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August 15, 2008
Delivered by Courier and E-Filing

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Y onge Street, 27" Floor
Toronto, Ontario

M4P 1E4

Dear Ms. Walli:

Re: EB-2008-0247
Welland Hydro-Electric System Corp.

Borden Ladner Gervais LLP

Lawyers * Patent & Trade-mark Agents
Scotia Plaza, 40 King Street West
Toronto, Ontario, Canada M5H 3Y4

tel.: (416) 367-6000 fax: (416) 367-6749
www.blgcanada.com

JAMES C. SIDLOFSKY

direct tel.: 416-367-6277

direct fax: 416-361-2751

e-mail: jsidlofsky@blgcanada.com

Vancouver

Application to the Ontario Energy Board for Electricity Distribution

Rates and Char ges effective May 1, 2009

We are counsel to Welland Hydro-Electric System Corp. (“Welland Hydro”) in the
above-captioned matter. Please find accompanying this letter two copies of Welland

Toronto

Hydro's Application for its Electricity Distribution Rates and Charges effective May 1,

2009, together with an electronic version of same.

We ask that copies of al correspondence and orders pertaining to this proceeding be

delivered to the following:

Wayne Armstrong
Director of Finance

Welland Hydro-Electric System Corp.

950 East Main Street
P. O. Box 280
Welland, Ontario L3B 5P6

Tel:  1-905-732-1381 Ext. 234
Fax: 1-905-732-0123

E-mail: warmstrong@wellandhydro.com

and to:

Montréal Ottawa

Calgary
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James C. Sidlofsky

Partner

Borden Ladner Gervais LLP
Scotia Plaza, 40 King Street West
Toronto, ON M5H 3Y4

Tel:  416-367-6277
Fax: 416-361-2751

E-mail: jsidlof sky@blgcanada.com

Should you have any questions or require further information, please do not hesitate to
contact me.

Yoursvery truly,
BORDEN LADNER GERVAISLLP
Original signed by James C. Sdlofsky

James C. Sidlofsky
JCS/dp

Copiesto: Wayne Armstrong, Welland Hydro
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IN THE MATTER OF the Ontario Energy
Board Act, 1998, S. O. 1998 c.15, Schedule B,
as amended,

AND IN THE MATTER OF an Application
by Welland Hydro-Electric System Corp. for an
Order or Orders approving and fixing just and
reasonabl e rates effective May 1, 2009.

EB-2008-0247
Application to the Ontario Energy Board
by Welland Hydro-Electric System Corp.
for 2009 Electricity Distribution Rates
Filed: August 15, 2008

Wayne Armstrong James C. Sidlofsky
Director of Finance Counsel to the Applicant
Welland Hydro-Electric System Corp. Borden Ladner Gervais
950 East Main Street 40 King Street West
P.O. Box 280 Suite 4100, Scotia Plaza
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Tel: (905) 732-1381 Ext. 234 Tel: (416) 367-6277
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IN THE MATTER OF the Ontario Energy Board Act, 1998,
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1998, c.15;

AND IN THE MATTER OF an Application by Welland
Hydro-Electric System Corp. to the Ontario Energy Board for an
Order or Orders approving or fixing just and reasonable rates
and other service charges for the distribution of electricity as of

May 1, 2009.
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An application by Welland Hydro-Electric System Corp.
for an Order or Orders approving or fixing just and
reasonabl e distribution rates and other charges, effective

May 1, 20009.

Welland Hydro-Electric System Corp.
PO Box 280

950 East Main St

Welland, Ontario
L3B 5P6

Attention: Mr. Ross Peever, CEO

Telephone:  905-732-1381

Fax: 905-732-0266

E-mail: rpeever @wellandhydro.com
Borden Ladner GervaisLLP

Suite 4100

40 King Street West

Toronto ON

M5H 3Y4

James C. Sidlofsky

Telephone:  (416) 367-6277

Fax: (416) 361-2751

E-mail jsidlofsky@blgcanada.com
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APPLICATION

Introduction

(@

(b)

(©)

The Applicant is Welland Hydro-Electric System Corp. (referred to in this
Application as the “Applicant” or “Welland Hydro”). The Applicant is a
corporation incorporated pursuant to the Ontario Business Corporations Act with
its head office in the City of Welland. The Applicant carries on the business of
distributing electricity within the City of Welland.

The Applicant hereby applies to the Ontario Energy Board (the “OEB”) pursuant
to Section 78 of the Ontario Energy Board Act, 1998 (the “OEB Act”) for
approva of its proposed distribution rates and other charges, effective May 1,
2009. A list of requested approvalsis set out in Exhibit 1, Tab 1, and Schedule 5.

Except where specifically identified in the Application, the Applicant followed
Chapter 2 of the OEB’s Filing Requirements for Transmission and Distribution
Applications dated November 14, 2006 (the “Filing Requirements’) in order to
prepare this application.

Proposed Distribution Rates and Other Charges

(@

The Schedule of Rates and Charges proposed in this Application is identified in
Appendix A attached to this application and Exhibit 9, Tab 1, and Schedule 6,
and the material being filed in support of this Application sets out Welland
Hydro’ s approach to its distribution rates and charges.

Proposed Effective Date of Rate Order

(@

(b)

The Applicant requests that the OEB make its Rate Order effective May 1, 2009

in accordance with the Filing Requirements.

In the event that the OEB is unable to provide a Decision and Order in this

Application for implementation by the Applicant as of May 1, 2009, the Applicant
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reguests that the OEB issue an interim Order approving the proposed distribution

rates and other charges effective May 1, 2009, which may be subject to
adjustment based on its final Decision and Order.

4. The Proposed Distribution Rates and Other Charges are Just and Reasonable

(@

The Applicant submits the proposed distribution rates contained in this

Application are just and reasonable on the following grounds:

(i)

(ii)

(iii)

(iv)

v)

the proposed rates for the distribution of electricity have been prepared in
accordance with the Filing Requirements and reflect traditiona rate

making and cost of service principles,

the proposed adjusted rates are necessary to meet the Applicant’s Market
Based Rate of Return (“MBRR”) and Payments in Lieu of Taxes (“PILS’)

reguirements,

there are no impacts to any of the customer classes or consumption level
subgroups that are so significant as to warrant the deferral of any
adjustments being requested by the Applicant or the implementation of

any other mitigation measures;

the other service charges proposed by the Applicant are the same as those

previously approved by the OEB; and

such other grounds as may be set out in the material accompanying this

Application Summary.
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5. Relief Sought

@ The Applicant applies for an Order or Orders approving the proposed distribution
rates and other charges set out in Exhibit 1, Tab 1, and Schedule 2, Appendix A to
this Application as just and reasonable rates and charges pursuant to Section 78 of
the OEB Act, to be effective May 1, 2009, or as soon as possible thereafter; and

(b) In the event that the OEB is unable to provide a Decision and Order in this
Application for implementation by the Applicant as of May 1, 2009, the Applicant
reguests that the OEB issue an interim Order approving the proposed distribution
rates and other charges, effective May 1, 2009, which may be subject to
adjustment based on its final Decision and Order.

6. Form of Hearing Requested

@ The Applicant requests that this Application be disposed of by way of a written

hearing.

DATED at Toronto, Ontario, this 15th day of August, 2008.

All of which isrespectfully submitted,
BORDEN LADNER GERVAISLLP
Original Sgned by James C. Sdlofsky

James C. Sidlofsky
Counsel to Welland Hydro-Electric System Corp.
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SCHEDUL E OF PROPOSED RATESAND CHARGES

MONTHLY RATESAND CHARGES

Residential

Service Charge

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

General Service Less Than 50 kW

Service Charge

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

General Service 50t0 4,999 kW

Service Charge

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Retail Transmission Rate — Network Service Rate-Interval Metered

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

LargeUse

Service Charge

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Unmeter ed Scattered L oad

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

$ 14.09
$/kwh  0.0139
$/kwh  0.0006
$kwh  0.0056
$/kwh  0.0047
$/kwh  0.0052
$kwh  0.0010
$ 0.25

$ 26.50
$kwh  0.0092
$/kwh  0.0003
$/kwh  0.0049
$kwh  0.0043
$/kwh  0.0052
$/kwh  0.0010
$ 0.25

$ 327.61
$KkW 1.7064
$KkW 0.0357
$kw 1.7011
$KkW 1.4490
$KkW 1.6874
$kw 1.7356
$/kwh  0.0052
$/kwh  0.0010
$ 0.25

$ 12,512.31
$KkW .8442
$kw 0.0359
$KkW 1.2364
$KkW 1.9274
$kwh  0.0052
$/kwh  0.0010
$ 0.25

$ 12.91
$kwh  0.0089
$/kwh  0.0004
$/kwh  0.0049
$kwh  0.0043
$/kwh  0.0052
$/kwh  0.0010
$ 0.25



Street Lighting

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Sentinel

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Specific Service Charges

Customer Administration
Arrears certificate
Statement of Account
Request for other billing information
Easement Letter
Account History
Returned cheque charge (plus bank charges)
Legal letter charge

Account set up charge/change of occupancy charge (plus credit agency costs if applicable)

Special meter reads

Meter dispute charge plus M easurement Canada fees (if meter found correct)

Non-Payment of Account
Late Payment - per month
Late Payment - per annum
Disconnect/Reconnect at Meter — during regular hours
Install/Remove load control device — during regular hours
Disconnect/Reconnect at Meter — after regular hours

Specific Charge for Access to the Power Poles— per pole/year

Allowances

Transformer Allowance for Ownership - per kW of hilling demand/month
Primary Metering Allowance for transformer losses — applied to measured demand and energy

Welland Hydr o-Electric System Corp.

$kw
$kw
$KkW
$kw
$/kwh
$/kwh

$kw
$kw
$KkW
$kw
$/kwh
$/kwh

LR R R R R

©“ mmmo\oc\o

$kw
%
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1.37

5.8294
0.0354
1.5809
1.3466
0.0052
0.0010
0.25

197

4.5024
0.0365
1.5844
1.3496
0.0052
0.0010
0.25

15.00
15.00
15.00
15.00
15.00
15.00
15.00
30.00
30.00
30.00

1.50
19.56
65.00
65.00

185.00

22.35

(0.60)
(1.00)
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Retail Service Charges (if applicable)

Retail Service Chargesrefer to services provided by a distributor to retailersor customersrelated
Tothesupply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer $ 20.00
Monthly Variable Charge, per customer, per retailer $lcust 0.50
Distributor-consolidated billing charge, per customer, per retailer $lcust 0.30
Retailer-consolidated billing credit, per customer, per retailer $/cust (0.30)
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party $ 0.25

Processing fee, per request, applied to the requesting party $ 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice ayear $ no charge
More than twice a year, per request (plusincremental delivery costs) $ 2.00
L oss Factor
Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0532
Total Loss Factor — Secondary Metered Customer > 5,000 kW 1.0145
Total Loss Factor — Primary Metered Customer < 5,000 kW 1.0427

Total Loss Factor — Primary Metered Customer > 5,000 kW 1.0045
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1 DISTRIBUTOR LICENCE:

2 A copy of Welland Hydro's Electricity Distribution Licence ED-2003-0002, issued on October
3 10, 2003 accompanies this Schedule as Appendix B hereto.
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COPY OF WELLAND HYDRO-ELECTRIC SYSTEM CORP.

DISTRIBUTION LICENCE
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Ontario

Electricity Distribution Licence

ED-2003-0002

Welland Hydro-Electric System Corp.

Valid Until
October 9, 2023

Mark C. Garner
Secretary
Ontario Energy Board

Date of Issuance: October 10, 2003

Ontario Energy Board Commission de I'Energie de I'Ontario
P.O. Box 2319 C.P. 2319

2300 Yonge Street 2300, rue Yonge

26th. Floor 26e étage

Toronto, ON M4P 1E4 Toronto ON M4P 1E4
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1

Welland Hydro-Electric System Corp.
Electricity Distribution Licence ED-2003-0002

Definitions

In this Licence:

3
“Accounting Procedures Handbook means the handbook, approved by the Board which

specifies the accounting records, accounting principles and accounting separation stand-
ards to be followed by the Licensee;

“Act” means théOntario Energy Board Act, 1998%.0. 1998, c. 15, Schedule B;

5
“Affiliate Relationships Code for Electricity Distributors and Transmitters” means

the code, approved by the Board which, among other things, establishes the standards and
conditions for the interaction between electricity distributors or transmitters and their
respective affiliated companies;

6
“distribution services’'means services related to the distribution of electricity and the serv-
ices the Board has required distributors to carry out, including the sales of electricity to con-
sumers under section 29 of the Act, for which a charge or rate has been established in the
Rate Order;

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

“Electricity Act” means theElectricity Act, 1998S.0. 1998, c. 15, Schedule A;

“Licenseé€ means: Welland Hydro-Electric System Corp.;

10
“Market Rules” means the rules made under section 32 of the Electricity Act;

11
“Performance Standard$ means the performance targets for the distribution and connec-

tion activities of the Licensee as established by the Board in accordance with section 83 of
the Act;

12
“Rate Order” means an Order or Orders of the Board establishing rates the Licensee is per-

mitted to charge;

13
“regulation” means a regulation made under the Act or the Electricity Act;

DoclID: OEB: 12NHK-2
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2.1

3.1

Welland Hydro-Electric System Corp.
Electricity Distribution Licence ED-2003-0002

14
“Retail Settlement Codé means the code approved by the Board which, among other

things, establishes a distributor’s obligations and responsibilities associated with financial
settlement among retailers and consumers and provides for tracking and facilitating con-
sumer transfers among competitive retailers;

15
“service ared with respect to a distributor, means the area in which the distributor is

authorized by its licence to distribute electricity;

16
“Standard Supply Service Codémeans the code approved by the Board which, among

other things, establishes the minimum conditions that a distributor must meet in carrying
out its obligations to sell electricity under section 29 of the Electricity Act;

17
“wholesalel means a person that purchases electricity or ancillary services in the IMO-

administered markets or directly from a generator or, a person who sells electricity or ancil-
lary services through the IMO-administered markets or directly to another person other
than a consumer.

18
Interpretation

19
In this Licence words and phrases shall have the meaning ascribed to them in the Act or the Elec-
tricity Act. Words or phrases importing the singular shall include the plural and vice versa. Head-
ings are for convenience only and shall not affect the interpretation of the licence. Any reference to
adocument or a provision of adocument includes an amendment or supplement to, or areplacement
of, that document or that provision of that document. In the computation of time under this licence
where there is a reference to a number of days between two events, they shall be counted by exclud-
ing the day on which the first event happens and including the day on which the second event hap-
pens and where the time for doing an act expires on a holiday, the act may be done on the next day.

20
Authorization

21
The Licensee is authorized, under Part V of the Act and subject to the terms and conditions set out
in this Licence:

22

a) to own and operate a distribution system in the service area described in Schedule 1 of this
Licence;
23
b) to retail electricity for the purposes of fulfilling its obligation under section 29 of the Elec-

tricity Act in the manner specified in Schedule 2 of this Licence; and

24
C) to act as a wholesaler for the purposes of fulfilling its obligations under the Retail Settle-

ment Code or under section 29 of the Electricity Act.

DoclID: OEB: 12NHK-2



4.1

4.2

5.1

5.2

6.1

7.1

Welland Hydro-Electric System Corp.
Electricity Distribution Licence ED-2003-0002

25
Obligation to Comply with Legislation, Regulations and Market Rules

26
The Licensee shall comply with all applicable provisions of the Act and the Electricity Act and reg-

ulations under these Acts except where the Licensee has been exempted from such compliance by
regulation.

27
The Licensee shall comply with all applicable Market Rules.

28
Obligation to Comply with Codes

29
The Licensee shall at all times comply with the following Codes (collectively the “Codes”)

approved by the Board, except where the Licensee has been specifically exempted from such com-
pliance by the Board. Any exemptions granted to the licensee are set out in Schedule 3 of this
Licence. The following Codes apply to this Licence:

30
a) the Affiliate Relationships Code for Electricity Distributors and Transmitters;

31
b) the Distribution System Code;

32
C) the Retail Settlement Code; and

33
d) the Standard Supply Service Code.

34
The Licensee shall:

35
a) make a copy of the Codes available for inspection by members of the public at its head
office and regional offices during normal business hours; and

36
b) provide a copy of the Codes to any person who requests it. The Licensee may impose a fair

and reasonable charge for the cost of providing copies.

37
Obligation to Provide Non-discriminatory Access

38
The Licensee shall, upon the request of a consumer, generator or retailer, provide such consumer,
generator or retailer with access to the Licensee’s distribution system and shall convey electricity
on behalf of such consumer, generator or retailer in accordance with the terms of this Licence.

