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Panel:  General Plant, Operations, and Administration 

RESPONSES TO OEB STAFF INTERROGATORIES 1 

 2 

INTERROGATORY 47:  3 

Reference(s): Exhibit 1C, Tab 2, Schedule 1, pp. 1, 3 4 

 5 

a) Please provide additional information with respect to the work that Toronto Hydro 6 

Energy undertakes (Exhibit 1C / Tab 2 / Schedule 1 / p. 1).  7 

 8 

b) Please advise whether Toronto Hydro-Electric System Limited’s Board has 4 9 

members with only the chair also acting as a Board Member on Toronto Hydro 10 

Corporation’s Board (Exhibit 1C / Tab 2 / Schedule 1 / p. 3). 11 

 12 

 13 

RESPONSE: 14 

a) Toronto Hydro Energy Services Inc.’s  (THESI) primary activities is the ownership of 15 

certain street and expressway lighting assets in the City of Toronto, and services to 16 

the City regarding same.  Further information about THESI can be found in Toronto 17 

Hydro Corporations’ securities disclosure documents available on SEDAR, including in 18 

particular the corporation’s Annual Information Form. 19 

 20 

b) Toronto Hydro-Electric System Limited’s Board is currently made up of 5 members, 21 

two of whom (including the Chair), are also Directors of Toronto Hydro Corporation. 22 
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RESPONSES TO OEB STAFF INTERROGATORIES 1 

 2 

INTERROGATORY 48:  3 

Reference(s): Exhibit 1C, Tab 2, Schedule 1, pp. 7-8 4 

Exhibit 1C, Tab 3, Schedule 10, p. 3 5 

Exhibit 1C, Tab 3, Schedule 3, Appendix C, p. 5 6 

EB-2005-0421, Decision with Reasons, p. 42 7 

 8 

Preamble:  9 

Toronto Hydro notes that as the sole shareholder of Toronto Hydro Corporation, the City 10 

of Toronto has adopted a shareholder direction, which establishes a number of objectives 11 

and principles (and includes a dividend policy) (Exhibit 1C / Tab 2 / Schedule 1 / pp. 7-8).  12 

 13 

In its 2017 Annual Report, Toronto Hydro Corporation notes that it approved 14 

amendments to its dividend policy whereby 60% of Toronto Hydro’s immediately 15 

previous year’s annual consolidated net income will be paid as a dividend to the City of 16 

Toronto ) (Exhibit 1C / Tab 2 / Schedule 10 / p. 3).  17 

  18 

In the OEB’s Decision with Reasons for Toronto Hydro’s 2006 rates proceeding, the OEB 19 

states “…the Board believes that it is appropriate that any dividend paid by the utility to 20 

the City of Toronto should be approved by a majority of independent directors” (EB-2005-21 

0421 / Decision with Reasons / p. 42).   22 

 23 

a) Please file the current shareholder direction (including the dividend policy) (Exhibit 24 

1C / Tab 2 / Schedule 1 / p. 8).  25 
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b) Please provide the previous dividend policy that was in place prior to the 1 

amendment that was made (discussed at Exhibit 1C / Tab 3 / Schedule 10 / p. 3). 2 

Please advise who approved the dividend policy amendment.  3 

 4 

c) Please explain the disconnect between the dividends paid to Toronto Hydro 5 

Corporation and the level of dividends that Toronto Hydro Corporation ultimately 6 

pays to the City of Toronto (Exhibit 1C / Tab 3 / Schedule 3 / Appendix C / p. 5 and 7 

Exhibit 1C / Tab 3 / Schedule 10 / p. 3). 8 

 9 

d) Please provide the dividend checklist used by the Board Members at Toronto 10 

Hydro Electric-System Limited (Exhibit 1C / Tab 2 / Schedule 1 / p. 8).  11 

 12 

e) Please advise who at Toronto Hydro Electric-System Limited approves the 13 

payment of dividends to Toronto Hydro Corporation (Exhibit 1C / Tab 2 / Schedule 14 

1 / p. 8).  15 

 16 

f) For each year in the 2015-2017 period, please provide the total payment of 17 

dividends by Toronto Hydro Electric-System. For each of the same years, please 18 

also provide the net income and the total debt.  19 

 20 

g) For each year 2015-2017, please provide the percentage of Toronto Hydro 21 

Corporations net income that is derived from Toronto Hydro Electric-System 22 

Limited’s business.  23 

 24 

h)  For 2017, please explain why a $250 million equity investment from the City of 25 

Toronto led to payment of a $75 million dividend to the City of Toronto (Exhibit 1C 26 

/ Tab 3 / Schedule 10 / p. 3).  27 
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i) Please provide rationale supporting the amended dividend policy that pre-1 

approves the payment of 60% of Toronto Hydro’s immediately previous year’s 2 

annual consolidated net income as a dividend (Exhibit 1C / Tab 3 / Schedule 10 / p. 3 

3).  4 

 5 

j) Please discuss how the current dividend policy is in accordance with the OEB’s 6 

Decision with Reasons for Toronto Hydro’s 2006 rates proceeding (EB-2005-0421 / 7 

Decision with Reasons / p. 42).   8 

 9 

 10 

RESPONSE: 11 

a) Please refer to Appendix A to this response.  The City of Toronto is the sole 12 

shareholder of Toronto Hydro Corporation (THC), which in turn, is the sole 13 

shareholder of Toronto Hydro-Electric System Limited (THESL).  The City of Toronto 14 

establishes certain expectations and requirements of THC and its subsidiaries through 15 

its Shareholder Direction, which also includes a Dividend Policy.  This Dividend Policy 16 

establishes the City of Toronto’s (and the financial market’s) expectation about THC’s 17 

payment of dividends, however ultimately decisions with respect to the declaration of 18 

dividends are made by the members of the Boards of Directors of THC and THESL 19 

respectively.  THC is a reporting issuer (publicly issued debentures) under a 20 

prospectus, and accordingly is regulated by the Ontario Securities Commission.  THC is 21 

also an exempt issuer of short-term promissory notes (commercial paper), a party to 22 

certain credit facilities with major Canadian financial institutions, and is rated by the 23 

credit rating agencies DBRS and S&P. THESL is not a party to any of the external 24 

financial arrangements with lenders or investors which provide financing to THC.   25 
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b) Please refer to Appendix B to this response.  The dividend policy is contained within 1 

the Shareholder Direction, and as such, the amendment was made by the City of 2 

Toronto.  The Dividend Policy sets an expectation, but does not create a legal 3 

requirement for the Board of Directors of THC to declare dividends. For example, 4 

during the 2015-2016 period, the Board of Directors of THC decided to reduce 5 

dividend payments to the City of Toronto to a rate below that set out in the Dividend 6 

Policy, in favour of ensuring that its capacity to provide financial support to THESL 7 

remained consistent and aligned with THESL’s operational needs (including its capital 8 

program), and to stabilize its credit ratings to keep its borrowing costs down.   9 

 10 

c) The payment of dividends by THC to the City of Toronto is not directly correlated to 11 

the payment of dividends by THESL to THC.  Where a dividend is paid by THESL to THC, 12 

these funds may be used as part of the payment of dividends to the City of Toronto.  13 

Otherwise, dividends paid by THC to the City of Toronto, may be funded by THC 14 

through its commercial paper program or credit facilities (which THESL is not a party 15 

to).  Credit ratings are developed by the independent external rating agencies with 16 

assumptions that dividends will be paid in accordance with the Shareholder Direction. 17 

 18 

Dividends are paid by THESL only when its Board of Directors declares it to be in the 19 

corporation’s best interests, including its independent members, and dividends are 20 

paid by THC to the City of Toronto only when its Board of directors declares it to be in 21 

the corporation’s best interests. 22 

 23 

d) Please refer to Appendix C to this response.  This is a tool used by the Board of 24 

Directors, among other considerations, in exercising their business judgment to 25 

declare dividends. 26 
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e) Payments of dividends by the utility to THC are approved by the THESL Board of 1 

Directors, including at least a majority of the utility’s independent Directors. 2 

 3 

f) Please see Table 1.  4 

 5 

Table 1:  2015-2017 Dividends, Net income, and total Debt ($ Millions) 6 

 2015 2016 2017 

Dividends paid $0 $0 $2.1 

Net income $132.8 $148.5 $138.6 

Total debt $2,132.5 $2,220.8 $2,246.6 

 7 

g) Please see Table 2.  8 

 9 

Table 2:  THESL net income ($ Millions) 10 

 2015 2016 2017 

THESL net income (A) $132.8 $148.5 $138.6 

Consolidated net income (B) $126.7  $151.4 $156.5 

% (A/B) 104.8% 98.1% 88.6.0% 

 11 

h) In 2016, the Board of Directors of THC decided to reduce dividend payments to the 12 

City of Toronto to a rate below that set out in the Dividend Policy, in favour of 13 

ensuring that its capacity to provide financial support to THESL remained consistent 14 

and aligned with THESL’s operational needs (including its capital program), and to 15 

stabilize its credit ratings.  THC’s ability to maintain favourable credit ratings keeps its 16 

borrowing costs down, which in turn drive lower costs for ratepayers.  The City of 17 

Toronto provided an equity investment to THC in 2017, which in turn restored and 18 

improved THC’s credit metrics and improved its credit outlook from rating agencies.  19 

Following which, THC was able to restore dividends to the City of Toronto and 20 

continue to ensure that its financing to THESL remained consistent and aligned with 21 
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THESL’s operational needs (including its capital program).  After the completion of the 1 

equity investment, the City of Toronto amended the Dividend Policy as part of the 2 

Shareholder Direction to a rate of 60% of the immediately previous year’s 3 

consolidated net income for THC.  The $75 million represented 50% of net income for 4 

2016, and was paid to the City of Toronto following its $250 million equity investment. 5 

 6 

i) There is no such pre-approval of dividends.  This increase in the dividend expectations 7 

of the Shareholder was in consideration of providing a reasonable return on its large 8 

additional investment in THC, and 60% is in line with the industry market benchmark.  9 

 10 

j) The OEB’s 2006 Rates Decision provided that “any dividend paid by the utility to the 11 

City of Toronto should be approved by a majority of the independent directors”.1  12 

Payments of dividends by the utility to THC are approved by the THESL Board of 13 

Directors, including at least a majority of the utility’s independent Directors.  The 14 

THESL Board of Directors (as well as the THC Board of Directors), utilize a dividend 15 

checklist, which incorporates considerations that arise from the OEB’s Decision with 16 

Reasons for THESL’s 2006 rates proceeding and the subsequent decision of the 17 

Ontario Court of Appeal. 18 

 

                                                      

1 EB-2005-0421 Decision with Reasons, p. 42 



AMENDMENT TO
THE AMENDED AND RESTATED

SHAREHOLDER DIRECTION
RELATING TO

TORONTO HYDRO CORPORATION

WHEREAS the City of Toronto has issued an Amended and Restated Shareholder Direction
Relating to Toronto Hydro Corporation dated July 1, 1999 as amended and restated as of
October 3, 2002, as further amended as of October 1, 2004, as thither amended and restated as of
June 27, 2006; as finther amended and restated as of October 23, 2007; and as further amended
and restated as of May 7, 8,9 and 10, 2013;

AND WHEREAS pursuant to section 11.1 thereof the Shareholder Direction may be amended
solely at the discretion of the Shareholder;

AND WHEREAS at its meeting of May 24,25 and 26, 2017 Ciw of Toronto Council authorized
the within amendment to the dividend policy contained in the Shareholder Direction;

NOW THEREFORE THE SHAREHOLDER DIRECTION IS HEREBY AMENDED AND
WITNESSES AS FOLLOWS:

1. Amendment to Dividend Policy

Effective as of the date hereof, section 10.4 shall be deleted and replaced by the following:

10.4 Dividend Policy

Subject to any restrictions imposed by Law and this Shareholder Direction, the Board of the
Corporation shall declare the following dividends:

a) in calendar year 2017, an aggregate amount ofS75 million, consisting of:

i) equal quarterly instalments of $6.25 million payable by the Corporation on
March 31, 2017, June 30, 2017 and

ii) the remainder of the dividend payable in a single instalment within ten (10) days
of full receipt by the Corporation of a $250 million equity subscription from the
Shareholder, as approved by City Council at its meeting of
December 13, 14, 15, 2016, Item EX 25.8.

b) Commencing in 2018, and continuing for subsequent fiscal years, 60% of the
Corporation’s immediately previous fiscal year’s annual Consolidated Net Income, to be
declared quarterly, and payable to the Shareholder in four (4) equal instalments on the
last business day of each fiscal quarter of the Corporation.

