commission.

“Share Ownership Restrictions” has the meaning given to such term set out under “Governance and
Relationship with Principal Shareholder – 10% Ownership Restriction”.

“shares” has the meaning given to such term set out under “Governance and Relationship with Principal
Shareholder – Province’s Ownership of Common Shares and Preferred Shares – Registration Rights Agreement”.

“Short Term Incentive Plan” or “STIP” has the meaning given to such term set out under “Executive
Compensation – Components of Compensation – Variable Compensation – Short Term Incentives”.

“Small FIT” means the small feed-in-tariff program of the IESO.

“Smaller Subgroup S&P/TSX60” has the meaning given to such term set out under “Executive Compensation –
Benchmarking and Pay Positioning for New Chief Executive Officer and New Chief Financial Officer”

“Society Share Grant Plan” has the meaning given to such term set out under “Share Grant Plans”.

“Society Trusts” has the meaning given to such term set out under “Pre-Closing Transactions – Province’s Share
Purchase Arrangements”.

“Special Board Resolution” has the meaning given to such term set out under “Governance and Relationship
with Principal Shareholder – Governance Agreement – Board Approvals Requiring a Special Resolution of the
Directors – Annual Confirmation of Chair and Chief Executive Officer”.

“Specified Provincial Entity” means (1)(a) the Ontario Financing Authority, (b) the IESO, (c) Ontario Power
Generation Inc., (d) the Electrical Safety Authority, (e) Ontario Electricity Financial Corporation, (f) Infrastructure
Ontario, or (g) a subsidiary of, or a person controlled by, any organization listed in (a) to (f); and (2) the Ontario
Energy Board.

“Tax Act” means the Income Tax Act (Canada) and the regulations thereunder.

“taxable capital gain” has the meaning given to such term set out under “Certain Canadian Federal Income Tax
Considerations – Taxation of Holders of Common Shares – Dispositions”.

“TFSA” has the meaning given to such term set out under “Eligibility for Investment”.

“Trusts” has the meaning given to such term set out under “Pre-Closing Transactions – Share Purchase
Arrangements with the Province”.

“TSX” has the meaning given to such term set out on the cover page of this prospectus.

“TWh” means terawatt-hours.

“UMIR” means the Universal Market Integrity Rules for Canadian Marketplaces.

“Underwriters” has the meaning given to such term set out on the cover page of this prospectus.
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“Underwriters’ Fee” has the meaning given to such term set out on the cover page of this prospectus.

“Underwriting Agreement” has the meaning given to such term set out under “Plan of Distribution”.

“U.S.” means United States of America.

“U.S.$” means U.S. dollars.

“U.S. GAAP” means United States Generally Accepted Accounting Principles.

“Voting Securities” means a security of Hydro One Limited carrying a voting right either under all circumstances
or under some circumstances that have occurred and are continuing.

“Woodstock Hydro” means Woodstock Hydro Holdings Inc.
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HYDRO ONE LIMITED

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of Hydro One Limited

We have audited the accompanying financial statements of Hydro One Limited, which comprise the balance sheet
as at August 31, 2015, statements of changes in equity and cash flows for the one day period ended August 31, 2015
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 United States 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 audit. We conducted our
audit 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 audit is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the Hydro One Limited financial statements present fairly, in all material respects, the financial
position of Hydro One Limited as at August 31, 2015 and its results of operations and its cash flows for the one day
period ended August 31, 2015 in accordance with United States Generally Accepted Accounting Principles.

Chartered Professional Accountants, Licensed Public Accountants

Toronto, Canada
October 28, 2015
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HYDRO ONE LIMITED

BALANCE SHEET
At August 31, 2015
(Canadian dollars)

Assets:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

Subsequent Events (Note 4)

Shareholder’s equity:
Share capital (authorized: unlimited; issued: 100,000) (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

Total shareholder’s equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

On behalf of the Board of Directors:

(Signed) DAVID DENISON (Signed) PHILIP ORSINO

Director Director

See accompanying notes to Financial Statements.
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HYDRO ONE LIMITED

STATEMENT OF CHANGES IN EQUITY
One day period ended August 31, 2015

(Canadian dollars)

Shareholder’s equity – beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Common shares issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

Shareholder’s equity – end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

See accompanying notes to Financial Statements.
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HYDRO ONE LIMITED

STATEMENT OF CASH FLOWS
One day period ended August 31, 2015

(Canadian dollars)

Financing activity
Proceeds from common shares issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

Increase in cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000
Cash – beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

Cash – end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000

See accompanying notes to Financial Statements.
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HYDRO ONE LIMITED

NOTES TO FINANCIAL STATEMENTS
One day period ended August 31, 2015

(Canadian dollars)

1. DESCRIPTION OF THE BUSINESS

Hydro One Limited (Hydro One or the Company), was incorporated on August 31, 2015, under the Business
Corporations Act (Ontario) and issued 100,000 common shares to the Province of Ontario (the Province) on that
date. The Company was formed for the purpose of completing a public offering of its common shares.

The Company’s registered and head offices are located at 483 Bay Street, 8th Floor, South Tower, Toronto,
Ontario M5G 2P5.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

These Financial Statements are prepared and presented in accordance with United States (US) Generally Accepted
Accounting Principles (GAAP) and in Canadian dollars.

Hydro One performed an evaluation of subsequent events through to October 28, 2015, the date these Financial
Statements were available to be issued, to determine whether any events or transactions warranted recognition and
disclosure in these Financial Statements. See Note 4 – Subsequent Events.

Cash

Cash consists of cash on hand.

3. SHARE CAPITAL

Common Shares

The Company is authorized to issue an unlimited number of common shares. The Company has 100,000 issued
and outstanding common shares.

4. SUBSEQUENT EVENTS

Equity Compensation Plans

On October 8, 2015 the Company adopted two share grant plans, one for the benefit of employees represented by
the Power Workers’ Union (the PWU Plan) and one for the benefit of The Society of Energy Professionals (the
Society Plan, and together with the PWU Plan, the Plans). The Plans provide for the issuance of common shares to
certain employees represented by these unions for up to a twelve year period commencing April 1, 2017 for the
PWU Plan and commencing April 1, 2018 for the Society Plan.

Public Offering

The Company filed a final prospectus by way of a secondary offering on October 28, 2015 for the sale to the
public of 81,100,000 common shares held by the Province, subject to the terms of an underwriting agreement. The
underwriters of the Public Offering will be granted an over-allotment option, exercisable, in whole or in part, at
the sole discretion of the underwriters, for a period of 30 days from the closing of the Public Offering, to purchase
up to an additional 8,150,000 common shares. Immediately following the closing of the Public Offering and the
other transactions contemplated therein, the Company will have 595,000,000 common shares issued and
outstanding. The Company will not receive any proceeds from this Public Offering.
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (unaudited) 
For the three and six months ended June 30, 2015 and 2014 
 
 

 

     Three months ended 
            June 30 

         Six months ended
            June 30

(millions of Canadian dollars, except per share amounts) 2015 2014 2015 2014
Revenues    
Distribution (includes related party revenues of $40 (2014 – $40) and $80  
    (2014 – $80) for three and six months ended June 30, respectively) (Note 14) 1,185

 
1,170 2,574 2,497

Transmission (includes related party revenues of $364 (2014 – $371) and $770 
    (2014 – $782) for three and six months ended June 30, respectively) (Note 14) 

 
364

 
382 770 804

Other 14 14 27 29
 1,563 1,566 3,371 3,330
  
Costs  
Purchased power (includes related party costs of $475 (2014 – $574) and $1,274 
    (2014 – $1,368) for three and six months ended June 30, respectively) (Note 14) 838

 
824 1,808 1,746

Operation, maintenance and administration (Note 14) 282 334 560 645
Depreciation and amortization  190 181 377 348

  1,310 1,339 2,745 2,739
 

Income before financing charges and provision for  
payments in lieu of corporate income taxes 253 227 626 591

Financing charges 93 95 187 185
 

Income before provision for payments in lieu of corporate 
 income taxes 160 132 439 406
Provision for payments in lieu of corporate income taxes (Notes 5, 14) 23 17 68 51
Net income 137 115 371 355
  
Net income attributable to noncontrolling interest (Note 13) 1 – 3 –
Net income attributable to Shareholder of Hydro One Inc. 136 115 368 355
  
Other comprehensive income – – – –
Comprehensive income  137 115 371 355
  
Comprehensive income attributable to noncontrolling interest (Note 13) 1 – 3 –
Comprehensive income attributable to Shareholder of Hydro One Inc. 136 115 368 355
  
Basic and fully diluted earnings per common share  
    (Canadian dollars) (Note 11)  1,308 1,099 3,594 3,456
  
Dividends per common share declared (Canadian dollars) (Note 12) 250 250 500 2,196
  
See accompanying notes to Consolidated Financial Statements (unaudited). 
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HYDRO ONE INC. 
CONSOLIDATED BALANCE SHEETS (unaudited) 
At June 30, 2015 and December 31, 2014 
 
 

 

 
 (millions of Canadian dollars)  

June 30,
 2015

December 31, 
2014

Assets   
Current assets:  
    Cash and cash equivalents (Note 8)  270 100
    Accounts receivable (net of allowance for doubtful accounts – $76; 2014 – $66) (Note 6)  1,013 1,016
    Due from related parties (Note 14)  177 224
    Regulatory assets   43 31
    Materials and supplies  26 23
   Deferred income tax assets   19 19
    Derivative instruments (Note 8)  1 2
    Prepaid expenses and other assets  35 35
  1,584 1,450
Property, plant and equipment:   
   Property, plant and equipment in service  25,886 25,356
    Less: accumulated depreciation  9,398 9,134

 16,488 16,222
    Construction in progress  1,258 1,025
    Future use land, components and spares  161 154
  17,907 17,401
Other long-term assets:  
    Regulatory assets   3,170 3,200
    Intangible assets (net of accumulated amortization – $331; 2014 – $305)   258 276
    Goodwill (Note 4)  199 173
    Deferred debt issuance costs  36 36
    Deferred income tax assets   6 7
    Other  7 7
  3,676 3,699
Total assets  23,167 22,550
 
See accompanying notes to Consolidated Financial Statements (unaudited). 
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HYDRO ONE INC. 
CONSOLIDATED BALANCE SHEETS (unaudited) (continued) 
At June 30, 2015 and December 31, 2014 
 
 

 

  
(millions of Canadian dollars, except number of shares)  

June 30, 
2015

December 31, 
2014

Liabilities   
Current liabilities:  
    Bank indebtedness (Note 8) – 2
    Accounts payable  184 173
    Accrued liabilities (Notes 9, 10) 639 611
    Due to related parties (Note 14) 52 227
    Accrued interest 99 100
    Regulatory liabilities  18 47
    Derivative instruments (Note 8) 3 3
    Long-term debt payable within one year (includes $251 measured at fair value; 
       2014 – $252) (Notes 7, 8)  1,017

 
552

 2,012 1,715
 
Long-term debt (includes $50 measured at fair value; 2014 – nil) (Notes 7, 8) 8,273 8,373
Other long-term liabilities: 
   Post-retirement and post-employment benefit liability (Note 9) 1,569 1,533
    Deferred income tax liabilities  1,380 1,313
    Pension benefit liability (Note 9) 1,228 1,236
    Environmental liabilities (Note 10) 207 221
    Regulatory liabilities  200 168
    Net unamortized debt premiums 18 18
    Asset retirement obligations 9 9
    Long-term accounts payable and other liabilities     14 17
 4,625 4,515
Total liabilities 14,910 14,603
 
Contingencies and Commitments (Notes 16, 17) 
Subsequent Events (Note 19) 
 
Preferred shares (authorized: unlimited; issued: 12,920,000) (Notes 11, 12) 323 323
Noncontrolling interest subject to redemption (Note 13) 21 21
 
Equity 
    Common shares (authorized: unlimited; issued: 100,000) (Notes 11, 12) 3,314 3,314
    Retained earnings 4,558 4,249
    Accumulated other comprehensive loss (9) (9)
    Noncontrolling interest (Note 13) 50 49
Total equity 7,913 7,603
 23,167 22,550
 
See accompanying notes to Consolidated Financial Statements (unaudited). 
 
 
 
 
 
 
 
 
 

F-9



HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (unaudited) 
For the six months ended June 30, 2015 and 2014 
 
 

 

 
 
Six months ended June 30, 2015 
(millions of Canadian dollars) 

 
 

Common 
Shares 

 
 

Retained 
Earnings 

Accumulated 
Other 

Comprehensive 
Loss 

 
Noncontrolling 

Interest 
(Note 13) 

 
 

Total 
Equity 

January 1, 2015 3,314 4,249 (9) 49 7,603
Net income  – 368 – 2 370
Other comprehensive income – – – – –
Distributions to noncontrolling interest  – – – (1) (1)
Dividends on preferred shares – (9) – – (9)
Dividends on common shares – (50) – – (50)
June 30, 2015 3,314 4,558 (9) 50 7,913
 
 
 
Six months ended June 30, 2014 
(millions of Canadian dollars) 

 
 

Common 
Shares 

 
 

Retained 
Earnings 

Accumulated 
Other 

Comprehensive 
Loss 

 
 

Noncontrolling 
Interest 

 
 

Total 
Equity 

January 1, 2014 3,314 3,787 (9) – 7,092
Net income  – 355 – – 355
Other comprehensive income – – – – –
Dividends on preferred shares – (9) – – (9)
Dividends on common shares – (220) – – (220)
June 30, 2014 3,314 3,913 (9) – 7,218
 
See accompanying notes to Consolidated Financial Statements (unaudited). 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)  
For the three and six months ended June 30, 2015 and 2014 
 
 

 

        Three months ended 
                June 30 

         Six months ended
            June 30

(millions of Canadian dollars) 2015 2014 2015 2014
Operating activities    
Net income 137 115 371 355
Environmental expenditures (5) (4) (9) (7)
Adjustments for non-cash items:  

Depreciation and amortization (excluding removal costs) 162 155 332 306
Regulatory assets and liabilities (16) (89) 72 (26)
Deferred income taxes 1 2 3 8
Other 1 2 3 2

Changes in non-cash balances related to operations (Note 15) 7 4 (59) (304)
Net cash from operating activities 287 185 713 334
  
Financing activities  
Long-term debt issued 350 453 350 628
Dividends paid  (30) (30) (59) (229)
Distributions paid to noncontrolling interest (2) – (2) –
Change in bank indebtedness (35) 20 (2) 4
Other (1) (2) (1) (3)
Net cash from financing activities 282 441 286 400
  
Investing activities  
Capital expenditures (Note 15)  

Property, plant and equipment (418) (357) (757) (644)
Intangible assets (4) (10) (9) (15)

Net cash paid for Haldimand Hydro (58) – (58) –
Other – (1) (5) (1)
Net cash used in investing activities (480) (368) (829) (660)
  
Net change in cash and cash equivalents  89 258 170 74
Cash and cash equivalents, beginning of period 181 381 100 565
Cash and cash equivalents, end of period 270 639 270 639
 
See accompanying notes to Consolidated Financial Statements (unaudited). 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)  
For the three and six months ended June 30, 2015 and 2014 
 
 

 

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 (Province). The principal businesses of Hydro One are the 
transmission and distribution of electricity to customers within Ontario. The electricity rates of these businesses are regulated 
by the Ontario Energy Board (OEB). 
 
The demand for electricity generally follows normal weather-related variations, and therefore the Company’s energy-related 
revenues, all other things being equal, will tend to be higher in the first and third quarters than in the second and fourth 
quarters. 
 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Consolidation 
 
These unaudited interim Consolidated Financial Statements include the accounts of the Company and its wholly owned 
subsidiaries, including 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 
Lake Erie Link Management Inc., Municipal Billing Services Inc. (previously Hydro One Lake Erie Link Company Inc.), 
Norfolk Power Distribution Inc. (NPDI), Norfolk Energy Inc. and Hydro One B2M Holdings Inc. Intercompany transactions 
and balances have been eliminated. 
 
Basis of Accounting 
 
These unaudited interim Consolidated Financial Statements are prepared and presented in accordance with United States 
(US) Generally Accepted Accounting Principles (GAAP) and in Canadian dollars. These unaudited interim Consolidated 
Financial Statements do not contain all disclosures required by US GAAP for annual audited consolidated financial 
statements. Accordingly, they should be read in conjunction with the Company’s annual Consolidated Financial Statements 
as at, and for the year ended December 31, 2014. In particular, the Company’s significant accounting policies are presented in 
Note 2 to the annual Consolidated Financial Statements and have been applied consistently in the preparation of these 
unaudited interim Consolidated Financial Statements. In the opinion of management, these unaudited interim Consolidated 
Financial Statements include all adjustments that are necessary to fairly state the financial position and results of operations 
of Hydro One as at, and for the three and six months ended June 30, 2015. Financial results for this interim period are not 
necessarily indicative of results that may be expected for any other interim periods or for the year ending December 31, 2015. 
 
Hydro One performed an evaluation of subsequent events through to August 11, 2015, the date these unaudited interim 
Consolidated Financial Statements were issued, to determine whether any events or transactions warranted recognition and 
disclosure in these unaudited interim Consolidated Financial Statements. See Note 19 – Subsequent Events. 
 
Rate Setting 
 
The Company’s Transmission Business includes the transmission business of Hydro One Networks, as well as its ownership 
interest in B2M Limited Partnership (B2M LP). The Company’s consolidated Distribution Business includes the distribution 
business of Hydro One Networks, as well as the subsidiaries Hydro One Brampton, Hydro One Remote Communities, and 
NPDI. 
 
Transmission 
 
On September 16, 2014, Hydro One Networks filed an application with the OEB for 2015 and 2016 transmission rates. On 
January 8, 2015, the OEB approved the 2015 Hydro One transmission rates revenue requirement, excluding the B2M LP 
revenue requirement, of $1,477 million and the 2016 revenue requirement of $1,516 million, subject to adjustments for the 
cost of capital parameters. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited) (continued) 
For the three and six months ended June 30, 2015 and 2014 
 
 

 

On October 24, 2014, B2M LP filed an application with the OEB for an interim transmission rate, seeking approval for a 
revenue requirement of $42 million in 2015. The interim Rate Order was approved by the OEB on December 11, 2014. On 
March 30, 2015, B2M LP filed a full cost-of-service application for 2015-2019 transmission rates. In its application, B2M LP 
is seeking approval of a revenue requirement of $43 million for 2015, $45 million for 2016, $46 million for 2017, $47 million 
for 2018, and $47 million for 2019. 
 
On June 30, 2015, B2M LP was re-financed with debt bearing interest at a lower coupon rate. This has lowered the B2M LP 
revenue requirement. As a result of the reduced cost of debt, B2M LP’s requested revenue requirement was amended to 
$39 million for 2015, $36 million for 2016, $37 million for 2017, $38 million for 2018, and $37 million for 2019. As part of 
its application, B2M LP is seeking the recovery of its initial start-up costs totalling $8 million over the 2016 to 2019 test 
years at a rate of $2 million per year. 
 
Distribution 
 
On December 19, 2013, Hydro One Networks filed a 2015-2019 distribution custom rate application with the OEB, for rates 
effective January 1 of each test year. On December 18, 2014, the OEB issued a Decision and interim Rate Order approving 
the 2014 distribution rates as interim 2015 rates effective January 1, 2015. On March 12, 2015, the OEB issued a Decision 
and Rate Order approving a revenue requirement of $1,326 million for 2015, $1,435 million for 2016 and $1,491 million for 
2017. The rates for 2015 are effective on May 1, 2015, and are retroactive to January 1, 2015. The rates for 2016 and 2017 
are estimates that may change based on 2016 and 2017 Rate Orders. On April 23, 2015, the Final Rate Order was approved 
by the OEB. 
 
On April 23, 2014, Hydro One Brampton Networks filed a cost-of-service application with the OEB for 2015 distribution 
rates. The 2015 distribution rate application was seeking the approval of a revenue requirement of approximately $74 million 
for 2015. In its application, Hydro One Brampton Networks also requested OEB approval for retail transmission service rates 
and the approval of rate riders to dispose of certain deferral and variance accounts. On December 18, 2014, the OEB 
approved a revenue requirement of $72 million. On January 15, 2015, the OEB issued its final Rate Order approving the 
application. 
 
On September 24, 2014, Hydro One Remote Communities filed an Incentive Regulation Mechanism (IRM) application with 
the OEB for 2015 rates, seeking approval for increased base rates for the distribution and generation of electricity of 1.7%. 
On March 19, 2015, the OEB approved an increase of approximately 1.6% to basic rates for the distribution and generation 
of electricity, with an effective date of May 1, 2015. 
 
 
3. NEW ACCOUNTING PRONOUNCEMENTS 
 
Recent Accounting Guidance Not Yet Adopted 
 
In January 2015, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2015-01, 
Income Statement – Extraordinary and Unusual Items (Subtopic 225-20): Simplifying Income Statement Presentation by 
Eliminating the Concept of Extraordinary Items. This ASU eliminates the requirements for reporting entities to consider whether 
an underlying event or transaction is extraordinary and to show the item separately in the income statement. This ASU is 
effective for fiscal years, and interim periods within these years, beginning after December 15, 2015. The adoption of this ASU 
is not anticipated to have an impact on the company’s consolidated financial statements. 
 
In February 2015, the FASB issued ASU 2015-02, Consolidation (Topic 810): Amendments to the Consolidation Analysis. This 
ASU provides guidance about the analysis that a reporting entity must perform to determine whether it should consolidate 
certain types of legal entities. This ASU is effective for fiscal years, and interim periods within those years, beginning after 
December 15, 2015. The Company is currently assessing the impact of adoption of ASU 2015-02 on its consolidated financial 
statements. 
 
In April 2015, the FASB issued ASU 2015-03, Interest – Imputation of Interest (Subtopic 835-30): Simplifying the Presentation 
of Debt Issuance Costs. This ASU requires that debt issuance costs related to a recognized debt liability be presented in the 
balance sheet as a direct deduction from the carrying amount of that debt liability. The recognition and measurement guidance 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited) (continued) 
For the three and six months ended June 30, 2015 and 2014 
 
 

 

for debt issuance costs are not affected. This ASU is effective for fiscal years, and interim periods within those years, beginning 
after December 15, 2015. Upon adoption of this ASU in the first quarter of 2016, the Company’s deferred debt issuance costs 
that are currently presented under other long-term assets will be reclassified as a deduction from the carrying amount of long-
term debt. 
 
In April 2015, the FASB issued ASU 2015-04, Compensation – Retirement Benefits (Topic 715): Practical Expedient for the 
Measurement Date of an Employer’s Defined Benefit Obligation and Plan Assets. This ASU permits an entity with a fiscal year-
end that does not coincide with a month-end and an entity that has a significant event in an interim period that calls for a 
remeasurement of defined benefit plan assets and obligations to measure the defined benefit plan assets and obligations using the 
month-end that is closest to the entity’s fiscal year-end. This ASU is effective for fiscal years, and interim periods within these 
years, beginning after December 15, 2015. The adoption of this ASU is not anticipated to have an impact on the company’s 
consolidated financial statements. 
 
In April 2015, the FASB issued ASU 2015-05, Intangibles – Goodwill and Other – Internal-Use Software (Subtopic 350-40): 
Customer’s Accounting for Fees Paid in a Cloud Computing Arrangement. This ASU provides guidance to customers about 
whether a cloud computing arrangement includes a software license, as well as the related accounting for the arrangement. This 
ASU is effective for fiscal years, and interim periods within these years, beginning after December 15, 2015. The Company is 
currently assessing the impact of adoption of ASU 2015-05 on its consolidated financial statements. 
 
 
4. BUSINESS COMBINATIONS 
 
Acquisition of Haldimand Hydro 
 
On June 30, 2015, Hydro One acquired 100% of the common shares of Haldimand County Utilities Inc. (Haldimand Hydro), an 
electricity distribution company located in southwestern Ontario. The total purchase price for Haldimand Hydro is 
approximately $65 million. 
 
The following table summarizes the preliminary determination of the fair value of the assets acquired and liabilities assumed 
recognized at the acquisition date: 
 
(millions of Canadian dollars)  
Cash and cash equivalents  5
Working capital  4
Property, plant and equipment  48
Deferred income tax assets  1
Goodwill  26
Long-term debt  (16)
Regulatory liabilities  (3)
  65
 
The preliminary determination of the fair value of assets acquired and liabilities assumed has been based upon the most recent 
available information for Haldimand Hydro, management’s preliminary estimates and certain assumptions with respect to the 
fair values of the assets acquired and liabilities assumed. 
 
The Company has not yet completed the final fair value measurements as at June 30, 2015. In addition, the purchase agreement 
provides for final purchase price adjustments based on agreed working capital and other balances at the acquisition date which 
have not yet been determined. The Company will continue to review information and perform further analysis prior to finalizing 
the total purchase price and the fair values of the assets acquired and liabilities assumed. The actual total purchase price and the 
fair values of the assets acquired and liabilities assumed may differ from the amounts above. 
 
Goodwill arising from the Haldimand Hydro acquisition consists largely of the synergies and economies of scale expected from 
combining the operations of Hydro One and Haldimand Hydro. All of the goodwill was assigned to Hydro One’s Distribution 
Business segment. None of the goodwill recognized is expected to be deductible for income tax purposes. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited) (continued) 
For the three and six months ended June 30, 2015 and 2014 
 
 

 

All costs related to the acquisition have been expensed through the consolidated statements of operations and comprehensive 
income. The disclosure of Haldimand Hydro’s pro forma information has been deemed immaterial to the Company’s 
consolidated financial results for the three and six months ended June 30, 2015. 
 
Acquisition of Norfolk Power 
 
On August 29, 2014, Hydro One acquired 100% of the common shares of Norfolk Power Inc. (Norfolk Power), an electricity 
distribution and telecom company located in southwestern Ontario. The total purchase price for Norfolk Power, net of the long-
term debt assumed and adjusted for working capital and other closing adjustments, was approximately $68 million. The 
purchase agreement provided for final purchase price adjustments based on agreed working capital and other balances at the 
acquisition date. The purchase price has been finalized during the six months ended June 30, 2015, with no adjustments to the 
preliminary purchase price allocation as disclosed at December 31, 2014. 
 
Woodstock Hydro Purchase Agreement 
 
On May 21, 2014, Hydro One reached an agreement with the City of Woodstock to acquire 100% of the common shares of 
Woodstock Hydro Holdings Inc. (Woodstock Hydro), an electricity distribution company located in southwestern Ontario. The 
acquisition is pending a regulatory decision from the OEB. The purchase price for Woodstock Hydro will be approximately 
$29 million, subject to final closing adjustments. The transaction is anticipated to be completed in 2015. 
 
 
5. PROVISION FOR PAYMENTS IN LIEU OF CORPORATE INCOME TAXES 
 
The current provision for payments in lieu of corporate income taxes (PILs) is remitted to, or received from, the Ontario 
Electricity Financial Corporation (OEFC). At June 30, 2015, $10 million due from the OEFC was included in due from 
related parties on the interim Consolidated Balance Sheet (December 31, 2014 – $39 million). The total provision for PILs 
using the liability method of accounting includes deferred income taxes that are not expected to be recovered from ratepayers. 
Deferred PILs balances expected to be recovered from ratepayers result in regulatory assets and liabilities to reflect the 
anticipated recovery or disposition of these balances within future electricity rates.  
 
For the six months ended June 30, 2015, the Company’s overall effective tax rate of 15.49% differed from the enacted 
statutory rate of 26.50% primarily due to the temporary differences included in the rate-setting process, such as capital cost 
allowance in excess of depreciation, deductions for pension payments made in excess of amounts expensed for accounting 
purposes, and interest deducted for tax purposes in excess of interest expensed for accounting purposes. 
 
 
6. ACCOUNTS RECEIVABLE 

 
 
(millions of Canadian dollars)  

June 30, 
2015

December 31, 
2014

Accounts receivable – billed  498 496
Accounts receivable – unbilled  591 586
Accounts receivable, gross  1,089 1,082
Allowance for doubtful accounts  (76) (66)
Accounts receivable, net  1,013 1,016
 
The following tables show the movements in the allowance for doubtful accounts for the six months ended June 30, 2015 and 
the year ended December 31, 2014: 
 
Six months ended June 30, 2015 (millions of Canadian dollars)  
Allowance for doubtful accounts – January 1, 2015  (66)
Write-offs  18
Additions to allowance for doubtful accounts  (28)
Allowance for doubtful accounts – June 30, 2015  (76)
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Year ended December 31, 2014 (millions of Canadian dollars)  
Allowance for doubtful accounts – January 1, 2014  (36)
Write-offs  24
Additions to allowance for doubtful accounts  (54)
Allowance for doubtful accounts – December 31, 2014  (66)
 
 
7. DEBT AND CREDIT AGREEMENTS 
 
Short-Term Notes 
 
Hydro One meets its short-term liquidity requirements in part through the issuance of commercial paper under its 
Commercial Paper Program which has a maximum authorized amount of $1 billion. These short-term notes are denominated 
in Canadian dollars with varying maturities not exceeding 365 days. Hydro One had no commercial paper borrowings 
outstanding as at June 30, 2015 or December 31, 2014. 
 
Hydro One has a $1.5 billion committed and unused revolving standby credit facility with a syndicate of banks, maturing in 
June 2020. If used, interest on the facility would apply based on Canadian benchmark rates. This credit facility is unsecured 
and supports the Company’s Commercial Paper Program. The Company may use the credit facility for general corporate 
purposes, including meeting short-term funding requirements. The obligation of each lender to make any credit extension to 
the Company under its credit facility is subject to various conditions including, among other things, that no event of default 
has occurred or would result from such credit extension.  
 
Long-Term Debt 
 
The Company issues notes for long-term financing under its Medium-Term Note (MTN) Program. The maximum authorized 
principal amount of notes issuable under this program is $3 billion. At June 30, 2015, $837 million remained available for 
issuance until October 2015. 
 
The following table presents the outstanding long-term debt at June 30, 2015 and December 31, 2014: 
 
 
(millions of Canadian dollars)  

June 30, 
2015

December 31, 
2014

Notes and debentures  9,289 8,923
Add:  Unrealized mark-to-market loss1  1 2
Less:  Long-term debt payable within one year  (1,017) (552)
Long-term debt  8,273 8,373
1 The unrealized mark-to-market loss relates to $250 million of the Series 21 notes due 2015. The unrealized mark-to-market loss is offset by a $1 million 

(December 31, 2014 – $2 million) unrealized mark-to-market gain on the related fixed-to-floating interest-rate swap agreements, which are accounted for 
as fair value hedges. See Note 8 – Fair Value of Financial Instruments and Risk Management for details of fair value hedges. 

 
On April 30, 2015, Hydro One issued $350 million notes (MTN Series 33 notes) under its MTN Program, with a maturity 
date of April 30, 2020 and a coupon rate of 1.62%. 
 
Long-term debt totalling $16 million was assumed by Hydro One as part of the Haldimand Hydro acquisition. It has been 
classified as current at June 30, 2015, and has been repaid in July 2015. 
 
The long-term debt is unsecured and denominated in Canadian dollars. The long-term debt is summarized by the number of 
years to maturity in Note 8 – Fair Value of Financial Instruments and Risk Management. 
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8. FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or 
transfer a liability at the measurement date. The fair value definition focuses on an exit price, which is the price that would be 
received in the sale of an asset or the amount that would be paid to transfer a liability.  
 
Hydro One classifies its fair value measurements based on the following hierarchy, as prescribed by the accounting guidance 
for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 
 
Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities that Hydro One has the ability 
to access. An active market for the asset or liability is one in which transactions for the asset or liability occur with sufficient 
frequency and volume to provide ongoing pricing information.  
 
Level 2 inputs are those other than quoted market prices that are observable, either directly or indirectly, for an asset or 
liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market, 
quoted prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted market 
prices that are observable for the asset or liability, such as interest-rate curves and yield curves observable at commonly 
quoted intervals, volatilities, credit risk and default rates. A Level 2 measurement cannot have more than an insignificant 
portion of the valuation based on unobservable inputs. 
 
Level 3 inputs are any fair value measurements that include unobservable inputs for the asset or liability for more than an 
insignificant portion of the valuation. A Level 3 measurement may be based primarily on Level 2 inputs.  
 
Non-Derivative Financial Assets and Liabilities 
 
At June 30, 2015 and December 31, 2014, the Company’s carrying amounts of accounts receivable, due from related parties, 
cash and cash equivalents, bank indebtedness, accounts payable, and due to related parties are representative of fair value 
because of the short-term nature of these instruments. 
 
Fair Value Measurements of Long-Term Debt 
 
The fair values and carrying values of the Company’s long-term debt at June 30, 2015 and December 31, 2014 are as follows: 
 

         June 30, 2015           December 31, 2014 
(millions of Canadian dollars) Carrying Value Fair Value Carrying Value Fair Value
Long-term debt  
    $250 million of MTN Series 21 notes1 251 251 252 252
    $50 million of MTN Series 33 notes1 50 50 – –
    Other notes and debentures2 8,989 10,394 8,673 10,159
 9,290 10,695 8,925 10,411

1 The fair value of $250 million of the MTN Series 21 notes and $50 million of the MTN Series 33 notes subject to hedging is primarily based on changes in 
the present value of future cash flows due to a change in the yield in the swap market for the related swap (hedged risk). 

2 The fair value of other notes and debentures, and the portions of the MTN Series 21 notes and the MTN Series 33 notes that are not subject to hedging, 
represents the market value of the notes and debentures and is based on unadjusted period-end market prices for the same or similar debt of the same 
remaining maturities. 

 
Fair Value Measurements of Derivative Instruments 
 
At June 30, 2015, the Company had interest-rate swaps totalling $300 million (December 31, 2014 – $250 million) that were 
used to convert fixed-rate debt to floating-rate debt. These swaps are classified as fair value hedges. The Company’s fair 
value hedge exposure was equal to approximately 3% (December 31, 2014 – 3%) of its total long-term debt of $9,290 million 
(December 31, 2014 – $8,925 million). At June 30, 2015, the Company had the following interest-rate swaps designated as 
fair value hedges: 
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(a) two $125 million fixed-to-floating interest-rate swap agreements to convert $250 million of the $500 million MTN 
Series 21 notes maturing September 11, 2015 into three-month variable rate debt; and 

 
(b) a $50 million fixed-to-floating interest-rate swap agreement to convert $50 million of the $350 million MTN Series 33 

notes maturing April 30, 2020 into three-month variable rate debt. 
 
At June 30, 2015, the Company also had interest-rate swaps and forward rate agreements with a total notional value of 
$470 million (December 31, 2014 – $409 million) classified as undesignated contracts. The undesignated contracts consist of 
the following: 
 

(c) a $150 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on a 
portion of the above fixed-to-floating interest-rate swaps from December 11, 2014 to September 11, 2015;  

 
(d) a $137 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on 

$137 million of the $228 million floating-rate MTN Series 31 notes from December 22, 2014 to December 21, 2015;  
 
(e) a $30 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on 

$30 million of the $50 million floating-rate MTN Series 27 notes from March 3, 2015 to December 3, 2015;  
 
(f) a $30 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on the 

$50 million floating-rate MTN Series 22 notes from January 26, 2015 to July 24, 2015;  
 
(g) a $20 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on 

$20 million of the $50 million floating-rate MTN Series 27 notes from June 3, 2015 to December 3, 2015; 
 
(h) a $91 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on 

$91 million of the $228 million floating-rate MTN Series 31 notes from June 22, 2015 to December 21, 2015; and 
 
(i) three interest-rate swaps with a total notional value of $12 million that were assumed as part of the Norfolk Power 

acquisition. These swaps consist of $8 million and $2 million floating-to-fixed interest-rate swap agreements maturing 
on September 20, 2029, and a $2 million floating-to-fixed interest-rate swap agreement maturing on September 20, 
2019. 

  
Fair Value Hierarchy 
 
The fair value hierarchy of financial assets and liabilities at June 30, 2015 and December 31, 2014 was as follows: 
 
 
June 30, 2015 (millions of Canadian dollars) 

Carrying 
Value 

Fair 
 Value 

 
Level 1 

 
Level 2 

 
Level 3

Assets:  
  Cash and cash equivalents 270 270 270 – – 
  Derivative instruments      
      Fair value hedges – interest-rate swaps 1 1 – 1 – 
 271 271 270 1 –
  

Liabilities:      
  Derivative instruments      
      Undesignated contracts – interest-rate swaps 3 3 – 3 – 
  Long-term debt 9,290 10,695 – 10,695 – 
     9,293 10,698 – 10,698 –
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December 31, 2014 (millions of Canadian dollars) 

Carrying 
Value 

Fair 
 Value 

 
Level 1 

 
Level 2 

 
Level 3

Assets:  
  Cash and cash equivalents 100 100 100 – – 
  Derivative instruments      
      Fair value hedges – interest-rate swaps 2 2 – 2 – 
 102 102 100 2 –
  

Liabilities:      
  Bank indebtedness 2 2 2 – – 
  Derivative instruments      
      Undesignated contracts – interest-rate swaps 3 3 – 3 – 
  Long-term debt 8,925 10,411 – 10,411 – 
     8,930 10,416 2 10,414 –

 
Cash and cash equivalents include cash and short-term investments. At June 30, 2015, short-term investments consisted of 
bankers’ acceptances and money market funds totalling $238 million (December 31, 2014 – $nil). The carrying values are 
representative of fair value because of the short-term nature of these instruments. 
 
The fair value of the derivative instruments is determined using inputs other than quoted prices that are observable for these 
assets. The fair value is primarily based on the present value of future cash flows using a swap yield curve to determine the 
assumptions for interest rates. 
 
The fair value of the hedged portion of the long-term debt is primarily based on the present value of future cash flows using a 
swap yield curve to determine the assumption for interest rates. The fair value of the unhedged portion of the long-term debt 
is based on unadjusted period-end market prices for the same or similar debt of the same remaining maturities. 
 
There were no significant transfers between any of the fair value levels during the six months ended June 30, 2015 or the year 
ended December 31, 2014.  
 
Risk Management 
 
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 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 would be hedged back to Canadian dollars consistent with its risk management policy.  
 
The Company uses a combination of fixed and variable-rate debt to manage the mix of its debt portfolio. The Company also 
uses derivative financial instruments to manage interest-rate risk. The Company utilizes interest-rate swaps, which are 
typically designated as fair value hedges, as a means to manage its interest rate exposure to achieve a lower cost of debt. In 
addition, the Company may utilize interest-rate derivative instruments to lock in interest-rate levels in anticipation of future 
financing. 
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Fair Value Hedges 
 
For derivative instruments that are designated and qualify as fair value hedges, the gain or loss on the derivative as well as 
the offsetting loss or gain on the hedged item attributable to the hedged risk are recognized in the Consolidated Statements of 
Operations and Comprehensive Income. The net unrealized loss (gain) on the hedged debt and the related interest-rate swaps 
for the three and six months ended June 30, 2015 and 2014 are included in financing charges as follows: 
 
 
 

       Three months ended 
            June 30 

         Six months ended
            June 30

(millions of Canadian dollars) 2015 2014 2015 2014
Unrealized loss (gain) on hedged debt (1) (3) (1) (5)
Unrealized loss (gain) on fair value interest-rate swaps 1 3 1 5
Net unrealized loss (gain) – – – –
 
At June 30, 2015, Hydro One had $300 million (December 31, 2014 – $250 million) of notional amounts of fair value hedges 
outstanding related to interest-rate swaps, with assets at fair value of $1 million (December 31, 2014 – $2 million). During 
the six months ended June 30, 2015 and 2014, there was no significant impact on the results of operations as a result of any 
ineffectiveness attributable to fair value hedges. 
 
Credit Risk 
 
Financial assets create a risk that a counterparty will fail to discharge an obligation, causing a financial loss. At June 30, 2015 
and December 31, 2014, 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 single customer. At June 30, 2015 and December 31, 2014, there was no significant accounts receivable 
balance due from any single customer.  
 
At June 30, 2015, the Company’s provision for bad debts was $76 million (December 31, 2014 – $66 million). Adjustments 
and write-offs were determined on the basis of a review of overdue accounts, taking into consideration historical experience. 
At June 30, 2015, approximately 7% of the Company’s net accounts receivable were aged more than 60 days (December 31, 
2014 – 6%).  
 
Hydro One manages its counterparty credit risk through various techniques including: entering into transactions with highly-
rated counterparties; limiting total exposure levels with individual counterparties 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 counterparties. Counterparty credit limits are based on an internal credit review that 
considers a variety of factors, including the results of a scoring model, leverage, liquidity, profitability, credit ratings and risk 
management capabilities. The determination of credit exposure for a particular counterparty is the sum of current exposure 
plus the potential future exposure with that counterparty. The current exposure is calculated as the sum of the principal value 
of money market exposures and the market value of all contracts that have a positive mark-to-market position on the 
measurement date. The Company would offset the positive market values against negative values with the same counterparty 
only where permitted by the existence of a legal netting agreement such as an International Swap Dealers Association master 
agreement. The potential future exposure represents a safety margin to protect against future fluctuations of interest rates, 
currencies, equities, and commodities. It is calculated based on factors developed by the Bank of International Settlements, 
following extensive historical analysis of random fluctuations of interest rates and currencies. To the extent that a 
counterparty’s margining thresholds are exceeded, the counterparty is required to post collateral with the Company as 
specified in each agreement. The Company monitors current and forward credit exposure to counterparties both on an 
individual and an aggregate basis. The Company’s credit risk for accounts receivable is limited to the carrying amounts on 
the interim Consolidated Balance Sheets.  
 
Derivative financial instruments result in exposure to credit risk since there is a risk of counterparty default. The credit 
exposure of derivative contracts, before collateral, is represented by the fair value of contracts at the reporting date. At 
June 30, 2015, the counterparty credit risk exposure on the fair value of these interest-rate swap contracts was $3 million 
(December 31, 2014 – $3 million). At June 30, 2015, Hydro One’s credit exposure for all derivative instruments, and 
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applicable payables and receivables, had a credit rating of investment grade, with five financial institutions as the 
counterparties. 
 
Liquidity Risk 
 
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due. Hydro One meets its short-
term liquidity requirements using cash and cash equivalents on hand, funds from operations, the issuance of commercial 
paper, and the revolving standby credit facility of $1,500 million. The short-term liquidity under the Commercial Paper 
Program, and anticipated levels of funds from operations should be sufficient to fund normal operating requirements.  
 
At June 30, 2015, accounts payable and accrued liabilities in the amount of $823 million (December 31, 2014 – $784 million) 
were expected to be settled in cash at their carrying amounts within the next 12 months. 
 
At June 30, 2015, Hydro One had issued long-term debt in the principal amount of $9,289 million (December 31, 2014 – 
$8,923 million). Principal repayments, total annual interest payments and related weighted average interest rates are 
summarized by the number of years to maturity in the following table: 
 

 
Long-term Debt

Principal Repayments
Total Annual

Interest Payments 
Weighted Average

Interest Rate 

Years to Maturity (millions of Canadian dollars) (millions of Canadian dollars) (%) 
1 year 1,016 416 3.6
2 years 50 387 1.4
3 years 600 371 5.2
4 years 978 344 2.4
5 years 650 331 2.9
 3,294 1,849 3.4
6 – 10 years 600 1,505 3.2
Over 10 years 5,395 4,227 5.4
 9,289 7,581 4.6
 
 
9. PENSION AND POST-RETIREMENT AND POST-EMPLOYMENT BENEFITS 
 
Estimated 2015 annual pension plan contributions are approximately $174 million, based on an actuarial valuation as at 
December 31, 2013 and projected levels of 2015 pensionable earnings. Employer contributions of $89 million were paid 
during the six months ended June 30, 2015. 
 
The following tables provide the components of the net periodic benefit costs for the three and six months ended June 30, 
2015 and 2014: 
  

Pension Benefits 
Post-Retirement and Post-

Employment Benefits 
Three months ended June 30 (millions of Canadian dollars) 2015 2014 2015 2014
Current service cost, net of employee contributions 37 27 11 10
Interest cost 76 78 16 19
Expected return on plan assets, net of expenses1 (102) (92) – –
Actuarial loss amortization 30 26 3 5
Net periodic benefit costs 41 39 30 34
     
Charged to results of operations2 22 22 14 15
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Pension Benefits 

Post-Retirement and Post-
Employment Benefits 

Six months ended June 30 (millions of Canadian dollars) 2015 2014 2015 2014
Current service cost, net of employee contributions 74 55 22 20
Interest cost 152 156 32 38
Expected return on plan assets, net of expenses1 (204) (184) – –
Actuarial loss amortization 60 52 6 10
Prior service cost amortization – – – 1
Net periodic benefit costs 82 79 60 69
     
Charged to results of operations2 41 41 26 30
1 The expected long-term rate of return on pension plan assets for the year ending December 31, 2015 is 6.5% (2014 – 6.5%). 
2 The Company follows the cash basis of accounting consistent with the inclusion of pension costs in OEB-approved rates. During the three and six months 

ended June 30, 2015, pension benefit costs of $48 million (2014 – $47 million) and $90 million (2014 – $88 million), respectively, were attributed to 
labour, of which $22 million (2014 – $22 million) and $41 million (2014 – $41 million), respectively, were charged to operations, and $26 million (2014 – 
$25 million) and $49 million (2014 – $47 million), respectively, were capitalized as part of the cost of property, plant and equipment and intangible assets.  

 
 
10. ENVIRONMENTAL LIABILITIES 
 
The following tables show the movements in environmental liabilities for the six months ended June 30, 2015 and the year 
ended December 31, 2014: 
 
Six months ended June 30, 2015 (millions of Canadian dollars) PCB LAR Total
Environmental liabilities, January 1 172 67 239
Interest accretion 4 1 5
Expenditures (5) (4) (9)
Environmental liabilities, June 30 171 64 235
Less: current portion 16 12 28
 155 52 207
 
Year ended December 31, 2014 (millions of Canadian dollars) PCB LAR Total
Environmental liabilities, January 1 201 65 266
Interest accretion 9 2 11
Expenditures (5) (13) (18)
Revaluation adjustment (33) 13 (20)
Environmental liabilities, December 31 172 67 239
Less: current portion 8 10 18
 164 57 221
 
The following tables show the reconciliation between the undiscounted basis of the environmental liabilities and the amount 
recognized on the Consolidated Balance Sheets after factoring in the discount rate: 
 
June 30, 2015 (millions of Canadian dollars) PCB LAR Total
Undiscounted environmental liabilities 190 66 256
Less: discounting accumulated liabilities to present value 19 2 21
Discounted environmental liabilities 171 64 235
 
December 31, 2014 (millions of Canadian dollars) PCB LAR Total
Undiscounted environmental liabilities 195 70 265
Less: discounting accumulated liabilities to present value 23 3 26
Discounted environmental liabilities 172 67 239
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At June 30, 2015, the estimated future environmental expenditures were as follows: 
 
(millions of Canadian dollars)  
20151  9
2016  37
2017  36
2018  35
2019  33
Thereafter  106
  256
1 The amounts disclosed represent amounts for the period from July 1, 2015 to December 31, 2015. 
 
Hydro One records a liability for the estimated future expenditures for the contaminated land assessment and remediation 
(LAR) and for the phase-out and destruction of polychlorinated biphenyl (PCB)-contaminated mineral oil removed from 
electrical equipment when it is determined that future environmental remediation expenditures are probable under existing 
statute or regulation and the amount of the future expenditures can be reasonably estimated.  
 
There are uncertainties in estimating future environmental costs due to potential external events such as changes in legislation 
or regulations, and advances in remediation technologies. 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 rate 
assumption of approximately 2% has been used to express these current cost estimates as estimated future expenditures. 
Future expenditures have been discounted using factors ranging from approximately 2.3% to 6.3%, depending on the 
appropriate rate for the period when expenditures are expected to be incurred. All factors used in estimating the Company’s 
environmental liabilities represent management’s best estimates of the present value of 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, with respect to the PCB environmental liability, 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. 
 
At June 30, 2015, the Company’s best estimate of the total estimated future expenditures to comply with current PCB 
regulations is $190 million (December 31, 2014 – $195 million). These expenditures are expected to be incurred over the 
period from 2015 to 2025.  
 
At June 30, 2015, the Company’s best estimate of the total estimated future expenditures to complete its LAR program is 
$66 million (December 31, 2014 – $70 million). These expenditures are expected to be incurred over the period from 2015 to 
2023. 
  
11. SHARE CAPITAL 
 
Preferred Shares 
 
The Company has 12,920,000 issued and outstanding 5.5% cumulative preferred shares with a redemption value of $25 per 
share or $323 million total value. The Company is authorized to issue an unlimited number of preferred shares. 
 
The Company’s preferred shares are entitled to an annual cumulative dividend of $18 million, or $1.375 per share, which is 
payable on a quarterly basis. The preferred shares are not subject to mandatory redemption (except on liquidation) but are 
redeemable in certain circumstances. The shares are redeemable at the option of the Province at the redemption 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 the 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 
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preferred shares do not carry voting rights, except in limited circumstances, and would rank in priority over the common 
shares upon liquidation.  
 
These preferred shares have conditions for their redemption that are outside the control of the Company because the Province 
can exercise its right to redeem in the event of change in ownership without approval of the Company’s Board of Directors. 
Because the conditional redemption feature is outside the control of the Company, the preferred shares are classified outside 
of equity on the Consolidated Balance Sheets. No adjustment to the carrying value of the preferred shares has been 
recognized at June 30, 2015 and December 31, 2014. If it becomes probable in the future that the preferred shares will be 
redeemed, the redemption value would be adjusted. 
 
Common Shares 
 
The Company has 100,000 issued and outstanding common shares. The Company is authorized to issue an unlimited number 
of common shares. 
 
Common share dividends are declared at the sole discretion of the Hydro One Board of Directors, and are recommended by 
management based on results of operations, maintenance of the deemed regulatory capital structure, financial conditions, 
cash requirements, and other relevant factors, such as industry practice and Shareholder expectations.  
 
Earnings per Share 
 
Basic and diluted earnings per share have been calculated on the basis of net income attributable to the Shareholder of Hydro 
One and the weighted average number of common shares outstanding during the year. 
 
 
12. DIVIDENDS 
 
During the three months ended June 30, 2015, preferred share dividends in the amount of $5 million (2014 – $5 million) and 
common share dividends in the amount of $25 million (2014 – $25 million) were declared.  
 
During the six months ended June 30, 2015, preferred share dividends in the amount of $9 million (2014 – $9 million) and 
common share dividends in the amount of $50 million (2014 – $220 million) were declared.  
 
 
13. NONCONTROLLING INTEREST 
 
On December 16, 2014, the relevant Bruce to Milton Line transmission assets totalling $526 million were transferred from 
Hydro One Networks to B2M LP. This was financed by 60% debt ($316 million) and 40% equity ($210 million). On 
December 17, 2014, the Saugeen Ojibway Nation (SON) acquired a 34.2% equity interest in B2M LP for consideration of 
$72 million, representing the fair value of the equity interest acquired. The SON’s initial investment in B2M LP consists of 
$50 million of Class A units and $22 million of Class B units. 
 
The Class B units have a mandatory put option which requires that upon the occurrence of an enforcement event (i.e. an event of 
default such as a debt default by the SON or insolvency event), Hydro One purchase the Class B units of B2M LP for net book 
value on the redemption date. The noncontrolling interest relating to the Class B units is classified on the Consolidated Balance 
Sheet as temporary equity because the redemption feature is outside the control of the Company. The balance of the 
noncontrolling interest is classified within equity.  
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The following tables show the movements in noncontrolling interest for the six months ended June 30, 2015 and the year 
ended December 31, 2014: 
 
 
Six months ended June 30, 2015 (millions of Canadian dollars) 

Temporary 
equity Equity Total

Noncontrolling interest – January 1, 2015 21 49 70
Distributions to noncontrolling interest (1) (1) (2)
Net income attributable to noncontrolling interest 1 2 3
Noncontrolling interest – June 30, 2015 21 50 71
 
 
Year ended December 31, 2014 (millions of Canadian dollars) 

Temporary 
equity Equity Total

Noncontrolling interest – January 1, 2014 – – –
Amount contributed by noncontrolling interest 22 50 72
Net income (loss) attributable to noncontrolling interest (1) (1) (2)
Noncontrolling interest – December 31, 2014 21 49 70
 
 
14. RELATED PARTY TRANSACTIONS 
 
Hydro One is owned by the Province. The OEFC, Independent Electricity System Operator (IESO), Ontario Power 
Generation Inc. (OPG) and the OEB are related parties to Hydro One because they are controlled or significantly influenced 
by the Province. Effective January 1, 2015, the Ontario Power Authority (OPA) and IESO have merged and are now 
operating as IESO. 
 
The Province 
 
During the three and six months ended June 30, 2015, Hydro One paid dividends to the Province totalling $30 million (2014 
– $30 million) and $59 million (2014 – $229 million), respectively. 
 
IESO 
 
During the three and six months ended June 30, 2015, Hydro One purchased power in the amount of $471 million (2014 – 
$568 million) and $1,262 million (2014 – $1,343 million), respectively, from the IESO-administered electricity market. 
 
Hydro One receives revenues for transmission services from the IESO, based on OEB-approved uniform transmission rates. 
Transmission revenues for the three and six months ended June 30, 2015 include $363 million (2014 – $368 million) and 
$768 million (2014 – $776 million), respectively, related to these services.  
 
Hydro One receives amounts for rural rate protection from the IESO. Distribution revenues for the three and six months 
ended June 30, 2015 include $32 million (2014 – $32 million) and $64 million (2014 – $64 million), respectively, related to 
this program.  
 
Hydro One also receives revenues related to the supply of electricity to remote northern communities from the IESO. 
Distribution revenues for the three and six months ended June 30, 2015 include $8 million (2014 – $8 million) and 
$16 million (2014 – $16 million), respectively, related to these services. 
 
The IESO (OPA prior to January 1, 2015) funds substantially all of the Company’s conservation and demand management 
programs. The funding includes program costs, incentives, and management fees. During the three and six months ended 
June 30, 2015, Hydro One received $11 million (2014 – $14 million) and $23 million (2014 – $21 million), respectively, 
related to these programs.  
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OPG 
 
During the three and six months ended June 30, 2015, Hydro One purchased power in the amount of $2 million (2014 – 
$4 million) and $8 million (2014 – $18 million), respectively, from OPG. 
 
Hydro One has service level agreements with OPG. These services include field, engineering, logistics and 
telecommunications services. During the three and six months ended June 30, 2015, revenues related to the provision of 
construction and equipment maintenance services with respect to these service level agreements were $1 million (2014 – 
$3 million) and $3 million (2014 – $6 million), respectively, primarily for the Transmission Business. Operation, 
maintenance and administration costs related to the purchase of services with respect to these service level agreements were 
insignificant for the three months ended June 30, 2015 and 2014, and $1 million (2014 – $1 million) for the six months ended 
June 30, 2015. 
 
OEFC 
 
During the three and six months ended June 30, 2015, Hydro One made payments in lieu of corporate income taxes to the 
OEFC totalling $14 million (2014 – $21 million) and $32 million (2014 – $43 million), respectively. 
 
During the three and six months ended June 30, 2015, Hydro One purchased power in the amount of $2 million (2014 – 
$2 million) and $4 million (2014 – $7 million), respectively, from power contracts administered by the OEFC.  
 
During the six months ended June 30, 2015, Hydro One paid a $5 million (2014 – $5 million) annual fee to the OEFC for 
indemnification against adverse claims in excess of $10 million paid by the OEFC with respect to certain of Ontario Hydro’s 
businesses transferred to Hydro One on April 1, 1999.  
 
Payments in lieu of property taxes are paid to the OEFC. 
 
OEB 
 
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 transmitters. During the three and six months ended June 30, 2015, Hydro One incurred $3 million 
(2014 – $3 million) and $6 million (2014 – $6 million), respectively, in OEB fees. 
 
Sales to and purchases from related parties occur at normal market prices or at a proxy for fair value based on the 
requirements of the OEB’s Affiliate Relationships Code. Outstanding balances at period end are interest free and settled in 
cash.  
 
The amounts due to and from related parties as a result of the transactions referred to above are as follows:  
 
 
(millions of Canadian dollars) 

June 30, 
2015

December 31, 
2014

Due from related parties 177 224
Due to related parties1  (52) (227)
1 Included in due to related parties at June 30, 2015 are amounts owing to the IESO in respect of power purchases of $41 million (December 31, 2014 – 

$214 million).  
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15. CONSOLIDATED STATEMENTS OF CASH FLOWS 
 
The changes in non-cash balances related to operations consist of the following: 
 

     Three months ended 
              June 30 

        Six months ended
             June 30

(millions of Canadian dollars) 2015 2014 2015 2014
Accounts receivable 100 76 15 (113)
Due from related parties 21 1 47 (9)
Materials and supplies – 2 (1) (1)
Prepaid expenses and other assets (3) 4 (2) (98)
Accounts payable 19 (13) 7 (15)
Accrued liabilities (4) 47 18 44
Due to related parties (130) (106) (175) (152)
Accrued interest (17) (19) (1) 1
Long-term accounts payable and other liabilities 1 (9) (3) (4)
Post-retirement and post-employment benefit liability 20 21 36 43

 7 4 (59) (304)
 
Capital Expenditures 
 
The following table illustrates the reconciliation between investments in property, plant and equipment and the amount 
presented in the Consolidated Statements of Cash Flows after factoring in capitalized depreciation and the net change in 
related accruals: 
 

     Three months ended 
              June 30 

        Six months ended
             June 30

(millions of Canadian dollars) 2015 2014 2015 2014
Capital investments in property, plant and equipment (425) (373) (765) (665)
Capitalized depreciation and net change in accruals included in 
    capital investments in property, plant and equipment 7 16 8 21
Capital expenditures – property, plant and equipment (418) (357) (757) (644)
 
The following table illustrates the reconciliation between investments in intangible assets and the amount presented in the 
Consolidated Statements of Cash Flows after factoring in the net change in related accruals: 
 

     Three months ended 
              June 30 

        Six months ended
             June 30

(millions of Canadian dollars) 2015 2014 2015 2014
Capital investments in intangible assets (4) (7) (9) (11)
Net change in accruals included in capital investments in intangible  
    assets – (3) – (4)
Capital expenditures – intangible assets (4) (10) (9) (15)
 
Supplementary Information 

     Three months ended 
              June 30 

        Six months ended
             June 30

(millions of Canadian dollars) 2015 2014 2015 2014
Net interest paid 122 121 207 202
PILs paid 14 21 32 43
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16. 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 will not have a material adverse effect on the Company’s consolidated 
financial position, results of operations or cash flows.  
 
Transfer of Assets 
 
The transfer orders by which the Company acquired certain of Ontario Hydro’s businesses as of April 1, 1999 did not transfer 
title to some assets located on Reserves (as defined in the Indian Act (Canada)). Currently, the OEFC holds these assets. 
Under the terms of the transfer orders, the Company is required to manage these assets until it has obtained all consents 
necessary to complete the transfer of title of these assets to itself. The Company cannot predict the aggregate amount that it 
may have to pay, either on an annual or one-time basis, to obtain the required consents. If the Company cannot obtain the 
required consents, the OEFC will continue to hold these assets for an indefinite period of time. If the Company cannot reach 
a satisfactory settlement, it may have to relocate these assets 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 effect on the Company’s results of operations if the Company is not able to recover them in future rate 
orders.  
 
 
17. COMMITMENTS 
 
Outsourcing Agreements 
 
Inergi LP (Inergi), an affiliate of Capgemini Canada Inc., provides services to Hydro One, including settlements, source to 
pay services, pay operations services, information technology, finance and accounting services. The agreement with Inergi 
for these services expires in December 2019. In addition, Inergi provides customer service operations outsourcing services to 
Hydro One. The agreement for these services expires in February 2018. 
 
Brookfield Johnson Controls Canada LP (Brookfield) provides services to Hydro One, including facilities management and 
execution of certain capital projects as deemed required by the Company. The current agreement with Brookfield expires in 
December 2024. 
 
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 June 30, 2015, the Company provided prudential support to the IESO on 
behalf of its subsidiaries using parental guarantees of $347 million (December 31, 2014 – $330 million), and on behalf of a 
distributor using guarantees of $1 million (December 31, 2014 – $1 million). In addition, as at June 30, 2015, the Company 
has provided letters of credit in the amount of $5 million (December 31, 2014 – $8 million) to the IESO. The IESO could 
draw on these guarantees and/or letters of credit 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 letters of credit plus the amount 
of the parental guarantees. 
 
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 eligible employees of Hydro One. The supplementary pension 
plan trustee is required to draw upon these 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 letters of credit. At June 30, 2015, Hydro One had letters 
of credit of $126 million (December 31, 2014 – $126 million) outstanding relating to retirement compensation arrangements. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited) (continued) 
For the three and six months ended June 30, 2015 and 2014 
 
 

 

18. SEGMENTED REPORTING 
 
Hydro One has three reportable segments:  
 
 The Transmission Business, which comprises the core business of providing electricity 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  
 

 Other, which includes certain corporate activities and the operations of the telecommunications business.  
 
The designation of segments has been based on a combination of regulatory status and the nature of the products and services 
provided. Operating segments of the Company are determined based on information used by the chief operating decision 
maker in deciding how to allocate resources and evaluate the performance of each of the segments. The Company evaluates 
segment performance based on income before financing charges and provision for PILs from continuing operations 
(excluding certain allocated corporate governance costs).  
 
The accounting policies followed by the segments are the same as those described in the summary of significant accounting 
policies (see Note 2 – Significant Accounting Policies). Segment information on the above basis is as follows: 
 
Three months ended June 30, 2015 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 364 1,185 14 1,563
Purchased power – 838 – 838
Operation, maintenance and administration 98 168 16 282
Depreciation and amortization 94 94 2 190
Income (loss) before financing charges and provision for PILs 172 85 (4) 253
  
Capital investments 234 192 3 429
 
Three months ended June 30, 2014 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 382 1,170 14 1,566
Purchased power – 824 – 824
Operation, maintenance and administration 105 214 15 334
Depreciation and amortization 88 91 2 181
Income (loss) before financing charges and provision for PILs 189 41 (3) 227
  
Capital investments 203 175 2 380
 
Six months ended June 30, 2015 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 770 2,574 27 3,371
Purchased power – 1,808 – 1,808
Operation, maintenance and administration 197 334 29 560
Depreciation and amortization 188 186 3 377
Income (loss) before financing charges and provision for PILs 385 246 (5) 626
  
Capital investments 445 324 5 774
 
Six months ended June 30, 2014 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 804 2,497 29 3,330
Purchased power – 1,746 – 1,746
Operation, maintenance and administration 220 395 30 645
Depreciation and amortization 169 175 4 348
Income (loss) before financing charges and provision for PILs 415 181 (5) 591
  
Capital investments 376 298 2 676
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For the three and six months ended June 30, 2015 and 2014 
 
 

 

Total Assets by Segment: 
 
(millions of Canadian dollars)  

June 30, 
2015

December 31, 
2014

Transmission  12,822 12,540
Distribution  9,888 9,805
Other  457 205
Total assets  23,167 22,550
 
All revenues, costs and assets, as the case may be, are earned, incurred or held in Canada.  
 
 
19. SUBSEQUENT EVENTS 
 
Dividends 
 
On August 11, 2015, preferred share dividends in the amount of $4 million and common share dividends in the amount of 
$25 million were declared.  
 
Class Action Lawsuit 
 
On July 22, 2015, two Toronto law firms issued a joint press release announcing that a $125 million lawsuit had been 
commenced in the Ontario Superior Court of Justice against Hydro One and four of its subsidiaries. The claim is proposed as 
a class action and alleges improper billing and account management practices. The claim has not been served on Hydro One 
nor has it been certified as a class action.  
 