39
Obligation to Connect

40
The Licensee shall connect a building to its distribution system if:
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a1

a) the building lies along any of the lines of the distributor’s distribution system; and
42
b) the owner, occupant or other person in charge of the building requests the connection in
writing.

43
The Licensee shall make an offer to connect a building to its distribution system if:

44

a) the building is within the Licensee’s service area as described in Schedule 1; and
45
b) the owner, occupant or other person in charge of the building requests the connection in
writing.

46
The terms of such connection or offer to connect shall be fair and reasonable and made in accord-

ance with the Distribution System Code, and the Licensee’s Rate Order as approved by the Board.

47
The Licensee shall not refuse to connect or refuse to make an offer to connect unless it is permitted
to do so by théActor a regulation or any Codes to which the Licensee is obligated to comply with

as a condition of this Licence.

48
Obligation to Sell Electricity

49
The Licensee shall fulfill its obligation under section 29 of the Electricity Act to sell electricity in

accordance with the requirements established in the Standard Supply Service Code, the Retail Set-
tlement Code and the Licensee’s Rate Order as approved by the Board.

50
Obligation to Maintain System Integrity

51
The Licensee shall maintain its distribution system in accordance with the standards established in
the Distribution System Code and Market Rules, and have regard to any other recognized industry
operating or planning standards adopted by the Board.

52
Market Power Mitigation Rebates

53
The Licensee shall comply with the pass through of Ontario Power Generation rebate conditions set

out in Appendix A of this Licence.
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54
Distribution Rates

55
The Licensee shall not charge for connection to the distribution system, the distribution of electric-

ity or the retailing of electricity to meet its obligation under section 29 of the Electricity Act except
in accordance with a Rate Order of the Board.

56
Separation of Business Activities

57
The Licensee shall keep financial records associated with distributing electricity separate from its

financial records associated with transmitting electricity or other activities in accordance with the
Accounting Procedures Handbook and as otherwise required by the Board.

58
Expansion of Distribution System

59
The Licensee shall not construct, expand or reinforce an electricity distribution system or make an

interconnection except in accordance with the Act and Regulations, the Distribution System Code
and applicable provisions of the Market Rules.

60
In order to ensure and maintain system integrity or reliable and adequate capacity and supply of

electricity, the Board may order the Licensee to expand or reinforce its distribution system in
accordance with Market Rules and the Distribution System Code, or in such a manner as the Board
may determine.

61
Provision of Information to the Board

62
The Licensee shall maintain records of and provide, in the manner and form determined by the
Board, such information as the Board may require from time to time.

63
Without limiting the generality of condition 14.1 the Licensee shall notify the Board of any material
change in circumstances that adversely affects or is likely to adversely affect the business, opera-
tions or assets of the Licensee as soon as practicable, but in any event no more than twenty (20)
days past the date upon which such change occurs.

64
Restrictions on Provision of Information

65
The Licensee shall not use information regarding a consumer, retailer, wholesaler or generator

obtained for one purpose for any other purpose without the written consent of the consumer,
retailer, wholesaler or generator.

66
The Licensee shall not disclose information regarding a consumer, retailer, wholesaler or generator

to any other party without the written consent of the consumer, retailer, wholesaler or generator,
except where such information is required to be disclosed:
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67

a) to comply with any legislative or regulatory requirements, including the conditions of this
Licence;
- . 68
b) for billing, settlement or market operations purposes;
69
C) for law enforcement purposes; or
70
d) to a debt collection agency for the processing of past due accounts of the consumer, retailer,

wholesaler or generator.

71
The Licensee may disclose information regarding consumers, retailers, wholesalers or generators

where the information has been sufficiently aggregated such that their particular information cannot
reasonably be identified.

72
The Licensee shall inform consumers, retailers, wholesalers and generators of the conditions under
which their information may be released to a third party without their consent.

73
If the Licensee discloses information under this section, the Licensee shall ensure that the informa-
tion provided will not be used for any other purpose except the purpose for which it was disclosed.

74
Customer Complaint and Dispute Resolution

75
The Licensee shall:

76
a) have a process for resolving disputes with customers that deals with disputes in a fair, rea-

sonable and timely manner;

77
b) publish information which will make its customers aware of and help them to use its dispute

resolution process;

78
C) make a copy of the dispute resolution process available for inspection by members of the

public at each of the Licensee’s premises during normal business hours;

79

d) give or send free of charge a copy of the process to any person who reasonably requests it;
and
80
e) subscribe to and refer unresolved complaints to an independent third party complaints res-

olution service provider selected by the Board. This condition will become effective on a
date to be determined by the Board. The Board will provide reasonable notice to the Licen-
see of the date this condition becomes effective.
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81
Term of Licence

82
This Licence shall take effect on October 10, 2003 and expire on October 9, 2023. The term of this
Licence may be extended by the Board.

83
Fees and Assessments

84
The Licensee shall pay all fees charged and amounts assessed by the Board.

85
Communication

86
The Licensee shall designate a person that will act as a primary contact with the Board on matters

related to this Licence. The Licensee shall notify the Board promptly should the contact details
change.

87
All official communication relating to this Licence shall be in writing.

88
All written communication is to be regarded as having been given by the sender and received by
the addressee:

89

a) when delivered in person to the addressee by hand, by registered mail or by courier;
90
b) ten (10) business days after the date of posting if the communication is sent by regular mail;
and
91
C) when received by facsimile transmission by the addressee, according to the sender’s trans-

mission report.

92
Copies of the Licence

93
The Licensee shall:

94
a) make a copy of this Licence available for inspection by members of the public at its head

office and regional offices during normal business hours; and

95
b) provide a copy of the Licence to any person who requests it. The Licensee may impose a

fair and reasonable charge for the cost of providing copies.
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96

SCHEDULE 1 DEFINITION OF DISTRIBUTION SERVICE AREA

97
This Schedule specifies the area in which the Licensee is authorized to distribute and sell electricity
in accordance with condition 8.1 of this Licence.

98

1. The City of Welland as of January 1, 1991.
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100

SCHEDULE 2 PROVISION OF STANDARD SUPPLY SERVICE

101
This Schedule specifies the manner in which the Licensee is authorized to retail electricity for the

purposes of fulfilling its obligation under section 29 of the Electricity Act.

102
The Licensee is authorized to retail electricity directly to consumers within its service area

in accordance with condition 8.1 of this Licence, any applicable exemptions to this
Licence, and at the rates set out in the Rate Orders.
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103

SCHEDULE 3 LIST OF CODE EXEMPTIONS

104
This Schedule specifies any specific Code requirements from which the Licensee has been

exempted.

105
The Licensee is exempt from the requirements of section 2.5.3 of the Standard Supply

Service Code with respect to the price for small volume/residential consumers, subject to
the Licensee offering an equal billing plan as described in its application for exemption
from Fixed Reference Price, and meeting all other undertakings and material representa-
tions contained in the application and the materials filed in connection with it.
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106

APPENDIX A MARKET POWER MITIGATION REBATES

1

107
Definitions and Interpretation

. . 108
In this Licence,

109
“embedded distributor” means a distributor who is not a market participant and to whom a

host distributor distributes electricity;

110
“embedded generator” means a generator who is not a market participant and whose gen-

eration facility is connected to a distribution system of a distributor, but does not include a
generator who consumes more electricity than it generates;

111
“host distributor” means a distributor who is a market participant and who distributes elec-

tricity to another distributor who is not a market participant.

112
In this Licence, a reference to the payment of a rebate amount by the IMO includes interim pay-

ments made by the IMO.

113
Information Given to IMO

114
Prior to the payment of a rebate amount by the IMO to a distributor, the distributor shall provide

the IMO, in the form specified by the IMO and before the expiry of the period specified by the IMO,
with information in respect of the volumes of electricity withdrawn by the distributor from the
IMO-controlled grid during the rebate period and distributed by the distributor in the distributor’s
service area to:

115
i consumers served by a retailer where a service transaction request as defined in the Retail

Settlement Code has been implemented; and

116
ii consumers other than consumers referred to in clause (i) who are not receiving the fixed

price under sections 79.4 and 79.5 of@mgario Energy Board Act, 1998

117
Prior to the payment of a rebate amount by the IMO to a distributor which relates to electricity con-

sumed in the service area of an embedded distributor, the embedded distributor shall provide the
host distributor, in the form specified by the IMO and before the expiry of the period specified in
the Retail Settlement Code, with the volumes of electricity distributed during the rebate period by
the embedded distributor’s host distributor to the embedded distributor net of any electricity dis-
tributed to the embedded distributor which is attributable to embedded generation and distributed
by the embedded distributor in the embedded distributor’'s service area to:
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118
i consumers served by a retailer where a service transaction request as defined in the Retail

Settlement Code has been implemented; and

119
ii consumers other than consumers referred to in clause (i) who are not receiving the fixed

price under sections 79.4 and 79.5 of@mario Energy Board Act, 1998

120
c Prior to the payment of a rebate amount by the IMO to a distributor which relates to electricity con-

sumed in the service area of an embedded distributor, the host distributor shall provide the IMO, in
the form specified by the IMO and before the expiry of the period specified by the IMO, with the
information provided to the host distributor by the embedded distributor in accordance with section
2.

121
The IMO may issue instructions or directions providing for any information to be given under this

section. The IMO shall rely on the information provided to it by distributors and there shall be no
opportunity to correct any such information or provide any additional information and all amounts
paid shall be final and binding and not subject to any adjustment.

122
For the purposes of attributing electricity distributed to an embedded distributor to embedded gen-

eration, the volume of electricity distributed by a host distributor to an embedded distributor shall
be deemed to consist of electricity withdrawn from the IMO-controlled grid or supplied to the host
distributor by an embedded generator in the same proportion as the total volume of electricity with-
drawn from the IMO-controlled grid by the distributor in the rebate period bears to the total volume
of electricity supplied to the distributor by embedded generators during the rebate period.

123

3 Pass Through of Rebate

124
A distributor shall promptly pass through, with the next regular bill or settlement statement after the

rebate amount is received, any rebate received from the IMO, together with interest at the Prime
Rate, calculated and accrued daily, on such amount from the date of receipt, to:

125
a retailers who serve one or more consumers in the distributor’s service area where a service

transaction request as defined in the Retail Settlement Code has been implemented,;

126
b consumers who are not receiving the fixed price under sections 79.4 and 79.BDot#hie

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

127
c embedded distributors to whom the distributor distributes electricity.

128
The amounts paid out to the recipients listed above shall be based on energy consumed and calcu-

lated in accordance with the rules set out in the Retail Settlement Code. These payments may be
made by way of set off at the option of the distributor.
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129
If requested in writing by OPGl, the distributor shall ensure that all rebates are identified as coming

from OPGI in the following form on or with each applicable bill or settlement statement:

130

“ONTARIO POWER GENERATION INC. rebate”

131
Any rebate amount which cannot be distributed as provided above or which is returned by a retailer

to the distributor in accordance with its licence shall be promptly returned to the host distributor or
IMO as applicable, together with interest at the Prime Rate, calculated and accrued daily, on such
amount from the date of receipt.

132
Nothing shall preclude an agreement whereby a consumer assigns the benefit of a rebate payment

to a retailer or another party.

133
Pending pass-through or return to the IMO of any rebate received, the distributor shall hold the

funds received in trust for the beneficiaries thereof in a segregated account.
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CONTACT INFORMATION:

WELLAND HYDRO-ELECTRIC SYSTEM CORPORATION
P.O. Box 280

950 East Main Street

Welland, ON

L3B 5P6

CHIEF EXECUTIVE OFFICER:

Mr. Ross Peever

Telephone: 905-732-1381 (Ext. 232)
Facsimile: 905-732-0123

E-mail: rpeever @wellandhydro.com

DIRECTOR OF FINANCE:

Mr. Wayne Armstrong

Telephone: 905-732-1381 (Ext. 234)
Facsimile: 905-732-0123

E-mail:  warmstrong@wellandhydro.com

APPLICANT’'S COUNSEL:
Suite 4100

40 King Street West

Toronto ON
M5H 3Y4

James C. Sidlofsky
Telephone:
Facsimile:
E-mail:
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Borden Ladner Gervais LLP

416 367-6277
416 361-2751
jsidlofsky@blgcanada.com



N

[ 2NN & 2 BN SN OV

10
11

12

13
14
15
16
17
18

19
20
21

22
23
24

25

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 1

Tab1

Schedule 5

Page 1 of 2

Filed: August 15, 2008

SPECIFIC APPROVALSREQUESTED:

In this proceeding, Welland Hydro is requesting the following approvals:

>

Approva to charge rates effective May 1, 2009 to recover a revenue requirement of
$9,357,747 as set out in Exhibit 1, Tab 2, Schedule 4 and Exhibit 7, Tab 1, Schedule 1.
The schedule of proposed ratesis set out in Exhibit 1, Tab 1, Schedule 2 Appendix A and
Exhibit 9 Tab 1 Schedule 6;

Approval of the Applicant’'s proposed change in capita structure, decreasing the
Applicant’s deemed common equity component from 46.7% to 43.3% and increasing the
deemed debt component from 53.3% to 56.7%, as set out in Exhibit 6, Tab 1, Schedule 2,
consistent with Report of the Board on Cost of Capita and 2nd Generation Incentive
Regulation for Ontario’s Electricity Distributors dated December 20, 2006;

Approval of the proposed loss factor as set out in Exhibit 4, Tab 2, Schedule §;

Approval to continue to charge Retall Transmission-Network Service, Retall
Transmission-Connection, and Wholesale Market and Rural Rate Protection Charges
approved in the OEB Decision and Order in the matter of Welland Hydro's 2008
Distribution Rates (EB-2007-0855) subject to any modifications as a result of the OEB’s
decision on Hydro One Networks 2009 Uniform Transmission Rate Adjustment
Application (OEB File EB-2008-0113);

Approval to continue the Specific Service Charges and Transformer Allowance approved
in the OEB Decision and Order in the matter of Welland Hydro’s 2008 Distribution Rates
(EB-2007-0855); and

Approval to dispose of the following Deferral and Variance Account Balances as at April
30, 2009 over athree-year period using the method of recovery described in Exhibit 5,
Tab 1, Schedule 3:
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DRAFT ISSUESLIST:

The Applicant would expect, based on previous regulatory experience and other hearings, that

the following matters pertaining to the 2009 Test Y ear may constitute issues in this Application:
» Theamount of Welland Hydro’ s proposed revenue requirement; and

» The reasonableness of the proposed electricity distribution rates.
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PROCEDURAL ORDERSMOTIONS/NOTICES:

On March 12, 2007, the OEB issued a Report titled "LDC Screening Methodology to Establish a
Rebasing Schedule for Electricity LDCs'. The purpose of that Report was "to describe the
criteria to be considered in determining which electricity distributors to engage in proceedings
before the Board for rebasing to establish rates for each of the years 2008, 2009 and 2010” and to
establish the next steps and timelines for filing. Section 3.3 of that Report provided an
opportunity for LDCsto "self-nominate" to be rebased in a particular year.

On March 20, 2007 and November 19, 2007, Welland Hydro filed a self-nomination request for
rebasing in 2009. Subsequently, in Board File No. EB-2006-0330, the OEB issued its list of
distributors that will be rebased in 2009. Welland Hydro was included on that list.

On December 24, 2007 the OEB issued a Decision and Order for EB-2007-0663 concerning
revised 2007 Distribution Rates for Welland Hydro. A description of this Decision is outlined in
Exhibit 1, Tab 1, Schedule 16.

No further Decisions and Orders have been issued by the OEB in respect of Welland Hydro to
the date of filing this Application.
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1 ACCOUNTING ORDERS REQUESTED:

2  Waéland Hydro is not requesting Accounting Orders in this proceeding.
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COMPLIANCE WITH UNIFORM SYSTEM OF ACCOUNTS:

Welland Hydro has followed the accounting principles and main categories of accounts as stated
in the OEB’s Accounting Procedures Handbook (the “APH”) and the Uniform System of
Accounts (“USoA”) in the preparation of this Application.
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DISTRIBUTION SERVICE TERRITORY AND DISTRIBUTION SYSTEM:

Description of Distributor:

COMMUNITY SERVED: City of Welland

TOTAL SERVICE AREA: 86 sq km

RURAL SERVICE AREA: 0sgkm
DISTRIBUTION TY PE: Electricity distribution
SERVICE AREA POPULATION: 50,331

MUNICIPAL POPULATION: 50,331

BOUNDARIES: West: Pelham/Wainfleet

North: Fonthill/Thorold
East: Niagara Falls
South: Port Colborne

A map of Welland Hydro's Distribution Service Territory accompanies this Schedule as
Appendix C.

A schematic diagram of Welland Hydro’ s distribution system is attached in Appendix D.



Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 1

Tab1

Schedule 10

Appendix C

Filed: August 15, 2008

APPENDIX C
MAP OF DISTRIBUTION SERVICE TERRITORY
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MAP OF DISTRIBUTION SERVICE TERRITORY

The outlined area represents the City of Welland.
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MAP OF WELLAND HYDRO-ELECTRIC SYSTEM CORP. DISTRIBUTION SYSTEM
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LIST OF NEIGHBOURING UTILITIES:
Welland Hydro is bounded by:
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Hydro One Networks Inc: North & West (Pelham/Fonthill/Wainfleet/Thorol d)
Niagara Peninsula Energy (Niagara Falls Hydro/Pen West Utilities): East

Canadian Niagara Power: South
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1 EXPLANATION OF HOST AND EMBEDDED UTILITIES:

2 There are no embedded utilities within Welland Hydro's distribution service territory nor is
3 Welland Hydro ahost utility to other distributors.
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UTILITY ORGANIZATIONAL STRUCTURE:

Welland Hydro is a wholly-owned subsidiary of Welland Hydro-Electric Holding Corp. whichis
100% owned by the City of Welland. A chart illustrating Welland Hydro’ s corporate family is
provided at Exhibit 1, Tab 1, Schedule 14.



OCO~NOOOUITAWNPE

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 1

Tab1

Schedule 14

Pagelof 1

Filed: August 15, 2008

CORPORATE ENTITIES RELATIONSHIP CHART

WELLAND

100% ownership of Welland

CORPORATION OF THE CITY OF

[SHAREHOLDER]

Holding Cotp.

Hydro-Electric

100% ownership of Welland

Services Corp

WELLAND HYDRO-ELECTRIC
HOLDING CORP.
[HOLDING COMPANY?}
[SHAREHOLDER]

System Corp. and Welland Hydro Energy

Hydro-Electric

Welland Hydro-Electric System
Corp.
[ELECTRICITY
DISTRIBUTION COMPANY]
Wires

Welland Hydro Energy
Services Corp.
[RETAIL COMPANY]
Street Lights, Sentinel Lights

[SHAREHOLDER]
100% ownership of Welland Wifi
Corp.

Welland Wifi Corp.

Wireless Internet
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PLANNED CHANGESIN CORPORATE AND OPERATIONAL STRUCTURE:

No changes to Welland Hydro's corporate and operational structures are planned at the present
time. However, Welland Hydro is reviewing recent changes to the Affiliate Relationships Code

to determine if any changes to the corporate and operational structures are required.
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STATUS OF BOARD DIRECTIVES FROM PREVIOUS BOARD DECISIONS:

2007 REVISED DISTRIBUTION RATES -- PIL s (EB-2007-0663)

In its Decision and Order in the matter of EB-2007-0663, the OEB approved revised 2007
Distribution Rates for Welland Hydro effective October 1, 2007. The increase was to cover PILs
expenses as aresult of the elimination of loss carry forwards. Although the OEB approved rates
were retroactive to October 1, 2007 the OEB directed that such new rates take effect February 1,
2008 with the increase from October 1, 2007 to January 31, 2008 to be recorded in account 1574
Deferred Revenue for recovery at alater date. The actual amount of deferred revenue resulting
from EB-2007-0663 is $124,132.45. Account 1574 had a zero balance as at December 31, 2007
as the programming required to calculate the deferral amount was not completed until after year
end. The entry to record the amount of deferred revenue for the October 1, 2007 to January 31,
2008 period was made in June, 2008.

Welland Hydro requests the disposition of account 1574 Deferred Revenue along with associated
interest over athree year period as outlined in Exhibit 5, Tab 1, Schedule 3.
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1 CONDITIONSOF SERVICE:

2 A copy of Welland Hydro's revised Conditions of Service was filed separately with the OEB on
3 August 11, 2008.
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RECENT CHANGESIN CONDITIONS OF SERVICE:
A copy of the notice printed in the July 11, 2008 issue of the Welland Tribune advising

customers regarding planned changes to Welland Hydro's Conditions of Service for August 11,
2008 implementation is set out in Appendix E to this Schedule.
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NOTICE TO WELLAND HYDRO-ELECTRIC SYSTEM CORP.’S
CUSTOMERS REGARDING PLANNED CHANGES TO CONDITIONS OF

SERVICE



RIDAY, JULY 11, 2008 THE TRIBUNE c4

Notices : a0

NOTICE '
WELLAND HYDRO-ELECTRIC
SYSTEM CORP.
CONDITIONS OF SERVICE

The Ontario Energy Board’s Distribution System Code requires that
every distributor produce its own “Conditions of Service” document.
The purpose of this document is to provide a means of
communicating the types and level of service available to the
customers within the distributor’s service territory.

The current version of the Conditions of Service was published in
2004. Since then, various changes to regulations and codes that
govern Distributor ' activities have come into effect, which in turn
require updates to the original document. ‘Welland Hydro-Electric
System Corp. has reviewed our Conditions of Service and has
proposed amendments to the original document.

Customers of Welland Hydro may view the revised Conditions of
Service on our web site www.wellandhydro.com.  Copies are
available at our office at 950 East Main Street. The public is invited
to make comments on the new Conditions of Service. ~Comments
will be accepted until noon August 8th, 2008. Please direct all
written comments to:

Conditions of Service
Welland Hydro Electric System Corp
950 E Main St, P.O. Box 280
Welland, ON  L3B 5P6 or

e-mail: Information@WellandHydro.com
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PRELIMINARY LIST OF WITNESSES:

While Welland Hydro requests that this Application be disposed of by way of a written hearing,
should a technical conference or an oral hearing be necessary Welland Hydro will provide alist

of potential witnesses as required.
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SUMMARY OF THE APPLICATION:

Preamble

Welland Hydro has submitted this Application in order to meet its Corporate Mission and

Corporate Goals as outlined below. Current rates will result in actual Return on Equity in 2008
and 2009 well below levels currently approved by the OEB. Theincreased rates are required to:

1)

2)

3)

4)

Maintain current capital investment levels in infrastructure to ensure a reliable

distribution system.
Continue with training programs for lineman needed to meet future staffing requirements.

Manage staffing levels and skills to ensure regulatory compliance, promote conservation
programs along with the introduction of smart meters, and implement reporting changes

resulting from the adoption of International Financial Reporting Standards.

To provide areasonabl e rate of return to the Shareholder.

Welland Hydro’'s Mission Statement is:

Welland Hydro-Electric System Corp. is our community’s proud distributor of safe,
reliable electricity to our valued customers.

Welland Hydro's prioritiesare defined in its Corporate Goals:

To incorporate into day to day business, Health and Safety measures that safeguards the
public and our employees. Corporate policy is the pursuit of zero lost time injuries by
2011.

To enhance the quality, safety, and reliability of our electrical distribution system while
meeting or exceeding all statutory, environmental and regulatory requirements.

To sustain the viability of Welland Hydro-Electric System Corp. through prudent and
responsible management of assets and resources, while enhancing the overall value of
the organization to the Shareholder, at reasonable electrical distribution rates.



10
11
12
13
14

15
16

17
18
19

20

Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1

Tab 2

Schedule 1

Page 2 of 8

Date Filed: August 15, 2008

To promote a dynamic and proactive environment where employees are proud to work
and succeed in their careerswhile pursing a customer and community focused future.

To pursue new innovations, partnerships and best management practices in our quest to
meet or exceed financial expectations of our community by cost sharing, efficiency gains
and cost savings.

To protect and enhance the environment through energy conservation, demand

management and other environmental friendly initiatives.

In keeping with this vision to pursue health and safety as its top priority, Welland Hydro was
recently awarded by the Electrica & Utilities Safety Association (“E&USA™) the safety Silver
Award for its pursuit of “ZeroQuest” which represents zero injuries and illnesses. To promote
public safety, Welland Hydro has been an active partner in the development of the Niagara
Region’s Children’s Safety Village located in Welland. This non-profit organization provides
safety training including electricity safety training for thousands of local school children each

year.

Within its service territory, Welland Hydro has partnered with local agencies and businesses to

deliver innovative conservation and demand management programs.

Welland Hydro has consistently exceeded the OEB’s Service Quality Indicators and, as set out in
Table 1 below, has targeted to maintain its performance at levels equal to or above the OEB’s
standards in 2008 and 2009.
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WELLAND HYDRO’S SERVICE QUALITY INDICATORS
AVERAGE PERFORMANCE FOR 2007

Appointments Met — at the appointed time

SQI Standard: 90% of the time

2007 Actual 2008 Tar get

2009 Tar get

100.00% 90.00%

95.00%

Telephone Accessibility — answered in person within 30 seconds

SQI Standard: 65% of the time

2007 Actual 2008 Tar get 2009 T ar get
99.7% 65.00% 70.00%
Underground Cable L ocates — within 5 working days

SQI Standard: 90% of the time

2007 Actual 2008 Tar get 2009 T ar get
99.8% 90.00% 90.00%
Connection of New Services —within 5 working days

SQI Standard: 90% of the time

2007 Actual 2008 Tar get 2009 T ar get
99.3% 90.00% 95.00%

Emergency Response — Urban within 60 minutes and Rural within 120 minutes

SQI Standard: 90% of the time

2007 Actual 2008 Tar get 2009 T ar get
100.00% 100.00% 100.00%
Written Responses to Inquiries — within 10 working days

SQI Standard: 80% of the time

2007 Actual 2008 Tar get 2009 T ar get
100.0% 80.00% 85.00%
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Welland Hydro tracks service reliability statistics SAIDI (System Average Interruption Duration
Index) and SAIF (System Average Interruption Frequency Index) including and excluding
Hydro Onerelated incidents. The following table shows actual results for the past five years.

2003 2004 2005 2006 2007
Excluding Total Excluding Total Excluding Total Excluding Total Excluding Total
Hydro One  System Hydro One  System Hydro One  System Hydro One  System Hydro One  System

SAIDI 0.96 5.87 0.51 175 120 5.47 1.09 2.05 4.91 4.95

SAIFI 193 3.47 125 3.04 171 5.76 177 5.09 531 531

In 2007 Welland Hydro's service reliability statistics were negatively affected by a major ice
storm in the month of January. As a result, SAIDI and SAIF reliability indexes excluding
Hydro One increased significantly compared to previous years. Welland Hydro is committed to
the reliability of the distribution system and has set a target index of 2.00 for both SAIDI and
SAIFl in its 2008 Business Plan. In order to meet these targets Welland Hydro will need to
continue making capital investments in infrastructure over the next two years at levels which
were expended in 2006 and 2007.

Purpose and Need

Welland Hydro's requested revenue requirement for 2009 in the amount of $9,357,747 includes
the recovery of its costs to provide distribution services, its permitted Return on Equity [“ROE”]
and the funds necessary to service its debt as it transitions to a 60%/40% debt equity ratio by
2010.

When forecasted energy and demand levels for 2009 are considered, Welland Hydro estimates
that its present rates will produce a deficiency in distribution revenue of $1,608,305 for the 2009
Test Year. Should this revenue deficiency continue, Welland Hydro will not be able to sustain
the current capital investment and lineperson training programs required to ensure a safe and
reliable distribution system.
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Therefore, Welland Hydro seeks the OEB’s approval to revise its eectricity distribution rates.
The rates proposed to recover its projected revenue requirement and other relief sought are set
out in Exhibit 1, Tab 1, Schedule 2, Appendix A and Exhibit 9, Tab 1, Schedule 6 to this
Application.

The information presented in this Application is Welland Hydro’ s forecasted results for its 2009
Test Year. Welland Hydro is also presenting the historica actual information for fiscal 2006,
OEB-Approved data for 2006, actual information for fiscal 2007, and forecast results for the
2008 Bridge Y ear.

Timing
The financial information supporting the Test Y ear for this Application will be Welland Hydro’'s

fiscal year ending December 31, 2009 (the “2009 Test Year”). However, thisinformation will be
used to set rates for the period May 1, 2009 to April 30, 2010.

Customer I mpact

In preparing this application, Welland Hydro has considered the impacts on its customers, with a
goa of minimizing those impacts. With respect to cost alocation, Welland Hydro notes that for
the mgjority of its customers, the current revenue to cost ratio of each rate class does not fall
within the applicable threshold defined by the OEB in the November 28, 2007, Report on
Application of Cost Allocation for Electricity Distributors. As a result, adjustments have been
made in this Application to bring all but Street Light and Sentinel Light classes within the
allowed ranges of the revenue-to-cost ratios. Street Light and Sentinel Light classes are being
increased by approximately 50% of the difference between their current levels and the bottom of
the OEB’s ranges, and Welland Hydro will further adjust the revenue-to-cost ratios in 2010 to
bring them to the bottom of the approved ranges. Increased distribution revenue from these two
classesin 2009 and 2010 will be offset by reductions in distribution revenue from the Residential
class. Although this classis currently within the targeted revenue-to-cost ratio, the reductions in

2009 and 2010 will move the revenue-to-cost ratio closer to 100%.
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Customer impacts including the percentage average Total Bill Impact and Average Dollar
Impact, which include revised distribution rates [monthly service charge and volumetric rates|,
revised loss factors, and regulatory asset rate riders to dispose of the balances in the Deferral and
Variance Accounts requested in this Application over a three-year period are set out in Table 2
below. A comparison has also been provided to 2007 monthly billings prior to decreases in
Retail Transmission Rates and the elimination of the Regulatory Rate Rider which went into
effect May 1, 2008. The impact of these two adjustments has been reflected in the 2008 monthly
billings.
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Table2
TOTAL BILL IMPACT - PERCENT & DOLLAR
Total Bill Monthly
Class- Typical Usage I mpact Dollar
% I mpact

Residential - 1000 kWh/mth
Comparison to 2008 1.79% $2.03
Comparison to 2007 (2.36%) ($2.80)
General Service <50 kW 3,000 kWh/mth
Comparison to 2008 4.82% $14.70
Comparison to 2007 1.19% $3.75
General Service >50 kW
250 kW 75,000 kWh/mth
Comparison to 2008 4.77% $348.26
Comparison to 2007 1.15% $86.95
Large Use
5,400 kW 2,400,000 kWH/mth
Comparison to 2008 1.35% $2,876.48
Comparison to 2007 (0.19%) ($409.95)
Street Lighting
1106 kW 417,140 kWh/mth
Comparison to 2008 40.31% $14,073.19
Comparison to 2007 37.96% $13,477.99
Sentinel Lighting
0.30 kW 134.55 kWh/mth
Comparison to 2008 24.83% $2.81
Comparison to 2007 18.76% $2.23
Unmetered Scattered Load 500k\Wh/mth
Comparison to 2008 8.31% $4.50
Comparison to 2007 4.72% $2.64
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Capital Structure

Welland Hydro is requesting a change in its deemed capital structure. Specifically, Welland
Hydro is requesting a decrease in the deemed equity ratio from 46.7% to 43.3% consistent with
the second year of the phase-in of the shift in Welland Hydro’'s capita structure from 50% to
40% equity as outlined in the Report of the Board on Cost of Capital and 2™ Generation
Incentive Regulation for Ontario Electricity Distributors dated December 20, 2006 (the “Cost of
Capital Report”).

Return on Equity

Welland Hydro has assumed a return on equity of 8.57% consistent with the Cost of Capita
Parameter Updates for 2008 Cost of Service Applications issued by the OEB on March 8, 2008.
Welland Hydro understands the OEB will be finalizing the return on equity for 2009 rates based
on January 2009 market interest rate information.

Capital Expenditures

Welland Hydro continues to expand and reinforce its distribution system in order to meet the
demand of new and existing customers in its service territory. Expenditures are also being made
to meet regulations set out by both the OEB and IESO including load transfers and primary

metering points.
Operating and M aintenance Costs

Based on the OEB’s Comparison of Ontario Electricity Distributors Costs [ EB-2006-0268], as
updated with 2007 Data issued on June 25, 2008, Welland Hydro's OM&A costs per customer
compare favorably with its “Mid Size Southern Medium-High Undergrounding” cohort. In
2007, the average OM&A cost per customer for the cohort was $214.00 while Welland Hydro’s
cost was $209.00. Over the 3-year average from 2005 to 2007, Welland Hydro’'s cost was
$183.00 while the average for the cohort was $208.00. Details of the calcul ations supporting this
anaysis areincluded in Appendix F to this Schedule.
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APPENDIX F

COMPARISON OF WELLAND HYDRO-ELECTRIC SYSTEM CORP.
OM&A COSTSTO “MID SIZE SOUTHERN MEDIUM-HIGH
UNDERGROUNDING” COHORT GROUPING
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OM&A CostsTo “Mid Size Southern M edium-High Undergrounding”

Cohort Grouping

Cohort Groupings Total OM&A
2005-2007
By Distribution Company 3 Year Avg. 2007
E.L.K. Energy Inc. $ 155.00 $ 182.00
\Wasaga Distribution Inc. $ 157.00 $ 159.00
Chatam-Kent Hydro Inc. $ 162.00 $ 164.00
Peterborough Distribution Incorporated $ 181.00 $ 192.00
Festival Hydro Inc. $ 182.00 $ 185.00
Welland Hydr o-Electric System Corp. $ 183.00 $ 209.00
Kingston Electricity Distribution Limited $ 189.00 $ 182.00
Westario Power Inc. $ 203.00 $ 196.00
COLLUS Power Corp. $ 211.00 $ 225.00
St. Thomas Energy Inc. $ 216.00 $ 214.00
Essex Powerlines Corporation $ 221.00 $ 206.00
\Woodstock Hydro Services Inc. $ 223.00 $ 228.00
Niagara Falls Hydro Inc. $ 247.00 $ 255.00
Bluewater Power Distribution Company $ 261.00 $ 256.00
Erie Thames Powerline Corporation $ 329.00 $ 356.00
Average for Cohort Group $ 208.00 $ 214.00

SOURCE:

Comparison of Ontario Electricity Distributors Costs [EB-2006-0268], updated with 2007 Data

Issued June 25, 2008.
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BUDGET DIRECTIVES:

Welland Hydro compiles budget information for the three magjor components of the budgeting
process. revenue forecasts, operating and maintenance expense forecast and capita budget
forecast. This budget information is compiled for both the 2008 Bridge Y ear and the 2009 Test
Year.