Where “Consolidated Net Income” means the Corporation’s consolidated net income after net
movements in regulatory balances set forth in the applicable Financial Statements determined in
accordance with the accounting policies and procedures adopted and used by the Corporation
from time to time.
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DATED at Toronto as of this 28” day of June, 2017.

CITY OF TORONTO

/
Roberto Rossini
Deputy City Manager & Chief Financial Officer

APPROVED AS TO FORM

For Wendy Walberg, City Solicitor

File # MAS.5aaO-077-7634.2016

iuhi S. WatkiSS
City Clerk

Ulli Watkiss
City Clerk City Clerk

\\/
Authorized by Executive Committee ltem\
EX25.8 as amended and adopted by City of
Toronto Council at its Meeting on May 24, 25
and 26, 2017.

City Clerk
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SHAREHOLDER DIRECTION

WhEREAS Toronto Hydro Corporation (the “Corporation”) is a corporation existing
under the Business Corporations Act (Ontario);

AND WHEREAS the City ofToronto (the “Shareholder”) is the beneficial owner of all
of the issued shares of the Corporation;

AND WHEREAS the Corporation and the Subsidiaries (together, “Toronto Hydro”) are
the successors to the business of Toronto Hydro Electric Commission;

AND WHEREAS Toronto Hydro ‘s business (the “Business”) is integral to the well
being and infrastructure of the City of Toronto;

AND WHEREAS the Business is subject to the provisions of the Electricity Act, 1998
and the Ontario Energy Board Act, 1998, as such statutes may be amended or re-enacted from
time to time;

AND WHEREAS the Corporation is a reporting issuer subject to Securities Rules (as
herein defined);

AND WHEREAS the Shareholder wishes to establish certain principles of governance
relating to Toronto Hydro;

NOW THEREFORE THIS SHAREHOLDER DIRECTION IS HEREBY
AMENDED AND RESTATED AND WITNESSES AS FOLLOWS:

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Shareholder Direction, in addition to the terms defined in the recitals, the following terms
will have the meanings set out below:

“Affiliate Relationships Code” means the Ontario Energy Board Affiliate Relationships Code
For Electricity Distributors and Transmitters, as amended from time to time;

“Associate” means a Person that is associated with the Corporation or any Subsidiary as such
relationship is defined in the OBCA;

“Auditor General” means the City of Toronto’s Auditor General or his/her designate or any
Person acting in that capacity;

“Board” means the board of directors of the Corporation;
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“Body Corporate” means a firm, partnership, unincorporated association, joint venture, body
corporate, corporation, bank, trust, pension fund, union, governmental agency, board, tribunal,
ministry or commission or other legal entity of any kind whatsoever, but excludes an individual
or natural person;

“Business Plan” means the business plan referenced in Section 9.1

“Chair” means the Chair of the Board;

“Citizen Directors” means the citizen directors referenced in Section 5.1;

“City Authorized Representative” means the City authorized representative referenced in
Section 9.3;

“City CFO” means the City of Toronto’s Deputy City Manager and Chief Financial Officer or
the Person acting in that capacity or his/her designate;

“City Chief Corporate Officer” means the City of Toronto’s Chief Corporate Officer or the
Person acting in that capacity or his/her designate;

“City Council” means the Council of the City of Toronto when exercising its authority in its
capacity as a municipal government or as the Shareholder of the Corporation;

“City Council Directors” means the City Council directors as referenced in Section 5.1;

“City Liaison” means the City officer or delegated staff member referenced in Section 8.2;

“City of Toronto” means the municipal corporation continued under the City of Toronto Act,
2006;

“City Manager” means the City of Toronto’s City Manager or the Person acting in that capacity
or his/her designate;

“Directed by Council” means a direction from City Council, acting on behalf of the City of
Toronto in its capacity as Shareholder, to the Corporation, which direction shall be in the form
of a recommendation or resolution adopted by City Council which directs the CorpOration as it
applies to the Corporation or any of its Subsidiaries, and subject to Law, in making any direction
City Council shall take into consideration the objectives and principles set out in Section 2.2.2
herein;

“Distribution Company” means any one or more Subsidiaries licensed to own or operate an
electricity distribution system under the Ontario Energy BoardAct, 1998;

“Energy Services” means Toronto Hydro Energy Services Inc.;
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“Executive Compensation Information” means, for all of the officers of the Corporation, the
same executive compensation information as is required to be disclosed by the Corporation for
its Named Executive Officers in the Summary Compensation Table of its Annual Information
Form pursuant to Form 51-1 02F6 (Statement of Executive Compensation) issued under the
National Instrument 51-102 (Continuous Disclosure Obligations);

“Financial Statements” means, for any particular period, the audited or unaudited (as stipulated
in this Shareholder Direction), consolidated or unconsolidated (as stipulated in this Shareholder
Direction), comparative financial statements of the Corporation or its Subsidiaries, as
applicable, consisting of not less than a balance sheet, a statement of income and retained
earnings, a statement of changes in financial position, a report or opinion of the auditor (in the
case of audited Financial Statements) and such other statements, reports, notes and information
prepared in accordance with accounting principles as permitted at Law;

“Governmental Authority” means a federal, provincial, state, regional, municipal or local
government, domestic or foreign, including any entity, Person, court or other body or
organization exercising executive, legislative, judicial, regulatory or administrative functions of,
or pertaining to, any such government;

“Law” means any statute, law, ordinance, rule, regulation, restriction, code, regulatory policy or
guideline or order of any Governmental Authority, including without limitation all Securities
Rules and all applicable by-laws or rules of any Regulator;

“Lien” means any mortgage, hypothec, assignment, encumbrance, lien or security interest,
regardless of form, that secures the payment of any indebtedness or liability or the observance or
performance of any obligation;

“OBCA” means the Business Corporations Act (Ontario), as amended or re-enacted from time to
time;

“Ontario Energy Board” or “OEB” means the Ontario Energy Board, or its successor;

“Ontario Energy Board Act, 1998” or “OEB Act” means the Ontario Energy Board Act, 1998
(Ontario), as amended or re-enacted from time to time;

“Person” means an individual, limited liability company, unincorporated syndicate,
unincorporated organization, Body Corporate or Governmental Authority;

“Receiving Party” means the receiving party as referenced in Sections 4.4 and 6.3;

“Regulator” means the Ontario Energy Board, the Ontario Securities Commission and each
other Governmental Authority having jurisdiction over Toronto Hydro or the Business, and any
successor(s) thereto;
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“Securities Rules” means all statutes, laws, ordinances, rules, regulations, restrictions,
instruments,, codes, regulatory policy or guidelines applicable to the Corporation as a reporting
issuer under the Securities Act (Ontario), as amended from time to time;

“Shareholder” means the City of Toronto as the beneficial owner of all of the issued shares of
the Corporation, exercising its authority as Shareholder through City Council;

“Shareholder Direction” means this Shareholder Direction Relating to Toronto Hydro
Corporation dated as of July 1, 1999, as amended and restated from time to time; and

“Subsidiary” means, with respect to the Corporation, any Body Corporate of which more than
50% of the outstanding securities of any class carrying exercisable voting rights are beneficially
owned, directly or indirectly, by the Corporation, and includes any Body Corporate in like
relation to a Subsidiary.

1.2 City Authorized Representative, City Council, City of Toronto and Shareholder

a) Wherever there is a reference to a City Authorized Representative in this Shareholder
Direction, that reference shall be deemed to include any individual acting in that capacity or
any successor City Authorized Representative duly appointed or designated by the City of
Toronto as being responsible for that office.

b) In this Shareholder Direction the use of the terms City Council, City of Toronto and
Shareholder shall be interpreted to reflect the actions or authority of the municipal
government, municipal corporation or the corporate shareholder as reasonably indicated by
the context.

1.3 Calculation of Time

In this Shareholder Direction, a period of days will be deemed to begin on the first day after the
event which began the period and to end at 5:00 p.m. (Toronto time) on the last day of the
period. If, however, the last day of the period does not fall on a business day, the period will
terminate at 5:00 p.m. (Toronto time) on the next business day.

1.4 Regulatory Matters

In the event of any conflict between any approval or matter Directed by Council or other
requirement of the Shareholder under this Shareholder Direction and any decision, order or
policy of any Regulator, the decision, order or policy of the Regulator shall govern and Toronto
Hydro will at all times comply with any decision, order or policy of the Regulator whether or not
an approval or matter Directed by Council has first been given in respect thereof by the
Shareholder under this Shareholder Direction. For greater certainty, Toronto Hydro will not seek
any order from any Regulator for any matter that would require the approval of the Shareholder
under this Shareholder Direction without first giving notice of its intention to seek such an order
to the Shareholder.
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ARTICLE 2
OBJECTWES AND PRINCIPLES

2.1 Purposes

The purposes of this Shareholder Direction are as follows

a) subject to the Board’s authority to manage or supervise the management of the business and
affairs of the Corporation, to provide the Board with the Shareholder s fundamental
principles regarding the Business,

b) to inform the residents of the City of Toronto of the Shareholder’s fundamental principles
regarding the Business; and

c) to set out the accountability, responsibility and relationship between the Board and the
Shareholder.

2.2 Shareholder Objectives and Principles

2.2.1 Subject to Law, the Corporation shall and shall direct its Subsidiaries to conduct their
affairs and govern their operations in accordance with such rules, policies, directives or
objectives as Directed by Council from time to time.

2.2.2 The following objectives and principles shall govern the operations of Toronto Hydro:

a) to operate Toronto Hydro on an efficient and commercially prudent basis;

b) to optimize the Shareholder’s return on equity and operate Toronto Hydro with a
view to meeting the financial performance objectives of the Shareholder as set out in
this Shareholder Direction;

c) to provide a reliable, effective and efficient electricity distribution system that
supports the electricity demands of residents and businesses in the City ofToronto;

d) to operate Toronto Hydro in an environmentally responsible manner consistent with
the City of Toronto ‘s energy, climate change and urban forestry objectives and, as
appropriate, utilizing emerging green technologies;

e) to ensure that the Business is managed in material compliance with all Law; and

f) to engage in recruitment and procurement practices designed to attract employees and
suppliers from the City ofToronto’s diverse community.
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2.2.3 The Board is responsible for determining and implementing the appropriate balance
among the objectives and principles in Section 2.2.2 and for causing Toronto Hydro to
conduct its affairs in accordance with the same.

ARTICLE 3
BUSiNESS OF TORONTO HYDRO

3.1 Business of Toronto Hydro

Subject to Law and the ongoing ability of the Corporation and the Subsidiaries to meet the
financial objectives of the Shareholder set out in this Shareholder Direction and the ability of the
Board to demonstrate the same, the Corporation may engage in, and may authorize the
Subsidiaries, to engage in, any of the business activities permitted by the Ontario Energy Board
Act, 1998, as may be amended from time to time. Without limiting the foregoing, and for ease of
reference, an extract of the relevant provisions of the Ontario Energy Board Act, 1998 is
attached as Appendix A to this Shareholder Direction.

ARTICLE 4
BOARD OF DIRECTORS

4.1 Responsibilities of the Board of Directors

Subject to Law and any matters requiring approval of the Shareholder pursuant to this
Shareholder Direction, the Board is responsible for supervising the management of the business
and affairs of the Corporation, including the following specific matters

a) establishing sound financial principles and performance objectives,

b) approving any dividend payment or distribution of capital, 4,
di 4

c) appointing the officers of the Corporation;

d) approving the overall business strategy and related Business Plan;

e) approving the financing strategy, including the selection of financial institutions and related
banking authorities;

f) directing labour and employee relations matters; and

g) approving the financial statements in accordance with the requirements of the OBCA.
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4.2 Committees of the Board

The Board may form committees and delegate such decision making or other responsibilities to
the committees, as permitted by Law, from time to time.

The committee of the Board responsible for compensation related matters shall include at Least
one City Council Director.

4.3 Conflict of Interest Policy

The directors and officers of the Corporation will strictly abide by the requirements of the OBCA
and the Corporation in respect of conflicts of interest, including any requirements in respect of
disclosure and abstention from voting.