Power Workers’ Union Agreement 
 
On April 14, 2015, Hydro One reached a tentative agreement with the Power Workers’ Union (PWU) for a renewal of the 
collective agreement. The agreement is for a three-year term, covering April 1, 2015 to March 31, 2018, subject to certain 
conditions. The agreement has been ratified by the PWU and the Hydro One Board of Directors in July 2015. 
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The Consolidated Financial Statements, Management’s Discussion and Analysis (MD&A) and related financial information 
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 United States Generally Accepted Accounting Principles and applicable securities legislation. 
The MD&A has been prepared in accordance with National Instrument 51-102. 
 
The preparation of the Consolidated Financial Statements and information in the MD&A involves the use of estimates and 
assumptions based on management’s judgment, 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, 2015. 
 
Management is responsible for establishing and maintaining adequate internal control over financial reporting for the 
Company. 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, 
management has assessed the design and operating effectiveness of the Company’s internal control over financial reporting in 
accordance with the criteria set forth in Internal Control – Integrated Framework (2013), issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. Based on this assessment, management concluded that the 
Company maintained effective internal control over financial reporting as of December 31, 2014. The effectiveness of these 
internal controls is reported to the Audit, Finance and Pension Investment Committee of the Hydro One Board of Directors, 
as required. 
 
The Consolidated Financial Statements have been audited by KPMG LLP, independent external auditors appointed by the 
Shareholder. The external auditors’ responsibility is to express their opinion on whether the Consolidated Financial 
Statements are fairly presented in accordance with United States Generally Accepted Accounting Principles. The Independent 
Auditors’ Report outlines the scope of their examination and their opinion. 
 
The Hydro One Board of Directors, through its Audit, Finance and Pension Investment Committee, is responsible for 
ensuring that management fulfills its responsibilities for financial reporting and internal controls. The Audit, Finance and 
Pension Investment 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, Finance and Pension Investment Committee, with and without the presence of management, to discuss 
their audit findings, if any. 
 
The President and Chief Executive Officer and the Chief Financial Officer (Acting) have certified Hydro One’s annual 
Consolidated Financial Statements and annual MD&A, related disclosure controls and procedures and the design and 
effectiveness of related internal controls over financial reporting. 
 
On behalf of Hydro One Inc.’s management: 
 

   
 
 Carmine Marcello Ali R. Suleman 
 President and Chief Executive Officer 

HYDRO ONE INC. 
MANAGEMENT’S REPORT 
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HYDRO ONE INC. 
INDEPENDENT AUDITORS’ REPORT 
 
 

 

To the Shareholder of Hydro One Inc. 
 
We have audited the accompanying Consolidated Financial Statements of Hydro One Inc., which comprise the 
consolidated balance sheets as at December 31, 2014 and December 31, 2013, the consolidated statements of operations and 
comprehensive income, changes in equity and cash flows 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 Consolidated Financial Statements in accordance 
with United States Generally Accepted Accounting Principles, and for such internal control as management determines is 
necessary to enable the preparation of Consolidated 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 Consolidated Financial 
Statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the Consolidated 
Financial Statements. The procedures selected depend on our judgment, including the assessment of the risks of material 
misstatement of the Consolidated 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 Consolidated 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 Consolidated 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 Consolidated Financial Statements present fairly, in all material respects, the consolidated financial 
position of Hydro One Inc. as at December 31, 2014 and December 31, 2013, and its consolidated results of operations and 
its consolidated cash flows for the years then ended in accordance with United States Generally Accepted Accounting 
Principles. 
 
 
 
 
 
Chartered Professional Accountants, Licensed Public Accountants  
 
 
Toronto, Canada 
February 11, 2015 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 
For the years ended December 31, 2014 and 2013 
 
 

 

Year ended December 31 (millions of Canadian dollars, except per share amounts)  2014 2013
Revenues    
Distribution (includes $159 related party revenues; 2013 – $160) (Note 20)  4,903 4,484
Transmission (includes $1,567 related party revenues; 2013 – $1,517) (Note 20)  1,588 1,529
Other  57 61
  6,548 6,074
  
Costs  
Purchased power (includes $2,633 related party costs; 2013 – $2,500) (Note 20)  3,419 3,020
Operation, maintenance and administration (Note 20)  1,192 1,106
Depreciation and amortization (Note 5)  722 676

   5,333 4,802
 

Income before financing charges and provision for  
payments in lieu of corporate income taxes  1,215 1,272

Financing charges (Note 6)  379 360
 

Income before provision for payments in lieu of corporate income taxes  836 912
Provision for payments in lieu of corporate income taxes (Notes 7, 20)  89 109
Net income  747 803
  
Net income (loss) attributable to noncontrolling interest (Note 4)  (2) –
Net income attributable to the Shareholder of Hydro One Inc.  749 803
  
Other comprehensive income  – –
Comprehensive income  747 803
  
Comprehensive income (loss) attributable to noncontrolling interest (Note 4)  (2) –
Comprehensive income attributable to the Shareholder of Hydro One Inc. 749 803
  
Basic and fully diluted earnings per common share (dollars) (Note 18)  7,319 7,850
  
Dividends per common share declared (dollars) (Note 19)  2,696 2,000
  
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
CONSOLIDATED BALANCE SHEETS 
At December 31, 2014 and 2013 
 
 

 

December 31 (millions of Canadian dollars)  2014 2013
Assets   
Current assets:  
    Cash and cash equivalents (Note 13)  100 565
    Accounts receivable (net of allowance for doubtful accounts – $66; 2013 – $36) (Note 8)  1,016 923
    Due from related parties (Note 20)  224 197
    Regulatory assets (Note 11)  31 47
    Materials and supplies  23 23
   Deferred income tax assets (Note 7)  19 18
    Derivative instruments (Note 13)  2 6
    Investment (Notes 13, 20)  – 251
    Prepaid expenses and other assets  35 28
  1,450 2,058
Property, plant and equipment (Note 9):  
   Property, plant and equipment in service  25,356 23,820
    Less: accumulated depreciation  9,134 8,615

 16,222 15,205
    Construction in progress  1,025 1,078
    Future use land, components and spares  154 148
  17,401 16,431
Other long-term assets:  
    Regulatory assets (Note 11)  3,200 2,636
    Intangible assets (net of accumulated amortization – $305; 2013 – $252) (Note 10)  276 313
    Goodwill (Note 4)  173 133
    Deferred debt issuance costs  36 36
    Deferred income tax assets (Note 7)  7 11
    Derivative instruments (Note 13)  – 6
    Other  7 1
  3,699 3,136
Total assets  22,550 21,625
 
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
CONSOLIDATED BALANCE SHEETS (continued) 
At December 31, 2014 and 2013 
 
 

 

December 31 (millions of Canadian dollars, except number of shares)  2014 2013
Liabilities   
Current liabilities:  
    Bank indebtedness (Note 13)  2 31
    Accounts payable   173 135
    Accrued liabilities (Notes 15, 16)  611 654
    Due to related parties (Note 20)  227 230
    Accrued interest  100 100
    Regulatory liabilities (Note 11)  47 85
    Derivative instruments (Note 13)  3 –
    Long-term debt payable within one year (includes $252 measured at fair value; 
        2013 – $506) (Notes 12, 13)  552 756
  1,715 1,991
  
Long-term debt (includes $nil measured at fair value; 2013 – $256) (Notes 12, 13)  8,373 8,301
Other long-term liabilities:  
   Post-retirement and post-employment benefit liability (Note 15)  1,533 1,488
    Deferred income tax liabilities (Note 7)  1,313 1,129
    Pension benefit liability (Note 15)  1,236 845
    Environmental liabilities (Note 16)  221 239
    Regulatory liabilities (Note 11)  168 163
    Net unamortized debt premiums  18 20
    Asset retirement obligations (Note 17)  9 14
    Long-term accounts payable and other liabilities      17 20
  4,515 3,918
Total liabilities  14,603 14,210
  
Contingencies and commitments (Notes 22, 23)  
Subsequent Event (Note 25)  
  
Preferred shares (authorized: unlimited; issued: 12,920,000) (Notes 18, 19)  323 323
Noncontrolling interest subject to redemption (Note 4)  21 –
  
Equity  
    Common shares (authorized: unlimited; issued: 100,000) (Notes 18, 19)  3,314 3,314
    Retained earnings  4,249 3,787
    Accumulated other comprehensive loss  (9) (9)
    Noncontrolling interest (Note 4)  49 –
Total equity  7,603 7,092
  22,550 21,625
 
See accompanying notes to Consolidated Financial Statements. 
 
 
 
On behalf of the Board of Directors: 
 
 

   
 Sandra Pupatello George L. Cooke 
 Chair 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY  
For the years ended December 31, 2014 and 2013 
 
 

 

 
 
Year ended December 31, 2014 
(millions of Canadian dollars) 

 
 

Common 
Shares 

 
 

Retained 
Earnings 

Accumulated 
Other 

Comprehensive 
Loss 

 
 

Noncontrolling 
Interest 

 
 

Total 
Equity 

January 1, 2014 3,314 3,787 (9) – 7,092
Net income  – 749 – (1) 748
Other comprehensive income – – – – –
Amount contributed by 
    noncontrolling interest – – –

 
50 50

Dividends on preferred shares – (18) – – (18)
Dividends on common shares – (269) – – (269)
December 31, 2014 3,314 4,249 (9) (49) 7,603
 
 
 
Year ended December 31, 2013 
(millions of Canadian dollars) 

 
 

Common 
Shares 

 
 

Retained 
Earnings 

Accumulated 
Other 

Comprehensive 
Loss 

 
 

Noncontrolling 
Interest 

 
 

Total 
Equity 

January 1, 2013 3,314 3,202 (9) – 6,507
Net income  – 803 – – 803
Other comprehensive income – – – – –
Dividends on preferred shares – (18) – – (18)
Dividends on common shares – (200) – – (200)
December 31, 2013 3,314 3,787 (9) – 7,092
 
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS  
For the years ended December 31, 2014 and 2013 
 
 

 

Year ended December 31 (millions of Canadian dollars)  2014 2013
Operating activities  
Net income  747 803
Environmental expenditures  (18) (16)
Adjustments for non-cash items:  

Depreciation and amortization (excluding removal costs)  641 597
Regulatory assets and liabilities  (69) 3
Deferred income taxes  10 (2)
Other  – 8

Changes in non-cash balances related to operations (Note 21)  (55) 11
Net cash from operating activities  1,256 1,404
  
Financing activities  
Long-term debt issued  628 1,185
Long-term debt retired  (776) (600)
Amount contributed by noncontrolling interest (Note 4)  72 –
Dividends paid   (287) (218)
Change in bank indebtedness  (29) (11)
Other  (3) (5)
Net cash from (used in) financing activities  (395) 351
  
Investing activities  
Capital expenditures (Note 21)  

Property, plant and equipment  (1,481) (1,308)
Intangible assets  (23) (79)

Acquisition of Norfolk Power Inc. (Note 4)  (66) –
Proceeds from investment  250 –
Other  (6) 2
Net cash used in investing activities  (1,326) (1,385)
  
Net change in cash and cash equivalents   (465) 370
Cash and cash equivalents, beginning of year  565 195
Cash and cash equivalents, end of year  100 565
 
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended December 31, 2014 and 2013 
 
 

 

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 (Province). The principal businesses of Hydro One are the 
transmission and distribution of electricity to customers within Ontario. The electricity rates of these businesses are regulated 
by the Ontario Energy Board (OEB). 
 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Consolidation 
 
These 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 Networks), Hydro One Telecom Inc. (Hydro One Telecom), Hydro One 
Lake Erie Link Management Inc., Hydro One Lake Erie Link Company Inc., Norfolk Power Inc. (Norfolk Power), and Hydro 
One B2M Holdings. Intercompany transactions and balances have been eliminated. 
 
Basis of Accounting 
 
These Consolidated Financial Statements are prepared and presented in accordance with United States (US) Generally 
Accepted Accounting Principles (GAAP) and in Canadian dollars. 
 
Hydro One performed an evaluation of subsequent events through to February 11, 2015, the date these Consolidated Financial 
Statements were issued, to determine whether any events or transactions warranted recognition and disclosure in these 
Consolidated Financial Statements. See Note 25 – Subsequent Event. 
 
Use of Management Estimates 
 
The preparation of financial statements requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues, expenses, gains 
and losses during the reporting periods. Management evaluates these estimates on an ongoing basis based upon historical 
experience, current conditions, and assumptions believed to be reasonable at the time the assumptions are made, with any 
adjustments being recognized in results of operations in the period they arise. Significant estimates relate to regulatory assets 
and regulatory liabilities, environmental liabilities, pension benefits, post-retirement and post-employment benefits, asset 
retirement obligations (AROs), goodwill and asset impairments, contingencies, unbilled revenues, allowance for doubtful 
accounts, derivative instruments, and deferred income tax assets and liabilities. Actual results may differ significantly from 
these estimates, which may be impacted by future decisions made by the OEB or the Province. 
 
Rate Setting 
 
The Company’s Transmission Business includes the separately regulated transmission businesses of Hydro One Networks 
and B2M Limited Partnership (B2M LP). The Company’s consolidated Distribution Business includes the separately 
regulated distribution businesses of Hydro One Networks and the newly acquired Norfolk Power, as well as the subsidiaries 
Hydro One Brampton Networks and Hydro One Remote Communities. 
 
The OEB has approved the use of US GAAP for rate setting and regulatory accounting and reporting by Hydro One 
Networks’ transmission and distribution businesses, as well as by Hydro One Remote Communities, beginning with the year 
2012. Up to the year ended December 31, 2014, Hydro One Brampton Networks used Canadian GAAP (Part V) for its 
distribution rate-setting purposes, and has transitioned to International Financial Reporting Standards beginning on January 1, 
2015. 

F-38



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 

Transmission 
 
In May 2012, Hydro One Networks filed a cost-of-service application with the OEB for 2013 and 2014 transmission rates. In 
December 2012, the OEB approved the 2013 and 2014 revenue requirement of $1,438 million and $1,528 million, 
respectively.  
 
In December 2013, Hydro One Networks filed a draft Rate Order with the OEB for 2014 transmission rates. The 2014 
transmission revenue requirement was increased to $1,535 million from the originally-approved revenue requirement of 
$1,528 million, primarily due to changes in the cost of capital parameters for 2014 released by the OEB in November 2013. 
On January 9, 2014, the OEB approved the draft Rate Order for 2014 transmission rates as filed. 
 
Distribution 
 
In June 2012, Hydro One Networks filed an Incentive Regulation Mechanism (IRM) application with the OEB for 2013 
distribution rates, to be effective January 1, 2013. In December 2012, the OEB issued its final Decision, which resulted in an 
increase in distribution rates of approximately 1.3% in 2013, or 0.4% when considering total bill impact, for a typical 
residential customer consuming 800 kWh per month. In April 2013, Hydro One Networks filed an IRM application with the 
OEB for 2014 distribution rates, to be effective January 1, 2014. In December 2013, the OEB issued its final Decision, which 
resulted in an increase in distribution rates of approximately 2.4% in 2014, or 0.85% when considering total bill impact, for a 
typical residential customer consuming 800 kWh per month. 
 
In August 2012, Hydro One Brampton Networks filed an IRM application with the OEB for 2013 distribution rates, to be 
effective January 1, 2013. In December 2012, the OEB issued its final Decision, which resulted in an increase in distribution 
rates of approximately 0.3% in 2013, or less than 0.1% when considering total bill impact, for a typical residential customer 
consuming 800 kWh per month. In August 2013, Hydro One Brampton Networks filed an IRM application with the OEB for 
2014 distribution rates, to be effective January 1, 2014. In December 2013, the OEB issued its final Decision, which resulted 
in a reduction in distribution rates of approximately 2.3% in 2014, or 0.5% when considering total bill impact, for a typical 
residential customer consuming 800 kWh per month. 
 
In September 2012, Hydro One Remote Communities filed a cost-of-service application with the OEB for 2013 rates, seeking 
approval for a 2013 revenue requirement of $53 million. In June 2013, the OEB approved a revenue requirement of 
$51 million for 2013. In October 2013, Hydro One Remote Communities filed an IRM application with the OEB for 2014 rates, 
seeking approval for a rate increase of approximately 0.5%. In March 2014, the OEB approved an increase of approximately 
1.7% to basic rates for the distribution and generation of electricity, with an effective date of May 1, 2014. The final rate 
increase was adjusted by the OEB’s updated rate adjustment parameters and Hydro One Remote Communities’ IRM stretch 
factor. 
 
Regulatory Accounting 
 
The OEB has the general power to include or exclude revenues, costs, gains or losses in the rates of a specific period, 
resulting in a change in the timing of accounting recognition from that which would have been 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 that generally represent amounts that are refundable to future 
customers. 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 
setting future rates, the appropriate carrying amount will be reflected in results of operations in the period that the assessment 
is made.  
  
Cash and Cash Equivalents 
 
Cash and cash equivalents include cash and short-term investments with an original maturity of three months or less. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 

Revenue Recognition 
 
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 electricity is transmitted and delivered to customers. 
 
Distribution revenues are recognized on an accrual basis and include billed and unbilled revenues. 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 monthly revenue for a period based on wholesale electricity purchases 
because customer meters are not generally read at the end of each month. At the end of each month, the electricity delivered 
to customers, but not billed, is estimated and revenue is recognized. The unbilled revenue estimate is affected by energy 
demand, weather, line losses and changes in the composition of customer classes. 
 
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. Current legislation provides rate protection for prescribed classes of rural, residential and remote consumers by 
reducing the electricity rates that would otherwise apply. 
 
Revenues also include amounts related to sales of other services and equipment. Such revenue is recognized as services are 
rendered or as equipment is delivered. 
 
Revenues are recorded net of indirect taxes. 
 
Accounts Receivable and Allowance for Doubtful Accounts 
 
Billed accounts receivable are recorded at the invoiced amount, net of allowance for doubtful accounts. Unbilled accounts 
receivable are estimated and recorded based on wholesale electricity purchases. Overdue amounts related to regulated billings 
bear interest at OEB-approved rates. The allowance for doubtful accounts reflects the Company’s best estimate of losses on 
billed accounts receivable balances. The allowance is based on accounts receivable aging, historical experience and other 
currently available information. The Company estimates the allowance for doubtful accounts on customer receivables by 
applying internally developed loss rates to the outstanding receivable balances by risk segment. Risk segments represent 
groups of customers with similar credit quality indicators and are computed based on various attributes, including number of 
days receivables are past due, delinquency of balances and payment history. Loss rates applied to the accounts receivable 
balances are based on historical average write-offs as a percentage of accounts receivable in each risk segment. An account is 
considered delinquent if the final amount billed is not received within 110 days of the invoiced date. Accounts receivable are 
written off against the allowance when they are deemed uncollectible. The existing allowance for uncollectible accounts will 
continue to be affected by changes in volume, prices and economic conditions. 
 
Noncontrolling interest 
 
Noncontrolling interest represents the portion of equity ownership in subsidiaries that is not attributable to the Shareholder of 
the parent company. Noncontrolling interest is initially recorded at fair value and subsequently the amount is adjusted for the 
proportionate share of net income (loss) and other comprehensive income (loss) attributable to the noncontrolling interest and 
any dividends or distributions paid to the noncontrolling interest. 
 
If a transaction results in the acquisition of all, or part, of a noncontrolling interest in a subsidiary, the acquisition of the 
noncontrolling interest is accounted for as an equity transaction. No gain or loss is recognized in consolidated net income or 
comprehensive income as a result of changes in the noncontrolling interest, unless a change results in the loss of control by 
the Company. 
 
Corporate Income Taxes 
 
Under the Electricity Act, 1998, Hydro One is required to make payments in lieu of corporate income taxes (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) as 
modified by the Electricity Act, 1998 and related regulations. 
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Current and deferred income taxes are computed based on the tax rates and tax laws enacted at the balance sheet date. Tax 
benefits associated with income tax positions taken, or expected to be taken, in a tax return are recorded only when the 
“more-likely-than-not” recognition threshold is satisfied and are measured at the largest amount of benefit that has a greater 
than 50% likelihood of being realized upon settlement. Management evaluates each position based solely on the technical 
merits and facts and circumstances of the position, assuming the position will be examined by a taxing authority having full 
knowledge of all relevant information. Significant management judgment is required to determine recognition thresholds and 
the related amount of tax benefits to be recognized in the Consolidated Financial Statements. Management re-evaluates tax 
positions each period in which new information about recognition or measurement becomes available.  
 
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.  
 
Deferred Income Taxes  
 
Deferred income taxes are provided for using the liability method. Deferred income taxes are recognized based on the 
estimated future tax consequences attributable to temporary differences between the carrying amount of assets and liabilities 
in the Consolidated Financial Statements and their corresponding tax bases. 
 
Deferred income tax liabilities are generally recognized on all taxable temporary differences. Deferred tax assets are 
recognized to the extent that it is more-likely-than-not that these assets will be realized from taxable income available against 
which deductible temporary differences can be utilized.  
 
Deferred 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 at the balance sheet date. Deferred income taxes 
that are not included in the rate-setting process are charged or credited to the Consolidated Statements of Operations and 
Comprehensive Income. 
 
If management determines that it is more-likely-than-not that some or all of a deferred income tax asset will not be realized, a 
valuation allowance is recorded against the deferred income tax asset to report the net balance at the amount expected to be 
realized. Previously unrecognized deferred income tax assets are reassessed at each balance sheet date and are recognized to 
the extent that it has become more-likely-than-not that the tax benefit will be realized. 
 
The Company records regulatory assets and liabilities associated with deferred income taxes that will be included in the rate-
setting process.  
 
The Company uses the flow-through method to account for investment tax credits (ITCs) earned on eligible scientific 
research and experimental development expenditures, and apprenticeship job creation. Under this method, only non-
refundable ITCs are recognized as a reduction to income tax expense. 
 
Materials and Supplies 
 
Materials and supplies represent consumables, small spare parts and construction materials held for internal construction and 
maintenance of property, plant and equipment. These assets are carried at average cost less any impairments recorded. 
 
Property, Plant and Equipment 
 
Property, plant and equipment is recorded at original cost, net of customer contributions received in aid of construction and 
any accumulated impairment losses. The cost of additions, including betterments and replacement asset components, is 
included on the Consolidated Balance Sheets as property, plant and equipment.  
 
The original cost of property, plant and equipment includes direct materials, direct labour (including employee benefits), 
contracted services, attributable capitalized financing costs, asset retirement costs, and direct and indirect overheads that are 
related to the capital project or program. Indirect overheads include a portion of corporate costs such as finance, treasury, 
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human resources, information technology and executive costs. Overhead costs, including corporate functions and field 
services costs, are capitalized on a fully allocated basis, consistent with an OEB-approved methodology.  
 
Property, plant and equipment in service consists of transmission, distribution, communication, administration and service 
assets and land easements. Property, plant and equipment also includes future use assets, such as land, major components and 
spare parts, and capitalized project development costs associated with deferred capital projects.  
 
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, including transformers, circuit 
breakers and switches. 
 
Distribution  
 
Distribution assets include 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, personal computers, transport and work equipment, tools 
and other minor assets. 
 
Easements 
 
Easements include statutory rights of use for transmission corridors and abutting lands granted under the Reliable Energy and 
Consumer Protection Act, 2002, as well as other land access rights. 
 
Intangible Assets 
 
Intangible assets separately acquired or internally developed are measured on initial recognition at cost, which comprises 
purchased software, direct labour (including employee benefits), consulting, engineering, overheads and attributable 
capitalized financing charges. Following initial recognition, intangible assets are carried at cost, net of any accumulated 
amortization and accumulated impairment losses. The Company’s intangible assets primarily represent major company-wide 
computer applications. 
 
Capitalized Financing Costs 
 
Capitalized financing costs represent interest costs attributable to the construction of property, plant and equipment or 
development of intangible assets. The financing cost of attributable borrowed funds is capitalized as part of the acquisition 
cost of such assets. The capitalized portion of financing costs is a reduction to financing charges recognized in the 
Consolidated Statements of Operations and Comprehensive Income. Capitalized financing costs are calculated using the 
Company’s weighted average effective cost of debt. 
 
Construction and Development in Progress 
 
Construction and development in progress consists of the capitalized cost of constructed assets that are not yet complete and 
which have not yet been placed in service.  
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Depreciation and Amortization 
 
The cost of property, plant and equipment and intangible assets is depreciated or amortized on a straight-line basis based on 
the estimated remaining service life of each asset category, except for transport and work equipment, which is depreciated on 
a declining balance basis. 
 
The Company periodically initiates an external independent review of its property, plant and equipment and intangible asset 
depreciation and amortization rates, as required by the OEB. Any changes arising from OEB approval of such a review are 
implemented on a remaining service life basis, consistent with their inclusion in electricity rates. The last review resulted in 
changes to rates effective January 1, 2013. A summary of average service lives and depreciation and amortization rates for 
the various classes of assets is included below: 
 

 Average                                 Rate 
 Service Life Range Average

Transmission 57 years 1% – 2% 2%
Distribution  42 years 1% – 20% 2%
Communication 19 years 1% – 15% 4%
Administration and service 15 years 3% – 20% 7%
 
The cost of intangible assets is included primarily within the administration and service classification above. Amortization 
rates for computer applications software and other intangible assets range from 9% to 20%. 
 
In accordance with group depreciation practices, the original cost of property, plant and equipment, or major components 
thereof, and intangible assets that are normally retired, is charged to accumulated depreciation, with no gain or loss being 
reflected in results of operations. Where a disposition of property, plant and equipment occurs through sale, a gain or loss is 
calculated based on proceeds and such gain or loss is included in depreciation expense. Depreciation expense also includes 
the costs incurred to remove property, plant and equipment where no ARO has been recorded.  
 
Goodwill 
 
Goodwill represents the cost of acquired local distribution companies that is in excess of the fair value of the net identifiable 
assets acquired at the acquisition date. Goodwill is not included in rate base.  
 
Goodwill is evaluated for impairment on an annual basis, or more frequently if circumstances require. The Company 
performs a qualitative assessment to determine whether it is more-likely-than-not that the fair value of the applicable 
reporting unit is less than its carrying amount. If the Company determines, as a result of its qualitative assessment, that it is 
not more-likely-than-not that the fair value of the applicable reporting unit is less than its carrying amount, no further testing 
is required. If the Company determines, as a result of its qualitative assessment, that it is more-likely-than-not that the fair 
value of the applicable reporting unit is less than its carrying amount, a goodwill impairment assessment is performed using a 
two-step, fair value-based test. The first step compares the fair value of the applicable reporting unit to its carrying amount, 
including goodwill. If the carrying amount of the applicable reporting unit exceeds its fair value, a second step is performed. 
The second step requires an allocation of fair value to the individual assets and liabilities using purchase price allocation in 
order to determine the implied fair value of goodwill. If the implied fair value of goodwill is less than the carrying amount, an 
impairment loss is recorded as a reduction to goodwill and as a charge to results of operations.  
 
For the year ended December 31, 2014, based on the qualitative assessment performed as at September 30, 2014, the 
Company has determined that it is not more-likely-than-not that the fair value of each applicable reporting unit assessed is 
less than its carrying amount. As a result, no further testing was performed, and the Company has concluded that goodwill 
was not impaired at December 31, 2014. 
 
Long-Lived Asset Impairment 
 
When circumstances indicate the carrying value of long-lived assets may not be recoverable, the Company evaluates whether 
the carrying value of such assets, excluding goodwill, has been impaired. For such long-lived assets, impairment exists when 
the carrying value exceeds the sum of the future estimated undiscounted cash flows expected to result from the use and 
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eventual disposition of the asset. When alternative courses of action to recover the carrying amount of a long-lived asset are 
under consideration, a probability-weighted approach is used to develop estimates of future undiscounted cash flows. If the 
carrying value of the long-lived asset is not recoverable based on the estimated future undiscounted cash flows, an 
impairment loss is recorded, measured as the excess of the carrying value of the asset over its fair value. As a result, the 
asset’s carrying value is adjusted to its estimated fair value.  
 
Within its regulated business, the carrying costs of most of Hydro One’s long-lived assets are included in rate base where 
they earn an OEB-approved rate of return. Asset carrying values and the related return are recovered through approved rates. 
As a result, such assets are only tested for impairment in the event that the OEB disallows recovery, in whole or in part, or if 
such a disallowance is judged to be probable. 
 
Hydro One regularly monitors the assets of its unregulated Hydro One Telecom subsidiary for indications of impairment. 
Management assesses the fair value of such long-lived assets using commonly accepted techniques, and may use more than 
one. Techniques used to determine fair value include, but are not limited to, the use of recent third party comparable sales for 
reference and internally developed discounted cash flow analysis. Significant changes in market conditions, changes to the 
condition of an asset, or a change in management’s intent to utilize the asset are generally viewed by management as 
triggering events to reassess the cash flows related to these long-lived assets. As at December 31, 2014, no asset impairment 
had been recorded for assets within either the Company’s regulated or unregulated businesses. 
 
Costs of Arranging Debt Financing 
 
For financial liabilities classified as other than held-for-trading, the Company defers the external transaction costs related to 
obtaining debt financing and presents such amounts as deferred debt issuance costs on the Consolidated Balance Sheets. 
Deferred debt issuance costs are amortized over the contractual life of the related debt on an effective-interest basis and the 
amortization is included within financing charges in the Consolidated Statements of Operations and Comprehensive Income. 
Transaction costs for items classified as held-for-trading are expensed immediately. 
 
Comprehensive Income 
 
Comprehensive income is comprised of net income and other comprehensive income (OCI). Hydro One presents net income 
and OCI in a single continuous Consolidated Statement of Operations and Comprehensive Income.  
 
Financial Assets and Liabilities 
 
All financial assets and liabilities are classified into one of the following five categories: held-to-maturity; loans and 
receivables; held-for-trading; other liabilities; or available-for-sale. Financial assets and liabilities classified as held-for-
trading are measured at fair value. All other financial assets and liabilities are measured at amortized cost, except accounts 
receivable and amounts due from related parties, which are measured at the lower of cost or fair value. Accounts receivable 
and amounts due from related parties are classified as loans and receivables. The Company considers the carrying amounts of 
accounts receivable and amounts due from related parties to be reasonable estimates of fair value because of the short time to 
maturity of these instruments. Provisions for impaired accounts receivable are recognized as adjustments to the allowance for 
doubtful accounts and are recognized when there is objective evidence that the Company will not be able to collect amounts 
according to the original terms. All financial instrument transactions are recorded at trade date. 
 
Derivative instruments are measured at fair value. Gains and losses from fair valuation are included within financing charges 
in the period in which they arise. The Company determines the classification of its financial assets and liabilities at the date 
of initial recognition. The Company designates certain of its financial assets and liabilities to be held at fair value, when it is 
consistent with the Company’s risk management policy disclosed in Note 13 – Fair Value of Financial Instruments and Risk 
Management. 
 
Derivative Instruments and Hedge Accounting 
 
The Company closely monitors the risks associated with changes in interest rates on its operations and, where appropriate, 
uses various instruments to hedge these risks. Certain of these derivative instruments qualify for hedge accounting and are 

F-44



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 
 

designated as accounting hedges, while others either do not qualify as hedges or have not been designated as hedges 
(hereinafter referred to as undesignated contracts) as they are part of economic hedging relationships.  
 
The accounting guidance for derivative instruments requires the recognition of all derivative instruments not identified as 
meeting the normal purchase and sale exemption as either assets or liabilities recorded at fair value on the Consolidated 
Balance Sheets. For derivative instruments that qualify for hedge accounting, the Company may elect to designate such 
derivative instruments as either cash flow hedges or fair value hedges. The Company offsets fair value amounts recognized 
on its Consolidated Balance Sheets related to derivative instruments executed with the same counterparty under the same 
master netting agreement. 
 
For derivative instruments that qualify for hedge accounting and which are designated as cash flow hedges, the effective 
portion of any gain or loss, net of tax, is reported as a component of accumulated OCI (AOCI) and is reclassified to results of 
operations in the same period or periods during which the hedged transaction affects results of operations. Any gains or 
losses on the derivative instrument that represent either hedge ineffectiveness or hedge components excluded from the 
assessment of effectiveness are recognized in results of operations. For fair value hedges, changes in fair value of both the 
derivative instrument and the underlying hedged exposure are recognized in the Consolidated Statements of Operations and 
Comprehensive Income in the current period. The gain or loss on the derivative instrument is included in the same line item 
as the offsetting gain or loss on the hedged item in the Consolidated Statements of Operations and Comprehensive Income. 
Additionally, the Company enters into derivative agreements that are economic hedges which either do not qualify for hedge 
accounting or have not been designated as hedges. The changes in fair value of these undesignated derivative instruments are 
reflected in results of operations. 
 
Embedded derivative instruments are separated from their host contracts and carried at fair value on the Consolidated 
Balance Sheets when: (a) the economic characteristics and risks of the embedded derivative are not clearly and closely 
related to the economic characteristics and risks of the host contract; (b) the hybrid instrument is not measured at fair value, 
with changes in fair value recognized in results of operations each period; and (c) the embedded derivative itself meets the 
definition of a derivative. The Company does not engage in derivative trading or speculative activities and had no embedded 
derivatives at December 31, 2014 or 2013. 
 
Hydro One periodically develops hedging strategies taking into account risk management objectives. At the inception of a 
hedging relationship where the Company has elected to apply hedge accounting, Hydro One formally documents the 
relationship between the hedged item and the hedging instrument, the related risk management objective, the nature of the 
specific risk exposure being hedged, and the method for assessing the effectiveness of the hedging relationship. The 
Company also assesses, both at the inception of the hedge and on a quarterly basis, whether the hedging instruments are 
effective in offsetting changes in fair values or cash flows of the hedged items.  
 
Employee Future Benefits 
 
Employee future benefits provided by Hydro One include pension, post-retirement and post-employment benefits. The costs 
of the Company’s pension, post-retirement and post-employment benefit plans are recorded over the periods during which 
employees render service.  
 
The Company recognizes the funded status of its pension, post-retirement and post-employment plans on its Consolidated 
Balance Sheets and subsequently recognizes the changes in funded status at the end of each reporting year. Pension, post-
retirement and post-employment plans are considered to be underfunded when the projected benefit obligation exceeds the 
fair value of the plan assets. Liabilities are recognized on the Consolidated Balance Sheets for any net underfunded projected 
benefit obligation. The net underfunded projected benefit obligation may be disclosed as a current liability, long-term 
liability, or both. The current portion is the amount by which the actuarial present value of benefits included in the benefit 
obligation payable in the next 12 months exceeds the fair value of plan assets. If the fair value of plan assets exceeds the 
projected benefit obligation of the plan, an asset is recognized equal to the net overfunded projected benefit obligation. The 
post-retirement and post-employment benefit plans are unfunded because there are no related plan assets. 
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Pension benefits 
 
In accordance with the OEB’s rate orders, pension costs are recorded on a cash basis as employer contributions are paid to 
the pension fund in accordance with the Pension Benefits Act (Ontario). Pension costs are recorded on an accrual basis for 
financial reporting purposes. Pension costs are actuarially determined using the projected benefit method prorated on service 
and are based on assumptions that reflect management’s best estimate of the effect of future events, including future 
compensation increases. Past service costs from plan amendments and all actuarial gains and losses are amortized on a 
straight-line basis over the expected average remaining service period of active employees in the plan, and over the estimated 
remaining life expectancy of inactive employees in the plan. Pension plan assets, consisting primarily of listed equity 
securities as well as corporate and government debt securities, are fair valued at the end of each year. 
 
Hydro One records a regulatory asset equal to the net underfunded projected benefit obligation for its pension plan. The 
regulatory asset for the net underfunded projected benefit obligation for the pension plan, in the absence of regulatory 
accounting, would be recognized in AOCI. A regulatory asset is recognized because management considers it to be probable 
that pension benefit costs will be recovered in the future through the rate-setting process. The pension regulatory assets are 
remeasured at the end of each year based on the current status of the pension plan.  
 
All future pension benefit costs are attributed to labour and are either charged to results of operations or capitalized as part of 
the cost of property, plant and equipment and intangible assets. 
 
Post-retirement and post-employment benefits 
 
Post-retirement and post-employment benefits are recorded and included in rates 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 are amortized to results of operations based on the 
expected average remaining service period.  
 
Hydro One records a regulatory asset equal to the incremental net unfunded projected benefit obligation for post-retirement 
and post-employment plans recorded at each year end based on annual actuarial reports. The regulatory asset for the 
incremental net unfunded projected benefit obligation for post-retirement and post-employment plans, in the absence of 
regulatory accounting, would be recognized in AOCI. A regulatory asset is recognized because management considers it to 
be probable that post-retirement and post-employment benefit costs will be recovered in the future through the rate-setting 
process.  
 
For post-retirement benefits, all actuarial gains or losses are deferred using the “corridor” approach. The amount calculated 
above the “corridor” is amortized to results of operations on a straight-line basis over the expected average remaining service 
life of active employees in the plan and over the remaining life expectancy of inactive employees in the plan. The post-
retirement benefit obligation is remeasured to its fair value at each year end based on an annual actuarial report, with an 
offset to the associated regulatory asset, to the extent of the remeasurement adjustment. 
 
For post-employment obligations, the associated regulatory liabilities representing actuarial gains on transition to US GAAP 
are amortized to results of operations based on the “corridor” approach. Post transition, the actuarial gains and losses on post-
employment obligations that are incurred during the year are recognized immediately to results of operations. The post-
employment benefit obligation is remeasured to its fair value at each year end based on an annual actuarial report, with an 
offset to the associated regulatory asset, to the extent of the remeasurement adjustment. 
 
All post-retirement and post-employment future benefit costs are attributed to labour and are either charged to results of 
operations or capitalized as part of the cost of property, plant and equipment and intangible assets. 
 
Multiemployer Pension Plan 
 
Employees of Hydro One Brampton Networks and the newly acquired Norfolk Power participate in the Ontario Municipal 
Employees Retirement System Fund (OMERS), a multiemployer, contributory, defined benefit public sector pension fund. 
OMERS provides retirement pension payments based on members’ length of service and salary. Both the participating 
employers and members are required to make plan contributions. The OMERS plan assets are pooled together to provide 
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benefits to all plan participants and the plan assets are not segregated by member entity. OMERS is registered with the 
Financial Services Commission of Ontario under Registration #0345983. At December 31, 2013, OMERS had approximately 
440,000 members, with approximately 335 members being current employees of Hydro One Brampton Networks and 
Norfolk Power. 
 
The OMERS plan is accounted for as a defined contribution plan by Hydro One because it is not practicable to determine the 
present value of the Company’s obligation, the fair value of plan assets or the related current service cost applicable to Hydro 
One Brampton Networks and Norfolk Power employees. Hydro One recognizes its contributions to the OMERS plan as 
pension expense, with a portion being capitalized. The expensed amount is included in operation, maintenance and 
administration costs in the Consolidated Statements of Operations and Comprehensive Income. 
 
Loss Contingencies  
 
Hydro One is involved in certain legal and environmental matters that arise in the normal course of business. In the 
preparation of its Consolidated Financial Statements, management makes judgments regarding the future outcome of 
contingent events and records a loss for a contingency based on its best estimate when it is determined that such loss is 
probable and the amount of the loss can be reasonably estimated. Where the loss amount is recoverable in future rates, a 
regulatory asset is also recorded. When a range estimate for the probable loss exists and no amount within the range is a 
better estimate than any other amount, the Company records a loss at the minimum amount within the range.  
 
Management regularly reviews current information available to determine whether recorded provisions should be adjusted 
and whether new provisions are required. Estimating probable losses may require analysis of multiple forecasts and scenarios 
that often depend on judgments about potential actions by third parties, such as federal, provincial and local courts or 
regulators. Contingent liabilities are often resolved over long periods of time. Amounts recorded in the Consolidated 
Financial Statements may differ from the actual outcome once the contingency is resolved. Such differences could have a 
material impact on future results of operations, financial position and cash flows of the Company. 
 
Provisions are based upon current estimates and are subject to greater uncertainty where the projection period is lengthy. A 
significant upward or downward trend in the number of claims filed, the nature of the alleged injuries, and the average cost of 
resolving each claim could change the estimated provision, as could any substantial adverse or favourable verdict at trial. A 
federal or provincial legislative outcome or structured settlement could also change the estimated liability. Legal fees are 
expensed as incurred. 
 
Environmental Liabilities 
 
Environmental liabilities are recorded in respect of past contamination when it is determined that future environmental 
remediation expenditures are probable under existing statute or regulation and the amount of the future expenditures can be 
reasonably estimated. Hydro One records a liability for the estimated future expenditures associated with the contaminated 
land assessment and remediation (LAR) and for the phase-out and destruction of polychlorinated biphenyl (PCB)-
contaminated mineral oil removed from electrical equipment, based on the present value of these estimated future 
expenditures. The Company determines the present value with a discount rate equal to its credit-adjusted risk-free interest 
rate on financial instruments with comparable maturities to the pattern of future environmental expenditures. As the 
Company anticipates that the future expenditures will continue to be recoverable in future rates, an offsetting regulatory asset 
has been recorded to reflect the future recovery of these environmental expenditures from customers. Hydro One reviews its 
estimates of future environmental expenditures annually, or more frequently if there are indications that circumstances have 
changed. 
 
Asset Retirement Obligations 
 
AROs are recorded for legal obligations associated with the future removal and disposal of long-lived assets. Such 
obligations may result from the acquisition, construction, development and/or normal use of the asset. Conditional AROs are 
recorded when there is a legal obligation to perform a future asset retirement activity but where the timing and/or method of 
settlement are conditional on a future event that may or may not be within the control of the Company. In such a case, the 
obligation to perform the asset retirement activity is unconditional even though uncertainty exists about the timing and/or 
method of settlement.  
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When recording an ARO, the present value of the estimated future expenditures required to complete the asset retirement 
activity is recorded in the period in which the obligation is incurred, if a reasonable estimate can be made. In general, the 
present value of the estimated future expenditures is added to the carrying amount of the associated asset and the resulting 
asset retirement cost is depreciated over the estimated useful life of the asset. Where an asset is no longer in service when an 
ARO is recorded, the asset retirement cost is recorded in results of operations. 
 
Some of the Company’s transmission and distribution assets, particularly those located on unowned easements and rights-of-
way, may have AROs, 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 facilities in perpetuity, no ARO currently exists for these assets. 
If, at some future date, a particular facility is shown not to meet the perpetuity assumption, it will be reviewed to determine 
whether an estimable ARO exists. In such a case, an ARO would be recorded at that time.  
 
The Company’s AROs recorded to date relate to estimated future expenditures associated with the removal and disposal of 
asbestos-containing materials installed in some of its facilities and with the decommissioning of specific switching stations 
located on unowned sites. 
 
 
3. NEW ACCOUNTING PRONOUNCEMENTS 
 
Recently Adopted Accounting Pronouncements 
 
In July 2013, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2013-11, 
Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a 
Similar Tax Loss, or a Tax Credit Carryforward Exists. This ASU provides guidance on the presentation of unrecognized tax 
benefits. This ASU is effective for fiscal years, and interim periods within those years, beginning after December 15, 2013, 
and should be applied prospectively to all unrecognized tax benefits that exist at the effective date. The adoption of this ASU 
did not have a significant impact on the Company’s consolidated financial statements. 
 
Recent Accounting Guidance Not Yet Adopted 
 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). This ASU provides 
guidance on revenue recognition that depicts the transfer of promised goods or services to customers in an amount that 
reflects the consideration to which the entity expects to be entitled in exchange for those goods and services. This ASU is 
required to be applied retrospectively and is effective for fiscal years, and interim periods within those years, beginning after 
December 15, 2016. The Company is currently assessing the impact of adoption of ASU 2014-09 on its consolidated 
financial statements. 
 
In August 2014, the FASB issued ASU 2014-15, Presentation of Financial Statements – Going Concern (Subtopic 205-40): 
Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern. This ASU provides guidance about 
management’s responsibility to evaluate whether there is substantial doubt about an entity’s ability to continue as a going 
concern and related disclosures. This ASU is effective for the annual period ending December 31, 2016, and for annual and 
interim periods thereafter. The adoption of this ASU is not anticipated to have a significant impact on the Company’s 
consolidated financial statements. 
 
In November 2014, the FASB issued ASU 2014-16, Derivatives and Hedging (Topic 815). This ASU provides guidance on 
accounting for hybrid financial instruments issued in the form of a share. This ASU is effective for fiscal years, and interim 
periods within those years, beginning after December 15, 2015. The Company is currently assessing the impact of adoption of 
ASU 2014-16 on its consolidated financial statements. 
 
 
 
 
 
 

F-48



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 

4. BUSINESS COMBINATIONS 
 
B2M Limited Partnership 
 
In 2012, Hydro One entered into an agreement with the Chippewas of Nawash First Nation and the Chippewas of Saugeen First 
Nation, collectively referred to as the Saugeen Ojibway Nation (SON), where a noncontrolling equity interest in Hydro One’s 
new limited partnership, B2M LP, would be made available for purchase at fair value by the SON. B2M LP was formed by 
Hydro One in 2013 to hold most of the transmission lines and a licence to use the related land. These assets are associated with 
Hydro One’s Bruce to Milton Transmission Reinforcement Project, an electricity transmission line (Bruce to Milton Line) in 
southwestern Ontario, from the Bruce Power facility in Kincardine to Hydro One’s Milton Switching Station in the Town of 
Milton. Hydro One Networks will maintain and operate the Bruce to Milton Line in accordance with an operation and 
management services agreement. In November 2013, the OEB issued a Decision and Order granting B2M LP a transmission 
licence and granting Hydro One Networks leave to sell the relevant Bruce to Milton Line transmission assets to B2M LP.  
 
On December 16, 2014, the relevant Bruce to Milton Line transmission assets totalling $526 million were transferred from 
Hydro One Networks to B2M LP. This was financed by 60% debt ($316 million) and 40% equity ($210 million). On 
December 17, 2014, the SON acquired a 34.2% equity interest in B2M LP for consideration of $72 million, representing the fair 
value of the equity interest acquired. 
 
Part of the SON’s equity interest in B2M LP is in Class B units of B2M LP that have a mandatory put option. The put option 
requires that upon the occurrence of an enforcement event (i.e. an event of default such as a debt default by the SON or 
insolvency event), the SON has the ability to require Hydro One to purchase the Class B units of B2M LP for net book value on 
the redemption date. 
 
The noncontrolling interest relating to the Class B units is classified on the Consolidated Balance Sheet as temporary equity 
because the redemption feature is outside the control of the Company. The balance of the noncontrolling interest is classified 
within equity. At December 31, 2014, the total noncontrolling interest was reduced by the 2014 net loss attributable to 
noncontrolling interest totalling $2 million, including $1 million relating to noncontrolling interest subject to redemption. 
 
Acquisition of Norfolk Power 
 
On August 29, 2014, Hydro One acquired 100% of the common shares of Norfolk Power, an electricity distribution and telecom 
company located in southwestern Ontario. The total purchase price for Norfolk Power, net of the long-term debt assumed and 
adjusted for preliminary working capital and other closing adjustments, is approximately $68 million.  
 
The following table summarizes the preliminary determination of the fair value of the assets acquired and liabilities assumed: 
 
(millions of Canadian dollars)  
Working capital  6
Property, plant and equipment  56
Deferred income tax assets  1
Goodwill  40
Bank indebtedness  (3)
Derivative instruments  (3)
Long-term debt  (26)
Post-retirement and post-employment benefit liability  (1)
Environmental liability  (1)
Long-term accounts payable and other liabilities  (1)
  68
 
The determination of the fair values of assets acquired and liabilities assumed has been based upon management’s estimates and 
certain assumptions with respect to the fair values of the assets acquired and liabilities assumed. The purchase agreement 
provides for final purchase price adjustments based on agreed working capital and other balances at the acquisition date which 
have not yet been finalized. The Company will continue to review information and perform further analysis prior to finalizing 
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the total purchase price and therefore the actual total purchase price and the consequent impact on goodwill may differ from the 
amounts above. 
 
Goodwill of approximately $40 million arising from the Norfolk Power acquisition consists largely of the synergies and 
economies of scale expected from combining the operations of Hydro One and Norfolk Power. All of the goodwill was assigned 
to Hydro One’s Distribution Business segment. None of the goodwill recognized is expected to be deductible for income tax 
purposes. 
 
Norfolk Power contributed revenues of $18 million and net income of less than $1 million to the Company’s consolidated 
financial results for the year ended December 31, 2014. 
 
All costs related to the acquisition have been expensed through the Consolidated Statements of Operations and Comprehensive 
Income. The disclosure of Norfolk Power’s pro forma information is immaterial to the Company’s consolidated financial results 
for the year ended December 31, 2014. 
 
Woodstock Hydro Purchase Agreement 
 
On May 21, 2014, Hydro One reached an agreement with the City of Woodstock to acquire 100% of the common shares of 
Woodstock Hydro Holdings Inc. (Woodstock Hydro), an electricity distribution company located in southwestern Ontario. The 
acquisition is pending a regulatory decision from the OEB. The purchase price for Woodstock Hydro will be approximately 
$29 million, subject to final closing adjustments. The transaction is anticipated to be completed in 2015. In anticipation of the 
Woodstock Hydro acquisition, the Company made a refundable deposit totalling $2 million, which is recorded in prepaid 
expenses and other assets on the Consolidated Balance Sheet. 
 
Haldimand Hydro Purchase Agreement 
 
On June 10, 2014, Hydro One reached an agreement with Haldimand County to acquire 100% of the common shares of 
Haldimand County Utilities Inc. (Haldimand Hydro), an electricity distribution and telecom company located in southwestern 
Ontario. The acquisition is pending a regulatory decision from the OEB. The purchase price for Haldimand Hydro will be 
approximately $65 million, subject to final closing adjustments. The transaction is anticipated to be completed in 2015. In 
anticipation of the Haldimand Hydro acquisition, the Company made a refundable deposit totalling $3 million, which is recorded 
in prepaid expenses and other assets on the Consolidated Balance Sheet. 
 
 
5. DEPRECIATION AND AMORTIZATION 

 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Depreciation of property, plant and equipment  565 533
Amortization of intangible assets  53 48
Asset removal costs  81 79
Amortization of regulatory assets  23 16
  722 676
 
 
6. FINANCING CHARGES 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Interest on long-term debt  432 416
Other  12 9
Less: Interest capitalized on construction and development in progress  (49) (51)
          Gain on interest-rate swap agreements  (10) (11)
          Interest earned on investments  (6) (3)
  379 360
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7. 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 the effective tax rates is provided as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Income before provision for PILs  836 912
Canadian federal and Ontario statutory income tax rate  26.50% 26.50%
Provision for PILs at statutory rate  222 242
  
Increase (decrease) resulting from:  
Net temporary differences included in amounts charged to customers:  
    Capital cost allowance in excess of depreciation and amortization  (72) (72)
    Pension contributions in excess of pension expense  (24) (23)
    Overheads capitalized for accounting but deducted for tax purposes  (15) (14)
    Interest capitalized for accounting but deducted for tax purposes  (13) (13)
    Environmental expenditures  (5) (4)
    Prior year’s adjustments  (4) (8)
    Non-refundable investment tax credits  (3) (4)
    Post-retirement and post-employment benefit expense in excess of cash payments  3 4
    Other  (1) (1)
Net temporary differences  (134) (135)
Net permanent differences  1 2
Total provision for PILs  89 109
 
The major components of income tax expense are as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Current provision for PILs  79 111
Deferred provision (recovery) for PILs  10 (2)
Total provision for PILs  89 109
  
Effective income tax rate  10.63% 11.98%
 
The current provision for PILs is remitted to, or received from, the OEFC. At December 31, 2014, $39 million due from the 
OEFC was included in due from related parties on the Consolidated Balance Sheet (2013 – $29 million). 
 
At December 31, 2014, the total provision for PILs includes deferred provision for PILs of $10 million (2013 – deferred 
recovery of $2 million) that is not included in the rate-setting process, using the liability method of accounting. Deferred PILs 
balances expected to be included in the rate-setting process are offset by regulatory assets and liabilities to reflect the 
anticipated recovery or disposition of these balances within future electricity rates. 
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Deferred Income Tax Assets and Liabilities 
 
Deferred income tax assets and liabilities arise from differences between the carrying amounts and tax basis of the 
Company’s assets and liabilities. At December 31, 2014 and 2013, deferred income tax assets and liabilities consisted of the 
following: 
 
December 31 (millions of Canadian dollars)  2014 2013
Deferred income tax assets   
    Post-retirement and post-employment benefits expense in excess of cash payments 8 7
    Environmental expenditures  4 5
    Depreciation and amortization in excess of capital cost allowance  (4) –
    Other  (1) (1)
Total deferred income tax assets  7 11
Less: current portion  – –
  7 11
 
December 31 (millions of Canadian dollars)  2014 2013
Deferred income tax liabilities   
    Capital cost allowance in excess of depreciation and amortization  (1,713) (1,556) 
    Regulatory amounts that are not recognized for tax purposes  (140) (144)
    Partnership interest  (38) –
    Goodwill  (21) (20)
    Post-retirement and post-employment benefits expense in excess of cash payments 559 542
    Environmental expenditures  59 66
    Other  – 1
Total deferred income tax liabilities  (1,294) (1,111)
Less: current portion  19 18
  (1,313) (1,129)
 
During 2014 and 2013, there were no changes in the rate applicable to future taxes. 
 
 
8. ACCOUNTS RECEIVABLE 
 
December 31 (millions of Canadian dollars)  2014 2013
Accounts receivable – billed  496 268
Accounts receivable – unbilled  586 691
Accounts receivable, gross  1,082 959
Allowance for doubtful accounts  (66) (36)
Accounts receivable, net  1,016 923
 
The following table shows the movements in the allowance for doubtful accounts for the years ended December 31, 2014 and 
2013: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Allowance for doubtful accounts – January 1  (36) (23)
Write-offs  24 24
Additions to allowance for doubtful accounts  (54) (37)
Allowance for doubtful accounts – December 31  (66) (36)
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9. PROPERTY, PLANT AND EQUIPMENT 
 
 
December 31, 2014 (millions of Canadian dollars) 

Property, Plant 
and Equipment 

Accumulated 
Depreciation 

Construction 
in Progress

 
Total

Transmission 13,209 4,416 626 9,419
Distribution 9,076 3,225 320 6,171
Communication 1,100 615 56 541
Administration and Service 1,502 793 23 732
Easements 623 85 – 538
 25,510 9,134 1,025 17,401
 
 
December 31, 2013 (millions of Canadian dollars) 

Property, Plant 
and Equipment 

Accumulated 
Depreciation 

Construction 
in Progress

 
Total

Transmission 12,413 4,215 671 8,869
Distribution 8,498 3,046 316 5,768
Communication 1,060 560 53 553
Administration and Service 1,380 716 38 702
Easements 617 78 – 539
 23,968 8,615 1,078 16,431
 
Financing charges capitalized on property, plant and equipment under construction were $48 million in 2014 (2013 – 
$48 million). 
 
 
10. INTANGIBLE ASSETS 

 
 
December 31, 2014 (millions of Canadian dollars) 

Intangible 
Assets 

Accumulated 
Amortization 

Development 
in Progress

 
Total

Computer applications software 573 303 3 273
Other 5 2 – 3
 578 305 3 276
 
 
December 31, 2013 (millions of Canadian dollars) 

Intangible 
Assets 

Accumulated 
Amortization 

Development 
in Progress

 
Total

Computer applications software 557 249 3 311
Other 5 3 – 2
 562 252 3 313
 
Financing charges capitalized on intangible assets under development were $1 million in 2014 (2013 – $3 million). The 
estimated annual amortization expense for intangible assets is as follows: 2015 – $53 million; 2016 – $53 million; 2017 – 
$53 million; 2018 – $45 million; and 2019 – $31 million. 
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11. REGULATORY ASSETS AND LIABILITIES 
 
Regulatory assets and liabilities arise as a result of the rate-setting process. Hydro One has recorded the following regulatory 
assets and liabilities: 
 
December 31 (millions of Canadian dollars) 2014 2013
Regulatory assets: 
    Deferred income tax regulatory asset 1,327 1,145
    Pension benefit regulatory asset 1,236 845
    Post-retirement and post-employment benefits 273 308
    Environmental  239 266
   Pension cost variance  90 80
   DSC exemption 16 7
   OEB cost assessment differential 12 9
   Retail settlement variance accounts 11 –
   Long-term project development costs – 5
   Other 27 18

Total regulatory assets 3,231 2,683
Less: current portion 31 47

3,200 2,636
 
Regulatory liabilities: 
   Rider 11 83 55
   External revenue variance 54 81
   CDM deferral variance account 25 –
   Deferred income tax regulatory liability 21 19
   PST savings deferral  19 17
   Hydro One Brampton Networks rider 2 8
   Retail settlement variance accounts – 35
   Rider 9 – 19
   Other 11 14

Total regulatory liabilities 215 248
Less: current portion 47 85

168 163
 
Deferred Income Tax Regulatory Asset and Liability 
 
Deferred 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 that correspond to deferred 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 established for taxes to be recovered through future rates. As a result, the 
2014 provision for PILs would have been higher by approximately $132 million (2013 – $139 million).  
 
Pension Benefit Regulatory Asset 
 
The Company recognizes the net unfunded status of pension obligations on the Consolidated Balance Sheets with an offset to 
the associated regulatory asset. A regulatory asset is recognized because management considers it to be probable that pension 
benefit costs will be recovered in the future through the rate-setting process. The pension benefit obligation is remeasured to 
its fair value at each year end based on an annual actuarial report, with an offset to the associated regulatory asset, to the 
extent of the remeasurement adjustment. In the absence of rate-regulated accounting, 2014 OCI would have been lower by 
$391 million (2013 – higher by $670 million).  
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Post-Retirement and Post-Employment Benefits 
 
The Company recognizes the net unfunded status of post-retirement and post-employment obligations on the Consolidated 
Balance Sheets with an incremental offset to the associated regulatory assets. A regulatory asset is recognized because 
management considers it to be probable that post-retirement and post-employment benefit costs will be recovered in the 
future through the rate-setting process. The post-retirement and post-employment benefit obligation is remeasured to its fair 
value at each year end based on an annual actuarial report, with an offset to the associated regulatory asset, to the extent of 
the remeasurement adjustment. In the absence of rate-regulated accounting, 2014 OCI would have been higher by 
$35 million (2013 – $12 million).  
 
Environmental 
 
Hydro One records a liability for the estimated future expenditures required to remediate 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 2014, the environmental regulatory asset decreased by $33 million (2013 – $3 million) to reflect related 
changes in the Company’s PCB liability, and increased by $13 million (2013 – $26 million) due to changes in the LAR 
liability. The environmental regulatory asset is amortized to results of operations based on the pattern of actual expenditures 
incurred and charged to environmental liabilities. The OEB has the discretion to examine and assess the prudency and the 
timing of recovery of all of Hydro One’s actual environmental expenditures. In the absence of rate-regulated accounting, 
2014 operation, maintenance and administration expenses would have been lower by $20 million (2013 – higher by 
$23 million). In addition, 2014 amortization expense would have been lower by $18 million (2013 – $16 million), and 2014 
financing charges would have been higher by $11 million (2013 – $10 million). 
 
Pension Cost Variance 
 
A pension cost variance account was established for Hydro One Networks’ transmission and distribution businesses to track 
the difference between the actual pension expenses incurred and estimated pension costs approved by the OEB. The balance 
in this regulatory account reflects the excess of pension costs paid as compared to OEB-approved amounts. In the absence of 
rate-regulated accounting, 2014 revenue would have been lower by $10 million (2013 – $19 million). 
 
DSC Exemption 
 
In June 2010, Hydro One Networks filed an application with the OEB regarding the OEB’s new cost responsibility rules 
contained in the OEB’s October 2009 Notice of Amendment to the Distribution System Code (DSC), with respect to the 
connection of certain renewable generators that were already connected or that had received a connection impact assessment 
prior to October 21, 2009. The application sought approval to record and defer the unanticipated costs incurred by Hydro One 
Networks that resulted from the connection of certain renewable generation facilities. The OEB ruled that identified specific 
expenditures can be recorded in a deferral account subject to the OEB’s review until the next Hydro One Networks’ distribution 
cost-of-service application. This program effectively ended at the end of 2014 with no new principal to be recorded in 2015. 
 
OEB Cost Assessment Differential 
 
In April 2010, the OEB issued its Decision regarding Hydro One Networks’ distribution rate application for 2010 and 2011. 
As part of this decision, the OEB also approved the distribution-related OEB Cost Assessment Differential Account to record 
the difference between the amounts approved in rates and actual expenditures with respect to the OEB’s cost assessments. This 
continued for 2012-2014 until the next Hydro One Networks’ distribution cost-of-service application, which was submitted in 
2014. This program effectively ended at the end of 2014 with no new activity to be recorded in 2015. 
 
Retail Settlement Variance Accounts (RSVAs)  
 
Hydro One has deferred certain retail settlement variance amounts under the provisions of Article 490 of the OEB’s 
Accounting Procedures Handbook. In December 2012, the OEB approved the disposition of the total RSVA balance 
accumulated from January 2010 to December 2011, including accrued interest, to be disposed over a 24-month period from 
January 1, 2013 to December 31, 2014. At December 31, 2014, the RSVA was in a net asset position due to a change in 
global adjustment. 

F-55



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 

Long-Term Project Development Costs 
 
In May 2009, the OEB approved the creation of a deferral account to record Hydro One Networks’ costs of preliminary work 
to advance certain transmission projects identified in the Company’s 2009 and 2010 transmission rate applications. In March 
2010, the OEB issued a decision amending the scope of the account to include the 20 major transmission projects identified 
in the September 2009 request from the Ministry of Energy and Infrastructure. In December 2012, the OEB approved the 
recovery of the December 31, 2012 balance, including accrued interest, to be recovered over a one-year period from 
January 1, 2014 to December 31, 2014. 
 
Rider 11 
 
In April 2010, the OEB requested the establishment of deferral accounts which capture the difference between the revenue 
recorded on the basis of Green Energy Plan expenditures incurred and the actual recoveries received. Rider 11 includes 
amounts previously included as Rider 8. 
 
External Revenue Variance 
 
In May 2009, 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. In November 2012, the OEB 
again approved forecasted amounts related to these revenue categories and extended the scope to encompass all other external 
revenues. The external revenue variance account balance reflects the excess of actual external revenues compared to the 
OEB-approved forecasted amounts.  
 
CDM Deferral Variance Account 
 
As part of Hydro One Networks’ application for 2013 and 2014 transmission rates, Hydro One agreed to establish a new 
regulatory deferral variance account to track the impact of actual Conservation and Demand Management (CDM) and 
demand response results on the load forecast compared to the estimated load forecast included in the revenue requirement. 
The balance in the CDM deferral variance account relates to the actual 2013 CDM compared to the amounts included in 2013 
revenue requirement. The OEB rate order specifically states that the Ontario Power Authority (OPA) data used to calculate 
the difference between forecasted and actual savings will be provided one year in arrears, and as a result, no amount should 
be recorded in advance of notification from the OPA of actual results. This notification from the OPA typically occurs in 
September of each year. 
 
PST Savings Deferral Account 
 
The provincial sales tax (PST) and goods and services tax (GST) were harmonized in July 2010. Unlike the GST, the PST 
was included in operation, maintenance and administration expenses or capital expenditures for past revenue requirements 
approved during a full cost-of-service hearing. Under the harmonized sales tax (HST) regime, the HST included in operation, 
maintenance and administration expenses or capital expenditures is not a cost ultimately borne by the Company and as such, 
a refund of the prior PST element in the approved revenue requirement is applicable, and calculations for tracking and refund 
were requested by the OEB. For Hydro One Networks’ transmission revenue requirement, PST was included between July 1, 
2010 and December 31, 2010 and recorded in a deferral account, per direction from the OEB. For Hydro One Networks’ 
distribution revenue requirement, PST was included between July 1, 2010 and December 31, 2014 and recorded in a deferral 
account, per direction from the OEB. 
 