Revenue For ecast

Welland Hydro's energy sales and revenue forecast model was updated to reflect more recent
information. This model was then used to prepare the revenues sales and throughput volume and
revenue forecast at existing rates for fisca 2008 and 2009. The forecast is weather normalized
as outlined in Exhibit 3, Tab 2, Schedule 1 and considers such factors as new customer additions,

customer class changes, and load profiles for al classes of customers.

Operating Maintenance and Administration (“OM& A”) Expense For ecast

The OM&A expenses for the 2008 Bridge Year and the 2009 Test Year have been based on an
in-depth review of operating priorities and requirements and is strongly influenced by prior year
experience. Each item is reviewed account by account for each of the forecast years with
indirect costs alocated to direct costs for budget presentation.

Capital Budget

The capital budget forecast 2008 and 2009 is influenced, among other factors, by Welland
Hydro’'s capacity to finance capital projects. Indirect costs are alocated to direct costs in the
capital budget. All proposed capital projects are assessed within the framework of its capital
budget priority and are outlined in Exhibit 2, Tab 3, Schedule 3 (Capital Expenditures by
Project).
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1 CHANGESINMETHODOLOGY:

2  Waelland Hydro is not requesting any changes in methodology in the current proceeding.
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Calculation of Revenue Deficiency or Surplus

Revenue

Suff/ Def From Below.
Distribution Revenue

Other Operating Revenue (Net)
Total Revenue

Distribution Costs

Operation, Maintenance, and Administration
Depreciation & Amortization

Property & Capital Taxes

Interest- Deemed Interest

Total Costs and Expenses

Less OCT Included Above

Total Costs and Expenses Net of OCT

Utility Income Before Income Taxes
Income Taxes

Corporate Taxes

Ontario Capital Tax

Total Income Taxes

Utilitiy Net Income

Rate Base

Return on Equity
Equity Rate Base%

Expected Return on Equity

Revenue Deficiency After Tax
Revenue Deficiency Before Tax

2008 Bridge

2009 Test

2009 Test

Existing Rates Existing Rates Proposed Rates

$1,608,305
$7,051,503 $7,093,092 $7,093,092
$698,920 $656,350 $656,350
$7,750,423 $7,749,442 $9,357,747
$4,726,832 $5,113,936 $5,113,936
$1,718,187 $1,721,827 $1,721,827
$25,792 $27,730 $27,730
$881,547 $948,857 $948,857
$7,352,358 $7,812,350 $7,812,350
$25,792 $27,730 $27,730
$7,326,566 $7,784,620 $7,784,620
$423,857 -$35,178 $1,573,127
$203,780 $697 $531,437
$25,792 $27,730 $27,730
$229,572 $28,427 $559,167
$194,285 -$63,604 $1,013,960
$26,462,961  $27,324,488  $27,324,488
9.00% 8.57% 8.57%
46.70% 43.30% 43.30%
1,112,238 1,013,960 1,013,960
917,953 1,077,564
1,380,381 1,608,305
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CAUSES OF REVENUE DEFICIENCY:

Welland Hydro's net revenue deficiency is calculated as $1,077,564 and when grossed up for
PILs, the revenue deficiency is $1,608,305. Welland Hydro-Electric System Corp.’s calculation
of its 2009 revenue deficiency is provided in Exhibit 1, Tab 2, Schedule 4 and Exhibit 7, Tab 1,
Schedule 1.

The revenue deficiency is primarily the result of

» Increases in OM&A costs including depreciation expense. Welland Hydro implemented
a lineperson apprentice program in 2007 in order to ensure qualified lineman are in place
for forecasted retirements in the next five years. In addition, Welland Hydro has
upgraded its Regulatory and Engineering staff with new hires in 2007 and 2008. The
addition of a Conservation and Demand analyst in 2010 is necessary to meet the work
load associated with conversation programs initiated by the Ontario Power Authority
("OPA”). OM&A cost are discussed in further detail in Exhibit 4; and

> Capital Expenditures in 2006 and 2007 exceeded depreciation levels resulting in a
increased rate base on which the rate of return is calculated. Welland Hydro is
committed to ensuring the reliability of the distribution system and will continue to invest
in capital infrastructure in 2008 and 2009. Changes in the Rate Base are discussed
further in Exhibit 2.

Welland Hydro is committed to meeting its corporate mission and goals of providing a safe and
reliable distribution through prudent investments in capital assets and investing in training and
education of staff required to meet the future needs of its customers.
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1 FINANCIAL STATEMENTS- 2007:

2 Waeélland Hydro’s Audited 2007 Financial Statements accompany this Schedule as Appendix G.
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APPENDIX G
COPY OF AUDITED FINANCIAL STATEMENTSFOR 2007



Financial statements of
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December 31, 2007




Welland Hydro-Electric System Corp.
December 31, 2007

Table of contents

T [ gl 5=t Lo £ S PO T LT L L LA 1
Statement of earnings and retained  arnings ... 2
B AIEIICE SHEEE. . vrerer s ee e varen st sessasasasstantass s ensneressssesessasnnrnrarnestibnieaasanannretsatinisitinsrisotsessariasine 3
A EIMIENE OF CASI TlOWS +uvninreveresseasmnseessrerrress st asse s rnara s s st aes s s T e st e s e r b i e s E T taa b s s 4
Notes £o the fINanCial SEALRIMIEIITS ... . vees e renrererrerirrarir sttt v s arn st m s r s s bt s rnr et 5-16

A




=
De I o Itte Deloitte & Touche LLP

1005 Skyview Drive
Suite 202

Burlington ON L7P 5B1
Canada

Tel; 905-315-6770
Fax: 905-315-6700
www,deloitte.ca

Auditors’ report

To the Board of Directors of
Welland Hydro-Electric System Corp

We have audited the balance sheet of Welland Hydro-Electric System Corp. as at December 31, 2007 and the
statemnents of earnings and retained earnings and of cash flows for the year then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant cstimates made by management, as well as evaluating the overall financial statement
presentation.

In our opinjon, these financial statements present fairly, in all material respects, the financial position of the

Company as at December 31, 2007 and the results of its operations and its cash flows for the year then ended
in accordance with Canadian generally accepted accounting principles.

Nefoidte. : Towshe LLP

Chartered Accountants
Licensed Public Accountants

March 7, 2008

Member of
Deloitte Touche Tohmatsu




Welland Hydro-Electric System Corp.

Statement of earnings and retained earnings

year ended December 31, 2007

2007 2006
$ $

Service revenue

Residential 9,475,099 9,887,863

General 20,807,402 19,812,323

Large User 4,873,942 6,336,324

35,156,443 36,036,510
Distribution revenue 7,304,181 6,345,195
42,460,624 42,381,705

Cost of power 35,156,443 36,036,510
Gross margin on service revenue 7,304,181 6,345,195
Other operating revenue 856,452 835,858_
Net operating revenue 8,160,633 7,181,053
Administrative expense

Operating and Maintenance 2,139,641 1,863,196

Billing and Collection 1,092,611 523,502

General Administration 1,344,494 1,198,763
Amortization 1,634,333 1,542,164
Total expenses 6,211,079 5,128,025
Earnings before financial expense 1,949,554 2,053,028
Other expense/(income)

Regulatory asset provision (Note 6) 271,632 {1,161,290)

Interest expense 897,122 586,726
Earnings before payment in lieu of taxes 780,800 2,627,592
Payments in lieu of taxes 683,071 608,675
Net earnings for the year 97,729 2,018,917
Retained earnings (deficit), beginning of year 1,214,220 495,303
Dividends (600,000) {1,300,000)
Retained earnings, end of year 711,248 1,214,220




Welland Hydro-Electric System Corp.

Balance sheet

as at December 31, 2007
2007 2006
$ $
Assets
Current assets
Cash and cash equivalents 7,074,132 8,006,110
Investments - 35,188
Accounts receivable (Note 4) 2,060,513 2,035,851
Accounts receivable - unbilled revenue 5,297,085 5,506,136
Inventories 502,159 470,431
Prepaid expenses 86,550 10,488
15,020,439 16,064,204
Due from related parties (Note 9) 137,487 123,716
Property, plant and equipment (Note 5) 20,057,451 19,403,986
Regulated settlement variances (Note 6) - 177,491
35,215,377 35,769,397
Liabilities
Current liabilities
Accounts payabie and accrued liabilities 3,668,278 4,328,347
Customer deposits - current portion 864,215 700,989
Current portion - liability for employee future
benefits {Note 11) 70,545 70,545
Conservation demand management (Note 7) - 446,847
Smart Meter program (Note 7) 99,487 40,359
Other current liabilities 13,853 9,608
4,716,378 5,596,695
Long-term debt
Note payabie (Note 10) 13,499,953 13,499,953
Other liabilities
Employee future benefits (Note 11) 1,462,941 1,416,801
Other liabilities and deferred credits 6,540 6,540
Customer deposits - long term portion 426,735 451,850
Regulated settlement variances (Note 6) 807,543 -
2,703,759 1,875,191
20,920,090 20,971,839
Contingencies (Note 14)
Shareholder's equity
Share capital (Note 13) 12,953,180 12,953,180
Contributed capital 630,158 630,158
Retained earnings 711,949 1,214,220
14,295,287 14,797,558
35,215,377 35,769,397

Approved b 3]
pal

7

Director
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Welland Hydro-Electric System Corp.

Statement of cash flows
year ended December 31, 2007

2007 2006
$ $
Operating activities
Net earnings 97,729 2,018,917
Items not requiring a cash outlay
Ameortization 1,634,333 1,542,164
Gain on disposal of property, plant and equipment {2,278) (10,991}
Gain on disposal of investments (109,985) -
Change in employee benefits future - long term 46,140 42,620
Changes in non-cash operating working
capital items {Notes 12} (803,718) (2,703,074)
Net change in regulated settlement variances 985,034 919,263
1,847,255 1,808,899
Investing activities
Additions to property, plant and equipment (2,293,024) {2,002,021)
Net proceeds on disposal of property, plant and equipment 7,504 24,673
Net proceeds on disposal of investments 145,173 -
Change in due from related parties {13,771) 48 621
(2,154,118) (1,828,727}
Financing activities
Dividends paid (600,000) {1,300,000)
Other liabilities and deferred credits - 6,540
Other deferred assets - 63,426
Change in customer deposits - long term (25,115} (14,788)
{625,115) (1,244,822)
Net change in cash and cash equivalents (931,978) (1,364,650}
Cash and cash equivalents, beginning of year 8,006,110 9,370,760
Cash and cash eguivalents, end of year 7,074,132 8,006,110
Supplemental disclosure of cash flows
Interest paid 899,364 580,127
Payment in lieu of income taxes 1,330,244 27,616
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

Nature of operations

Welland Hydro-Electric System Corp. (the Company), is a wholly-owned subsidiary of Welland
Hydro-Electric Holding Corp., and was incorporated July 1, 2000 under the Business
Corporations Act {Ontario).

The Company is a regulated electricity distribution company that owns and operates the
electricity infrastructure, distributing a safe, reliable delivery of electricity to home and
businesses in the City of Welland. The corporation is regulated by the Ontario Energy Board
under the authority of the Ontario Energy Board Act, 1998. The OEB is charged with the
responsibility of approving or fixing rates for the transmission and distribution of electricity, and
for ensuring that distribution companies fulfill their obligations to connect and service
customers.

Significant accounting policies

The financial statements have been prepared in accordance with Canadian generally accepted
accounting principles (GAAP) and policies as set forth in the Accounting Procedures Manual
issued by the Ontario Energy Board (QEB) under the authority of the Ontario Energy Board Act,

1998,

Significant accounting policies are summarized below:

Regulation

The Company is regulated by the OEB and any power rates adjustments require OEB approval.
The following accounting policies under the regulated environment differ from GAAP for

companies operating under an unregulated environment:

Regulatory assets

Regulatory assets represent differences between amounts collected through rates (OEB
approved) and actual costs incurred by the distributor. Regulatory assets on the balance
sheet at year-end consist of Settlement Variances on the Cost of Power, Deferred Charges,
and the associated regulated interest. Asset balances and current year activities are

detailed in Note 6.

In March 2006, the OEB approved for inclusion in rates the Regulatory Assets incurred by
Welland Hydro-Electric System Corp. through December 31, 2004. These Regulatory

Assets are expected to be fully recovered by April, 2008. Regulatory Assets incurred since
January 1, 2005 are subject to review by the OEB for reflection in future rates. Reguiatory
Assets will be reflected in the balance sheet until the manner and timing of disposition is
determined by the Ontaric Energy Board {OEB).

Contributions in aid of construction

Subdivision developers as part of their contract with the corporation can request that an
economic evaluation be performed based on the number of services connected in a project. The
economic evaluation guidelines were created by the OEB and software was developed to
calculate the net present value of expected revenue net of expected maintenance costs for the
next 25 years. This calculation is used to determine the value of the asset to be assumed by the
corporation and is reviewed over the first five years. Any assets assumed by the corporation will
be treated as post 1999 contributed capital. As at December 31, 2007 the value of such
contributed capital was $1,405,492 (2006 - $631,962) and has been recorded as a reduction in

property, piant and equipment.

Amortization of contributed capital is recorded at an equivalent rate to that used for
amortization of the related assets.
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

Significant accounting policies (continued)
Payment in lieu of income taxes

Under the Electricity Act, 1998, the Company is required to make payments-in-lieu of corporate
taxes to the Ontario Electricity Financial Corporation. These payments are recorded in
accordance with the rules for computing income and taxable capital and other relevant amounts
contained in the Income Tax Act (Canada) and the Corporation Tax Act (Ontario) and modified
by the Electricity Act, 1998, and related regulations.

The Company, regulated by the Ontario Energy Board, provides for payments-in-lieu of
corporate income taxes using the taxes payable method instead of the liability method.

Under the taxes payable method, no provisions are made for future income taxes as a result of
temporary differences between the tax basis of assets and liabilities and their carrying amounts
for accounting purposes. Future income taxes are expected to be reflected in future rates and,
accordingly, are not recognized in the financial information. When future incomes taxes become
payable, it is expected that they will be included in the rates approved by the OEB and
recovered from customers of the Corporation at that time.

Cash and cash equivalents
Cash and cash equivalents consist of cash on hand and balances with the bank.

Investments

Investments are recorded at cost.

Inventories

Inventories consist primarily of construction and maintenance materials and are stated at the
lower of cost and net realizable value, with cost being determined using the weighted average
method.

Spare meters and transformers

As prescribed by the OEB Accounting Procedures Manual, spare transformers and meters were
inciuded in capital assets as at December 31, 2007. The carrying amount transferred in respect
of this was $806,436 in 2007 (2006 - $382,629).

Property, plant and equipment

Property, plant and equipment are recorded at cost. Amortization is calculated on a straight-line
basis over the useful service life as follows:

Land and land rights 50 years or effective life
Buildings 50 years
Distribution stations 30 years
Poles and overhead/underground lines 25 years
Distribution
Transformers 25 years
Distribution meters 25 years
Equipment 4-30 years
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

2,

Significant accounting policies (continued)
Asset retirement obligations

The Company recognizes the liability for an asset retirement that results from acquisition,
construction, development, or through normal operations. The liability for an asset retirement is
initially recorded at its fair value in the year in which it is incurred and when a reasonable
estimate of fair value can be made. The corresponding cost is capitalized as part of the related
asset and is amortized over the asset's useful life. In subsequent years the liability is adjusted
for changes resulting from the passage of time and revisions to either the timing or the amount
of the original estimate of the undiscounted cash flows. The accretion of the liability to its fair
value as a result of the passage of time is charged to earnings.