4.4 Confidentiality

The Shareholder and the directors and officers of the Corporation will ensure that no
confidential information of the Shareholder or Toronto Hydro is disclosed or otherwise made
available to any Person, except to the extent that:

a) disclosure to a Receiving Party’s employees or agents is necessary for the performance of
any Receiving Party’s duties and obligations under this Shareholder Direction;

b) disclosure is required in the course of any legal or regulatory proceedings or actions or
pursuant to any Law; or

c) the confidential information becomes part of the public domain (other than through
unauthorized disclosure by the Receiving Party).

ARTICLE 5
BOARD STRUCTURE

Without restricting the rights of the Shareholder, this article provides information regarding City
Council’s “Public Appointments Policy” and “Policy on Board Governance Structures” as
amended from time to time.

5.1 Composition of the Board

5.1.1 TheBoardwill be composed of eleven (11) directors comprising:

a) the Mayor of the City ofToronto or a member of City Council whom the Mayor recommends
as his/her designate and who is appointed by City Council;
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b) two (2) members of City Council (together with the Mayor or Mayor’s Designate, the “City
Council Directors”); and

c) eight (8) residents of Toronto who are not elected officials or employees of the City of
Toronto or any of its agencies or corporations (“Citizen Directors”), one of whom shall be
the Chair.

5.1.2 The Shareholder shall appoint all members of the Board of the Corporation.

5.1.3 The Chair of the Board shall be appointed by the Board upon the nomination of the
Shareholder from time to time.

5.2 Qualifications of Directors

In addition to the general eligibility requirements as set out at Law (including without limitation
the OBCA and Securities Rules) and in the City of Toronto’s “Public Appointments Policy” and
“Policy on Board Governance Structures”, as amended by City Council from time to time, Board
members should collectively represent a range of expertise including:

a) experience on a public utility commission or board of a major corporation or other
commercial enterprise;

b) experience or knowledge with respect to:

i. corporate finance;
ii. corporate governance;
iii. market development;
iv. large system operation and management;
v. urban energy industries;
vi. public policy issues and the Law relating to Toronto Hydro and the electricity industry;
vii. environmental matters;
viii. labour relations;
ix. occupational health and safety issues

c) commercial sensitivity and acumen;

d) independence ofjudgment;

e) personal integrity; and

f) at least three directors with financial management expertise.

5.3 Vacancies

If a member of the Board ceases to be a director for any reason, the Shareholder will fill the
vacancy created thereby as soon as reasonably possible.
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5.4 Term

a) The term for City Council Directors shall be two (2) years. Incumbent City Council
Directors may be reappointed by the Shareholder, for such consecutive terms as the
Shareholder may determine, in its discretion.

b) The term for Citizen Directors shall be two (2) years. Incumbent Citizen Directors may be
reappointed by the Shareholder, at its discretion, for an additional term without a formal
Citizen Director recruitment process. Where any Citizen Director has served for two (2)
consecutive terms, or a total of four (4) consecutive years, then the Shareholder shall proceed
with a formal Citizen Director recruitment process prior to reappointing an incumbent
director for that position. The maximum number of consecutive two (2) year terms for any
Citizen Director shall be four (4) terms for a maximum term of eight (8) consecutive years as
a Citizen Director.

c) Notwithstanding any of the foregoing, all directors are appointed at the pleasure of the
Shareholder and the Shareholder may elect, in its discretion, to replace any appointed
director at any time and for any reason. All directors shall continue to serve on the Board
past the end of their term until such time as such successors are appointed by the
Shareholder.

ARTICLE 6
SUBSIDIARIES

6.1 Boards of Directors of Subsidiaries

a) Subject to Law and any matters requiring approval of the Shareholder pursuant to this
Shareholder Direction, the Corporation shall cause the business and affairs of the
Subsidiaries to be managed or supervised by their respective boards of directors.

b) The Board will appoint the directors of the Subsidiaries from among the directors of the
Corporation, provided however that the appointment of the directors of the Distribution
Company shall be subject to and meet all requirements for independence as may be set out by
the Ontario Energy Board’s Affiliate Relationshzps Code as amended from time to time.
Without limiting the foregoing, and for ease of reference, an extract of the relevant section of
the Affiliate Relationships Code is attached as Appendix B to this Shareholder Direction.

c) The Chair shall notify the City Manager of the names of, remuneration to be paid to, and the
process used to select, any independent directors as required by the OEB from time to time.
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6.2 Conflict of Interest Policy

The Corporation will cause the directors and officers of each Subsidiary to strictly abide by the
requirements of the OBCA and the Corporation in respect of conflicts of interest, including any
requirements in respect of disclosure and abstention from voting.

6.3 Confidentiality

The Corporation will cause the directors and officers of each Subsidiary to ensure (the
Shareholder and the directors and officers of each Subsidiary are hereinafter referred to as a
“Receiving Party”), that no confidential information of the Shareholder or Toronto I-lydro is
disclosed or otherwise made available to any Person, except to the extent that:
a) disclosure to a Receiving Party’s employees or agents is necessary for the performance of

any Receiving Party’s duties and obligations under this Shareholder Direction;
b) disclosure is required in the course of any legal or regulatory proceedings or actions or

pursuant to any Law; or
c) the confidential information becomes part of the public domain (other than through

unauthorized disclosure by the Receiving Party).

6.4 Vacancies

If a member of the Board of directors of any Subsidiary ceases to be a director for any reason,
the Corporation will cause the vacancy to be filled by another director of the Corporation as
soon as reasonably possible.

ARTICLE 7
BOARD REMUNERATION AND EXPENSE REIMBURSEMENT

7.1 Remuneration

a) The Chair will receive remuneration in the amount of $75,000 per annum; and

b) Each director of the Corporation, other than the Chair, will receive remuneration in the
amount of $12,500 per annum plus:

(i) $1,000 for each meeting of the Board attended;

(ii) $1,000 for each meeting of the board of a Subsidiary attended, provided the meeting is
other than on a day when there is a meeting of the Board; and

(iii) $1,000 for each meeting of a committee of the Board attended, provided the meeting is
other than on a day when there is a meeting of the Board and subject to an aggregate
annual maximum of $5,000 for meetings of committees of the Board.
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c) Notwithstanding any of the foregoing, City Council Directors will receive no remuneration
and the maximum aggregate remuneration for a director other than the Chair is $30,000 per
annum.

d) The remuneration of the directors of the Corporation for their respective services as directors
will be as determined by the Shareholder under City Council’s Board remuneration policy as
amended from time to time.

7.2 Reimbursement Policy

The Board shall establish an expense reimbursement policy to provide for the reimbursement of
out-of-pocket expenses for Board members while conducting Board business. Such policy shall
require that the Board pre-approve the amount and reason for all major expenses for directors.

ARTICLE 8
SHAREHOLDER MATTERS

8.1 Decisions of the Shareholder

a) Where the Corporation wishes or is required to obtain an approval or decision from the
Shareholder pursuant to this Shareholder Direction or otherwise, the Corporation shall
submit a written request to the appropriate City Liaison for the approval or decision which
includes all information necessary for the Shareholder to make an informed decision.

b) Where possible and permitted by Law, the Corporation shall submit its request and
supporting information in a timely manner that enables the City Liaison to comply with
deadlines for submission to City of Toronto Committees and City Council. The City Manager
or the City CFO, as appropriate, shall determine how a particular matter for which approval
or decision has been requested will proceed.

8.2 Liaison with the City

a) For corporate governance matters requiring the Shareholder’s approval, as set out in this
Shareholder Direction or pursuant to the OBCA, and for all other day-to-day matters with
respect to corporate governance, the designated City Liaison is the City Manager.

b) For financial matters requiring the Shareholder’s approval, as set out in Article 9 and Article
10, and for all other day-to-day financial matters, the designated City Liaison is the City
CFO.

c) For program matters concerning the Corporation ‘s operations, and for all other day-to-day
operational matters, the designated City Liaison is the City ChiefCorporate Officer.
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8.3 Matters Requiring Shareholder Approval under the OBCA

In accordance with the provisions of the OBCA, the Corporation shall not, and shall ensure that
each Subsidiary does not, without the approval of the Shareholder:

a) amend its articles or make, amend or repeal any by-law;

b) amalgamate (except for an amalgamation with one or more Subsidiaries), apply to continue
as a Body Corporate under the Law of another jurisdiction, merge, consolidate or reorganize,
or approve or effect any plan of arrangement, in each case whether statutory or otherwise;

c) take or institute proceedings for any winding up, arrangement, reorganization or dissolution;

d) create new classes of shares or reorganize, consolidate, subdivide or otherwise change its
outstanding securities;

e) sell or otherwise dispose of, by conveyance, transfer, lease, sale and leaseback, or other
transaction, all or substantially all of its assets or undertaking;

I) change the auditor;

g) make any change to the number of directors comprising the Board; or

h) enter into any transaction or take any action that requires Shareholder approval pursuant to
the OBCA.

8.4 By-Laws

Subject to Law:

a) The Board may, by resolution, make, amend, or repeal any of its by-laws and the changes
take effect at such time as the Board approves.

b) Where the Board makes, amends or repeals a by-law, the Board shall submit the by-law,
amendment or repeal to the Shareholder as soon as possible and by no later than the next
City Council meeting, and the Shareholder may confirm, reject or amend the by-law,
amendment or repeal.

c) Where a by-law is made, amended or repealed by the Board under Section 8.4 (a), the by
law, amendment or repeal is effective from the date of the resolution of the Board until it is
confirmed, confirmed as amended or rejected by the Shareholder under Section 8.4 (b) or
until it ceases to be effective under Section 8.4 (d) and, where the by-law is confirmed or
confirmed as amended, it continues in effect in the form in which it was so confirmed.

d) If a by-law or an amendment or repeal of a by-law is rejected by the Shareholder, or if the
Board does not submit the by-law, amendment or repeal to the Shareholder as required under
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Section 8.4 (b), the by-law, amendment or repeal ceases to be effective on the date of such
rejection or on the date of the meeting of the Shareholder at which it should have been
submitted, as the case may be, and no subsequent resolution of the Board to make, amend or
repeal a by-law having substantially the same purpose or effect is effective until it is
confirmed or confirmed as amended by the Shareholder.

8.5 Other Matters Requiring Shareholder Approval

a) Unless the Shareholder approves otherwise, the Corporation shall ensure that the
Distribution Company does not:

(i) provide any financial assistance, whether by loan, guarantee or otherwise, to any Person
other than in accordance with this Shareholder Direction;

(ii) create any Lien on its assets other than:

(1) any Lien in favour of the Shareholder;

(2) Liens securing purchase money obligations, trade debts or other liabilities incurred
in the ordinary course of business (other than in relation to the borrowing of money)
if the aggregate principal amount of such obligations does not exceed $10,000,000
at any time;

(3) Liens securing credit facilities created or incurred for the purpose of providing
operating financing for day-to-day working capital requirements of the Distribution
Company if the aggregate principal amount of such credit facilities does not exceed
$100,000,000 at any time; or

(4) Liens held by any Governmental Authority that have not at the time been filed or
registered against the title to the Distribution Company’s assets or served upon the
Distribution Company pursuant to Law or that relate to obligations of the
Distribution Company that are not due or delinquent;

b) unless the Shareholder approves otherwise, the Corporation shall not, and shall ensure that
the Subsidiaries do not:

(i) provide any financial assistance, whether by loan, guarantee or otherwise, to any
director or officer of the Corporation or of any Subsidiary or Associate;

(ii) invest funds in publicly-traded securities other than government debt, Canadian
chartered bank or Canadian corporate securities rated less than AIR-i (low) (or its
equivalent) by Standard & Poor’s, Dominion Bond Rating Service Limited or
Moody’s;

(iii) acquire any interest in the distribution system, undertaking or securities of a distributor
(as defined in the Electricity Act, 1998) operating outside of the municipal boundaries
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of the Shareholder other than in accordance with Section 8.6 of this Shareholder
Direction; and

(iv) subject to Section 8.5, enter into any agreement, commitment or investment that
provides recourse to the assets of the Corporation or the Distribution Company in
favour of any third party in such assets;

c) unless the Shareholder approves otherwise the Corporation shall not, and shall ensure that
the Distribution Company does not:

(i) provide any financial assistance, whether by loan, guarantee or otherwise, to or make
any investments, whether by loan, equity or otherwise, in any Subsidiary other than the
Distribution Company, other than:

(1) trade payables incurred in the ordinary course of business on customary terms;

(2) that portion of any investment in any Subsidiary attributable to the value of the
assets, property and undertaking of the business of the Distribution Company
transferred by the Distribution Company to the Subsidiary;

(3) financial assistance to a Subsidiary provided to replace financial assistance
provided to the Distribution Company in respect of a business of the Distribution
Company transferred by the Distribution Company to the Subsidiary; and

(4) in accordance with this Shareholder Direction;

unless, after giving effect to the investment or financial assistance, the aggregate amount
of all investments in and financial assistance to such Subsidiaries does not exceed 12% of
Shareholder’s equity in the Distribution Company, as shown on its most recent Financial
Statements, and unless the investment or financial assistance is included in the Business
Plan; provided that, in the case of the Distribution Company, the Distribution Company
does not contravene the Affiliate Relationships Code.