Hydro One Brampton Networks Rider 
 
In December 2013, the OEB issued a decision for Hydro One Brampton Networks’ 2014 distribution rates. Included in the 
OEB’s decision was the approval of certain deferral account balances, primarily RSVAs. The OEB ordered that the approved 
balances be aggregated into a single regulatory account and disposed of through a rate rider over a two-year period from 
January 1, 2014 to December 31, 2015. 
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Rider 9 
 
In December 2012, as part of Hydro One Networks’ 2013 IRM distribution rate application, the OEB approved for 
disposition certain distribution-related deferral account balances, including RSVA amounts and balances of Rider 2 and 
Rider 3, accumulated up to December 2011, including accrued interest, to be disposed over a 24-month period from 
January 1, 2013 to December 31, 2014. 
 
 
12. DEBT AND CREDIT AGREEMENTS 
 
Short-Term Notes 
 
Hydro One meets its short-term liquidity requirements in part through the issuance of commercial paper under its 
Commercial Paper Program which has a maximum authorized amount of $1,000 million. These short-term notes are 
denominated in Canadian dollars with varying maturities not exceeding 365 days. Hydro One had no commercial paper 
borrowings outstanding as at December 31, 2014 and 2013. 
 
Hydro One has a $1,500 million committed and unused revolving standby credit facility with a syndicate of banks, maturing 
in June 2019. If used, interest on the facility would apply based on Canadian benchmark rates. This credit facility is 
unsecured and supports the Company’s Commercial Paper Program. The Company may use the credit facility for general 
corporate purposes, including meeting short-term funding requirements. The obligation of each lender to make any credit 
extension to the Company under its credit facility is subject to various conditions including, among other things, that no event 
of default has occurred or would result from such credit extension.  
 
Long-Term Debt 
 
The Company issues notes for long-term financing under its Medium-Term Note (MTN) Program. The maximum authorized 
principal amount of notes issuable under this program is $3,000 million. At December 31, 2014, $1,187 million remained 
available for issuance until October 2015. 
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The following table presents the outstanding long-term debt at December 31, 2014 and 2013: 
 
December 31 (millions of Canadian dollars)  2014 2013
3.13% Series 19 notes due 20141  – 750
2.95% Series 21 notes due 20151  500 500
Floating-rate Series 22 notes due 20152  50 50
4.64% Series 10 notes due 2016  450 450
Floating-rate Series 27 notes due 20162  50 50
5.18% Series 13 notes due 2017  600 600
2.78% Series 28 notes due 2018  750 750
Floating-rate Series 31 notes due 20192  228 –
4.40% Series 20 notes due 2020  300 300
3.20% Series 25 notes due 2022  600 600
7.35% Debentures due 2030  400 400
6.93% Series 2 notes due 2032  500 500
6.35% Series 4 notes due 2034  385 385
5.36% Series 9 notes due 2036  600 600
4.89% Series 12 notes due 2037  400 400
6.03% Series 17 notes due 2039  300 300
5.49% Series 18 notes due 2040  500 500
4.39% Series 23 notes due 2041  300 300
6.59% Series 5 notes due 2043  315 315
4.59% Series 29 notes due 2043  435 435
4.17% Series 32 notes due 2044  350 –
5.00% Series 11 notes due 2046  325 325
4.00% Series 24 notes due 2051  225 225
3.79% Series 26 notes due 2062  310 310
4.29% Series 30 notes due 2064  50 –
  8,923 9,045
Add: Unrealized mark-to-market loss1  2 12
Less: Long-term debt payable within one year  (552) (756)
  
Long-term debt  8,373 8,301
1 The unrealized mark-to-market loss relates to $250 million of the Series 21 notes due 2015 (2013 – $500 million of the Series 19 notes due 2014, and 

$250 million of the Series 21 notes due 2015). The unrealized mark-to-market loss is offset by a $2 million (2013 – $12 million) unrealized mark-to-
market gain on the related fixed-to-floating interest-rate swap agreements, which are accounted for as fair value hedges. See Note 13 – Fair Value of 
Financial Instruments and Risk Management for details of fair value hedges. 

2 The interest rates of the floating-rate notes are referenced to the 3-month Canadian dollar bankers’ acceptance rate, plus a margin. 

 
In 2014, Hydro One issued $628 million (2013 – $1,185 million) of long-term debt under the MTN Program, and repaid the 
$750 million MTN Series 19 notes (2013 – repaid $600 million MTN Series 15 notes). In addition, the Company repaid long-
term debt totalling $26 million assumed on the Norfolk Power acquisition. 
 
The long-term debt is unsecured and denominated in Canadian dollars. The long-term debt is summarized by the number of 
years to maturity in Note 13 – Fair Value of Financial Instruments and Risk Management. 
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13. FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or 
transfer a liability at the measurement date. The fair value definition focuses on an exit price, which is the price that would be 
received in the sale of an asset or the amount that would be paid to transfer a liability.  
 
Hydro One classifies its fair value measurements based on the following hierarchy, as prescribed by the accounting guidance 
for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 
 
Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities that Hydro One has the ability 
to access. An active market for the asset or liability is one in which transactions for the asset or liability occur with sufficient 
frequency and volume to provide ongoing pricing information.  
 
Level 2 inputs are those other than quoted market prices that are observable, either directly or indirectly, for an asset or 
liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market, 
quoted prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted market 
prices that are observable for the asset or liability, such as interest-rate curves and yield curves observable at commonly 
quoted intervals, volatilities, credit risk and default rates. A Level 2 measurement cannot have more than an insignificant 
portion of the valuation based on unobservable inputs. 
 
Level 3 inputs are any fair value measurements that include unobservable inputs for the asset or liability for more than an 
insignificant portion of the valuation. A Level 3 measurement may be based primarily on Level 2 inputs.  
 
Non-Derivative Financial Assets and Liabilities 
 
At December 31, 2014 and 2013, the Company’s carrying amounts of accounts receivable, due from related parties, cash and 
cash equivalents, bank indebtedness, accounts payable, and due to related parties are representative of fair value because of 
the short-term nature of these instruments. 
 
Fair Value Measurements of Long-Term Debt 
 
The fair values and carrying values of the Company’s long-term debt at December 31, 2014 and 2013 are as follows: 
 

December 31 (millions of Canadian dollars) 
2014

Carrying Value
2014

Fair Value
2013 

Carrying Value 
2013

Fair Value
Long-term debt  
    $500 million of MTN Series 19 notes1 – – 506 506
    $250 million of MTN Series 21 notes1 252 252 256 256
    Other notes and debentures2 8,673 10,159 8,295 9,018
 8,925 10,411 9,057 9,780

1 The fair value of $500 million of the MTN Series 19 notes and of $250 million of the MTN Series 21 notes subject to hedging is primarily based on 
changes in the present value of future cash flows due to a change in the yield in the swap market for the related swap (hedged risk). 

2 The fair value of other notes and debentures, and the portions of the MTN Series 19 notes and the MTN Series 21 notes that are not subject to hedging, 
represents the market value of the notes and debentures and is based on unadjusted period-end market prices for the same or similar debt of the same 
remaining maturities. 

 
Fair Value Measurements of Derivative Instruments 
 
At December 31, 2014, the Company had interest-rate swaps totalling $250 million (2013 – $750 million) that were used to 
convert fixed-rate debt to floating-rate debt. These swaps are classified as fair value hedges. The Company’s fair value hedge 
exposure was equal to about 3% (2013 – 8%) of its total long-term debt of $8,925 million (2013 – $9,057 million). At 
December 31, 2014, the Company had the following interest-rate swaps designated as fair value hedges: 
 

(a) two $125 million fixed-to-floating interest-rate swap agreements to convert $250 million of the $500 million MTN 
Series 21 notes maturing September 11, 2015 into three-month variable-rate debt. 
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At December 31, 2014, the Company also had interest-rate swaps with a total notional value of $409 million (2013 – 
$900 million) classified as undesignated contracts. The undesignated contracts consist of the following interest-rate swaps: 
 

(b) a $150 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on a 
portion of the above fixed-to-floating interest-rate swaps from December 11, 2014 to September 11, 2015;  

(c) a $50 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on the 
$50 million floating-rate MTN Series 22 notes from January 24, 2014 to January 24, 2015;  

 
(d) a $137 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on the 

$228 million floating-rate MTN Series 31 notes from December 22, 2014 to December 21, 2015;  
 
(e) a $30 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on the 

$50 million floating-rate MTN Series 27 notes from March 3, 2015 to December 3, 2015;  
 
(f) a $30 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on the 

$50 million floating-rate MTN Series 22 notes from January 26, 2015 to July 24, 2015; and 
 
(g) three interest-rate swaps with a total notional value of $12 million that were assumed as part of the Norfolk Power 

acquisition. These swaps consist of $8 million and $2 million floating-to-fixed interest-rate swap agreements maturing 
on September 20, 2029, and a $2 million floating-to-fixed interest-rate swap agreement maturing on September 20, 
2019. 

  
Fair Value Hierarchy 
 
The fair value hierarchy of financial assets and liabilities at December 31, 2014 and 2013 is as follows: 
 
 
December 31, 2014 (millions of Canadian dollars) 

Carrying 
Value 

Fair 
 Value 

 
Level 1 

 
Level 2 

 
Level 3

Assets:  
    Cash and cash equivalents 100 100 100 – – 
    Derivative instruments      
        Fair value hedges – interest-rate swaps 2 2 – 2 – 
 102 102 100 2 –
  

Liabilities:      
    Bank indebtedness 2 2 2 – – 
    Derivative instruments      
        Undesignated contracts – interest-rate swaps 3 3 – 3 – 
    Long-term debt 8,925 10,411 – 10,411 – 
     8,930 10,416 2 10,414 –

 
 
December 31, 2013 (millions of Canadian dollars) 

Carrying 
Value 

Fair 
 Value 

 
Level 1 

 
Level 2 

 
Level 3

Assets:  
    Cash and cash equivalents 565 565 565 – – 
    Investment 251 251 – 251 – 
    Derivative instruments      
        Fair value hedges – interest-rate swaps 12 12 – 12 – 
 828 828 565 263 –
  

Liabilities:      
    Bank indebtedness 31 31 31 – – 
    Long-term debt 9,057 9,780 – 9,780 – 
     9,088 9,811 31 9,780 –
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Cash and cash equivalents include cash and short-term investments. At December 31, 2014, short-term investments consisted 
of bankers’ acceptances and money market funds totalling $nil (2013 – $515 million). The carrying values are representative 
of fair value because of the short-term nature of these instruments. 
 
The investment at December 31, 2013 represented the Province of Ontario Floating-Rate Notes that matured in November 
2014. The fair value of the investment was determined using inputs other than quoted prices that are observable for the asset, 
with unrecognized gains or losses recognized in financing charges. The Company obtained quotes from an independent third 
party for the fair value of the investment, who uses the market price of similar securities adjusted for changes in observable 
inputs such as maturity dates and interest rates. 
 
The fair value of the derivative instruments is determined using inputs other than quoted prices that are observable for these 
assets. The fair value is primarily based on the present value of future cash flows using a swap yield curve to determine the 
assumptions for interest rates. 
 
The fair value of the hedged portion of the long-term debt is primarily based on the present value of future cash flows using a 
swap yield curve to determine the assumption for interest rates. The fair value of the unhedged portion of the long-term debt 
is based on unadjusted period-end market prices for the same or similar debt of the same remaining maturities. 
 
There were no significant transfers between any of the fair value levels during the years ended December 31, 2014 and 2013.  
  
Risk Management 
 
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 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 would be hedged back to Canadian dollars consistent with its risk management policy. 
Hydro One is exposed to fluctuations in interest rates as the regulated rate of return for the Company’s Transmission and 
Distribution Businesses is derived using a formulaic approach that 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 forecasted 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 the 
Transmission Business’ 2014 annual results of operations by approximately $20 million (2013 – $19 million) and Hydro One 
Networks’ distribution business’ 2014 annual results of operations by approximately $10 million (2013 – $10 million). 
 
The Company uses a combination of fixed and variable-rate debt to manage the mix of its debt portfolio. The Company also 
uses derivative financial instruments to manage interest-rate risk. The Company utilizes interest-rate swaps, which are 
typically designated as fair value hedges, as a means to manage its interest rate exposure to achieve a lower cost of debt. In 
addition, the Company may utilize interest-rate derivative instruments to lock in interest-rate levels in anticipation of future 
financing. Hydro One may also 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. 
Such arrangements are typically designated as cash flow hedges. No cash flow hedge agreements were in existence as at 
December 31, 2014 or 2013. 
 
A hypothetical 10% increase in the interest rates associated with variable-rate debt would not have resulted in a significant 
decrease in Hydro One’s results of operations for the years ended December 31, 2014 or 2013. 
 
Fair Value Hedges 
 
For derivative instruments that are designated and qualify as fair value hedges, the gain or loss on the derivative as well as 
the offsetting loss or gain on the hedged item attributable to the hedged risk are recognized in the Consolidated Statements of 
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Operations and Comprehensive Income. The net unrealized loss (gain) on the hedged debt and the related interest-rate swaps 
for the years ended December 31, 2014 and 2013 are included in financing charges as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Unrealized loss (gain) on hedged debt  (3) (8)
Unrealized loss (gain) on fair value interest-rate swaps  3 8
Net unrealized loss (gain)  – –
 
At December 31, 2014, Hydro One had $250 million (2013 – $750 million) of notional amounts of fair value hedges 
outstanding related to interest-rate swaps, with assets at fair value of $2 million (2013 – $12 million). During the years ended 
December 31, 2014 and 2013, there was no significant impact on the results of operations as a result of any ineffectiveness 
attributable to fair value hedges. 
 
Credit Risk 
 
Financial assets create a risk that a counterparty will fail to discharge an obligation, causing a financial loss. At December 31, 
2014 and 2013, 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 single customer. At December 31, 2014 and 2013, there was no significant accounts receivable balance due 
from any single customer.  
 
At December 31, 2014, the Company’s provision for bad debts was $66 million (2013 – $36 million). Adjustments and write-
offs were determined on the basis of a review of overdue accounts, taking into consideration historical experience. At 
December 31, 2014, approximately 6% of the Company’s net accounts receivable were aged more than 60 days (2013 – 4%).  
 
Hydro One manages its counterparty credit risk through various techniques including: entering into transactions with highly-
rated counterparties; limiting total exposure levels with individual counterparties 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 counterparties. In addition to payment netting language in master agreements, the 
Company establishes credit limits, margining thresholds and collateral requirements for each counterparty. Counterparty 
credit limits are based on an internal credit review that considers a variety of factors, including the results of a scoring model, 
leverage, liquidity, profitability, credit ratings and risk management capabilities. The determination of credit exposure for a 
particular counterparty is the sum of current exposure plus the potential future exposure with that counterparty. The current 
exposure is calculated as the sum of the principal value of money market exposures and the market value of all contracts that 
have a positive mark-to-market position on the measurement date. The Company would offset the positive market values 
against negative values with the same counterparty only where permitted by the existence of a legal netting agreement such 
as an International Swap Dealers Association master agreement. The potential future exposure represents a safety margin to 
protect against future fluctuations of interest rates, currencies, equities, and commodities. It is calculated based on factors 
developed by the Bank of International Settlements, following extensive historical analysis of random fluctuations of interest 
rates and currencies. To the extent that a counterparty’s margining thresholds are exceeded, the counterparty is required to 
post collateral with the Company as specified in each agreement. The Company monitors current and forward credit exposure 
to counterparties both on an individual and an aggregate basis. The Company’s credit risk for accounts receivable is limited 
to the carrying amounts on the Consolidated Balance Sheets.  
 
Derivative financial instruments result in exposure to credit risk since there is a risk of counterparty default. The credit 
exposure of derivative contracts, before collateral, is represented by the fair value of contracts at the reporting date. At 
December 31, 2014, the counterparty credit risk exposure on the fair value of these interest-rate swap contracts was 
$3 million (2013 – $14 million). At December 31, 2014, Hydro One’s credit exposure for all derivative instruments, and 
applicable payables and receivables, had a credit rating of investment grade, with five financial institutions as the 
counterparties. The credit exposure of three of the five counterparties accounted for more than 10% of the total credit 
exposure of derivative contracts. 
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Liquidity Risk 
 
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due. Hydro One meets its short-
term liquidity requirements using cash and cash equivalents on hand, funds from operations, the issuance of commercial 
paper, and the revolving standby credit facility of $1,500 million. The short-term liquidity under the Commercial Paper 
Program, and anticipated levels of funds from operations should be sufficient to fund normal operating requirements. 
 
At December 31, 2014, accounts payable and accrued liabilities in the amount of $784 million (2013 – $789 million) were 
expected to be settled in cash at their carrying amounts within the next 12 months. 
 
At December 31, 2014, Hydro One had issued long-term debt in the principal amount of $8,923 million (2013 – 
$9,045 million). Principal repayments, interest payments and related weighted average interest rates are summarized by the 
number of years to maturity in the following table: 
 

 
Long-term Debt

Principal Repayments Interest Payments 
Weighted Average

Interest Rate 

Years to Maturity (millions of Canadian dollars) (millions of Canadian dollars) (%) 
1 year 550 419 2.8
2 years 500 393 4.3
3 years 600 381 5.2
4 years 750 350 2.8
5 years 228 327 1.6
 2,628 1,870 3.5
6 – 10 years 900 1,522 3.6
Over 10 years 5,395 4,373 5.4
 8,923 7,765 4.7
 
 
14. 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, preferred shares, long-term debt, and cash and 
cash equivalents. At December 31, 2014 and 2013, the Company’s capital structure was as follows: 
 
December 31 (millions of Canadian dollars)  2014 2013
Long-term debt payable within one year  552 756
Less: cash and cash equivalents  100 565
  452 191
  
Long-term debt  8,373 8,301
  
Preferred shares  323 323
  
Common shares  3,314 3,314
Retained earnings  4,249 3,787
  7,563 7,101
 
Total capital 16,711 15,916
 
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 
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ability to sell assets and impose a negative pledge provision, subject to customary exceptions. At December 31, 2014 and 
2013, Hydro One was in compliance with all of these covenants and limitations. 
 
 
15. PENSION AND POST-RETIREMENT AND POST-EMPLOYMENT BENEFITS 
 
Hydro One has a defined benefit pension plan, a supplementary pension plan, and post-retirement and post-employment 
benefit plans. The defined benefit pension plan (Pension Plan) is contributory and covers all regular employees of Hydro One 
and its subsidiaries, except employees of Hydro One Brampton Networks and Norfolk Power. Employees of Hydro One 
Brampton Networks and Norfolk Power participate in the OMERS plan. The supplementary pension plan provides members 
of the Pension Plan with benefits that would have been earned and payable under the Pension Plan but for the limitations 
imposed by the Income Tax Act (Canada). The supplementary pension plan obligation is included with other post-retirement 
and post-employment benefit obligations on the Consolidated Balance Sheets. 
 
The OMERS Plan 
 
Hydro One contributions to the OMERS plan for the year ended December 31, 2014 were $2 million (2013 – $2 million). 
Company contributions payable at December 31, 2014 and included in accrued liabilities on the Consolidated Balance Sheets 
were less than $1 million (2013 – less than $1 million). Hydro One contributions do not represent more than 5% of total 
contributions to the OMERS plan, as indicated in OMERS’ most recently available annual report for the year ended 
December 31, 2013. 
 
At December 31, 2013, the OMERS plan was 88.2% funded, with an unfunded liability of $8,641 million. This unfunded 
liability could result in future payments by participating employers and members. Hydro One future contributions could be 
increased substantially if other entities withdraw from the plan.  
 
Pension Plan, Post-Retirement and Post-Employment Plans 
 
The 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-
represented staff hired after November 17, 2005, benefits are based on highest five-year average pensionable earnings. After 
retirement, pensions are indexed to inflation.  
 
Company and employee contributions to the Pension Plan are based on actuarial valuations performed at least every three 
years. Annual Pension Plan contributions for 2014 of $174 million (2013 – $160 million) were based on an actuarial 
valuation effective December 31, 2013 (2013 – effective December 31, 2011) and the expected level of pensionable earnings. 
Estimated annual Pension Plan contributions for 2015 and 2016 are approximately $174 million and $175 million, 
respectively, based on the actuarial valuation as at December 31, 2013 and projected levels of pensionable earnings. Future 
minimum contributions beyond 2016 will be based on an actuarial valuation effective no later than December 31, 2016. 
Contributions are payable one month in arrears. All of the contributions are expected to be in the form of cash. 
 
Hydro One recognizes the overfunded or underfunded status of the Pension Plan, and post-retirement and post-employment 
benefit plans (Plans) as an asset or liability on its Consolidated Balance Sheets, with offsetting regulatory assets and 
liabilities as appropriate. The underfunded benefit obligations for the Plans, in the absence of regulatory accounting, would 
be recognized in AOCI. The impact of changes in assumptions used to measure pension, post-retirement and post-
employment benefit obligations is generally recognized over the expected average remaining service period of the 
employees. The measurement date for the Plans is December 31.  
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Pension Benefits 

Post-Retirement and 
Post-Employment Benefits 

Year ended December 31 (millions of Canadian dollars) 2014 2013 2014 2013
Change in projected benefit obligation  
Projected benefit obligation, beginning of year 6,576 6,507 1,531 1,459
Current service cost 145 170 41 40
Interest cost 312 278 73 63
Reciprocal transfers – 1 – –
Benefits paid (319) (317) (45) (44)
Net actuarial loss (gain) 821 (63) (18) 13
Projected benefit obligation, end of year 7,535 6,576 1,582 1,531
 
Change in plan assets  
Fair value of plan assets, beginning of year 5,731 4,992 – –
Actual return on plan assets 703 887 – –
Reciprocal transfers – 1 – –
Benefits paid (319) (317) – –
Employer contributions 174 160 – –
Employee contributions 35 30 – –
Administrative expenses (25) (22) – –
Fair value of plan assets, end of year 6,299 5,731 – –
  
Unfunded status 1,236 845 1,582 1,531
 
Hydro One presents its benefit obligations and plan assets net on its Consolidated Balance Sheets within the following line 
items: 
 
  

Pension Benefits 
Post-Retirement and 

Post-Employment Benefits 
December 31 (millions of Canadian dollars) 2014 2013 2014 2013
Accrued liabilities – – 49 43
Pension benefit liability 1,236 845 – –
Post-retirement and post-employment benefit liability – – 1,533 1,488
Unfunded status 1,236 845 1,582 1,531
 
The funded or unfunded status of the pension, post-retirement and post-employment benefit plans refers to the difference 
between the fair value of plan assets and the projected benefit obligations for the Plans. The funded/unfunded status changes 
over time due to several factors, including contribution levels, assumed discount rates and actual returns on plan assets. 
 
The following table provides the projected benefit obligation (PBO), accumulated benefit obligation (ABO) and fair value of 
plan assets for the Pension Plan: 
 
December 31 (millions of Canadian dollars)  2014 2013
PBO  7,535 6,576
ABO  6,887 5,998
Fair value of plan assets  6,299 5,731
 
On an ABO basis, the Pension Plan was funded at 91% at December 31, 2014 (2013 – 96%). On a PBO basis, the Pension 
Plan was funded at 84% at December 31, 2014 (2013 – 87%). The ABO differs from the PBO in that the ABO includes no 
assumption about future compensation levels. 
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Components of Net Periodic Benefit Costs 
 
The following table provides the components of the net periodic benefit costs for the years ended December 31, 2014 and 
2013 for the Pension Plan: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Current service cost, net of employee contributions  110 141
Interest cost  312 278
Expected return on plan assets, net of expenses  (369) (309)
Actuarial loss amortization  103 175
Prior service cost amortization  2 2
Net periodic benefit costs  158 287
  
Charged to results of operations1  81 72
1 The Company follows the cash basis of accounting consistent with the inclusion of pension costs in OEB-approved rates. During the year ended 

December 31, 2014, pension costs of $174 million (2013 – $160 million) were attributed to labour, of which $81 million (2013 – $72 million) was charged 
to operations, and $93 million (2013 – $88 million) was capitalized as part of the cost of property, plant and equipment and intangible assets. 

 
The following table provides the components of the net periodic benefit costs for the years ended December 31, 2014 and 
2013 for the post-retirement and post-employment benefit plans: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Current service cost, net of employee contributions  41 40
Interest cost  73 63
Actuarial loss amortization  18 27
Prior service cost amortization  2 3
Net periodic benefit costs  134 133
  
Charged to results of operations  62 58
 
Assumptions 

 
The measurement of the obligations of the Plans and the costs of providing benefits under the Plans involves various factors, 
including the development of valuation assumptions and accounting policy elections. When developing the required 
assumptions, the Company considers historical information as well as future expectations. The measurement of benefit 
obligations and costs is impacted by several assumptions including the discount rate applied to benefit obligations, the long-
term expected rate of return on plan assets, Hydro One’s expected level of contributions to the Plans, the incidence of 
mortality, the expected remaining service period of plan participants, the level of compensation and rate of compensation 
increases, employee age, length of service, and the anticipated rate of increase of health care costs, among other factors. The 
impact of changes in assumptions used to measure the obligations of the Plans is generally recognized over the expected 
average remaining service period of the plan participants. In selecting the expected rate of return on plan assets, Hydro One 
considers historical economic indicators that impact asset returns, as well as expectations regarding future long-term capital 
market performance, weighted by target asset class allocations. In general, equity securities, real estate and private equity 
investments are forecasted to have higher returns than fixed-income securities. 
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The following weighted average assumptions were used to determine the benefit obligations at December 31, 2014 and 2013: 
 
  

Pension Benefits 
Post-Retirement and 

Post-Employment Benefits 
Year ended December 31 2014 2013 2014 2013
Significant assumptions:  
    Weighted average discount rate 4.00% 4.75% 4.00% 4.75%
    Rate of compensation scale escalation (without merit) 2.50% 2.50% 2.50% 2.50%
    Rate of cost of living increase 2.00% 2.00% 2.00% 2.00%
    Rate of increase in health care cost trends1 – – 4.36% 4.39%
1 6.52% per annum in 2015, grading down to 4.36% per annum in and after 2031 (2013 – 6.81% in 2014, grading down to 4.39% per annum in and 

after 2031) 
 
The following weighted average assumptions were used to determine the net periodic benefit costs for the years ended 
December 31, 2014 and 2013. Assumptions used to determine current year-end benefit obligations are the assumptions used 
to estimate the subsequent year’s net periodic benefit costs. 
 
Year ended December 31  2014 2013
Pension Benefits:  
    Weighted average expected rate of return on plan assets  6.50% 6.25%
    Weighted average discount rate  4.75% 4.25%
    Rate of compensation scale escalation (without merit)  2.50% 2.50%
    Rate of cost of living increase  2.00% 2.00%
    Average remaining service life of employees (years)  11 11
  
Post-Retirement and Post-Employment Benefits:  
    Weighted average discount rate  4.75% 4.25%
    Rate of compensation scale escalation (without merit)  2.50% 2.50%
    Rate of cost of living increase  2.00% 2.00%
    Average remaining service life of employees (years)  12 12
    Rate of increase in health care cost trends1  4.39% 4.39%
1 6.81% per annum in 2014, grading down to 4.39% per annum in and after 2031 (2013 – 6.91% in 2013, grading down to 4.39% per annum in and after 

2031) 
 
The discount rate used to determine the current year pension obligation and the subsequent year’s net periodic benefit costs is 
based on a yield curve approach. Under the yield curve approach, expected future benefit payments for each plan are 
discounted by a rate on a third party bond yield curve corresponding to each duration. The yield curve is based on “AA” 
long-term corporate bonds. A single discount rate is calculated that would yield the same present value as the sum of the 
discounted cash flows. 
 
The effect of a 1% change in health care cost trends on the projected benefit obligation for the post-retirement and post-
employment benefits at December 31, 2014 and 2013 is as follows: 
 
December 31 (millions of Canadian dollars)  2014 2013
Projected benefit obligation:  
    Effect of a 1% increase in health care cost trends  248 258
    Effect of a 1% decrease in health care cost trends  (193) (200)
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The effect of a 1% change in health care cost trends on the service cost and interest cost for the post-retirement and post-
employment benefits for the years ended December 31, 2014 and 2013 is as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Service cost and interest cost:  
    Effect of a 1% increase in health care cost trends  23 21
    Effect of a 1% decrease in health care cost trends  (17) (16)
 
The following approximate life expectancies were used in the mortality assumptions to determine the projected benefit 
obligations for the pension and post-retirement and post-employment plans at December 31, 2014 and 2013: 
 

December 31, 2014 December 31, 2013 
Life expectancy at 65 for a member currently at Life expectancy at 65 for a member currently at 

Age 65 Age 45 Age 65 Age 45 
Male Female Male Female Male Female Male Female 
23 25 24 26 23 25 24 26 

 
Estimated Future Benefit Payments 
 
At December 31, 2014, estimated future benefit payments to the participants of the Plans were: 
 
 
(millions of Canadian dollars) 

 
Pension Benefits 

Post-Retirement and 
Post-Employment Benefits 

2015 305 50
2016 316 52
2017 328 54
2018 339 56
2019 350 59
2020 through to 2024 1,889 332
Total estimated future benefit payments through to 2024 3,527 603
 
Components of Regulatory Assets 
 
A portion of actuarial gains and losses and prior service costs is recorded within regulatory assets on Hydro One’s 
Consolidated Balance Sheets to reflect the expected regulatory inclusion of these amounts in future rates, which would 
otherwise be recorded in OCI. The following table provides the actuarial gains and losses and prior service costs recorded 
within regulatory assets: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Pension Benefits:  
    Actuarial loss (gain) for the year  511 (619)
    Actuarial loss amortization  (103) (175)
    Prior service cost amortization  (2) (2)
      406 (796)
  
Post-Retirement and Post-Employment Benefits:  
    Actuarial loss (gain) for the year  (18) 13
    Actuarial loss amortization  (18) (27)
    Prior service cost amortization  (2) (3)
      (38) (17)
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The following table provides the components of regulatory assets that have not been recognized as components of net 
periodic benefit costs for the years ended December 31, 2014 and 2013: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Pension Benefits:  
    Prior service cost  2 3
    Actuarial loss  1,234 842
      1,236 845
  
Post-Retirement and Post-Employment Benefits:  
    Prior service cost  – 2
    Actuarial loss  273 306
      273 308
 
The following table provides the components of regulatory assets at December 31 that are expected to be amortized as 
components of net periodic benefit costs in the following year: 
 
  

Pension Benefits 
Post-Retirement and 

Post-Employment Benefits 
December 31 (millions of Canadian dollars) 2014 2013 2014 2013
    Prior service cost 2 2 – 2
    Actuarial loss 119 103 10 15
 121 105 10 17
 
Pension Plan Assets 
 
Investment Strategy 
 
On a regular basis, Hydro One evaluates its investment strategy to ensure that Pension Plan assets will be sufficient to pay 
Pension Plan benefits when due. As part of this ongoing evaluation, Hydro One may make changes to its targeted asset 
allocation and investment strategy. The Pension Plan is managed at a net asset level. The main objective of the Pension Plan 
is to sustain a certain level of net assets in order to meet the pension obligations of the Company. The Pension Plan fulfills its 
primary objective by adhering to specific investment policies outlined in its Summary of Investment Policies and Procedures 
(SIPP), which is reviewed and approved by the Audit, Finance and Pension Investment Committee of Hydro One’s Board of 
Directors. The Company manages net assets by engaging knowledgeable external investment managers who are charged with 
the responsibility of investing existing funds and new funds (current year’s employee and employer contributions) in 
accordance with the approved SIPP. The performance of the managers is monitored through a governance structure. Increases 
in net assets are a direct result of investment income generated by investments held by the Pension Plan and contributions to 
the Pension Plan by eligible employees and by the Company. The main use of net assets is for benefit payments to eligible 
Pension Plan members.  
 
Pension Plan Asset Mix 
 
At December 31, 2014, the Pension Plan target asset allocations and weighted average asset allocations were as follows: 
 
 Target Allocation (%) Pension Plan Assets (%)
Equity securities 60.0 60.9
Debt securities 35.0 35.9
Other1 5.0 3.2
 100.0 100.0
1 Other investments include real estate and infrastructure investments. 
 
At December 31, 2014, the Pension Plan held no Hydro One corporate bonds (2013 – $15 million) and $340 million of debt 
securities of the Province (2013 – $217 million). 
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Concentrations of Credit Risk 
 
Hydro One evaluated its Pension Plan’s asset portfolio for the existence of significant concentrations of credit risk as at 
December 31, 2014 and 2013. Concentrations that were evaluated include, but are not limited to, investment concentrations 
in a single entity, concentrations in a type of industry, and concentrations in individual funds. At December 31, 2014 and 
2013, there were no significant concentrations (defined as greater than 10% of plan assets) of risk in the Pension Plan’s 
assets. 
 
The Pension Plan manages its counterparty credit risk with respect to bonds by investing in investment-grade and 
government bonds and with respect to derivative instruments by transacting only with financial institutions rated at least 
“A+” by Standard and Poor’s Rating Services Inc., DBRS Limited, and Fitch Ratings Inc., and “A1” by Moody’s Investors 
Service Inc., and also by utilizing exposure limits to each counterparty and ensuring that exposure is diversified across 
counterparties. The risk of default on transactions in listed securities is considered minimal, as the trade will fail if either 
party to the transaction does not meet its obligation. 
 
Fair Value Measurements 
 
The following tables present the Pension Plan assets measured and recorded at fair value on a recurring basis and their level 
within the fair value hierarchy at December 31, 2014 and 2013: 
 
December 31, 2014 (millions of Canadian dollars) Level 1 Level 2 Level 3 Total
Pooled funds – 18 142 160
Cash and cash equivalents 166 – – 166
Short-term securities – 176 – 176
Real estate – – 2 2
Corporate shares – Canadian 1,008 – – 1,008
Corporate shares – Foreign 2,766 – – 2,766
Bonds and debentures – Canadian  – 1,799 – 1,799
Bonds and debentures – Foreign – 211 – 211
Total fair value of plan assets1 3,940 2,204 144 6,288
1 At December 31, 2014, the total fair value of Pension Plan assets excludes $18 million of interest and dividends receivable, and $7 million relating to 

accruals for pension administration expense. 
 
December 31, 2013 (millions of Canadian dollars) Level 1 Level 2 Level 3 Total
Pooled funds 1 16 117 134
Cash and cash equivalents 150 – – 150
Short-term securities – 180 – 180
Real estate – – 2 2
Corporate shares – Canadian 943 – – 943
Corporate shares – Foreign 2,708 – – 2,708
Bonds and debentures – Canadian  – 1,416 – 1,416
Bonds and debentures – Foreign  – 186 – 186
Total fair value of plan assets1 3,802 1,798 119 5,719
1 At December 31, 2013, the total fair value of Pension Plan assets excludes $19 million of interest and dividends receivable, and $7 million relating to 

accruals for pension administration expense. 
 
See Note 13 – Fair Value of Financial Instruments and Risk Management for a description of levels within the fair value 
hierarchy. 
 
Changes in the Fair Value of Financial Instruments Classified in Level 3 
 
The following table summarizes the changes in fair value of financial instruments classified in Level 3 for the years ended 
December 31, 2014 and 2013. The Pension Plan classifies financial instruments as Level 3 when the fair value is measured 
based on at least one significant input that is not observable in the markets or due to lack of liquidity in certain markets. The 
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gains and losses presented in the table below may include changes in fair value based on both observable and unobservable 
inputs. 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Fair value, beginning of year  119 106
Realized and unrealized gains  30 23
Purchases  23 –
Sales and disbursements  (28) (10)
Fair value, end of year  144 119
 
There were no significant transfers between any of the fair value levels during the years ended December 31, 2014 and 2013. 
 
The Company performs sensitivity analysis for fair value measurements classified in Level 3, substituting the unobservable 
inputs with one or more reasonably possible alternative assumptions. These sensitivity analyses resulted in negligible changes 
in the fair value of financial instruments classified in this level. 
 
Valuation Techniques Used to Determine Fair Value 
 
Pooled Funds 
 
The pooled fund category mainly consists of private equity and infrastructure investments. Private equity investments 
represent private equity funds that invest in operating companies that are not publicly traded on a stock exchange. Investment 
strategies in private equity include limited partnerships in businesses that are characterized by high internal growth and 
operational efficiencies, venture capital, leveraged buyouts and special situations such as distressed investments. 
Infrastructure investments represent infrastructure funds that invest in real assets which are not publicly traded on a stock 
exchange. Investment strategies in infrastructure include limited partnerships in core infrastructure assets focusing on assets 
that generate stable, long-term cash flows and deliver incremental returns relative to conventional fixed-income investments. 
Private equity and infrastructure valuations are reported by the fund manager and are based on the valuation of the underlying 
investments which includes inputs such as cost, operating results, discounted future cash flows and market-based comparable 
data. Since these valuation inputs are not highly observable, private equity and infrastructure investments have been 
categorized as Level 3 within pooled funds. 
 
Cash Equivalents 
 
Demand cash deposits held with banks and cash held by the investment managers are considered cash equivalents and are 
included in the fair value measurements hierarchy as Level 1. 
 
Short-Term Securities 
 
Short-term securities are valued at cost plus accrued interest, which approximates fair value due to their short-term nature. 
Short-term securities have been categorized as Level 2. 
 
Real Estate 
 
Real estate investments represent private equity investments in holding companies that invest in real estate properties. The 
investments in the holding companies are valued using net asset values reported by the fund manager. Real estate investments 
are categorized as Level 3.  
 
Corporate Shares 
 
Corporate shares are valued based on quoted prices in active markets and are categorized as Level 1. Investments 
denominated in foreign currencies are translated into Canadian currency at year-end rates of exchange. 
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Bonds and Debentures 
 
Bonds and debentures are presented at published closing trade quotations, and are categorized as Level 2. 
 
 
16. ENVIRONMENTAL LIABILITIES 

 
The following tables show the movements in environmental liabilities for the years ended December 31, 2014 and 2013: 
 
Year ended December 31, 2014 (millions of Canadian dollars) PCB LAR Total
Environmental liabilities, January 1 201 65 266
Interest accretion 9 2 11
Expenditures (5) (13) (18)
Revaluation adjustment (33) 13 (20)
Environmental liabilities, December 31 172 67 239
Less: current portion 8 10 18
 164 57 221
 
Year ended December 31, 2013 (millions of Canadian dollars) PCB LAR Total
Environmental liabilities, January 1 197 52 249
Interest accretion 9 1 10
Expenditures (2) (14) (16)
Revaluation adjustment (3) 26 23
Environmental liabilities, December 31 201 65 266
Less: current portion 15 12 27
 186 53 239
 
The following tables show the reconciliation between the undiscounted basis of the environmental liabilities and the amount 
recognized on the Consolidated Balance Sheets after factoring in the discount rate: 
 
December 31, 2014 (millions of Canadian dollars) PCB LAR Total
Undiscounted environmental liabilities 195 70 265
Less: discounting accumulated liabilities to present value 23 3 26
Discounted environmental liabilities 172 67 239
 
December 31, 2013 (millions of Canadian dollars) PCB LAR Total
Undiscounted environmental liabilities 237 68 305
Less: discounting accumulated liabilities to present value 36 3 39
Discounted environmental liabilities 201 65 266
 
At December 31, 2014, the estimated future environmental expenditures were as follows: 
 
(millions of Canadian dollars)  
2015  18
2016  37
2017  36
2018  35
2019  33
Thereafter  106
  265
 
At December 31, 2014, of the total estimated future environmental expenditures, $195 million relates to PCBs (2013 – 
$237 million) and $70 million relates to LAR (2013 – $68 million). 
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Hydro One records a liability for the estimated future expenditures for the contaminated LAR and for the phase-out and 
destruction of PCB-contaminated mineral oil removed from electrical equipment when it is determined that future 
environmental remediation expenditures are probable under existing statute or regulation and the amount of the future 
expenditures can be reasonably estimated.  
 
There are uncertainties in estimating future environmental costs due to potential external events such as changes in legislation 
or regulations, and advances in remediation technologies. 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 rate 
assumption of approximately 2% has been used to express these current cost estimates as estimated future expenditures. 
Future expenditures have been discounted using factors ranging from approximately 2.3% to 6.3%, depending on the 
appropriate rate for the period when expenditures are expected to be incurred. All factors used in estimating the Company’s 
environmental liabilities represent management’s best estimates of the present value of 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, with respect to the PCB environmental liability, 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. 
 
PCBs 
 
The Environment Canada regulations, enacted under the Canadian Environmental Protection Act, 1999, govern the 
management, storage and disposal of PCBs based on certain criteria, including type of equipment, in-use status, and PCB-
contamination thresholds. Under current regulations, Hydro One’s PCBs have to be disposed of by the end of 2025, with the 
exception of specifically exempted equipment. Contaminated equipment will generally be replaced, or will be 
decontaminated by removing PCB-contaminated insulating oil and retro filling with replacement oil that contains PCBs in 
concentrations of less than 2 ppm. 
 
The Company’s best estimate of the total estimated future expenditures to comply with current PCB regulations is 
$195 million. These expenditures are expected to be incurred over the period from 2015 to 2025. As a result of its annual 
review of environmental liabilities, the Company recorded a revaluation adjustment in 2014 to reduce the PCB environmental 
liability by $33 million (2013 – $3 million). 
 
LAR 
 
The Company’s best estimate of the total estimated future expenditures to complete its LAR program is $70 million. These 
expenditures are expected to be incurred over the period from 2015 to 2023. As a result of its annual review of environmental 
liabilities, the Company recorded a revaluation adjustment in 2014 to increase the LAR environmental liability by 
$13 million (2013 – $26 million). 
 
 
17. ASSET RETIREMENT OBLIGATIONS 
 
Hydro One records a liability for the estimated future expenditures for the removal and disposal of asbestos-containing 
materials installed in some of its facilities and for the decommissioning of specific switching stations located on unowned 
sites. AROs, which represent legal obligations associated with the retirement of certain tangible long-lived assets, are 
computed as the present value of the projected expenditures for the future retirement of specific assets and are recognized in 
the period in which the liability is incurred, if a reasonable estimate of fair value can be made. If the asset remains in service 
at the recognition date, the present value of the liability is added to the carrying amount of the associated asset in the period 
the liability is incurred and this additional carrying amount is depreciated over the remaining life of the asset. If an ARO is 
recorded in respect of an out-of-service asset, the asset retirement cost is charged to results of operations. Subsequent to the 
initial recognition, the liability is adjusted for any revisions to the estimated future cash flows associated with the ARO, 
which can occur due to a number of factors including, but not limited to, cost escalation, changes in technology applicable to 
the assets to be retired, changes in legislation or regulations, as well as for accretion of the liability due to the passage of time 
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until the obligation is settled. Depreciation expense is adjusted prospectively for any increases or decreases to the carrying 
amount of the associated asset. 
 
In determining the amounts to be recorded as AROs, the Company estimates the current fair value for 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 expenditures have been discounted using factors ranging from 
approximately 3.0% to 5.0%, depending on the appropriate rate for the period when expenditures are expected to be incurred. 
All factors used in estimating the Company’s AROs represent management’s best estimates of the cost 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. AROs are reviewed annually or more frequently if significant changes in regulations or 
other relevant factors occur. Estimate changes are accounted for prospectively. 
 
At December 31, 2014, Hydro One had recorded AROs of $9 million (2013 – $14 million), consisting of $8 million (2013 – 
$7 million) related to the estimated future expenditures associated with the removal and disposal of asbestos-containing 
materials installed in some of its facilities, as well as $1 million (2013 – $7 million) related to the future decommissioning 
and removal of two switching stations. The amount of interest recorded is nominal.  
 
 
18. SHARE CAPITAL 
 
Preferred Shares 
 
The Company has 12,920,000 issued and outstanding 5.5% cumulative preferred shares with a redemption value of $25 per 
share or $323 million total value. The Company is authorized to issue an unlimited number of preferred shares. 
 
The Company’s preferred shares are entitled to an annual cumulative dividend of $18 million, or $1.375 per share, which is 
payable on a quarterly basis. The preferred shares are not subject to mandatory redemption (except on liquidation) but are 
redeemable in certain circumstances. The shares are redeemable at the option of the Province at the redemption 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 the 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.  
 
These preferred shares have conditions for their redemption that are outside the control of the Company because the Province 
can exercise its right to redeem in the event of change in ownership without approval of the Company’s Board of Directors. 
Because the conditional redemption feature is outside the control of the Company, the preferred shares are classified outside 
of equity on the Consolidated Balance Sheets. Management believes that it is not probable that the preferred shares will 
become redeemable. No adjustment to the carrying value of the preferred shares has been recognized at December 31, 2014. 
If it becomes probable in the future that the preferred shares will be redeemed, the redemption value would be adjusted. 
 
Common Shares 
 
The Company has 100,000 issued and outstanding common shares. The Company is authorized to issue an unlimited number 
of common shares. 
 
Common share dividends are declared at the sole discretion of the Hydro One Board of Directors, and are recommended by 
management based on results of operations, maintenance of the deemed regulatory capital structure, financial conditions, 
cash requirements, and other relevant factors, such as industry practice and Shareholder expectations.  
 
 

F-74



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 

Earnings per Share 
 
Basic and diluted earnings per share have been calculated on the basis of net income attributable to the Shareholder of Hydro 
One and the weighted average number of common shares outstanding during the year. 
 
 
19. DIVIDENDS 
 
In 2014, preferred share dividends in the amount of $18 million (2013 – $18 million) and common share dividends in the 
amount of $269 million (2013 – $200 million) were declared.  
 
 
20. RELATED PARTY TRANSACTIONS 
 
Hydro One is owned by the Province. The OEFC, IESO, OPA, Ontario Power Generation Inc. (OPG) and the OEB are 
related parties to Hydro One because they are controlled or significantly influenced by the Province.  
 
The Province 
 
During 2014, Hydro One paid dividends to the Province totalling $287 million (2013 – $218 million). 
 
In November 2014, the Company redeemed the $250 million Province of Ontario Floating-Rate Notes held as a long-term 
investment. These notes were originally purchased in January 2010 with a maturity date of November 19, 2014. 
 
IESO 
 
In 2014, Hydro One purchased power in the amount of $2,601 million (2013 – $2,477 million) from the IESO-administered 
electricity market. 
 
Hydro One receives revenues for transmission services from the IESO, based on OEB-approved uniform transmission rates. 
Transmission revenues for 2014 include $1,556 million (2013 – $1,509 million) related to these services.  
 
Hydro One receives amounts for rural rate protection from the IESO. Distribution revenues for 2014 include $127 million 
(2013 – $127 million) related to this program.  
 
Hydro One also receives revenues related to the supply of electricity to remote northern communities from the IESO. 
Distribution revenues for 2014 include $32 million (2013 – $33 million) related to these services. 
 
OPA 
 
The OPA funds substantially all of the Company’s conservation and demand management programs. The funding includes 
program costs, incentives, and management fees. In 2014, Hydro One received $33 million (2013 – $34 million) from the 
OPA related to these programs.  
 
OPG 
 
In 2014, Hydro One purchased power in the amount of $23 million (2013 – $15 million) from OPG. 
 
Hydro One has service level agreements with OPG. These services include field, engineering, logistics and 
telecommunications services. In 2014, revenues related to the provision of construction and equipment maintenance services 
with respect to these service level agreements were $12 million (2013 – $9 million), primarily for the Transmission Business. 
Operation, maintenance and administration costs in 2014 related to the purchase of services with respect to these service level 
agreements were $1 million (2013 – $1 million). 
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OEFC 
 
In 2014, Hydro One made payments in lieu of corporate income taxes to the OEFC totalling $86 million (2013 – 
$138 million). 
 
In 2014, Hydro One purchased power in the amount of $9 million (2013 – $8 million) from power contracts administered by 
the OEFC.  
 
Hydro One pays a $5 million annual fee to the OEFC for indemnification against adverse claims in excess of $10 million paid by 
the OEFC with respect to certain of Ontario Hydro’s businesses transferred to Hydro One on April 1, 1999.  
 
PILs and payments in lieu of property taxes are paid to the OEFC. 
 
OEB 
 
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 transmitters. In 2014, Hydro One incurred $12 million (2013 – $12 million) in OEB fees. 
 
Sales to and purchases from related parties occur at normal market prices or at a proxy for fair value based on the 
requirements of the OEB’s Affiliate Relationships Code. Outstanding balances at period end are interest free and settled in 
cash.  
 
The amounts due to and from related parties as a result of the transactions referred to above are as follows: 
 
December 31 (millions of Canadian dollars)  2014 2013
Due from related parties  224 197
Due to related parties1  (227) (230)
Investment  – 251
1 Included in due to related parties at December 31, 2014 are amounts owing to the IESO in respect of power purchases of $214 million (2013 – $217 million).  

 
 

21. CONSOLIDATED STATEMENTS OF CASH FLOWS 
 
The changes in non-cash balances related to operations consist of the following: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Accounts receivable  (93) (78)
Due from related parties  (27) (43)
Prepaid expenses and other assets  (13) (5)
Accounts payable  39 13
Accrued liabilities  (35) 71
Due to related parties  (3) (31)
Accrued interest  – 5
Long-term accounts payable and other liabilities  (3) (5)
Post-retirement and post-employment benefit liability  80 84
  (55) 11
 
 
 
 
 
 
 
 

F-76



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2014 and 2013 
 
 

 

Capital Expenditures 
 
The following table illustrates the reconciliation between investments in property, plant and equipment and the amount 
presented in the Consolidated Statements of Cash Flows after factoring in capitalized depreciation and the net change in 
related accruals: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Capital investments in property, plant and equipment  (1,511) (1,312)
Capitalized depreciation and net change in accruals included in capital investments 
    in property, plant and equipment 30 4
Capital expenditures – property, plant and equipment  (1,481) (1,308)
 
The following table illustrates the reconciliation between investments in intangible assets and the amount presented in the 
Consolidated Statements of Cash Flows after factoring in the net change in related accruals: 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Capital investments in intangible assets  (19) (82)
Net change in accruals included in capital investments in intangible assets  (4) 3
Capital expenditures – intangible assets  (23) (79)
 
Supplementary Information 
 
Year ended December 31 (millions of Canadian dollars)  2014 2013
Net interest paid  412 395
PILs  86 138
 
 
22. 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 will not have a material adverse effect on the Company’s consolidated 
financial position, results of operations or cash flows.  
 
Transfer of Assets 
 
The transfer orders by which the Company acquired certain of Ontario Hydro’s businesses as of April 1, 1999 did not transfer 
title to some assets located on Reserves (as defined in the Indian Act (Canada)). Currently, the OEFC holds these assets. 
Under the terms of the transfer orders, the Company is required to manage these assets until it has obtained all consents 
necessary to complete the transfer of title of these assets to itself. The Company cannot predict the aggregate amount that it 
may have to pay, either on an annual or one-time basis, to obtain the required consents. In 2014, the Company paid 
approximately $1 million (2013 – $2 million) in respect of these consents. If the Company cannot obtain the required 
consents, the OEFC will continue to hold these assets for an indefinite period of time. If the Company cannot reach a 
satisfactory settlement, it may have to relocate these assets 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 the Company’s results of operations if the Company is not able to recover them in future 
rate orders.  
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23. COMMITMENTS 
 
Outsourcing Agreements 
 
The current agreement with Inergi LP (Inergi), an affiliate of Capgemini Canada Inc., expires on February 28, 2015. On 
November 28, 2014, Hydro One entered into an agreement with Inergi (Inergi Agreement), the service provider selected 
through a competitive procurement process which began in 2013, for second-generation back office and IT outsourcing 
services for a term of 58 months, commencing March 1, 2015 to December 31, 2019. Under the agreement, Inergi will 
provide Hydro One with settlements, source to pay services, pay operations services, information technology and finance and 
accounting services. Coincident with the conclusion of negotiations on the Inergi Agreement, Hydro One reached agreement 
with Inergi for the provision of second-generation customer service operations outsourcing services for a fixed period of 
three years beginning March 1, 2015 to February 28, 2018. 
 
In September 2014, Hydro One entered into an agreement with Brookfield Johnson Controls Canada LP (Brookfield) for 
facilities management services for a term of ten years, from January 1, 2015 to December 31, 2024, with the option to renew 
for an additional term of three years. Under the agreement, Brookfield will provide us with facilities management and 
execution of certain capital projects as deemed required by the Company. The Brookfield Agreement has a value of up to 
approximately $658 million over the ten-year term of the agreement, including the facilities management portion of the 
contract, plus a variable amount of capital work depending on the needs that may arise as determined by the Company, with 
no minimum capital work guarantee. The agreement also includes a fixed management fee of approximately $2 million for 
each year of the term. 
 
At December 31, 2014, the annual commitments under the outsourcing agreements were as follows: 2015 – $179 million; 
2016 – $146 million; 2017 – $145 million; 2018 – $113 million; 2019 – $105 million; and thereafter – $13 million. 
 
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, 2014, the Company provided prudential support to the 
IESO on behalf of its subsidiaries using parental guarantees of $330 million (2013 – $325 million), and on behalf of two 
distributors using guarantees of $1 million (2013 – $1 million). In addition, as at December 31, 2014, the Company has 
provided letters of credit in the amount of $8 million (2013 – $21 million) to the IESO. The IESO could draw on these 
guarantees and/or letters of credit 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 letters of credit plus the amount of the parental 
guarantees.  
 
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 eligible employees of Hydro One. The supplementary pension 
plan trustee is required to draw upon these 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 letters of credit. At December 31, 2014, Hydro One had 
letters of credit of $126 million (2013 – $127 million) outstanding relating to retirement compensation arrangements. 
 
Operating Leases 
 
Hydro One is committed as lessee to irrevocable operating lease contracts for buildings used in administrative and service-
related functions and storing telecommunications equipment. These leases have a typical term of between three and five 
years, but several leases have lesser or greater terms to address special circumstances and/or opportunities. Renewal options, 
which are generally prevalent in most leases, have similar terms of three to five years. All leases include a clause to enable 
upward revision of the rental charge on an annual basis or on renewal according to prevailing market conditions or pre-
established rents. There are no restrictions placed upon Hydro One by entering into these leases. Hydro One Networks and 
Hydro One Telecom are the principal entities concerned. 
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During the year ended December 31, 2014, the Company made lease payments totalling $11 million (2013 – $11 million). At 
December 31, 2014, the future minimum lease payments under non-cancellable operating leases were as follows: 2015 – 
$7 million; 2016 – $10 million; 2017 – $9 million; 2018 – $7 million; 2019 – $3 million; and thereafter – $9 million. 
 
 
24. SEGMENTED REPORTING 
 
Hydro One has three reportable segments:  
 
 The Transmission Business, which comprises the core business of providing electricity 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  
 

 Other, which includes certain corporate activities and the operations of the telecommunications business.  
 
The designation of segments has been based on a combination of regulatory status and the nature of the products and services 
provided. Operating segments of the Company are determined based on information used by the chief operating decision 
maker in deciding how to allocate resources and evaluate the performance of each of the segments. The Company evaluates 
segment performance based on income before financing charges and provision for PILs from continuing operations 
(excluding certain allocated corporate governance costs).  
 
The accounting policies followed by the segments are the same as those described in the summary of significant accounting 
policies (see Note 2 – Significant Accounting Policies). Segment information on the above basis is as follows: 
 
Year ended December 31, 2014 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 1,588 4,903 57 6,548
Purchased power – 3,419 – 3,419
Operation, maintenance and administration 394 742 56 1,192
Depreciation and amortization 346 367 9 722
Income (loss) before financing charges and provision for PILs 848 375 (8) 1,215
  
Capital investments 845 680 5 1,530
 
Year ended December 31, 2013 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 1,529 4,484 61 6,074
Purchased power – 3,020 – 3,020
Operation, maintenance and administration 375 672 59 1,106
Depreciation and amortization 327 340 9 676
Income (loss) before financing charges and provision for PILs 827 452 (7) 1,272
  
Capital investments 714 673 7 1,394
 
Total Assets by Segment: 
 
December 31 (millions of Canadian dollars)  2014 2013
Transmission  12,540 11,846
Distribution  9,805 8,805
Other  205 974
Total assets  22,550 21,625
 
All revenues, costs and assets, as the case may be, are earned, incurred or held in Canada.  
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25. SUBSEQUENT EVENT 
 
On February 11, 2015, preferred share dividends in the amount of $4 million and common share dividends in the amount of 
$25 million were declared. 
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HYDRO ONE INC. 
INDEPENDENT AUDITORS’ REPORT 
 
 

 

To the Shareholder of Hydro One Inc. 
 
We have audited the accompanying Consolidated Financial Statements of Hydro One Inc., which comprise the 
consolidated balance sheets as at December 31, 2013 and December 31, 2012, the consolidated statements of operations and 
comprehensive income, changes in shareholder’s equity and cash flows 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 Consolidated Financial Statements in accordance 
with United States Generally Accepted Accounting Principles, and for such internal control as management determines is 
necessary to enable the preparation of Consolidated 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 Consolidated Financial 
Statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the Consolidated 
Financial Statements. The procedures selected depend on our judgement, including the assessment of the risks of material 
misstatement of the Consolidated 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 Consolidated 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 Consolidated 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 Consolidated Financial Statements present fairly, in all material respects, the consolidated financial 
position of Hydro One Inc. as at December 31, 2013 and December 31, 2012, and its consolidated results of operations and 
its consolidated cash flows for the years then ended in accordance with United States Generally Accepted Accounting 
Principles. 
 
 
 
 
 
 
Chartered Professional Accountants, Licensed Public Accountants  
 
 
Toronto, Canada 
February 13, 2014 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 
For the years ended December 31, 2013 and 2012 
 
 

 

Year ended December 31 (millions of Canadian dollars, except per share amounts)  2013 2012
Revenues    
Distribution (includes $160 related party revenues; 2012 – $155) (Note 20)  4,484 4,184
Transmission (includes $1,517 related party revenues; 2012 – $1,482) (Note 20)  1,529 1,482
Other  61 62
  6,074 5,728
  
Costs  
Purchased power (includes $2,500 related party costs; 2012 – $2,409) (Note 20)  3,020 2,774
Operation, maintenance and administration (Note 20)  1,106 1,071
Depreciation and amortization (Note 5)  676 659

   4,802 4,504
 

Income before financing charges and provision for  
payments in lieu of corporate income taxes  1,272 1,224

Financing charges (Note 6)  360 358
 

Income before provision for payments in lieu of corporate income taxes  912 866
Provision for payments in lieu of corporate income taxes (Notes 7, 20)  109 121
Net income  803 745
  
Other comprehensive income  – 1
Comprehensive income   803 746
  
Basic and fully diluted earnings per common share (dollars) (Note 18)  7,850 7,280
  
Dividends per common share declared (dollars) (Note 19)  2,000 3,523
  
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
CONSOLIDATED BALANCE SHEETS 
At December 31, 2013 and 2012 
 
 

 

December 31 (millions of Canadian dollars)  2013 2012
Assets   
Current assets:  
    Cash and cash equivalents (Note 13)  565 195
    Accounts receivable (net of allowance for doubtful accounts – $36; 2012 – $23) (Note 8)  923 845
    Due from related parties (Note 20)  197 154
    Regulatory assets (Note 11)  47 29
    Materials and supplies  23 23
   Deferred income tax assets (Note 7)  18 18
    Derivative instruments (Note 13)  6 –
    Investment (Notes 13, 20)  251 –
    Other  28 22
  2,058 1,286
Property, plant and equipment (Note 9):  
   Property, plant and equipment in service  23,820 22,650
    Less: accumulated depreciation  8,615 8,145

 15,205 14,505
    Construction in progress  1,078 1,055
    Future use land, components and spares  148 147
  16,431 15,707
Other long-term assets:  
    Regulatory assets (Note 11)  2,636 3,098
    Investment (Notes 13, 20)  – 251
    Intangible assets (net of accumulated amortization – $252; 2012 – $305) (Note 10)  313 267
    Goodwill  133 133
    Deferred debt costs  36 34
    Derivative instruments (Note 13)  6 19
    Deferred income tax assets (Note 7)  11 14
    Other  1 2
  3,136 3,818
Total assets  21,625 20,811
 
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
CONSOLIDATED BALANCE SHEETS (continued) 
At December 31, 2013 and 2012 
 
 

 

December 31 (millions of Canadian dollars, except number of shares)  2013 2012
Liabilities   
Current liabilities:  
    Bank indebtedness (Note 13)  31 42
    Accounts payable   62 140
    Accrued liabilities (Notes 7, 15, 16)  733 578
    Due to related parties (Note 20)  230 261
    Accrued interest  100 95
    Regulatory liabilities (Note 11)  85 40
    Long-term debt payable within one year (includes $506 measured at fair value; 
        2012 – $0) (Notes 12, 13) 756 600
  1,997 1,756
  
Long-term debt (includes $256 measured at fair value; 2012 – $769) (Notes 12, 13)  8,301 7,879
Other long-term liabilities:  
   Post-retirement and post-employment benefit liability (Note 15)  1,488 1,416
    Deferred income tax liabilities (Note 7)  1,129 944
    Pension benefit liability (Note 15)  845 1,515
    Environmental liabilities (Note 16)  239 227
    Regulatory liabilities (Note 11)  163 181
    Net unamortized debt premiums  20 23
    Asset retirement obligations (Note 17)  14 15
    Long-term accounts payable and other liabilities      14 25
  3,912 4,346
Total liabilities  14,210 13,981
  
Contingencies and commitments (Notes 22, 23)  
  
Preferred shares (authorized: unlimited; issued: 12,920,000) (Notes 18, 19)  323 323
  
Shareholder’s equity  
    Common shares (authorized: unlimited; issued: 100,000) (Notes 18, 19)  3,314 3,314
    Retained earnings  3,787 3,202
    Accumulated other comprehensive loss  (9) (9)
Total shareholder’s equity  7,092 6,507
Total liabilities, preferred shares and shareholder’s equity  21,625 20,811
 
See accompanying notes to Consolidated Financial Statements. 
 
 
 
 
On behalf of the Board of Directors: 
 
 
  
 
 
   
 James Arnett Michael J. Mueller 
 Chair Chair, Audit and Finance Committee 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDER’S EQUITY  
For the years ended December 31, 2013 and 2012 
 
 

 
 

 
Year ended December 31, 2013 
(millions of Canadian dollars) 

 
Common 

Shares 

 
Retained 
Earnings 

Accumulated Other 
Comprehensive 

Loss 

Total 
Shareholder’s 

Equity 
January 1, 2013 3,314 3,202 (9) 6,507
Net income – 803 – 803
Other comprehensive income – – – –
Dividends on preferred shares – (18) – (18)
Dividends on common shares – (200) – (200)
December 31, 2013 3,314 3,787 (9) 7,092
 
 
Year ended December 31, 2012 
(millions of Canadian dollars) 

 
Common 

Shares 

 
Retained 
Earnings 

Accumulated Other 
Comprehensive 

Loss 

Total 
Shareholder’s 

Equity 
January 1, 2012 3,314 2,827 (10) 6,131
Net income – 745 – 745
Other comprehensive income – – 1 1
Dividends on preferred shares – (18) – (18)
Dividends on common shares – (352) – (352)
December 31, 2012 3,314 3,202 (9) 6,507
 
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS  
For the years ended December 31, 2013 and 2012 
 
 

 

Year ended December 31 (millions of Canadian dollars)  2013 2012
Operating activities  
Net income  803 745
Environmental expenditures  (16) (18)
Adjustments for non-cash items:  

Depreciation and amortization (excluding removal costs)  597 589
Regulatory assets and liabilities  3 12
Deferred income taxes  (2) (9)
Other  8 6

Changes in non-cash balances related to operations (Note 21)  11 (31)
Net cash from operating activities  1,404 1,294
  
Financing activities  
Long-term debt issued  1,185 1,085
Long-term debt retired  (600) (600)
Dividends paid   (218) (370)
Change in bank indebtedness  (11) 3
Other  (5) (1)
Net cash from financing activities  351 117
  
Investing activities  
Capital expenditures (Note 21)  

Property, plant and equipment  (1,333) (1,373)
Intangible assets  (79) (90)

Other  27 19
Net cash used in investing activities  (1,385) (1,444)
  
Net change in cash and cash equivalents   370 (33)
Cash and cash equivalents, beginning of year  195 228
Cash and cash equivalents, end of year  565 195
 
See accompanying notes to Consolidated Financial Statements. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended December 31, 2013 and 2012 
 
 

 
 

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 (Province). The principal businesses of Hydro One are the 
transmission and distribution of electricity to customers within Ontario. The electricity rates of these businesses are regulated 
by the Ontario Energy Board (OEB). 
 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Consolidation 
 
These 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 Networks), Hydro One Telecom Inc. (Hydro One Telecom), Hydro One 
Lake Erie Link Management Inc., and Hydro One Lake Erie Link Company Inc. 
 