Impairment of long-lived assets

Long-lived assets are tested for recoverability whenever events or changes in circumstance
indicate that their carrying amount may not be recoverable. An impairment loss is recognized
when their carrying value exceeds the total undiscounted cash flows expected from thelr use
and eventual disposition. The amount of the impairment loss is determined as the excess of the
carrying value of the asset over its fair value.

Customer deposits

Customer deposits are cash collections from customers to guarantee the payment of energy
bilis. Customer deposits include interest credited to customers' deposit accounts, with interest
expense recorded to offset this amount. Deposits expected to be refunded to customers within
the next fiscal year are classified as a current liability. Deposits earn interest at a rate of the
Bank of Canada Prime Business rate less two percent updated quarterly and accrued monthly.

Post employment benefits other than pension

The Company provides its current and applicable retired employees to age 65 with life insurance
and medical benefits beyond those provided by the government-sponsored plans. The cost of
these benefits is expensed as earned through employment service.

Use of estimates

Management is required to make estimates and assumptions that affect the reported amounts of
revenue, expenses, assets, liabllities and the disclosure of contingent assets and liabilities at the
financial statement date. Accounts receivable, unbilled revenue and regulatory assets are
reported net of an appropriate allowance for unrecoverable amounts. Inventory is recorded net
of provision for obsolescence. Certain estimates are also required as reguiations, which
ultimately determine the actual results, have yet to be finalized and are dependent on the
completion of regulatory proceedings or decisions. The financial statements have, in
management's opinion, been properly prepared using careful judgment within reasonable limits
and within the framework of the accounting policies.

Revenue recognition

Revenue is recognized on the accrual basis, which includes an estimate of unbilled revenue.
Service revenue is recorded on the basis of regular meter readings and estimated customer
usage since the last meter reading date to the end of the year. The related cost of power is
recorded on the basis on power used. Any discrepancies in the revenue collected and the
associated cost of power to distribute are charged to regulatory assets.

Unbilled revenue

Unbilled revenue is an estimate of customers' consumption of power from the last meter read in
the year to December 31st.
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

2. Significant accounting policies (continued)
Future accounting policy changes
Inventories

In June 2007, the CICA issued Section 3031, Inventories, replacing Section 3030, Inventories.
The new Section will be applicable to financial statements relating to fiscal years beginning on
or after January 1, 2008. Accordingly, the Company will adopt the new standards for its fiscal
year beginning April 1, 2008. It provides more guidance on the measurement and disclosure
requirements for inventories. For example, it requires that fixed and variable production
overheads be systematically allocated to the carrying amount of inventory. The Company is
currently evaluating the impact of the adoption of this new Section on its financial statements.
The Company does not expect that the adoption of this new Section will have a material impact
on its financial statements.

Financial instruments

In December 2006, the CICA issued Section 3862, Financial Instruments - Disclosures; Section
3863, Financial Instruments - Presentation; and Section 1535, Capital Disclosures. All three
Sections will be applicable to financial statements relating to fiscal years beginning on or after
October 1, 2007, Accordingly, the Company will adopt the new standards for its fiscal year
beginning January 1, 2008. Section 3862 on financial instruments disclosures, requires the
disclosure of information about: a) the significance of financial instruments for the entity’s
financial position and performance and b) the nature and extent of risks arising from financial
instruments to which the entity is exposed during the period and at the balance sheet date, and
how the entity manages those risks. Section 3863 on the presentation of financial instruments
is unchanged from the presentation requirements included in Section 3861. Section 1535 on
capital disclosures requires the disclosure of information about an entity’s objectives, policies
and processes for managing capital. The Company is currently evaluating the impact of the
adoption of these new Sections on its financial statements. The Company does not expect that
the adoption of this new Section will have a material impact on its financial statements.

Future income taxes

In December 2007, the CICA revised Handbook Sections 1100, Generally Accepted Accounting
Principles, and 3465, Income Taxes, and Accounting Guideline 19 ("AcG-19"}, Disclosures by
Entities Subject to Rate Regulation. As a result the Company is required to remove the
temporary exemption pertaining to the application of Section 1100 to rate regulated operations,
including the elimination of the opportunity to use industry practice as an acceptable basis for
recognition and measurement of assets and liabilities arising from rate regulation. Amendment
to Handbook Section 3465 required the recognition of future income tax assets and liabilities as
well as a separate regulatory asset or liability for the amount of future income taxes expected to
be included in future rates and recovered from or paid to customers. As a result of the changes
to Section 3465, the Company will be required to recognize future income taxes associated with
its rate regulated operations using assets and liability method. The Company will apply the
changes prospectively to its annual financial statements beginning January 1, 2009. The
Company is currently evaluating the impact of the adoption of this new Section on its financial
statements.
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

3. Bank indebtedness

The Company has an authorized line of credit of $2,000,000, bearing interest at prime. There is
no balance outstanding at December 31, 2007 (2006 - $Nil). The line is secured by a general
security agreement representing a first floating charge over all assets whether obtained now or
in the future.

The Company has a credit card facility of $45,000, of which there is no balance outstanding at

December 31, 2007 (2006 - $Nil).

Accounts receivable

2007 2006
$ $
Electrical energy 1,977,265 2,017,029
Other 154,750 115,293
2,132,015 2,132,322
Less allowance for doubtful accounts (71,502) {96,471)
2,060,513 2,035,851

The allowance for doubtful accounts reflects accounts which have been sent to a Credit
Collection Agency for which the likelihood of recovery is small. These amounts are written off

after one year.

Property, plant and equipment

2007 2006
Accumulated Net book Net book
Cost amortization value value
$ $ $ $
Land and land rights 228,982 57,132 171,850 172,313
Buildings 1,902,320 823,814 1,078,506 1,065,323
Distribution stations 3,861,639 2,029,487 1,832,152 1,820,698
Poles and lines 24,261,383 12,240,715 12,020,668 11,703,417
Distribution

Transformers 5,326,064 2,373,118 2,952,946 2,528,861
Distributions meters 2,264,885 1,344,407 920,478 981,243
Others 4,407,508 3,326,657 1,080,851 1,132,131
42,252,781 22,195,330 20,057,451 19,403,986
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

6. Regulatory assets/(liability)

2007 2006
$ $
Variance accounts, beginning year 2,291,016 3,555,924
Current year regulated interest (29,538) 56,340
Cuirent year change in
Deferred payments in lieu of taxes - 69,967
Current year deferred charges - 30,415
Current year regulated settlement
Variances (favourable)/unfavourable 174,123 (1,421,630}
2,435,601 2,291,016
Less recoveries to date (2,971,512) (2,113,525)
{535,911) 177,491
Less provision {271,632) -
Ending_rgjulatory assets/ (liability) {807,543) 177,491
Settlement variances and interest (1,213,192) (1,349,204)
Peferred charges and interest 271,632 263,174
Deferred charge provision (271,632) -
Recoverable variances and interest 3,377,161 3,377,046
Recoveries to date (2,971,512) (2,113,525)
Ending regulatory assets/ (liability) {807,543) 177,451
Interest included in the end regulatory assets balances 46,044 75,582

Regulatory Assets consist of differences between the amounts owed to the Independent
Electricity System Operator ("IESO") and the amounts billed to customers and retailers
(Settlement Variances) and expenses deferred for consideration by the Ontario Energy Board
("OEB") for recovery in future rates (deferred charges).

In April, 2006 the Ontaric Energy Board approved for recovery in rates, all Regulatory Asset
balances as of December 31, 2004 (excluding deferred payments in lieu of taxes) and the
associated regulated interest. A total of $3,377,161 has been approved for recovery in rates of
which $2,971,512 has been collected as of December 31, 2007. The balance of $405,649 is
scheduled for recovery between January 2008 and April 2008. As a result of obtaining final
approval in 2006 to include transition costs and pre-market opening energy variances in rates,
the previous provision of $1,161,290 was reversed in the prior year. Settlement variances
incurred since January 1, 2005 totaling $1,213,192 are not reflected in current rates. Deferred
charges incurred since January 1, 2005 totaling $271,632 are also not in current rates. As the
recoverability of deferred charges is uncertain at this time, management has set up a reserve
for the full amount of these variances. However, management expects that afl Regulatory
Assets will be reflected in future rate approvals by the OEB.

In the absence of rate regulation, GAAP would require that the cost of power {including
regulated settiement variances) be expensed as incurred. Deferred charges would also be
expensed as incurred and regulated interest amounts would be reversed. In the absence of rate
regulation, cost of power would be $174,123 higher in 2007 ($1,421,630 lower in 2006},
interest income would be $29,538 higher in 2007 ($56,340 lower in 2006), and administrative
expense would be $30,415 higher in 2006. The net effect, in the absence of rate regulation, is a
pre-tax decrease in net income of $144,585 for 2007 ($1,334,875 pre-tax increase in net
income in 2006).

Page 10




Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

7.

Conservation demand management/smart meters

The Ontario Minster of Energy has mandated a new design for the energy sector, where reliable
and affordable delivery of power is provided in a way that does not threaten the environment.
The government through the OEB has developed a method of promoting both demand side
management (sustained reductions in energy use) and demand response (short-term reduction
in peak energy demand).

The Ontaric Government beginning March 1, 2005 permitted Distributors to apply to the OEB for
an investment in conservation demand management. An investment plan of $694,106 in
Conservation Demand expenditures filed by Welland Hydro was approved and all funds have
been collected from customers. During the year the Company made expenditures of $446,847
to bring total expenditures to date to $694,106 completing this program.

The Province of Ontario has committed to have smart electricity meters installed in ali homes
and small businesses by the end of 2010. In the 2006 Generic Decision {EB-2005-0529) the
OEB allowed a prefiminary smart metering rate adder to provide initial funding for smart meter
investment and to help smooth potential rate impacts. This rate adder became effective May 1,
2006. During the year the Company collected $70,099 (2006 - $39,894) from customers for
smart metering and made $14,070 in expenditures (2006 - $Nit). Interest charges incurred on
the liability were $3,099 in 2007 (2006 - $465).

Pension agreement

The Company provides a pension plan for its employees through the Ontaric Municipal
Empioyees Retirement System ("OMERS”). OMERS is a multi-employer pension plan which
operates as the Ontario Municipal Employees Retirement Fund (“the Fund®) and provides
pensions for employees of Ontario municipalities, local boards, public utilities, and school
boards. The Fund is a contributory defined benefit pension plan, which is financed by equal
contributions from participating employers and employees, and by the investment earnings of
the Fund. As the Company is only liable for the contributions, defined contribution account is
used by the Company. The Company’s contribution for employees’ current service for the year
ended December 31, 2007 was $186,017 (2006 - $172,261).

Due from/(to) related parties and related party transactions

Welland Hydro-Electric System Corp. provides overall business and strategic planning through
its Board of Directors and will negotiate on behalf of Welland Hydro Energy Services Corp. and
Welland Hydro-Electric Holdings Corp. other corporate programs such as risk management. The
Company maintains its liability insurance through the Municipal Electric Assoclation Reciprocal
Insurance Exchange.

Amounts due from/{to) related parties at December 31 are as follows:

2007 2006
$ $

Welland Hydro Energy Services Corp.

Accounts payable {8,625) (2,548)

Loan receivable - 28,927

Note receivable 1 1
Welland WIFI Corp. 1,280 1,280
Weiland Hydro-Electric Holding Corp. 1,919 12,080
City of Welland - accounts receivable 142,912 83,976

137,487 123,716
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

9. Due from/(to) related parties and related party transactions (continued)

The following amounts were invoiced to related parties in the normal course of operations:

2007 2006
$ $

City of Welland

Energy (at commercial rates) 940,061 902,517

Rent 18,906 10,223
Welland Hydro Energy Services Corp.

Rent - 2,400

Interest 2,324 2,370
Streetlight/sentinel maintenance and admin 193,234 154,515

1,154,525 1,072,025

The Company has entered into a service level agreement with Welland Hydro Energy Services
Corp. The Company is to provide services related to customer billing and collection, accounting
and administration at a 7% premium above the actual costs incurred.

The following expenses with the City of Welland were incurred in the regular course of

operations:
2007 2006
$ $
Property taxes and other taxes 91,052 91,204
Leases and miscellaneous 6,202 7,550
Water 6,823 2,601
Interest 843,747 562,500

947,824 663,855

10. Note payable

The note is due to the City of Welland and bears interest at 6.25% effective May 1, 2006. Itis
due 12 months after official demand by the City.
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Welland Hydro-Electric System Corp.

Notes to the financial statements
December 31, 2007

11.

Employee future benefits

The Company pays certain medical and life insurance benefits to age 65 on behalf of its retired
employees. The Company recognizes these post-retirement costs in the period in which
employees' services were rendered. The accrued benefit liability at December 31, 2007 of
$1,533,486 (2006 - $1,487,346) and the expense for the year ended December 31, 2007 was
determined by actuarial valuation using a discount rate of 5.0% (2006 - 5.0%).

Information regarding the defined benefit plan of the Company is as follows:

2007 2006
$ $

Total accrued benefit liability, start of year 1,487,346 1,442,081
Current service cost 33,612 32,016
Interest cost 76,042 74,118
Amortization of actuarial loss 7,031 7,031
Benefits paid for the period (70,545) (67,900)
Total accrued benefit liability, end of year 1,533,486 1,487,346
Projected accrued benefit obligation, end of year 1,561,611 1,522,503
Unamortized actuarial loss {28,125) (35,157)
Current portion 70,545 70,545
Long-term portion 1,462,941 1,416,801

1,533,486 1,487,346

The main actuarial assumptions utilized for the valuation are as foliows:

General inflation - future general inflation levels, as measured by the changes in the Consumer

Price Index, were assumed at 2% in 2007 and thereafter.

Discount (interest) rate - the obligation as at January 1, 2007 of the present value of future
liabilities and the expense for the year ended December 31, 2007 were determined using a
discount rate of 5%. This corresponds to the assumed CPI rate plus an assumed real rate of
return of 3%. The projected liability at December 31, 2007 was determined using a discount

rate of 5%.

Salary levels - future general salary and wage levels were assumed fo increase at 3.1% per

annum.

Medical costs- medical costs were assumed to increase at the CPI rate plus a further increase of

10% in 2007, decreasing to 5% by 2012.

Dental costs - dental cost were assumed to increase at the CPI rate plus a further increase of

5% in 2007 and thereafter.

Sensitivity analysis - assumed health care cost trend rates have a significant effect on the
amounts reported for health care plans. A one-percentage-point change in assumed health care

cost trend rates have the following effects for 2007

Increase

Accrued benefit obligation, end of period

$
97,000
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Welland Hydro-Electric System Corp.

Notes to the financial statements

December 31, 2007
12. Changes in non-cash working capital components
2007 2006
$ $
Accounts receivable (24,662) (561,597)
Accounts receivable - unbilled revenue 209,051 {289,736)
IESO receivable - 76,343
Inventories {31,728) 75,430
Prepaid expenses (76,062) 123
Accounts payable and accrued liabilities (660,069) (664,149)
Customer deposits-current portion 163,226 183,955
Current portion - liability for future employee benefits - 2,645
Smart Meter program 59,128 40,359
Conservation demand management {446,847) 114,917
Other current liabilities 4,245 (1,681,364)
{803,718) (2,703,074)
13. Share capital
2007 2006
$ $
Authorized
Unlimited number of common shares
Issued
1,000 common shares 12,953,180 12,053,180
14, Contingencies

Griffith et al. v. Toronto Hydro-Electric Commission et al.

This action has been brought under the Class Proceedings Act, 1992. The plaintiff class seeks
$500 million in restitution for amounts paid to Toronto Hydro and to other Ontario municipal
electric utilities ("LDCs”) who received late payment penalties which constitute interest at an
effective rate in excess of 60% per year, contrary to section 347 of the Criminal Code.
Pleadings have closed in this action. The action has not yet been certified as a class action and
no discoveries have been held, as the parties were awaiting the outcome of a similar
proceedings brought against Enbridge Gas Distribution Inc. (formerly Consumers Gas).

On April 22, 2004, the Supreme Court of Canada released a decision in the Consumers Gas case
rejecting all of the defences which had been raised by Enbridge, although the Court did not
permit the Plaintiff class to recover damages for any period prior to the issuance of the
Statement of Claim in 1994 challenging the validity of late payment penalties. The Supreme

Court remitted the matter back to the Ontario Superior Court of Justice for determination of the
damages. At the end of 2006, a mediation process resulted in the settlement of the damages
pavyable by Enbridge.
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

14,

15.

16.