For greater certainty, in this Section 8.5, the term “financial assistance” does not include
remuneration paid in the normal course of business to directors, officers or employees, including
honoraria, wages, salaries or bonuses, or any reimbursement for expenses arising from such
Person ‘s duties.

8.6 Acquisition of Distributor under Certain Conditions

The Corporation is authorized, and shall authorize the Distribution Company, to acquire any
interest in the distribution system, undertaking or securities of a distributor (as defined in the
Electricity Act, 1998) operating outside of the municipal boundaries of the Shareholder, provided
that:
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a) the Corporation or the Distribution Company, as the case may be, has determined that the
proposed acquisition presents a reasonable opportunity to create additional value in Toronto
Hydro for the Shareholder;

b) the Shareholder’s dividend will not be adversely affected by the proposed acquisition, either
in the immediate or long term;

c) there is no dilution of the Shareholder’s shareholding in the Corporation;

d) if it is necessary to place Liens on any assets of the Distribution Company to effect the
acquisition, the Liens are placed on the assets or securities of the distributor being acquired;

e) the Corporation provides the Shareholder with a quarterly update on its acquisition activity
and the acquisition activity of the Distribution Company, indicating the bids that have been
submitted, commentary on successful bids and commentary on unsuccessful bids indicating
any underlying reasons for the lack of success; and

f) where an acquisition has been successful, the Corporation reports to the Shareholder at the
next meeting of City Council after the acquisition with particulars of the acquisition,
including financing information which details how each of the conditions set out in
Subsections 8.6 (a), (b), (c) and (d) have been satisfied.

8.7 Provision of Financial Assistance

Despite Section 8.5,

a) the Corporation is authorized to provide financial assistance to the Subsidiaries by
guarantees, letters of credit, direct loans or otherwise, for the purposes of enabling them to
carry on their business, including in the case of the Distribution Company, for the purposes
of satisfying the prudential requirements of the Independent Electricity System Operator (or
its successor) which form part of the market rules to ensure the uninterrupted supply and
payment of electricity.

b) subject to the tenns and conditions of the Affiliate Relationships Code, the Corporation shall
authorize the Distribution Company to provide financial assistance to other Subsidiaries by
guarantees, letters of credit, direct loans or otherwise for the purposes of enabling them to
carry on their business

provided that such financial assistance does not exceed an aggregate amount of $500 million. For
the purposes of this Section 8.7 only, except in the case of the Distribution Company,
“Subsidiary” means a wholly-owned Subsidiary of the Corporation.
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ARTICLE 9
REPORTING

9.1 Business Plan

Not later than the end of each fiscal year, the Board will approve and the Chair shall submit to
the City CFO a business plan for the next three (3) fiscal years (the “Business Plan”). The
Business Plan will be prepared on a consistent basis with the Business Plan then in effect. The
Corporation will carry on its business and operations in accordance with the Business Plan
which will include, in respect of the period covered by such Business Plan.

a) the strategic direction, key objectives, priorities and business initiatives that the Corporation
proposes to undertake;

b) the metrics for monitoring the accomplishments and financial performance of the
Corporation in the previous fiscal year, including the Corporation’s liquidity and debt
coverage, and the Corporation’s then current return on equity;

c) an operating and capital expenditure budget for the Corporation and each of the Subsidiaries
for the next fiscal year and corresponding operating and capital expenditure projections for
each fiscal year thereafter, including the anticipated resources necessary to implement the
Business Plan;

d) the projected annual revenues and profits for each fiscal year for the Corporation and each of
the Subsidiaries;

e) projected dividend payments to the Shareholder;

f) an acquisition budget setting forth the nature and type of capital expenditures proposed to be
made by the Corporation and its Subsidiaries in the following fiscal year, supported by
explanations, notes and information upon which the budget was based;

g) energy conservation programmes and environmental plans, including the level of
commitment to renewable energy and co-generation;

h) any material variances in the projected ability of any business activity to meet or continue to
meet the financial objectives of the Shareholder as set out in this Shareholder Direction or as
Directed by Council from time to time;

I) any material variances from the Business Plan then in effect; and

j) any such additional information as the City CFO may request of the Chair in writing from
time to time.
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9.2 Quarterly Reports

Within 60 days after the end of each fiscal quarter, the Board will approve (on a consistent basis
with the previous fiscal quarter) and the Chair shall submit to the City CFO a quarterly report.
The quarterly report will include, in respect of the immediately preceding fiscal quarter:

a) quarterly Financial Statements;

b) such explanations, notes and information as is required to explain and account for any
variances between the actual results from operations and the budgeted amounts set forth in
the current Business Plan, including any material variances in the projected ability of any
business activity to meet or continue to meet the financial objectives of the Shareholder;

c) information that is likely to materially affect the Shareholder’s financial objectives or the
City ofToronto’s energy policiest applicable to the Corporation, as Directed by Council from
time to time;

d) information that is likely to materially affect customers’ perceptions or opinions regarding
Toronto Hydro;

e) information regarding any matter, occurrence or other event which is a material breach or
violation of any Law; and

any such additional information as the City CFO may request of the Chair in writing from
time to time.

9.3 Access to Records

a) Subject to Law, the Shareholder may at any time duly appoint, in its discretion, any staff of
the City of Toronto as one or more City Authorized Representatives in addition to the
currently appointed Auditor General, City Manager, City CFO and City Chief Corporate
Officer.

b) The Corporation shall provide any City Authorized Representative with access to the books
and records of the Corporation and its Subsidiaries during normal business hours as Directed
by Council.

c) The access by the City Authorized Representative to the Corporation ‘s books and records is
limited to situations where the City Authorized Representative has been specifically
appointed by City Council to gain access to the Corporation ‘s books and records for a
specific purpose or project and where the City Authorized Representative has not been able to
obtain the necessary information through the Shareholder Direction reporting mechanisms,
through inquiries to senior management of the Corporation, or through a request from City
Council to the Chair of the Corporation.
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d) The City Authorized Representative shall treat all information of Toronto Hydro with the
same level of care and confidentiality as any confidential information of the Shareholder and
shall be deemed to be subject to, and shall at all times comply with all Law with respect to
such information.

9.4 Audit of Financial Statements

The Corporation ‘s consolidated Financial Statements and the Financial Statements of all active
Subsidiaries will be audited.

9.5 Internal Audit

The Corporation shall have an internal auditor who is independent of management and reports
directly to the Board or a committee of the Board and who has the authority to undertake
financial and performance audits, as may be requested by the Board or committee of the Board
from time to time, and make recommendations to the Board or committee of the Board, as
applicable, concerning all departments, offices, activities and programs of the Corporation.

9.6 Accounting

Subject to Law, the Corporation will, in consultation with its external auditor, adopt and use
such accounting policies and procedures which may be approved by the Board from time to time.

9.7 Annual Financial Statements

The Board will deliver to the City Manager and the City CFO, as soon as practicable and in any
event within three (3) months after the end of each fiscal year, the annual audited consolidated
Financial Statements of the Corporation and its active Subsidiaries, and information concerning
its Subsidiaries, equity interests and joint ventures as Directed by Council, for consideration by
the Shareholder.

9.8 Annual Report

Together with the annual audited consolidated Financial Statements noted in Section 9.7 above,
the Board will deliver to the City Executive Committee through the City Manager’s office and
the City CFO an annual report outlining:

a) the Corporation’s accomplishments during the fiscal year along with explanations, notes and
information required to explain and account for any variances between the Corporation ‘s
actual results and the Business Plan in effect for the year;

b) the progress made, using quantifiable performance data, towards accomplishing the
principles set forth in Section 2.2.2 d);

c) the Executive Compensation Information, as permitted by Law, which the Shareholder agrees
it will receive and use in accordance with all Law including all applicable privacy law;
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d) a copy of the Corporation’s Annual Information Form; and

e) an annual report detailing the total remuneration and expenses paid by the Corporation for
each member of the Board.

ARTICLE 10
FINANCIAL PERFORMANCE

10.1 Financial Performance

The Board will use its best efforts to ensure that Toronto Hydro meets the financial performance
standards set out in this Article 10.

10.2 Credit Rating

The Corporation shall obtain and maintain, and, if necessary for financing purposes, shall cause
the Distribution Company to obtain and maintain, a rating of A- or higher (or its equivalent
rating, depending on the credit rating agency) on its senior debt securities, as rated by two (2)
accredited credit rating agencies in Ontario (which credit rating agencies include Standard &
Poor’s, DBRS and Moody’s).

10.3 Debt Financing

The Corporation shall optimize, and, if necessary for financing purposes, shall cause its
Subsidiaries to optimize, its debt financing in accordance with the provisions of this Shareholder
Direction.

10.4 Dividend Policy

Subject to any restrictions imposed by Law and this Shareholder Direction, the Board of the
Corporation shall declare aggregate dividends with respect to each fiscal year in the amount of:

a) 50% of the Corporation’s prior fiscal year’s annual consolidated net income,

b) with a minimum annual amount of $25 million, payable to the Shareholder in equal
instalments of $6.25 million payable on the last day of each fiscal quarter of the year (March
31, June 30, September30 and December 31), and

c) with the balance of the annual dividend, if any, payable within ten (10) days from the date of
approval by the Board of the Corporation ‘s annual audited consolidated Financial
Statements.
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ARTICLE 11
AMENDMENTS

11.1 Amendments

This Shareholder Direction may be amended solely at the discretion of the Shareholder. The
Shareholder, if possible, will provide prior written notice to the Board of any proposed
amendments to this Shareholder Direction.

DATED at Toronto as of this 21st day of May, 2013.

CITY OF TORONTO

Mar11 .oft

7J/Ulli Watkiss
City Clerk

Approved as to Form

_____ftr:

Anna Kinastowski
City Solicitor

Authorized by Clause 14 of Policy and Finance Committee Report No. 13, adopted by Council at
its meeting on October 1, 2 and 3, 2002, as amended by:

• Clause 24 of Policy and Finance Committee Report No. 7, adopted by Council at its meeting
on September 28, 29, 30 and October 1, 2004;

• Clause 7 of Policy and Finance Committee Report No. 4 adopted by Council at its meeting
ofMay23,24and25,2006;

• Clause 7 of Policy and Finance Committee Report No. adopted by Council at its meeting
on June 27, 28 and 29, 2006;

• Executive Committee Item EXI2.3 as amended and adopted by Council at its meeting on
October 22 and 23, 2007, and

• Authorized by Executive Committee Item EX 31.7, as amended and adopted by Council at its
meeting on May 7, 8, 9 and 10, 2013.

4 MarilynM.Toft
v’City Clerk

City Manager
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APPENDIX A

Ontario Energy Board Act, 1998 — PermittedActivities
Note: The following extract is being provided as an appendix to this Shareholder Direction
for reference purposes only and the reader is cautioned to review the Ontario Energy Board
Act, 1998 and its regulations for any updates or revisions, from time to time.

a) Restriction on business activity

71. (1) Subject to subsection 70 (9) and subsection (2) of this section, a transmitter or
distributor shall not, except through one or more affiliates, carry on any business activity other
than transmitting or distributing electricity. 2004, c. 23, Sched. B, s. 12.

Exception
(2) Subject to section 80 and such rules as may be prescribed by the regulations, a

transmitter or distributor may provide services in accordance with section 29.1 of the Electricity
Act, 1998 that would assist the Government of Ontario in achieving its goals in electricity
conservation, including scrvjces related to,

(a) the promotion of elecfriity conservation and the efficient use of electricity;
(b) electricity load management; or
(c) the promotion of cleaner energy sources, including alternative energy sources and

renewable energy sources. 2004, c. 23, Sched. B, s. 12.