Intercompany transactions and balances have been eliminated.   
 
Basis of Accounting 
 
These Consolidated Financial Statements are prepared and presented in accordance with United States (US) Generally 
Accepted Accounting Principles (GAAP) and in Canadian dollars. Certain comparative figures have been reclassified to 
conform to the presentation of these Consolidated Financial Statements (see Note 21 – Consolidated Statements of Cash 
Flows). In the opinion of management, these Consolidated Financial Statements include all adjustments that are necessary to 
fairly state the financial position and results of operations of Hydro One as at, and for the year ended December 31, 2013.  
 
Hydro One performed an evaluation of subsequent events through to February 13, 2014, the date these Consolidated Financial 
Statements were issued, to determine whether any events or transactions warranted recognition and disclosure in these 
Consolidated Financial Statements. See Note 25 – Subsequent Event. 
 
Use of Management Estimates 
 
The preparation of financial statements requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues, expenses, gains 
and losses during the reporting periods. Management evaluates these estimates on an ongoing basis based upon: historical 
experience; current conditions; and assumptions believed to be reasonable at the time the assumptions are made with any 
adjustments being recognized in results of operations in the period they arise. Significant estimates relate to regulatory assets 
and regulatory liabilities, environmental liabilities, pension benefits, post-retirement and post-employment benefits, asset 
retirement obligations (AROs), goodwill and asset impairments, contingencies, unbilled revenues, allowance for doubtful 
accounts, derivative instruments, and deferred income tax assets and liabilities. Actual results may differ significantly from 
these estimates, which may be impacted by future decisions made by the OEB or the Province. 
 
Rate Setting 
 
The Company’s Transmission Business includes the separately regulated transmission business of Hydro One Networks. The 
Company’s consolidated Distribution Business includes Hydro One Brampton Networks, Hydro One Remote Communities, 
as well as the separately regulated distribution business of Hydro One Networks. 
 
The OEB has approved the use of US GAAP for rate setting and regulatory accounting and reporting by Hydro One 
Networks’ transmission and distribution businesses, as well as by Hydro One Remote Communities, beginning with the year 
2012. Hydro One Brampton Networks currently uses Canadian GAAP for its distribution rate-setting purposes.   
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

Transmission 
 
In May 2010, Hydro One Networks filed a cost-of-service application with the OEB for 2012 transmission rates. The OEB 
approved a revenue requirement of $1,418 million for 2012, along with new 2012 uniform transmission rates, with an 
effective date of January 1, 2012. In May 2012, Hydro One Networks filed a cost-of-service application with the OEB for 
2013 transmission rates, seeking approval for a 2013 revenue requirement of $1,465 million. In December 2012, the OEB 
approved a revenue requirement of $1,438 million for 2013. The reduced approved revenue requirement included reductions 
to proposed operation, maintenance and administration costs, and capital expenditures. 
 
Distribution 
 
In 2010, the OEB approved a revised 2011 revenue requirement of $1,218 million and 2011 distribution rates. Hydro One 
Networks elected to retain the same distribution rates for 2012 as approved by the OEB for the 2011 rate year. In June 2012, 
Hydro One Networks filed an Incentive Regulation Mechanism (IRM) application with the OEB for 2013 distribution rates. 
In December 2012, the OEB approved an increase in average distribution rates of approximately 1.3%, with an effective date 
of January 1, 2013. 
 
In September 2011, Hydro One Brampton Networks filed an IRM application with the OEB for 2012 distribution rates. In 
January 2012, the OEB approved a reduction in distribution rates of approximately 13.2%, with an effective date of 
January 1, 2012. These rate reductions were primarily due to OEB-approved adjustments to depreciation rates. In August 
2012, Hydro One Brampton Networks filed an IRM application with the OEB for 2013 distribution rates. In December 2012, 
the OEB approved an increase in average distribution rates of approximately 0.3%, with an effective date of January 1, 2013. 
 
In November 2011, Hydro One Remote Communities filed an IRM application with the OEB for 2012 rates. In March 2012, 
the OEB approved an increase of approximately 1.1% to basic rates for the distribution and generation of electricity, with an 
effective date of May 1, 2012. In September 2012, Hydro One Remote Communities filed a cost-of-service application with 
the OEB for 2013 rates, seeking approval for a 2013 revenue requirement of $53 million. In June 2013, the OEB approved a 
revenue requirement of $51 million for 2013.  
 
Regulatory Accounting 
 
The OEB has the general power to include or exclude revenues, costs, gains or losses in the rates of a specific period, 
resulting in a change in the timing of accounting recognition from that which would have been 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 that generally represent amounts that are refundable to future 
customers. 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 
setting future rates, the appropriate carrying amount will be reflected in results of operations in the period that the assessment 
is made.  
  
Cash and Cash Equivalents 
 
Cash and cash equivalents include cash and short-term investments with an original maturity of three months or less. 
 
Revenue Recognition 
 
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 electricity is transmitted and delivered to customers. 
 
Distribution revenues are recognized on an accrual basis and include billed and unbilled revenues. 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 monthly revenue for a period based on wholesale electricity purchases 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

because customer meters are not generally read at the end of each month. At the end of each month, the electricity delivered 
to customers, but not billed, is estimated and revenue is recognized. The unbilled revenue estimate is affected by energy 
demand, weather, line losses and changes in the composition of customer classes. 
 
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. Current legislation provides rate protection for prescribed classes of rural, residential and remote consumers by 
reducing the electricity rates that would otherwise apply. 
 
Revenues also include amounts related to sales of other services and equipment. Such revenue is recognized as services are 
rendered or as equipment is delivered. 
 
Revenues are recorded net of indirect taxes. 
 
Accounts Receivable and Allowance for Doubtful Accounts 
 
Billed accounts receivable are recorded at the invoiced amount, net of allowance for doubtful accounts. Unbilled accounts 
receivable are estimated and recorded based on wholesale electricity purchases. Overdue amounts related to regulated billings 
bear interest at OEB-approved rates. The allowance for doubtful accounts reflects the Company’s best estimate of losses on 
billed accounts receivable balances. The allowance is based on accounts receivable aging, historical experience and other 
currently available information. The Company estimates the allowance for doubtful accounts on customer receivables by 
applying internally developed loss rates to the outstanding receivable balances by risk segment. Risk segments represent 
groups of customers with similar credit quality indicators and are computed based on various attributes, including number of 
days receivables are past due, delinquency of balances and payment history. Loss rates applied to the accounts receivable 
balances are based on historical average write-offs as a percentage of accounts receivable in each risk segment. An account is 
considered delinquent if the amount billed is not received within 110 days of the invoiced date. Accounts receivable are 
written off against the allowance when they are deemed uncollectible. The existing allowance for uncollectible accounts will 
continue to be affected by changes in volume, prices and economic conditions. 
 
Corporate Income Taxes 
 
Under the Electricity Act, 1998, Hydro One is required to make payments in lieu of corporate income taxes (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) as 
modified by the Electricity Act, 1998 and related regulations. 
 
Current and deferred income taxes are computed based on the tax rates and tax laws enacted at the balance sheet date. Tax 
benefits associated with income tax positions taken, or expected to be taken, in a tax return are recorded only when the 
“more-likely-than-not” recognition threshold is satisfied and are measured at the largest amount of benefit that has a greater 
than 50% likelihood of being realized upon settlement. Management evaluates each position based solely on the technical 
merits and facts and circumstances of the position, assuming the position will be examined by a taxing authority having full 
knowledge of all relevant information. Significant management judgement is required to determine recognition thresholds 
and the related amount of tax benefits to be recognized in the Consolidated Financial Statements. Management re-evaluates 
tax positions each period in which new information about recognition or measurement becomes available.  
 
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.  
 
Deferred Income Taxes  
 
Deferred income taxes are provided for using the liability method. Deferred income taxes are recognized based on the 
estimated future tax consequences attributable to temporary differences between the carrying amount of assets and liabilities 
in the Consolidated Financial Statements and their corresponding tax bases. 
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

Deferred income tax liabilities are generally recognized on all taxable temporary differences. Deferred tax assets are 
recognized to the extent that it is more-likely-than-not that these assets will be realized from taxable income available against 
which deductible temporary differences can be utilized.  
 
Deferred 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 at the balance sheet date. Deferred income taxes 
that are not included in the rate-setting process are charged or credited to the Consolidated Statements of Operations and 
Comprehensive Income. 
 
If management determines that it is more-likely-than-not that some or all of a deferred income tax asset will not be realized, a 
valuation allowance is recorded against the tax asset to report the net balance at the amount expected to be realized. 
Previously unrecognized deferred income tax assets are reassessed at each balance sheet date and are recognized to the extent 
that it has become more-likely-than-not that the tax benefit will be realized. 
 
The Company records regulatory assets and liabilities associated with deferred income taxes that will be included in the rate-
setting process.  
 
The Company uses the flow-through method to account for investment tax credits (ITCs) earned on eligible scientific 
research and experimental development expenditures, and apprenticeship job creation. Under this method, only non-
refundable ITCs are recognized as a reduction to income tax expense. 
 
Materials and Supplies 
 
Materials and supplies represent consumables, small spare parts and construction materials held for internal construction and 
maintenance of property, plant and equipment. These assets are carried at average cost less any impairments recorded. 
 
Property, Plant and Equipment 
 
Property, plant and equipment is recorded at original cost, net of customer contributions received in aid of construction and 
any accumulated impairment losses. The cost of additions, including betterments and replacement asset components, is 
included on the Consolidated Balance Sheets as property, plant and equipment.  
 
The original cost of property, plant and equipment includes direct materials, direct labour (including employee benefits), 
contracted services, attributable capitalized financing costs, asset retirement costs, and direct and indirect overheads that are 
related to the capital project or program. Indirect overheads include a portion of corporate costs such as finance, treasury, 
human resources, information technology and executive costs. Overhead costs, including corporate functions and field 
services costs, are capitalized on a fully allocated basis, consistent with an OEB-approved methodology.  
 
Property, plant and equipment in service consists of transmission, distribution, communication, administration and service 
assets and land easements. Property, plant and equipment also includes future use assets, such as land, major components and 
spare parts, and capitalized project development costs associated with deferred capital projects.  
 
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, including transformers, circuit 
breakers and switches. 
 
Distribution  
 
Distribution assets include assets related to the distribution of low-voltage electricity, including lines, poles, switches, 
transformers, protective devices and metering systems.  
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HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

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, personal computers, transport and work equipment, tools 
and other minor assets. 
 
Easements 
 
Easements include statutory rights of use for transmission corridors and abutting lands granted under the Reliable Energy and 
Consumer Protection Act, 2002, as well as other land access rights. 
 
Intangible Assets 
 
Intangible assets separately acquired or internally developed are measured on initial recognition at cost, which comprises 
purchased software, direct labour (including employee benefits), consulting, engineering, overheads and attributable 
capitalized financing charges. Following initial recognition, intangible assets are carried at cost, net of any accumulated 
amortization and accumulated impairment losses. The Company’s intangible assets primarily represent major administrative 
computer applications. 
 
Capitalized Financing Costs 
 
Capitalized financing costs represent interest costs attributable to the construction of property, plant and equipment or 
development of intangible assets. The financing cost of attributable borrowed funds is capitalized as part of the acquisition 
cost of such assets. The capitalized portion of financing costs is a reduction to financing charges recognized in the 
Consolidated Statements of Operations and Comprehensive Income. Capitalized financing costs are calculated using the 
Company’s weighted average effective cost of debt. 
 
Construction and Development in Progress 
 
Construction and development in progress consists of the capitalized cost of constructed assets that are not yet complete and 
which have not yet been placed in service.  
 
Depreciation and Amortization 
 
The cost of property, plant and equipment and intangible assets is depreciated or amortized on a straight-line basis based on 
the estimated remaining service life of each asset category, except for transport and work equipment, which is depreciated on 
a declining balance basis. 
 
The Company periodically initiates an external independent review of its property, plant and equipment and intangible asset 
depreciation and amortization rates, as required by the OEB. Any changes arising from OEB approval of such a review are 
implemented on a remaining service life basis, consistent with their inclusion in electricity rates. The last review resulted in 
changes to rates effective January 1, 2013. A summary of average service lives and depreciation and amortization rates for 
the various classes of assets is included below: 
 

 Average                                 Rate (%) 
 Service Life Range Average

Transmission 57 years 1% – 2% 2%
Distribution  42 years 1% – 20% 2%
Communication 19 years 1% – 15% 5%
Administration and service 15 years 3% – 20% 6%
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The cost of intangible assets is included primarily within the administration and service classification above. Amortization 
rates for computer applications software and other intangible assets range from 9% to 10%. 
 
In accordance with group depreciation practices, the original cost of property, plant and equipment, or major components 
thereof, and intangible assets that are normally retired, is charged to accumulated depreciation, with no gain or loss being 
reflected in results of operations. Where a disposition of property, plant and equipment occurs through sale, a gain or loss is 
calculated based on proceeds and such gain or loss is included in depreciation expense. Depreciation expense also includes 
the costs incurred to remove property, plant and equipment where no ARO has been recorded.  
 
Goodwill 
 
Goodwill represents the cost of acquired local distribution companies that is in excess of the fair value of the net identifiable 
assets acquired at the acquisition date. Goodwill is not included in rate base.  
 
Goodwill is evaluated for impairment on an annual basis, or more frequently if circumstances require. The Company 
performs a qualitative assessment to determine whether it is more-likely-than-not that the fair value of the applicable 
reporting unit is less than its carrying amount. If the Company determines, as a result of its qualitative assessment, that it is 
not more-likely-than-not that the fair value of the applicable reporting unit is less than its carrying amount, no further testing 
is required. If the Company determines, as a result of its qualitative assessment, that it is more-likely-than-not that the fair 
value of the applicable reporting unit is less than its carrying amount, a goodwill impairment assessment is performed using a 
two-step, fair value-based test. The first step compares the fair value of the applicable reporting unit to its carrying amount, 
including goodwill. If the carrying amount of the applicable reporting unit exceeds its fair value, a second step is performed. 
The second step requires an allocation of fair value to the individual assets and liabilities using purchase price allocation in 
order to determine the implied fair value of goodwill. If the implied fair value of goodwill is less than the carrying amount, an 
impairment loss is recorded as a reduction to goodwill and as a charge to results of operations.  
 
For the year ended December 31, 2013, based on the qualitative assessment performed as at September 30, 2013, the 
Company has determined that it is not more-likely-than-not that the fair value of each applicable reporting unit assessed is 
less than its carrying amount. As a result, no further testing was performed, and the Company has concluded that goodwill 
was not impaired at December 31, 2013. 
 
Long-Lived Asset Impairment 
 
When circumstances indicate the carrying value of long-lived assets may not be recoverable, the Company evaluates whether 
the carrying value of such assets, excluding goodwill, has been impaired. For such long-lived assets, impairment exists when 
the carrying value exceeds the sum of the future estimated undiscounted cash flows expected to result from the use and 
eventual disposition of the asset. When alternative courses of action to recover the carrying amount of a long-lived asset are 
under consideration, a probability-weighted approach is used to develop estimates of future undiscounted cash flows. If the 
carrying value of the long-lived asset is not recoverable based on the estimated future undiscounted cash flows, an 
impairment loss is recorded, measured as the excess of the carrying value of the asset over its fair value. As a result, the 
asset’s carrying value is adjusted to its estimated fair value.  
 
Within its regulated business, the carrying costs of most of Hydro One’s long-lived assets are included in rate base where 
they earn an OEB-approved rate of return. Asset carrying values and the related return are recovered through approved rates. 
As a result, such assets are only tested for impairment in the event that the OEB disallows recovery, in whole or in part, or if 
such a disallowance is judged to be probable. 
 
Hydro One regularly monitors the assets of its unregulated Hydro One Telecom subsidiary for indications of impairment. 
Management assesses the fair value of such long-lived assets using commonly accepted techniques, and may use more than 
one. Techniques used to determine fair value include, but are not limited to, the use of recent third party comparable sales for 
reference and internally developed discounted cash flow analysis. Significant changes in market conditions, changes to the 
condition of an asset, or a change in management’s intent to utilize the asset are generally viewed by management as 
triggering events to reassess the cash flows related to these long-lived assets. As at December 31, 2013, no asset impairment 
had been recorded for assets within either the Company’s regulated or unregulated businesses. 
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Costs of Arranging Debt Financing 
 
For financial liabilities classified as other than held-for-trading, the Company defers the external transaction costs related to 
obtaining debt financing and presents such amounts as deferred debt costs on the Consolidated Balance Sheets. Deferred debt 
costs are amortized over the contractual life of the related debt on an effective-interest basis and the amortization is included 
within financing charges in the Consolidated Statements of Operations and Comprehensive Income. Transaction costs for 
items classified as held-for-trading are expensed immediately. 
 
Comprehensive Income 
 
Comprehensive income is comprised of net income and other comprehensive income (OCI). OCI includes the amortization of 
net unamortized hedging losses on the Company’s discontinued cash flow hedges, and the change in fair value on the 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 allocated hedged 
debt. Hydro One presents net income and OCI in a single continuous Consolidated Statement of Operations and 
Comprehensive Income.  
 
Financial Assets and Liabilities 
 
All financial assets and liabilities are classified into one of the following five categories: held-to-maturity; loans and 
receivables; held-for-trading; other liabilities; or available-for-sale. Financial assets and liabilities classified as held-for-
trading are measured at fair value. All other financial assets and liabilities are measured at amortized cost, except accounts 
receivable and amounts due from related parties, which are measured at the lower of cost or fair value. Accounts receivable 
and amounts due from related parties are classified as loans and receivables. The Company considers the carrying amounts of 
accounts receivable and amounts due from related parties to be reasonable estimates of fair value because of the short time to 
maturity of these instruments. Provisions for impaired accounts receivable are recognized as adjustments to the allowance for 
doubtful accounts and are recognized when there is objective evidence that the Company will not be able to collect amounts 
according to the original terms. 
 
Derivative instruments are measured at fair value. Gains and losses from fair valuation are included within financing charges 
in the period in which they arise. The Company determines the classification of its financial assets and liabilities at the date 
of initial recognition. The Company designates certain of its financial assets and liabilities to be held at fair value, when it is 
consistent with the Company’s risk management policy disclosed in Note 13 – Fair Value of Financial Instruments and Risk 
Management. 
 
The Company’s investment in Province of Ontario Floating-Rate Notes, which is held as an alternate form of liquidity to 
supplement the bank credit facilities, is classified as held-for-trading and is measured at fair value. 
 
All financial instrument transactions are recorded at trade date. 
 
Derivative Instruments and Hedge Accounting 
 
The Company closely monitors the risks associated with changes in interest rates on its operations and, where appropriate, 
uses various instruments to hedge these risks. Certain of these derivative instruments qualify for hedge accounting and are 
designated as accounting hedges, while others either do not qualify as hedges or have not been designated as hedges 
(hereinafter referred to as undesignated contracts) as they are part of economic hedging relationships.  
 
The accounting guidance for derivative instruments requires the recognition of all derivative instruments not identified as 
meeting the normal purchase and sale exemption as either assets or liabilities recorded at fair value on the Consolidated 
Balance Sheets. For derivative instruments that qualify for hedge accounting, the Company may elect to designate such 
derivative instruments as either cash flow hedges or fair value hedges. The Company offsets fair value amounts recognized in 
its Consolidated Balance Sheets related to derivative instruments executed with the same counterparty under the same master 
netting agreement. 
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For derivative instruments that qualify for hedge accounting and which are designated as cash flow hedges, the effective 
portion of any gain or loss, net of tax, is reported as a component of accumulated OCI (AOCI) and is reclassified to results of 
operations in the same period or periods during which the hedged transaction affects results of operations. Any gains or 
losses on the derivative instrument that represent either hedge ineffectiveness or hedge components excluded from the 
assessment of effectiveness are recognized in results of operations. For fair value hedges, changes in fair value of both the 
derivative instrument and the underlying hedged exposure are recognized in the Consolidated Statement of Operations and 
Comprehensive Income in the current period. The gain or loss on the derivative instrument is included in the same line item 
as the offsetting gain or loss on the hedged item in the Consolidated Statements of Operations and Comprehensive Income. 
Additionally, the Company enters into derivative agreements that are economic hedges that either do not qualify for hedge 
accounting or have not been designated as hedges. The changes in fair value of these undesignated derivative instruments are 
reflected in results of operations. 
 
Embedded derivative instruments are separated from their host contracts and carried at fair value on the Consolidated 
Balance Sheets when: (a) the economic characteristics and risks of the embedded derivative are not clearly and closely 
related to the economic characteristics and risks of the host contract; (b) the hybrid instrument is not measured at fair value, 
with changes in fair value recognized in results of operations each period; and (c) the embedded derivative itself meets the 
definition of a derivative. The Company does not engage in derivative trading or speculative activities and had no embedded 
derivatives at December 31, 2013 or 2012. 
 
Hydro One periodically develops hedging strategies taking into account risk management objectives. At the inception of a 
hedging relationship where the Company has elected to apply hedge accounting, Hydro One formally documents the 
relationship between the hedged item and the hedging instrument, the related risk management objective, the nature of the 
specific risk exposure being hedged, and the method for assessing the effectiveness of the hedging relationship. The 
Company also assesses, both at the inception of the hedge and on a quarterly basis, whether the hedging instruments are 
effective in offsetting changes in fair values or cash flows of the hedged items.  
 
Employee Future Benefits 
 
Employee future benefits provided by Hydro One include pension, post-retirement and post-employment benefits. The costs 
of the Company’s pension, post-retirement and post-employment benefit plans are recorded over the periods during which 
employees render service.  
 
The Company recognizes the funded status of its pension, post-retirement and post-employment plans on its Consolidated 
Balance Sheets and subsequently recognizes the changes in funded status at the end of each reporting year. Pension, post-
retirement and post-employment plans are considered to be underfunded when the projected benefit obligation exceeds the 
fair value of the plan assets. Liabilities are recognized on the Consolidated Balance Sheets for any net underfunded projected 
benefit obligation. The net underfunded projected benefit obligation may be disclosed as a current liability, long-term 
liability, or both. The current portion is the amount by which the actuarial present value of benefits included in the benefit 
obligation payable in the next 12 months exceeds the fair value of plan assets. If the fair value of plan assets exceeds the 
projected benefit obligation of the plan, an asset is recognized equal to the net overfunded projected benefit obligation. The 
net asset for an overfunded plan is classified as a long-term asset on the Consolidated Balance Sheets. The post-retirement 
and post-employment benefit plans are unfunded because there are no related plan assets. 
 
Pension benefits 
 
In accordance with the OEB’s rate orders, pension costs are recorded on a cash basis as employer contributions are paid to 
the pension fund in accordance with the Pension Benefits Act (Ontario). Pension costs are recorded on an accrual basis for 
financial reporting purposes. Pension costs are actuarially determined using the projected benefit method prorated on service 
and are based on assumptions that reflect management’s best estimate of the effect of future events, including future 
compensation increases. Past service costs from plan amendments and all actuarial gains and losses are amortized on a 
straight-line basis over the expected average remaining service period of active employees in the plan, and over the estimated 
remaining life expectancy of inactive employees in the plan. Pension plan assets, consisting primarily of listed equity 
securities as well as corporate and government debt securities, are fair valued at the end of each year. 
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Hydro One records a regulatory asset equal to the net underfunded projected benefit obligation for its pension plan. The 
regulatory asset for the net underfunded projected benefit obligation for the pension plan, in the absence of regulatory 
accounting, would be recognized in AOCI. A regulatory asset is recognized because management considers it to be probable 
that pension benefit costs will be recovered in the future through the rate-setting process. The pension regulatory assets are 
remeasured at the end of each year based on the current status of the pension plan.  
 
All future pension benefit costs are attributed to labour and are either charged to results of operations or capitalized as part of 
the cost of property, plant and equipment and intangible assets. 
 
Post-retirement and post-employment benefits 
 
Post-retirement and post-employment benefits are recorded and included in rates 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 are amortized to results of operations based on the 
expected average remaining service period.  
 
Hydro One records a regulatory asset equal to the incremental net unfunded projected benefit obligation for post-retirement 
and post-employment plans recorded at each year end based on annual actuarial reports. The regulatory asset for the 
incremental net unfunded projected benefit obligation for post-retirement and post-employment plans, in the absence of 
regulatory accounting, would be recognized in AOCI. A regulatory asset is recognized because management considers it to 
be probable that post-retirement and post-employment benefit costs will be recovered in the future through the rate-setting 
process.  
 
For post-retirement benefits, all actuarial gains or losses are deferred using the “corridor” approach. The amount calculated 
above the “corridor” is amortized to results of operations on a straight-line basis over the expected average remaining service 
life of active employees in the plan and over the remaining life expectancy of inactive employees in the plan. The post-
retirement benefit obligation is remeasured to its fair value at each year end based on an annual actuarial report, with an 
offset to the associated regulatory asset, to the extent of the remeasurement adjustment. 
 
For post-employment obligations, the associated regulatory liabilities representing actuarial gains on transition to US GAAP 
are amortized to results of operations based on the “corridor” approach. Post transition, the actuarial gains and losses on post-
employment obligations that are incurred during the year are recognized immediately to results of operations. The post-
employment benefit obligation is remeasured to its fair value at each year end based on an annual actuarial report, with an 
offset to the associated regulatory asset, to the extent of the remeasurement adjustment. 
 
All post-retirement and post-employment future benefit costs are attributed to labour and are either charged to results of 
operations or capitalized as part of the cost of property, plant and equipment and intangible assets. 
 
Multiemployer Pension Plan 
 
Employees of Hydro One Brampton Networks participate in the Ontario Municipal Employees Retirement System Fund 
(OMERS), a multiemployer, contributory, defined benefit public sector pension fund. OMERS provides retirement pension 
payments based on members’ length of service and salary. Both participating employers and members are required to make 
plan contributions. The OMERS plan assets are pooled together to provide benefits to all plan participants and the plan assets 
are not segregated by member entity. OMERS is registered with the Financial Services Commission of Ontario under 
Registration #0345983. At December 31, 2012, OMERS had approximately 429,000 members, with approximately 283 
members being current employees of Hydro One Brampton Networks. 
 
The OMERS plan is accounted for as a defined contribution plan by Hydro One because it is not practicable to determine the 
present value of the Company’s obligation, the fair value of plan assets or the related current service cost applicable to Hydro 
One Brampton Networks’ employees. Hydro One recognizes its contributions to the OMERS plan as pension expense, with a 
portion being capitalized. The expensed amount is included in operation, maintenance and administration costs in the 
Consolidated Statements of Operations and Comprehensive Income. 
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Loss Contingencies  
 
Hydro One is involved in certain legal and environmental matters that arise in the normal course of business. In the 
preparation of its Consolidated Financial Statements, management makes judgements regarding the future outcome of 
contingent events and records a loss for a contingency based on its best estimate when it is determined that such loss is 
probable and the amount of the loss can be reasonably estimated. Where the loss amount is recoverable in future rates, a 
regulatory asset is also recorded. When a range estimate for the probable loss exists and no amount within the range is a 
better estimate than any other amount, the Company records a loss at the minimum amount within the range.  
 
Management regularly reviews current information available to determine whether recorded provisions should be adjusted 
and whether new provisions are required. Estimating probable losses may require analysis of multiple forecasts and scenarios 
that often depend on judgements about potential actions by third parties, such as federal, provincial and local courts or 
regulators. Contingent liabilities are often resolved over long periods of time. Amounts recorded in the Consolidated 
Financial Statements may differ from the actual outcome once the contingency is resolved. Such differences could have a 
material impact on future results of operations, financial position and cash flows of the Company. 
 
Provisions are based upon current estimates and are subject to greater uncertainty where the projection period is lengthy. A 
significant upward or downward trend in the number of claims filed, the nature of the alleged injuries, and the average cost of 
resolving each claim could change the estimated provision, as could any substantial adverse or favourable verdict at trial. A 
federal or provincial legislative outcome or structured settlement could also change the estimated liability. Legal fees are 
expensed as incurred. 
 
Environmental Liabilities 
 
Environmental liabilities are recorded in respect of past contamination when it is determined that future environmental 
remediation expenditures are probable under existing statute or regulation and the amount of the future expenditures can be 
reasonably estimated. Hydro One records a liability for the estimated future expenditures associated with the contaminated 
land assessment and remediation (LAR) and for the phase-out and destruction of polychlorinated biphenyl (PCB)-
contaminated mineral oil removed from electrical equipment, based on the present value of these estimated future 
expenditures. The Company determines the present value with a discount rate equal to its credit-adjusted risk-free interest 
rate on financial instruments with comparable maturities to the pattern of future environmental expenditures. As the 
Company anticipates that the future expenditures will continue to be recoverable in future rates, an offsetting regulatory asset 
has been recorded to reflect the future recovery of these environmental expenditures from customers. Hydro One reviews its 
estimates of future environmental expenditures annually, or more frequently if there are indications that circumstances have 
changed. 
 
Asset Retirement Obligations 
 
AROs are recorded for legal obligations associated with the future removal and disposal of long-lived assets. Such 
obligations may result from the acquisition, construction, development and/or normal use of the asset. Conditional AROs are 
recorded when there is a legal obligation to perform a future asset retirement activity but where the timing and/or method of 
settlement are conditional on a future event that may or may not be within the control of the Company. In such a case, the 
obligation to perform the asset retirement activity is unconditional even though uncertainty exists about the timing and/or 
method of settlement.  
 
When recording an ARO, the present value of the estimated future expenditures required to complete the asset retirement 
activity is recorded in the period in which the obligation is incurred, if a reasonable estimate can be made. In general, the 
present value of the estimated future expenditures is added to the carrying amount of the associated asset and the resulting 
asset retirement cost is depreciated over the estimated useful life of the asset. Where an asset is no longer in service when an 
ARO is recorded, the asset retirement cost is recorded in results of operations. 
 
Some of the Company’s transmission and distribution assets, particularly those located on unowned easements and rights-of-
way, may have AROs, 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 facilities in perpetuity, no ARO currently exists for these assets. 
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If, at some future date, a particular facility is shown not to meet the perpetuity assumption, it will be reviewed to determine 
whether an estimable ARO exists. In such a case, an ARO would be recorded at that time.  
 
The Company’s AROs recorded to date relate to estimated future expenditures associated with the removal and disposal of 
asbestos-containing materials installed in some of its facilities and with the decommissioning of specific switching stations 
located on unowned sites. 
 
 
3. NEW ACCOUNTING PRONOUNCEMENTS 
 
Recently Adopted Accounting Pronouncements 
 
In December 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2011-11, 
Balance Sheet (Topic 210): Disclosures about Offsetting Assets and Liabilities. This ASU requires an entity to disclose both 
gross and net information about financial instruments and transactions eligible for offset on the Consolidated Balance Sheets 
as well as financial instruments and transactions executed under a master netting or similar arrangement. The ASU was 
issued to enable users of financial statements to understand the effects or potential effects of those arrangements on an 
entity’s financial position. This ASU was required to be applied retrospectively and was effective for fiscal years, and interim 
periods within those years, beginning on or after January 1, 2013. The adoption of this ASU did not have an impact on the 
Company’s Consolidated Financial Statements. 
 
In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts Reclassified 
Out of Accumulated Other Comprehensive Income. This ASU requires an entity to provide information about the amounts 
reclassified out of accumulated other comprehensive income by component. In addition, an entity is required to present, 
either on the face of the statement where net income is presented or in the notes, significant amounts reclassified out of 
accumulated other comprehensive income by the respective line items of net income, but only if the amount reclassified is 
required under US GAAP to be reclassified to net income in its entirety in the same reporting period. For other amounts that 
are not required under US GAAP to be reclassified in their entirety to net income, an entity is required to cross-reference to 
other disclosures required under US GAAP that provide additional detail about those amounts. This ASU was required to be 
applied prospectively and was effective for fiscal years, and interim periods within those years, beginning after December 15, 
2012. The adoption of this ASU did not have a significant impact on the Company’s Consolidated Financial Statements. 
 
Recent Accounting Guidance Not Yet Adopted 
 
In July 2013, the FASB issued ASU 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit 
When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists. This ASU provides 
guidance on the presentation of unrecognized tax benefits. This ASU is effective for fiscal years, and interim periods within 
those years, beginning after December 15, 2013, and should be applied prospectively to all unrecognized tax benefits that 
exist at the effective date. Retrospective application is permitted. The adoption of this ASU is not anticipated to have a 
significant impact on the Company’s Consolidated Financial Statements. 
 
 
4. BUSINESS ACQUISITION 
 
Norfolk Power Purchase Agreement 
 
On April 2, 2013, Hydro One reached an agreement with The Corporation of Norfolk County to acquire 100% of the common 
shares of Norfolk Power Inc. (Norfolk Power), an electricity distribution and telecom company located in southwestern Ontario. 
The acquisition is pending a regulatory decision from the OEB. The purchase price for Norfolk Power will be approximately 
$93 million, subject to final closing adjustments. The transaction is anticipated to be completed in 2014. In anticipation of the 
Norfolk Power acquisition, the Company made a refundable deposit totaling $5 million, which was recorded in other current 
assets on the interim Consolidated Balance Sheet. 
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5. DEPRECIATION AND AMORTIZATION 
 

Year ended December 31 (millions of Canadian dollars)  2013 2012
Depreciation of property, plant and equipment  533 522
Amortization of intangible assets  48 48
Asset removal costs  79 70
Amortization of regulatory assets  16 19
  676 659
 
 
6. FINANCING CHARGES 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Interest on long-term debt  416 421
Other  9 12
Less: Interest capitalized on construction and development in progress  (51) (59)
          Gain on interest-rate swap agreements  (11) (12)
          Interest earned on investments  (3) (4)
  360 358
 
 
7. 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 the effective tax rates is provided as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Income before provision for PILs  912 866
Canadian federal and Ontario statutory income tax rate  26.50% 26.50%
Provision for PILs at statutory rate  242 230
  
Increase (decrease) resulting from:  
Net temporary differences included in amounts charged to customers:  
    Capital cost allowance in excess of depreciation and amortization  (72) (42)
    Pension contributions in excess of pension expense  (23) (23)
    Interest capitalized for accounting but deducted for tax purposes  (13) (15)
    Overheads capitalized for accounting but deducted for tax purposes  (14) (14)
    Prior year’s adjustments  (8) (2)
    Non-refundable investment tax credits  (4) (8)
    Environmental expenditures  (4) (5)
    Post-retirement and post-employment benefit expense in excess of cash payments 4 –
    Other  (1) (1)
Net temporary differences  (135) (110)
Net permanent differences  2 1
Total provision for PILs  109 121
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The major components of income tax expense are as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Current provision for PILs  111 130
Deferred recovery of PILs  (2) (9)
Total provision for PILs  109 121
  
Effective income tax rate  11.98% 13.96%
 
The current provision for PILs is remitted to, or received from, the Ontario Electricity Financial Corporation (OEFC). At 
December 31, 2013, $29 million due from the OEFC was included in due from related parties on the Consolidated Balance 
Sheet (December 31, 2012 – $10 million  included in due to related parties). 
 
The total provision for PILs includes deferred recovery of PILs of $2 million (2012 – $9 million) that is not included in the 
rate-setting process, using the liability method of accounting. Deferred PILs balances expected to be included in the rate-
setting process are offset by regulatory assets and liabilities to reflect the anticipated recovery or disposition of these balances 
within future electricity rates. 
 
Deferred Income Tax Assets and Liabilities 
 
Deferred income tax assets and liabilities arise from differences between the carrying amounts and tax bases of the 
Company’s assets and liabilities. At December 31, 2013 and 2012, deferred income tax assets and liabilities consisted of the 
following: 
 
December 31 (millions of Canadian dollars)  2013 2012
Deferred income tax assets   
    Post-retirement and post-employment benefits expense in excess of cash payments 7 7
    Environmental expenditures  5 4
    Depreciation and amortization in excess of capital cost allowance  – 3
    Other  (1) –
Total deferred income tax assets  11 14
Less: current portion  – –
  11 14
 
December 31 (millions of Canadian dollars)  2013 2012
Deferred income tax liabilities   
    Capital cost allowance in excess of depreciation and amortization  (1,556) (1,344)
    Post-retirement and post-employment benefits expense in excess of cash payments 542 519
    Environmental expenditures  66 62
    Regulatory amounts that are not recognized for tax purposes  (144) (147)
    Goodwill  (20) (19)
    Other  1 3
Total deferred income tax liabilities  (1,111) (926)
Less: current portion  18 18
  (1,129) (944)
 
During 2013, there was no change in the rate applicable to future taxes (2012 – a change in rate applicable to future rates 
generated a $60 million increase).  
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8. ACCOUNTS RECEIVABLE 
 
December 31 (millions of Canadian dollars)  2013 2012
Accounts receivable – billed  268 224
Accounts receivable – unbilled  691 644
Accounts receivable, gross  959 868
Allowance for doubtful accounts  (36) (23)
Accounts receivable, net  923 845
 
The following table shows the movements in the allowance for doubtful accounts for the years ended December 31, 2013 and 
2012: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Allowance for doubtful accounts – January 1  (23) (18)
Write-offs  24 17
Additions to allowance for doubtful accounts  (37) (22)
Allowance for doubtful accounts – December 31  (36) (23)
 
 
9. PROPERTY, PLANT AND EQUIPMENT 
 
 
December 31, 2013 (millions of Canadian dollars) 

Property, Plant 
and Equipment 

Accumulated 
Depreciation 

Construction 
in Progress

 
Total

Transmission 12,413 4,215 671 8,869
Distribution 8,498 3,046 316 5,768
Communication 1,060 560 53 553
Administration and Service 1,380 716 38 702
Easements 617 78 – 539
 23,968 8,615 1,078 16,431
 
 
December 31, 2012 (millions of Canadian dollars) 

Property, Plant 
and Equipment 

Accumulated 
Depreciation 

Construction 
in Progress

 
Total

Transmission 11,840 3,990 641 8,491
Distribution 8,005 2,879 234 5,360
Communication 1,024 516 57 565
Administration and Service 1,314 668 123 769
Easements 614 92 – 522
 22,797 8,145 1,055 15,707
 
Financing charges capitalized on property, plant and equipment under construction were $48 million in 2013 (2012 – 
$56 million). 
 
 
10. INTANGIBLE ASSETS 

 
 
December 31, 2013 (millions of Canadian dollars) 

Intangible 
Assets 

Accumulated 
Amortization 

Development 
in Progress

 
Total

Computer applications software 557 249 3 311
Other 5 3 – 2
 562 252 3 313
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December 31, 2012 (millions of Canadian dollars) 

Intangible 
Assets 

Accumulated 
Amortization 

Development 
in Progress

 
Total

Computer applications software 451 301 116 266
Other 5 4 – 1
 456 305 116 267
 
Financing charges capitalized on intangible assets under development were $3 million in 2013 (2012 – $3 million). The 
estimated annual amortization expense for intangible assets is as follows: 2014 – $52 million; 2015 – $52 million; 2016 – 
$52 million; 2017 – $52 million; and 2018 – $44 million. 
 
 
11. REGULATORY ASSETS AND LIABILITIES 
 
Regulatory assets and liabilities arise as a result of the rate-setting process. Hydro One has recorded the following regulatory 
assets and liabilities: 
 
December 31 (millions of Canadian dollars) 2013 2012
Regulatory assets: 
    Deferred income tax regulatory asset 1,145 954
    Pension benefit regulatory asset 845 1,515
    Post-retirement and post-employment benefits 308 320
    Environmental  266 249
   Pension cost variance  80 61
   OEB cost assessment differential 9 6
   DSC exemption 7 2
   Long-term project development costs 5 5
   Rider 2  – 10
   Other 18 5

Total regulatory assets 2,683 3,127
Less: current portion 47 29

2,636 3,098
 
Regulatory liabilities: 
   External revenue variance 81 61
   Rider 8 55 45
   Retail settlement variance accounts 35 54
   Deferred income tax regulatory liability 19 16
   Rider 9 19 –
   PST savings deferral  17 13
   Hydro One Brampton Networks rider 8 –
   Rider 3  – 9
   Rural and remote rate protection variance – 6
   Other 14 17

Total regulatory liabilities 248 221
Less: current portion 85 40

163 181
 
Deferred Income Tax Regulatory Asset and Liability 
 
Deferred 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 that correspond to deferred 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 
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method and there would be no regulatory accounts established for taxes to be recovered through future rates. As a result, the 
2013 provision for PILs would have been higher by approximately $139 million (2012 – $136 million).  
 
Pension Benefit Regulatory Asset 
 
The Company recognizes the net unfunded status of pension obligations on the Consolidated Balance Sheets with an offset to 
the associated regulatory asset. A regulatory asset is recognized because management considers it to be probable that pension 
benefit costs will be recovered in the future through the rate-setting process. The pension benefit obligation is remeasured to 
its fair value at each year end based on an annual actuarial report, with an offset to the associated regulatory asset, to the 
extent of the remeasurement adjustment. In the absence of rate-regulated accounting, 2013 OCI would have been higher by 
$670 million (2012 – lower by $736 million).  
 
Post-Retirement and Post-Employment Benefits 
 
The Company recognizes the net unfunded status of post-retirement and post-employment obligations on the Consolidated 
Balance Sheets with an incremental offset to the associated regulatory assets. A regulatory asset is recognized because 
management considers it to be probable that post-retirement and post-employment benefit costs will be recovered in the 
future through the rate-setting process. The post-retirement and post-employment benefit obligation is remeasured to its fair 
value at each year end based on an annual actuarial report, with an offset to the associated regulatory asset, to the extent of 
the remeasurement adjustment. In the absence of rate-regulated accounting, 2013 OCI would have been higher by 
$12 million (2012 – lower by $197 million).  
 
Environmental 
 
Hydro One records a liability for the estimated future expenditures required to remediate 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 2013, the environmental regulatory asset decreased by $3 million (2012 – $3 million) to reflect related 
changes in the Company’s PCB liability, and increased by $26 million (2012 – $2 million) due to changes in the LAR 
liability. The environmental regulatory asset is amortized to results of operations based on the pattern of actual expenditures 
incurred and charged to environmental liabilities. The OEB has the discretion to examine and assess the prudency and the 
timing of recovery of all of Hydro One’s actual environmental expenditures. In the absence of rate-regulated accounting, 
2013 operation, maintenance and administration expenses would have been higher by $23 million (2012 – lower by 
$1 million). In addition, 2013 amortization expense would have been lower by $16 million (2012 – $18 million), and 2013 
financing charges would have been higher by $10 million (2012 – $11 million). 
 
Pension Cost Variance 
 
A pension cost variance account was established for Hydro One Networks’ transmission and distribution businesses to track 
the difference between the actual pension expense incurred and estimated pension costs approved by the OEB. The balance in 
this regulatory account reflects the excess of pension costs paid as compared to OEB-approved amounts. In the absence of 
rate-regulated accounting, 2013 revenue would have been lower by $19 million (2012 – $18 million). 
 
OEB Cost Assessment Differential 
 
In April 2010, the OEB announced its decision regarding the Company’s rate application in respect of Hydro One Networks’ 
distribution business for 2010 and 2011. As part of this decision, the OEB also approved the distribution-related OEB Cost 
Assessment Differential Account to record the difference between the amounts approved in rates and actual expenditures with 
respect to the OEB’s cost assessments. 
 
DSC Exemption 
 
In June 2010, Hydro One Networks filed an application with the OEB regarding the OEB’s new cost responsibility rules 
contained in the OEB’s October 2009 Notice of Amendment to the Distribution System Code (DSC), with respect to the 
connection of certain renewable generators that were already connected or that had received a connection impact assessment 
prior to October 21, 2009. The application sought approval to record and defer the unanticipated costs incurred by Hydro One 
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Networks that resulted from the connection of certain renewable generation facilities. The OEB ruled that expenditures for 
identified specific expenditures can be recorded in a deferral account, subject to the OEB’s review at a future date. 
 
Long-Term Project Development Costs 
 
In May 2009, the OEB approved the creation of a deferral account to record Hydro One Networks’ costs of preliminary work 
to advance certain transmission projects identified in the Company’s 2009 and 2010 transmission rate applications. In March 
2010, the OEB issued a decision amending the scope of the account to include the 20 major transmission projects identified 
in the September 2009 request from the Ministry of Energy and Infrastructure. In December 2012, the OEB approved the 
recovery of the December 31, 2012 balance, including accrued interest, to be recovered over a one-year period from 
January 1, 2014 to December 31, 2014. 
 
Rider 2 
 
In April 2006, the OEB approved Hydro One Networks’ distribution-related deferral account balances. The Rider 2 
regulatory asset includes retail settlement and cost variance amounts and distribution low-voltage service amounts, plus 
accrued interest. In December 2012, as part of Hydro One Networks’ 2013 IRM distribution rate application, the OEB 
approved the balance of the Rider 2 regulatory account for disposition as part of Rider 9, including accrued interest, to be 
disposed over a 24-month period from January 1, 2013 to December 31, 2014. 
 
External Revenue Variance 
 
In May 2009, 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. In November 2012, the OEB 
again approved forecasted amounts related to these revenue categories and extended the scope to encompass all other external 
revenues. The external revenue variance account balance reflects the excess of actual external revenues compared to the 
OEB-approved forecasted amounts.  
 
Rider 8 
 
In April 2010, the OEB requested the establishment of deferral accounts which capture the difference between the revenue 
recorded on the basis of Green Energy Plan expenditures incurred and the actual recoveries received.  
 
Retail Settlement Variance Accounts (RSVAs)  
 
Hydro One has deferred certain retail settlement variance amounts under the provisions of Article 490 of the OEB’s 
Accounting Procedures Handbook. In December 2012, the OEB approved the disposition of the total RSVA balance 
accumulated from January 2010 to December 2011, including accrued interest, to be disposed over a 24-month period from 
January 1, 2013 to December 31, 2014. Hydro One has continued to accumulate a net liability in its RSVAs since 
December 31, 2011. 
 
Rider 9 
 
In December 2012, as part of Hydro One Networks’ 2013 IRM distribution rate application, the OEB approved for 
disposition certain distribution-related deferral account balances, including RSVA amounts and balances of Rider 2 and 
Rider 3, accumulated up to December 2011, including accrued interest, to be disposed over a 24-month period from 
January 1, 2013 to December 31, 2014. 
 
PST Savings Deferral Account 
 
The provincial sales tax (PST) and goods and services tax (GST) were harmonized in July 2010. Unlike the GST, the PST 
was included in operation, maintenance and administrative expenses or capital expenditures for past revenue requirements 
approved during a full cost-of-service hearing. Under the harmonized sales tax (HST) regime, the HST included in operation, 
maintenance and administration expenses or capital expenditures is not a cost ultimately borne by the Company and as such, 
a refund of the prior PST element in the approved revenue requirement is applicable, and calculations for tracking and refund 
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were requested by the OEB. For Hydro One Networks’ transmission revenue requirement, PST was included between July 1, 
2010 and December 31, 2010 and recorded in a deferral account, per direction from the OEB. For Hydro One Networks’ 
distribution revenue requirement, PST was included between July 1, 2010 and December 31, 2013 and recorded in a deferral 
account, per direction from the OEB. 
 
Hydro One Brampton Networks Rider 
 
In December 2013, the OEB issued a decision for Hydro One Brampton Networks’ 2014 distribution rates. Included in the 
OEB’s decision was the approval of certain deferral account balances, primarily RSVAs. The OEB ordered that the approved 
balances be aggregated into a single regulatory account and disposed of through a rate rider over a two-year period from 
January 1, 2014 to December 31, 2015. 
 
Rider 3 
 
In December 2008, the OEB approved certain distribution-related deferral account balances, including RSVA amounts, 
deferred tax changes, OEB costs and smart meters. The OEB approved the disposition of the Rider 3 balance accumulated up 
to April 2008, including accrued interest, to be disposed over a 27-month period from February 1, 2009 to April 30, 2011. In 
December 2012, as part of Hydro One Networks’ 2013 IRM distribution rate application, the OEB approved the balance of 
Rider 2 for disposition as part of Rider 9. 
 
Rural and Remote Rate Protection Variance (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. The OEB has 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. At December 31, 2013, the RRRP variance account had a $2 million debit balance, which is 
included in Other regulatory assets. 
 
 
12. DEBT AND CREDIT AGREEMENTS 
 
Short-Term Notes 
 
Hydro One meets its short-term liquidity requirements in part through the issuance of commercial paper under its 
Commercial Paper Program which has a maximum authorized amount of $1,000 million. These short-term notes are 
denominated in Canadian dollars with varying maturities not exceeding 365 days. Hydro One had no commercial paper 
borrowings outstanding as at December 31, 2013 and 2012. 
 
Hydro One has a $1,500 million committed and unused revolving standby credit facility with a syndicate of banks, maturing 
in June 2018. If used, interest on the facility would apply based on Canadian benchmark rates. This credit facility is 
unsecured and supports the Company’s Commercial Paper Program. The Company may use the credit facility for general 
corporate purposes, including meeting short-term funding requirements. The obligation of each lender to make any credit 
extension to the Company under its credit facility is subject to various conditions including, among other things, that no event 
of default has occurred or would result from such credit extension.  
 
Long-Term Debt 
 
The Company issues notes for long-term financing under its Medium-Term Note (MTN) Program. The maximum authorized 
principal amount of notes issuable under this program is $3,000 million. At December 31, 2013, $1,815 million remained 
available for issuance until October 2015. 
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The following table presents the outstanding long-term debt at December 31, 2013 and 2012: 
 
December 31 (millions of Canadian dollars)  2013 2012
5.00% Series 15 notes due 2013  – 600
3.13% Series 19 notes due 20141  750 750
2.95% Series 21 notes due 20151  500 500
Floating-rate Series 22 notes due 20152  50 50
4.64% Series 10 notes due 2016  450 450
Floating-rate Series 27 notes due 20162  50 50
5.18% Series 13 notes due 2017  600 600
2.78% Series 28 notes due 2018  750 –
4.40% Series 20 notes due 2020  300 300
3.20% Series 25 notes due 2022  600 600
7.35% Debentures due 2030  400 400
6.93% Series 2 notes due 2032  500 500
6.35% Series 4 notes due 2034  385 385
5.36% Series 9 notes due 2036  600 600
4.89% Series 12 notes due 2037  400 400
6.03% Series 17 notes due 2039  300 300
5.49% Series 18 notes due 2040  500 500
4.39% Series 23 notes due 2041  300 300
6.59% Series 5 notes due 2043  315 315
4.59% Series 29 notes due 2043  435 –
5.00% Series 11 notes due 2046  325 325
4.00% Series 24 notes due 2051  225 225
3.79% Series 26 notes due 2062  310 310
  9,045 8,460
Add: Unrealized marked-to-market loss1  12 19
Less: Long-term debt payable within one year  (756) (600)
  
Long-term debt  8,301 7,879
1 The unrealized marked-to-market loss relates to $500 million of the Series 19 notes due 2014, and $250 million of the Series 21 notes due 2015. The 

unrealized marked-to-market loss is offset by a $12 million (2012 – $19 million) unrealized marked-to-market gain on the related fixed-to-floating 
interest-rate swap agreements, which are accounted for as fair value hedges. See Note 13 – Fair Value of Financial Instruments and Risk Management for 
details of fair value hedges. 

2 The interest rates of the floating-rate notes are referenced to the 3-month Canadian dollar bankers’ acceptance rate, plus a margin. 

 
In 2013, Hydro One issued $1,185 million (2012 – $1,085 million) of long-term debt under the MTN Program, and repaid the 
$600 million MTN Series 15 notes (2012 – redeemed $600 million MTN Series 3 notes). 
 
The long-term debt is unsecured and denominated in Canadian dollars. The long-term debt is summarized by the number of 
years to maturity in Note 13 – Fair Value of Financial Instruments and Risk Management. 
 
 
13. FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or 
transfer a liability at the measurement date. The fair value definition focuses on an exit price, which is the price that would be 
received in the sale of an asset or the amount that would be paid to transfer a liability.  
 
Hydro One classifies its fair value measurements based on the following hierarchy, as prescribed by the accounting guidance 
for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 
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Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities that Hydro One has the ability 
to access. An active market for the asset or liability is one in which transactions for the asset or liability occur with sufficient 
frequency and volume to provide ongoing pricing information.  
 
Level 2 inputs are those other than quoted market prices that are observable, either directly or indirectly, for an asset or 
liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market, 
quoted prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted market 
prices that are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly 
quoted intervals, volatilities, credit risk and default rates. A Level 2 measurement cannot have more than an insignificant 
portion of the valuation based on unobservable inputs. 
 
Level 3 inputs are any fair value measurements that include unobservable inputs for the asset or liability for more than an 
insignificant portion of the valuation. A Level 3 measurement may be based primarily on Level 2 inputs.  
 
Non-Derivative Financial Assets and Liabilities 
 
At December 31, 2013 and 2012, the Company’s carrying amounts of accounts receivable, due from related parties, cash and 
cash equivalents, bank indebtedness, accounts payable, and due to related parties are representative of fair value because of 
the short-term nature of these instruments. 
 
Fair Value Measurements of Long-Term Debt 
 
The fair values and carrying values of the Company’s long-term debt at December 31, 2013 and 2012 are as follows: 
 

December 31 (millions of Canadian dollars) 
2013

Carrying Value
2013

Fair Value
2012 

Carrying Value 
2012

Fair Value
Long-term debt  
    $500 million of MTN Series 19 notes1 506 506 512 512
    $250 million of MTN Series 21 notes2 256 256 257 257
    Other notes and debentures3 8,295 9,018 7,710 9,188
 9,057 9,780 8,479 9,957

1 The fair value of $500 million of the MTN Series 19 notes subject to hedging is primarily based on changes in the present value of future cash flows due to 
a change in the yield in the swap market for the related swap (hedged risk). 

2 The fair value of $250 million of the MTN Series 21 notes subject to hedging is primarily based on changes in the present value of future cash flows due to 
a change in the yield in the swap market for the related swap (hedged risk). 

3 The fair value of other notes and debentures, and the portions of the MTN Series 19 notes and the MTN Series 21 notes that are not subject to hedging, 
represents the market value of the notes and debentures and is based on unadjusted period-end market prices for the same or similar debt of the same 
remaining maturities. 

 
Fair Value Measurements of Derivative Instruments 
 
At December 31, 2013, the Company had interest-rate swaps totaling $750 million (2012 – $750 million) that were used to 
convert fixed-rate debt to floating-rate debt. These swaps are classified as fair value hedges. The Company’s fair value hedge 
exposure was equal to about 8% (2012 – 9%) of its total long-term debt of $9,057 million (2012 – $8,479 million). At 
December 31, 2013, the Company had the following interest-rate swaps designated as fair value hedges: 
 

(a) two $250 million fixed-to-floating interest-rate swap agreements to convert $500 million of the $750 million MTN 
Series 19 notes maturing November 19, 2014 into three-month variable rate debt; and 

 
(b) two $125 million fixed-to-floating interest-rate swap agreements to convert $250 million of the $500 million MTN 

Series 21 notes maturing September 11, 2015 into three-month variable rate debt. 
 
At December 31, 2013, the Company also had interest-rate swaps with a total notional value of $900 million (2012 – 
$900 million) classified as undesignated contracts. The undesignated contracts consist of the following interest-rate swaps: 
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(c) three $250 million floating-to-fixed interest-rate swap agreements that lock in the floating rate the Company pays on a 
portion of the above fixed-to-floating interest-rate swaps from December 11, 2013 to December 11, 2014, from 
February 19, 2013 to February 19, 2014, and from February 19, 2014 to November 19, 2014;  

 
(d) two $50 million floating-to-fixed interest-rate swap agreements that lock in the floating rate the Company pays on the 

$50 million floating-rate MTN Series 22 notes from January 24, 2013 to January 24, 2014, and from January 24, 2014 
to January 24, 2015; and 

 
(e) a $50 million floating-to-fixed interest-rate swap agreement that locks in the floating rate the Company pays on the 

$50 million floating-rate MTN Series 27 notes from December 3, 2013 to December 3, 2014. 
  
Fair Value Hierarchy 
 
The fair value hierarchy of financial assets and liabilities at December 31, 2013 and 2012 is as follows: 
 
 
December 31, 2013 (millions of Canadian dollars) 

Carrying 
Value 

Fair 
 Value 

 
Level 1 

 
Level 2 

 
Level 3

Assets:  
    Cash and cash equivalents 565 565 565 – – 
    Investment 251 251 – 251 – 
    Derivative instruments      
        Fair value hedges – interest-rate swaps 12 12 – 12 – 
 828 828 565 263 –
  

Liabilities:      
    Bank indebtedness 31 31 31 – – 
    Long-term debt 9,057 9,780 – 9,780 – 
     9,088 9,811 31 9,780 –

 
 
December 31, 2012 (millions of Canadian dollars) 

Carrying 
Value 

Fair 
 Value 

 
Level 1 

 
Level 2 

 
Level 3

Assets:  
    Cash and cash equivalents 195 195 195 – – 
    Investment 251 251 – 251 – 
    Derivative instruments      
        Fair value hedges – interest-rate swaps 19 19 – 19 – 
 465 465 195 270 –
  

Liabilities:      
    Bank indebtedness 42 42 42 – – 
    Long-term debt 8,479 9,957 – 9,957 – 
     8,521 9,999 42 9,957 –

 
Cash and cash equivalents include cash and short-term investments. At December 31, 2013, short-term investments consisted 
of bankers’ acceptances and money market funds totaling $515 million (2012 – $195 million). The carrying values are 
representative of fair value because of the short-term nature of these instruments. 
 
The investment represents the Province of Ontario Floating-Rate Notes maturing in November 2014. The fair value of the 
investment is determined using inputs other than quoted prices that are observable for the asset, with unrecognized gains or 
losses recognized in financing charges. The Company obtains quotes from an independent third party for the fair value of the 
investment, who uses the market price of similar securities adjusted for changes in observable inputs such as maturity dates 
and interest rates. 
 

F-108



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

The fair value of the derivative instruments is determined using inputs other than quoted prices that are observable for these 
assets. The fair value is primarily based on the present value of future cash flows using a swap yield curve to determine the 
assumptions for interest rates. 
 
The fair value of the hedged portion of the long-term debt is primarily based on the present value of future cash flows using a 
swap yield curve to determine the assumption for interest rates. The fair value of the unhedged portion of the long-term debt 
is based on unadjusted period-end market prices for the same or similar debt of the same remaining maturities. 
 
There were no significant transfers between any of the fair value levels during the years ended December 31, 2013 and 2012.  
 
Risk Management 
 
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 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 would be hedged back to Canadian dollars consistent with its risk management policy. 
Hydro One is exposed to fluctuations in interest rates as the regulated rate of return for the Company’s Transmission and 
Distribution Businesses is derived using a formulaic approach that 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 forecasted 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 the 
Transmission Business’ annual results of operations by approximately $19 million (2012 – $18 million) and Hydro One 
Networks’ distribution business’ annual results of operations by approximately $10 million (2012 – $10 million). 
 
The Company uses a combination of fixed and variable-rate debt to manage the mix of its debt portfolio. The Company also 
uses derivative financial instruments to manage interest-rate risk. The Company utilizes interest-rate swaps, which are 
typically designated as fair value hedges, as a means to manage its interest rate exposure to achieve a lower cost of debt. In 
addition, the Company may utilize interest-rate derivative instruments to lock in interest rate levels in anticipation of future 
financing. Hydro One may also 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. 
Such arrangements are typically designated as cash flow hedges. No cash flow hedge agreements were in existence as at 
December 31, 2013 or 2012. 
 
A hypothetical 10% increase in the interest rates associated with variable-rate debt would not have resulted in a significant 
decrease in Hydro One’s results of operations for the years ended December 31, 2013 or 2012. 
 
Fair Value Hedges 
 
For derivative instruments that are designated and qualify as fair value hedges, the gain or loss on the derivative as well as 
the offsetting loss or gain on the hedged item attributable to the hedged risk are recognized in the Consolidated Statements of 
Operations and Comprehensive Income. The net unrealized loss (gain) on the hedged debt and the related interest-rate swaps 
for the years ended December 31, 2013 and 2012 are included in financing charges as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Unrealized loss (gain) on hedged debt  (8) (14)
Unrealized loss (gain) on fair value interest-rate swaps  8 14
Net unrealized loss (gain)  – –
 
At December 31, 2013, Hydro One had $750 million (2012 – $750 million) of notional amounts of fair value hedges 
outstanding related to interest-rate swaps, with assets at fair value of $12 million (2012 – $19 million). During the years 
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ended December 31, 2013 and 2012, there was no significant impact on the results of operations as a result of any 
ineffectiveness attributable to fair value hedges. 
 
Credit Risk 
 
Financial assets create a risk that a counterparty will fail to discharge an obligation, causing a financial loss. At December 31, 
2013 and 2012, 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 single customer. At December 31, 2013 and 2012, there was no significant accounts receivable balance due 
from any single customer.  
 
At December 31, 2013, the Company’s provision for bad debts was $36 million (2012 – $23 million). Adjustments and write-
offs were determined on the basis of a review of overdue accounts, taking into consideration historical experience. At 
December 31, 2013, approximately 4% of the Company’s net accounts receivable were aged more than 60 days (2012 – 3%).  
 
Hydro One manages its counterparty credit risk through various techniques including: entering into transactions with highly-
rated counterparties; limiting total exposure levels with individual counterparties 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 counterparties. In addition to payment netting language in master agreements, the 
Company establishes credit limits, margining thresholds and collateral requirements for each counterparty. Counterparty 
credit limits are based on an internal credit review that considers a variety of factors, including the results of a scoring model, 
leverage, liquidity, profitability, credit ratings and risk management capabilities. The determination of credit exposure for a 
particular counterparty is the sum of current exposure plus the potential future exposure with that counterparty. The current 
exposure is calculated as the sum of the principal value of money market exposures and the market value of all contracts that 
have a positive marked-to-market position on the measurement date. The Company would offset the positive market values 
against negative values with the same counterparty only where permitted by the existence of a legal netting agreement such 
as an International Swap Dealers Association master agreement. The potential future exposure represents a safety margin to 
protect against future fluctuations of interest rates, currencies, equities, and commodities. It is calculated based on factors 
developed by the Bank of International Settlements, following extensive historical analysis of random fluctuations of interest 
rates and currencies. To the extent that a counterparty’s margining thresholds are exceeded, the counterparty is required to 
post collateral with the Company as specified in each agreement. The Company monitors current and forward credit exposure 
to counterparties both on an individual and an aggregate basis. The Company’s credit risk for accounts receivable is limited 
to the carrying amounts on the Consolidated Balance Sheets.  
 
Derivative financial instruments result in exposure to credit risk since there is a risk of counterparty default. The credit 
exposure of derivative contracts, before collateral, is represented by the fair value of contracts at the reporting date. At 
December 31, 2013, the counterparty credit risk exposure on the fair value of these interest-rate swap contracts was 
$14 million (2012 – $22 million). At December 31, 2013, Hydro One’s credit exposure for all derivative instruments, and 
applicable payables and receivables, had a credit rating of investment grade, with four financial institutions as the 
counterparties. The credit exposure of three of the four counterparties accounted for more than 10% of the total credit 
exposure of derivative contracts. 
 