Contingencies (continued)

After the release by the Supreme Court of Canada of its 2004 decision in the Consumers Gas
case, the plaintiffs in the LDC late payment penalties class action indicated their intention to
proceed with their litigation against the LDCs. To date, no formal steps have been taken to
move the action forward. The electric utilities intend to respond to the action if and when it
proceeds on the basis that the LDCs’ situation may be distinguishable from that of Consumers
Gas.

Welland Hydro collected total late payment penaities of $1,222,985 from and after 1994. No
determination of the portion of these payments which may have constituted interest at an
impermissible rate has been made.

The Corporation participates with the other electrical utilities in Ontario in an agreement to
exchange reciprocal contracts of indemnity through the Municipal Electrical Association
Reciprocal Insurance Exchange. The corporation is liable for additional assessments to the
extent premiums collected and reserves established are not sufficient te cover the cost of claims
and costs incurred.

As of May 1, 2002 in order for the Company to obtain the electricity it requires to distribute to
its customers, the Company was required to provide security to the Independent Electricity
System Operator (IESQ) based on its usage. The security obtained was a letter of credit from a
financial institution, which requires an interest coverage ratio of more than 1.5 and a debt
capitalization ratio of less than 0.5. The letter is in the amount of $2,369,722 and incurs
interest at 0.6% annually.

Future income taxes

The Company follows the income taxes payable method of accounting for income tax. If the
liability method of accounting for income taxes were used, a future tax asset of $2,375,543
would be recorded at December 31, 2007 (2006 - $2,164,629).

Commitments

The Company has an agreement to contribute to the costs of power connections and power lines
in new subdivisions built in the City of Welland. The Company will take over the ownership of
the power distribution equipment in the subdivisions two years after construction is accepted.
The contribution made for the construction in subdivisions in 2007 was $137,723 (2006 -
$15,188). The estimated contribution for 2008 is $25,000.
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Welland Hydro-Electric System Corp.
Notes to the financial statements
December 31, 2007

17. Financial instruments
Fair value

The Company’s recognized financial instruments consist of cash and cash equivalents,
investments, accounts receivable, unbilled revenue, due from related parties, accounts
payables, due to related parties, customer deposits and long term debt.

The fair values of cash and cash equivalents, accounts receivable, due from related parties, due
to related parties, accounts payable and accrued liabilities approximate their carrying amounts
due to their short-term nature. As there is no secondary market for customer deposits, the
calculation of their fair value with appropriate reliability is impractical.

Welland Hydro-Electric System Corp. (“Welland Hydro”) has a Long Term Promissory Note
Payable with the City of Welland (“the City”) in the amount of $13,499,953. The restated
Promissory Note was issued to the City on October 19, 2005 with interest at 6.25% effective
May 1, 2006. There is no “term length” associated with the Promissory Note but the City can
demand payment twelve months after notice has been provided.

In December 2006, Welland Hydro identified the Promissory Note as a Financial Instrument
under the “Other Financial Liabilities” category. In order to determine fair value as at May 1,
2006 comparisons have been made with interest rates from two market sources at that time.
The first is the rate of return on the debt portion of “Cost of Capital” approved by the Ontario
Energy Board. This rate was set at 6.25% to calculate electricity distributor pricing effective
May 1, 2006. The 6.25% rate will remain in effect until 2009 or 2010 for Welland Hydro. The
second comparison rate is the Bank of Canada Chartered Bank Administered Interest Rates -
Prime Business. This rate has been consistently between 6.00% and 6.25% since May, 2006.
Based on similar interest rates available in the market place at the time, the face value of the
promissory note reflects fair value at the time it was issued.

To test the current market place, Welland Hydro obtained a quote on a ten year note with no
principal repayment. Quoted rates were between 5.00% and 5.25%. At this rate, annual
interest expense would be reduced by approximately $135,000 which is well within current
materiality thresholds of $870,000. As a result, no changes have been made to the current
financial statements.

Credit risk

The Company is exposed to credit risk from its customers. However, the Company has a large
number of diverse customers minimizing concentration of credit risk. The Company requires
customers to provide security deposits subject to OEB regulations.

18 Comparative figures
Certain comparative figures have been reclassified to conform to the current classification.
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Welland Hydro-Electric System Corp.

2008 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description

Total

3000-Sales of Electricity

4006-Residential Energy Sales

(8,144,845.19)

4010-Commercial Energy Sales

(237,094.11)

4015-Industrial Energy Sales

(273,292.33)

4020-Energy Sales to Large Users

(3,218,333.56)

4025-Street Lighting Energy Sales

(228,056.92)

4030-Sentinel Lighting Energy Sales

(57,135.44)

4035-General Energy Sales

(2,651,673.25)

4036-General Service > 50 kw

(6,347,122.51)

4055-Energy Sales for Resale

(7,357,724.70)

4062-Billed WMS

(3,072,362.00)

4066-Billed NW

(2,416,581.00)

4068-Billed CN

(2,286,404.00)

3000-Sales of Electricity Total

(36,290,625.00)

3050-Revenues From Services - Distirbution

4080-Distribution Services Revenue

(7,123,753.00)

4082-Retail Services Revenues

(35,174.00)

4084-Service Transaction Requests (STR) Revenues

(2,040.00)

3050-Revenues From Services - Distirbution Total

(7,160,967.00)

3100-Other Operating Revenues

4210-Rent from Electric Property

(149,031.00)

4225-Late Payment Charges (66,000.00)
4235-Miscellaneous Service Revenues (149,455.00)
3100-Other Operating Revenues Total (364,486.00)
3150-Other Income & Deductions
4325-Revenues from Merchandise, Jobbing, Etc. -
4355-Gain on Disposition of Utility and Other Property -
4380-Expenses of Non-Utility Operations -
4390-Miscellaneous Non-Operating Income (19,020.00)
3150-Other Income & Deductions Total (19,020.00)

3200-Investment Income

4405-Interest and Dividend Income

(205,950.00)

3200-Investment Income Total

(205,950.00)
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3350-Power Supply Expenses
4705-Power Purchased 28,515,278.00
4708-Charges-WMS 3,072,362.00
4710-Cost of Power Adjustments -
4714-Charges-NW 2,416,581.00
4716-Charges-CN 2,286,404.00
4720-Other Power Expenses -
4730-Rural Rate Assistance Expense -
3350-Power Supply Expenses Total 36,290,625.00
3500-Distribution Expenses - Operation
5005-Operation Supervision and Engineering 83,862.00
5010-Load Dispatching 76,867.00
5012-Station Buildings and Fixtures Expense 11,973.00
5014-Transformer Station Equipment - Operation Labour -
5015-Transformer Station Equipment - Operation Supplies and Expenses -
5016-Distribution Station Equipment - Operation Labour 15,552.00
5017-Distribution Station Equipment - Operation Supplies and Expenses 112,565.00
5020-Overhead Distribution Lines and Feeders - Operation Labour 87,931.00
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 168,573.00
5030-Overhead Subtransmission Feeders - Operation 76,052.00
5035-Overhead Distribution Transformers- Operation 13,853.00
5040-Underground Distribution Lines and Feeders - Operation Labour 138,440.00
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 26,409.00
5050-Underground Substation Feeders 42,382.00
5055-Underground Distribution Transformers - Operation 13,200.00
5065-Meter Expense 312,698.00
5070-Customer Premises - Operation Labour 7,606.00
5075-Customer Premises - Materials and Expenses -
5085-Miscellaneous Distribution Expense 167,742.00
5095-Overhead Distribution Lines and Feeders - Rental Paid 21,966.00
5096-Other Rent -
3500-Distribution Expenses - Operation Total 1,377,671.00
3550-Distribution Expenses - Maintenance
5105-Maintenance Supervision and Engineering 85,144.00
5110-Maintenance of Buildings and Fixtures - Distribution Stations 18,022.00
5114-Maintenance of Distribution Station Equipment 16,627.00
5120-Maintenance of Poles, Towers and Fixtures 45,281.00
5121-Maintenance of Subtrans 11,980.00
5125-Maintenance of Overhead Conductors and Devices 162,406.00
5126-Maintanance of Overhead Subtrans 66,512.00
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5130-Maintenance of Overhead Services 181,594.00
5135-Overhead Distribution Lines and Feeders - Right of Way 204,588.00
5145-Maintenance of Underground Conduit 22,548.00
5150-Maintenance of Underground Conductors and Devices 143,766.00
5151-Maintenance Emergency 20,728.00
5155-Maintenance of Underground Services 56,898.00
5160-Maintenance of Line Transformers 91,046.00
5175-Maintenance of Meters 3,701.00
5195-Maintenance of Customer Premises 4,994.00
3550-Distribution Expenses - Maintenance Total 1,135,835.00
3650-Billing and Collecting
5305-Supervision -
5310-Meter Reading Expense 129,563.00
5315-Customer Billing 397,246.00
5320-Collecting 332,691.00
5325-Cash Over & Short 12.00
5335-Bad Debt Expense 58,480.00
5340-Miscellaneous Customer Accounts Expenses -
5350-Retail Billing 28,781.00
5360-Retail STR 2,059.00
3650-Billing and Collecting Total 948,832.00
3700-Community Relations
5405-Supervision 39,613.00
5410-Community Relations - Sundry 4,978.00
5415-Energy Conservation 15,000.00
5420-Community Safety Program 7,290.00
5425-Misc Other Programs 111.00
5510-Demonstrating and Selling Expense -
5515-Advertising Expense 10,502.00
5520-Miscellaneous Sales Expense -
3700-Community Relations Total 77,494.00
3800-Administrative and General Expenses
5605-Executive Salaries and Expenses 313,443.00
5610-Management Salaries and Expenses 393,151.00
5615-General Administrative Salaries and Expenses 273,349.00
5620-Office Supplies and Expenses -
5625-Administrative Expense Transferred Credit (194,884.00)
5630-Outside Services Employed 135,000.00
5635-Property Insurance -
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5640-Injuries and Damages -
5645-Employee Pensions and Benefits 111,064.00
5655-Regulatory Expenses 45,800.00
5660-General Advertising Expenses -
5665-Miscellaneous General Expenses 102,054.00
5675-Maintenance of General Plant -
5680-Electrical Safety Authority Fees 8,023.00
3800-Administrative and General Expenses Total 1,187,000.00
3850-Amortization Expense
5705-Amortization Expense - Property, Plant, and Equipment 1,718,187.02
3850-Amortization Expense Total 1,718,187.02
3900-Interest Expense
6005-Interest on Long Term Debt 843,746.00
6030-Interest on Debt to Associated Companies -
6035-Other Interest Expense 38,400.00
3900-Interest Expense Total 882,146.00
3950-Taxes Other Than Income Taxes
6105-Taxes Other Than Income Taxes 25,792.00
3950-Taxes Other Than Income Taxes Total 25,792.00
4000-Income Taxes
6110-Income Taxes 203,779.93
4000-Income Taxes Total 203,779.93
4100-Extraordinary & Other Items
6205-Donations 12,000.00
6215-Penalties -
6310-Extraordinary Deductions (271,632.24)
4100-Extraordinary & Other Items Total (259,632.24)
Net Income (453,318.29)
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Account Description Total

1050-Current Assets

1005-Cash 5,744,085.20
1010-Cash Advances and Working Funds -
1011-Blank -
1020-Interest Special Deposits -
1040-Other Special Deposits 602,582.12
1070-Investments -
1100-Customer Accounts Receivable 2,031,411.52
1102-Accounts Receivable - Services (4,469.22)
1104-Accounts Receivable - Recoverable Work 240,700.91
1105-Accounts Receivable - Merchandise, Jobbing, etc. -
1110-Other Accounts Receivable (24,390.69)
1120-Accrued Utility Revenues 5,397,407.00
1130-Accumulated Provision for Uncollectible Accounts--Credit (71,502.02)
1140-Interest and Dividends Receivable 23,437.50
1150-Rents Receivable -
1180-Prepayments 10,929.00
1182-Prepaid Property Taxes -
1200-Accounts Receivable from Associated Companies (6,705.00)

1208-Due to/from CS-City

1210-Notes Receivable from Associated Companies

1050-Current Assets Total

13,943,486.32

1100-Inventory

1330-Plant Materials and Operating Supplies

493,452.00

1305-Fuel Stock

1350-Other Materials and Supplies

1100-Inventory Total

493,452.00

1150-Non-Current Assets

1405-Long Term Investments in Non-Associated Companies

1410-Other Special or Collateral Funds

1460-Other Non-Current Assets

1150-Non-Current Assets Total

1200-Other Assets and Deferred Charges

1508-Other Regulatory Assets

269,090.20

1518-RCVARetail

1525-Miscellaneous Deferred Debits

13,087.58

1548-RCVASTR

1550-LV Variance Account

1555-Smart Meters Capital Variance Account

(101,652.00)

1556-Smart Meters OM&A Variance Account
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1562-Deferred Payments in Lieu of Taxes

2,089.49

1565-Conservation and Demand Management Expenditures and Recoveries

1566-CDM Contra Account

1570-Qualifying Transition Costs

1571-Pre-market Opening Energy Variance

1572-Extraordinary Event Costs

1580-RSVAWMS

(921,786.85)

1582-RSVAONE-TIME 42,493.53
1584-RSVANW 441,051.18
1586-RSVACN 193,039.04

1588-RSVAPOWER

1589-Reserve for Non RSVA Variances

(186,735.18)

1590-Recovery of Regulatory Asset Balances

1200-Other Assets and Deferred Charges Total

(249,323.01)

1450-Distribution Plant

1805-Land 158,686.06
1806-Land Rights 70,296.15
1808-Buildings and Fixtures 96,567.70
1810-Leasehold Improvements -
1815-Transformer Station Equipment - Normally Primary above 50 kV -
1820-Distribution Station Equipment - Normally Primary below 50 kV 4,011,639.00
1825-Storage Battery Equipment -
1830-Poles, Towers and Fixtures 3,581,723.48
1835-Overhead Conductors and Devices 11,941,204.82
1840-Underground Conduit 276,369.75
1845-Underground Conductors and Devices 10,522,550.55
1850-Line Transformers 6,081,090.51
1855-Services 245,893.24
1860-Meters 2,284,885.14
1870-Leased Property Customer Premises 8,009.60

1450-Distribution Plant Total

39,278,916.00

1500-General Plant

1905-Land

1906-Land Rights

1,880,751.90

1908-Buildings and Fixtures

1915-Office Furniture and Equipment 249,618.79
1920-Computer Equipment - Hardware 369,060.47
1925-Computer Software 611,256.59
1930-Transportation Equipment 1,594,744.81
1935-Stores Equipment 30,023.30
1940-Tools, Shop and Garage Equipment 319,681.22
1945-Measurement and Testing Equipment 166,690.43
1950-Power Operated Equipment -
1955-Communication Equipment 175,717.75
1960-Miscellaneous Equipment 292,628.71
1970-Load Management Controls - Customer Premises -
1980-System Supervisory Equipment 1,063,152.99

1995-Contributions and Grants - Credit

(1,555,492.42)
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| 1500-General Plant Total

5,197,834.54

1550-Other Capital Assets

2055-Construction Work in Progress--Electric

2060-Electric Plant Acquisition Adjustment

2070-Other Utility Plant

1550-Other Capital Assets Total

1600-Accumulated Amortization

2105-Accum. Amortization of Electric Utility Plant - Property, Plant, & Equipment

(23,913,516.55)

2160-Accumulated Amortization of Other Utility Plant

1600-Accumulated Amortization Total

(23,913,516.55)

| Total Assets

34,750,849.30 |

1650-Current Liabilities
2205-Accounts Payable 244,645.42
2208-Customer Credit Balances 17,379.59
2210-Current Portion of Customer Deposits 602,582.12
2211-Deposits RSP -
2215-Deposits Work Orders -
2220-Miscellaneous Current and Accrued Liabilities 3,797,181.30
2240-Accounts Payable to Associated Companies -
2250-Debt Retirement Charges( DRC) Payable 227,602.63
2290-Commodity Taxes -
2292-Payroll Deductions / Expenses Payable -
2294-Accrual for Taxes, Payments in Lieu of Taxes, Etc. -
2264-Employee Future Benefits-Short Term 70,545.00
1650-Current Liabilities Total 4,959,936.06
1700-Non-Current Liabilities
2306-Employee Future Benefits 1,509,081.37
2310-Vested Sick Leave Liability
2320-Other Miscellaneous Non-Current Liabilities -
2335-Long Term Customer Deposits 426,735.45
2350-Future Income Tax - Non-Current -
2405-Other Regulatory Liabilities 6,539.71
2406-Defer'd PILS Rev -
2425-Other Deferred Credits -
1700-Non-Current Liabilities Total 1,942,356.53
1800-Long-Term Debt
2550-Advances from Associated Companies 13,499,952.65
1800-Long-Term Debt Total 13,499,952.65
1850-Shareholders' Equity
3005-Common Shares Issued 12,953,179.69
3010-Contributed Surplus 2,714,448.08
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3030-Miscellaneous Paid-In Capital 630,158.00
3045-Unappropriated Retained Earnings -
3046-Balance Transferred From Income 453,318.29

3049-Dividends Payable-Common Shares

(2,402,500.00)

1850-Shareholders' Equity Total

14,348,604.06

| Total Liabilities & Shareholder's Equity

34,750,849.30 |

| Balance Sheet Total

0.00 |
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Welland Hydro-Electric System Corp.