Exception
(3) Despite subsection (1), a distributor may own and operate,

(a) a renewable energy generation facility that does not exceed 10 megawatts or such
other capacity as may be prescribed by regulation and that meets any criteria that
may be prescribed by the regulations;

(b) a generation facility that uses technology that produces power and thermal energy
from a single source and that meets any criteria that may be prescribed by the
regulations; or

(c) a facility that is an energy storage facility and that meets any criteria that may be
prescribed by the regulations. 2009, c. 12, Sched. D, s. 11; 2011, c. 1, Sched. 4, s. 1.

b) Municipally-owned distributors

73. (1) If one or more municipal corporations own, directly or indirectly, voting securities
carrying more than 50 per cent of the voting rights attached to all voting securities of a
corporation that is a distributor, the distributor’s affiliates shall not carry on any business activity
other than the following:

1. Transmitting or distributing electricity.
2. Owning or operating a generation facility that was transferred to the distributor

pursuant to Part XI of the Electricity Act, 1998 or for which the approval of the
Board was obtainedunder section 82 or for which the Board did not issue a notice of
review in accordance with section 80.

3. Retailing electricity.
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4. Distributing or retailing gas or any other energy product which is carried through pipes
or wires to the user.

5. Business activities that develop or enhance the ability of the distributor or any of its
affiliates to carry on any of the activities described in paragraph 1, 3 or 4.

6. Business activities the principal purpose of which is to use more effectively the assets
of the distributor or an affiliate of the distributor, including providing meter
installation and reading services, providing billing services and carrying on activities
authorized under section 42 of the Electricily Act, 1998.

7. Managing or operating, on behalf of a municipal corporation which owns shares in the
distributor, the provision of a public utility as defined in section 1 of the Public
Utilities Act or sewage services.

8. Renting or selling hot water heaters.
9. Providing services related to the promotion of energy conservation, energy efficiency,

load management or the use of cleaner energy sources, including alternative and
renewable energy sources.

Limitation
(2) In acting under paragraph 7 of subsection (1), the distributor’s affiliate shall not own or

lease any works, pipes or other machinery or equipment used in the manufacture, processing or
distribution of a public utility or in the provision of sewage services.

Municipal corporation
(3) Subsection (1) does not restrict the activities of a municipal corporation.
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APPENIMX B

Affiliate Relationships Code— Independent Directors

Note: The following extract of the Affiliate Relationships Code is being provided as an
appendix to this Shareholder Direction for reference purposes only and the reader is
cautioned to review the Affiliate Relationships Code and its regulations for any updates or
revisions, from time to time.

2.1.2 A utility shall ensure that at least one-third of its Board of Directors is independent from any
affiliate.

C,



 -Toronto Hydro-Electric System Limited Board of Directors -  
Items to Consider Regarding the Declaration, Non-Declaration, Suspension or Reduction of a Dividend 

 

 Item For Consideration  

1.  Identify the amount of the dividend (the “THESL Dividend”) proposed to be paid by THESL 

2.  Are there reasonable grounds for believing that after declaring and paying the THESL dividend, THESL cannot pay its liabilities as they 
become due? 

If the answer is YES, then the legal threshold test for declaration of the dividend has not been met and a dividend cannot be declared. 

3.  Are there reasonable grounds for believing that after declaring and paying the THESL Dividend, the realizable value of THESL’s assets to 
be less than the aggregate of its liabilities and its stated capital of all classes? 

If the answer is YES, then the legal threshold test for declaration of the dividend has not been met and a dividend cannot be 
declared. 

4.  Is the THESL Dividend in the best interests of the corporation? 

a.  a) Would the THESL Dividend have (or reasonably be expected to have) a material impact on the ability to fund required capital 
infrastructure investment and maintenance on a timely basis? 

b.  b) Any reasonable grounds for believing that the funding of the THESL Dividend would result in increased financing costs? 

5.  Is the funding of the THESL Dividend in the best interests of the corporation’s stakeholders as a whole? 

a.  a) Is there (or would there reasonably be expected to be) a material impact on the ability to pay employees or other commitments to 
employees? 

b.  b) Is there (or would there reasonably be expected to be) a material impact on THESL’s relationship with its creditors or existing 
indebtedness?  

c.  c) Is there (or would there reasonably be expected to be) a material impact on reasonable expectations of the shareholder or THESL’s 
relationship with the shareholder? 

6.  If the answer to either 2(a) or 2 (b) is yes, is the THESL Dividend in the best interests of ratepayers?  

a.  a) Would the THESL Dividend cause/contribute a need to increase rates or is this reasonably foreseeable? 

b.  b) Would the THESL Dividend have a negative impact on reliability of the distribution system or is this reasonably foreseeable? 
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 c) Would the THESL Dividend have a negative impact on future ratepayers or is this reasonably foreseeable? 

7.  If it is determined that THESL will not pay the THESL Dividend as set out in item 1, then is it appropriate to fund a reduced amount or not 
provide any funding at all? 

8.  If it is determined that THESL will declare a reduced dividend, then what is the amount of that funding? 

 

Note: None of these factors should be treated as determinative (other than items 4 and 5 which constitute legal thresholds for the declaration of a 
dividend), but rather should be balanced as part of the consideration of whether a dividend should be declared, reduced or suspended.  Not all 
factors will be relevant to each dividend scenario, and factors may be weighed differently depending on the scenario and the business judgment of 
Directors.  Certain information from Management supporting the Directors reviews and determination will be provided.  Such information should not 
be considered conclusive and Directors may, in their discretion, seek further support, clarifications and/or additional information from Management 
or others. Directors may also, in their discretion, seek independent advice on these or any other points, including independent financial advice. 
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Panel:  General Plant, Operations, and Administration 

 

RESPONSES TO OEB STAFF INTERROGATORIES 1 

 2 

INTERROGATORY 49:  3 

Reference(s): Exhibit 1C, Tab 3, Schedule 1, pp. 2-3 4 

 5 

Preamble:  6 

Toronto Hydro discusses the implementation of three new International Financial 7 

Reporting Standards (IFRS) accounting standards effective January 1, 2018. 8 

 9 

a) In regards to the adoption of IFRS 16 (Exhibit 1C / Tab 3 / Schedule 1 / pp. 2-3), 10 

please explain how the regulatory treatment of right of use assets has changed 11 

compared to when they were classified as operating leases. Please explain how an 12 

operating lease would have been previously recovered in rates compared to how 13 

they will be recovered as a result of the accounting change. 14 

 15 

b) Please advise whether the accounting change results in ratepayers paying more 16 

for the lease then they otherwise would have under the old accounting policy. 17 

Please detail the benefits and drawbacks to ratepayers as a result of the 18 

accounting change. 19 

 20 

c) Please discuss whether there is a need to establish a variance account for the 21 

2018-2019 period to capture the impact of operating leases that are still being 22 

recovered in rates as part of OM&A in 2018-2019 but have been reclassified to 23 

rate base effective January 1, 2018.  If Toronto Hydro believes the impact is not 24 

material, please explain why that is the case. 25 
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RESPONSE: 1 

a) The annual cost of operating leases were previously recorded to OM&A (based on the 2 

amortization of costs on a straight-line basis over the lease term) and recovered in 3 

rates accordingly. 4 

 5 

As a result of the new accounting standard, lease payments are now recorded as fixed 6 

assets, i.e. right-of-use assets recognized as additions to Property, Plant, and 7 

Equipment (“PP&E”), and depreciated over the same lease term.  This is strictly a 8 

presentation difference on the statement of profit or loss.  Toronto Hydro proposes 9 

that the resulting depreciation be recovered in rates through depreciation.   10 

 11 

b) The accounting change does not have an impact on the total amount of lease 12 

payments Toronto Hydro will recover through rates, over the lease term.  However, 13 

by including the new right of use assets into rate base as permitted under IFRS 16, 14 

Toronto Hydro will earn a rate of return on the amount included in rate base.  Toronto 15 

Hydro notes this is consistent and permitted with the previous treatment for capital 16 

leases for rate making purposes.   17 

 18 

c) Toronto Hydro does not consider that there is a need to establish a variance account 19 

for the transition to IFRS 16.  Toronto Hydro determined the impact to be less than 20 

$0.1 million.   21 
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RESPONSES TO OEB STAFF INTERROGATORIES 1 

 2 

INTERROGATORY 50:  3 

Reference(s): Exhibit 1C, Tab 3, Schedule 4, Appendix A-C 4 

 5 

Preamble:  6 

Toronto Hydro filed its reconciliations between its Reporting and Recordkeeping 7 

Requirement (RRR) filings and audited financial statement for the period 2015-2017. 8 

 9 

a) Please confirm that Toronto Hydro intends to file a similar reconciliation of its 10 

December 31, 2018 results as part of its application update. 11 

 12 

b) Please confirm that Toronto Hydro intends to file its December 31, 2018 audited 13 

financial statements as part of its application update. 14 

 15 

 16 

RESPONSE: 17 

a) Toronto Hydro’s annual RRR submission process concludes at the end of April 2019.  18 

Toronto Hydro will provide this information as soon as is possible. 19 

 20 

b) Confirmed.   21 
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RESPONSES TO ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 11:  4 

Reference(s): Exhibit 1C, Tab 2, Schedule 1, p. 17 5 

 6 

a) Please provide the charter for each the three committees (Audit Committee, 7 

Corporate Governance and Nominating Committee, Human Resources and 8 

Environment Committee). 9 

 10 

b) Please provide the members of each of the three committees.   11 

 12 

 13 

RESPONSE: 14 

a) Please refer to Appendix A of this response.  These are committees of Toronto Hydro 15 

Corporation, and the Audit Committee charter is a publicly available document, 16 

pursuant to securities disclosure requirements.  The remaining document requests are 17 

not publicly available, and Toronto Hydro declines to produce them on the basis of 18 

relevance, as they provide no probative value to the issues before the OEB in this 19 

proceeding. 20 

 21 

b) As noted in Toronto Hydro Corporation’s public disclosure documents, the current 22 

Audit Committee is comprised of Michael Nobrega (Chair), Juliana Lam and Heather 23 

Zordel.  The Corporate Governance and Nominating Committee is comprised of 24 

Tamara Kronis (Chair), Brian Chu, Mary-Ellen Richardson and Paul Ainslie.  The Human 25 

Resources and Environment Committee is comprised of Brian Chu (Chair), Juliana Lam, 26 

Michael Nobrega and Stephen Holyday. 27 



 

TORONTO HYDRO CORPORATION 

Charter – Audit Committee 

 

1. General 

(1) The board of directors (Board) of Toronto Hydro Corporation (Corporation) has 

established the Audit Committee (Committee) to assist the Board and the boards of 

directors of the Corporation’s subsidiary entities in fulfilling their respective corporate 

governance and oversight responsibilities with respect to financial reporting, internal 

financial control structure, financial risk management systems, internal audit and external 

audit functions. 

(2) The composition, responsibilities and authority of the Committee are set out in this Charter. 

(3) This Charter and the by-laws of the Corporation and such other procedures, not inconsistent 

therewith, as the Committee may adopt from time to time shall govern the meetings and 

procedures of the Committee. 

2. Composition 

(1) The Committee shall be composed of at least three persons who are directors of the 

Corporation (Members): 

(a) all  Members must be independent, (as determined by the Board in accordance with 

the meaning of “independence”, as the context requires, given to it in the Canadian 

Securities Administrators’ National Instrument 52-110 Audit Committees, as the 

same may be amended and/or replaced from time to time) ; and 

(b) at least one of whom, including the chair of the Committee (Chair) is financially 

literate (ie, have the ability to read and understand a set of financial statements that 

present a breadth and level of complexity of accounting issues that are generally 

comparable to the breadth and complexity of the accounting issues that can 

reasonably be expected to be raised by the financial statements of the Corporation). 

(2) In addition to the Members, the Committee shall also include at least one director of 

Toronto Hydro-Electric System Limited who is not also a director of the Corporation 

(THESL Members). The THESL Members shall be invited to all the meetings of the 

Committee, shall be entitled to receive all Committee materials and to participate in all 

Committee discussions and deliberations, but shall have no voting rights.  

(3) Members and THESL Members shall be appointed by the Board on the recommendation 

of the Chair of the Board and the Chair of the THESL Board, respectively, and shall serve 

until they resign, cease to be a director of the respective board, as applicable, or are 

removed or replaced by the Board. 