Liquidity Risk 
 
Liquidity risk refers to the Company’s ability to meet its financial obligations as they come due. Hydro One meets its short-
term liquidity requirements using cash and cash equivalents on hand, funds from operations, the issuance of commercial 
paper, the revolving standby credit facility of $1,500 million, and by holding Province of Ontario Floating-Rate Notes. The 
short-term liquidity under the Commercial Paper Program, the holding of Province of Ontario Floating-Rate Notes and 
anticipated levels of funds from operations should be sufficient to fund normal operating requirements. 

 
At December 31, 2013, accounts payable and accrued liabilities in the amount of $795 million (2012 – $722 million) were 
expected to be settled in cash at their carrying amounts within the next 12 months. 
 

F-110



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

At December 31, 2013, Hydro One had issued long-term debt in the principal amount of $9,045 million (2012 – 
$8,460 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 Long-term Debt Interest Payments 
Weighted Average

Interest Rate 

Years to Maturity (millions of Canadian dollars) (millions of Canadian dollars) (%) 
1 year 750 422 3.1
2 years 550 398 2.8
3 years 500 372 4.3
4 years 600 361 5.2
5 years 750 330 2.8
 3,150 1,883 3.6
6 – 10 years 900 1,470 3.6
Over 10 years 4,995 4,281 5.5
 9,045 7,634 4.7
 
 
14. 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, preferred shares, long-term debt, and cash and 
cash equivalents. At December 31, 2013 and 2012, the Company’s capital structure was as follows: 
 
December 31 (millions of Canadian dollars)  2013 2012
Long-term debt payable within one year  756 600
Less: cash and cash equivalents  565 195
  191 405
  
Long-term debt  8,301 7,879
  
Preferred shares  323 323
  
Common shares  3,314 3,314
Retained earnings  3,787 3,202
  7,101 6,516
 
Total capital 15,916 15,123
 
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, 2013 and 
2012, Hydro One was in compliance with all of these covenants and limitations. 
 
 
15. PENSION AND POST-RETIREMENT AND POST-EMPLOYMENT BENEFITS 
 
Hydro One has a defined benefit pension plan, a supplementary pension plan, and post-retirement and post-employment 
benefit plans. The defined benefit pension plan (Pension Plan) is contributory and covers all regular employees of Hydro One 
and its subsidiaries, except Hydro One Brampton Networks. Employees of Hydro One Brampton Networks participate in the 
OMERS plan, a multiemployer public sector pension fund. The supplementary pension plan provides members of the 
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Pension Plan with benefits that would have been earned and payable under the Pension Plan but for the limitations imposed 
by the Income Tax Act (Canada). The supplementary pension plan obligation is included with other post-retirement and post-
employment benefit obligations on the Consolidated Balance Sheets. 
 
The OMERS Plan 
 
Hydro One contributions to the OMERS plan for the year ended December 31, 2013 were $2 million (2012 – $2 million). 
Company contributions payable at December 31, 2013 and included in accrued liabilities on the Consolidated Balance Sheets 
were $0.2 million (2012 – $0.2 million). Hydro One contributions do not represent more than 5% of total contributions to the 
OMERS plan, as indicated in OMERS’s most recently available annual report for the year ended December 31, 2012. 
 
At December 31, 2012, the OMERS plan was 85.6% funded, with an unfunded liability of $9,924 million. This unfunded 
liability will likely result in future payments by participating employers and members. Hydro One future contributions could 
be increased substantially if other entities withdraw from the plan.  
 
Pension Plan, Post-Retirement and Post-Employment Plans 
 
The 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-
represented staff hired after November 17, 2005, benefits are based on highest five-year average pensionable earnings. After 
retirement, pensions are indexed to inflation.  
 
Company and employee contributions to the Pension Plan are based on actuarial valuations performed at least every three 
years. Annual Pension Plan contributions for 2013 of $160 million (2012 – $163 million) were based on an actuarial 
valuation effective December 31, 2011 and the level of 2013 pensionable earnings. Estimated annual Pension Plan 
contributions for 2014 are approximately $160 million, based on the December 31, 2011 valuation and the projected level of 
pensionable earnings. 
 
Hydro One recognizes the overfunded or underfunded status of the Pension Plan, and post-retirement and post-employment 
benefit plans (Plans) as an asset or liability on its Consolidated Balance Sheets, with offsetting regulatory assets and 
liabilities as appropriate. The underfunded benefit obligations for the Plans, in the absence of regulatory accounting, would 
be recognized in AOCI. The impact of changes in assumptions used to measure pension, post-retirement and post-
employment benefit obligations is generally recognized over the expected average remaining service period of the 
employees. The measurement date for the Plans is December 31.  
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Pension Benefits 

Post-Retirement and 
Post-Employment Benefits 

Year ended December 31 (millions of Canadian dollars) 2013 2012 2013 2012
Change in projected benefit obligation  
Projected benefit obligation, beginning of year 6,507 5,461 1,459 1,206
Current service cost 170 123 40 29
Interest cost 278 285 63 63
Reciprocal transfers 1 1 – –
Benefits paid (317) (291) (44) (42)
Net actuarial loss (gain) (63) 928 13 203
Projected benefit obligation, end of year 6,576 6,507 1,531 1,459
 
Change in plan assets  
Fair value of plan assets, beginning of year 4,992 4,682 – –
Actual return on plan assets 887 425 – –
Reciprocal transfers 1 1 – –
Benefits paid (317) (291) – –
Employer contributions 160 163 – –
Employee contributions 30 27 – –
Administrative expenses (22) (15) – –
Fair value of plan assets, end of year 5,731 4,992 – –
  
Unfunded status 845 1,515 1,531 1,459
 
Hydro One presents its benefit obligations and plan assets net on its Consolidated Balance Sheets within the following line 
items: 
  

Pension Benefits 
Post-Retirement and 

Post-Employment Benefits 
December 31 (millions of Canadian dollars) 2013 2012 2013 2012
Accrued liabilities – – 43 43
Pension benefit liability 845 1,515 – –
Post-retirement and post-employment benefit liability – – 1,488 1,416
Unfunded status 845 1,515 1,531 1,459
 
The funded or unfunded status of the pension, post-retirement and post-employment benefit plans refers to the difference 
between the fair value of plan assets and the projected benefit obligations for the Plans. The funded/unfunded status changes 
over time due to several factors, including contribution levels, assumed discount rates and actual returns on plan assets. 
 
The following table provides the projected benefit obligation (PBO), accumulated benefit obligation (ABO) and fair value of 
plan assets for the Pension Plan: 
 
December 31 (millions of Canadian dollars)  2013 2012
PBO  6,576 6,507
ABO  5,998 6,074
Fair value of plan assets  5,731 4,992
 
On an ABO basis, the Pension Plan was funded at 96% at December 31, 2013 (2012 – 82%). On a PBO basis, the Pension 
Plan was funded at 87% at December 31, 2013 (2012 – 77%). The ABO differs from the PBO in that the ABO includes no 
assumption about future compensation levels. 
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Components of Net Periodic Benefit Costs 
 
The following table provides the components of the net periodic benefit costs for the years ended December 31, 2013 and 
2012 for the Pension Plan: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Current service cost, net of employee contributions  141 96
Interest cost  278 285
Expected return on plan assets, net of expenses  (309) (289)
Actuarial loss amortization  175 112
Prior service cost amortization  2 3
Net periodic benefit costs  287 207
  
Charged to results of operations1  72 76
1 The Company follows the cash basis of accounting consistent with the inclusion of pension costs in OEB-approved rates. During the year ended 

December 31, 2013, pension costs of $160 million (2012 – $163 million) were attributed to labour, of which $72 million (2012 – $76 million) was charged 
to operations, and $88 million (2012 – $87 million) was capitalized as part of the cost of property, plant and equipment and intangible assets. 

 
The following table provides the components of the net periodic benefit costs for the years ended December 31, 2013 and 
2012 for the post-retirement and post-employment plans: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Current service cost, net of employee contributions  40 30
Interest cost  63 63
Actuarial loss amortization  27 8
Prior service cost amortization  3 3
Net periodic benefit costs  133 104
  
Charged to results of operations  58 48
 
Assumptions 

 
The measurement of the obligations of the Plans and the costs of providing benefits under the Plans involves various factors, 
including the development of valuation assumptions and accounting policy elections. When developing the required 
assumptions, the Company considers historical information as well as future expectations. The measurement of benefit 
obligations and costs is impacted by several assumptions including the discount rate applied to benefit obligations, the long-
term expected rate of return on plan assets, Hydro One’s expected level of contributions to the Plans, the incidence of 
mortality, the expected remaining service period of plan participants, the level of compensation and rate of compensation 
increases, employee age, length of service, and the anticipated rate of increase of health care costs, among other factors. The 
impact of changes in assumptions used to measure the obligations of the Plans is generally recognized over the expected 
average remaining service period of the plan participants. In selecting the expected rate of return on plan assets, Hydro One 
considers historical economic indicators (including inflation and GDP growth) that impact asset returns, as well as 
expectations regarding future long-term capital market performance, weighted by target asset class allocations. In general, 
equity securities, real estate and private equity investments are forecasted to have higher returns than fixed income securities. 
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The following weighted average assumptions were used to determine the benefit obligations at December 31, 2013 and 2012: 
 
  

Pension Benefits 
Post-Retirement and 

Post-Employment Benefits 
Year ended December 31 2013 2012 2013 2012
Significant assumptions:  
    Weighted average discount rate 4.75% 4.25% 4.75% 4.25%
    Rate of compensation scale escalation (without merit) 2.50% 2.50% 2.50% 2.50%
    Rate of cost of living increase 2.00% 2.00% 2.00% 2.00%
    Rate of increase in health care cost trends1 – – 4.39% 4.39%
1 6.81% per annum in 2014, grading down to 4.39% per annum in and after 2031 (2012 – 6.91% in 2013, grading down to 4.39% per annum in and after 

2031) 
 
The following weighted average assumptions were used to determine the net periodic benefit costs for the years ended 
December 31, 2013 and 2012. Assumptions used to determine current year-end benefit obligations are the assumptions used 
to estimate the subsequent year’s net periodic benefit costs. 
 
Year ended December 31  2013 2012
Pension Benefits:  
    Weighted average expected rate of return on plan assets  6.25% 6.25%
    Weighted average discount rate  4.25% 5.25%
    Rate of compensation scale escalation (without merit)  2.50% 2.50%
    Rate of cost of living increase  2.00% 2.00%
    Average remaining service life of employees (years)  11 11
  
Post-retirement and Post-Employment Benefits:  
    Weighted average discount rate  4.25% 5.25%
    Rate of compensation scale escalation (without merit)  2.50% 2.50%
    Rate of cost of living increase  2.00% 2.00%
    Average remaining service life of employees (years)  11 11
    Rate of increase in health care cost trends1  4.39% 4.41%
1 6.91% per annum in 2013, grading down to 4.39% per annum in and after 2031 (2012 – 7.03% in 2012, grading down to 4.41% per annum in and after 

2031) 
 
The discount rate used to determine the current year pension obligation and the subsequent year’s net periodic benefit costs is 
based on a yield curve approach. Under the yield curve approach, expected future benefit payments for each plan are 
discounted by a rate on a third party bond yield curve corresponding to each duration. The yield curve is based on AA long-
term corporate bonds. A single discount rate is calculated that would yield the same present value as the sum of the 
discounted cash flows. 
 
The effect of 1% change in health care cost trends on the projected benefit obligation for the post-retirement and post-
employment benefits at December 31, 2013 and 2012 is as follows: 
 
December 31 (millions of Canadian dollars)  2013 2012
Projected benefit obligation:  
    Effect of 1% increase in health care cost trends  258 246
    Effect of 1% decrease in health care cost trends  (200) (191)
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The effect of 1% change in health care cost trends on the service cost and interest cost for the post-retirement and post-
employment benefits for the years ended December 31, 2013 and 2012 is as follows: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Service cost and interest cost:  
    Effect of 1% increase in health care cost trends  21 17
    Effect of 1% decrease in health care cost trends  (16) (13)
 
The following approximate life expectancies were used in the mortality assumptions to determine the projected benefit 
obligations for the pension and post-retirement and post-employment plans at December 31, 2013 and 2012: 
 

December 31, 2013 December 31, 2012 
Life expectancy at 65 for a member currently at Life expectancy at 65 for a member currently at 

Age 65 Age 45 Age 65 Age 45 
Male Female Male Female Male Female Male Female 
23 25 24 26 20 22 21 23 

 
Estimated Future Benefit Payments 
 
At December 31, 2013, estimated future benefit payments by the Company to Plan participants were: 
 
 
(millions of Canadian dollars) 

 
Pension Benefits 

Post-Retirement and 
Post-Employment Benefits 

2014 310 54
2015 319 57
2016 327 59
2017 335 62
2018 343 65
2019 through to 2023 1,698 370
Total estimated future benefit payments through to 2023 3,332 667
 
Components of Regulatory Assets 
 
A portion of actuarial gains and losses and prior service costs is recorded within regulatory assets on Hydro One’s 
Consolidated Balance Sheets to reflect the expected regulatory inclusion of these amounts in future rates, which would 
otherwise be recorded in OCI. The following table provides the actuarial gains and losses and prior service costs recorded 
within regulatory assets: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Pension Benefits:  
    Actuarial loss (gain) for the year  (619) 807
    Actuarial loss amortization  (175) (112)
    Prior service cost amortization  (2) (3)
      (796) 692
  
Post-Retirement and Post-Employment Benefits:  
    Actuarial loss for the year  13 203
    Actuarial loss amortization  (27) (8)
    Prior service cost amortization  (3) (3)
      (17) 192
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The following table provides the components of regulatory assets that have not been recognized as components of net 
periodic benefit costs for the years ended December 31, 2013 and 2012: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Pension Benefits:  
    Prior service cost  3 5
    Actuarial loss  842 1,510
      845 1,515
  
Post-Retirement and Post-Employment Benefits:  
    Prior service cost  2 5
    Actuarial loss  306 315
      308 320
 
The following table provides the components of regulatory assets at December 31 that are expected to be amortized as 
components of net periodic benefit costs in the following year: 
 
  

Pension Benefits 
Post-Retirement and 

Post-Employment Benefits 
December 31 (millions of Canadian dollars) 2013 2012 2013 2012
    Prior service cost 2 2 2 3
    Actuarial loss 103 175 15 17
 105 177 17 20
 
Pension Plan Assets 
 
Investment Strategy 
 
On a regular basis, Hydro One evaluates its investment strategy to ensure that plan assets will be sufficient to pay Pension 
Plan benefits when due. As part of this ongoing evaluation, Hydro One may make changes to its targeted asset allocation and 
investment strategy. The Pension Plan is managed at a net asset level. The main objective of the Pension Plan is to sustain a 
certain level of net assets in order to meet the pension obligations of the Company. The Pension Plan fulfills its primary 
objective by adhering to specific investment policies outlined in its Summary of Investment Policies and Procedures (SIPP), 
which is reviewed and approved by the Investment-Pension Committee of Hydro One’s Board of Directors. The Company 
manages net assets by engaging knowledgeable external investment managers who are charged with the responsibility of 
investing existing funds and new funds (current year’s employee and employer contributions) in accordance with the 
approved SIPP. The performance of the managers is monitored through a governance structure. Increases in net assets are a 
direct result of investment income generated by investments held by the Pension Plan and contributions to the Pension Plan 
by eligible employees and by the Company. The main use of net assets is for benefit payments to eligible Pension Plan 
members.  
 
Pension Plan Asset Mix 
 
At December 31, 2013, the Pension Plan target asset allocations and weighted average asset allocations were as follows: 
 
 Target Allocation (%) Pension Plan Assets (%)
Equity securities 60.0 67.8
Debt securities 35.0 32.2
Other 1 5.0 0.0
 100.0 100.0
1 Other investments include real estate and infrastructure investments. 
 
At December 31, 2013, the Pension Plan held $15 million of Hydro One corporate bonds (2012 – $20 million) and 
$217 million of debt securities of the Province (2012 – $243 million). 
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Concentrations of Credit Risk 
 
Hydro One evaluated its Pension Plan’s asset portfolio for the existence of significant concentrations of credit risk as at 
December 31, 2013 and 2012. Concentrations that were evaluated include, but are not limited to, investment concentrations 
in a single entity, concentrations in a type of industry, and concentrations in individual funds. At December 31, 2013 and 
2012, there were no significant concentrations (defined as greater than 10% of plan assets) of risk in the Pension Plan’s 
assets. 
 
The Pension Plan manages its counterparty credit risk with respect to bonds by investing in investment-grade and 
government bonds and with respect to derivative instruments by transacting only with financial institutions rated at least 
“A+” by Standard and Poor’s, Dominion Bond Rating Service, and Fitch Ratings, and “A1” by Moody’s Investors Service 
Inc., and also by utilizing exposure limits to each counterparty and ensuring that exposure is diversified across counterparties. 
The risk of default on transactions in listed securities is considered minimal, as the trade will fail if either party to the 
transaction does not meet its obligation. 
 
Fair Value Measurements 
 
The following tables present the Pension Plan assets measured and recorded at fair value on a recurring basis and their level 
within the fair value hierarchy at December 31, 2013 and 2012: 
 
December 31, 2013 (millions of Canadian dollars) Level 1 Level 2 Level 3 Total
Pooled funds 1 16 117 134
Cash and cash equivalents 150 – – 150
Short-term securities – 180 – 180
Real estate – – 2 2
Corporate shares – Canadian 943 – – 943
Corporate shares – Foreign 2,708 – – 2,708
Bonds and debentures – Canadian  – 1,416 – 1,416
Bonds and debentures – Foreign – 186 – 186
Total fair value of plan assets1 3,802 1,798 119 5,719
1 At December 31, 2013, the total fair value of Pension Plan assets excludes $19 million of interest and dividends receivable, and $7 million relating to 

accruals for pension administration expense. 
 
December 31, 2012 (millions of Canadian dollars) Level 1 Level 2 Level 3 Total
Pooled funds 2 15 104 121
Cash and cash equivalents 125 – – 125
Short-term securities – 100 – 100
Real estate – – 2 2
Corporate shares – Canadian 920 – – 920
Corporate shares – Foreign 2,077 – – 2,077
Bonds and debentures – Canadian  – 1,643 – 1,643
Total fair value of plan assets1 3,124 1,758 106 4,988
1 At December 31, 2012, the total fair value of Pension Plan assets excludes $16 million of interest and dividends receivable, $4 million relating to accruals 

for pending sales transactions, and $8 million relating to accruals for pension administration expense. 
 
See Note 13 – Fair Value of Financial Instruments and Risk Management for a description of levels within the fair value 
hierarchy. 
 
Changes in the Fair Value of Financial Instruments Classified in Level 3 
 
The following table summarizes the changes in fair value of financial instruments classified in Level 3 for the years ended 
December 31, 2013 and 2012. The Pension Plan classifies financial instruments as Level 3 when the fair value is measured 
based on at least one significant input that is not observable in the markets or due to lack of liquidity in certain markets. The 
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gains and losses presented in the table below may include changes in fair value based on both observable and unobservable 
inputs. 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Fair value, beginning of year  106 167
Realized and unrealized gains  23 5
Purchases  – 6
Sales and disbursements  (10) (72)
Fair value, end of year  119 106
 
There have been no material transfers into or out of Level 3 of the fair value hierarchy. 
 
The Company performs sensitivity analysis for fair value measurements classified in Level 3, substituting the unobservable 
inputs with one or more reasonably possible alternative assumptions. These sensitivity analyses resulted in negligible changes 
in the fair value of financial instruments classified in this level. 
 
Valuation Techniques Used to Determine Fair Value 
 
Pooled Funds 
 
The pooled fund category mainly consists of private equity investments. Private equity investments represent private equity 
funds that invest in operating companies that are not publicly traded on a stock exchange. Investment strategies in private 
equity include limited partnerships in businesses that are characterized by high internal growth and operational efficiencies, 
venture capital, leveraged buyouts and special situations such as distressed investments. Private equity valuations are 
reported by the fund manager and are based on the valuation of the underlying investments which includes inputs such as 
cost, operating results, discounted future cash flows and market-based comparable data. Since these valuation inputs are not 
highly observable, private equity investments have been categorized as Level 3 within pooled funds. 
 
Cash Equivalents 
 
Demand cash deposits held with banks and cash held by the investment managers are considered cash equivalents and are 
included in the fair value measurements hierarchy as Level 1. 
 
Short-Term Securities 
 
Short-term securities are valued at cost plus accrued interest, which approximates fair value due to their short-term nature. 
Short-term securities have been categorized as Level 2. 
 
Real Estate 
 
Real estate investments represent private equity investments in holding companies that invest in real estate properties. The 
investments in the holding companies are valued using net asset values reported by the fund manager. Real estate investments 
are categorized as Level 3.  
 
Corporate Shares 
 
Corporate shares are valued based on quoted prices in active markets and are categorized as Level 1. Investments 
denominated in foreign currencies are translated into Canadian currency at year-end rates of exchange. 
 
Bonds and Debentures 
 
Bonds and debentures are presented at published closing trade quotations, and are categorized as Level 2. 
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16. ENVIRONMENTAL LIABILITIES 
 

The following tables show the movements in environmental liabilities for the years ended December 31, 2013 and 2012: 
 
Year ended December 31, 2013 (millions of Canadian dollars) PCB LAR Total
Environmental liabilities, January 1 197 52 249
Interest accretion 9 1 10
Expenditures (2) (14) (16)
Revaluation adjustment (3) 26 23
Environmental liabilities, December 31 201 65 266
Less: current portion 15 12 27
 186 53 239
 
Year ended December 31, 2012 (millions of Canadian dollars) PCB LAR Total
Environmental liabilities, January 1 199 58 257
Interest accretion 9 2 11
Expenditures (8) (10) (18)
Revaluation adjustment (3) 2 (1)
Environmental liabilities, December 31 197 52 249
Less: current portion 13 9 22
 184 43 227
 
The following tables show the reconciliation between the undiscounted basis of the environmental liabilities and the amount 
recognized on the Consolidated Balance Sheets after factoring in the discount rate: 
 
December 31, 2013 (millions of Canadian dollars) PCB LAR Total
Undiscounted environmental liabilities 237 68 305
Less: discounting accumulated liabilities to present value 36 3 39
Discounted environmental liabilities 201 65 266
 
December 31, 2012 (millions of Canadian dollars) PCB LAR Total
Undiscounted environmental liabilities 233 54 287
Less: discounting accumulated liabilities to present value 36 2 38
Discounted environmental liabilities 197 52 249
 
At December 31, 2013, the estimated future environmental expenditures were as follows: 
 
(millions of Canadian dollars)  
2014  27
2015  28
2016  35
2017  23
2018  22
Thereafter  170
  305
 
At December 31, 2013, of the total estimated future environmental expenditures, $237 million relates to PCBs (2012 – 
$233 million) and $68 million relates to LAR (2012 – $54 million). 
 
Hydro One records a liability for the estimated future expenditures for the contaminated LAR and for the phase-out and 
destruction of PCB-contaminated mineral oil removed from electrical equipment. There are uncertainties in estimating future 
environmental costs due to potential external events such as changes in legislation or regulations, and advances in 
remediation technologies. In determining the amounts to be recorded as environmental liabilities, the Company estimates the 
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in order to generate future cash flow information. A long-term inflation rate assumption of approximately 2% has been used 
to express these current cost estimates as estimated future expenditures. Future expenditures have been discounted using 
factors ranging from approximately 3.3% to 6.3%, depending on the appropriate rate for the period when expenditures are 
expected to be incurred. All factors used in estimating the Company’s environmental liabilities represent management’s best 
estimates of the present value of 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, with respect to 
the PCB environmental liability, 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. Environmental liabilities 
are reviewed annually or more frequently if significant changes in regulations or other relevant factors occur. Estimate 
changes are accounted for prospectively. The Company records a regulatory asset reflecting the expectation that future 
environmental costs will be recoverable in rates. 
 
PCBs 
 
In September 2008, Environment Canada published regulations governing the management, storage and disposal of PCBs, 
enacted under the Canadian Environmental Protection Act, 1999. The regulations impose timelines for disposal of PCBs 
based on certain criteria, including type of equipment, in-use status, and PCB-contamination thresholds. Under these 
regulations and Hydro One’s approved end-of-use extension, PCBs in concentrations of 500 parts per million (ppm) or more 
have to be disposed of by the end of 2014, with the exception of specifically exempted equipment, and PCBs in 
concentrations greater than 50 ppm and less than 500 ppm, or greater than 50 ppm for pole-top transformers, pole-top 
auxiliary electrical equipment and light ballasts, must be disposed of by the end of 2025. Management judges that the 
Company currently has very few PCB-contaminated assets in excess of 500 ppm. Contaminated equipment will generally be 
replaced, or will be decontaminated by removing PCB-contaminated insulating oil and retro filling with replacement oil that 
contains PCBs in concentrations of less than 2 ppm. 
 
The Company’s best estimate of the total estimated future expenditures to comply with current PCB regulations is 
$237 million. These expenditures are expected to be incurred over the period from 2014 to 2025. As a result of its annual 
review of environmental liabilities, the Company recorded a revaluation adjustment in 2013 to reduce the PCB environmental 
liability by $3 million (2012 – $3 million). 
 
LAR 
 
The Company’s best estimate of the total estimated future expenditures to complete its LAR program is $68 million. These 
expenditures are expected to be incurred over the period from 2014 to 2022. As a result of its annual review of environmental 
liabilities, the Company recorded a revaluation adjustment in 2013 to increase the LAR environmental liability by 
$26 million (2012 – $2 million). 
 
 
17. ASSET RETIREMENT OBLIGATIONS 
 
Hydro One records a liability for the estimated future expenditures for the removal and disposal of asbestos-containing 
materials installed in some of its facilities and for the decommissioning of specific switching stations located on unowned 
sites. AROs, which represent legal obligations associated with the retirement of certain tangible long-lived assets, are 
computed as the present value of the projected expenditures for the future retirement of specific assets and are recognized in 
the period in which the liability is incurred, if a reasonable estimate of fair value can be made. If the asset remains in service 
at the recognition date, the present value of the liability is added to the carrying amount of the associated asset in the period 
the liability is incurred and this additional carrying amount is depreciated over the remaining life of the asset. If an ARO is 
recorded in respect of an out-of-service asset, the asset retirement cost is charged to results of operations. Subsequent to the 
initial recognition, the liability is adjusted for any revisions to the estimated future cash flows associated with the ARO, 
which can occur due to a number of factors including, but not limited to, cost escalation, changes in technology applicable to 
the assets to be retired, changes in legislation or regulations, as well as for accretion of the liability due to the passage of time 
until the obligation is settled. Depreciation expense is adjusted prospectively for any increases or decreases to the carrying 
amount of the associated asset. 
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In determining the amounts to be recorded as AROs, the Company estimates the current fair value for 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 expenditures have been discounted using factors ranging from 
approximately 3.0% to 5.0%, depending on the appropriate rate for the period when expenditures are expected to be incurred. 
All factors used in estimating the Company’s AROs represent management’s best estimates of the cost 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. AROs are reviewed annually or more frequently if significant changes in regulations or 
other relevant factors occur. Estimate changes are accounted for prospectively. 
 
At December 31, 2013, Hydro One had recorded AROs of $14 million (2012 – $15 million), consisting of $7 million (2012 – 
$7 million) related to the estimated future expenditures associated with the removal and disposal of asbestos-containing 
materials installed in some of its facilities, as well as $7 million (2012 – $8 million) related to the future decommissioning 
and removal of two switching stations. The amount of interest recorded is nominal and there have been no significant 
expenditures associated with these obligations in 2013.  
 
 
18. SHARE CAPITAL 
 
Preferred Shares 
 
The Company has 12,920,000 issued and outstanding 5.5% cumulative preferred shares with a redemption value of $25 per 
share or $323 million total value. The Company is authorized to issue an unlimited number of preferred shares. 
 
The Company’s preferred shares are entitled to an annual cumulative dividend of $18 million, or $1.375 per share, which is 
payable on a quarterly basis. The preferred shares are not subject to mandatory redemption (except on liquidation) but are 
redeemable in certain circumstances. The shares are redeemable at the option of the Province at the redemption 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 the 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.  
 
These preferred shares have conditions for their redemption that are outside the control of the Company because the Province 
can exercise its right to redeem in the event of change in ownership without approval of the Company’s Board of Directors. 
Because the conditional redemption feature is outside the control of the Company, the preferred shares are classified outside 
of Shareholder’s Equity on the Consolidated Balance Sheets. Management believes that it is not probable that the preferred 
shares will become redeemable. No adjustment to the carrying value of the preferred shares has been recognized at 
December 31, 2013. If it becomes probable in the future that the preferred shares will be redeemed, the redemption value 
would be adjusted. 
 
Common Shares 
 
The Company has 100,000 issued and outstanding common shares. The Company is authorized to issue an unlimited number 
of common shares. 
 
Common share dividends are declared at the sole discretion of the Hydro One Board of Directors, and are recommended by 
management based on results of operations, maintenance of the deemed regulatory capital structure, financial conditions, 
cash requirements, and other relevant factors, such as industry practice and shareholder expectations.  
 

F-122



HYDRO ONE INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
For the years ended December 31, 2013 and 2012 
 
 

 
 

Earnings per Share 
 
Earnings per share is calculated as net income for the year, after cumulative preferred dividends, divided by the weighted 
average number of common shares outstanding during the year. 
 
 
19. DIVIDENDS 
 
In 2013, preferred share dividends in the amount of $18 million (2012 – $18 million) and common share dividends in the 
amount of $200 million (2012 – $352 million) were declared.  
 
 
20. RELATED PARTY TRANSACTIONS 
 
Hydro One is owned by the Province. The OEFC, IESO, Ontario Power Authority (OPA), Ontario Power Generation Inc. 
(OPG) and the OEB are related parties to Hydro One because they are controlled or significantly influenced by the Province.  
 
Hydro One receives revenues for transmission services from the IESO, based on OEB-approved uniform transmission rates. 
Transmission revenues include $1,509 million (2012 – $1,474 million) related to these services. Hydro One receives amounts 
for rural rate protection from the IESO. Distribution revenues include $127 million (2012 – $127 million) related to this 
program. Hydro One also receives revenues related to the supply of electricity to remote northern communities from the 
IESO. Distribution revenues include $33 million (2012 – $28 million) related to these services. 
 
In 2013, Hydro One purchased power in the amount of $2,477 million (2012 – $2,392 million) from the IESO-administered 
electricity market; $15 million (2012 – $10 million) from OPG; and $8 million (2012 – $7 million) from power contracts 
administered by the 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 transmitters. In 2013, Hydro One incurred $12 million (2012 – $11 million) in OEB fees. 
 
Hydro One has service level agreements with OPG. These services include field, engineering, logistics and 
telecommunications services. In 2013, revenues related to the provision of construction and equipment maintenance services 
with respect to these service level agreements were $9 million (2012 – $10 million), primarily for the Transmission Business. 
Operation, maintenance and administration costs related to the purchase of services with respect to these service level 
agreements were $1 million in 2013 (2012 – $2 million). 
 
The OPA funds substantially all of the Company’s conservation and demand management programs. The funding includes 
program costs, incentives, and management fees. In 2013, Hydro One received $34 million (2012 – $39 million) from the 
OPA related to these programs.  
 
Hydro One pays a $5 million annual fee to the OEFC for indemnification against adverse claims in excess of $10 million 
paid by the OEFC with respect to certain of Ontario Hydro’s businesses transferred to Hydro One on April 1, 1999. 
 
PILs and payments in lieu of property taxes are paid to the OEFC, and dividends are paid to the Province. 
 
Sales to and purchases from related parties occur at normal market prices or at a proxy for fair value based on the 
requirements of the OEB’s Affiliate Relationships Code. Outstanding balances at period end are interest free and settled in 
cash.  
 
At December 31, 2013, the Company held $250 million in Province of Ontario Floating-Rate Notes with a fair value of 
$251 million (2012 – $251 million). 
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The amounts due to and from related parties as a result of the transactions referred to above are as follows: 
 
December 31 (millions of Canadian dollars)  2013 2012
Due from related parties  197 154
Due to related parties1  (230) (261)
Investment  251 251
1 Included in due to related parties at December 31, 2013 are amounts owing to the IESO in respect of power purchases of $217 million (2012 – $199 million).  
 

 
21. CONSOLIDATED STATEMENTS OF CASH FLOWS 
 
The changes in non-cash balances related to operations consist of the following: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Accounts receivable  (78) (30)
Due from related parties  (43) 2
Materials and supplies  – 2
Other assets  (5) (4)
Accounts payable  (60) (5)
Accrued liabilities  150 10
Due to related parties  (31) (85)
Accrued interest  5 10
Long-term accounts payable and other liabilities  (11) 13
Post-retirement and post-employment benefit liability  84 56
  11 (31)
 
Capital Expenditures 
 
The following table illustrates the reconciliation between investments in property, plant and equipment and the amount 
presented in the Consolidated Statements of Cash Flows after factoring in the net change in related accruals: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Capital investments in property, plant and equipment  (1,312) (1,363)
Net change in accruals included in capital investments in property, plant and equipment (21) (10)
Capital expenditures – property, plant and equipment  (1,333) (1,373)
 
The following table illustrates the reconciliation between investments in intangible assets and the amount presented in the 
Consolidated Statements of Cash Flows after factoring in the net change in related accruals: 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Capital investments in intangible assets  (82) (91)
Net change in accruals included in capital investments in intangible assets  3 1
Capital expenditures – intangible assets  (79) (90)
 
Supplementary Information 
 
Year ended December 31 (millions of Canadian dollars)  2013 2012
Net interest paid  395 411
PILs  138 197
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22. 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 will not have a material adverse effect on the Company’s consolidated 
financial position, results of operations or cash flows.  
 
Transfer of Assets 
 
The transfer orders by which the Company acquired certain of Ontario Hydro’s businesses as of April 1, 1999 did not transfer 
title to some assets located on Reserves (as defined in the Indian Act (Canada)). Currently, the OEFC holds these assets. 
Under the terms of the transfer orders, the Company is required to manage these assets until it has obtained all consents 
necessary to complete the transfer of title of these assets to itself. The Company cannot predict the aggregate amount that it 
may have to pay, either on an annual or one-time basis, to obtain the required consents. In 2013, the Company paid 
approximately $2 million (2012 – $1 million) in respect of these consents. If the Company cannot obtain the required 
consents, the OEFC will continue to hold these assets for an indefinite period of time. If the Company cannot reach a 
satisfactory settlement, it may have to relocate these assets 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 the Company’s results of operations if the Company is not able to recover them in future 
rate orders.  
 
 
23. COMMITMENTS 
 
Agreement with Inergi LP (Inergi) 
 
In 2002, Inergi, an affiliate of Capgemini Canada Inc., began providing services to Hydro One, including business processing 
and information technology outsourcing services, as well as core system support related primarily to SAP implementation 
and optimization. The current agreement with Inergi will expire in February 2015.  
 
At December 31, 2013, the annual commitments under the Inergi agreement are as follows: 2014 – $130 million; 2015 – 
$22 million; 2016 and thereafter – nil. 
 
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, 2013, the Company provided prudential support to the 
IESO on behalf of Hydro One Networks and Hydro One Brampton Networks using parental guarantees of $325 million 
(2012 – $325 million), and on behalf of two distributors using guarantees of $1 million (2012 – $1 million). In addition, as at 
December 31, 2013, the Company has provided letters of credit in the amount of $21 million (2012 – $22 million) to the 
IESO. The IESO could draw on these guarantees and/or letters of credit 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 letters of 
credit plus the amount of the parental guarantees.  
 
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 eligible employees of Hydro One. The supplementary pension 
plan trustee is required to draw upon these 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 letters of credit. At December 31, 2013, Hydro One had 
letters of credit of $127 million (2012 – $127 million) outstanding relating to retirement compensation arrangements. 
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Operating Leases 
 
Hydro One is committed as lessee to irrevocable operating lease contracts for buildings used in administrative and service-
related functions and storing telecommunications equipment. These leases have an average life of between one and five years 
with renewal options for periods ranging from one to 10 years included in some of the contracts. All leases include a clause 
to enable upward revision of the rental charge on an annual basis or on renewal according to prevailing market conditions. 
There are no restrictions placed upon Hydro One by entering into these leases. Hydro One Networks and Hydro One Telecom 
are the principal entities concerned. 
 
At December 31, the future minimum lease payments under non-cancellable operating leases were as follows:   
 
December 31 (millions of Canadian dollars)  2013 2012
Within one year  11 10
After one year but not more than five years  28 29
More than five years  9 14
  48 53
 
During the year ended December 31, 2013, the Company made lease payments totaling $11 million (2012 – $9 million). 
 
 
24. SEGMENTED REPORTING 
 
Hydro One has three reportable segments:  
 
 The Transmission Business, which comprises the core business of providing electricity 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  
 

 Other, the operations of which primarily consist of those of the telecommunications business.  
 
The designation of segments has been based on a combination of regulatory status and the nature of the products and services 
provided. Operating segments of the Company are determined based on information used by the chief operating decision 
maker in deciding how to allocate resources and evaluate the performance of each of the segments. The Company evaluates 
segment performance based on income before financing charges and provision for PILs from continuing operations 
(excluding certain allocated corporate governance costs).  
 
The accounting policies followed by the segments are the same as those described in the summary of significant accounting 
policies (see Note 2 – Significant Accounting Policies). Segment information on the above basis is as follows: 
 
Year ended December 31, 2013 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 1,529 4,484 61 6,074
Purchased power – 3,020 – 3,020
Operation, maintenance and administration 375 672 59 1,106
Depreciation and amortization 327 340 9 676
Income (loss) before financing charges and provision for PILs 827 452 (7) 1,272
Financing charges  360
Income before provision for PILs  912
  
Capital investments 714 673 7 1,394
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Year ended December 31, 2012 (millions of Canadian dollars) Transmission Distribution Other Consolidated
Revenues 1,482 4,184 62 5,728
Purchased power – 2,774 – 2,774
Operation, maintenance and administration 402 608 61 1,071
Depreciation and amortization 320 329 10 659
Income (loss) before financing charges and provision for PILs 760 473 (9) 1,224
Financing charges  358
Income before provision for PILs  866
  
Capital investments 776 671 7 1,454
 
Total Assets by Segment: 
 
December 31 (millions of Canadian dollars)  2013 2012
Total assets  
Transmission  11,846 11,586
Distribution  8,805 8,621
Other  974 604

 21,625 20,811
 
All revenues, costs and assets, as the case may be, are earned, incurred or held in Canada.  
 
 
25. SUBSEQUENT EVENT 
 
On January 29, 2014, Hydro One issued $50 million notes under its MTN Program, with a maturity date of January 29, 2064 
and a coupon rate of 4.29%. 
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HYDRO ONE INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The following unaudited pro forma condensed consolidated financial statements are presented to reflect the
impact of certain of the transactions described under “Pre-Closing Transactions”. The unaudited pro forma condensed
consolidated financial statements should be read together with the notes to the unaudited pro forma condensed
consolidated financial statements.
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HYDRO ONE INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
At June 30, 2015

Hydro
One Inc.

Payment of
Departure

Tax Note

Deferred
Tax

Benefit Note Recapitalization Note

Hydro
One

Brampton Note

Hydro
One
Inc.
Pro

Forma

(millions of Canadian dollars)

Assets
Current assets:

(2,600) 2A 800 2D (28) 2I, 2J (i)
Cash and cash equivalents . . . . 270 2,600 2B (200) 2C (iii) (800) 2E (24) 2J (iii) 18
Accounts receivable . . . . . . . . . 1,013 — — — (78) 2J (i) 935
Due from related parties . . . . . . 177 — — — — 177
Regulatory assets . . . . . . . . . . . 43 — — — — 43
Materials and supplies . . . . . . . 26 — — — (1) 2J (i) 25
Deferred income tax assets . . . . 19 — — — — 19
Derivative instruments . . . . . . . 1 — — — — 1
Prepaid expenses and other

assets . . . . . . . . . . . . . . . . . . . 35 — — — (1) 2J (i) 34

1,584 — (200) — (132) 1,252

Property, plant and equipment:
Property, plant and

equipment in service . . . . . 25,886 — — — (609) 2J (i) 25,277
Less: accumulated

depreciation . . . . . . . . . . . . (9,398) — — — 292 2J (i) (9,106)

16,488 — — — (317) 16,171
Construction in progress . . . . 1,258 — — — (12) 2J (i) 1,246
Future use land, components

and spares . . . . . . . . . . . . . 161 — — — (5) 2J (i) 156

17,907 — (334) 17,573

Other long-term assets: — —
Regulatory assets . . . . . . . . . 3,170 — — — (1) 2J (i) 3,169
Intangible assets . . . . . . . . . . 258 — — — (13) 2J (i) 245
Goodwill . . . . . . . . . . . . . . . . 199 — — — (60) 2J (i) 139
Deferred income tax

assets . . . . . . . . . . . . . . . . . 6 —
200

1,245
2C (iii)
2C (ii) — — 1,451

Deferred debt issuance
costs . . . . . . . . . . . . . . . . . . 36 — — — (1) 2J (i) 35

Other . . . . . . . . . . . . . . . . . . . 7 — — — — 7

3,676 — 1,445 — (75) 5,046

Total assets . . . . . . . . . . . . . . . . . . 23,167 — 1,245 — (541) 23,871

See accompanying notes to Unaudited Pro Forma Condensed Consolidated Financial Statements.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET (continued)
At June 30, 2015

Hydro
One Inc.

Payment of
Departure

Tax Note

Deferred
Tax

Benefit Note Recapitalization Note

Hydro
One

Brampton Note

Hydro
One
Inc.
Pro

Forma

(millions of Canadian dollars)
Liabilities
Current liabilities

Accounts payable . . . . . . . . . . . . 184 — — — (4) 2J (i) 180
Regulatory liabilities . . . . . . . . . . 18 — — — — 18
Accrued interest . . . . . . . . . . . . . 99 — — — (1) 2J (i) 98
Accrued liabilities . . . . . . . . . . . . 639 — — — (69) 2J (i) 570
Due to related parties . . . . . . . . . 52 — — — — 52
Income tax payable . . . . . . . . . . . — — — — — —
Derivative instruments . . . . . . . . 3 — — — — 3
Long term debt payable within

one year . . . . . . . . . . . . . . . . . . 1,017 — — — — 1,017

2,012 — — — (74) 1,938

Long-term debt . . . . . . . . . . . . . . . . 8,273 — — 800 2D — 9,073
Other long-term liabilities:

Pension benefit liability . . . . . . . 1,228 — — — — 1,228
Post-retirement and post-

employment benefit
liability . . . . . . . . . . . . . . . . . . 1,569 — — — (5) 2J (i) 1,564

Regulatory liabilities . . . . . . . . . . 200 — — — 1 2J (i) 201
Deferred income tax liabilities . . 1,380 — (1,355) 2C (i) — (12) 2J (i) 13
Environmental liabilities . . . . . . . 207 — — — — 207
Net unamortized debt

premiums . . . . . . . . . . . . . . . . . 18 — — — — 18
Asset retirement obligations . . . . 9 — — — — 9
Long-term accounts payable and

other liabilities . . . . . . . . . . . . 14 — — — (1) 2J (i) 13

4,625 — (1,355) — (17) 3,253

Total liabilities . . . . . . . . . . . . . . . . 14,910 — (1,355) 800 (91) 14,264

Preferred shares . . . . . . . . . . . . . . . . 323 — — (323) 2H — —
Noncontrolling interest . . . . . . . . . . 21 — — — — 21

Equity

Common shares . . . . . . . . . . . . . . 3,314 2,600 2B — 323 2H (193) 2J (ii) 6,044
1,355 2C(i) (233) 2I, 2J (i)

Retained earnings . . . . . . . . . . . . 4,558 (2,600) 2A 1,245 2C(ii) (800) 2E (24) 2J (iii) 3,501
Accumulated other

comprehensive loss . . . . . . . . . (9) — — — — (9)
Noncontrolling interest . . . . . . . . 50 — — — — 50

Total equity . . . . . . . . . . . . . . . . . . 7,913 — 2,600 (477) (450) 9,586

23,167 — 1,245 — (541) 23,871

See accompanying notes to Unaudited Pro Forma Condensed Consolidated Financial Statements.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS AND
COMPREHENSIVE INCOME

For the six months ended June 30, 2015

Hydro
One Inc.

Payment of
Departure

Tax Note

Deferred
Tax

Benefit Note Recapitalization Note

Hydro
One

Brampton Note

Hydro
One Inc.

Pro
Forma

(millions of Canadian dollars, except per share amounts)

Revenues
Distribution . . . . . . . . . . . . . . . . . . . . 2,574 — — — (254) 2J (i) 2,320
Transmission . . . . . . . . . . . . . . . . . . . 770 — — — — 770
Other . . . . . . . . . . . . . . . . . . . . . . . . . . 27 — — — — 27

3,371 — — — (254) 3,117

Costs
Purchased power . . . . . . . . . . . . . . . . 1,808 — — — (218) 2J (i) 1,590
Operating costs:

Operation, maintenance and
administration . . . . . . . . . . . . . . . 560 — — — (14) 2J (i) 546

Depreciation and amortization . . . . 377 — — — (9) 2J (i) 368

2,745 — — — (241) 2,504

Net income before financing
charges and provision for
payments in lieu of corporate
income taxes . . . . . . . . . . . . . . . . . 626 — — — (13) 613

Financing charges . . . . . . . . . . . . . . . 187 — — 12 2F (6) 2J (i) 193

Net income before provision for
payments in lieu of corporate
income taxes . . . . . . . . . . . . . . . . . 439 — — (12) (7) 420

Provision for payments in lieu of
corporate income taxes . . . . . . . . . . 68 —

(60)
60
11

(11)

2C (iv)
2C (iv)
2C (v)
2C (v) (3) 2G (1) 2J (i) 64

Net income and comprehensive
income . . . . . . . . . . . . . . . . . . . . . . 371 — — (9) (6) 356

Net income and comprehensive
income attributable to
noncontrolling interest . . . . . . . . . . 3 — — — — 3

Net income and comprehensive
income attributable to the
shareholder of Hydro One . . . . . . 368 — — (9) (6) 353

Earnings per common share
(Canadian dollars)

Basic . . . . . . . . . . . . . . . . . . . . . . . . 3,594 2,426
Diluted . . . . . . . . . . . . . . . . . . . . . . 3,594 2,426

See accompanying notes to Unaudited Pro Forma Condensed Consolidated Financial Statements.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS AND
COMPREHENSIVE INCOME

For the year ended December 31, 2014

Hydro
One Inc.

Payment of
Departure

Tax Note

Deferred
Tax

Benefit Note Recapitalization Note

Hydro
One

Brampton Note

Hydro
One Inc.

Pro
Forma

(millions of Canadian dollars, except per share amounts)

Revenue
Distribution . . . . . . . . . . . . . . . . . . . . . 4,903 — — — (495) 2J (i) 4,408
Transmission . . . . . . . . . . . . . . . . . . . . 1,588 — — — — 1,588
Other . . . . . . . . . . . . . . . . . . . . . . . . . . 57 — — — — 57

6,548 — — — (495) 6,053

Costs
Purchased power . . . . . . . . . . . . . . . . . 3,419 — — — (426) 2J (i) 2,993
Operating costs

Operation, maintenance and
administration . . . . . . . . . . . . . . . 1,192 — — — (27) 2J (i) 1,165

Depreciation and amortization . . . . 722 — — — (14) 2J (i) 708

5,333 — — — (467) 4,866

Net income before financing
charges and provision for
payments in lieu of corporate
income taxes . . . . . . . . . . . . . . . . . . 1,215 — — — (28) 1,187

Financing charges . . . . . . . . . . . . . . . . 379 — — 24 2F (11) 2J (i) 392

Net income before provision or
payments in lieu of corporate
income taxes . . . . . . . . . . . . . . . . . . 836 — — (24) (17) 795

Provision for payments in lieu of
corporate income taxes . . . . . . . . . .

(1,355) 2C (i)
(1,245) 2C (ii)

(77) 2C (iv)
77 2C (iv)
21 2C (v) (3) 2J (i)

89 2,600 2A (21) 2C (v) (6) 2G 7 2J (iii) 87

Net income and comprehensive
income . . . . . . . . . . . . . . . . . . . . . . 747 (2,600) 2,600 (18) (21) 708

Net income and comprehensive
income attributable to
noncontrolling interest . . . . . . . . . . (2) — — — — (2)

Net income and comprehensive
income attributable to the
shareholder of Hydro One . . . . . . 749 (2,600) 2,600 (18) (21) 710

Earnings per common share
(Canadian dollars)

Basic . . . . . . . . . . . . . . . . . . . . . . . . 7,319 4,880
Diluted . . . . . . . . . . . . . . . . . . . . . . 7,319 4,880

See accompanying notes to Unaudited Pro Forma Condensed Consolidated Financial Statements.
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HYDRO ONE INC.

NOTES TO THE UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

These unaudited pro forma condensed consolidated financial statements of Hydro One Inc. have been prepared for illustrative purposes only by
management for inclusion in the prospectus (the “Prospectus”) of Hydro One Limited dated October 28, 2015 relating to the proposed
secondary offering (the “Offering”) by the Province of Ontario (the “Province”) of common shares of Hydro One Limited. Prior to the
completion of the Offering, Hydro One Inc. will repurchase or redeem the preferred shares of Hydro One Inc. currently held by the Province in
exchange for common shares, and Hydro One Limited will acquire all of the issued and outstanding common shares of Hydro One Inc. in return
for common shares and preferred shares of Hydro One Limited. References herein to “Hydro One” refer to Hydro One Inc. and its consolidated
subsidiaries, but do not include or refer to Hydro One Limited.

These unaudited pro forma condensed consolidated financial statements of Hydro One Inc. are presented to reflect the expected impact of the
transactions described in note 2 as if those transactions occurred as at June 30, 2015 with respect of the unaudited pro forma condensed
consolidated balance sheet as at June 30, 2015, and as if these transactions occurred on January 1, 2014 with respect of the unaudited pro forma
condensed consolidated statements of operations for the six month period ended June 30, 2015 and for the year ended December 31, 2014. These
transactions relate to the following events:

• the payment by Hydro One Inc. and certain of its subsidiaries of the Departure Tax (as defined in note 2A);

• the recognition by Hydro One Inc. of a deferred income tax asset as a consequence of leaving the PILs (as defined in note 2A) regime and
entering the corporate tax regime;

• the recapitalization of Hydro One Networks Inc.; and

• the transfer of all of the issued and outstanding shares of Hydro One Brampton Networks Inc. (Hydro One Brampton) by Hydro One Inc.
to a company wholly-owned by the Province.

These unaudited pro forma condensed consolidated financial statements have been prepared based on the historical unaudited consolidated
interim financial statements of Hydro One Inc. as at and for the six month period ended June 30, 2015 and the audited consolidated financial
statements of Hydro One Inc. for the year ended December 31, 2014, together with the notes accompanying such financial statements, included
elsewhere in the Prospectus. As such, this unaudited pro forma condensed consolidated balance sheet and these unaudited pro forma condensed
consolidated statements of operations and comprehensive income should be read in conjunction with the Hydro One Inc. consolidated financial
statements.

The Hydro One Inc. historical consolidated financial statements have been adjusted in the unaudited pro forma condensed consolidated financial
statements to give effect to events that are (i) directly attributable to the pro forma events, (ii) factually supportable, and (iii) with respect to the
statement of operations, expected to have a continuing impact on the combined company. These unaudited pro forma condensed consolidated
financial statements do not reflect any non-recurring charges directly related to the pro forma events that may be incurred upon completion of
the transactions.

The unaudited pro forma condensed consolidated financial statements are presented solely for informational purposes and are not necessarily
indicative of the results that would have occurred had the transactions been completed at the dates indicated, nor are they necessarily indicative
of future operating results or the financial position of Hydro One Inc. or Hydro One Limited.

2. PRO FORMA ASSUMPTIONS AND ADJUSTMENTS

A. In connection with the Offering, Hydro One’s exemption from tax under the Income Tax Act (Canada) and the Taxation Act, 2007 (Ontario)
will cease to apply. Under the Income Tax Act (Canada) and the Taxation Act, 2007 (Ontario), Hydro One will be deemed to have disposed
of its assets immediately before it loses its tax exempt status for proceeds equal to the fair market value of those assets at that time. Hydro
One will be liable to make a payment in lieu of tax (“PILs”) under the Electricity Act, 1998 (Ontario) (the “Electricity Act”) in respect of
the income and capital gains, calculated by reference to the Income Tax Act (Canada), that arise as a result of this deemed disposition. The
amount payable is generally referred to as “Departure Tax”. In the context of a public offering of shares, and with the consent of the
Minister of Finance, Hydro One will be authorized to pay to the Ontario Electricity Financial Corporation an amount that, in the Minister’s
opinion, reasonably approximates the amount of the Departure Tax that would be payable by Hydro One in respect of the deemed
disposition of its assets. Hydro One has received a letter from the Minister of Finance confirming that the total amount of the Departure Tax
payable by Hydro One, together with Hydro One Limited, is $2.6 billion.

B. To enable Hydro One Inc. to make the Departure Tax payment, Hydro One Limited will subscribe for 2.6 billion additional common shares
of Hydro One Inc. for $2,600 million. Hydro One Inc. will use the proceeds of this share subscription to pay its portion of the Departure
Tax payable and will use the remaining proceeds to subscribe for additional shares of certain subsidiaries of Hydro One Inc. in order to
allow those subsidiaries to pay their respective portions of the Departure Tax payable. The $2,600 million adjustment reflects the proceeds
of this subscription.

C. The following additional adjustments result from Hydro One leaving the PILs regime and entering the corporate tax regime:

(i) Reversal of $1,355 million of an existing deferred income tax liability for taxable temporary differences that were attributable to
differences between the carrying amount of assets and liabilities and their corresponding lower tax basis prior to leaving the PILs
regime and entering the corporate tax regime.

(ii) Establishment of a deferred income tax asset of $1,245 million for deductible temporary differences that are attributable to differences
between the excess of tax basis over the corresponding carrying amount of assets and liabilities upon Hydro One leaving the PILs
regime and entering the corporate tax regime.
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HYDRO ONE INC.

NOTES TO THE UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (continued)

This calculation of the deferred tax asset adjustment has been based on an estimated fair market value of Hydro One’s net assets of
approximately $13,522 million, which was the same estimated fair market value used for the purposes of determining the departure tax
amount of $2.6 billion referred to in note 2A. The actual fair market value of Hydro One’s net assets will be determined following
pricing of this offering. The departure tax payable by Hydro One has been fixed at $2.6 billion, and will not be adjusted based on the
fair market value of Hydro One’s net assets as finally determined. The Company estimates that a $1,000 million increase or decrease
in the fair market value of Hydro One’s net assets would result in a corresponding increase or decrease in the deferred tax asset, and
therefore net income, of approximately $200 million. See “Summary Consolidated Financial Information” and “Selected Consolidated
Financial Information”.

(iii) Additional cash PILs estimated at $200 million resulting from Hydro One Inc. being unable to claim Capital Cost Allowance (“CCA”)
in the year of deemed disposition of assets with a corresponding increase in deferred income tax assets that reflects the ability to claim
that CCA in a future tax year.

(iv) Reduction in cash PILs of $77 million and $60 million for the year ended December 31, 2014 and six month period ended June 30,
2015, respectively. This is offset by the release of a deferred income tax asset of $77 million and $60 million for the year ended
December 31, 2014 and six month period ended June 30, 2015, respectively.

(v) Payment of Corporate Minimum Tax of $21 million and $11 million for the year ended December 31, 2014 and six month period
ended June 30, 2015, respectively. This is offset by a deferred tax benefit of $21 million and $11 million for the year ended
December 31, 2014 and six month period ended June 30, 2015, respectively.

(vi) The reduction in cash PILs in note 2C(iv) and pro forma payment of Corporate Minimum Tax in note 2C(v) result in a net pro forma
reduction in cash tax for the year ended December 31, 2014 of $56 million and for the six month period ended June 30, 2015 of
$49 million, for a total reduction in cash tax of $105 million for the period from January 1, 2014 to June 30, 2015 as outlined in the
following table:

Six month period ended
June 30, 2015

Year ended
December 31, 2014

(millions of Canadian dollars)
Reduction in Cash PILs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60 77
Pro forma corporate minimum tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11) (21)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49 56

D. The $800 million adjustment represents the amount borrowed by Hydro One Inc. either through the issuance of commercial paper,
borrowings under its existing committed revolving standby credit facility, or borrowings under a new revolving term credit facility to be
entered into by Hydro One Inc. prior to the closing of the Offering (the “New Debt”).

E. The $800 million adjustment represents the proposed $800 million dividend or return of capital paid by Hydro One Inc. to the Province.

F. The adjustments of $24 million and $12 million for the year ended December 31, 2014 and six month period ended June 30, 2015,
respectively, represent the interest paid under the terms of the New Debt described in note 2D.

G. The adjustment of $6 million and $3 million for the year ended December 31, 2014 and six month period ended June 30, 2015,
respectively, reflects the tax impact of the interest paid under the terms of the New Debt described in note 2D.

H. The adjustment of $323 million reflects the purchase or redemption for cancellation by Hydro One Inc. of all of the issued and outstanding
preferred shares of Hydro One Inc. held by the Province in exchange for the issuance of common shares of Hydro One Inc. to the Province.

I. The adjustment represents the subscription by Hydro One Inc. for common shares of Hydro One Brampton for an aggregate subscription
price of approximately $50 million.

J. The following are the adjustments made to the unaudited pro forma condensed consolidated financial statements in relation to the
transaction involving Hydro One Brampton:

(i) The adjustments reflect the carve out of Hydro One Brampton financial information as a result of the transfer of all of the issued and
outstanding shares of Hydro One Brampton as a dividend-in-kind paid by Hydro One Inc. to a company wholly-owned by the
Province, as directed by the Province.

(ii) The adjustment reflects the transfer of a note receivable owing from Hydro One Brampton in the aggregate principal amount of
$193 million to a company wholly-owned by the Province as a return of capital, as directed by the Province.

(iii) For the purposes of the pro forma condensed consolidated balance sheet, the adjustment of $24 million reflects payment of capital
gains tax due to the transfer of the note receivable of $193 million as described in note 2J(ii) as well as transfer of all of the issued and
outstanding shares of Hydro One Brampton as described in note 2J(i). For the purposes of the pro forma condensed consolidated
statement of operations for the year ended December 31, 2014, the adjustment of $7 million reflects the tax expense of the difference
between the carrying value of the Hydro One Brampton investment over its tax basis. The balance of $17 million, which is the tax
effect of the difference between tax basis and the fair value of note receivable and the tax effect of the difference between the carrying
value and the fair value of the Hydro One Brampton investment, is recorded in equity.
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HYDRO ONE INC.

NOTES TO THE UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (continued)

3. PRO FORMA SHARES OUTSTANDING

The average number of shares used in the computation of pro forma basic and diluted earnings per share has been determined as follows:

Opening weighted average shares outstanding of Hydro One Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000
Common shares issued in connection with preferred share redemption (note 2H) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,706
Common shares issued in connection with $2,600 million subscription by Hydro One Limited (note 2B) . . . . . . . . . . . . . . . . . . 42,797

Pro forma weighted average shares of Hydro One Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 145,503
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APPENDIX A
BOARD MANDATE

The board of directors (the “Board”) of Hydro One Limited (including its subsidiaries, the “Company”) is
elected by the shareholders and is responsible for overseeing the business and affairs of the Company. The Board seeks
to discharge such responsibility by reviewing, discussing and approving the Company’s strategic planning and
organizational structure and supervising management, all with a view to preserving and enhancing the business of the
Company and its underlying value.

Responsibilities

While the Board maintains oversight of the Company’s operations, it delegates to the Chief Executive Officer and
senior management of the Company the responsibility for day-to-day management of the Company. The Board
discharges its oversight responsibilities both directly and through its committees, the Audit Committee, the
Nominating, Corporate Governance, Public Policy & Regulatory Committee, the Human Resources Committee and the
Health, Safety, Environment, and First Nations & Métis Committee. In addition to these regular committees, the Board
may appoint ad hoc committees periodically to address specific matters.

The Board’s primary roles are overseeing both corporate performance and the quality, depth and continuity of
management required to meet the Company’s strategic objectives. Other principal duties include:

Culture of Integrity

1. supporting a corporate culture of integrity and responsible stewardship.

2. satisfying itself, to the extent feasible, as to the integrity of the Chief Executive Officer and other executive
officers, and that such individuals promote a culture of integrity throughout the Company.

Capital and Financial Structure

3. approving the capital and financial structure of the Company.

4. approving the declaration and payment of dividends.

Strategic Planning

5. overseeing and reviewing, questioning and approving the mission and vision of the Company as well as its
strategy, objectives and goals, taking into account the opportunities available to the Company, the potential risks it
faces, and the Company’s risk appetite.

6. reviewing, providing input on, and approving the budget and business, financial and strategic plans proposed by
management to enable the Company to reach its objectives and goals.

7. adopting processes for monitoring the Company’s performance and progress toward its strategic and operational
goals.

Risk Management

8. overseeing the Company’s enterprise risk management system for effectively identifying, monitoring and
managing the risks it faces with a view to achieving a proper balance between the risks incurred and potential
returns and the long term sustainability of the Company.

9. approving policies and procedures designed to ensure that the Company operates responsibly and in compliance
with applicable laws and regulations.

Appointment and Oversight of Management

10. approving the appointment of, and if necessary removing and replacing, the Chief Executive Officer, approving
his or her compensation and approving succession plans for the Chief Executive Officer.

11. overseeing the process for appointment, removal and replacement of all other executive officers, their
compensation and the succession planning processes of the Company.
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12. delegating to senior management the authority for expenditures and transactions, subject to specified limits
beyond which Board approval would be required.

Corporate Governance

13. approving the Company’s approach to corporate governance, having regard to the Governance Agreement
between the Company and the Province of Ontario (as amended, revised or replaced from time to time, the
“Governance Agreement”), including the Board’s mandate, committee mandates, committee appointments,
corporate governance guidelines, position descriptions for the Board Chair and of the committee chairs and
director compensation and protection.

14. overseeing structures and procedures to enable the Board to exercise independent judgement.

15. overseeing succession-planning for the Board, orientation and educational opportunities for directors and the
regular assessment of the effectiveness of the Board as a whole, each committee, the Board Chair, each
Committee Chair, and each individual director.

16. delegating to Board committees oversight of specific matters, but except for the authority of the Nominating,
Corporate Governance, Public Policy & Regulatory Committee over the management and oversight of the director
nomination process pursuant to the Governance Agreement, otherwise retaining ultimate responsibility for those
delegated matters

17. enforcing Board policy respecting confidentiality of the Company’s proprietary information and Board
deliberations.

Communications and Reporting

18. monitoring and supporting investor relations activities and reporting annually to shareholders on the Board’s
exercise of its oversight responsibilities for the preceding year.

19. reviewing communications plans for shareholders, employees, customers, financial analysts, governments and
regulatory authorities, the media and other stakeholders, as well as processes to ensure the timely, accurate and
complete disclosure of developments that have a significant and material impact on the Company.

20. overseeing the accurate disclosure and reporting of the financial performance of the Company to shareholders,
other security holders and regulators on a timely and regular basis;

21. assessing the Company’s stakeholder engagement policies and practices including systems to accommodate
feedback from shareholders and other stakeholders.