2009 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description

Total

3000-Sales of Electricity

4006-Residential Energy Sales

(8,412,120.33)

4010-Commercial Energy Sales

(244,874.41)

4015-Industrial Energy Sales

(282,260.49)

4020-Energy Sales to Large Users

(3,323,943.98)

4025-Street Lighting Energy Sales

(235,540.66)

4030-Sentinel Lighting Energy Sales

(59,010.35)

4035-General Energy Sales

(2,738,688.57)

4036-General Service > 50 kw

(6,555,404.93)

4055-Energy Sales for Resale

(7,599,170.28)

4062-Billed WMS

(3,080,760.00)

4066-Billed NW

(2,335,966.00)

4068-Billed CN

(2,306,110.00)

3000-Sales of Electricity Total

(37,173,850.00)

3050-Revenues From Services - Distirbution

4080-Distribution Services Revenue

(7,165,872.00)

4082-Retail Services Revenues

(35,174.00)

4084-Service Transaction Requests (STR) Revenues

(2,040.00)

3050-Revenues From Services - Distirbution Total

(7,203,086.00)

3100-Other Operating Revenues

4210-Rent from Electric Property

(149,031.00)

4225-Late Payment Charges

(66,000.00)

4235-Miscellaneous Service Revenues

(149,455.00)

3100-Other Operating Revenues Total

(364,486.00)

3150-Other Income & Deductions

4325-Revenues from Merchandise, Jobbing, Etc.

4355-Gain on Disposition of Utility and Other Property

4380-Expenses of Non-Utility Operations

4390-Miscellaneous Non-Operating Income

(19,020.00)

3150-Other Income & Deductions Total

(19,020.00)

3200-Investment Income

4405-Interest and Dividend Income

(162,850.00)

3200-Investment Income Total

(162,850.00)
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3350-Power Supply Expenses
4705-Power Purchased 29,451,014.00
4708-Charges-WMS 3,080,760.00
4710-Cost of Power Adjustments -
4714-Charges-NW 2,335,966.00
4716-Charges-CN 2,306,110.00
4720-Other Power Expenses -
4730-Rural Rate Assistance Expense -
3350-Power Supply Expenses Total 37,173,850.00
3500-Distribution Expenses - Operation
5005-Operation Supervision and Engineering 86,349.00
5010-Load Dispatching 79,101.00
5012-Station Buildings and Fixtures Expense 12,268.00
5014-Transformer Station Equipment - Operation Labour -
5015-Transformer Station Equipment - Operation Supplies and Expenses -
5016-Distribution Station Equipment - Operation Labour 17,676.00
5017-Distribution Station Equipment - Operation Supplies and Expenses 115,650.00
5020-Overhead Distribution Lines and Feeders - Operation Labour 99,596.00
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 181,766.00
5030-Overhead Subtransmission Feeders - Operation 85,777.00
5035-Overhead Distribution Transformers- Operation 14,131.00
5040-Underground Distribution Lines and Feeders - Operation Labour 157,335.00
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 27,295.00
5050-Underground Substation Feeders 47,806.00
5055-Underground Distribution Transformers - Operation 13,444.00
5065-Meter Expense 339,287.00
5070-Customer Premises - Operation Labour 8,644.00
5075-Customer Premises - Materials and Expenses -
5085-Miscellaneous Distribution Expense 188,506.00
5095-Overhead Distribution Lines and Feeders - Rental Paid 22,405.00
5096-Other Rent -
3500-Distribution Expenses - Operation Total 1,497,036.00
3550-Distribution Expenses - Maintenance
5105-Maintenance Supervision and Engineering 95,673.00
5110-Maintenance of Buildings and Fixtures - Distribution Stations 18,933.00
5114-Maintenance of Distribution Station Equipment 18,397.00
5120-Maintenance of Poles, Towers and Fixtures 50,587.00
5121-Maintenance of Subtrans 13,469.00
5125-Maintenance of Overhead Conductors and Devices 180,518.00
5126-Maintenance of Overhead Subtrans 74,124.00




Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 1
Tab 3
Schedule 2
Appendix |
Page 3 of 8
Filed: August 15, 2008
5130-Maintenance of Overhead Services 199,717.00
5135-Overhead Distribution Lines and Feeders - Right of Way 209,200.00
5145-Maintenance of Underground Conduit 23,977.00
5150-Maintenance of Underground Conductors and Devices 158,122.00
5151-Maintenance Emergency 22,969.00
5155-Maintenance of Underground Services 62,433.00
5160-Maintenance of Line Transformers 93,606.00
5175-Maintenance of Meters 3,813.00
5195-Maintenance on Customer Premises 5,676.00
3550-Distribution Expenses - Maintenance Total 1,231,214.00
3650-Billing and Collecting
5305-Supervision -
5310-Meter Reading Expense 132,554.00
5315-Customer Billing 409,365.00
5320-Collecting 345,711.00
5325-Cash Over & Short 50.00
5335-Bad Debt Expense 59,650.00
5340-Miscellaneous Customer Accounts Expenses -
5350-Retail Billing 30,725.00
5360-Retail STR 2,119.00
3650-Billing and Collecting Total 980,174.00
3700-Community Relations
5405-Supervision 40,800.00
5410-Community Relations - Sundry 5,536.00
5415-Energy Conservation 95,274.00
5420-Community Safety Program 6,500.00
5425-Misc Other Programs 100.00
5510-Demonstrating and Selling Expense -
5515-Advertising Expense 11,457.00
5520-Miscellaneous Sales Expense -
3700-Community Relations Total 159,667.00
3800-Administrative and General Expenses
5605-Executive Salaries and Expenses 327,398.00
5610-Management Salaries and Expenses 403,669.00
5615-General Administrative Salaries and Expenses 283,123.00
5620-Office Supplies and Expenses -
5625-Administrative Expense Transferred Credit (215,178.00)
5630-Outside Services Employed 146,700.00
5635-Property Insurance -
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5640-Injuries and Damages -
5645-Employee Pensions and Benefits 117,300.00
5655-Regulatory Expenses 66,500.00
5660-General Advertising Expenses -
5665-Miscellaneous General Expenses 108,070.00
5675-Maintenance of General Plant -
5680-Electrical Safety Authority Fees 8,263.00
3800-Administrative and General Expenses Total 1,245,845.00
3850-Amortization Expense
5705-Amortization Expense - Property, Plant, and Equipment 1,721,827.03
3850-Amortization Expense Total 1,721,827.03
3900-Interest Expense
6005-Interest on Long Term Debt 843,746.00
6030-Interest on Debt to Associated Companies -
6035-Other Interest Expense 38,400.00
3900-Interest Expense Total 882,146.00
3950-Taxes Other Than Income Taxes
6105-Taxes Other Than Income Taxes 27,730.00
3950-Taxes Other Than Income Taxes Total 27,730.00
4000-Income Taxes
6110-Income Taxes 696.72
4000-Income Taxes Total 696.72
4100-Extraordinary & Other Items
6205-Donations 12,000.00
6215-Penalties -
6310-Extraordinary Deductions -
4100-Extraordinary & Other Items Total 12,000.00
Net Income 8,893.75
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Account Description Total

1050-Current Assets

1005-Cash 4,577,485.33
1010-Cash Advances and Working Funds -
1011-Blank -
1020-Interest Special Deposits -
1040-Other Special Deposits 602,582.12
1070-Investments -
1100-Customer Accounts Receivable 2,072,039.75
1102-Accounts Receivable - Services (4,469.22)
1104-Accounts Receivable - Recoverable Work 240,700.91
1105-Accounts Receivable - Merchandise, Jobbing, etc. -
1110-Other Accounts Receivable (24,390.69)
1120-Accrued Utility Revenues 5,499,629.09
1130-Accumulated Provision for Uncollectible Accounts--Credit (71,502.02)
1140-Interest and Dividends Receivable 23,437.50
1150-Rents Receivable -
1180-Prepayments 11,256.87
1182-Prepaid Property Taxes -
1200-Accounts Receivable from Associated Companies (6,705.00)

1208-Due to/from CS-City

1210-Notes Receivable from Associated Companies

1050-Current Assets Total

12,920,064.64

1100-Inventory

1330-Plant Materials and Operating Supplies

508,255.56

1305-Fuel Stock

1350-Other Materials and Supplies

1100-Inventory Total

508,255.56

1150-Non-Current Assets

1405-Long Term Investments in Non-Associated Companies

1410-Other Special or Collateral Funds

1460-Other Non-Current Assets

1150-Non-Current Assets Total

1200-Other Assets and Deferred Charges

1508-Other Regulatory Assets

211,894.22

1518-RCVAREetail

1525-Miscellaneous Deferred Debits

10,311.40

1548-RCVASTR

1550-LV Variance Account

1555-Smart Meters Capital Variance Account

(101,652.00)

1556-Smart Meters OM&A Variance Account

1562-Deferred Payments in Lieu of Taxes

1,971.17
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1565-Conservation and Demand Management Expenditures and Recoveries

1566-CDM Contra Account

1570-Qualifying Transition Costs

1571-Pre-market Opening Energy Variance

1572-Extraordinary Event Costs

1580-RSVAWMS

(959,049.60)

1582-RSVAONE-TIME 44,088.57
1584-RSVANW 457,901.63
1586-RSVACN 200,549.17

1588-RSVAPOWER

(191,961.81)

1589-Reserve for Non RSVA Variances

1590-Recovery of Regulatory Asset Balances

1200-Other Assets and Deferred Charges Total

(325,947.25)

1450-Distribution Plant

1805-Land 158,686.06
1806-Land Rights 70,296.15
1808-Buildings and Fixtures 96,567.70
1810-Leasehold Improvements -
1815-Transformer Station Equipment - Normally Primary above 50 kV -
1820-Distribution Station Equipment - Normally Primary below 50 kV 4,311,639.00
1825-Storage Battery Equipment -
1830-Poles, Towers and Fixtures 4,241,723.48
1835-Overhead Conductors and Devices 12,083,704.82
1840-Underground Conduit 429,369.75
1845-Underground Conductors and Devices 10,720,550.55
1850-Line Transformers 6,637,590.51
1855-Services 260,893.24
1860-Meters 2,304,885.14
1870-Leased Property Customer Premises 8,009.60

1450-Distribution Plant Total

41,323,916.00

1500-General Plant

1905-Land

1906-Land Rights

1,880,751.90

1908-Buildings and Fixtures

1915-Office Furniture and Equipment 269,118.79
1920-Computer Equipment - Hardware 397,560.47
1925-Computer Software 646,256.59
1930-Transportation Equipment 1,594,744.81
1935-Stores Equipment 30,023.30
1940-Tools, Shop and Garage Equipment 334,681.22
1945-Measurement and Testing Equipment 171,690.43
1950-Power Operated Equipment -
1955-Communication Equipment 175,717.75
1960-Miscellaneous Equipment 852,628.71
1970-Load Management Controls - Customer Premises -
1980-System Supervisory Equipment 1,063,152.99

1995-Contributions and Grants - Credit

(1,705,492.42)
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| 1500-General Plant Total

5,710,834.54

1550-Other Capital Assets

2055-Construction Work in Progress--Electric

2060-Electric Plant Acquisition Adjustment

2070-Other Utility Plant

1550-Other Capital Assets Total

1600-Accumulated Amortization

2105-Accum. Amortization of Electric Utility Plant - Property, Plant, & Equipment

(25,635,343.58)

2160-Accumulated Amortization of Other Utility Plant

1600-Accumulated Amortization Total

(25,635,343.58)

| Total Assets

34,501,779.91 |

1650-Current Liabilities
2205-Accounts Payable 251,881.78
2208-Customer Credit Balances 17,379.59
2210-Current Portion of Customer Deposits 602,582.12
2211-Deposits RSP -
2215-Deposits Work Orders -
2220-Miscellaneous Current and Accrued Liabilities 3,903,629.30
2240-Accounts Payable to Associated Companies -
2250-Debt Retirement Charges( DRC) Payable 227,602.63
2290-Commodity Taxes -
2292-Payroll Deductions / Expenses Payable -
2294-Accrual for Taxes, Payments in Lieu of Taxes, Etc. -
2264-Employee Future Benefits-Short Term 70,545.00
1650-Current Liabilities Total 5,073,620.42
1700-Non-Current Liabilities
2306-Employee Future Benefits 1,5655,221.37
2310-Vested Sick Leave Liability -
2320-Other Miscellaneous Non-Current Liabilities -
2335-Long Term Customer Deposits 426,735.45
2350-Future Income Tax - Non-Current -
2405-Other Regulatory Liabilities 6,539.71
2406-Defer'd PILS Rev -
2425-Other Deferred Credits -
1700-Non-Current Liabilities Total 1,988,496.53
1800-Long-Term Debt
2550-Advances from Associated Companies 13,499,952.65
1800-Long-Term Debt Total 13,499,952.65
1850-Shareholders' Equity
3005-Common Shares Issued 12,953,179.69
3010-Contributed Surplus 3,167,766.37
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3030-Miscellaneous Paid-In Capital 630,158.00
3045-Unappropriated Retained Earnings -
3046-Balance Transferred From Income (8,893.75)

3049-Dividends Payable-Common Shares

(2,802,500.00)

1850-Shareholders' Equity Total

13,939,710.31

| Total Liabilities & Shareholder's Equity

34,501,779.91 |

| Balance Sheet Total

0.00 |
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1 RECONCILIATION BETWEEN PRO FORMA STATEMENTSAND REVENUE
2 DEFICIENCY STATEMENTS:
3  Waéland Hydro advises that because the 2007 Audited Financial Statements do not vary from the
4  regulatory financia results filed in this Application, a reconciliation between the financia
5 statements and financial results filed has not been provided. However, as aresult of differences
6 between deemed and actual interest expense and an extraordinary gain in 2008 the following
7  chart provides a reconciliation between the 2008 and 2009 Pro Forma Statements and the
8 Revenue Deficiency Statements.
9

WELLAND HYDRO ELECTRIC SYSTEM CORP.

NET INCOME RECONCILIATION

2008 2009
Bridge Yr Test Yr
%) $

[Net Income per Income Statement [ 453,318.29] -8,893.75]

Less Extra Ordinary Gain (No Effect on Taxes) -271,632.24 0.00

Less Interest Expense Deemed vs Actual -66,710.52

Add Interest Expense Deemed vs Actual 598.61 0.00

Add Donations 12,000.00]  12,000.00

10 [NetIncome per Revenue Deficiency [ 194,284.66] -63,604.27]

11
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INFORMATION ON AFFILIATES:

The Welland Hydro Energy Services Corp. (“Welland Energy”) 2007 Annual Report, is
included in Appendix J to this schedule. This subsidiary is involved mainly in Street Light
Maintenance and Sentinel Lights.

Welland Wifi is a wholly-owned subsidiary of Welland Energy. Welland Wifi currently offers
free internet access at seven “hot spots’ located in the City of Welland. Capital and operating
expenses have been 100% funded by the City of Welland.
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COPY OF WELLAND HYDRO ENERGY SERVICES CORP.

2007 ANNUAL REPORT
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De I o i tte & Deloitte & Touche LLP

1005 Skyview Drive
Suite 202

Burlington ON L7P 5B1
Canada

Tel: 905-323-6000
Fax: 905-323-6001
www . deloitte.ca

Auditors’ report

To the Board of Directors of
Welland Hydro Energy Services Corp.

We have audited the non-consolidated balance sheet of Welland Hydro Energy Services Corp. as at
December 31, 2007 and the non-consolidated statements of earnings and retained earnings and of cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these non-consolidated financial statements present fairly, in all material respects, the

financial position of the Company as at December 31, 2007 and the results of its operations and its cash
flows for the year then ended in accordance with Canadian generally accepted accounting principles.

Noloctte & Touchs LLP

Chartered Accountants
Licensed Public Accountants

March 7, 2008

Member of
Deloitte Touche Tohmatsu




Welland Hydro Energy Services Corp.