Toronto Hydro-Electric System Limited 
EB-2018-0165 

Interrogatory Responses 
1C-AMPCO-11 

Appendix A 
FILED:  January 21, 2019 

(9 pages) 

 



- 2 - 

 

(4) The Board shall designate one of the Members as Chair. The Committee shall periodically 

review the position description of the Chair and make recommendations to the Board. 

(5) The Executive Vice-President and Chief Financial Officer (Designated Representative) 

shall be appointed from time to time to act as the principal interface between the Committee 

and other senior management of the Corporation and its subsidiary entities.  

(6) The Secretary of the Corporation shall be secretary of the Committee (Secretary). 

(7) The Chair of the Corporation’s Board of Directors shall be an ex-officio Member of the 

Committee with all of the responsibilities and privileges thereof, but shall only count 

towards meeting quorum if he or she is present at the meeting.  

3. Responsibilities 

The Committee shall assist the Board and the boards of directors of the Corporation’s 

subsidiary entities in fulfilling their corporate governance and oversight responsibilities 

with respect to financial reporting, internal financial control structure, financial risk 

management systems, internal audit functions, external audit functions, and the payment 

of dividends by the Corporation and its subsidiary entities. 

The Committee has specifically recognized its responsibilities for overseeing the 

identification of the principal financial and audit risks of the Corporation and its subsidiary 

entities and overseeing the implementation of appropriate systems to manage these risks. 

In particular, the Committee shall have the responsibilities set out below.  

(1) Managing the Relationship between the Corporation and its Subsidiaries and their 

External Auditors 

The Committee shall be responsible for managing the relationship between the Corporation 

and its subsidiary entities and their external auditors, including: 

(a) appointing and replacing the external auditors, subject to the Boards of Directors 

and shareholder approval; 

(b) setting the compensation of the external auditors subject to the approval of the 

board of directors or shareholder, as applicable; 

(c) overseeing the work of the external auditors, including resolving disagreements 

between management and the external auditors with respect to financial reporting; 

(d) pre-approving all audit services and permitted non-audit services to be provided to 

the Corporation and its subsidiary entities by the external auditors in accordance 

with the “Policy on the Provision of Services by the External Auditors”; 

(e) having the external auditors report to the Committee in a timely manner with 

respect to all required matters, including those set out in paragraph 3(2); 
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(f) ensuring the rotation of the audit partner having primary responsibility for the 

external audits of the Corporation and its subsidiary entities, the audit partner 

responsible for reviewing the external audit and the external auditors at such 

intervals as may be required; and 

(g) reviewing and assessing the performance, independence and objectivity of the 

external auditors. 

(2) Overseeing the External Audits  

The Committee shall be responsible for overseeing the external audits of the Corporation 

and its subsidiary entities, including: 

(a) reviewing and approving the engagement letters and the audit plans, including 

financial risk areas identified by the external auditors and management; 

(b) reviewing and assessing the accounting and reporting practices and principles used 

by the Corporation and its subsidiary entities in preparing their financial statements, 

including: 

(1) all significant accounting policies and practices used, including changes 

from preceding years and any proposed changes for future years;  

(2) all significant financial reporting issues, estimates and judgments made; 

(3) all alternative treatments of financial information discussed by the external 

auditors and management, the results of such discussions and the treatments 

preferred by the external auditors; 

(4) any major issues identified by the external auditors with respect to the 

adequacy of internal control systems and procedures and any special audit 

steps adopted in light of material deficiencies and weaknesses; 

(5) the effect of regulatory and accounting initiatives and off-balance sheet 

transactions or structures on the financial statements;  

(6) any errors or omissions in, and any required restatement of, the financial 

statements for preceding years; 

(7) all significant tax issues; 

(8) the reporting of all material contingent liabilities; and 

(9) any material written communications between the external auditors and 

management; 
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(c) reviewing and assessing the results of the external audit and the external auditors’ 

opinion on the financial statements; 

(d) reviewing and discussing with the external auditors and management any 

management or internal control letters issued or proposed to be issued by the 

external auditors; 

(e) reviewing and discussing with the external auditors any problems or difficulties 

encountered by them in the course of their audit work and management’s response 

(including any restrictions on the scope of activities or access to requested 

information and any significant disagreements with management); and 

(f) reviewing and discussing with legal counsel any legal matters that may have a 

material impact on the financial statements, operations, assets or compliance 

policies of the Corporation and its subsidiary entities and any material reports or 

enquiries received by the Corporation and its subsidiary entities from regulators or 

government agencies. 

(3) Overseeing the Internal Audits 

The Committee shall be responsible for overseeing the internal audits of the Corporation 

and its subsidiary entities, including: 

(a) periodically reviewing the Internal Audit Charter and making recommendations to 

the Board; 

(b) reviewing and approving the audit plans, including significant risk exposures 

identified by the internal auditor and management; 

(c) reviewing and discussing with the internal auditor and management the results of 

any internal audits; 

(d) reviewing and discussing with the internal auditors any problems or difficulties 

encountered by them in the course of their audit work and management’s response 

(including any restrictions on the scope of activities or access to requested 

information and any significant disagreements with management); 

(e) appointing and replacing the internal auditor;  

(f) reviewing and assessing the performance of the internal auditor; 

(g) ensuring the Committee is kept informed of emerging trends and successful 

practices in internal auditing; and  

(h) confirming there is effective and efficient coordination of activities between 

internal and external auditors.   
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(4) Reviewing and Recommending to the Respective Boards for Approval the Financial 

Statements, MD&A and Interim Reports of the Corporation and its Subsidiaries 

The Committee shall review and recommend to  each respective board of directors, as 

applicable, for approval, the financial statements, management’s discussion and analysis 

of financial condition and results of operations (MD&A) and interim financial reports of 

the Corporation and its subsidiaries, annual information form (AIF) (other than executive 

compensation) of the Corporation and other public disclosure of financial information 

extracted from the financial statements of the Corporation and its subsidiaries with 

particular focus on: 

(a) the quality and appropriateness of accounting and reporting practices and principles 

and any changes thereto; 

(b) major estimates or judgments, including alternative treatments of financial 

information discussed by management and the external auditors, the results of such 

discussions and the treatment preferred by the external auditors; 

(c) material financial risks; 

(d) material transactions; 

(e) material adjustments; 

(f) compliance with loan agreements; 

(g) material off-balance sheet transactions and structures; 

(h) compliance with accounting standards; 

(i) compliance with legal and regulatory requirements;  

(j) controls; and 

(k) disagreements with management. 

(5) Overseeing Internal Financial Control Structure and Financial Risk Management 

Systems  

The Committee shall be responsible for overseeing the internal financial control structure 

and financial risk management systems of the Corporation and its subsidiary entities, 

including: 

(a) reviewing and discussing with management and the external auditors the quality 

and adequacy of internal control over financial reporting structures of the 

Corporation and its subsidiary entities, including any major deficiencies or 
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weakness and the steps taken by management to rectify these deficiencies or 

weaknesses; 

(b) reviewing and discussing with management, the internal auditor and the external 

auditors the risk assessment and risk management policies of the Corporation and 

its subsidiary entities, the major financial risk exposures of the Corporation and its 

subsidiary entities, and the steps taken by management to monitor and control these 

exposures;  

(c) reviewing and discussing with the Chief Executive Officer and the Chief Financial 

Officer of the Corporation the procedures undertaken by them in connection with 

the certifications required to be given by them in connection with annual and other 

filings required to be made by the Corporation under applicable securities laws; and 

(d) periodically reviewing the Treasury Policy Register and making recommendations 

to the Board in respect of such policy and reviewing performance under this policy 

with Management.  

(6) Establish and Review Certain Procedures and Policies 

The Committee shall establish adequate policies and procedures, or require that adequate 

policies and procedures are established, with respect to the following, and shall annually, 

or on such other schedule as stated herein, assess the adequacy of these procedures: 

(a) the review of the public disclosure of financial information extracted from the 

financial statements of the Corporation; 

(b) the receipt, retention and treatment of complaints received by the Corporation with 

respect to accounting, internal controls or auditing matters;  

(c) the confidential, anonymous submission by employees of the Corporation of 

concerns regarding questionable accounting or auditing matters;  

(d) the approval by the Committee of the hiring policies for any present or former 

partner or employee of the current and former external auditor into a position of 

senior management with the Corporation or its subsidiaries; and 

(e) the periodic review of the Policy on the Provision of Services by the External 

Auditors and Expense Reimbursement Policy, and provision of recommendations 

to the Board in respect of the same.  

(7) Review of Policy Reporting 

(a) The Committee shall be responsible, on a quarterly basis, for reviewing and 

reporting to the Board in respect of the report of Internal Audit with respect to 

incidents regarding questionable accounting or auditing matters investigated under 
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the Code of Business Conduct and Whistleblower Procedure during the previous 

quarter. 

(b) The Committee shall be responsible for reviewing, on a quarterly basis, the report 

of Internal Audit concerning executive and Board expense reimbursements made 

in accordance with the Corporation’s Expense Reimbursement Policy for the 

immediately preceding quarter.   

(8) Review and Recommendations for Dividend Payment 

(a) The Committee shall be responsible for reviewing and making recommendations 

to each respective board of directors, as applicable, with respect to the declaration 

of dividends or distribution of capital by the Corporation or its subsidiary entities. 

4. Authority 

(1) The Committee is authorized to carry out its responsibilities as set out in this Charter and 

to make recommendations to the Board and the boards of directors of the Corporation’s 

subsidiaries arising therefrom. 

(2) The Committee may delegate by written policy to the Chair and the Executive Vice-

President and Chief Financial Officer of the Corporation (CFO) the authority, within 

specified limits, to authorize in advance all engagements of the external auditors to provide 

pre-approved services to the Corporation and its subsidiary entities.  The Chair and the 

CFO shall report all engagements authorized by them to the Committee at its next meeting. 

(3) The Committee shall have direct and unrestricted access to the external and internal 

auditors, officers and employees and information and records of the Corporation and its 

subsidiary entities. 

(4) The Committee is authorized to retain, and to set and pay the compensation of, independent 

legal counsel and other advisors if it considers this appropriate. 

(5) The Committee is authorized to invite officers and employees of the Corporation and its 

subsidiaries and outsiders with relevant experience and expertise to attend or participate in 

its meetings and proceedings if it considers this appropriate. 

(6) The external auditors shall have direct and unrestricted access to the Committee and shall 

report directly to the Committee. 

(7) The Corporation shall pay directly or reimburse the Committee for the expenses incurred 

by the Committee in carrying out its responsibilities, in accordance with the Corporation’s 

Expense Reimbursement Policy. 

5. Meetings and Proceedings 

(1) The Committee shall meet as frequently as required but not less frequently than four times 

each year. 
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(2) Any Member or THESL Member or the Secretary may call a meeting of the Committee. 

The external auditors or the CFO may ask a Member to call a meeting of the Committee. 

The Chair, along with the Designated Representative, is responsible for the agenda of each 

meeting of the Committee, including input from the officers and employees of the 

Corporation and its subsidiary entities, external auditors, other Members and THESL 

Members, and other directors of the Corporation as appropriate. Meetings will include 

presentations by management and others when appropriate and allow sufficient time to 

permit a full and open discussion of agenda items. 

(3) Unless waived by all Members and THESL Members, a notice of each meeting of the 

Committee confirming the date, time, place and agenda of the meeting, together with any 

supporting materials, shall be forwarded, electronically or otherwise, to each Member and 

THESL Member at least three days before the date of the meeting. 

(4) The quorum for each meeting of the Committee is at least 50% of the Members.  In the 

absence of the Chair, the other Members may appoint one of their number as chair of a 

meeting.  The Chair of a meeting shall not have a second or casting vote. 

(5) The Chair or a delegate of the Chair shall report to the Board following each meeting of 

the Committee. 

(6) The Secretary or a delegate of the Secretary shall keep minutes of all meetings of the 

Committee, including all resolutions passed by the Committee.  Minutes of all meetings 

shall be distributed to the Members and THESL Members. The minutes shall be available 

for review by the other directors of the Corporation after approval thereof by the 

Committee. 

(7) An individual who is not a Member may be invited to attend a meeting of the Committee 

for all or part of the meeting.  A standing invitation to all meetings shall be given to the 

President and Chief Executive Officer of the Corporation and the CFO, except where the 

meeting, or part of the meeting, is for Members only or a private session with the internal 

auditor or the external auditors. A standing invitation should be given to the internal auditor 

and the engagement partners of the external auditors for all meetings where financial 

information is reviewed and approved. 