A-2



APPENDIX B
AUDIT COMMITTEE MANDATE

Purpose

The Audit Committee (the “Committee”) is a committee appointed by the board of directors (the “Board”) of
Hydro One Limited (including its subsidiaries, the “Company”). The Committee is established to fulfill applicable
public company obligations and to assist the Board in fulfilling its oversight responsibilities with respect to financial
reporting including responsibility to oversee:

(a) the independence, qualification and appointment of external auditors;

(b) the integrity of the Company’s financial statements and financial reporting process, including the audit
process and the Company’s internal control over financial reporting, disclosure controls and procedures and
compliance with other related legal and regulatory requirements;

(c) the performance of the Company’s financial finance function, internal auditors and external auditors; and

(d) the auditing, accounting and financial reporting process.

The function of the Committee is oversight. It is not the duty or responsibility of the Committee or its members:
(a) to plan or conduct audits; (b) to determine that the Company’s financial statements are complete and accurate and
are in accordance with generally accepted accounting principles; or (c) to conduct other types of auditing or accounting
reviews or similar procedures or investigations. The Committee, its Chair and its members with accounting or finance
expertise are members of the Board, appointed to the Committee to provide broad oversight of the financial, risk and
control related activities of the Company, and are specifically not accountable or responsible for the day to day
operation or performance of such activities.

Procedures

1. Number of Members – The members of the Committee shall be appointed by the Board. The Committee will be
composed of not less than three (3) Board members.

2. Independence – The Committee shall be constituted at all times of directors who are “independent” (a) within the
meaning of all Canadian securities laws and stock exchange requirements, each as in effect and applicable to
Hydro One Inc. from time to time; and (b) of the Province of Ontario within the meaning of the Governance
Agreement between the Company and the Province of Ontario (as amended, revised or replaced from time to time,
the “Governance Agreement”).

3. Financial Literacy – Each member shall be “financially literate” within the meaning of other applicable
requirements or guidelines for audit committee service under securities laws or the rules of any applicable stock
exchange, including NI 52-110. At least one member will otherwise qualify as an “audit committee financial
expert” as defined by applicable rules of the Securities and Exchange Commission.

4. Cross-Appointment – No member may serve on the audit committee of more than two other public companies,
unless the Board determined that this simultaneous service would not impair the ability of the member to serve
effectively on the Committee.

5. Appointment and Replacement of Committee Members – Any member of the Committee may be removed or
replaced at any time by the Board and shall automatically cease to be a member of the Committee upon ceasing to
be a director. The Board shall fill any vacancy if the membership of the Committee is less than three directors.
Whenever there is a vacancy on the Committee, the remaining members may exercise all its power as long as a
quorum remains in office. Subject to the foregoing, the members of the Committee shall be appointed by the
Board annually and each member of the Committee shall remain on the Committee until his or her successor shall
be duly appointed and qualified or his or her earlier resignation or removal.

6. Committee Chair – Unless a Committee Chair is designated by the full Board, the members of the Committee
may designate a Chair by majority vote of the full Committee. The Committee Chair shall be responsible for
leadership of the Committee and reporting to the Board. If the Committee Chair is not present at any meeting of
the Committee, one of the other members of the Committee who is present shall be chosen by the Committee to
preside at the meeting. The Committee Chair shall also appoint a secretary who need not be a director.
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7. Conflicts of Interest – If a Committee member faces a potential or actual conflict of interest relating to a matter
before the Committee, other than matters relating to the compensation of directors, that member shall be
responsible for alerting the Committee Chair. If the Committee Chair faces a potential or actual conflict of
interest, the Committee Chair shall advise the Board Chair. If the Committee Chair, or the Board Chair, as the
case may be, concurs that a potential or actual conflict of interest exists, the member faced with such conflict shall
disclose to the Committee the member’s interest and shall not be present for or participate in any discussion or
other consideration of the matter and shall not vote on the matter.

8. Meetings – The Committee shall meet regularly and as often as it deems necessary to perform the duties and
discharge its responsibilities as described herein in a timely manner, but not less than four (4) times a year. The
Committee shall maintain written minutes of its meetings, which will be filed with the meeting minutes of the
Board.

9. Separate Private Meetings – The Committee shall meet regularly, but no less than quarterly, with the Chief
Financial Officer, the head of the internal audit function (if other than the Chief Financial Officer) and the
external auditors in separate private sessions to discuss any matters that the Committee or any of these groups
believes should be discussed privately and such persons shall have access to the Committee to bring forward
matters requiring its attention. The Committee shall also meet at each meeting of the Committee without
management or non-independent directors present, unless otherwise determined by the Committee Chair.

10. Professional Assistance – The Committee may require the external auditors to perform such supplemental
reviews or audits as the Committee may deem desirable and may retain such special legal, accounting, financial or
other consultants as the Committee may determine to be necessary to carry out the Committee’s duties, in each
case at the Company’s expense and inform the Chair of the Nominating and Corporate Governance Committee of
any such retainer. The Company’s external auditors will have direct access to the Committee at their own
initiative.

11. Reliance – Absent actual knowledge to the contrary (which shall be promptly reported to the Board), each
member of the Committee shall be entitled to rely on: (a) the integrity of those persons or organizations within
and outside the Company from which it receives information; (b) the accuracy of the financial and other
information provided to the Committee by such persons or organizations; and (c) representations made by
management and the external auditors as to any information technology, internal audit and other permissible non-
audit services provided by the external auditors to the Company and its subsidiaries.

12. Reporting to the Board – The Committee will report through the Committee Chair to the Board following
meetings of the Committee on matters considered by the Committee, its activities and compliance with this
Mandate.

Responsibilities

The principal responsibilities of the Committee are:

Selection and Oversight of the External Auditors

1. approve the terms of engagement and, if the shareholders authorize the Board to do so, the compensation to be
paid by the Company to the external auditors with respect to the conduct of the annual audit. The external auditors
are ultimately accountable to the Committee and the Board as the representatives of the shareholders of the
Company and shall report directly to the Committee and the Committee shall so instruct the external auditors.

2. evaluate the quality of service, independence, objectivity, professional skepticism and performance of the external
auditors and make recommendations to the Board on the reappointment or appointment of the external auditors of
the Company to be proposed for shareholder approval and shall have authority to terminate the external auditors.
If a change in external auditors is proposed by the Committee or management of the Company, the Committee
shall review the reasons for the change and any other significant issues related to the change, including the
response of the incumbent external auditors, and enquire on the qualifications of the proposed external auditors
before making its recommendation to the Board.

3. review and approve policies and procedures for the pre-approval of services to be rendered by the external
auditors. All permissible non-audit services to be provided to the Company or any of its affiliates by the external
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auditors or any of their affiliates that are not covered by pre-approval policies and procedures approved by the
Committee shall be subject to pre-approval by the Committee. The Committee shall have the sole discretion
regarding the prohibition of the external auditor providing certain non-audit services to the Company and its
affiliates. The Committee shall also review and approve disclosures with respect to permissible non-audit services.

4. review the independence and professional skepticism of the external auditors and make recommendations to the
Board on appropriate actions to be taken which the Committee deems necessary to protect and enhance the
independence of the external auditors. In connection with such review, the Committee shall:

(a) actively engage in a dialogue with the external auditors about all relationships or services that may impact
the objectivity and independence of the external auditors, including whether there are any disputes,
restrictions or limitations placed on their work;

(b) obtain from external auditors at least annually, a formal written statement delineating all relationships
between the Company and the external auditors and their affiliates;

(c) ensure the rotation of the lead (and concurring) audit partner having primary responsibility for the audit and
the audit partner responsible for reviewing the audit as required by applicable law or professional practice;
and

(d) consider the auditor independence standards promulgated by applicable auditing regulatory and professional
bodies.

5. review and approve policies for the hiring by the Company of employees or former employees of the external
auditors.

6. require the external auditors to provide to the Committee, and review and discuss with the external auditors, all
notices and reports which the external auditors are required to provide to the Committee or the Board under rules,
policies or practices of professional or regulatory bodies applicable to the external auditors, and any other reports
which the Committee may require. Such reports shall include:

(a) a description of the external auditors’ internal quality-control procedures, any material issues respecting the
external auditors raised by the most recent internal quality-control review, peer review or review body with
auditing oversight responsibility over the external auditors, or by any inquiry or investigation by
governmental or professional authorities, within the preceding five years, respecting one or more independent
audits carried out by the external auditors, and any steps taken to deal with any such issues; and

(b) a report describing: (i) the proposed audit plan and approach, (ii) all critical accounting policies and practices
to be used by the Company; (iii) all alternative treatments of financial information within generally accepted
accounting principles related to material items that have been discussed with management, ramifications of
the use of such alternative disclosures and treatments, and the treatment preferred by the external auditors;
and (iv) other material written communication between the external auditors and management, such as any
management letter or schedule of unadjusted differences.

7. meet periodically with the external auditors to discuss their audit plan for the year, progress of their activities, any
significant findings stemming from the external audit, any changes required in the planned scope of their audit
plan, whether there are any disputes or any restrictions or limitations on the external auditors.

8. review the experience and qualifications of the audit team and review the performance of the external auditors,
including assessing their effectiveness and quality of service, annually and, every five (5) years, perform a
comprehensive review of the performance of the external auditors over multiple years to provide further insight on
the audit firm, its independence and application of professional standards.

Appointment and Oversight of Internal Auditors

9. review and approve the appointment, terms of engagement, compensation, replacement or dismissal of the internal
auditors. When the internal audit function is performed by employees of the Company, the Committee may
delegate responsibility for approving the employment, terms of employment, compensation and termination of
employees engaged in such function other than the head of the Company’s internal audit function.

10. meet periodically with the internal auditors to discuss their audit plan for the year, progress of their activities, any
significant findings stemming from internal audits, any changes required in the planned scope of their audit plan
and whether there are any disputes, restrictions or limitations on internal audit.
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11. review summaries of the significant reports to management prepared by the internal auditors, or the actual reports
if requested by the Committee, and management’s responses to such reports.

12. communicate with, as it deems necessary, the internal auditors with respect to their reports and recommendations,
the extent to which prior recommendations have been implemented and any other matters that the internal auditor
brings to the attention of the Committee. The head of the internal audit function shall have unrestricted access to
the Committee.

13. evaluate, annually or more frequently as it deems necessary, the internal audit function, including its activities,
organizational structure, independence and the qualifications, effectiveness and adequacy of the function.

Oversight and Review of Accounting Principles and Practices

14. review and discuss with management, the external auditors and the internal auditors (together and separately as it
deems necessary), among other items and matters:

(a) the quality, appropriateness and acceptability of the Company’s accounting principles, practices and policies
used in its financial reporting, its consistency from period to period, changes in the Company’s accounting
principles or practices and the application of particular accounting principles and disclosure practices by
management to new transactions or events;

(b) all significant financial reporting issues and judgments made in connection with the preparation of the
financial statements, including the effects of alternative methods within generally accepted accounting
principles on the financial statements and any “second opinions” sought by management from an external
auditor with respect to the accounting treatment of a particular item;

(c) any material change to the Company’s auditing and accounting principles and practices as recommended by
management, the external auditors or the internal auditors or which may result from proposed changes to
applicable generally accepted accounting principles;

(d) the extent to which any changes or improvements in accounting or financial practices, as approved by the
Committee, have been implemented;

(e) any reserves, accruals, provisions or estimates that may have a material effect upon the financial statements
of the Company;

(f) the use of any “pro forma” or “adjusted” information which is not in accordance with generally accepted
accounting principles;

(g) the effect of regulatory and accounting initiatives on the Company’s financial statements and other financial
disclosures; and

(h) legal matters, claims and contingencies that could have a significant impact on the Company’s financial
statements.

15. review and resolve disagreements between management and the external auditors regarding financial reporting or
the application of any accounting principles or practices.

Oversight and Monitoring of Internal Controls

16. exercise oversight of, review and discuss with management, the external auditors and the internal auditors
(together and separately, as it deems necessary:

(a) the adequacy and effectiveness of the Company’s internal control over financial reporting and disclosure
controls and procedures designed to ensure compliance with applicable laws and regulations;

(b) any significant deficiencies or material weaknesses in internal control over financial reporting or disclosure
controls and procedures, and the status of any plans for their remediation;

(c) the adequacy of the Company’s internal controls and any related significant findings and recommendations
of the external auditors and internal auditors together with management’s responses thereto; and

(d) management’s compliance with the Company’s processes, procedures and internal controls.
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Oversight and Monitoring of the Company’s Financial Reporting and Disclosures

17. review with the external auditors and management and recommend to the Board for approval the audited annual
financial statements and unaudited interim financial statements, and the notes and Managements’ Discussion and
Analysis accompanying all such financial statements, the Company’s annual report and any other disclosure
documents or regulatory filings containing or accompanying financial information of the Company, prior to the
release of any summary of the financial results or the filing of such reports with applicable regulators.

18. discuss earnings press releases prior to their distribution, as well as financial information and earnings guidance
prior to public disclosure, it being understood that such discussions may, in the discretion of the Committee, be
done generally (i.e., by discussing the types of information to be disclosed and the type of presentation to be
made) and that the Committee need not discuss in advance each earnings release or each instance in which the
Company gives earning guidance.

19. review with management the Company’s disclosure controls and procedures and material changes to the design of
the Company’s disclosure controls and procedures.

20. receive and review the financial statements and other financial information of material subsidiaries of the
Company and any auditor recommendations concerning such subsidiaries.

21. meet with management to review the adequacy of the process and systems in place for ensuring the reliability of
public disclosure documents that contain audited and unaudited financial information.

Oversight of Finance Matters

22. periodically review matters pertaining to the Company’s material policies and practices respecting cash
management and material financing strategies or policies or proposed financing arrangements and objectives of
the Company.

23. periodically review the Company’s major financial risk exposures (including foreign exchange and interest rate)
and management’s initiatives to control such exposures, including the use of financial derivatives and hedging
activities.

24. review and discuss with management all material off-balance sheet transactions, arrangements, obligations
(including contingent obligations), leases and other relationships of the Company with unconsolidated entities or
other persons, that may have a material current or future effect on financial condition, changes in financial
condition, results of operations, liquidity, capital resources, capital reserves, or significant components of
revenues or expenses.

25. review and discuss with management any equity investments, acquisitions and divestitures that may have a
material current or future effect on financial condition, changes in financial condition, results of operations,
liquidity, capital resources, capital reserves, or significant components of revenues or expenses.

26. review and discuss with management the Company’s effective tax rate, adequacy of tax reserves, tax payments
and reporting of any pending tax audits or assessments, and material tax policies and tax planning initiatives.

27. review the organizational structure of the finance function and satisfy itself as to the qualifications, effectiveness
and adequacy of the function.

28. review the work plan and progress on implementation of major information technology system changes and
satisfy itself as to the adequacy of the information system infrastructure.

Regulatory Matters

29. review the financial impact to the Company of electrical regulatory initiatives.

30. review the financial implications of Company initiatives which may have a material impact on transmission and
distribution rate filing applications.

Code of Business Conduct and Whistleblower Policy

31. review and recommend to the Board for approval any changes to the Code of Business Conduct for employees,
officers and directors of the Company.
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32. review and approve changes to the whistleblower policy or other procedures for: (a) the receipt, retention, and
treatment of complaints received by the Company regarding accounting, internal accounting controls, or auditing
matters; and (b) the confidential, anonymous submission by employees of the Company of concerns regarding
questionable accounting or auditing matters.

33. oversee management’s monitoring of, compliance with the Company’s Code of Business Conduct and the
Whistleblower Policy.

Enterprise Risk Management

34. review the Enterprise Risk Management framework for the Company and assess the adequacy and completeness
of the process for identifying and assessing the key risks facing the Company.

35. meet with the head of the Enterprise Risk Management function at least semiannually.

36. ensure that primary oversight responsibility for each of the key risks identified in the Enterprise Risk Management
framework is assigned to the Board or one of its Committees.

Additional Responsibilities

37. review the Company’s privacy and data security risk exposures and measures taken to protect the security and
integrity of its management information systems and Company and customer data.

38. review and approve in advance any proposed related-party transactions and required disclosures of such in
accordance with applicable securities laws and regulations and consistent with the Company’s related party
transaction policy, and report to the Board on any approved transactions.

39. review on an annual basis reports on the expense accounts of the Chief Executive Officer and his or her direct
reports.

40. undertake on behalf of the Board such other initiatives as may be necessary or desirable to assist the Board in
fulfilling its oversight responsibilities with respect to financial reporting and perform such other functions as
required by law, stock exchange rules or the Company’s constating documents.

41. review annually the adequacy of this Mandate and ensure that it is disclosed in compliance with applicable
securities laws and stock exchange rules and posted on the Company’s website.
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u  Scale: We are one of north America’s largest 
electricity transmitters, owning and operating 
96% of Ontario’s network.

u  Stability: transmission produces reliable 
cash flow with low volatility under OeB cost 
of service regulation.

u  Growth: We are building our rate base  
with planned low-risk capital expenditures of 
$800 – $900 million per year through 2019.

u  Scale: We are the largest electricity distributor 
in Ontario, with 1.3 million residential and 
business customers.

u  Stability: Distribution is a stable, rate-
regulated business operating under the OeB’s 
performance-based model.

u  Growth: We are building our rate base 
with planned low-risk capital expenditures of 
$600 – $700 million per year through 2019.
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Total Assets at June 30, 2015 

2014 Net Income 
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2% 

42% 
56% 

28% 

72% 

$23.2 billion 

$747 million 

LARGEST 
ELECTRICITY 
TRANSMISSION 
AND DISTRIBUTION  
BUSINESS IN ONTARIO

29,344 
CIRCUIT-KILOMETRES OF 
TRANSMISSION LINES

STABLE 
         AND 
REGULATED CORE 
BUSINESSES

$23.2 
 B ILL ION
 OF ASSETS

$6.5 
 B ILL ION
 IN REVENUE

$1.29 
 B ILL ION
 IN FUNDS FROM
 OPERATIONS(1)

$747 
 MILLION
 IN NET INCOME

2014 FINANCIAL PERFORMANCE

1.27 MILLION 
 DISTRIBUTION 
 CUSTOMERS

At A glAnCe 

(1)  FFO is defined as net cash from operating activities, adjusted for the following:  
(i) changes in non-cash balances related to operations, (ii) dividends paid on preferred 
shares, and (iii) noncontrolling interest distributions. See “non-GaaP Measures”.
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Witness: Michael Vels 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #003 1 

 2 

Reference: 3 

Exhibit A, Tab 8, Schedule 1, Exhibit 1 4 

 5 

Interrogatory: 6 

Hydro One’s 2015 Annual Report describes a class action suit in which the representative 7 

plaintive is seeking up to $125 M in damages related to allegations of improper billing practices 8 

relating to the rollout of Hydro One’s new billing system. The lawsuit alleges that thousands of 9 

customers dealt with billing and administrative errors. 10 

 11 

(a) Are the costs of defending this lawsuit included in rates? If so, please describe how the costs 12 

are tracked and where specifically in the application those costs are included. 13 

 14 

(b) Has this matter been settled? If so, please confirm the settlement amount paid by Hydro One. 15 

 16 

(c) If this matter has been settled, is the settlement amount to be paid by Hydro One’s 17 

shareholders or collected from ratepayers through rates? If the settlement amount is to be 18 

collected from ratepayers, please provide a rationale. 19 

 20 

Response: 21 

(a) The General Counsel and Corporate Secretariat (“GCCS”) costs are described in Exhibit C1, 22 

Tab 3, Schedule 3.  These costs include budgeted external counsel costs. The costs of 23 

defending the lawsuit include internal counsel costs and external counsel costs, which are 24 

part of the overall GCCS budget.  All these costs are included in rates.  External counsel 25 

costs for this lawsuit are tracked by the General Counsel as incurred and are included in this 26 

budget. 27 

 28 

(b) The matter is not settled. 29 

 30 

(c) The matter is not settled. 31 



Filed: 2016-08-31 
EB-2016-0160 
Exhibit I 
Tab 9 
Schedule 4 
Page 1 of 1 
 

Witness: Mike Penstone 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #004 1 

 2 

Reference: 3 

Exhibit B1, Tab1, Schedule 1, page 2 4 

 5 

Interrogatory: 6 

Hydro One states that it has “paced sustainment work so that critical work…could be completed 7 

in the next five years to ensure that transmission assets are in service before expected outage 8 

constraints [associated with the planned refurbishment of large nuclear power plants] make work 9 

more difficult to complete. 10 

 11 

(a) Have the above-described expected outage constraints caused Hydro One to accelerate 12 

sustainment work which would otherwise have not been undertaken in 2016, 2017 and 2018? 13 

If so, please provide particulars including a list of accelerated projects and the capital cost of 14 

these projects. 15 

 16 

(b) Please quantify the financial impact of accelerating planned sustainment work. 17 

 18 

Response: 19 

a) No.  Hydro One’s objective is to ensure that alternative sources of generation are available 20 

and reliable to meet the system demand during the period when nuclear base generation may 21 

be unavailable. Sustainment capital investment is driven by asset needs and already planned 22 

to be undertaken in 2016, 2017 and 2018.  Deferral of these investments will lead to more 23 

execution challenges during the period when nuclear base generation may be unavailable.  24 

 25 

b) Not applicable. 26 



Filed: 2016-08-31 
EB-2016-0160 
Exhibit I 
Tab 9 
Schedule 5 
Page 1 of 1 
 

Witness: Mike Penstone 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #005 1 

 2 

Reference: 3 

Exhibit B1, Tab 2, Schedule 4 4 

 5 

Interrogatory: 6 

Hydro One states that it made “significant investments in development capital from 2009 to 2012 7 

to comply with government policy related to renewable energy and to increase system capacity 8 

to facilitate changes in generation mix….[and that] While this work was necessary to further 9 

energy objectives of the Province, sustainment investments were deferred”:  10 

 11 

(a) Please provide a list of sustainment investments which were deferred and which are now 12 

proposed to be undertaken in 2016, 2017 or 2018. 13 

 14 

(b) Did any of the deferred investments relate to assets which failed between 2009 and 2016? 15 

 16 

(c) Was the cost of any of the deferred investments listed in response to question (a) above 17 

included in budgets which were approved by the OEB in previous rates applications? If so, 18 

please provide a reference to the relevant OEB decision. 19 

 20 

(d) Please provide the dates when the sustainment investments listed in response to question (a) 21 

would have been completed had they not been deferred (between 2009 and 2012) and 22 

provide a comparison of the costs to undertake such investments in the relevant year 23 

(between 2009 and 2012) and the estimated cost of completing such sustainment investments 24 

in 2016, 2017 or 2018. 25 

 26 

Response: 27 

(a) Hydro One prioritizes investments on an annual basis and due to investment constraints, 28 

sustainment projects that were not funded in 2009 to 2012 were delayed to following years.  29 

No specific projects were identified in 2009 to 2012 and then delayed to 2016 to 2018.   30 

 31 

(b) Not applicable given the response to (a). 32 

 33 

(c) Not applicable given the response to (a). 34 

 35 

(d) Not applicable given the response to (a). 36 
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 2 

Reference: 3 

Exhibit B1, Tab 1, Schedule 3, page 27 4 

 5 

Interrogatory: 6 

Hydro One undertakes an annual detailed assessment of performance measures [equipment 7 

performance and delivery performance]. This assessment is taken into account along with other 8 

factors (such as asset condition) when establishing and prioritizing operating, maintenance and 9 

capital programs. 10 

 11 

(a) Has a field verified asset condition assessment been undertaken with respect to any of the 12 

assets planned to be replaced in 2016, 2017 or 2018? If so, please provide copies of the asset 13 

condition assessments. If not, please explain why not. 14 

 15 

Response: 16 

Assets planned to be replaced in 2016, 2017 and 2018 are determined via the Asset Risk 17 

Assessment process outlined in Exhibit B1, Tab 2, Schedule 5.   Asset condition assessments are 18 

conducted regularly and these data points are updated in Hydro One system of asset records 19 

(SAP), which is impractical to mass produce.  A subset of sample condition assessment reports 20 

supporting capital sustainment investments is attached.  21 

 22 

Attachment 1: EPRI Report on Results and Analysis of Phase 1 Insulator Tests Performed in 23 

Support of Hydro One Insulator Replacement Program (Confidential) 24 

Attachment 2: EPRI Report on Atmospheric Condition Assessments of Hydro One Structures 25 

Attachment 3: EPRI Report on Galvatech Coating System Assessment (Confidential) 26 

Attachment 4: EPRI of Hydro One Conductor Assessment Program 27 

Attachment 5: Sample Report:  Kinectrics Report - Estimate of Remaining Life Conductors on 28 

Circuit D2L 29 

Attachment 6: Sample Report:  Transformer Assessment Report – Strachan  30 

 31 

PR-90-027 Accelerated Life Test – Programmable Auxiliary Logic Controller (PALC) – See 32 

Attachment 1 of Board Staff 46 (Exhibit I, Tab 1, Schedule 46, Attachment 1) 33 

 34 

PR-90-28 IED End of Life Study for Digital Relays – See Attachment 1 of Board Staff 47 35 

(Exhibit I, Tab 1, Schedule 47, Attachment 1) 36 
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 2 

Hydro One has filed in confidence a report entitled ‘Results and Analysis of Phase 1 Insulator 3 

Tests Performed in Support of Hydro One Insulator Replacement Program’ conducted by 4 

Electric Power Research Institute (EPRI).   The report contains condition and testing data of 5 

insulators that is representative of a large installed insulator population.  The condition of Hydro 6 

One insulators was assessed through benchmarking to EPRI and public domain test data.  The 7 

test data supports the urgent replacement of COB and CP insulators manufactured between 1965 8 

and 1982 that were installed at locations that pose safety concerns to the public.   9 
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1 INTRODUCTION 
The purpose of this research is to provide condition assessments for structures within the 
HydroOne service area, provide recommended corrective actions where required and determine 
appropriate inspection cycles. Each aspect of this research requires an understanding of the 
structure condition and how quickly it degrades. 

Three techniques within population assessment may identify locations where atmospheric 
corrosion severity may be categorized by geographic location. These techniques are: 

1. Monitoring and Trending a Failure Database 

2. Inspection and Assessment Surveys 

3. Environmental Corrosion Models 

Monitoring and Trending a Failure Database 

Databases may provide specific information such as family, make and model of components and 
structures that have a higher probability of failure based upon service environment and age. 
Correlations with degradation rates will depend upon a forensic report and good degradation 
data; this avenue may produce good population assessment results. 

Inspection and Assessment Surveys 

Random surveys throughout the province, collecting structure condition assessments may allow 
an understanding of corrosion rates when coupled with the structure age and maintenance 
history. Specific areas of inspection are the coating systems that provide a barrier to the 
environment, the galvanizing that protects the substrate during times of wetness and structural 
member sectional loss.  

Environmental Corrosion Models 
Gathering detailed environmental data may provide a method to understand and forecast for 
atmospheric degradation of the structures and protective coatings. This is an extensive task and 
requires data that includes micro climates with a circuit and may require sensors or coupons to 
augment available GIS based data sets.  
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2 BACKGROUND 

Galvanizing Measurements 

Measurement of coating system losses such as paints or galvanizing are handled differently 
because structural losses do not occur until the coating integrity is compromised. Measurement 
of galvanizing losses are difficult because quite often only the minimum thickness is specified by 
ASTM A123. Based upon structural steel member thickness the recommended applied thickness 
is of 3.3 or 3.9 mils which is an application of 2.0 or 2.3 ounces per square foot. Most utilities 
specify a much thicker galvanizing so any calculations for consumption rates are extremely 
conservative when estimating remaining service life. The galvanizing thicknesses were measured 
using both ultrasonic, eddy current or magnetic thickness gauges (see Figure 2-1).  

 

Figure 2-1 Magnetic Pulloff Gauge (L), and Ultrasonic Gauge (R) 

This is an important time to discuss galvanizing and how layers are formed with trace amounts of 
steel bound within that layer (see Figure 2-2). The outside layer of galvanizing is pure zinc and is 
called the Eta layer. The second layer is the Zeta alloy layer containing 6% steel with the balance 
consisting of zinc. The next layer is Delta layer composed of 10% steel and lastly the Gamma 
layer with 25% steel. The Eta layer comprises almost half of the overall galvanizing thickness 
while the Zeta and Delta make up the balance of thickness. The Gamma layer is extremely thin 
and may not be exposed during the inspection process. A good rule of thumb is to begin the 
budgeting process when half of the galvanizing is consumed and there are “rust blooms” 
showing through the exposed galvanizing layer. 
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Figure 2-2: Alloy Layers Formed During the Hot Dip Galvanizing Process 

 

Coating System Measurements 

Coating systems have much more variation in service life due to differences in resin type, filler 
materials and several additives. A present condition may be assigned based upon thickness, 
coverage and amount of damage, however the remaining service life is then extremely 
subjective. This is all further complicated when applied over aged galvanizing that has an 
unknown efficacy as a protective layer. A simple method to measure coating systems is to use a 
magnetic pull off gauge or an ultrasonic thickness gauge; however thickness does not always 
indicate efficacy or service life in coating systems. 

Structural Member Sectional Loss 

Sectional losses may be calculated through pitting measurements, edge loss on a structural angle 
or thinning of any structural member (see Figure 2-3). Pitting or localized corrosion requires 
additional post processing to convert the pitting damage into sectional losses. This is dependent 
upon knowing the dimensions of the structural member and using ASTM G46 for narrow, 
wide/shallow and elliptical shapes for the analysis. 

   

Figure 2-3: Damage Measurements, Pitting (L), Thinning (M), Edge Loss (R) 
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Experimental Technique Employed 

The following technique is experimental and still in development. The resulting data may not be 
suitable for post processing and structural condition forecasting. 

Capacitance Discharge Rate Technique 

Research within this survey was to identify a new method of quantifying a coating system 
condition other than coating thickness. Electrochemical impedance spectroscopy (EIS) 
measurements of moisture absorption, permeability, impedance and capacitance have been a 
standard AC technique within the laboratory environment. This method does not transfer well to 
the field so a new method for measuring capacitance using DC techniques was designed and 
implemented on this survey with results published later in Appendix 9. 
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3 RESEARCH APPROACH 
The purpose of this chapter is to understand how a corrosion cell may form, to evaluate 
techniques for understanding the structure aging rate and then identify a method for strategically 
applying maintenance funds. 

Modeling and survey techniques are reviewed in this chapter for ease of implementation and how 
efficiently they may screen a population of structures. Once the condition assessments have been 
completed the utility may then assign a maintenance cycle interval for recoat operations. 

Background - Three Stages of Atmospheric Degradation 

Corrosion engineers categorize atmospheric corrosion into three stages of degradation which are 
influenced by numerous environmental factors, construction details and material selection during 
the design phase. The first or initial stage of degradation consists of surface hydroxylation or 
bonding of the water vapor to the surface and adsorption/ absorption of water or droplet 
formation. The second or intermediate stage of atmospheric corrosion consists of a few factors: 

 Gas deposition – aqueous phase that acts as an electrolyte but also a solvent for 
atmospheric constituents. 

 Changes in liquid layer chemistry – chemical and electrochemical transformations within 
the aqueous phase which change pH and ionic strength. 

 Proton and ligand-induced metal dissolution – ion interaction with metal oxides 
enhancing the metal dissolution. 

 Ion pairing – metal ion and counter ion forming a covalent bond. 

 Photosensitivity – photon interaction with semiconducting metal oxides. An example 
would be iron ions forming a complex with hydroxide ions. Absorption of photons at a 
wavelength of <400nm create a charge transfer, a liberation of an OH radical and Fe 
corrosion products. 

 Nucleation of corrosion products – precipitates form when the concentration of ion pairs 
reach super saturation. 

The final stage of atmospheric corrosion consists of coalescence and aging/ thickening of those 
corrosion products. 

Modeling Structure Conditions using ISOCORRAG Algorithms 

The most current atmospheric corrosion research was concluded in 1998 with the publication of 
ISOCORRAG which was an international atmospheric exposure program. This program was 
sponsored by ASTM Committee G01 and developed by ISO /TC 156/ WG 4. Data collection 
was initiated in 1986, concluded in 1998 with the publication of a technical report and the 
summary of results was published in 2010. 

Geographic locations may be loosely categorized by the environmental factors before any 
condition assessment surveys are completed (see Table 1). This should be considered a starting 
point in targeting the structures for the survey work and then refining the environmental factors 
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within each micro-climate. Government and private data sources rarely have sufficient resolution 
to allow forecasting of corrosion rates due to the lack of weather and air monitoring stations.  

Table 1: Characterization of Geographic Locations Based Upon Environmental Factors 

Corrosion Severity Temperature 
Time of 
Wetness 

(TOW) 
Contaminants Examples 

C1 None Cold Low TOW 
Very Low 
Pollution 

Central Arctic/ 
Antarctica 

C2 Very Low Temperate Short TOW SO2<5 mg/m3 

Rural areas, 
small towns, 

deserts, 
subarctic 

areas 

C3 Mild Temperate 
Moderate 

TOW 

5 mg/m3 < 
SO2< 30 

mg/m3, low 
Chlorides 

Subtropical 
and tropical, 

urban, coastal 

C4 Moderate Temperate 
Moderate 

TOW 

30 mg/m3 < 
SO2< 90 
mg/m3, 

substantial 
Chlorides 

Subtropical 
and tropical, 
coastal w/o 

salt spray, de-
icing salts 

C5 Severe Temperate 
Moderate 

TOW 

90 mg/m3 < 
SO2< 250 

mg/m3, 
significant 
Chlorides 

Industrial, 
coastal, 

sheltered 
positions on 

coastline 

CX 
Extreme 
Severe 

Hot High TOW 
SO2> 250 

mg/m3, 
Chlorides 

Extreme 
industrial, 
coastal, 
offshore, 

intermittent 
salt spray 

 
The ISOCORRAG model has been optimized to provide a goodness of fit of 0.87 for carbon 
steel and 0.78 for zinc in atmospheric exposure. This is a relatively simple model to populate 
however the data may be limited for complete area coverage. Table 3 & Table 4 contain 
environmental data used in populating these algorithms in the Ontario province.  
  



 

8 
 

Each model provides a snapshot in time which then requires additional work to incorporate 
seasonal variations to forecast accurate degradation rates and estimate the end of service for 
these components. The environmental data for each micro climate has been simplified to 
temperature (T), time of wetness (TOW), deposition rates of chlorides (Cl-) and sulfates (SO2) 
see Table 2. The algorithms for corrosion in atmospheric service are: 

Carbon steel: 

Cst = 0.085(SO2
0.56)(TOW0.53)(exp(fst)) + 0.24(Cl0.47)(TOW0.25)(exp(0.049T)) 

Where: 

fst(T) = 0.098(T-10) when T<10oC 

Or 

fst(T) = -0.087(T-10) 

Cst = Corrosion rate of steel 

N = Number of samples = 119 

R2 = Coefficient of determination (goodness of fit) = 0.87 

 

Zinc: 

Czn = 0.0053(SO2
0.43)(TOW0.53)(exp(fzn)) + 0.00071(Cl0.68)(TOW0.30)(exp(0.11T)) 

Where: 

fzn(T) = 0 when T<10oC 

Or 

fzn(T) = -0.032(T-10) 

Czn = Corrosion rate of zinc 

N = Number of samples = 116 

R2 = Coefficient of determination (goodness of fit) = 0.78 

 

Table 2: Data Supporting Atmospheric Corrosivity Classification 

Survey Data Supporting Sectional Losses 
Calculations 

Environmental Data Supporting ISO Models 

Edge Loss Sulfates (SO2) 

Thinning Time of Wetness (TOW) 

Pitting Chlorides (Cl-) 

Corrosion Rates (LPR) Temperature (oC) 

 

 

  



 

9 

Table 3 Pollutant Concentrations 
Station Ozone PM 2.5 NO NO2 Nox SO2 
Barrie  6.9     

Belleville  6.2     
Brampton  7.4     
Brantford  7.6     
Burlington 24 7.6 11.45 16.35 27.25  
Chatham  7.4     
Cornwall 26.3 6.5     
Dorset 29.6 4.7     

Grand Bend 31.0 6.8     
Guelph  7.3     

Hamilton (Downtown) 22.5 8.9 9.75 18.15 28.85 4.9 
Hamilton (Mountain) 27.6 8.1    4.2 

Hamilton (West) 21.1 8.3     
Kitchener 27.2 8 3.8 11.9 15.5  
London 25.2 6.9 4.95 13 18.05 2.2 

Mississauga 23.1      
Morrisburg  6.2     
Newmarket  6.4     
North Bay 26.8 4.9     
Oakville 25.3 7.5 4.75 13.25 17.6  
Oshawa 24.6 6.8 8.2 14.15 22.5  

Ottawa (Downtown) 23.5 6.1 3.3 11.1 14 1.1 
Parry Sound  5.3     
Peterborough 28.2 6.3     
Port Stanley  7.3     

Sarnia 26.6 11.9 3.75 12.2 16.25 8.1 
Sault St. Marie 27.4 4.9    1.6 
St. Catharines 25.5 7.8     

Sudbury 28.3 4.6    2.4 
Thunder Bay 23.5 4.3     

Tiverton 32.5 5.6     
Toronto (Downtown) 23.8 7.3 7.4 20.35 28.15 2.5 

Toronto (East) 21.8 7.6 15.2 19.95 35.5  
Toronto (North) 23.4 7.7 10.8 19.2 29.35  
Toronto (West)  8.4     

Windsor (Downtown) 23.8 8.5 7.8 17.2 24.9 5.3 
Windsor (West) 23.6 9.5    5.2 
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Table 4 Climate Data 

St
at
io
n
 N
am

e 

O
zo
n
e 

P
M
 2
.5
 

P
re
ci
p
it
at
io
n
 

(m
m
) 

Te
m
p
er
at
u
re
 

(o
C
) 

El
ev
at
io
n
 (
m
) 

N
O
 

N
O
2
 

N
o
x 

SO
2
 

Su
n
sh
in
e 

(h
o
u
rs
) 

P
re
ss
u
re
 (
kP
a)
 

W
in
d
 S
p
ee

d
 

(k
m
/h
) 

R
el
at
iv
e 

H
u
m
id
it
y 

R
el
at
iv
e 

H
u
m
id
it
y 

Brantford 
Moe 

‐  ‐  892  8  196  ‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐ 

Burlington  24  7.6  879  8.9  99.1 
11.4
5 

16.3
5 

27.2
5 

‐  ‐  ‐  ‐  ‐  ‐ 

Cornwall  26.3  6.5 
1,00
2 

7.2  64  ‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐ 

Guelph 
Arboretum 

0  7.3  923  6.5 
327.
7 

‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐ 

London Int'l 
Airport 

25.2  6.9  987  7.5  278  4.95  13 
18.0
5 

2.2 
1,80
0 

98.3  14.6  85.9  65.4 

North Bay  26.8  4.9 
1,00
8 

3.8 
370.
3 

‐  ‐  ‐  ‐ 
1,95
8 

97.1  13.1  81.1  62.8 

Oshawa  24.6  6.8  878  7.7  83.8  8.2 
14.1
5 

22.5  ‐  ‐  ‐  ‐  ‐  ‐ 

Peterboroug
h 

28.2  6.3  840  5.9 
191.
4 

‐  ‐  ‐  ‐  ‐  ‐  10.8  88.3  ‐ 

Sarnia 
Airport 

26.6  11.9  847  8.1 
180.
6 

3.75  12.2 
16.2
5 

8.1 
2,06
2 

‐  15.9  86  ‐ 

Sault Ste 
Marie 

27.4  4.9  889  4.3  192  ‐  ‐  ‐  1.6 
1,94
6 

99.2  13.3  84.8  65.5 

St 
Catharines A 

25.5  7.8  874  8.8  97.8  ‐  ‐  ‐  ‐  ‐  ‐  16.4  ‐  ‐ 

Sudbury  28.3  4.6  899  3.7 
347.
5 

‐  ‐  ‐  2.4 
1,98
9 

97.3  15.7  81.6  60.1 

Thunder Bay  23.5  4.3  712  2.5  199  ‐  ‐  ‐  ‐ 
2,16
8 

99.1  11.7  81.7  58.7 

Toronto  23.8  7.3  834  9.2 
112.
5 

7.4 
20.3
5 

28.1
5 

2.5 
2,03
8 

‐  ‐  ‐  ‐ 

Windsor  23.8  8.5  918  9.4 
189.
6 

7.8  17.2  24.9  5.3  ‐  99.4  16  81.3  60.1 

 

The resolution of the data was found to be too coarse for accurate forecasting of structure 
conditions. Further refinement of these algorithms must also be made to account for other types 
of corrosion such as concentration cell or galvanic corrosion. This represents future research. 

Survey Techniques to Determine Structure Conditions 

Structural member and remaining galvanizing measurements from the survey data are combined 
with the structure age and maintenance history to determine corrosion rates. These corrosion 
rates may then be used to categorize structure locations by severity following the ISO 
interpretation of the corrosivity classification (see Table 5). A refinement of the classification 
may then be made based upon age of the structure (see Table 6 & Table 7). 
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Once a statistical sampling of random structure conditions are collected the findings may be 
applied to the population of structures with an understanding of error in the operations and 
maintenance budget calculations.  

Table 5: Corrosion Rate Ranges for Atmospheric Corrosivity Classification 

Corrosion Rate 
Ranges 

Carbon Steel Galvanize (Zinc) 

Max (mils/yr) Min (mils/yr) Max (mils/yr) Min (mils/yr) 

C1 0.012 0 0.002 0 

C2 0.193 0.012 0.016 0.002 

C3 0.394 0.193 0.043 0.016 

C4 0.63 0.394 0.087 0.043 

C5 1.535 0.63 0.173 0.087 

CX 5.433 1.535 0.512 0.173 

 

Table 6: Atmospheric Corrosion Rates for Carbon Steel 

Corrosivity 
Category 

Atmospheric Carbon Steel 

1 year 10 years 30 years 

Max 
(mils/yr) 

Min 
(mils/yr) 

Max 
(mils/yr) 

Min 
(mils/yr) 

Max 
(mils/yr) 

Min 
(mils/yr) 

C1 0.051 0.000 0.016 0.000 0.012 0.000 

C2 0.984 0.051 0.327 0.016 0.193 0.012 

C3 1.969 0.984 0.669 0.327 0.394 0.193 

C4 3.150 1.969 1.063 0.669 0.630 0.394 

C5 7.874 3.150 2.638 1.063 1.535 0.630 

CX 27.559 7.874 9.173 2.638 5.433 1.535 
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Table 7: Atmospheric Corrosion Rates for Galvanize 

Corrosivity 
Category 

Atmospheric Galvanize (zinc) 

1 year 10 years 30 years 

Max 
(mils/yr) 

Min 
(mils/yr) 

Max 
(mils/yr) 

Min 
(mils/yr) 

Max 
(mils/yr) 

Min 
(mils/yr) 

C1 0.004 0.000 0.003 0.000 0.002 0.000 

C2 0.024 0.004 0.020 0.003 0.016 0.002 

C3 0.083 0.024 0.055 0.020 0.043 0.016 

C4 0.165 0.083 0.106 0.055 0.087 0.043 

C5 0.331 0.165 0.217 0.106 0.173 0.087 

CX 0.984 0.331 0.630 0.217 0.512 0.173 
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4 FIELD SURVEY FOCUS 
The focus of this survey was two part. The first part was to collect condition assessments on one 
hundred (100) structures and the second part was to install test coupons at various locations and 
heights. These coupons are part of a long term research project that will provide the most 
accurate degradation rates for galvanizing, coating systems and the structure itself. 

Survey Data Required 

To understand the condition of each structure, thicknesses, coating system capacitance and 
galvanizing spectral reflectance of the legs, braces and diagonals were measured. Each face of 
the structure was examined and an average of samples recorded. This resulted in the following 
data set (see Table 8): 

Table 8: Historical and Survey Data Set 

Historical Data  Inspection Data
Structure No.  Brace Thickness (average) 

Circuit  Brace Galvanizing (min) 

Voltage (kV)  Brace Coating (min) 

Structure Type  Diagonal Thickness (average) 

Foundation Type  Diagonal Galvanizing (min) 

Inspection Date  Diagonal Coating (min) 

Latitude  Leg Thickness (average) 

Longitude  Leg Galvanizing (min) 

Installation Year  Leg Coating (min) 

Instructions  Capacitance (Farad) (for Coating Systems Only) 

city  RC Constant (for Coating Systems Only) 

Year   Notes – Site and ROW 

type   

Latitude    

Longitude    

Survey Procedure 

The following is the procedure for the Rights of Way assessment (ROW), site survey and direct 
assessment of the structure. The equipment requirements are simple but calibration is required 
before survey work is started. 

1. Populate the following checklist (see Table 9) by observing features of the ROW. 
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Table 9. Rights of way checklist for field survey. 

Fossil Fuel Gen Plant   Tidal Areas   
Sewage Treatment Plants   Pulp & Paper Industries   
Metal/ Steel Production   Subways   
Road salts   Road Crossings (Auto emissions)   
Pickling (Acid Bath) Industries   Live Stock Yard   
Large Welding/ Fabrication Facility   Mining Operations   
Swamps    Refineries    
Chemical Industries   Bleaching Plants    
PVC plants   Fertilizers (Agricultural)    
Ocean Spray   Smog    
Semiconductor industries   Pipelines    
Alcoa Plants   Landfills   

 

2. The structure site is then visually reviewed for anomalies, elevation changes or past 
repairs 

3. A white board with a magnetic strip is prepared with circuit number, structure number, 
leg. Time and date stamp are implemented within the digital image and color correction 
strips are secured to the white board along with a scale. 

4. The inspection area on each leg is wire brushed to remove loose oxides, coating material, 
dust and general debris. The area can be gently wire brushed by hand or with a twisted 
wire cup in an electric drill, but the surfaces must be cleaned in both directions and then 
wiped using a clean towel. 

5. Each leg of the structure is assessed for coating thickness and an average thickness 
measurement will be at least three (3) per leg, brace or diagonal member and an image 
recorded of the structure framed with the white board. 

6. Sectional losses on the structural member will be quantified in terms of edge loss, 
thickness loss or pitting. Pitting will be quantified by use of standard ASTM G46 or 
ASTM  B627. 

7. The weather side of each structure will be identified with a capacitance measurement on 
organic coating systems and a reflectance measurement on galvanizing when possible. 

8. The structure will be digitally photographed showing the overall structure and close ups 
of each segment of the construction. 

Test Coupon Fabrication and Installation 

The second part of this survey was to support a long range research project in quantifying the 
corrosivity ranking of each structure location. One hundred (100) racks were fabricated for 
subsequent attachment to specific towers at various heights, each rack holding thirteen (13) 
coupons in alignment with the compass rose. The rack was designed to hold four different types 
of coupons which would quantify degradation in various environments (Figure 4-1).   
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Figure 4-1: Coupon Rack Design for Attachment to the Structure 

Bare Steel Coupons 

The first type of coupon is a bare steel coupon that was cut from tower members removed from 
service (see Figure 4-2). This coupon will provide corrosion rates of the materials used in 
construction of the tower for each location throughout the province. A coupon may be removed 
at regular intervals and weighed for gravimetric analysis and mass loss conversions to corrosion 
rates. 
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Figure 4-2: Bare Carbon Steel Coupon That Has Been Serialized, Weighed, Measured and 
Characterized by Color 

Galvanized Coupons 

The second type of coupon was also cut from tower members, blasted and hot dipped galvanized 
according to the ASTM A123 standard (see Figure 4-3). This coupon may also be examined at 
regular intervals using thickness measurements to determine galvanize (zinc) corrosion rates 
throughout the province. 

 

Figure 4-3: Galvanized Test Coupon That Has Been Serialized, Weighed, Measured and 
Characterized by Color 

Coating System Coupons 

The third coupon was cut from tower members, degreased and spray painted with Galvotech (see 
Figure 4-4). Galvotech 2000 coating system is a high load zinc rich coating system with 
performance claims similar to hot dipped galvanize. The performance of this system may be 
summarized by attributes such as capacitance, permeability, moisture uptake, adhesion or 
thickness. The simplest method that may be employed to trend coating system degradation would 
be thickness measurements using ultrasonic or magnetic pull off gauges. This trending requires 
multiple inspections at specific time intervals and will support decisions on required time until 
recoat operations. 
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Figure 4-4: Coated Steel Coupon That Has Been Serialized, Weighed, Measured and Characterized 
by Color 

Tensile Coupon 

The last type of coupon is a tensile specimen that is designed to quantify the mass loss due to 
atmospheric exposure. This is completed by removing the specimen from the rack and pulling 
tension until failure while monitoring displacement and load. Unfortunately this is a destructive 
test and will not allow trending but will frame the time interval required for pit formation and 
penetration rates for localized corrosion. 

 

Figure 4-5: Tensile Test Steel Coupon That Has Been Serialized, Weighed, Measured and 
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Characterized by Color 

Listing of Coupon Measurements 

Each coupon was characterized in the laboratory to provide a baseline condition assessment on 
thirteen hundred (1,300) test coupons with the following data types and equipment required (see 
Table 10). 

 Surface Area 
 Thickness 
 Width 
 Length 
 Mass 
 Coating System Layer Thickness 
 Galvanizing Thickness 
 Profile 
 Photographs (with color correction using Hunter Scale) 

Additional data provided by the manufacturer of the tensile coupons is listed below: 

 DIMENSIONS: 
 THICKNESS: .1/8"+/-.005" 
 OVERALL LENGTH: 4"+/-1/32" 
 GRIP WIDTH: 3/8"+/-1/32" 
 GRIP LENGTH: 1-1/4" +/- 1/32" 
 GAGE LENGTH: 1.000"+/-.003" 
 GAGE WIDTH: .250"+/-.005" 
 TRANSITION RADIUS: 1/4" TYPICAL 
 MATERIAL: A572 GR50 UNS# K02303 
 FINISH: 32RMS OR BETTER 
 STENCIL: NONE 
 PACKAGE: INDIVIDUALLY VCI WRAP TO PROTECT DURING SHIPPING. 

Equipment List 

Table 10: Laboratory Instruments Used to Qualify the Coupons 

Instruments Used : Make/Model : ID #: Cal due date: 

Weighing Scale (for Tensile coupons) Mettler AE 240 KIN 035055-0 Oct. 2012 

Weighing Scale (for Rectangular Coupons)
Mettler PB153-

5 
KIN 00020 May-13 

Screw Gauge (for thickness 
measurements) 

Mitutoyo IP 65 KIN 01672 July 11/12 

Vernier Calliper (for length/width 
measurements) 

Mitutoyo 
Digimatic 

10090-0 Dec. 13/13 

Positector (for NDT) 
Positector 

6000 
Kin 00983 Sep. 19/12 

Shims (for NDT calibration check) plastic shims Kin - 00983 Sep. 19/12 
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Color Correction Baseline 

The last item supporting the coupon characterization was a baseline of the color correction tabs 
within each coupon photograph. The Hunter Scale was selected for all color baselines using the 
combination of L*, a* and b*. This data may be used to understand the changes in the coupons 
and trend the effects of UV degradation. This could be completed within the laboratory 
environment using a spectrometer or by digital photography and spectral analysis. The following 
Table 11 shows the baseline values of each color tab. 

Table 11: Baseline Hunter Scale of the Color Correction Tabs 

Reference Color  L*  a*  b* 

Blue  15.040  0.107  ‐0.140 

Green  17.720  ‐0.520  1.327 

Orange  19.000  1.672  2.424 

Red  17.970  2.127  1.138 

Yellow  19.060  ‐1.950  5.984 

Black  18.450  0.129  0.477 

Coupon Rack Installation 

Each coupon rack had a specific location and attachment height designated by HydroOne and all 
sites were above EPRI working heights so HydroOne personnel took ownership of all coupon 
installations (see Figure 4-6). The attachment was made using a pair of angles that were slotted 
to allow clamping to the horizontal member (see Figure 4-7). 

 

Figure 4-6: Typical Coupon Rack Installation 
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Each site was logged with the following data so that coupon racks may be recovered at some 
future time and the degradation of each coupon quantified to establish corrosion rates by 
geographic location. 

 Site Number 
 Circuit Number 
 Assigned Structure Number 
 New Structure Number 
 City 
 Total Sites  
 Date Complete 
 Sites Installed 
 Group Photo I.D. 
 Coupon Identification Numbers Installed at Site 
 Height Feet 
 Orientation 
 Install Instructions 
 Year 
 Tower Type 
 Notes 
 GPS Coordinates 

 

  
Figure 4-7: Coupon Installation Showing the Attachment Method and Clocking of Coupons, note 
the tensile test coupon on the front in a horizontal position 
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5 DIRECT ASSESSMENT OF PITTING CORROSION 

Engineering case studies to determine remaining structural strength require conversion of 
corrosion damage into sectional loss. Thinning and edge loss are straight forward conversions 
however conversion of pitting corrosion is not as straight forward. This chapter deals with a 
methodology to use of ASTM G46 for pit assessment and then the algorithms to convert those 
measurements into mass loss and finally corrosion rates. 

There are variations in cross-sectional shapes of pits which include narrow, elliptical and wide, 
shallow but other types may be related to subsurface irregularities or the microstructure of the 
material. ASTM G 46 categorizes the pits within localized corrosion according to density, size 
and depth with each category having a severity level from 1 to 5. Pit measurements may be made 
with a dial depth gage that has a pointed spindle that reaches into the root of the pit (see Figure 
5-1).  

 

Figure 5-1: Dial Vernier Depth Gage with a Pointed Spindle 

The pit size and density per surface area may be estimated using the comparison coupons in the 
ASTM standard. The conversion into sectional loss may then be completed using Equation 1, for 
a parabolic shape, to calculate the volume of steel loss. 
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Equation 1:  	 	 	 . 	  

Where: 

V = Volume of a Paraboloid 

r = Radius 

h = Depth of Pit 

d = Diameter of Pit 

Note: the charts depicting pit size are area measurements and must be converted to diameters 

Once the steel loss has been calculated a case study may be completed to determine if there is 
sufficient thickness for future service. The volume of the paraboloid in Equation 1 may be 
multiplied by the density of the pits to derive the mass loss.  Conversion of the mass loss into 
corrosion rates may then be made using Equation 2. 

Equation 2:  	  

Where: 

CR = Corrosion Rate (mpy) 

K = 3,450,000 

D = 7.86 (g/cm3) 

A = Area (cm2) 

W = Steel Loss (g) 

T = Corrosion Time (hrs) 

Once a corrosion rates for steel or zinc has been determined for that location, a corrosivity 
ranking by material type may be assigned to that geographic location using tables found in ISO 
9223 (see Table 12). 

Table 12: ISO Standard 9223-2012 for Carbon Steel and Galvanize Loss in Various Environments 

Corrosion Rate 
Ranges 

Carbon Steel Galvanize (Zinc) 

Max (mils/yr) Min (mils/yr) Max (mils/yr) Min (mils/yr) 

C1 0.012 0 0.002 0 

C2 0.193 0.012 0.016 0.002 

C3 0.394 0.193 0.043 0.016 

C4 0.63 0.394 0.087 0.043 

C5 1.535 0.63 0.173 0.087 

CX 5.433 1.535 0.512 0.173 
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6 RESULTS 

Survey Data Analysis 

Data collected at each structure consisted of member thickness, coating thickness and 
galvanizing thickness. Because of the age of the structures it was unclear how many coatings 
were applied in the past or at what point the coating was applied as the galvanizing was 
degrading. Multiple measurements were made on all members within reach when working from 
the ground. In the event that foundations or structure extensions were installed, the HydroOne 
field crew assisted in collecting measurements. In addition to assisting in making measurements, 
the field crew installed the coupon racks at specific heights and orientation on the towers. In 
some cases there was more than one coupon rack installed. 

The average age of the survey samples was 56 years of age. There were structures installed as 
late as 1991 and some as early as 1910 (see Figure 6-1).  

 

Figure 6-1: Age Distribution of Structures Surveyed 

Galvanizing Thickness Measurements 

Coating and galvanizing thickness variances were analyzed to understand the significance of 
orientation to the weather. The diagonal and brace galvanizing have degraded more than the legs 
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indicating that vertical surfaces are less prone to aging than horizontal surfaces. This can be 
attributed to time of wetness and ponding of water on flat surfaces. It was necessary to assume 
that the initial galvanizing thicknesses met the specifications for minimum galvanizing thickness 
of 3.9 mils or 99 microns. Simply subtracting the measured thicknesses from the assumed 
original thickness divided by the structure age resulted in a corrosion rate for galvanizing.  

Note: These values are considered conservative due to the fact that the original galvanizing 
thickness may have been twice those values. The impact on the results are that the corrosion 
rates would have doubled and shifted many of the corrosivity categories to a more severe rating. 

Table 13 Geographic Ranking for Galvanizing through Inspection Data 

city  Age  Latitude  Longitude  CRmil  CRmicron 
Corrosivity 
Category 

SUDBURY  41  ‐81.0044467  46.5158900  0.001  0.0  C1 

SUDBURY  28  ‐81.3309583  46.4477500  0.004  0.1  C2 

NANTICOKE  44  ‐80.0785833  42.8888683  0.005  0.1  C2 

BARRETT CHUTE #2 
JCT X SHARBOT JCT 

65  ‐76.6962650  45.0482233  0.008  0.2  C2 

NANTICOKE  40  ‐80.0801111  42.8903153  0.009  0.2  C2 

HAMILTON  63  ‐79.8768711  43.1918910  0.010  0.2  C2 

TORONTO  45  ‐79.4171820  43.7823450  0.012  0.3  C2 

HAMILTON  63  ‐79.9311140  43.2411360  0.013  0.3  C2 

NIAGARA  60  ‐80.0296785  43.1844984  0.014  0.4  C2 

KITCHENER  65  ‐80.5678050  43.4699520  0.015  0.4  C2 

PETERBOROUGH  86  ‐78.3115950  44.2388867  0.015  0.4  C2 

wallaceburg  47  ‐82.3549629  42.6086457  0.016  0.4  C2 

SUDBURY  66  ‐81.0590473  46.4951514  0.016  0.4  C2 

Belleville  87  ‐77.4760583  44.3356667  0.018  0.4  C3 

TORONTO  37  ‐79.5783000  43.6864000  0.018  0.5  C3 

ETOICOKE  47  ‐79.5861330  43.6671090  0.018  0.5  C3 

HAMILTON  65  ‐79.9316765  43.2427210  0.018  0.5  C3 

PETERBOROUGH  84  ‐78.3124800  44.2380417  0.021  0.5  C3 

NIAGARA  90  ‐79.1486300  43.1200433  0.022  0.6  C3 

TORONTO  25  ‐79.2694040  43.7448060  0.022  0.6  C3 

CORNWALL  69  ‐74.8680250  45.0472400  0.023  0.6  C3 

BARRETT CHUTE #2 
JCT X SHARBOT JCT 

83  ‐76.6964217  45.0483133  0.025  0.6  C3 

ST.CATHERINES  63  ‐79.8911610  43.2990800  0.025  0.6  C3 

WINDSOR  75  ‐82.8729830  42.2824730  0.026  0.7  C3 

KITCHENER  61  ‐80.4476387  43.4469723  0.028  0.7  C3 

ETOICOKE  74  ‐79.5884250  43.6628800  0.028  0.7  C3 

ETOICOKE  65  ‐79.5852360  43.6671110  0.029  0.7  C3 

ST.CATHERINES  93  ‐79.3073142  43.1435422  0.030  0.8  C3 
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CORNWALL  57  ‐74.8684289  45.0609575  0.030  0.8  C3 

NANTICOKE  39  ‐80.0795098  42.8874491  0.030  0.8  C3 

Kingston  75  ‐76.5700968  44.2706849  0.031  0.8  C3 

NANTICOKE  24  ‐80.0810917  42.8901360  0.032  0.8  C3 

TORONTO  47  ‐79.5791220  43.6819960  0.035  0.9  C3 

PETERBOROUGH  83  ‐78.3120550  44.2377300  0.036  0.9  C3 

HAMILTON  64  ‐80.2805998  43.5382793  0.036  0.9  C3 

HAMILTON  104  ‐79.9330717  43.2492800  0.038  1.0  C3 

WINDSOR  64  ‐83.0873910  42.2785670  0.038  1.0  C3 

HAMILTON  50  ‐79.8593652  43.1877772  0.039  1.0  C3 

HAMILTON  99  ‐79.9324600  43.1987430  0.039  1.0  C3 

HAMILTON  99  ‐79.9315480  43.2483250  0.039  1.0  C3 

HAMILTON  99  ‐79.9306890  43.2413615  0.039  1.0  C3 

HAMILTON  99  ‐79.9305830  43.1982755  0.039  1.0  C3 

wallaceburg  69  ‐82.3566033  42.6082523  0.040  1.0  C3 

OTTAWA  68  ‐75.6319420  45.4257550  0.041  1.0  C3 

TORONTO  68  ‐79.2714080  43.7449350  0.042  1.1  C3 

KITCHENER  64  ‐80.5272070  43.4365720  0.044  1.1  C4 

ST.CATHERINES  45  ‐79.1722635  43.1049111  0.045  1.1  C4 

OSHAWA  86  ‐78.4607600  44.0527083  0.045  1.2  C4 

OSHAWA  85  ‐78.9053700  43.9676517  0.046  1.2  C4 

PETERBOROUGH  85  ‐78.3112400  44.2394383  0.046  1.2  C4 

WINDSOR  45  ‐82.8660710  42.2794180  0.047  1.2  C4 

PETERBOROUGH  82  ‐78.3120550  44.2377300  0.048  1.2  C4 

Comber  63  ‐82.5724490  42.2170439  0.048  1.2  C4 

NIAGARA  61  ‐79.9615814  43.1432082  0.048  1.2  C4 

CORNWALL  80  ‐74.8692143  45.0498023  0.049  1.2  C4 

HAMILTON  61  ‐79.8454133  43.1843433  0.049  1.2  C4 

LONDON  63  ‐81.2640619  42.8886053  0.051  1.3  C4 

TORONTO  66  ‐79.4174783  43.7820033  0.051  1.3  C4 

LONDON  74  ‐81.4673395  42.7256119  0.053  1.3  C4 

TORONTO  73  ‐79.5735450  43.6879600  0.053  1.4  C4 

TORONTO  73  ‐79.4175540  43.7816540  0.053  1.4  C4 

NANTICOKE  43  ‐80.0790617  42.8887917  0.054  1.4  C4 

LONDON  45  ‐81.2649133  42.8884333  0.059  1.5  C4 

TORONTO  45  ‐79.5774850  43.6861340  0.059  1.5  C4 

SARNIA  66  ‐82.4206400  42.9334700  0.059  1.5  C4 

TORONTO  65  ‐79.5767803  43.6811878  0.060  1.5  C4 

TORONTO  65  ‐79.5749400  43.6866240  0.060  1.5  C4 

TORONTO  65  ‐79.4174783  43.7820033  0.060  1.5  C4 

HAMILTON  64  ‐79.9326700  43.2495495  0.061  1.5  C4 
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KITCHENER  63  ‐80.5453799  43.4172950  0.062  1.6  C4 

WINDSOR  62  ‐83.0892561  42.2787516  0.063  1.6  C4 

chatham  62  ‐82.0905817  42.3897633  0.063  1.6  C4 

HAMILTON  62  ‐79.1056790  43.1352340  0.063  1.6  C4 

SARNIA  61  ‐82.4474172  42.9224281  0.064  1.6  C4 

SARNIA  61  ‐82.4340248  42.9264198  0.064  1.6  C4 

SARNIA  61  ‐82.4189417  42.9332050  0.064  1.6  C4 

HAMILTON  61  ‐79.9318100  43.2497660  0.064  1.6  C4 

ST.CATHERINES  60  ‐79.9926033  43.1405915  0.065  1.7  C4 

NIAGARA  60  ‐79.2852067  43.0711289  0.065  1.7  C4 

TORONTO  59  ‐79.2684960  43.7443630  0.066  1.7  C4 

ST.CATHERINES  59  ‐79.1720949  43.1045947  0.066  1.7  C4 

OTTAWA  57  ‐75.4810160  45.3403313  0.068  1.7  C4 

SARNIA  49  ‐82.4398959  42.7968094  0.077  2.0  C4 

SUDBURY  49  ‐80.8653467  46.4878183  0.080  2.0  C4 

SARNIA  48  ‐82.3926706  42.9180746  0.081  2.1  C4 

SARNIA  46  ‐82.4422117  42.7955267  0.085  2.2  C4 

WINDSOR  44  ‐82.8660710  42.2794180  0.089  2.3  C5 

SARNIA  44  ‐82.4428238  42.7964077  0.089  2.3  C5 

SARNIA  44  ‐82.4424916  42.7968540  0.089  2.3  C5 

SUDBURY  44  ‐80.8644763  46.4884415  0.089  2.3  C5 

NIAGARA  44  ‐79.3071086  43.0709849  0.089  2.3  C5 

SUDBURY  40  ‐80.9595967  46.5503883  0.098  2.5  C5 

HAMILTON  38  ‐79.8423335  43.1846855  0.103  2.6  C5 

OSHAWA  38  ‐78.9050033  43.9662900  0.103  2.6  C5 

Kingston  38  ‐76.5692330  44.2702706  0.103  2.6  C5 

Comber  37  ‐82.5714518  42.2177264  0.105  2.7  C5 

OSHAWA  34  ‐78.9050371  43.9667496  0.115  2.9  C5 

SARNIA  33  ‐81.2511133  42.9032600  0.118  3.0  C5 

TORONTO  33  ‐79.4297940  43.8317260  0.118  3.0  C5 

SUDBURY  27  ‐80.9617417  46.5502700  0.144  3.7  C5 

OSHAWA  25  ‐78.9051317  43.9671667  0.156  4.0  C5 

TORONTO  23  ‐79.4304280  43.8319910  0.170  4.3  C5 

TORONTO  23  ‐79.4292480  43.8313280  0.170  4.3  C5 

 

New Inspection Technique for Thin Coating Systems 
Field Evaluations of the Capacitive Discharge Rate technique showed promise but much more 
research and development is required to provide a reliable tool for the field. It appears there is a 
relationship between coating thickness and the CDR technique however additional testing should 
be completed in a controlled environment to extrapolate a precise and accurate relationship. 
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 Application of the CDR technique was found to be incompatible with the new coating system 
due to the conductivity of the zinc within the resin matrix but did show promise to the legacy 
coating systems. 

Mass Loss Measurements from Survey Data 

Each structure was reviewed for edge loss, thinning and localized corrosion or pitting. There 
were no measureable losses due to edge loss or thinning but some localized corrosion was found.  

Conversion of the pit measurements into sectional losses reveals minimal strength losses. One 
diagonal exhibited 6.9% sectional loss followed by two other diagonals with 1.8% and 1.3%. All 
other structural members had sectional losses less than 1% calculated. 
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7 SUMMARY AND CONCLUSIONS 
 

Overview: 

Overall the structures have been well maintained and all are in serviceable condition despite age 
and some environments, such as Sarnia, that have been historically highly corrosive. Earlier 
surveys containing estimates of diminished service life were in error and minimal issues with the 
structure population are expected based upon survey results and forecasted maintenance 
operations. 

Structure Degradation: 

There were 10.3% of the structures with localized or pitting corrosion and the worst case was 
6.9% on a diagonal member. Table 14 lists the structures that have experienced some pitting and 
subsequent strength loss on the structure surfaces but it was determined that categorizing 
locations based upon material loss would be erroneous due to routine maintenance operations. 

Table 14 Structures with Localized Corrosion 

Structure 
Number 

Circuit Brace Diagonal Leg 
North West East South North West East South North West East South 

9 R14T     X X  X     

10 V41N 
L23N 

     X       

33 Q23BM     X X X X   X X 

33 Q26M     X X X X     

35 Q2AH X   X         

35 Q30M X            

65 N6510     X X X X X X X X 

66 N6510      X       

84 L27V      X       

84 T9K     X X X X X X X X 

91 Q5G X X X X X X       

238 Q29HM X    X X X X     

 

Pending Maintenance: 

Analysis of galvanize thickness data revealed that 13.88% of all structures require application of 
a coating system based upon a thickness threshold of 1.65 mils. This is to be expected of a 
system with an average structure age of 56.7 years (based upon random sample selection for the 
survey). If the reject criteria was extended to 1.95 mils the reject rate would become 23.9% of all 
structures. 

Table 13 in chapter 6 highlights the atmospheric corrosivity ranking of all the structures in the 
survey. The GPS coordinates may then be used on a topographical map to outline areas of 
interest for subsequent maintenance operations. 
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GIS Based Atmospheric Corrosivity Maps (C2 through C5 Categories) 

The following series of maps outline the corrosivity of the Ontario province by severity due to 
environmental factors such as time of wetness and airborne contaminants.  

 

Figure 7-1C2 Corrosivity Levels throughout the Ontario Province 
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Figure 7-2 C3 Corrosivity Levels throughout the Ontario Province 
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Figure 7-3 C4 Corrosivity Levels throughout the Ontario Province 
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Figure 7-4 C5 Corrosivity Levels throughout the Ontario Province 
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Galvanized Surfaces 

Decisions in when to coat a galvanized surface should be based upon the cost of surface 
preparation because labor should be the deciding factor in a coating application program.  

Coating System Degradation Phase 

 1 Intact Galvanizing, New 

2 Intact Galvanizing, Aged 

3 
Aged Galvanizing, Some Exposed 
Substrate 

4 Aged Galvanizing, Exposed Substrate 

5 
Aged Galvanizing, 50% Exposed 
Substrate 

 

Galvanizing typically fails by pinpoint rusting, progressing until it covers the entire surface. For 
a practical repair, the galvanized surface should be lightly blasted to remove the pinpoint rust and 
touched up using an organic zinc coating system. Application of this coating system should be 
completed by good surface preparation followed by degreasing and finally stripe coating the 
edges before a final top coat is applied. Stripe coating ensures that there is good coverage in 
areas that traditionally fail first due to thinning on corners and edges of the structural member. 

Painted Surfaces 

There are a few factors to consider in the repair of a painted structure surface. The first question 
is when to repair the existing coating. Should the coating system exhibit a failure before the 
coating is repaired? If the coating system is intact may the remaining service life be estimated for 
forecasting budget funds? What coating system should be selected and will it be compatible with 
the existing coating system? 

Statistical Significance of the Survey 

HydroOne has an estimated 52,000 structures in the Ontario province and the survey resulted in 
103 structures with complete data sets outlining condition assessments containing steel loss, 
coating and galvanizing thickness measurements. Based upon this sample size we may calculate 
a confidence level of 95% with a margin of error of 9.65%.  

Understanding the statistical significance of this survey allows us to confidently apply the 
distributions of the findings to the overall population of structures throughout the province. This 
provides guidance for prioritizing maintenance operations and establishing inspection intervals 
by geographic location. 
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Future Research: 

Capacitive discharge measurements may provide valuable data in the inspection of legacy 
coating systems however is not anticipated to be beneficial in quantifying the new thinner 
conductive coating systems that are being implemented. 

Spectroscopy has demonstrated positive results in identifying iron oxides and should be 
considered as a potential tool to be refined for the screening of structures, conductors, hardware 
and components with a galvanizing coating. 

Modeling the service territory will remain a challenge due to the lack of environmental data, 
however the installation of the test coupon racks will provide much better resolution than data 
currently available. It is anticipated that definitive results will require many years of exposure to 
implement this program in all areas of the province. 

The development timeline of the models may be accelerated through the implementation of 
sensors to measure temperature, time of wetness, concentrations of contaminants and surface 
conductivity. The coefficient of determination values outlined in chapter 3 supports the 
development of atmospheric models but the collection of sensor based data is currently 
expensive to implement and time consuming.
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9 CAPACITIVE DISCHARGE RATE (CDR) 

Background 

HydroOne expressed an interest in implementing a new coating system within their service 
territory. This coating system is unique in that it is a thin film, high zinc load epoxy based system 
and traditional methods to quantify coating integrity may not apply properly. This chapter 
contains the research effort in development of a new inspection tool to identify coating systems 
near the end of life.  

Both an organic coating system and a thin film oxide formation in a corrosion cell will act as a 
capacitor and may be measured in a laboratory setting using “Electrochemical Impedance 
Spectroscopy”. This technique is highly sensitive and is able to measure impedances in excess of 
100 G, capacitance, moisture uptake and corrosion rates of the base metal. The negative in the 
use of this technique is that it is highly sensitive to noise and will not provide reliable 
measurements in field conditions. A DC technique that may be implemented in the field provides 
a capacitance measurement. A device called a potentiostat may be used to polarize a finite area 
of coating system and then monitor the discharge rate of that area to calculate capacitance.  

In this survey Capacitance Discharge Rate (CDR) measurements were collected in the field on 
coated structures in September 2012. In addition, structures coating thickness were measured 
among other structure parameters. During the field evaluation, a voltage was applied to the 
structures and a capacitance discharge rate was measured. The non-conductive coating of the 
structure was acting as a capacitor.  

The capacitance is related to the distance between the two plates of a capacitor (eq. 1) [1]. In the 
case of the structure coating, this distance is the coating thickness. 
  

	C       Eq.1 

Where  ε0 is the permittivity of free space equal to 8.854 10-12 F/m 
εr is the relative permittivity of dielectric 
A is the area of the capacitor (m2) 
C is the capacitance (F) 
d is the distance between the plates of the capacitor 

 Goal 

The following report aims at correlating field measurements of CDR with the structure coating 
thickness. The goal is to find a statistically relevant relationship between CDR and coating 
thickness, and potentially use this relation in the field during future structures investigation. 
 

Data Analysis procedure 

Calculation of RC, the circuit time constant 

Coating thickness and capacitance discharge rate (CDR) were measured in the field. The CDR 
data consist in the measurement of the voltage decreasing over a period time (figure 1). In order 
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to correlate the thickness of the coating with the CDR, the discharge constant RC of the system 
was measured. During a capacitor discharge, the voltage follows an exponential decay described 
by the following equation (Eq 2) [1]:  
 

     V t V ∙ e      Eq.2 
 

Where  V(t) is the voltage across the capacitor at time “t” 
  V0 is the initial voltage  
  t is the time 
  RC is the circuit time constant (R, resistance and C, Capacitance) 
 
Figure 9-1 is an example of the CDR data obtained in the field (structure 18 Q23BM). It follows an 
exponential decay as predicted by the equation 2. In order to correlate such data to the coating 
thickness of the structure, equation 2 was modified to easily calculate the system constant, RC. 
 

 
Figure 9-1: CDR data obtained from the right leg of the structure 18 Q23BM north  

 
Equation 2 was transformed into a linear form (Eq.3) by applying the natural logarithm on both 
side of the equation. The transformed equation is in the form “y=a*t+b” where the slope of the 
line is -1/RC. As a result, by using the data collected in the field during the discharge, voltage at 
time “t” (figure 1), and plotting them using equation 3, we will be able to calculate the constant of 
the system (RC) for the specific structure location and potentially correlate it to the thickness of 
the structure at this location. 
 

ln ln       Eq.3 

 
Since the natural logarithm function cannot return the value of a negative number, some data 
processing was necessary before using equation 3. The voltage values were normalized to the value 
at which the voltage plateaus after about 110 seconds (according to the structure, the plateau value 
might have been reach faster or later). As a result, all value where positive and the plateau value 
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was equal to 0. Moreover, for the calculation, the voltage values for the first 29 seconds were 
discarded (voltage constant due to experimental operation). 

 

 

Figure 9-2: 18 Q23BM discharge data plotted using equation3  

 
Equation 3 was applied to the voltage values of 18 Q23BM structure and graphed (see Figure 9-2). 
In the case of the structure 18 Q23BM, the linear transformation had best-fit-line with a R2 of 0.98 
and a slope of -0.0627. The calculated RC value for this location is then 15.95. This procedure was 
repeated for the CDR measurements of the coated structures evaluated in the field (see appendix 
A): 
 

North face right leg of structure #18 Q23BM  
South face left leg of structure #39 Q28A (2 samples) 
North face left diagonal of structure #86 B3B4 
South face left diagonal of structure #88 M27B  
North face left brace of structure #92 B12  
East face right diagonal of structure #111 B3B4 
East face right leg of structure #97 H24C, clean (2 samples) 
East face right leg of structure #97 H24C, unclean (2 samples) 
East face right leg of structure #651 C28C, clean 
East face right leg of structure #651 C28C, unclean 
East face right leg of structure #682 H24C, clean 
East face right leg of structure #682 H24C, unclean 
East face right leg of structure #682 H24C 

 

R and C calculations  

In order to find a relationship between the CDR measurements and the coating thickness of the 
structure, several approaches were pursued. While the method to find the system constant (RC) 
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only requires the voltage values, the current values during discharge were also measured during 
field evaluation.  
 
These current values were used at first to measure the resistance of the circuit using the Ohms law 
(eq. 4) and the capacitance using equation 5 [1]. In the case of the resistance measurements, voltage 
was plotted against current, expecting a line with a slope value of “R”. In the case of the 
capacitance calculation, current values were plotted against d(v)/dt, expecting a line with a slope 
value of C. However, in the case of the Capacitance calculation, the R2 of the best fit lines were 
below 0.01, and in the case of the resistance calculation, the R2 of the best fit lines were varying 
from 0.02 to 0.90. The poor fit of the linear regressions, in both case, seemed to be due to the poor 
quality of the current reading done in the field.  

 
∙         eq.4 

 

∙       eq.5 

 
As a result, the confidence of the R and C values obtained this way were significantly low, and 
only the calculation of the RC values, showing good relevance (see R2 value table 1), was shown 
in this report. 

CDR Results 
RC values calculated 

The RC values calculated and coating thicknesses for each location are regrouped in Table 15. It is 
important to notice that the coating thickness is the average of three readings. The RC values 
obtained and shown in Table 15 were obtained from line of best fit with a R2 ranging from 0.72 to 
0.99 (with the exception of 39 Q28A 1 with a R2 of 0.14). The high R2values shows field 
measurement of CDR were done properly. 
 

Table 15: coating thickness and RC values of field structures 

Location 
Coating thickness 

(mils) 
RC Best fit line r2 

18 Q23BM 6.77 15.95 0.99 
39 Q28A (2) 4.80 43.86 0.83 
39 Q28A (1) 4.80 123.46 0.14 

86 B3B4 2.29 25.13 0.95 
88 M27B 2.43 29.94 0.97 
92 B12 4.97 21.23 0.90 

111 B3B4 5.13 4.15 0.72 
97 H24C clean (1) 3.39 2.7 0.98 
97 H24C clean (2) 3.39 7.37 0.92 

97 H24C unclean (2) 3.39 1.52 0.84 
97 H24C unclean (1) 3.39 1.73 0.98 

651 C28C clean 5.70 21.41 0.93 
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651 C28C unclean 5.70 0.67 0.99 
682 H24C clean 8.53 4.24 0.96 

682 H24C unclean 8.53 20.96 0.97 
682 H24C 8.53 4.5 0.97 

 
The values in Table 15 were graphed (RC values against coating thicknesses) and are shown in 
Figure 9-3. Because of the high variability of the data, another graph has been plotted (Figure 9-4) 
discarding the reading from “unclean samples” and by taking the best of each replicate (for 39 
Q28A and 97 H24C). The values discarded are highlighted in grey in Table 15. 
 
 
 
 

  

Figure 9-3: RC values plotted against coating thickness  
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Figure 9-4: RC values vs Coating thickness (*adjusted with best values) 

 CDR Discussion 

It is first noticeable, when looking at Table 15 and the samples replicated twice (39 Q28A, 97 H24C 
clean, and 97 H24C unclean), that the RC values varies among replicates. We can also see a 
difference in the RC values between the clean and unclean samples. This means that particular 
precautions need to be made in the field while doing CDR measurements. Structures should be 
cleaned and measurements repeated at the same exact location several time. 
 
When the entire set of RC values calculated from field measurements is plotted against the coated 
thickness (Figure 9-3), no correlation between these two parameters can be seen (R2=0.085). 
However, by discarding the unclean samples as well as the “bad” replicate values, it seems that 
there is a slight negative relationship (R2=0.24, slope = -2.98) between the coating thickness and 
the system constant, RC (Figure 9-4). As the coating thickness increases, the system constant 
decreases. If R is kept constant, this is in line with eq.1 (smaller distance between capacitor plates 
means greater capacitance). However, it is important to keep in mind that the best fit line’s R2 of 
figure 4 is only 0.24, which is really low. A statistical linear regression analysis on these data 
shows that it is not statistically relevant at a confidence interval of 90% (statistic not shown).  
 

Conclusion 

The field data showed that a relation between the coating thickness and CDR might exist. The high 
variability of field conditions could be the reason why these data are not sufficient to extrapolate 
a precise and accurate relationship. With the encouragement of field data, laboratory 
measurements of coating thickness and CDR under a control environment should be done to more 
accurately evaluate the relationship between coating thickness and CDR. 
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CDR graphs and linear transformations 

 

 North face right leg of structure #18 Q23BM  

 
 

 South face left leg of structure #39 Q28A 1 

 
 

 South face left leg of structure #39 Q28A 2 
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North face left diagonal of structure #86 B3B4 

 
 
South face left diagonal of structure #88 M27B  

 
 
North face left brace of structure #92 B12  

 
 
East face right diagonal of structure #111 B3B4 
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East face right leg of structure #97 H24C, clean 1 

 
 
East face right leg of structure #97 H24C, clean 2 

 
 
East face right leg of structure #97 H24C, unclean 1 

 
 
East face right leg of structure #97 H24C, unclean 2 
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East face right leg of structure #651 C28C, clean 

 
 
East face right leg of structure #651 C28C, unclean 

 
 
East face right leg of structure #682 H24C, clean 

 
 
East face right leg of structure #682 H24C, unclean 
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East face right leg of structure #682 H24C 
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10 GUIDANCE ON COATING SYSTEM FAILURES 
Table 16 Formulation Related Failures [1] 

Coating 
Failure 

Failure Appearance Cause of Failure Remedy 

Chalking 
Surface soft and 

powdery 
UV on organic resin binder, 

improper pigmentation 

Select radiation resistant 
resins and noncatalytic, 
nonchalking pigments 

Erosion 
Similar to chalking, 
Removed on high 

spots 

Chalking mechanism by 
weathering 

Select chalk resistant 
coating with good flow 

Checking 
Uneven, small, 

continuous fissures 
in coating only 

Surface stresses due to 
shrinkage by weathering and 

continued polymerization 
and oxidation 

Select weather resistant 
resins and inert 

reinforcing, noncatalytic 
colored pigments 

Alligatoring 

Large 
macrochecking, 

crosshatched 
pattern typical 

Internal stresses due to hard 
topcoat application over soft 

undercoat 

Apply thin coats and 
topcoat when 

completely dry 

Cracking 
Small breaks 

through coating to 
substrate 

Stresses due to continued 
polymerization and 
oxidation, improper 

pigmentation 

Select weather resistant 
resins and inert 

reinforcing, noncatalytic 
colored pigments 

Mud 
Cracking 

Large 
macrocracking, loss 
of adhesion, curling

Rapid drying of highly filled 
coatings 

Select coatings with 
high adhesion and avoid 

excess thickness 

Wrinkling 
Furrows and ridges 
in coating surface 

Surface expands more 
rapidly than body of film 

Apply evenly and avoid 
excess thickness 

Biological 
Failure 

Blotchy brown or 
black spots causing 

dirty appearance 
Bacteria or fungi 

Use nonbiodegradable 
modifiers 

Discoloration 
Yellowing, greying 

or darkening of 
coating 

Resin or pigment change due 
to weathering 

Select color stable resins 
and pigments 
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11 COATING SYSTEM APPLICATION NOTES 
Table 17 Polyurethane Application Specifications (typical) 

Coating Type Polyurethane 

Materials 
Two component system, Part A is an aromatic polyisocyanate polyol-cured 
resin, Part B is a Polyol Resin, used with or without a primer 

Typical Application Method Brush, Roller 

Environmental Conditions 
(Ambient Temp) 

35o to 120 oF 

Environmental Conditions 
(Substrate Surface) 

35o to 120 oF and 5o above dew point 

Typical Cure Time (Touch) 15 minutes @ 77o F (25o C) 

Typical Cure Time (Recoat) Within 24 hours of initial application 

Typical Cure Time (Backfill) 5-7 days @ 77o F (25o C) 

Advantages 
Available in aliphatic or aromatic form, Good chemical resistance, Flexibility 
and Hardness, Resistance to Abrasion, Rapid Cure Time 

Limitations 
Surface preparation is critical to coating system performance, Limited pot life 
once opened, Hazardous fumes (VOCs), Short recoat window 

Reference Standards -SSPC-PA 1 Shop, Field and Maintenance Painting of Steel  

 

Table 18 Moisture Cured Urethane Coal Tar Specifications (typical) 

Coating Type Moisture Cured Urethane Coal Tar 

Materials Single component system, used with or without a primer 

Typical Application Method Brush, roller, spray 

Environmental Conditions 
(Ambient Temp) 

20o to 100 oF 

Environmental Conditions 
(Substrate Surface) 

20o to 100 oF, no dewpoint restrictions 

Typical Cure Time Touch   

Advantages 
Single component material, Wider range of applications parameters, Wider 
range of recoat window, Resistance to chipping and abrasion, Resistance to 
acids or alkalis 

Limitations 
Surface preparation critical to coating system performance, Hazardous fumes 
(VOCs) 

Reference Standards -SSPC-PA 1 Shop, Field and Maintenance Painting of Steel 
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Table 19 Epoxy Specifications (typical) 

Coating Type Epoxy 

Materials Two or more component system including a base and curing agent 

Typical Application Method Brush, Pad, Roller 

Environmental Conditions 
(Ambient Temp) 

40o to 130 oF 

Environmental Conditions 
(Substrate Surface) 

40o to 120 oF and 5o above dew point 

Environmental Conditions 
(Materials Temp) 

50o to 100 oF both A & B 

Typical Cure Time (Touch) 1.5 hrs @ 75o F    (5 Mils at 25o C) 

Typical Cure Time (Recoat) 4 hrs @ 75o F         (4 to 8 mils at 25o C) 

Typical Cure Time (Backfill) 5-7 days @ 75o F        (4 to 8 mils at 25o C) 

Advantages Good adhesion, Good mechanical properties, Immersion resistance 

Limitations 
Surface preparation critical to coating system performance, Longer curing and 
drying time, Higher ambient temperature required to apply, Multiple coats 
required to build thickness, Hazardous fumes (VOCs) 

Reference Standards 
SSPC-PA 1 Shop, Field and Maintenance Painting of Steel, NACE Standard 
RP0105-2005 Liquid-Epoxy Coatings for External Repair, Rehabilitation, Weld 
Joints on Buried Steel Pipelines 

 

Table 20 Coal Tar Epoxy Specifications (typical) 

Coating Type Coal Tar Epoxy 

Materials 
Two or more component system, Part A contains a refined coal tar pitch, resin 
and a promotor to accelerate the curing rate.  Part B contains an epoxy resin 

Typical Application Method Brush, Roller 

Environmental Conditions 
(Ambient Temp) 

50o to 100 oF 

Environmental Conditions 
(Substrate Surface) 

50o to 100 oF and 5o above dew point 

Environmental Conditions 
(Material) 

50 to 90 oF both A & B 

Typical Cure Time (Touch) 4 hrs @ 75o F          (24o C) 

Typical Cure Time (Recoat) 6 hrs @ 75o F         (24o C) 

Typical Cure Time (Backfill) 7 days @ 75o F       (24o C) 

Advantages Water resistance, High Film Build, Good Adhesion to Substrate, Hardness 

Limitations 
Surface preparation critical to coating system performance, Hazardous fumes 
(VOCs), Longer curing and drying time, Higher ambient temperature required 
to apply, Multiple coats required to build thickness  
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Reference Standards 
SSPC-PA 1 Shop, Field and Maintenance Painting of Steel, NACE Technical 
Document 10D199 Coatings for the Repair and Rehabilitation of the External 
Coatings of Buried Steel Pipelines 
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12 EQUIPMENT LIST 
The following is the list of equipment and supplies required for an assessment of atmospheric 
structural degradation. 

1. Copper Copper Sulfate reference cell 
2. White board with magnetic strip on back 
3. Fluke Power Analyzer with flexible CT 
4. SSPC VIS II Coupon book 
5. Digital voltmeter 
6. 3M tape 
7. Wire brush 
8. Bag of clean shop rags 
9. Petri dishes 
10. Electrical tape 
11. Permanent marker 
12. Outside caliper 
13. Digital vernier caliper 
14. Metal straight edge 
15. Pit gauge 
16. Ultrasonic Thickness Gauge 
17. Magnetic Thickness Gauge 
18. Toughbook with GPS receiver 
19. Digital camera with GPS & Bluetooth 
20. Binoculars 
21. Rangefinder 
22. Tape measure 
23. 10x magnifier 
24. Flashlight 
25. Compass 
26. Distilled water 
27. Box latex or rubber gloves 
28. Filmetrics Spectrometer (Model F10-AR) 
29. Uniscan Potentiostat (Model 581) 
30. Defalsco Positest Gauge 
31. Olympus 38DL Plus 

  





 

Electric Power Research Institute 
3420 Hillview Avenue, Palo Alto, California 94304-1338 • PO Box 10412, Palo Alto, California 94303-0813 • USA 

800.313.3774 • 650.855.2121 • askepri@epri.com • www.epri.com 

Export Control Restrictions 

Access to and use of EPRI Intellectual Property is granted 
with the specific understanding and requirement that 
responsibility for ensuring full compliance with all applicable 
U.S. and foreign export laws and regulations is being 
undertaken by you and your company. This includes an 
obligation to ensure that any individual receiving access 
hereunder who is not a U.S. citizen or permanent U.S. 
resident is permitted access under applicable U.S. and 
foreign export laws and regulations. In the event you are 
uncertain whether you or your company may lawfully obtain 
access to this EPRI Intellectual Property, you acknowledge 
that it is your obligation to consult with your company’s legal 
counsel to determine whether this access is lawful. Although 
EPRI may make available on a case-by-case basis an 
informal assessment of the applicable U.S. export 
classification for specific EPRI Intellectual Property, you and 
your company acknowledge that this assessment is solely 
for informational purposes and not for reliance purposes. 
You and your company acknowledge that it is still the 
obligation of you and your company to make your own 
assessment of the applicable U.S. export classification and 
ensure compliance accordingly. You and your company 
understand and acknowledge your obligations to make a 
prompt report to EPRI and the appropriate authorities 
regarding any access to or use of EPRI Intellectual Property 
hereunder that may be in violation of applicable U.S. or 
foreign export laws or regulations. 

The Electric Power Research Institute Inc., (EPRI, 

www.epri.com) conducts research and development 

relating to the generation, delivery and use of 

electricity for the benefit of the public. 

An independent, nonprofit organization, EPRI brings 

together its scientists and engineers as well as 

experts from academia and industry to help address 

challenges in electricity, including reliability, 

efficiency, health, safety and the environment. EPRI 

also provides technology, policy and economic 

analyses to drive long-range research and 

development planning, and supports research in 

emerging technologies. EPRI’s members represent 

more than 90 percent of the electricity generated and 

delivered in the United States, and international 

participation extends to 40 countries. EPRI’s 

principal offices and laboratories are located in Palo 

Alto, Calif.; Charlotte, N.C.; Knoxville, Tenn.; and 

Lenox, Mass. 

Together…Shaping the Future of Electricity 

 

© 2010 Electric Power Research Institute (EPRI), Inc. All rights reserved. 
Electric Power Research Institute, EPRI, and TOGETHERSHAPING THE 
FUTURE OF ELECTRICITY are registered service marks of the Electric 
Power Research Institute, Inc. 

10xxxxx

 



Filed: 2016-08-31 
EB-2016-0160 
Exhibit I 
Tab 9 
Schedule 6 
Page 1 of 1 
 

Witness: Chong Kiat飠Ng 

Canadian Manufacturers & Exporters (CME) INTERROGATORY Attachment 3 1 

 2 

Hydro One has filed in confidence a report entitled ‘Galvatech Coating System Assessment – 3 

Aging Performance, Service Life and Evaluation of Field Applications’ by the Electric Power 4 

Research Institute (EPRI).   The report documents various test approaches and the performance 5 

evaluation of Galvatech 2000.  It provides information on anticipated service life of the coating 6 

system, application methods and quality control.  7 
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ABSTRACT 
 
The objective of this report was to conduct a short survey with EPRI members on phase 
conductors and to understand background information, inspections and assessment, test 
methods, failures, and design and installation.  EPRI’s focus is to understand how these systems 
are installed, how these practices have evolved and how HydroOne’s conductor inspection 
program compares to the industry practices. 
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1 BACKGROUND 
EPRI wants to understand the evolution of design, installation, test methods and maintenance 
practices of phase conductors by different electric power utilities across the United States.   

The purpose of this project is to identify the following: 

 Best in class inspection programs 

 Most common types of inspections technologies or techniques 

 Most common methods of laboratory assessments 

 Most common conductors in service 

 Failures due to degradation 
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2 GAPS AND OBJECTIVES 
The objective of this report was to conduct a short survey with EPRI members on phase 
conductors and to understand background information, inspections and assessment, test 
methods, failures and installation practices.  EPRI’s focus is to understand how these systems 
are installed, how these practices have evolved and how they compare overall with the 
HydroOne population assessment component of conductor fleet management. 
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3 RESEARCH APPROACH 
An introductory letter was first sent out to members to identify the proper persons of contact for 
the questionnaire on overhead conductors and their design, installation and maintenance 
practices.  Once the responses were received and reviewed, EPRI contacted the appropriate 
persons for the questionnaire.  

Each response was noted and the responses compiled into a matrix.  The responses were then 
analyzed for commonalities as well as differences in the practices of each utility that was able to 
answer the questionnaire.   

 
The questionnaire was composed of the following questions. 

Survey Content: 

1. Background 

2. Inspection & Assessment 

3. Sample Test Methods 

4. Failures 

5. Design & Installation 

Shield & Phase Conductors 

1. Background – tell us about your conductors in-service 

a. Do you currently have ACSR and ACSS conductors in service? 

i. Please define the shape (i.e.: round wire, trapezoidal wire, etc.). 

b. If yes, what are the primary sizes of the conductors currently in service? 

2. Inspection - How do you currently inspect your Shield & Phase Conductor wires?  

a. Sample testing 

b. CCAS (Shannon Device) 

c. Cormon Device 

d. EMAT 

e. LineVue 

f. Aerial (visual) 
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3. Sample Test Methods – Which test methods do you use in evaluating samples? 

a. Aeolian Vibration Endurance Test 

b. Galloping Endurance Test 

c. Sheave Passing Test 

d. Torsional Ductility Test 

e. Tension and Elongation at Failure Test 

f. Creep Test 

g. Wrap Test 

h. Electrical Resistance Test 

i. Remaining Zinc Test 

j. Corrosion Products Test 

k. Accelerated Corrosion Test 

l. Chemical Analysis 

m. Other _______________ 

4. Reject Criteria – Do you have a standard criteria for each test for reject 

5. Failures - How many conductor failures have you experienced due to degradation? 

6. Do you have forensic report associated with those failures and are they available? 
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4 RESULTS AND DATA 
The following utilities participated in the questionnaire. 

 Hydro One (1 response) 

 Public Service Company of New Mexico (PNM) (1 response) 

 AEP (1 response) 

 Dominion Power (1 responses) 

 NYPA (1 response) 

 WAPA (1 response) 

 Tri-State Utilities (2 responses) 

 The United Illuminating Company (UINet) (1 response) 

 Southern Company (1 response) 

 NPPD (2 responses) 

 National Grid (1 response) 

  



 

4-2 

Conductor Type 

The most predominant conductor in service is ACSR with 795 Drake being the leading choice. 
Table 1 below shows the predominant types of conductors that are currently in use by utilities. 

Utility  Conductor 
Strand 
Count 

Strand Size Diameter (in) 

Al  Stl 

PNM 

795 Drake  26/7  0.1749  0.136 

954 Cardinal  54/7  0.1329  0.1329 

477 Hawk  26/7  0.1354  0.1053 

WAPA  1272 Bittern  45/7  0.1681  0.1121 

SoCo  115kV          

AEP  138kV, 345kV          

NYPA  795 Drake  26/7  0.1749  0.136 

UINET 

1272 Bittern  45/7  0.1681  0.1121 

795 Drake  26/7  0.1749  0.136 

1590 Lapwing  45/7  0.188  0.1253 

Dom Power 

1351 Dipper  45/7  0.1733  0.1155 

795 Drake  26/7  0.1749  0.136 

636 Egret  30/19  0.1456  0.0874 

795 Mallard  30/19  0.1628  0.0977 

954 Rail  45/7  0.1456  0.0971 

477 Hen  30/7  0.1261  0.1261 

1590 Lapwing  45/7  0.188  0.1253 

1590 Falcon  54/19  0.1716  0.103 

Hydro One 
795 Drake  26/7  0.1749  0.136 

1440          

TriState 

795 Drake  26/7  0.1749  0.136 

477 Hawk  26/7  0.1354  0.1053 

1272 Bittern  45/7  0.1681  0.1121 

NPPD 

954 Rail  45/7  0.1456  0.0971 

266 Partridge  26/7  0.1013  0.0788 

336 Linnet  26/7  0.1137  0.0885 

795 Drake  26/7  0.1749  0.136 

795 Tern  45/7  0.1329  0.0886 

T2 397 Ibis  26/7  0.1236  0.0961 

T2 477 Hawk  26/7  0.1355  0.1053 

National Grid  400 Zebra  54/7  0.1252  0.1252 

Table 1: Conductor information 
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Inspection Technologies 

The following are four different types of devices that can be used for inspection of overhead 
conductors: 

1. Shannon Developments Corp – Conductor Corrosion Assessment System (CCAS) 

o The CCAS (see Figure 1) is a measuring instrument and an analytical software 
package.  It uses eddy currents to estimate the remaining service life of aging 
conductors. 

 

Figure 1: Conductor Corrosion Assessment System 

2. Teledyne Oil & Gas - Cormon Overhead Line Corrosion Detector (OHLCD) 

o The OHLCD (see Figure 2) was developed in the United Kingdom and measures 
the conductor corrosion by the use of eddy currents.   

 

Figure 2: Cormon Overhead Line Corrosion Detector 

3. Innovative Technology Frontiers (ITF) – Electromagnetic-acoustic Transducers (EMAT) 
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o The EMAT (see Figure 3) is a non-destructive evaluation (NDE) tool that detects 
broken and damaged conductor strands that is within the zone around the 
attachment point. 

 

Figure 3: ITF EMAT 

4. Kinetrics LineVue 

o LineVue (see Figure 4 is a NDE inspection tool that measures the remaining cross 
sectional area of the steel core wires in ACSR and ACSS conductors.  This 
system also detects pitting and breaks in steel core wires. 

 

Figure 4: Kinetrics LineVue 

All but three of the utilities that responded do not or rarely do sample testing.  None of the 
utilities that responded use CCAS (Shannon Device) nor the Cormon Device.  One utility does 
EMAT inspections.  Four utilities use LineVue and another has used LineVue in past inspections 



 

4-5 

but does not currently.  All the utilities in this questionnaire perform some form of aerial (visual) 
inspection (see Figure 5) including IR, corona, and visual inspections.  

 

Figure 5: Inspection Device Use 
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Sample Test Methods 

The table below identifies laboratory methods of testing conductor samples when utilities 
remove samples from locations of interest. The following Table2 illustrates the test and provides 
and understanding of the test focus.  

Test  Description 

Aeolian Vibration Endurance  low amplitude high frequency vibration test  

Galloping Endurance  high amplitude low frequency oscillation test 

Sheave Passing 
conductors pulled over a series of sheaves and evaluated for 
damage 

Torsional Ductility 
test that determines the number of turns to failure of a steel 
strand 

Tension and Elongation at Failure 
controlled tension until failure that determines remaining 
tensile strength and elongation 

Creep  
tests the materials change in form after being subjected to high 
stresses 

Wrap  determines the ductility of steel strands 

Electrical Resistance  tests the resistance of the cable 

Remaining Zinc 
test that determines the amount of zinc coating on steel 
stranded wires to determine the amount of degradation 

Corrosion Products    

Accelerated Corrosion 
cyclic climate test to induce corrosion and degradation in a 
short period of time 

Chemical Analysis  material analysis of strands or failure analysis 

Table2: Test Methods 

The following bullets summarize the responses and distribution of utilities employing each 
laboratory test method: 

 Galloping endurance testing is not performed by any of the utilities.   

 Aeolian vibration endurance testing, electrical resistance testing, creep testing, wrap 
testing, accelerating corrosion testing and corrosion products testing each had one utility 
perform and rarely perform these tests.  

 Seven utilities perform, one utility will rarely perform tension and elongation at failure 
testing.  

 Five utilities perform torsional ductility testing and two utilities will rarely perform 
torsional ductility testing.   

 Five utilities will perform the remaining zinc test.   

 Two utilities will perform or rarely perform chemical analysis on samples.   
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Figure 6 below graphically illustrates the responses to the sample testing and test methods 
section of the questionnaire.   

 

Figure 6: Sample Testing and Test Methods 
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Reject Criteria 

Reject criteria determines end of life service for ACSR conductors so utilities can budget, 
schedule and replace aged conductors with new ones. Seven utilities have some form of rejection 
criteria for the test methods listed above.  Some examples of reject criteria include but are not 
limited to ASTM standards, manufactures specifications, Neetrac testing and recommendations, 
tensile strength falls below 85%, and others have developed their own rating system. It appears 
that there is a lack of unity in reject criteria and is driven by design loads and construction 
standards.  

Failures and Forensic Records 

Three utilities had a failure due to degradation, four utilities had failures due to other causes. 

 Types of failures: 

o Failures due to storms 

o Splice failure 

o Shoe failure 

o Damper failure 

o Deadend failure 

o Spacer failure 

o Failures of copper conductor 

o Core failure on ACSR SD conductors 

Forensic records can help keep track of conductor failures and the causes of the failure for future 
referencing. Five utilities are not sure if they have forensic records or detailed reports of the 
failures that have taken place. Four utilities do keep records, and the remaining four utilities do 
not have records. 
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5 CONCLUSIONS AND RECOMMENDATIONS 
 

Table 3 illustrates an overview of inspection and test method practices employed by utilities. 
Based on the results of the survey, all utilities perform some form of visual inspections using IR, 
corona and visual inspections to determine condition assessments of their lines.  These utilities 
are typically looking for mechanical failures such as broken strands while less than half of the 
utilities gather samples for subsequent laboratory testing.   

National Grid and HydroOne were selected as the most progressive utilities implementing an 
integrated fleet management program, having both field surveys as a screening process and 
laboratory validation of the field data. 

Historical data indicates that most of the failures occur due to component failures such as splices 
and shoes.  Sample testing will then be performed on an as needed basis, not on regular intervals. 
Unfortunately failure records and detailed analysis of failed conductors exist but not typically in 
a reliable searchable form such as a database. 

Inspection Method 
Hydro 
One 

National 
Grid 

Industry Use 

Sample Test  ✓  ✓  53.8% 

CCAS  x  x  0.0% 

Cormon  x  x  0.0% 

EMAT  x  x  7.7% 

LineVue  ✓  ✓  30.8% 

Aerial(Visual)  ✓  ✓  100.0% 

Aeolian Vibration  ✓  x  7.7% 

Galloping Endurance  x  x  0.0% 

Sheave  ✓  x  23.1% 

Tension & Elongation  ✓  ✓  61.5% 

Torsional Ductility  ✓  ✓  53.8% 

Creep  x  x  7.7% 

Wrap  x  x  7.7% 

Electrical Resistance  x  ✓  7.7% 

Remaining Zinc  ✓  ✓  38.5% 

Corrosion Products  x  x  7.7% 

Accelerated 
Corrosion 

x  x  7.7% 

Chemical Analysis  x  x  15.4% 

Table3: Comparison table 
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EXECUTIVE SUMMARY 
 
Kinectrics Inc. carried out an analysis and assessment to estimate the remaining life of the 
original conductor installed prior to 1950s on the transmission line section, Circuit D2L. One (1) 
conductor sample was retrieved from the line for testing on February 20, 2014.  The tower 
numbers have been identified as No. 302-303 in the shipping documentation.  Investment 
Planning of Network Management has assumed the sample is typical of the condition along the 
line section and therefore the estimate of its remaining life would also be typical for the 
remainder of the line. 
 
The estimate of remaining life is based on a series of laboratory tests performed on the one (1) 
sample.  The ACSR (Aluminum Conductor Steel Reinforced) conductor has been in-service for 
minimum 60 years at the time of testing.  Generally, the aluminum wires exhibit moderate 
contamination and pitting.  The steel core wires also exhibits moderate contamination with more 
aggressive pitting (in some areas).  The remaining tensile strength of the conductor is 86.6% of 
the rated tensile strength based on a breaking load test on the whole conductor and 92.7% 
based on individual strands. 
 
Based on Kinectrics’ overall interpretation of the laboratory test results, assessments and 
analyses on the conductor sample obtained from Circuit D2L, the estimated minimum remaining 
life is less than three (3) years. The reduced tensile strength from the rated tensile strength is a 
significant factor in assigning this life.  The conductor should be able to remain safely in-service 
for this time without failure due to design wind and ice or vibration fatigue loads. 
 
The remaining life estimate is based on only one (1) sample that was assumed to be typical of 
the condition of the conductor along the entire line section.  The confidence level would be 
higher if there were a greater number of samples tested.  In addition, the details of the actual 
loading and weather conditions on circuit D2L are not fully known. 
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REMAINING LIFE ASSESSMENT OF CONDUCTORS ON CIRCUIT D2L  
 

Kinectrics Inc. Report No.: K-419527-RC-0003-R00 
 

May 27, 2014 
 

Dmitry Ladin, Michael Colbert, Michael Kastelein, Greg Brown 
Transmission and Distribution Technologies Business 

 
 
INTRODUCTION  
 
Many transmission lines in Ontario are well beyond their original accounting life (60 years) but 
have not yet reached their physical end of life.  With increasing competitive pressures, it is 
becoming more important to assess the present day condition of aged transmission lines with 
the end objective to estimate the remaining life.  Conductors are considered to be the critical 
component of transmission lines.  This is because conductors identified for replacement initiates 
a Transmission Line Replacement and Refurbishment (TLR&R) project.  This project then drives 
the assessment and replacement of other major components such as structures, insulators, 
hardware and grounding.  Large capital expenditures can be deferred and life cycle asset 
management can be optimized if the remaining physical life of conductors can be estimated with 
reasonable accuracy and confidence. 
 
 
TECHNIQUES FOR SCREENING AGED CONDUCTORS AND SKYWIRES 
 
The techniques presently used to screen aged conductors and skywires for more extensive 
testing are: 
 
i) Torsional Ductility Test 
ii) Tension Test and Elongation 
iii) Visual Examination to rate the surface condition of the galvanized steel wires. 
 
These techniques have been used for many years in Hydro One (formerly part of Ontario Hydro) 
to assess the condition of conductors and skywires.  Those conductors determined to be in poor 
condition are either scheduled for replacement or flagged for more detailed testing.  Although 
this approach has been effective to identify conductors and skywires in need of replacement, 
the techniques do not estimate the remaining physical life of conductors.  To improve the 
management of replacement of aged conductors, their remaining life must be estimated based 
on other tests and analyses.   
 
 
A DISCUSSION OF REMAINING LIFE OF CONDUCTORS 
 
To begin discussions on the issue of remaining life of aged conductors, it is necessary to have a 
common definition and an accepted approach to estimating remaining life.  These can, and 
probably will, carry different meanings depending on perspective.  From the perspective of a 
test laboratory, it is limited to assessing the physical condition of the conductor against various 
minimum physical criteria that represent end of life conditions.  From a system planning or 
operating perspective, requirements may dictate that a conductor be replaced before the poor 
physical condition dictates.  
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End of physical life is defined when key conductor properties do not meet specified minimum 
requirements.  These requirements are established either to withstand extreme in-service 
loading conditions or to meet industry or company standards. 
 
Remaining physical life is defined as the number of years it takes the conductor to deteriorate 
to the specified minimum requirements. Remaining physical life is considered to be associated 
with the types of gradual deterioration that are due to long-term, continuous exposure to every 
day mechanical, environmental and electrical loads.  These loads are generally viewed as 
systemic and widespread and apply to the entire line. 
 
Remaining physical life does not relate to conductor deterioration that is due to singular or 
transient events such as lightning, gunshots, tornadoes, etc.  These types of loads are usually 
limited to limited number of spans.  Replacement of conductor in entire line sections is not 
normally required in these instances. 
 
Estimating remaining physical life of conductors based on laboratory assessment involves i) 
gathering information using a variety of methods and ii) interpreting this information in an 
appropriate manner.  Some methods, however, are designed more to determine whether an 
aged conductor can or cannot endure a specified load condition for a specified time.  The 
information from these methods would be used more to estimate a minimum remaining life 
rather than an end of life.  
 
Minimum remaining life is defined as the minimum number of years that a conductor should 
continue to meet or exceed the minimum requirements.  It is worth noting that it is not necessary 
to estimate the end of physical life.  This would require an estimate of when the conductor does 
not meet the minimum requirements. The uncertainty associated with expressing remaining life 
in terms of a minimum is much less than the uncertainty in attempting to estimate when the 
conductor actually reaches its end of life.   
 
Categories of minimum remaining life are shown in Table 1.  The values in the table recognise 
two (2) issues.  First, there may be instances when the conductor being tested is judged not to 
meet the minimum requirements.  In this case, the conductor should be scheduled for 
replacement within the next three (3) years.  Second, the number of categories of minimum 
remaining life must be realistic considering the inherent variability in the conductor condition, the 
present level of technology and information and what is really useful for managing the asset.  If 
the conductor does meet the minimum requirements, then the minimum remaining life of the 
conductor is assigned as either greater than 3, 10 or 20 years. 
 

Table 1  Categories of Estimates of Minimum Remaining Life 
 

 Years 

Remaining Life <3 >3 >10 >20 

 
Generally, reassessing the conductor at some reasonable point in the future after the initial 
assessment will help establish the rate of conductor deterioration and will provide updated 
information to revise the estimate of minimum remaining life.  The assessment on Circuit D2L is 
one of numerous comprehensive testing and analysis undertaken of aged ACSR/Copper 
conductors.  Circuits E1C, A11N, Q2AH and A8G were the first few conductors assessed.  
Establishing trends are very important in understanding and quantifying the ageing process of 
these conductors. 
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SAMPLES FOR LABORATORY TESTING 
 
Quantity 
 
The number of samples available for laboratory testing will affect the statistical significance of 
the results.  The remaining life estimate is based on only one (1) sample that was assumed to 
be typical of the condition of the conductor along the entire line section.  
 
Quality 
 
This assessment determines the condition of an entire line section by examination of a very 
small sample length of the line.  Site-specific conditions such as localized pollution sources are 
not known therefore cannot be taken into account.  However, Hydro One Networks 
management considers that generally for line sections less than 20 km the average atmospheric 
contamination and corrosion conditions are assumed to be similar. 
 
The location where the samples are taken within the line section and the location of the samples 
within the span are significant factors in whether the worst-case location has been selected.  
 
It should be noted that a recent analysis of the atmosphere in the vicinity of the line has not 
been done.  The estimate is based solely on the present condition of the conductor samples.  
An atmospheric corrosion study would: 
 

1) help determine the rate of deterioration,  
2) help determine where to take other samples, 
3) help understand the corrosion process and  
4) help determine the source of the contaminants. 

 
 
TEST SAMPLE FOR D2L 
 
The conductor has the following properties: 
 
Size: 3/0 AWG conductor 
Stranding: ACSR 6/1  
Aluminum Wire Diameters: 0.1672 inches (4.25 mm) 
Rated Tensile Strength (RTS)  6,620 lbf (3,003 kgf) 
Outer Diameter: 12.75 mm (0.502 inches) 
Weight: 0.230 lbf/ft 
 
The estimate of minimum remaining life is based on a series of laboratory tests performed on 
the one (1) sample taken from this circuit.  The sample was obtained from the field with the 
suspension clamp still installed on the conductor. The sample was about 120 m in length, as 
measured from the suspension clamp out to the ½ span end. 
 
It is assumed that the condition of this sample is typical for the circuit.  The tower numbers have 
not been identified in shipping documentation. This line was installed prior to the 1950s and 
therefore the conductor had been in-service for minimum 60 years at the time of testing.  
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TEST OBJECTIVE  
 
The objective of this study is to estimate the minimum remaining physical life of the conductor 
installed on Circuit D2L.  
 
This is a study using a wide variety of tests to estimate the remaining physical life of aged 
conductors.  It is expected that some tests will contribute more than others.  From earlier studies 
of the other lines, tests have been added, deleted or modified.  Tests have been evaluated and 
chosen based on the type of deterioration and contamination for each situation.  It is expected 
that the accuracy of estimating the remaining physical life should improve by establishing trends 
over a number of years. 
 
 
TEST PROGRAM 
 
The following tests were performed. 
 
Conductor Tests 
 

TEST NO. TEST NAME COMMENT 

C1 Aeolian Vibration Endurance Test On whole conductor sample  
C2 Sheave Test  On whole conductor sample  
C3 Breaking Load Test On whole conductor sample 

 
 
Individual Wire Tests 
 

TEST NO. TEST NAME COMMENT 

S1 Visual Examination On Steel and Aluminum Wires 
S2 Tensile Test on Individual Wires On Steel and Aluminum Wires 
S3 Torsional Ductility Test On Steel and Aluminum Wires 

 
 
TEST C1 - AEOLIAN VIBRATION ENDURANCE TEST  
 
Objective 
 
The objective of the Aeolian Vibration Endurance Test is to subject the aged conductor to 
relatively severe aeolian vibrations for an equivalent number of cycles that may be experienced 
in a 40-50 year design life.  The test procedure is based on IEEE Std. 1138-1994, “IEEE 
Standard Construction of Composite Fiber Optic Overhead Ground Wire (OPGW) for Use on 
Electric Utility Power Lines”.  The test was originally developed to qualify OPGW against fatigue 
damage that may result from excessive levels of aeolian vibrations.  Since the aluminum wires 
for OPGW and ACSR conductors are similar, the test is applicable to the conductor installed on 
Circuit D2L.  The aluminum wires are vulnerable to fatigue damage.  They will fail at suspension 
clamps, in-line splices, vibration dampers, spacer-dampers, marker balls, etc.  It is very 
important that field samples include suspension clamps and in-line splices still installed on the 
conductor. 
 
If it can be shown that the aged conductor can endure these laboratory vibrations after already 
experiencing many years of unknown field vibration, then the existing conductor in the field 
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would be considered qualified to endure in-service aeolian vibrations for another 40-50 years.  
This test provides good confidence against fatigue failures. 
 
Test Set-up and Procedure  
 
The description of the set-up and procedure is shown in Appendix A. 
 
Test Results 
 
The result of the visual inspection of the tested sample is listed in Table 1. 
 

Table 1   Results of Aeolian Vibration Endurance Test 
 

Circuit  Test Dates Cycles Amplitude Frequency, Hz Results 

D2L March 26-
May 12, 2014 100 million 

4.3 mm 
peak-to-

peak 
60.3 – 71.7 

Three (3) 
aluminum strands 

broke on both 
sides of 

suspension clamp 
keeper 

 
Criteria  
 
If the aged samples are able to endure 100 million cycles without fatigue damage, then it can be 
concluded that the existing conductor can remain in-service for over forty (40) years without 
fatigue failure. 
 
Conclusion 
 
The results from the Aeolian Vibration Endurance Test indicate the existing D2L conductor in-
service life span is significantly reduced. This is noteworthy for estimating remaining life. 
 
 
TEST C2 - SHEAVE TEST 
 
Objective 
 
The objective of the Sheave Test is to determine the ability of the conductor to withstand 
passing over a sheave a number of times without undesirable damage to the conductor.  The 
test procedure is based on IEEE Std. 1138-1994, “IEEE Standard Construction of Composite 
Fiber Optic Overhead Ground Wire (OPGW) for Use on Electric Utility Power Lines” 
 
Conductor replacement involves using the existing, in-service conductor to pull in the new 
conductor.  It is critical that the wires of the existing conductor pass through the sheaves without 
breaking.  Broken wires separate from the body of the conductor and get entwined in the 
sheaves.  In the worst case the conductor can break.  At a minimum, the stringing operation will 
be interrupted and result in costly delays.  Increased hazards to workers and the public are also 
a cause for concern. 
 
Test Set-up and Procedure  
 
The description of the set-up and procedure is shown in Appendix B. 
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Test Results 
 
The section of the cable with the broken aluminum wires was excluded from Sheave Test setup 
because the localized conductor damage was too severe to allow unrestricted conductor passes 
through the sheave wheel. 
The sample tested had no other visible signs of breaks, cracks or failure of any the wires.  The 
results of the Sheave Test are listed in Table 2. 
 

Table 2   Results of Sheave Test 
 

Circuit  
Conductor 

Tension  
Sheave 

Diameter 

Angle 
over 

Sheave  

Number 
Of 

Cycles 

 
Results 

D2L 601 kgf 
(1,325 lbf) 

460 mm 
(18 inch) 32.4º 35 

No wires were broken. 
No bird-caging or slack 
in aluminum wires. 

 
Criteria 
 
If the aged samples are able to endure passing over a sheave 70 times after also experiencing 
100 million cycles of simulated aeolian vibration without failure, then it can be concluded that the 
existing conductor can remain in-service for an equivalent lifetime. 
 
Conclusion 
 
The result of the Sheave Test provides confidence that the existing D2L conductor could pull in 
a new conductor in 40 years time without failing.  However, the existing broken wires could 
cause problems during re-stringing and should be taken into consideration for estimating 
remaining life. 
 
 
TEST C3 - BREAKING LOAD TEST 
 
Objective 
 
The objective of this test is to determine the remaining breaking strength of the aged whole 
conductor and to compare this value to the rated tensile strength. 
 
Test Results 
 
Two (2) test samples were prepared for the test. The first conductor sample, with three (3) 
broken aluminum strands, was tested after the AVT and Sheave Tests. The second test sample 
was cut from an undamaged section of AVT’s active span. The result of the breaking load data 
for the conductor is shown in the following table. 
 

Circuit  
Remaining Breaking 

Strength 
Percent of Rated 

Breaking Strength 

D2L with broken 
aluminum strands 2,475 kgf (5,456 lbf) 86.6% 

D2L with undamaged 
conductor length 2,969 kgf (6,545 lbf) 103.9% 
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The minimum breaking strength of the aged conductor sample is 86.6% of the rated breaking 
strength of a 3/0 AWG conductor (3,003 kgf, 6,620 lbf). The conductor broke on the active side 
(AV Test) of suspension clamp next to the mouth of armor rods. 
 
 
Criteria 
 
Hydro One Networks has defined end of life when the remaining tensile strength of the 
conductor falls below 85% of the RTS.  The exception to this is that if the remaining strength is 
below 85% then: 

i) no other tests performed on the conductor can show unsatisfactory results, and 
ii) the maximum tension the conductor is subjected to in the field is less than 15% RTS.  

 
Conclusion 
 
Although the remaining tensile strength of the conductor is greater than 85% RTS, the marked 
significant reduction from the rated tensile strength is noteworthy for estimating remaining life. 
 
 
TEST S1 - VISUAL EXAMINATION (Steel and Aluminum Wires) 
 
Objective 
 
The objective of this examination is to make a visual record of the surface condition of the 
conductor.  This can be a very helpful indicator of the general condition of the conductor. 
 
Test Procedure  
 
The conductor was assessed using two (2) methods. 
 
Method 1 - The first method involved examining the same section of conductor that was used 
for the Tensile and Torsional Ductility Tests (see Tests S2, S3). 
The test sample used was taken from about 40 m out from the suspension clamp.  This section 
of conductor was considered to be a typical worst-case condition. 
 
Method 2 - The second method involved dissecting the conductor along a 120 m length, from 
the suspension out to its longest end.  The aluminum wires were removed and the observations 
were centered around the condition of the steel core wire.  The steel core wire was ranked 
according to their surface condition. 
 
Test Results 
 
The following table summarizes the results from the Method 1 dissection method. 
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Method 1 
Method 1 Dissection Results 

 

Conductor 
Sample 

Component Observation 

D2L, 
100 m from 
suspension 

Outer Layer 
Aluminum 

Wires 

Outside Surface :  see Figure 1a 
Moderate contamination, light pitting, and 
light (off white) colored. 
No signs of burns, flash-over, or lightning.  
 
Inside Surface :  see Figures 1b and 1c 
Light black contamination, some light 
pitting, fretting marks and white deposits, 
and rust from the steel wires. 

D2L, 
100 m from 
suspension 

Steel Core 
Wire 

Outside Surface :  see Figure 2a 
Rust marks, many areas with etching 
corrosion and pitting and general corrosion 
activity on galvanizing evident. 
 
Inside surface :  see Figures 2b 
Medium surface rust marks, moderate 
surface pitting. 
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Method 2 
 
See Appendix D for the results from Method 2 dissection and visual examination. 
 
Criteria 
 
Visual observations of light to moderate contamination and corrosion, and broken wires near the 
suspension clamp show that the surface of the conductor has deteriorated.   
 
Conclusion 
 
The observations indicate that most aluminum strands of the conductor are in a in the process 
of deterioration, although the degradation is moderate at this stage.  The conclusion of the 
visual examination is based on the worst condition found in the sample provided.   
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Figure 1a   Outer Layer Aluminum Wires - Outer Surface (complete conductor) 
Circuit D2L 

 
 
 
 
 
 
 
 

 
 

Figure 1b   Outer Layer Aluminum Wires - Inner Surface 
Circuit D2L 
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Figure 1c   Outer Layer Aluminum Wires - Outer Surface (Magnified View) 
Circuit D2L 

 
 
 
 
 
 
 

 
 

Figure 2a   Steel Core Wire - Outside Surface 
Circuit D2L 
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Figure 2b   Steel Core Wire - Magnified View of Area with Surface Pitting 
Circuit D2L 
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TEST S2 - TENSILE TEST (Steel and Aluminum Wires) 
 
Objective 
 
The objective of this test is to determine the remaining breaking strength of the aged conductor 
wires and to compare its value to the rated tensile strength of a new conductor. 
 
Test Set-up 
 
Six (6) aluminum wires and all one (1) steel wire were prepared from each conductor.  Each 
sample was about 40 cm in total length.  Each sample was put in the test machine so that there 
was greater than 30 cm distance between the grips. 
 
The test sample used was taken from about 100 m out from the suspension clamp.  This section 
of conductor was considered to be a typical worst-case condition. 
 
Test Procedure 
 
The steel wire samples were preloaded to a value that was equal to an elongation of the sample 
of 0.10%.  An extensionmeter was attached to the sample at the pre-load value to measure the 
elongation over a 250 mm gauge length.  The extensionmeter was offset by 0.10% and the 
sample was loaded until 1.0% elongation was achieved.  The load for 1.0% elongation was 
noted and the extensionmeter was removed.  The load was increased again until failure. 
 
Test Results 
 
The details of the results of the Tensile Test on the individual wires are contained in 
Appendix C. 
 
The rated breaking strength of a new 3/0 AWG conductor is 6,620 lbf.   
 
The calculated breaking strength of the conductor based on the tests on individual wires is listed 
in the table below. 
 

 
Conductor Sample 

Calculated Remaining 
Breaking Strength 

Percent of Rated 
Breaking Strength 

D2L 6,190 lbf 92.7% 

 
 
Criteria 
 
Hydro One Networks has defined end of life when the remaining tensile strength of the 
conductor falls below 85% of the RTS, with special exception that no other tests confirm (similar 
results), and the maximum tension in the line is less than 15% RTS.  
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Conclusion 
 
Although, the remaining tensile strength of the sample based on the tensile test on the individual 
wires is greater than 85% RTS, the low value of remaining breaking strength is noteworthy for 
estimating remaining life.  
 
 
TEST S3 – TORSIONAL DUCTILITY TEST (Aluminum and Steel Wires) 
 
Objective 
 
The objective of this test is to determine the number of torsional turns to failure for the steel 
wires.  The complex stress-strain conditions that occur in the sample during the torsion test are 
sensitive to minor variations in surface condition and materials.  This test is useful in assessing 
wire ductility under in-service loading. 
 
Test Set-up 
 
The length of sample is equal to 120 times the wire diameter plus the length required for 
clamping into the test machine.  The sample is tensioned to 1% of the rated breaking strength of 
the wire. 
 
The test sample used was taken from about 100 m out from the suspension clamp.  This section 
of conductor was considered to be a typical worst-case condition. 
 
Test Procedure 
 
One clamp of the test machine remains stationary while the other rotates along the axis of the 
wire.  The wire is twisted until it fails. 
 
Test Results 
 
The details of the results of the Torsional Ductility Tests on the individual wires are contained in 
Appendix C. 
 
Six (6) aluminum wires and all one (1) steel wire were torsion tested.  The average turns to 
failure of the steel wires is listed in the table below. 
 
 

Conductor Sample 
Turns to Failure of Steel 

Core Wire * 

D2L 
at 100m from suspension 3.6 

 
* (one core wire only) 
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Criteria 
 
Hydro One Networks has defined end of life of the conductor if the average number of turns to 
failure of the individual steel wires (excluding the core wire) is below seven (7) turns and there is 
excessive corrosion. 
 
Conclusion 
 
The average turns to failure for the sample is much lower than seven (7), which is also 
supported by general steel core wire condition. This is noteworthy for estimating remaining life. 
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SUMMARY AND DISCUSSION OF RESULTS 
 
The following table summarizes the key result obtained from each test. 
 

Test No. Test Name Key Result 

C1 Aeolian Vibration Endurance Test Three (3) broken aluminum strands at 
suspension clamp 

C2 Sheave Test No visible signs of (additional) breaks or 
cracks of any wires. 

C3 Breaking Load Test Percent of RTS = 86.6% (minimum) 

S1 Visual Examination 

The steel core wire is in advanced stages of 
deterioration, with some outer surfaces with 
moderate corrosion and pitting.   
Aluminum wires are at medium level of 
deterioration. 

S2 Tensile Test of Individual Wires Percent of RBS = 92.7% 

S3 Torsional Ductility Test 3.6 turns to failure on steel core wire 

 
The results from the Aeolian Vibration Endurance Test suggest that the remaining physical 
life will be less than 10 years.  Several aluminum strands broke at the suspension clamp during 
the test, due to weakened strength and resistance to mechanical vibration. This suggests that 
the remaining physical life of the conductor is limited. 
 
The results from the Sheave Test suggest that the remaining physical life will be greater than 
40 years.  However, the fact that the conductor ‘as received’ after AVT had several existing 
broken wires, could cause problems during re-stringing and should be taken into consideration 
for estimating remaining life.  This suggests that the remaining physical life of the conductor is 
limited. 
 
Without quantification, the results from the Visual Examination also suggest that the remaining 
physical life of the conductor is reduced. 
 
The results of the Torsional Ductility Test indicates that the number of turns to failure of the 
steel core wire has been reduced significantly (3.6), while some areas on the wire of high 
corrosion activity. The analysis indicates the remaining physical life will be less than three (3) 
years.  
 
The results from the Breaking Load Test on the Whole Conductor and confirmed by the 
Tensile Tests on Individual Wires suggest that the tensile strength of the conductors will 
remain above the minimum requirement of 85% RTS for less than three (3) years.  Considering 
the conductor appearance and visible corrosion and deterioration, in the last 60 years the 
conductors have lost 13.4% (whole conductor) of tensile strength is compared to the RTS of a 
new conductor.  A reassessment of this conductor is important to form a trend to determine the 
current rate at which tensile strength is being lost. 
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CONCLUSION 
 
Based on Kinectrics’ overall interpretation of all the laboratory tests and assessments on the 
single conductor sample obtained from Circuit D2L, it is estimated that the conductor can 
remain safely in-service for less than three (3) years from the date of testing without failure due 
to design wind and ice or vibration fatigue loads. 
 