(8) The Committee shall meet regularly alone and in private sessions with the Vice President, 

Audit and Corporate Compliance, the external auditors and management of the Corporation 

to facilitate full communication. 

6. Review 

(1) This Charter shall be reviewed by the Corporate Governance and Nominating Committee 

of the Corporation every three (3) years and any recommended changes shall be referred 

first to the Audit Committee for review and comment and second, after consideration of 

the input from the Audit Committee, to the Board of the Corporation for consideration and 

disposition. 
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(2) In addition to the triennial review, the Audit Committee may at any time review the Charter 

and make recommendations to the Corporate Governance and Nominating Committee for 

their review and recommendations to the Board with respect thereto. 
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Panel:  Rates and CIR Framework 

RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 15:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 6, p. 31 5 

 6 

Preamble:  7 

Under “Regulatory Risk” one of the bullet points states “the OEB will allow recovery for 8 

revenue lost as a consequence of unanticipated effects of CDM”.  9 

 10 

a) What are unanticipated effects of CDM? 11 

 12 

b) Has Toronto Hydro ever incurred unanticipated effects of CDM?  13 

 14 

c) If the answer is yes, please explain when, what were they, and did the OEB allow 15 

recovery? 16 

 17 

 18 

RESPONSE: 19 

a) Toronto Hydro’s load forecast reflects an anticipated effect that CDM will have in a 20 

given period.  On that basis, rates are set by the OEB and charged by Toronto Hydro, 21 

resulted in anticipated revenues.  If there is an unanticipated amount of CDM, it will 22 

have the effect (i.e. the “unanticipated effect”) of reducing load and reducing 23 

revenue.   24 

 25 

As another example, Toronto Hydro’s revenues anticipate that the OEB Lost Revenue 26 

Adjustment Mechanism (“LRAM”) will both account for lost revenue resulting from 27 
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CDM, and be utilized by the OEB to reverse the financial effects of Toronto Hydro’s 1 

lost load.  If either of those do not occur, it would be an unanticipated effect of CDM.  2 

 3 

It would be a mistake to read “unanticipated” as “unexpected”.  In the financial 4 

statements, it has a meaning more similar to “unaccounted for”. 5 

 6 

b) One example of the unanticipated effects of CDM occurring is when there is spill-over 7 

from CDM initiatives carried out by Toronto Hydro, but for which Toronto Hydro does 8 

not get credit, and as a result they are unaccounted for and therefore unanticipated 9 

by revenues.  Where the unanticipated effects of CDM were to become material, 10 

Toronto Hydro would be obligated to publicly report it. 11 

 12 

c) Toronto Hydro has not publicly reported a material concern with respect to the 13 

unanticipated effects of CDM. 14 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 16:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 6, p. 33 5 

 6 

Preamble: 7 

“In addition, as the City, Ontario and the Government of Canada implement policies and 8 

programs to respond to climate change, the pressures on Toronto Hydro’s system will only 9 

increase. Widespread adoption of electric vehicles, fuel switching and changing emissions 10 

standards make electricity the comparatively clean energy choice. This drives the need for 11 

significant capital expenditures for system upgrades so that the grid can handle such 12 

increased load.”  13 

 14 

a) Please explain the risk faced by Toronto Hydro due to widespread adoption of 15 

electric vehicles. 16 

 17 

b) What are potential cost consequences of the adoption of electric vehicles? 18 

 19 

c) Does Toronto Hydro have a 5 year forecast of the costs and revenues of providing 20 

charging services to electric vehicles? If the answer is yes, please provide the 21 

forecast. If the answer is no, please explain why.  22 

 23 

d) Is Toronto Hydro concerned that the revenue requirement of providing charging 24 

services for electric vehicles will exceed the revenues collected from electric 25 

vehicle customers resulting in an annual revenue deficiency that the OEB will not 26 
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allow Toronto hydro to collect from its ratepayers? Please give reasons for your 1 

answer. 2 

 3 

e) Is Toronto Hydro willing to make a commitment that it will not seek OEB approval 4 

for an ICM in a future application to provide charging facilities for electric 5 

vehicles? Please give reasons for your answer. 6 

 7 

 8 

RESPONSE: 9 

a) Please refer to Exhibit 3, Tab 1, Schedule 1, section 3.2 at page 10.   10 

 11 

b) Please refer to Exhibit 2B, Section E7.4.3.1, page 10, line 6-7, and Exhibit 3, Tab 1, 12 

Schedule 1, Section 3.2, page 10.  Please also refer to Toronto Hydro’s responses to 13 

interrogatories 1B-DRC-4 and 1B-DRC-6.   14 

  15 

c) There is no proposal for EV charging in this Application.     16 

  17 

d) Please see the response to part (c). 18 

 19 

e) Please refer to Toronto Hydro’s response to interrogatory 2A-VECC-9 part (b). 20 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 17:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 7, Appendix A, p. 20 5 

 6 

Why is there no mention of Toronto Hydro’s concerns about climate change risk in this 7 

document?  8 

 9 

 10 

RESPONSE: 11 

The prospectus document identifies those risks associated with the debt issue and not 12 

those specific to the company.  Company risks are disclosed in documents incorporated 13 

by reference in the prospectus.  These documents include Toronto Hydro’s Financial 14 

Statements and Management’s Discussion and Analysis (“MD&A”).  Within the MD&A, 15 

under the section titled business interruption risk, Toronto Hydro identifies the risk to 16 

operations stemming from weather related events. 17 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 18:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 8, Appendix B, p. 6 5 

 6 

Why is there no mention of Toronto Hydro’s concerns about climate change in this report 7 

by S&P? Did Toronto Hydro share its concerns about climate change with S&P? 8 

 9 

 10 

RESPONSE: 11 

S&P is an independent third-party rating agency which utilizes its own risk and evaluation 12 

criteria as reflected in the report.  13 

 14 

Yes, Toronto Hydro shared its concerns about climate change with S&P.  15 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 19:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, Original, p. 31 5 

 6 

Preamble: 7 

“We collaborated with Metrolinx on plans to build a battery energy storage system for the 8 

Eglinton Crosstown light rail transit (LRT) line, which will increase reliability of the line, 9 

lower operating costs and reduce emissions. The power system will be capable of 10 

providing backup and emergency power to the LRT line in the event of a widespread 11 

power outage, and will also benefit local residents by providing additional reliability to 12 

customers in the area. The system will have the power capacity of 10 MW – enough to 13 

power the equivalent of approximately 11,000 homes – making it the largest battery 14 

energy storage project we’ve been involved with to date.” 15 

 16 

a) Does Toronto Hydro have a contract with Metrolinx that covers this collaboration 17 

for a battery storage system? If the answer is yes, please file it. If the answer is no 18 

please explain why? 19 

 20 

b) Does Toronto Hydro have a contract with Metrolinx that deals with relocation of 21 

Toronto Hydro’s facilities to accommodate Metrolinx projects? 22 

 23 

c) Does Toronto Hydro consider Metrolinx to be a “road authority” as defined by the 24 

Public Service Works on Highways Act? Please provide reasons for your answer. 25 
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RESPONSE: 1 

a) Yes, please refer to Appendix A of this response.   2 

 3 

b) No.  Toronto Hydro has several contracts with Metrolinx that deal with the relocation 4 

of Toronto Hydro’s facilities to accommodate Metrolinx projects.  For larger projects 5 

such as the Eglinton LRT, Toronto Hydro has entered into contracts directly with the 6 

Metrolinx’s contractor. 7 

 8 

c) Toronto Hydro does not consider Metrolinx to be a “road authority” on the basis of its 9 

assessment that Metrolinx does not meet the definition of a “road authority” under 10 

the Public Service Works on Highways Act.  “Road authority” is defined under the 11 

legislation to mean “the Ministry of Transportation, a municipal corporation, board, 12 

commission, or other body having control of the construction, improvement, 13 

alteration, maintenance and repair of a highway and responsible therefore”.  14 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 20:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, Original, p. 32 5 

 6 

This section is titled “Sustainability Initiatives”.  Please provide Toronto Hydro’s definition 7 

of “sustainability”.  8 

 9 

 10 

RESPONSE: 11 

Toronto Hydro defines “sustainability” as the elimination of waste.  Specifically, through 12 

elimination of the following: 13 

 wasted natural resources, through improved process efficiencies and preventing 14 

damage to the environment;  15 

 wasted energy, through internal initiatives that impact our fleet and buildings as 16 

well as external conservation and demand initiatives with our customers;  17 

 wasted human potential, through discriminatory practices, injuries, and illness;  18 

 wasted time and effort, through improved productivity; 19 

 theft and corruption through ethical decision making; and  20 

 waste caused by non-compliance through education and audits.  21 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 21:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, p. 33 5 

 6 

Preamble:  7 

“Our President and CEO, Anthony Haines, was recognized as a Responsible CEO of the Year 8 

Award by Corporate Responsibility (CR) Magazine, which marked the first time a Canadian 9 

CEO has been given this prestigious award. The award is presented to CEOs who visibly 10 

exceed standards in the areas of employee relations, environmental impact, sustainability, 11 

human rights, philanthropy and corporate responsibility practices” 12 

 13 

a) Please explain how Mr. Haines exceeded standards in each of the following areas: 14 

employee relations,  15 

i) environmental impact,    16 

ii) sustainability,  17 

iii) human rights,  18 

iv) philanthropy 19 

v) corporate responsibility practices.  20 

 21 

b) For each area in (a) please list specific standard that Mr. Haines exceeded? Please 22 

provide details with supporting numerical information. 23 

 24 

c) Considering that the OEB does not allow electricity distributors to recover the 25 

costs of charitable donations from ratepayers, please confirm that Toronto Hydro 26 



Toronto Hydro-Electric System Limited 
EB-2018-0165 

Interrogatory Responses 
1C-EP-21 

FILED:  January 21, 2019 
Page 2 of 2 

 
 

Panel:  General Plant, Operations, and Administration 

has not recovered from ratepayers the cost of philanthropic activities in the past 1 

and is not seeking OEB approval to recover it in this application. 2 

 3 

 4 

RESPONSE: 5 

a) Respectfully, this question is not relevant nor material to the application.  6 

Nevertheless, the criteria for this award is determined by a third party, and Toronto 7 

Hydro does not have insight into how it makes the selections for awards. 8 

 9 

b) Please see the response above. 10 

 11 

c) Toronto Hydro confirms that it is not applying to recover from ratepayers the cost of 12 

philanthropic activities.  As noted in Exhibit 4A, Tab 2, Schedule 19, page 1, Toronto 13 

Hydro’s sole rate recoverable charitable contributions for the 2020-2024 period are its 14 

payments towards the OEB’s Low-Income Energy Assistance Program (“LEAP”).  15 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 22:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, p. 34 5 

 6 

Preamble: 7 

“In order to encourage our employees to transition to electric vehicles (EVs), we installed 8 

four charging stations at our 500 Commissions Street location in 2017, and there are plans 9 

to install charging stations at 71 Rexdale Boulevard and 715 Milner Avenue in 2018. We 10 

also initiated a project to replace small cars in our fleet with fully-electric vehicles.” 11 

 12 

a) Why does Toronto Hydro need to encourage its employees to transition to electric 13 

vehicles? 14 

 15 

b) Is there a business case for this initiative? If there is, please file it. If not, please 16 

explain why. 17 

 18 

 19 

RESPONSE: 20 

a) As a recognized “Sustainable Electricity Company”, Toronto Hydro has undertaken 21 

numerous initiatives that helps reduce carbon emissions.  Encouraging employees to 22 

transition to electric vehicles is one such example.  The promotion of EV vehicles is an 23 

environmentally responsible goal, as it helps reduce indirect GHG emissions by 24 

commuting employees.  25 
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b) A business case was not prepared for this initiative.  To be clear, Toronto Hydro is not 1 

applying to recover the costs of this initiative from ratepayers. 2 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 23:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, Original, p. 34 5 

 6 

Preamble:  7 

“We sponsored Plug’n Drive, a non-profit organization committed to accelerating the 8 

adoption of EVs.  We also powered two charging stations in the test drive zone at the 9 

Plug’n Drive Electric Vehicle Discovery Centre in Toronto, the world’s first experiential 10 

learning facility dedicated to EV education and awareness. 11 

We contributed to advancing the transition to EVs through participation in various 12 

working groups and associations, including the City of Toronto’s EV Working Group and 13 

the Canadian Urban Transit Research & Innovation Consortium.” 14 

 15 

a) Why is Toronto Hydro promoting the use of electric vehicles if it considers 16 

widespread adoption of electric vehicles to be a business risk? 17 

 18 

b) Does Toronto Hydro have a contract with Plug’n Drive? If the answer is yes, please 19 

file the contract. If the answer is no, please explain why.  20 

 21 

c) Please provide more details of Toronto Hydro’s sponsorship of Plug’n Drive 22 

including costs.  23 

 24 

d) Is Toronto Hydro providing free public EV charging stations at any location on its 25 

system? If the answer is yes, please provide details. 26 
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RESPONSE: 1 

a) Toronto Hydro acknowledges the broad public and analyst expectation that electric 2 

vehicles are and will continue to be an increasingly appealing option for consumers. 3 

Given the potential effects of such adoption on the distribution grid and for electricity 4 

customers, participating in activities such as EV associations and pilot projects 5 

provides Toronto Hydro technical and customer insights to better enable itself to 6 

adapt to the potential evolution in transportation electrification. 7 

 8 

b) Yes.  Please see Appendix A to this response. 9 

 10 

c) The Agreement provided in response to part (b), above, contains the sponsorship 11 

details of the arrangement. 12 

 13 

d) No, all of Toronto Hydro’s EV charging stations are pay-for-use. 14 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 24:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, p. 36 5 

 6 

Preamble:  7 

According to the document, energy saved through CDM programs increased from 273.2 8 

GWh in 2016 to 353.0 GWh in 2017, a 29% increase.  9 

 10 

Please provide the average cost of CDM per GWh saved in 2016 and 2017. 11 

 12 

 13 

RESPONSE: 14 

The information requested is not within the scope of this proceeding because the cost of 15 

CDM programs are not included in the application.  16 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 25:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, Financial Report, December 31, 5 

2017, p. 27 6 

 7 

Preamble:  8 

“Among other things, there can be no assurance that: …the OEB will allow recovery for 9 

revenue lost as a consequence of unanticipated effects of CDM.” 10 

 11 

a) What are the unanticipated effects of CDM? 12 

 13 

b) Has the OEB ever denied recovery of such effects? If the answer is yes, please 14 

provide details of each event. 15 

 16 

c) Why is Toronto Hydro promoting CDM if it poses a business risk? 17 

 18 

 19 

RESPONSE: 20 

a) Please refer to Toronto Hydro’s response to interrogatory 1C-EP-15. 21 

 22 

b) In this Application, Toronto Hydro is not proposing funding for unanticipated risks of 23 

CDM. 24 

 25 

c) Toronto Hydro customers have demonstrated their interest in CDM.  From 2015-2017, 26 

customers worked with Toronto Hydro to save 981,950,525 kWh of electricity.  CDM 27 
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provides customers with the ability to exert control over their electricity bills, which 1 

they have acted on now for over a decade.  From 2007 to 2017, Toronto Hydro’s CDM 2 

programs have helped to reduce residential household monthly consumption down 3 

from an average of 732 kWh to 581 kWh.  Because most of the bill is charged on a 4 

volumetric basis, when customers save electricity through CDM, they save money. 5 
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RESPONSES TO ENERGY PROBE RESEARCH FOUNDATION 1 

INTERROGATORIES 2 

 3 

INTERROGATORY 26:  4 

Reference(s): Exhibit 1C, Tab 3, Schedule 10, Financial Report, December 31, 5 

2017, p. 28 6 

 7 

Preamble: 8 

“One of LDC's largest capital initiatives currently in progress is the construction of 9 

Copeland Station, which is also one of the most complex projects ever undertaken by the 10 

Corporation.  Due to unforeseen delays, the expected completion date for the Copeland 11 

Station project has been extended to 2018 and it is currently anticipated that the total 12 

expenditure required to complete the project will increase from $195.0 million to 13 

approximately $200.0 million, plus capitalized borrowing costs as applicable.  There may 14 

be additional unforeseen delays and expenditures prior to the completion of the project. 15 

On January 25, 2017, the Corporation was informed that Carillion Construction Inc., the 16 

general contractor for the Copeland Station Project, filed for creditor protection under the 17 

Companies’ Creditors Arrangement Act after its affiliate, Carillion plc, went into 18 

compulsory liquidation in the United Kingdom.” 19 

 20 

a) What is the current status of the Copeland Station Project? Please provide the 21 

costs to date, the expected date of completion, and the total costs at completion. 22 

 23 

b) What were the “unforeseen delays” that caused the completion date to be 24 

extended? 25 
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c) Have there been any other unforeseen delays since the December 31, 2017 date 1 

of the referenced document? If the answer is yes, please provide details of each 2 

one including its impact on cost and schedule. 3 

 4 

d) Please file a table that compares the original OEB approved cost and schedule for 5 

the Copeland Station Project and the current forecast of cost and schedule. 6 

 7 

e) What was the impact of the bankruptcy of Carillion Construction Inc. on the cost 8 

and schedule of the project? 9 

 10 

f) What was the amount of Carillion’s performance bond? 11 

 12 

g) Is Carillion still the project contractor or has Toronto Hydro engaged another 13 

contractor to do the work? 14 

 15 

h) The bankruptcy of Carillion raises questions about the due diligence performed 16 

Toronto Hydro on potential bidders at the time of contract award. Please describe 17 

the due diligence work of Toronto Hydro on Carillion prior to the award of the 18 

contract to the company. 19 

 20 

 21 

RESPONSE: 22 

a) Toronto Hydro forecasts total costs for this project at completion to be $204 million. 23 

Please refer to Toronto Hydro’s response to interrogatory 2B-Staff-95 part (a). 24 

 25 

b) Please refer to Toronto Hydro’s response to interrogatory 2B-Staff-95 part (b). 26 

 27 
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c) Please refer to Toronto Hydro’s response to interrogatory 2B-Staff-95 part (b). 1 

 2 

d) Please refer to Toronto Hydro’s response to interrogatory 2B-Staff-95 (a). 3 

  4 

e) Carillion Construction Inc. entered into creditor protection under the Companies’ 5 

Creditor Arrangement Act in January 2017, with its parent company having previously 6 

entered into compulsory liquidation in the United Kingdom.  The contractor’s pace of 7 

work was thereafter significantly curtailed, which adversely impacted the project 8 

schedule, requiring Toronto Hydro to mobilize another general contractor to complete 9 

the required work at additional cost and time.  For further discussion of the impact of 10 

Carillion’s insolvency, please refer to Toronto Hydro’s responses to interrogatories 2B-11 

Staff-95 parts (b) and (c). 12 

 13 

f) Carillion Construction Inc. has a performance bond in respect of Copeland TS – Phase 14 

1 in the amount of $28,351,305. 15 

 16 

g) Carillion Construction Inc. is no longer the general contractor on the project and 17 

Toronto Hydro has engaged another general contractor to oversee completion of the 18 

remaining work. 19 

 20 

h) Toronto Hydro executed a competitive contractor selection process for Copeland TS – 21 

Phase 1, requiring that bidders provide a number of documents demonstrating their 22 

financial suitability for the project, including annual reports, financial statements, 23 

credit rating agency reports, and agreements to bond the project from a bonding 24 

company.  Carillion Construction Inc., whose parent company was one of the largest 25 

construction firms in the world at the time, provided these documents and there was 26 

no suggestion of any concern with the company’s creditworthiness. 27 
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RESPONSES TO DISTRIBUTED RESOURCE COALITION INTERROGATORIES 1 

 2 

INTERROGATORY 6:  3 

Reference(s): Exhibit 1C, Tab 3, Schedule 5 4 

 5 

Preamble: 6 

THESL's financial disclosure describes "asset integrity risk" as one of the risks to 7 

maintaining operations. An excerpt follows: 8 

[THESL-Electric System Limited (LDC)] estimates that approximately one-third of 9 

its electricity distribution assets have already exceeded or will reach the end of 10 

their expected useful lives within the next 5-year period. At the same time, 11 

Toronto is a growing city, and LDC must make system upgrades to expand its 12 

capacity to keep pace with urban intensification and electrification. In addition, as 13 

the City, Ontario and the Government of Canada implement policies and programs 14 

to respond to climate change, the pressures on the Corporation’s system will only 15 

increase. Widespread adoption of electric vehicles, fuel switching and changing 16 

emissions standards make electricity the comparatively clean energy choice. This 17 

drives the need for significant capital expenditures for system upgrades so that 18 

the grid can handle such increased load. LDC's ability to continue to provide a safe 19 

work environment for its employees and a reliable and safe distribution service to 20 

its customers and the general public will depend on, among other things, the 21 

ability of the Corporation to fund additional infrastructure, and the OEB allowing 22 

recovery of costs in respect of LDC's maintenance program and capital 23 

expenditure requirements for distribution plant refurbishment and replacement. 24 

 25 

a) Please provide any and all data and studies related to EVs and EV-related load 26 

relied upon in the above-quoted disclosure. Specifically, please provide the 27 
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quantitative assessment of what "widespread adoption of electric vehicles" means 1 

in terms of number of vehicles and kilowatt-hours increase in load. 2 

 3 

b) What capital expenditures has THESL identified to address the system upgrades so 4 

that the electricity grid can handle the increased load referenced above? 5 

 6 

c) How, in THESL's assessment, may EV charging, batteries, and infrastructure assist 7 

and/or mitigate "asset integrity risk" and otherwise affect the nature and timing of 8 

both capital and operations and maintenance expenditures? 9 

 10 

 11 

RESPONSE: 12 

a) Toronto Hydro’s approach to incorporating EV-related load into its load forecast is set 13 

out at Exhibit 3, Tab 1, Schedule 1, Section 3.2, at page 10.      14 

 15 

b) In the normal course, Toronto Hydro considers the load profile served by its 16 

infrastructure, including forecasted changes in load, when developing capital plans 17 

and designing corresponding infrastructure.  Accordingly, capital expenditures 18 

throughout the Distribution System Plan (“DSP”) will be right-sized having regard to 19 

EV loading considerations.  Please see, for example: 20 

 Exhibit 2B, Section D3.3, which addresses Asset Utilization Policies and 21 

Practices.   22 

 Exhibit 2B, Section 7.4, the Stations Expansion Program, which describes 23 

capital expenditures required to ensure Toronto Hydro’s distribution system 24 

can handle increased load such as that related to electrification.  25 

 Exhibit 2B, Section E8.1, the Control Operations Reinforcement Program, 26 

which is necessary in part to address “more complex operations and greater 27 



Toronto Hydro-Electric System Limited 
EB-2018-0165 

Interrogatory Responses 
1C-DRC-6 

FILED:  January 21, 2019 
Page 3 of 3 

 
 

Panel:  Distribution System Capital and Maintenance 

responsibility for reliability,” including on account of “industry trends such as 1 

distributed energy resources, smart grids, and electric vehicles… necessitating 2 

more active involvement in forecasting intermittent generation, energy 3 

scheduling or dispatching generation to manage outages.” 4 

 5 

c) The evidence at Exhibit 2B, Section E7.2 outlines the ways in which Toronto Hydro 6 

proposes to deploy Energy Storage System (ESS) technology over the plan to help 7 

address the asset integrity risk identified above.  The evidence talks about making 8 

targeted ESS investments to enable the connection of renewable energy generation 9 

(REG), and installing ESS on feeders that are experiencing reliability issues such as 10 

momentary outages, voltage sags and sustained interruptions.  These are both 11 

examples of how the ESS technology is being used as an alternative to traditional 12 

wires investments, where it is feasible and cost-effective to do so.  13 

 14 

The Stations Expansion Program, in particular the Local Demand Response segment 15 

(Exhibit 2B, Section E7.4.3), also relies on ESS technology to defer capacity-related 16 

upgrades.  The investments involve installing battery storage, and offering demand 17 

response incentives, to reduce peak demand by 10 MW, allowing the utility to defer 18 

an estimated $135 million of expansion investments at Cecil TS and Basin TS.  19 

 20 

With respect to EVs, Toronto Hydro continues to monitor the technology and the 21 

effect of EVs on the safety and reliability of the distribution system.  Toronto Hydro’s 22 

plans in this Application do not include deploying EV technology in the operation and 23 

management of the distribution system.   24 
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