 
RECOMMENDATIONS 
 
 It is recommended that a second minimum remaining life assessment on circuit D2L be 

performed as soon as possible after 1-2 years from the time of the assessment of the first 
sample.  If the original conductor is replaced before a second assessment is performed, 
then the original conductor should be reassessed anyway.  This will increase the 
understanding of the degradation process of ageing conductors and will subsequently lead 
to improving the accuracy of future assessments.    

 It is recommended that an atmospheric study on contamination and effects on conductor be 
undertaken to update the study performed about in 1990 to determine the range of the rate 
of deterioration.  This would determine whether atmospheric conditions have improved or 
worsened over the past decade and would be quite useful to estimate the present rate of 
deterioration of the conductors.   

 It is recommended that for future conductor remaining life assessments on different circuits, 
a strategy be developed to retrieve samples from the field.  This should be a joint effort 
between Kinectrics, Hydro One Networks and line crews. 

 It is recommended that a laboratory test program be initiated with the objective to improve 
the understanding and to characterise the deterioration process of ACSR conductors.  
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APPENDIX A 
 

DESCRIPTION OF AEOLIAN VIBRATION TEST 
 
 

Test Set-up and Apparatus 
 
The set-up for the Aeolian Vibration Test is shown in Figure A-1.  
 
The conductor was contained between two intermediate abutments.  The active span cable 
length was about 20 m and the passive span cable length was about 10 m for a total cable 
length of approximately 30 m between the load pins of the deadend clamps.  Fixed end 
abutments were used to load and maintain tension in the cable.  As per IEEE Std. 1138, the 
conductor was tensioned to 751 kgf or 25% of the conductor’s RTS (3,003 kgf).  This was 
applied using a cantilever weight arm on one of the end abutments.   
 
The deadend assemblies were installed between the intermediate abutments.  The original 
suspension assembly was supported at a height such that the static sag angle of the cable to 
horizontal was about 1.7 degrees in the active span and about 3.3 degrees in the passive span. 
 
The free loop antinode amplitude of the cable was measured at the second free loop from the 
suspension assembly towards the shaker.  An electronically controlled shaker was used to 
excite the cable in the vertical plane.  The shaker armature was securely fastened to the cable 
so that it was perpendicular to the cable in the vertical plane. 
 
Test Procedure 
 
The initial target vibration frequency was 65.1 cps, which is the frequency produced by a 
4.5 m/s wind (i.e., frequency = 830 ÷ diameter of the conductor in mm).  The actual vibration 
frequency was the system resonance that was nearest to the target frequency and also 
provided good system stability. 
 
Normally, the target free loop peak-to-peak antinode amplitude would be 8.07 mm or one third 
of the conductor diameter. 
 
Based on the actual vibration frequency of the test of 67.6 cps, this amplitude was calculated to 
be 4.1 mm peak-to-peak.  This actual amplitude was maintained at a lower magnitude to sustain 
the Aeolian vibration.  The amplitudes in the passive span and the section between the shaker 
and the deadend in the active span were maintained at levels no greater than one third of the 
cable diameter. 
 
The conductor was subjected to 100 million vibration cycles.  On completion of the aeolian 
vibration test, the suspension clamp was removed and the outer aluminum wires were inspected 
for damage.  Before removing the outer wires to inspect the steel wires, the conductor was 
subjected to a Sheave Test described in the next section. 
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Figure 1   Set-Up for Aeolian Vibration Test 
 

A
-2 

K
-419527-R

C
-0003-R

00 



 B-1 K-419527-RC-0003-R00 

APPENDIX B  
 

DESCRIPTION OF SHEAVE TEST 
 
 
Test Set-up  
 
The set-up for the Sheave Test is shown in Figure B-1. 
 
Test Apparatus 
 
The length of cable between the deadends load pins was approximately 12 m.  The target 
tension of the cable was 601 kgf or 20% of the cable RTS (3,003 kgf).  The inside diameter of 
the sheave was 713 mm.  The total angle of the cable over the sheave was 32.4.  The set-up 
allowed 2.5 m of cable to travel through the sheave at a speed of 0.122 m/sec.  A load cell was 
installed at one end to measure the tension in the cable. 
 
Test Procedure 
 
A two and a half (2.5) meter length of the cable sample was pulled 70 times forward and 
backward over the sheave (i.e. 35 times each way).  The section of cable that passed over the 
sheave included the area where the suspension clamp was located. 
 
The dissection and visual examination of the cable components within the two and a half (2.5) 
meter test section were performed after the test. 



 

 
 

 
 

Figure 1   Set-up for Sheave Test 
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APPENDIX C 
 

TENSION AND TORSION TESTS 
ON ACSR CONDUCTOR FROM CIRCUIT D2L 

 
 



 

 

C
-2 

K
-419527-R

C
-0003-R

00



 

  

C
-3 

K
-419527-R

C
-0001-R

00
C

-3 
K

-419527-R
C

-0003-R
00



 

 

C
-4 

K
-419527-R

C
-0003-R

00



 D-1 K-419527-RC-0003-R00 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

APPENDIX D 
 

RESULTS OF VISUAL EXAMINATION – TEST NO. S1, METHOD 2. 
DISSECTION ALONG ITS ENTIRE LENGTH 

ON ACSR CONDUCTOR FROM CIRCUIT D2L 
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Test – Aluminum Record Length Tested (e.g. “Distance from Suspension”  12.5 to 25)

Aeolian Vibration Passive 7.3m 
Active 22.7m 

Sheave  
Breaking  
Wire Tests  
 

Distance from 
Suspension 

Severity of 
Discolorlation / 
Contamination 

Aluminum 

Severity of Wear 
Aluminum Comments / 

Number of Broken 
Wires 

Outer Surface 
Rating 

Outer Surface 
Rating 

meters 1 2 3 4 5 1 2 3 4 5  

40.0            

37.5            

35.0            

32.5            

30.0            

27.5            

25.0            

22.5            

20.0            

17.5    X    X    

15.0    X    X    

12.5    X    X    

10.0    X    X    

7.5    X    X   Damaged strands 

5.0    X    X    

2.5    X    X    

0           Suspension Clamp 
location 

2.5    X    X    

5.0    X    X    

7.5    X    X    

10.0    X    X    

12.5    X    X    

15.0    X    X    

17.5    X    X    

20.0   X     X    

            

 
Rating Severity of Discoloration / Contamination Rating Severity of Wear / Pitting 

1 As-new: shiny grey; no scale 1 As-new: no signs of wear 
2 Light: shiny grey; no scale or contamination 2 Light signs of wear, negligible metal loss 

3 
Light-to-medium: slight loss of sheen; light-
to-medium colour scale build-up or 
contamination 

3 Light-to-medium: light-to-medium signs of wear 
(surface fret marks) 

4 
Medium-to-dark: complete loss of sheen 
with some discoloration; medium-to-dark 
scale build-up or contamination 

4 
Medium-to-dark: medium signs of wear (fret marks 
resulting in some metal loss or black markings) 
 

5 Dark: dark and dull grey with discoloration; 
dark scale build-up 5 Dark: severe signs of wear (fret marks resulting in 

significant metal loss and/or broken wires; pitting) 
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Aluminum 

Distance from 
Suspension 

Severity of 
Discolorlation / 
Contamination 

Aluminum 

Severity of Wear 
Aluminum Comments / 

Number of Broken 
Wires 

Outer Surface 
Rating 

Outer Surface 
Rating 

meters 1 2 3 4 5 1 2 3 4 5  

22.5    X    X    

25.0    X    X    

27.5    X    X   Mid-span slice location 

30.0    X    X    

32.5    X    X    

35.0    X    X    

37.5    X    X    

40.0    X    X    

42.5    X    X    

45.0    X    X    

47.5    X    X    

50.0    X    X    

52.5    X    X    

55.0    X    X    

57.5    X    X    

60.0    X    X    

62.5    X    X    

65.0    X    X    

67.5    X    X    

70.0   X     X   Inside surface is covered by 
steel corrosion product 72.5   X     X   

75.0   X     X    

77.5   X     X    

80.0   X     X    

82.5   X     X    

85.0   X     X    

87.5   X     X    

90.0   X     X    

92.5   X     X    

95.0   X     X    

            

 
Rating Severity of Discoloration / Contamination Rating Severity of Wear / Pitting 

1 As-new: shiny grey; no scale 1 As-new: no signs of wear 
2 Light: shiny grey; no scale or contamination 2 Light signs of wear, negligible metal loss 

3 
Light-to-medium: slight loss of sheen; light-
to-medium colour scale build-up or 
contamination 

3 Light-to-medium: light-to-medium signs of wear 
(surface fret marks) 

4 
Medium-to-dark: complete loss of sheen 
with some discoloration; medium-to-dark 
scale build-up or contamination 

4 
Medium-to-dark: medium signs of wear (fret marks 
resulting in some metal loss or black markings) 
 

5 Dark: dark and dull grey with discoloration; 
dark scale build-up 5 Dark: severe signs of wear (fret marks resulting in 

significant metal loss and/or broken wires; pitting) 
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Aluminum 

Distance from 
Suspension 

Severity of 
Discolorlation / 
Contamination 

Aluminum 

Severity of Wear 
Aluminum Comments / 

Number of Broken 
Wires 

Outer Surface 
Rating 

Outer Surface 
Rating 

meters 1 2 3 4 5 1 2 3 4 5  

97.5   X    X    Lighter contamination and 
surface pitting 100.0   X    X    

102.5   X    X     

105.0   X    X     

107.5   X    X     

110.0   X    X     

112.5   X    X     

115.0   X    X     

117.5   X    X     

120.0            

122.5            

125.0            

127.5            

130.0            

132.5            

135.0            

137.5            

140.0            

142.5            

145.0            

147.5            

150.0            

152.5            

155.0            

157.5            

160.0            

162.5            

 
 
 
Rating Severity of Discoloration / Contamination Rating Severity of Wear / Pitting 

1 As-new: shiny grey; no scale 1 As-new: no signs of wear 
2 Light: shiny grey; no scale or contamination 2 Light signs of wear, negligible metal loss 

3 
Light-to-medium: slight loss of sheen; light-
to-medium colour scale build-up or 
contamination 

3 Light-to-medium: light-to-medium signs of wear 
(surface fret marks) 

4 
Medium-to-dark: complete loss of sheen 
with some discoloration; medium-to-dark 
scale build-up or contamination 

4 
Medium-to-dark: medium signs of wear (fret marks 
resulting in some metal loss or black markings) 
 

5 Dark: dark and dull grey with discoloration; 
dark scale build-up 5 Dark: severe signs of wear (fret marks resulting in 

significant metal loss and/or broken wires; pitting) 
 
 
 
 



 D-5 K-419527-RC-0003-R00 

 

Distance from 
Suspension 

 
Extent of Rust 

(Steel) 
 

Severity of 
Rust 

(Steel) 

Extent of 
Rust 
(Steel 
Core) 

Severity of 
Rust 
(Steel 
Core) Comments 

Stage Rating 
Stage Rating 

meters 1 2a 2b 2c 3 1 2 3 4 5

40.0              

37.5              

35.0              

32.5              

30.0              

27.5              

25.0              

22.5    X    X      

20.0    X    X      

17.5   X     X      

15.0    X    X      

12.5    X    X      

10.0   X     X      

7.5   X     X      

5.0   X     X      

2.5  X      X     Galv. still  intact 

0             Suspension Clamp 
location 

2.5   X     X      

5.0    X    X      

7.5    X    X      

10.0    X    X      

12.5    X    X      

15.0    X    X      

17.5    X    X      

20.0     X   X      

22.5     X    X     

25.0    X    X      

27.5     X   X     

30.0     X    X     
              

 
 

 
Category 

% Rust by Area 
on Outer Surface of Steel Wires Rating 

 
Severity of Rust on Outer Surface of Steel Wires 

Stage 1 none (0 %) 1 No Rust, 100% galvanized 
Stage 2 a >0 - 33 % 2 Light surface rust and negligible pitting 
Stage 2 b 33 - 66 % 3 Medium surface rust with mild pitting 
Stage 2 c 66 - <100 % 4 Heavy surface rust with mild to medium pitting 
Stage 3 100% 5 Heavy surface rust with medium to heavy pitting 
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Distance from 
Suspension 

 
Extent of Rust 

(Steel) 
 

Severity of 
Rust 

(Steel) 

Extent of 
Rust 
(Steel 
Core) 

Severity of 
Rust 
(Steel 
Core) Comments 

Stage Rating 
Stage Rating 

meters 1 2a 2b 2c 3 1 2 3 4 5

30.0    X    X      

32.5    X    X      

35.0    X    X      

37.5     X   X      

40.0    X    X      

42.5    X     X     

45.0    X    X      

47.5    X    X      

50.0    X     X     

52.5    X    X      

55.0    X    X      

57.5    X    X      

60.0     X   X      

62.5    X   X       

65.0    X   X       

67.5    X   X       

70.0     X   X     White Contam., Zinc 
by-product 72.5     X   X     

75.0     X   X      

77.5     X    X     

80.0     X   X      

82.5    X    X      

85.0    X   X       

87.5    X   X       

90.0    X   X       

92.5  X     X       

95.0     X   X      

97.5     X   X      

100.0     X   X      

102.5     X    X     

105.0    X   X       

107.5     X   X      

110.0     X  X       

              

 
 

Category 
% Rust by Area 

on Outer Surface of Steel Wires Rating 
 

Severity of Rust on Outer Surface of Steel Wires 
Stage 1 none (0 %) 1 No Rust, 100% galvanized 
Stage 2 a >0 - 33 % 2 Light surface rust and negligible pitting 
Stage 2 b 33 - 66 % 3 Medium surface rust with mild pitting 
Stage 2 c 66 - <100 % 4 Heavy surface rust with mild to medium pitting 
Stage 3 100% 5 Heavy surface rust with medium to heavy pitting 
 
 
 



 D-7 K-419527-RC-0003-R00 

 
 
 

Distance from 
Suspension 

 
Extent of Rust 

(Steel) 
 

Severity of 
Rust 

(Steel) 

Extent of 
Rust 
(Steel 
Core) 

Severity of 
Rust 

(Steel Core) Comments
Stage Rating 

Stage Rating 
meters 1 2a 2b 2c 3 1 2 3 4 5

112.5    X   X       

115.0    X   X       

117.5              

120.0              

122.5              

125.0              

127.5              

130.0              

132.5              

135.0              

137.5              

140.0              

142.5              

145.0              

147.5              

150.0              

152.5              

155.0              

157.5              

160.0              

162.5              

              

              

              

              
              

 
 

Category 
% Rust by Area 

on Outer Surface of Steel Wires Rating 
 

Severity of Rust on Outer Surface of Steel Wires 
Stage 1 none (0 %) 1 No Rust, 100% galvanized 
Stage 2 a >0 - 33 % 2 Light surface rust and negligible pitting 
Stage 2 b 33 - 66 % 3 Medium surface rust with mild pitting 
Stage 2 c 66 - <100 % 4 Heavy surface rust with mild to medium pitting 
Stage 3 100% 5 Heavy surface rust with medium to heavy pitting 
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1. EXECUTIVE SUMMARY  

• Built in 1956 and in-service in 1957, Strachan T12 is a 40/53/67 MVA,  110/ – 14.2-14.2 kV , 3 phase , dual 
secondary winding transformers  with on load tap changers.  

• The T12 Transformer at Strachan TS has been reviewed and assessed based on : 1) Demographics, 2) Equipment 
condition,  3) Potential or existing environmental/HSE hazards, 4) Loading and 5) Economics.  

• The assessment concludes that T12 has reached end of life with clear signs of insulation degradation.  
• T12 has recorded manageable defects that are considered normal of its age. 
• T12 has confirmed PCB contamination with greater than 50 ppm of PCB on 2 of its high voltage bushing. 
• Loading on T12 is stable and well below LTR limits in general. 
• NPV analysis indicates minimal difference between Repair vs Replacement option starting 2017 (61 year-old), with 

the replacement option becoming increasing economical thereafter. 
• Recommend for replacement within the next 5 years to mitigate reliability risk, to meet regulatory PCB compliance 

timeline and lower overall lifecycle cost. 

2. Equipment Summary   

Built in 1956 and in-service in 1957 by Canadian General Electric (CGE) , Strachan T12 is a 40/53/67 MVA, 110/ – 
14.2-14.2 kV , 3 phase , dual secondary winding transformers  with on load tap changer.  

3. Demographic 

T12 was in-serviced 1957 (59 years old) . A total of 107 similar units are currently in service as of Dec 2015.  

Chart 1 : Transformer Demographic  - 115/14.2-14.2 kV Step down Transformer as of Dec 2015 
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4. Equipment Condition  

Equipment condition is examined based on : 1 ) Dissolved Gas Analysis (DGA) and  2) Preventive Maintenance Result, 
Trouble Calls and Deficiency Report;  

4.1 Oil analysis Data  

DGA results show that T12 has small amount  of combustible gas.  High concentration of Carbon Monoxide (CO), 
Carbon Dioxide (CO2)and  furan, with small amount of Hydrogen (H2) and Methane (CH4) suggest insulation/paper 
degradation inside the transformer.  

T12’s oil quality is poor. Upward trending acidity values with decreasing IFT values indicated oil decomposition with 
potential sludge in oil. Oil colour is poor with only marginal power factor readings. Overall, oil sample results suggested 
that T12’s oil is very aged. Oil’s dielectric strength is normal. 

 

Date C2H2 C2H4 C2H6 CH4 CO CO2 H2 N2 O2 TDCG 
03/29/2011 0 7 4 14 949 4840 35 78100 17000 20.25 
10/25/2011 0 8 4 9 1170 5790 30 71000 7770 8.53 
01/10/2012 0 10 4 9 1110 5610 30 68300 10600 8.53 
03/23/2013 0 11 4 13 1020 5280 30 68200 13400 8.76 
06/25/2013 0 11 4 7 1050 5180 35 68700 10900 8.55 
03/08/2014 0 0 0 12 1030 5760 55 67000 11800 8.52 
03/23/2015 0 7 2 8 897 4330 35 66300 10500 8.16 
02/18/2016 0 11 4 11 978 4970 45 67700 12100 8.54 

Table 1 : DGA results for T12 from previous 5 years (2011-2015), in ppm 

 

Date Acidity Colour Furan IFT 

kV 
(ASTM 
D1816) 

kV 
(ASTM 
D877) Moisture pf @ 25 °C 

01/21/2010 0.04 
 

700 19.1 64 53 12 0.23 
03/29/2011 0.18 4 415 17.5 50 53 15 0.33 
10/25/2011 0.19 

 
671 16.9 53 44 13 0.37 

01/10/2012 0.2 
 

768 16.5 57 53 8 0.3 
03/23/2013 0.18 4 833 17.2 65 56 8 0.33 
03/08/2014 0.18 4 869 17.9 37 51 9 0.28 
03/23/2015 0.19 3 939 17.3 59 47 11 0.26 
02/18/2016 0.21 4 968 17.8 66 52 8 0.26 

Table 2 : Strachan T12 Oil quality from previous 5 years (2011-2014) 
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4.2 Maintenance History , Trouble Calls and Deficiency Report  

Standard power transformer maintenance packages are applied on Strachan T12 per Hydro One Work Standard 
Document SM-54-007 (main tank) and SM-54-033(ULTC) respectively.  

 

Preventive Maintenance schedule and results are summarized in Table below. Events of interest included: 

• Y-side tapchanger oil sample has received an unacceptable (CR03) oil sample rating on 2011 December with suspected 
moisture issues. Upon re-sampling on 2012 March the sample is rated acceptable until next maintenance interval (CR02). 
[Ref. SAP notification : 10810731] 

• X-side tapchanger oil sample has received an unacceptable (CR03) oil sample rating on 2013 April. As a follow up an 
internal inspection of the X-side tapchanger was performed. The inspection revealed that there were signs of water 
ingress. Maintenance personnel had its arcing contacts and white phase reversing switch replaced. Oil was also replaced 
with 3500 litres of new oil. Tapchanger main contacts are left in good condition after the repair and the tap changer is 
operating according to its specification.   [Ref. SAP notification : 12059732] 

• Explosion vent replaced by CMS with Qualitrol in 2013. [Ref. SAP notification : 12118726] 
 

Maintenance Item 2011 2012 2013 2014 2015 2016 2017 

TF-GENERAL-D1  
(4 year interval)     CR01      x 

TF-GENERAL-D2  
(8 year interval)   

  
       x 

TF-GENERAL-DBT  
(8 year interval)  CR01          x 

TF-GENERAL-GOT  
(Annual) CR03 CR03 CR03 CR03 CR03 CR01 x 

UT-ABB/AEG/ASE/FER-SI (X)  
(4 year interval)   CR01    x 

UT-CGE-LR59/65/68/83-OFC 
(X) (2 year interval) CR01  CR01 CR01  CR01  

UT-ABB/AEG/ASE/FER-UTOA 
(X) (Annual) CR01 CR01 CR03 CR01 CR01 CR01 x 

UT-ABB/AEG/ASE/FER-SI (Y)  
(4 year interval)   CR01    x 

UT-CGE-LR59/65/68/83-OFC 
(Y) 
(2 year interval) 

CR01  CR01 CR01  CR01  

UT-ABB/AEG/ASE/FER-UTOA 
(Y)  
(Annual) 

CR03 CR01 CR01 CR01 CR01 CR01 x 

Table 3 : Preventive maintenance summary of T12 and future schedule (marked by x) 

A list of all Preventive maintenance results are appended in Appendix I. It is concluded that preventive maintenance are 
performed on time. It is noted that the main tank has received an unacceptable (CR03) rating consistently from 2011- 
2015.  
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Equipment Obsolescence  

T12 is a CGE Transformer that uses a CGE LR 83 tapchanger, which are supported by GE energy Service. No 
obsolescence issue foreseen at this stage. 

 

Trouble calls/deficiency report  

Lists of trouble calls/deficiency report are reviewed appended in Appendix II. It is concluded that defects found are 
typical of its age, minor and manageable. Highlights include: 

1. Tap changer control deficiency that causes the Y-tapchanger to fall to bottom tap. Repaired  by replacing tapchanger 
drum control [Ref. notification : 10631249,10631766] 

2. Animal cover-ups on white phase of X-winding’s bus caught fire due to lightening. [Ref. notification : 12356175] 
3. Loacl oil leaks, with the worst coming from X1 bushing. Field personnel were able to slow the leak by tightening the 

flange bolts. There are still leaks on the transformer in general [Ref. notification : 12713545, 12868273] 
 
Oil top up data available in SAP :  

Year  
 

Vol of oil (L) Incurred Cost  

2011  90 $3962.18 
 

5 Potential Environmental Risk/HSE 

5.1 Spill Risk Assessment  

Strachan is ranked as low-moderate risk for spill containment (31) of 256 stations based on existing risk score from a 2011 
spill risk report by Conestoga-Rogers & Associates[1].   Strachan T12 is equipped with containment . 

 
5.2 PCB content  

Table below summarized the latest PCB content detected in various part of the equipment. Hydro One is obligated to 
remove or retrofit equipment with PCB contamination >50ppm per Environment Canada regulation by 2025. 
 

Equipment Description  Date PCB  Lab Reference  

1188586 
TF: Stepdn - 66.6MVA 110-14.2-
14.2kV 4/28/2016 26 M304685A 

1223772 (X) TF: ULTC/Filter - 13 kV Div/Sel 2/18/2016 2 M304689A 
1223774 (Y) TF: ULTC/Filter - 13 kV Div/Sel 2/18/2016 1 M304690A 
1228269 (Y3) - BUSHING: 15 kV n/a [unknown]   
1228271 (Y2) - BUSHING: 15 kV n/a [unknown]   
1228273 (Y1) - BUSHING: 15 kV n/a [unknown]   
1228275 (X3) - BUSHING: 15 kV n/a [unknown]   
1228277 (X2) - BUSHING: 15 kV n/a [unknown]   
1228279 (X1) - BUSHING: 15 kV n/a [unknown]   
1228281 (H2) - BUSHING: 115 kV n/a [unknown]   
1228283 (H1) - BUSHING: 115 kV 3/1/1991 540 CE-91-1091-K 
1228285 (H3) - BUSHING: 115 kV 11/3/2011 480 #B1G8351 
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6 Equipment Loading 

Strachan  T12, is 40/53/67 MVA , dual secondary units with summer and winter Limited Time Rating (LTR) are as 
follows :  

T12X: 

Summer 10d LTR (31 ºC) Winter 10d LTR (5ºC) 
40MVA 46MVA 

 

T12Y: 

Summer 10d LTR (31 ºC) Winter 10d LTR (5ºC) 
40MVA 46MVA 

 

 

Strachan  T12’s loading was reviewed with respect to its temperature adjusted LTR from 2011 -2015. It is observed 
T12’s loading is is positioned well below various loading limits. Loading surges were observed in occasionally but 
within acceptable limits.  

 

 
Graph 1: Strachan T12 Loading vs LTR (Temperature Adjusted) 2011-2012 
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Graph 2: Strachan T12 Loading vs LTR (Temperature Adjusted) 2012-2013 

 

 
Graph 3: Strachan T12 Loading vs LTR (Temperature Adjusted) 2013-2014 
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Graph 4: Strachan T12 Loading vs LTR (Temperature Adjusted) 2014-2015 

 

 
Graph 5: Strachan T12 Loading vs LTR (Temperature Adjusted) 2015 Jan -2015 Dec  
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7 Economics  

7.1 Recorded OM&A Spending.  

Table 4 summarized OM&A incurred on Strachan T12 since SAP inception in 2008. It is concluded that spending is as 
planned. 

Higher corrective costs in 2013 were associated with tapchangers internal inspection and contact replacement , as well as oil 
leak fix. [Ref notification : 12713545, 12118726] 

Year  CORR EMER OPER PREV UPGR Grand Total 
2008  $                      -       $             448.60   $           5,070.00     $       5,518.60  
2009  $             493.00     $             772.00   $           2,122.00     $       3,387.00  

2010  $          7,353.51   $           2,170.46     $           1,999.55  
 $             
4,073.18   $     15,596.70  

2011  $             534.32     $             629.61   $         17,522.76     $     18,686.69  
2012  $          3,516.09       $           7,544.84     $     11,060.93  
2013  $        24,117.56   $           2,341.22     $         27,908.39     $     54,367.17  
2014  $                46.00       $         22,031.95     $     22,077.95  
2015  $          5,091.27       $           7,165.23     $     12,256.50  
2016        $           6,507.96     $       6,507.96  

Grand 
Total  $        41,151.75   $           4,511.68   $          1,850.21   $         97,872.68  

 $             
4,073.18   $   149,459.50  

Table 4 : Historical OM&A spending on T12 

 

 PREV Maintenance Activity  
Average Actual 
Cost (2013 - 2015)  

Applicable to unit 
under assessment  

SITE-PCB-VI $     6548.35  
TAP CHANGER OIL FILTER CHANGES  $     1,115.05   
TAP CHANGER OIL SAMPLES  $        370.51   
TAP CHANGER SI  $     7019.4   
TRANSFORMER D1 --SS/Grounding  $     1,293.68  

 TRANSFORMER OIL SAMPLES --
SS/Grounding  $        258.23  

 TRANSFORMER DBT --General  $     5,660.90  
TRANSFORMER D1 --General  $     3,862.40   
TRANSFORMER D2 --General  $     3,517.07   
TRANSFORMER D1 --Critical  $     5,086.62   
TRANSFORMER D2 --Critical  $     3,572.14   
TRANSFORMER DBT --Critical  $     7,597.20  

TRANSFORMER OIL SAMPLES --Critical  $        270.16  
 TRANSFORMER OIL SAMPLES --General  $        300.57   

TRANSFORMER OIL TOP UP  $     2710.74  
 Table 5: Unit cost of various Preventative Maintenance Activities. Based on actual unit cost from 2013-2015 
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7.2 Net Present Value Analysis 

This session evaluates the cost benefit for various asset management options (sustain, repair , replacement) of T12 with 
Net Present Value Analysis(NPV)  

The study makes the following assumptions:  

• Study period : 65 years1 
• T12 will undergo refurbishment/ repair at 61 year old (2017), at approx. CAD$583.8k2.  
• Replacement cost is assumed to be CAD$5.8M3 for a unit that matches purchasing standard S115-101 
• The new unit will benefit from lower OM&A cost because it will be equipped with vacuum tap changer. 

Estimated interval for internal inspection is lengthen to 12 years. New tap changer also will not require 
filter. 

• Only the replacement option can eliminate monthly PCB visual inspection costs. 
• Inflation : 2%. [2] 
• Cost of Capital: 5.78% [2] 
• Corporate Tax rate : 26.5% [2] 
• CCA rate for Transmission Asset : 8%  [2] 
• Disposal Value : $0  

 
NPV of 3 options (Status Quo Maintain , Repair and Replace) were evaluated under the aforementioned assumptions. In 
general, NPV calculation has preferred the option to maintain status quo and wait for replacement as it has the lowest 
present value(PV). Should a repair becomes necessary, the break-even point between Repair vs Replace options that 
results in NPV = $0,  is the sum of the anticipated repair cost plus the PV difference between repair vs replace option. 
(CAD $583.8K + CAD $21.58K = CAD $605.41K). It should be noted that the difference in PV between the repair 
option and replace option is minimal (CAD $ 21.58K). Therefore, although the calculation has concluded that it is 
cheaper to repair if the need arises, it can be argued that the replacement option is equally economical, should a repair vs 
replace decision is required when T12 reaches 61 years old and onwards.  

Result Summary Status Quo 
Maintain 

Major 
Investment  

Maintain/Repair 

Replace Preferred 
Option 

Without CCA tax savings   
5970.13 

  
6533.20 

  
6820.57 

  
PV of Options, $k, terminal value = 0   
With CCA tax savings   

5246.76 
  

5809.83 
  

5831.41 
  

PV of Options, $k, terminal value = 0   
Investment Decision - With CCA tax 
savings   NPV, $k     
Status Quo Maintain - Refurbish   -563.07   Maintain 
Major Investment (Repair/Refurbish) - 
Replace 

  -21.58   Further 
Review 

          
Repair - Replace boundary     605.41   
Repair - Replace boundary, upper bound         665.95   
Repair - Replace boundary, lower bound     544.87   

Table 4 : Present Value comparison for different sustainment options 

                                                           
1 Study period lengthen to 65 to accommodate the fact that the unit is already 60  years old. Normal study period is 50 years. 
2 $583.8 K is the 2010 – 2015 recorded average cost to refurbish  transformer under AR 18335 (Transformer Oil Leak Reduction ) 
3 Based on 2015 March, Average I/S Cost for Power Transformers in 115kV class.  
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   Graph 6: Visual Representation of NPV analysis 

8 Conclusion  

The demographics data, condition data , environmental/HSE hazards, equipment loading and economics related to 
Strachan  T12 have been reviewed..  T12 oil data shows evident signs of insulation aging and degradation. While T12 
also has bad oil samples reported against it tap changers in the past and has required repair, T12’s overall maintenance 
history and spending since 2008 suggest that other components on T12 is operating normally with only minor defects. A 
review of T12’s loading has revealed that it is lightly loaded with respect to its various loading limits from 2011-2015.  
A NPV analysis has been performed and has concluded that while it is the cheapest to remain status quo , a replacement 
is almost equally economical to perform a repair when the unit reaches 61 years old (2017). In conclusion, a replacement 
of the unit within 5  years from 2016 would be considered prudent and economical as it can lower reliability risk , help 
Hydro One meets PCB related regulatory requirement timeline and lower future OM&A cost. 
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APPENDIX 1 – PREVENTIVE MAINTENANCE RESULT  

 
Notifictn 
type Notification Equipment Req. start Notif.date Coding Description 
PR 10022864 1223772 07/04/2008 07/04/2008 CR01 UT-CGE/CWC/EE/LR&U/F-SI 
PR 10022863 1223772 07/04/2008 07/04/2008 CR01 UT-CGE/CWC/EE/LR&U/F-D1 
PR 10022865 1223774 07/04/2008 07/04/2008 CR04 UT-CGE/CWC/EE/LR&U/F-SI 
PR 10275282 1188586 03/18/2009 03/18/2009 CR01 TF-GENERAL-M1 
PR 10275292 1223772 03/18/2009 03/18/2009 CR01 UT-CGE/CWC/EE/LR&U/F-OFC 
PR 10275291 1223772 03/18/2009 03/18/2009 CR01 UT-CGE/CWC/EE/LR&U/F-UTOA 
PR 10275293 1223774 03/18/2009 03/18/2009 CR01 UT-CGE/CWC/EE/LR&U/F-UTOA 
PR 10275294 1223774 03/18/2009 03/18/2009 CR01 UT-CGE/CWC/EE/LR&U/F-OFC 
PR 10395404 1188586 11/16/2009 11/16/2009 CR03 TF-GENERAL-GOT 
PR 10499360 1188586 05/04/2010 05/04/2010 CR01 SITE-PCB-VI 
PR 10499359 1188586 05/04/2010 05/04/2010 CR02 SITE-PCB-VI 
PR 10509768 1188586 05/27/2010 05/27/2010 CR02 SITE-PCB-VI 
PR 10509764 1188586 05/27/2010 05/27/2010 CR01 SITE-PCB-VI 
PR 10509763 1188586 05/27/2010 05/27/2010 CR01 SITE-PCB-VI 
PR 10562380 1188586 10/04/2010 10/04/2010 CR03 TF-GENERAL-GOT 
PR 10577688 1188586 10/08/2010 10/08/2010 CR02 SITE-PCB-VI 
PR 10577689 1188586 10/08/2010 10/08/2010   SITE-PCB-VI 
PR 10577690 1188586 10/08/2010 10/08/2010 CR01 SITE-PCB-VI 
PR 10577691 1188586 10/08/2010 10/08/2010   SITE-PCB-VI 
PR 10577692 1188586 10/08/2010 10/08/2010   SITE-PCB-VI 
PR 10577687 1188586 10/08/2010 10/08/2010 CR02 SITE-PCB-VI 
PR 10577686 1188586 10/08/2010 10/08/2010   SITE-PCB-VI 
PR 10577685 1188586 10/08/2010 10/08/2010   SITE-PCB-VI 
PR 10577684 1188586 10/08/2010 10/08/2010 CR01 SITE-PCB-VI 
PR 10577693 1188586 10/08/2010 10/08/2010   SITE-PCB-VI 
PR 10577694 1188586 10/08/2010 10/08/2010 CR01 SITE-PCB-VI 
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PR 10577683 1188586 10/08/2010 10/08/2010 CR01 SITE-PCB-VI 
PR 10593996 1188586 10/15/2010 10/15/2010 CR02 TF-GENERAL-M1 
PR 10593997 1188586 10/15/2010 10/15/2010   TF-GENERAL-D1 
PR 10593998 1188586 10/15/2010 10/15/2010 CR01 TF-GENERAL-DBT 
PR 10592489 1223772 10/15/2010 10/15/2010 CR01 UT-CGE/CWC/EE/LR&U/F-D1 
PR 10592490 1223772 10/15/2010 10/15/2010 CR01 UT-CGE/CWC/EE/LR&U/F-UTOA 
PR 10592491 1223772 10/15/2010 10/15/2010   UT-CGE/CWC/EE/LR&U/F-OFC 
PR 10592493 1223774 10/15/2010 10/15/2010 CR01 UT-CGE/CWC/EE/LR&U/F-D1 
PR 10592498 1223774 10/15/2010 10/15/2010 CR02 UT-CGE/CWC/EE/LR&U/F-OFC 

PR 10659371   02/12/2011 02/12/2011 CR01 
20216 2011Tx PCB Reduction Oil 
Sample 

PR 10770906 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770907 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770908 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770909 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770910 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770911 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770913 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770914 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770915 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770916 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770917 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10770918 1188586 10/21/2011 10/21/2011 CR01 SITE-PCB-OIL-VI 
PR 10774642 1188586 10/21/2011 10/21/2011 CR03 TF-GENERAL-GOT 
PR 10810731 1223774 01/25/2012 12/05/2011 CR02 UT-(SPECIAL) MCT - YLTC-DIV 
PR 11827475 1223772 10/13/2012 10/13/2012 CR01 UT-CGE-LR59/65/68/83-OFC 
PR 11827481 1223774 10/13/2012 10/13/2012 CR01 UT-CGE-LR59/65/68/83-OFC 
PR 11841577 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841576 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841575 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
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PR 11841574 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841573 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841572 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841571 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841570 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841569 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841568 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841567 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11841565 1188586 10/14/2012 10/14/2012 CR01 SITE-PCB-OIL-VI 
PR 11834462 1188586 10/14/2012 10/14/2012 CR01 TF-GENERAL-D1 
PR 12059732 1223772 02/08/2013 02/08/2013 CR01 UT-CGE-LR59/65/68/83-SI 
PR 12059733 1223774 02/08/2013 02/08/2013 CR01 UT-CGE-LR59/65/68/83-SI 
PR 12620830 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620829 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620826 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620824 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620823 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620822 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620821 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620820 1188586 09/24/2013 09/24/2013 CR02 SITE-PCB-OIL-VI 
PR 12620809 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620808 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620807 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12620806 1188586 09/24/2013 09/24/2013 CR01 SITE-PCB-OIL-VI 
PR 12661289 1223772 09/27/2013 09/27/2013 CR01 UT-CGE-LR59/65/68/83-OFC 
PR 12661302 1223774 09/27/2013 09/27/2013 CR01 UT-CGE-LR59/65/68/83-OFC 
PR 12888341 1188586 03/22/2014 03/22/2014 CR01 Tx PCB Reduction Oil Sample 
PR 13372587 1188586 09/26/2014 09/26/2014 CR02 TF-GENERAL-GOT 
PR 13386078 1188586 09/27/2014 09/27/2014 CR02 SITE-PCB-OIL-VI 
PR 13386077 1188586 09/27/2014 09/27/2014 CR02 SITE-PCB-OIL-VI 
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PR 13386076 1188586 09/27/2014 09/27/2014 CR02 SITE-PCB-OIL-VI 
PR 13386075 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386074 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386073 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386072 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386071 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386070 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386069 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386068 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 13386067 1188586 09/27/2014 09/27/2014 CR01 SITE-PCB-OIL-VI 
PR 14024099 1188586 07/24/2015 07/24/2015 CR01 SITE-PCB-OIL-VI 
PR 14024098 1188586 07/24/2015 07/24/2015 CR01 SITE-PCB-OIL-VI 
PR 14024096 1188586 07/24/2015 07/24/2015 CR01 SITE-PCB-OIL-VI 
PR 14054980 1223772 07/25/2015 07/25/2015 CR01 UT-CGE-LR59/65/68/83-OFC 
PR 14054981 1223774 07/25/2015 07/25/2015 CR01 UT-CGE-LR59/65/68/83-UTOA 
PR 14054982 1223774 07/25/2015 07/25/2015 CR01 UT-CGE-LR59/65/68/83-OFC 
PR 14539717 1188586 03/16/2016 03/16/2016 CR01 PREOUTAGE INSPECTION- CAT 1 - G&S 
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APPENDIX 2 – LIST OF DR AND TC NOTIFICATION  

 

Notifictn 
type Notification Functional Loc. Req. start Notif.date Description 

DR 10275521 
N-TS-STRACHANTS-TF-
T12 03/18/2009 03/18/2009 Strachan T12 Repair T/C filter motor 

DR 10468277 
N-TS-STRACHANTS-TF-
T12 02/11/2010 02/11/2010 AL 0209 PCB > 500 ppm - Labelling TF-T12 

TC 10631249 
N-TS-STRACHANTS-TF-
T12 12/13/2010 12/13/2010 Strachan T12 T/C trouble 

TC 10631270 
N-TS-STRACHANTS-TF-
T12 12/13/2010 12/13/2010 Strachan T12 oil level alarm 

DR 10631350 
N-TS-STRACHANTS-TF-
T12 12/14/2010 12/14/2010 Strachan T12 top up with oil 

DR 10631766 
N-TS-STRACHANTS-TF-
T12 12/15/2010 12/15/2010 Strachan T12 repair  X & Y T/C controls 

DR 10734771 
N-TS-STRACHANTS-TF-
T12 09/13/2011 09/13/2011 strachan t12 cooling fans not working 

DR 10857480 
N-TS-STRACHANTS-TF-
T12 01/17/2012 01/17/2012 Strachan T12 REPAIR DETECTOR FAIL 

DR 12118726 
N-TS-STRACHANTS-TF-
T12 04/02/2013 04/02/2013 StracahanT12 Investigate Divertor Switch 

TC 12353687 
N-TS-STRACHANTS-TF-
T12 06/24/2013 06/24/2013 S3 T12 FIRE ISSUE 

DR 12356175 
N-TS-STRACHANTS-TF-
T12 06/25/2013 06/25/2013 Strachan T12 - Repair from fire 

TC 12361319 
N-TS-STRACHANTS-TF-
T12 06/26/2013 06/26/2013 s3 (PC) RE: T12 White Phase Metering 

DR 12713545 
N-TS-STRACHANTS-TF-
T12 10/16/2013 10/16/2013 Strachan T12 invest. & repair oil leak 
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DR 12868273 
N-TS-STRACHANTS-TF-
T12 12/02/2014 02/13/2014 NT3 Inspect transfrmer for oil leaks 

TC 13498610 
N-TS-STRACHANTS-TF-
T12 01/08/2015 01/08/2015 

S3 - P&C STRACHAN TS INFO ON T12 CT 
READ 

DR 13573110 
N-TS-STRACHANTS-TF-
T12 04/02/2015 03/26/2015 T12 @Strachan fans and cables 
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Witness: Mike Penstone 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #007 1 

 2 

Reference: 3 

Risk Modelling, Exhibit B1, Tab 2, Schedule 4, pages 6 to 7 4 

 5 

Interrogatory: 6 

Hydro One states that it “has not previously attempted to quantify reliability risk [and that] it has 7 

recently developed a system risk model to quantify and understand the reliability risk.” 8 

Reliability risk is used by Hydro One in its asset management process to gauge the impact of its 9 

investments on future transmission systems reliability. It is also intended to “provide a 10 

directional indicator to inform the appropriate level and pacing of sustainment investments: 11 

 12 

(a) How does the risk modelling described in the Application relate to the new Asset Analytics 13 

system which Hydro 1 implemented in 2012?  14 

 15 

(b) The Application and Evidence recommends “increasing the pace of replacements” (B1-2-4 at 16 

p. 14). Are there some investments which are now proposed to be undertaken in 2016, 2017 17 

or 2018 which would not have been undertaken but for the information derived from Hydro 18 

One’s reliability risk model? If so, please identify those investments. 19 

 20 

Response: 21 

 22 

(a) The Reliability Risk Model provides an outcome metric to gauge the impact of the 23 

investment plan on future transmission system reliability, as described in Exhibit B1, Tab 2, 24 

Schedule 4.  Asset Analytics (AA) is a system which supports the Asset Risk Assessment 25 

(ARA) process described in Exhibit B1, Tab 2, Schedule 5.  In essence, AA supports the 26 

ARA process in developing investment candidates, which are subjected to further investment 27 

plan optimization. Please refer to Exhibit I, Tab 2, Schedule 40, part b) for additional 28 

information.   29 

 30 

(b) The Reliability Risk Mode does not identify individual investments. It is used to gauge the 31 

impact of the investment plan on future transmission system reliability.  It provides a 32 

directional indicator to inform the appropriate level and pacing of sustainment investments.  33 



Filed: 2016-08-31 
EB-2016-0160 
Exhibit I 
Tab 9 
Schedule 8 
Page 1 of 2 
 

Witness: Chong Kiat Ng 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #008 1 

 2 

Reference: 3 

Exhibit B1, Tab 2, Schedule 4, page 9 4 

 5 

Interrogatory: 6 

Hydro One is focusing on increasing the pace of replacing major power equipment as a result of 7 

significant equipment failures such as those which occurred at Elgin TS, Horning TS, Bridgman 8 

TS (Toronto) and Frontenac TS (Kingston): 9 

 10 

(a) Were any of the above-described stations listed as being in very poor condition in the Hydro 11 

One’s 2013-2014 rates application? If so, please identify those stations. 12 

 13 

(b) Were any of the above-described stations listed as being in very poor condition in the Hydro 14 

One’s 2015-2016 rates application? If so, please identify those stations. 15 

 16 

(c) Hydro One indicates that capital investments to refurbish Elgin TS were planned in 2015 and 17 

2016. Have these works now been undertaken? 18 

 19 

(d) The Auditor General’s Report noted that Hydro One identified 34 transformers as rated “very 20 

high risk” for failure. Of this number, how many have now been replaced? Have any of them 21 

other than the four listed above failed? 22 

 23 

(e) How many of Hydro One’s transformers are currently rated as very high risk for failure? 24 

How many of these are included in the list of the 49 transformers to be replaced in 2017 and 25 

2018 (Exhibit B1-Tab 2-Schedule 6). 26 

 27 

(f) If the foregoing “very poor condition” terminology is no longer being used to describe asset 28 

condition, please advise what terminology is now being applied and whether it would 29 

produce a different list of assets requiring replacement in the near term.30 



Filed: 2016-08-31 
EB-2016-0160 
Exhibit I 
Tab 9 
Schedule 8 
Page 2 of 2 
 

Witness: Chong Kiat Ng 

Response: 1 

a) No. 2 

 3 

b) Elgin TS and Bridgman TS were identified for investment in EB-2014-0140 in the Hydro 4 

One 2015/2016 Transmission Revenue Requirement & Rate Settlement. 5 

 6 

c) The investment at Elgin TS has been released for execution and is currently underway. 7 

 8 

d) Of the 34 transformers noted, 15 have been replaced or removed from service, 18 are planned 9 

for replacement and 1 is under assessment. Of these 34 transformers only one failed, 10 

Bridgeman T5, which was in 2015. 11 

 12 

e) Refer to Board Staff #31 (Exhibit 1, Tab 1, Schedule 31).  13 

 14 

f) The condition assessment scale used in this application ranges from Very Low Risk to Very 15 

High Risk, and is comparable to the Very Poor to Very Good condition assessment scale 16 

used in EB-2012-0031 prior proceedings.  17 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #009 1 

 2 

Reference: 3 

Exhibit B1, Tab 2, Schedule 6, page 36 4 

 5 

Interrogatory: 6 

This Exhibit includes the following table:  7 

 8 

Conductor Portfolio 
Historic Bridge Test 

2012 2013 2014 2015 2016 2017 2018 

KMs of Circuit 
Replacements 

22 75 93 201 183 192 440 

% of Fleet 0.1% 0.3% 0.3% 0.7% 0.6% 0.6% 1.5% 

 9 

(a) Please add columns to the above-referenced table which: 10 

i. Correlate the number of KM’s of Circuit Replacements undertaken in the Historic, 11 

Bridge and Test years with the net capital expenditures for transmission lines which we 12 

understand is found at Exhibit B1, Tab 3, Schedule 1, Attachment 1 (p. 1); 13 

ii. Derive a net cost per KM of line replaced for each year; and, 14 

iii. Illustrate the OEB approved capital expenditure for lines replacement for each of the 15 

relevant years. 16 

 17 

Response: 18 

a)  19 

i. 20 

Conductor Portfolio 
Historic Bridge Test 

2012 2013 2014 2015 2016 2017 2018 
Capital Expenditure 

($M) 
8.6 17.8 40.7 58.4 76.9 67.1 143.1 

  21 
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ii. The average annual net cost per km for line refurbishment projects are provided in the 1 

table below.  2 

 3 

Conductor Portfolio 
Historic Bridge Test 

2012 2013 2014 2015 2016 2017 2018 
Cost per km ($K) 391 237 438 291 420 350 325 

 4 

 It should be noted that the unit cost per km for each line refurbishment project varies 5 

significantly depending on many factors such as structure type, circuit configuration, 6 

structure condition, site access, etc. For more information please refer to sustaining ISDs 7 

from S62 to S74. 8 

 9 

iii. The following tables represent the funding levels for conductors in previous rate filings. 10 

 11 

2015/2016 rate filing: 12 

Conductor Portfolio 
Historic Bridge Test 

2011 2012 2013 2014 2015 2016 
Capital ($M) 10.2 8.6 17.8  33.2 36.8 29.3 

 13 

2013/2014 rate filing: 14 

Description 
Historic Bridge Test 

2009 2010 2011 2012 2013 2014 
Transmission Lines  
Re-Investment ($M) 15.2 16.2 17.1 11.3 37.9 37.8 

 15 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #010 1 

 2 

Reference: 3 

Exhibit B1, Tab 3, Schedule 2, page 36 4 

 5 

Interrogatory: 6 

Please add columns to Table 16: “Overhead Lines Component Replacement Programs 7 

($Million)” to show the OEB approved capital expenditure for each lines replacement program 8 

for each of the relevant years. 9 

 10 

Response: 11 

The following tables represent the funding levels for component replacement programs in 12 

previous rate filings. 13 

 14 

2015/2016 Rate Filing 15 

Description Historic Years Bridge 
Year Test Years 

2011 2012 2013 2014 2015 2016 
Wood Pole Replacements  29.1 26.9 32.7 27.2 27.7 28.2 
Steel Structure Coating  1.6 5.7 5.1 7.4 8.8 10.3 
Steel Structure Replacements  0.1 0.5 8.3 3.7 1.9 5.7 
Steel Structure Foundation 
Refurbishments  1.8 3.3 4.5 4.6 4.7 5.5 

Shieldwire Replacements  3.0 4.4 2.9 5.3 4.4 4.4 
Insulator Replacements 2.6 3.3 6.9 3.6 3.6 3.7 
Transmission Lines Emergency 
Restoration 12.9 8.0 8.2 10.7 10.9 11.1 

Other Line Component 
Replacements 0.0 3.4 5.6 5.4 5.5 5.6 

Total 52.4 55.5 74.2 67.9 67.4 74.5 
  16 
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2013/2014 Rate Filing 1 

Ref # Description 
Cash Flow 

Total 
Cost Test Years 

2013 2014 
S45 Wood Pole Replacement 

Program 28.0 28.8 56.8 

S46 Steel Structure Coating 
Program 10.0 10.9 20.9 

S47 Shieldwire Replacement 
Program 5.6 5.7 11.3 

 S48 
Transmission Lines 
Emergency Restoration 
 

7.1 7.9 15.0 

S49 Insulator Replacement 
Program 7.3 3.3 10.6 

S50 S2B Steel Structure 
Replacements 1.0 0 7.2 

S51 Steel Structure 
Replacement Program 3.6 3.6 7.2 

 Other Projects/ Programs 
< $3M 8.0 8.1 16.1 

 Total Cost 70.6 68.3  

 Contribution 0.0 0.0  

 Net Capital Cost 70.6 68.3  

 2 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #011 1 

 2 

Reference: 3 

Exhibit B2, Tab 1, Schedule 1, Attachment 1  4 

 5 

Interrogatory: 6 

Hydro One has proposed a Transmission Regulatory Scorecard and has applied data collected 7 

between 2011 and 2015 to the proposed metrics: 8 

 9 

(a) The Scorecard suggests that between 2011 and 2015, System Reliability has improved or 10 

remained flat applying 4 out of 5 proposed metrics. The Auditor General cited “outages 11 

lasting 30% longer and occurring 24% more frequently when it concluded that “Hydro One’s 12 

transmission system reliability has worsened for the five years from 2010 to 2014.”  Please 13 

reconcile these findings with the results reflected in the Scorecard. 14 

 15 

(b) The Auditor General identified a significant backlog of preventative maintenance orders for 16 

transmission system equipment, which increased by 47% from 3,211 orders as of 2012 to 17 

4,730 orders as of 2014. Please explain which of the proposed performance metrics would 18 

measure improvements in system maintenance. 19 

 20 

Response: 21 

a) The Auditor General’s statement “Hydro One’s transmission system reliability has worsened 22 

for the five years from 2010 to 2014. Outages are lasting 30% longer and occurring 24% 23 

more frequently“ is based on Hydro One Transmission System Average Interruption 24 

Duration Index-Multi-Circuit Supply (T-SAIDI-mc) and Transmission System Average 25 

Interruption Frequency Index-Multi-Circuit Supply (T-SAIFI-mc) metrics.  The percentage 26 

numbers, 30% and 24%, cited by the Auditor General are based on the change in T-SAIDI-27 

mc and T-SAIFI-mc numbers from 2014 vs 2010 respectively. 28 

 29 

In addition, the Auditor General evaluated reliability based on two distinct data points: 2010 30 

and 2014, whereas reliability performance is more meaningful using 3 or 5 year averages, 31 

which normalize year-to-year variations. Additional details on the Auditor General’s 32 

statement and Hydro One’s response are contained in Exhibit I, Tab 1, Schedule 2.  33 

 34 

The “Proposed Transmission Regulatory Scorecard” uses Hydro One T-SAIDI and T-SAIFI-35 

sustained/T-SAIFI-momentary numbers which include both multi-circuit supply and single-36 

circuit supply delivery points. 37 
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 1 

b) See Exhibit I, Tab 1, Schedule 2 for Hydro One’s response on the issue of backlog of 2 

preventative maintenance orders.  3 

 4 

As the Transmission Scorecard contains performance-based outcomes measures, there is no 5 

specific measure regarding improvements in system maintenance. The development of 6 

maintenance strategies and the execution of maintenance plans in a timely manner result in 7 

maintaining or improving the level of equipment performance on the Hydro One 8 

transmission network. Effective results are then witnessed in the performance-based 9 

outcomes for delivery point interruptions frequency and duration.  10 

 11 

These outcomes are captured in the measures stated above in a) the Hydro One T-SAIDI and 12 

T-SAIFI-sustained/T-SAIFI-momentary metrics. 13 

 14 

Hydro One focus on effective and efficient maintenance practices is also reflected in some of 15 

the proposed Tier 2 and Tier 3 metrics under the “Cost Control” performance category.  16 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #012 1 

 2 

Reference: 3 

Exhibit C1, Tab 3, Schedule 3, page 2 4 

 5 

Interrogatory: 6 

Corporate Management Costs are increasing by almost $17M between 2015 and 2017, an 7 

increase of more than 300% over two years, “due to increases in compensation”. 8 

 9 

(a) Please provide a breakdown of how the total annual amount allocated to Corporate 10 

Management for 2017 and 2018 is distributed amongst the Chief Executive Officer, the 11 

Treasurer and the Financial Officer; 12 

 13 

(b) Do Corporate Management costs include bonuses or the “long-term variable pay 14 

components” described in Exhibit C1-Tab 4, Schedule 1 (p. 17). If not, please describe the 15 

maximum amount by which these have the potential to increase compensation paid to senior 16 

management above the total Corporate Management Costs described at Exhibit C1, Tab 3, 17 

Schedule 3, page 2  18 

 19 

(c) Does the above-described increase relate in any way to the recent restructuring of Hydro 20 

One? If so, please explain. 21 

 22 

(d) Corporate Management costs are described as including “General Counsel and Corporate 23 

Secretariat as advisors to the Board of Directors and corporate officers.” (Exhibit C1-Tab 3- 24 

Schedule 3 (p. 3)). Are such costs tracked separately from the $10.4M and $10.5M in 25 

General Counsel and Secretariat costs planned for 2014 and 2015 respectively? 26 

 27 

(e) Hydro One cites “higher General Counsel and Corporate Secretariat costs to address an 28 

increasing workload and greater complexity in the company’s legal matters” ((Exhibit C1-29 

Tab 3- Schedule 3 (p. 2)). Is this as a result of Hydro One’s new status as a commercial 30 

entity? Please explain. 31 

 32 

Response: 33 

a) Please refer to Exhibit I, Tab 4, Schedule 12 for the break-down of CCF&S costs requested.   34 

Please refer to Exhibit I, Tab 11, Schedule 23 for CEO and CFO information.  Treasurer 35 

costs are fully recovered through financing costs. 36 

 37 
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b) Corporate Management costs do include short-term incentive payments.  Please refer to 1 

Exhibit I, Tab 6, Schedule 59 for details on the Long Term Incentive Plan costs. 2 

 3 

c) Please refer to Exhibit I, Tab 1, Schedule 1. 4 

 5 

d) The General Counsel and Corporate Secretariat costs included in the Corporate Management 6 

costs are separate from the specific line item for General Counsel and Secretariat costs, 7 

which are forecast to be $10.4 million and $10.5 million in 2017 and 2018.  The costs in 8 

Corporate Management are for the Chief Legal Officer and Corporate Secretary, specifically. 9 

 10 

e) This is a result of the increasing overall workload which is, in part, caused by legal 11 

requirements. 12 



Filed: 2016-08-31 
EB-2016-0160 
Exhibit I 
Tab 9 
Schedule 13 
Page 1 of 1 
 

Witness: Keith McDonell 

Canadian Manufacturers & Exporters (CME) INTERROGATORY #013 1 

 2 

Reference: 3 

Exhibit C1, Tab 4, Schedule 1, page 17 4 

 5 

Interrogatory: 6 

Please provide all documents or reports provided to Hydro One by Hugessen Consulting relating 7 

to the recruitment of a new CEO and CFO for Hydro One and appropriate compensation 8 

frameworks including the compensation market data provided to determine the target direct pay 9 

for the CEO and CFO positions. Please advise whether any of the four utilities cited as the 10 

primary reference group are Canadian utility companies. 11 

 12 

Response: 13 

See Exhibit I, Tab 06, Schedule 57, Attachment #1 for the Hugessen report. 14 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #014 1 

 2 

Reference: 3 

Exhibit C1, Tab 4, Schedule 1, pages 17 to 18 4 

 5 

Interrogatory: 6 

Please provide a copies of all materials prepared by Willis Towers Watson on behalf of Hydro 7 

One relating to compensation levels and design on behalf of Hydro One, including market 8 

assessments. 9 

 10 

Response: 11 

See Exhibit I, Tab 06, Schedule 57, Attachments #2 and #3 for the Willis Towers Watson 12 

reports. 13 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #015 1 

 2 

Reference: 3 

Exhibit C1, Tab 4, Schedule 1 4 

 5 

Interrogatory: 6 

Hydro One has advised that a total compensation study for Hydro One will only be available for 7 

submission with the next Distribution Rate Application. What information is Hydro One able to 8 

provide in support of its current Transmission Rate Application in order to demonstrate how its 9 

compensation levels compare with those of it its peers. 10 

 11 

Response: 12 

While an updated total compensation study has not been prepared for this current Transmission 13 

filing, Hydro One has received independent competitive market assessments from both Hugessen 14 

Consulting and Willis Towers Watson for executive and non-executive Management employees. 15 

In addition, Hydro One continues to achieve cost reduction and/or cost constraint in 16 

compensation costs.   17 

 18 

Willis Towers Watson provided a competitive market assessment for executive compensation 19 

(MCP Bands 3 and 4) and on a on a total rewards basis, Hydro One is positioned on average 20 

below the 25th percentile.  For non-executive compensation (MCP Bands 5-10), on an aggregate 21 

basis, Hydro One’s position to market is aligned at or slightly above market median.  22 

 23 

Huggesen Consulting was engaged to provide a market assessment analysis and advice to the 24 

Hydro One Board for the new CEO and CFO compensation. The target total direct pay is 25 

positioned close to the average of four comparator larger utilities and is in the bottom quartile of 26 

thirty companies on the S&P/TSX 60 Index. The CFO’s compensation is similarly positioned 27 

against the market. 28 

 29 

The three previous Mercer Total Compensation studies are relevant to the extent the results show 30 

favourable trending in all three employee categories toward market median. Since the last study 31 

in 2013, Hydro One has continued to reduce compensation costs in all of the employee 32 

categories by: 33 

 34 

• Closing the MCP Defined Benefit Pension Plan to new entrants and introducing a new 35 

Defined Contribution Pension Plan; 36 
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• Increasing employee pension contributions and making progress toward a 50-50 contribution 1 

rate between Hydro One and employees; and 2 

 3 

• Negotiating lower than normal base wage increases for represented employees in the last 4 

rounds of collective bargaining. 5 
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Canadian Manufacturers & Exporters (CME) INTERROGATORY #016 1 

 2 

Reference: 3 

Exhibit H1, Tab 2, Schedule 1 4 

 5 

Interrogatory: 6 

CME understands that the Network Service Charge (“NSC”) determinant provides time-of-use 7 

signals intended to encourage customers to shift their demand to off-peak usage. In this regard, 8 

customers are not charged NSC if they avoid consuming between 7 AM to 7 PM on IESO 9 

business days, which is the defined transmission system on-peak period, unless the monthly peak 10 

demand occurs outside the 7AM to 7pm period, in which case the customer’s NSC determinant 11 

will be their coincident peak demand. 12 

 13 

(a) Please provide a table that demonstrates how many times over the last 6 years the monthly 14 

system peak fell outside the 7 AM to 7 PM window. Please also identify the months where 15 

this occurred; 16 

 17 

(b) Does Hydro One agree that the original intent of the NSC was that coincident peak would 18 

occur in off peak hours? If not, why not? 19 

 20 

(c) Does Hydro One agree that while Ontario is a summer/winter peaking Province, during the 21 

spring and fall provincial power peaks generally occur later in the day? If not, why not? 22 

 23 

(d) Does Hydro One agree conservation efforts have resulted in monthly peaks occurring in off-24 

peak hours, making it more difficult for manufacturing and industrial customers to predict 25 

when the peaks will occur? If not, why not? 26 

 27 

(e) What steps, if any, can manufacturing or industrial customers that operate between 7pm and 28 

7am take to ensure that they do not operate during a coincident peak? 29 

 30 

Response: 31 

(a) The number of times over the last 6 years that the monthly system peak fell outside the 7am 32 

to 7pm window and the corresponding months in which it occurred are presented in the table 33 

below.  34 
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Year Number of Times 
(Annually) Month 

2010 3 February, March, October 
2011 3 March, April, October 
2012 2 March, April 
2013 2 April, September 
2014 4 February, March, April, October 
2015 3 February, March, April 

 1 

(b) No, it is Hydro One’s understanding that the Network Service Charge determinant reflects 2 

that the transmission system peak most commonly occurs in the defined “on-peak” window.  3 

The Network Service Charge determinant ensures fairness in recovering the transmission 4 

costs between customers who are able to withhold demand in the on-peak period, and others 5 

who do not have such opportunity.   Having criteria based on coincident peak and non-6 

coincident peak encourages customers to avoid demand coincident with the system peak, 7 

with assurance that all transmission-connected demand customers pay for at least 85% of 8 

their non-coincident peak demand in the on-peak window.  9 

 10 

(c) No, according to IESO’s 2015 Zonal Demand report obtained through the IESO’s online 11 

Public Reports Site1, the monthly transmission system peak times in 2015 generally occurred 12 

in the later part of the day throughout the year, independent of the season. The Summer peak 13 

times occurred most frequently in Hour 17, the Winter peak times occurred most frequently 14 

in Hour 18, the Spring peak times occurred most frequently in Hour 20, and the Fall peak 15 

times occurred most frequently in Hour 18. 16 

 17 

(d) No, Hydro One does not believe conservation efforts resulted in monthly peaks occurring in 18 

off-peak hours, or has made it more difficult for manufacturing and industrial customers to 19 

predict when the peaks will occur.  Actual system demand and peak information reflects 20 

conservation efforts.  It is expected that manufacturing and industrial customers will leverage 21 

historical system peak information, which captures conservation efforts, to predict when the 22 

peaks will occur.   23 

 24 

(e) Customers who are able to withhold demand in the on-peak period can forecast system peak 25 

times based on historical actual and future forecast system peak information on the IESO’s 26 

online Public Reports Site, and customers can also consider shifting operations to start later 27 

                                                 
1 http://www.ieso.ca/Pages/Power-Data/Data-Directory.aspx  
 

http://www.ieso.ca/Pages/Power-Data/Data-Directory.aspx
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than 7pm (DST – Daylight Savings Time) during the few months that the system peak may 1 

fall outside the 7am to 7pm window, as shown in Part (a). 2 
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