Non-consolidated statement of earnings and retained earnings

year ended December 31, 2007

2007 2006
$ $
Service revenue 258,086 201,764
Interest income 204 -
258,290 201,764
Cost of sales 193,234 154,515
Gross margin 65,056 47,249
Expenses
Consulting - 3,000
Bank charges 35 -
Tetephone and supplies - 698
Insurance 3,652 911
Interest 2,324 2,370
Professional fees 5,110 4,995
Rent - 2,400
Amortization 3,245 3,245
14,366 17,618
Earnings before income taxes 50,690 29,630
Provision for income taxes 9,475 549
Net earnings 41,215 29,081
Retained earnings, beginning of year 1,491 (27,590)
Retained earnings, end of year 42,706 1,451
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Welland Hydro Energy Serv1ces Corp.

Non-consolidated balance sheet

as at December 31, 2007
2007 2006
$ $
Assets
Current asset
Cash 25,030 2,393
Accounts receivable - -
Due from related parties (Note 3) 8,633 -
Investment In subsidiary company (Note 5) 8; 26 02;
Property, plant and equipment (Note 4) 22,7
- 56,446 28,421
Liabilities
Current liabilities
Accounts payable and accrued expenses 4,994 -
Income tax payable 8,736 549
13,730 549
Due to related parties (Note 3) - 26,371
13,730 26,920
Shareholder’s equity
Share capital (Note 6) 10 10
Retained earnings 42,706 1,491
42,716 1,501
56,446 28,421

Approved b

Director

7

Page 3




Welland Hydro Energy Services Corp.

Non-consolidated statement of cash flows
year ended December 31, 2007

2007 2006
$ $
Operating activities
Net earnings 41,215 29,081
Item not affecting cash
Amortization 3,245 3,245
Changes in non-cash operating working capital items
Accounts recefvable - 28,991
Accounts payable and accrued liabilities 4,994 (5,571}
Income taxes payable 8,187 549
57,641 £6,295
Financing activities
Change in due to/from related parties (35,004) {53,901)
Investing activities
Investment in subsidiary - (1)
Net change in cash and cash equivalents 22,637 2,393
Cash and cash equivalents, beginning of year 2,393 -
Cash and cash equivalents, end of year 25,030 2,393
Supplemental disclosure of cash flow
Interest paid (Welland Hydro-Electric System Corp.) 2,324 2,370
Payment in lieu of income taxes 1,288 .
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Welland Hydro Energy Services Corp.
Notes to the non-consolidated financial statements
December 31, 2007

1. Nature of operations

welland Hydro Energy Services Corp. (the Campany), is a wholly-owned subsidiary of the
Welland Hydro-Electric System Corp., and was incorporated Juty 1, 2000 under the Business
Corporations Act (Ontario).

The principal business of the corporation is to provide maintenance support for streetlights to
the City of Welland. Sentinel light rentais and expert energy management services are auxiliary
services offered to energy consuming organizations and carporations.

2. Significant accounting policies

The financial statements have been prepared in accordance with Canadian generally accepted
accounting principles (GAAP), except for the investment in the Company’s wholly-owned
subsidiary, Welland WIFI Corporation, which is accounted for at cost. Canadian GAAP requires
the investment in the subsidiary to be recorded using the consolidation method.

The financial statements reflect the following significant accounting policies:

Asset retirement obligations

The Company recognizes the liability for an asset retirement that results from acquisition,
construction, development, or through normal operations. The liability for an asset retirement is
initially recorded at its fair value in the year in which it is incurred and when a reasonable
estimate of fair value can be made. The corresponding cost is capitalized as part of the related
asset and is amortized over the asset's useful life. In subsequent years the liability is adjusted
for changes resulting from the passage of time and revisions to either the timing or the amount
of the original estimate of the undiscounted cash flows. The accretion of the liability to its fair
value as a result of the passage of time is charged to earnings.

Impairment of long-lived assets

Long-lived assets are tested for recoverability whenever events or changes in circumstance
indicate that their carrying amount may not be recoverable. An impairment loss is recognized
when their carrying value exceeds the total undiscounted cash flows expected from their use
and eventual disposition. The amount of the impairment loss is determined as the excess of the
carrying value of the asset aver its fair value.

Property, plant and equipment

Property, plant and equipment are recorded at cost. Amortization is calculated on a straight-line
basis over the useful service life as follows:

Poles and Streetlight equipment 10 years

Payment in lieu of income taxes

Under the Electricity Act, 1998, the Company is required to make payments-in-lieu of corporate
taxes (PILS) to the Ontario Electricity Financial Corporation. These payments are recorded in
accordance with the rules for computing income and taxable capital and other relevant amounts
contained in the Income Tax Act (Canada) and the Corporation Tax Act (Ontarie) and modified
by the Electricity Act, 1998, and related regulations.

The Company accounts for PILS using the liability method. Under the liability method, future
income taxes reflect the net tax effects of temporary differences between the tax basis of assets
and liabilities and their carrying amounts for accounting purposes, as well as for tax losses
available to be carried forward to future years that are more likely than not to be realized.

Page 5




Welland Hydro Energy Services Corp.
Notes to the non-consolidated financial statements
December 31, 2007

2. Significant accounting policies (continued)
Investments

Investments are recorded at cost.

Revenue recognition

Revenue is recognized on the accrual basis, which includes an estimate of unbilled revenue
representing services consumed by customers since the date of each customer’s last biil.

Use of estimates

The preparation of financial statements, in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses, as well as the disclosure of contingent
assets and liabilities at the date of the financial statements. Due to the inherent uncertainty
involved in making such estimates, actual results could differ from estimates recorded in
preparing these financial statements.

3. Due from (to) related parties and related party transactions

Amount due from related parties are as follows:

2007 2006
$ $

Welland Hydro-Electric System Corp. — accounts receivable 8,625 2,548
Welland Hydro-Electric Holding Corp. - accounts receivable i0 10
Welland Hydro-Electric System Corp. — accounts payable (1) (1)
Welland Hydro Energy Services Corp. — accounts payable - (28,927)
Welland Wifi Corp. (1) (1)

8,633 (26,371)

The following charges were incurred with Welland Hydro-Electric System Corp. in the regular
course of operations:

2007 2006
$ $
Rent = 2r400
Interest 2,324 2,370
Streetlight/sentinel maintenance and admin 193,234 154,515
195,558 159,285

Included in revenue for the year were streetlight maintenance charges to the city of Welland
amounting to $216,559 (2006 - $147,594).

Amounts due to and from related parties arose in the normal course of operations. The amounts
are unsecured and have no specified terms of repayment. -

A loan payable of $28,927 bearing interest at 4.59% was repaid to Welland Hydro-Electric
System Corp. during the year.

Page 6




Welland Hydro Energy Services Corp.
Notes to the non-consolidated financial statements
December 31, 2007

4, Property, plant and equipment

2007 2006
Accumulated Net book Net book
Cost depreciation value value
$ $ $ $
Sentinel lights 32,451 9,669 22,782 26,027
5. Investment in subsidiary companies
2007 2006
$ $
Welland Wifi Corp.
1 1

1 common shares

6. Share capital
2007 2006
$ $

Authorized
The Company is authorized to issue an unlimited number of common shares.

Issued

1,000 common shares 10 10

7. Financial instruments

Fair value

The fair values of cash and cash equivalents, accounts receivable, accounts payable and accrued
liabilities approximate their carrying amounts due to their short-term nature.

Credit risk

The Company is exposed to credit risk from its customers. However, the Company has a large
number of diverse customers minimizing caoncentration of credit risk.

pPage 7
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RATE BASE:
Rate Base Overview:

The rate base used for the purpose of calculating the revenue requirement used in this
Application follows the definition used in the 2006 EDR Handbook as an average of the balances
of Net Fixed Assets at the beginning and the end of the 2009 Test Y ear, plus a working capital

allowance, which is 15% of the sum of the cost of power and controllable expenses.

The net fixed assets include those distribution assets that are associated with activities that enable
the conveyance of electricity for distribution purposes. Welland Hydro’s rate base calculation
excludes any non-distribution assets. Controllable expenses include operations and maintenance,

billing and collecting and administration expenses.

Welland Hydro has provided its rate base calculations for the years 2006 Board A pproved, 2006
Actual, 2007 Actual, 2008 Bridge Year and 2009 Test Year in Table 1 below. Welland Hydro
has calculated its 2009 rate base as $27,324,488.

Tablel
Summary of Rate Base
Description i?)?ﬁoovig 2006 Actual Zooiga‘it“a' 200:3(5;dge 2009 Test Year
Gross Fixed Assets 36,394,111 39,972,088 42,252,781 44,476,751 47,034,751
Accumulated Depreciation 17,715,173 20,568,102 22,195,330 23,913,517 25,635,344
Net Book Value 18,678,938 19,403,986 20,057,451 20,563,234 21,399,407
Average Net Book Value 18,532,298 19,180,899 19,730,719 20,310,343 20,981,320
Working Capital 36,180,342 39,557,593 39,666,753 41,017,457 42,287,786
Working Capital Allowance 5,427,051 5,933,639 5,950,013 6,152,619 6,343,168
Rate Base 23,959,349 25,114,538 25,680,732 26,462,961 27,324,488

Welland Hydro has provided a summary of its calculations of the cost of power and controllable
expenses used in the calculations for determining working capital for the years 2006 Board
Approved, 2006 Actua, 2007 Actual, 2008 Bridge Year and 2009 Test Year in Table 2, below.
Details of Welland Hydro’s calculation of its working capital allowance are provided at Exhibit
2, Tab 4, Schedule 1.



[

10
11
12
13
14

15

16
17
18
19

Table2

Welland Hydr o-Electric System Corp.

EB-2008-0247
Exhibit 2
Tab 1
Schedule 1
Page 2 of 6

Filed: August 15, 2008

Summary of Working Capital Calculation

Description /2\?3)?(223 2006 Actual ZOOZ(eA:rtual ZOOieBgidge 2009 Test Year

Cost of Power 32,126,282 36,036,509 35,156,442 36,290,625 37,173,850
Operations 1,105,257 1,122,683 1,213,581 1,377,671 1,497,036
Maintenance 667,983 740,507 926,058 1,135,835 1,231,214
Billing & Collecting 876,162 371,051 937,705 948,832 980,174
Community Relations 115,488 152,851 154,910 77,494 159,667
Administration & General Expense 1,289,011 1,129,472 1,278,057 1,187,000 1,245,845
Penalties 159 4,519 0 0 0
Working Capital 36,180,342 39,557,593 39,666,753 41,017,457 42,287,786

Welland Hydro Distribution System:
Overview:

Welland Hydro owns and operates the electricity distribution system in its licensed service area
in the City of Welland, serving approximately 22,000 Residential, General Service, Large Use,
Street Light, Sentinel Light, and Unmetered Scattered Load customers.

Welland Hydro is supplied through the Hydro One transmission system at a voltage of 27.6 kV.
Electricity is then distributed through Welland Hydro's service area of 86 square kilometres over
109 kilometres of underground cable and 329 kilometres of overhead cable and 10,000 poles.
Welland Hydro delivers electricity at its supply voltage of 27.6 kV and 4.16 kV. Welland Hydro
owns 14 distribution stations stepping voltage down to 4.16 kV. Voltageis further stepped down
in order to supply individual customers though approximately 2,500 transformers.

Smart Meters:

Welland Hydro owns and maintains approximately 22,000 meters installed on its customers
premises for the purpose of measuring consumption of electricity for billing purposes. Meters
vary in type by customer and include meters capable of measuring kWh consumption, kW and

kVA demand as well as hourly interval data. Welland Hydro is not currently approved for the
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installation of Smart Meters as part of the Province of Ontario’s smart meter initiative. These
meters are capable of measuring the quantity and time of day (time-of-use) that the customer
uses eectricity. Welland Hydro is awaiting approval from the OEB to replace existing meters
with smart meters and plans to replace all meters by the end of 2009. Capital costs are estimated
at $4,500,000. None of the capital expenditures or incremental operating costs relating to Smart
Meters has been included in this Application. Welland Hydro plans to submit a separate
application requesting an increase to the current Smart Meter Rate Adder of $.30/mth in the
fourth quarter of 2009.

Capital Planning:

In managing its distribution system assets, Welland Hydro’s main objective is to optimize
performance of the assets at a reasonable cost with due regard for system reliability, safety, and

customer service requirements.

Welland Hydro is near completion of installing a GIS software system along with programs of
pole, infrared, and PCB testing. To date, Welland Hydro has not had a complete asset
management system review conducted. Welland Hydro is in the process of selecting an outside
engineering firm to review its complete distribution system by the end of 2009. Welland Hydro
expects that this review will identify and prioritize areas of the system which require upgrading,
the timing of such expenditures, and the estimated capital commitment required. Currently,
Welland Hydro's engineering department reviews the capital requirements on an annual basis.
This review is based on knowledge of the existing system and results of testing programs. The
Engineering Department also considers input from the Operations Committee and senior
management. Welland Hydro is aware of the need to maintain its distribution system and has set

aminimum capital expenditure target at 10% above depreciation to ensure future reliability.
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The following outlines actual/forecasted capital expenditures made from 2005 to 2009:

2005 Actual $1,775,257
2006 Actual $2,002,021
2007 Actual $2,293,025
2008 Forecast $2,223,970
2009 Forecast $2,558,000

2009 Smart Meters ~ $4,500,000 (not included in rate base/expenses)

The actual average annual capital spending from 2005 to 2007 was $2,023,343. Capita
spending is budgeted at $2,223,970 in 2008 and $2,558,000 in 2009 for an average of $2,390,985
per year. However, 2009 expenditures include $560,000 related to wholesale metering point
requirements. When adjusting for this item, the average capital investment planned over the next
two years is $2,110,985 per year. This amount is in line with the actual average annual
expenditures over the past three years. In addition to the capital needs of the network, Welland
Hydro provides for maintenance planning for the assets. Welland Hydro maintenance practices
and programs are discussed in greater detail in Exhibit 4 — Operating Costs. Both capital
expenditure programs and maintenance programs must take into account the availability of both

Welland Hydro’ s internal manpower and outside contractors.

Welland Hydro budgets for capital expenditures by department of responsibility. The
departmental budgets are broken out by asset group or if large enough by project. A project
number is set up to capture al costs associated with an identified capital project. However, the
total costs within a project maybe charged to the various classes of assets as set out by the OEB.
Changes in Fixed Asset account balances by year are presented in the continuity schedules in
Exhibit 2, Tab 2, Schedule 1. A variance anaysis on Gross Capita and Accumulated
Depreciation balances is provided in Exhibit 2, Tab 2, Schedules 2 through 5. Variances which
exceed the materiality threshold of $194,040 are presented in Exhibit 2, Tab 3, Schedule 1. The
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capital spending portion of the variances are detailed in Exhibit 2, Tab 3, Schedules 2 & 3, in
which capital major capital expenditures by project are identified and outlined.

In addition, Welland Hydro has enclosed a schedule of changes in Working Capital accounts in
Exhibit 2, Tab 4, Schedule 1 which is followed by a variance analysis in Exhibit 2, Tab 4,
Schedule 2.

Welland Hydro’s Budget Process:

The budget is prepared annually by management and is reviewed and approved by the Board of
Directors. The budget is prepared before the start of each fiscal year. Once approved, it does not
change, but provides a plan against which actual results may be evaluated.

Responsibilities

It is the responsibility of the Finance department to coordinate the development of the

operating budget, capital budget and forecast processes.
e Each department is responsible for preparing its operating budget and capital budget.

e The CEO isresponsiblefor presenting and recommending the budget to the Audit Committee
for approval. The Chairman of the Audit Committee presents the budget to the Board of
Directorsfor approval.

e Itistheresponsibility of the Board of Directors, on behalf of the shareholders, to approve the
budget.

The budget is an important planning tool for Welland Hydro. It puts capital and operational
plans into a common financia plan aong with goas and objectives. The fina document
provides a comprehensive package of department budgets that collectively ensure that
appropriate resources are designated for the various capital and operational needs of the utility

for the coming year.
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Actual-to-Budget Review Process:

Once the budget is final, the finance department reviews and tracks progress against the budget
on a monthly basis for presentation to the senior management team. Further, quarterly reviews
and forecasts are presented to the Audit Committee in which major variances in revenue,
expenses, and capital expenditures are identified. All members of the Board of Directors receive
the quarterly financial package.
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RATE BASE VARIANCE ANALYSIS:

The following Table 3 sets out Welland Hydro's rate base and working capita calculations for
2006 Board Approved, 2006 Actual, 2007 Actual, 2008 Bridge Y ear and 2009 Test Y ear, and the

following variances:

e 2006 Actua against 2006 Board Approved;
e 2007 Actual against 2006 Actua

e 2008 Bridge Y ear against 2007 Actua; and
e 2009 Test Year against 2008 Bridge Y ear.

Table3
Rate Base Variances

Rate Base:
Variance from Variance Variance from Variance
Description :00?0(355* 2006 Actual| 2006 OEB 2003:;:”"’" from 2006 | . dzogiear 2007 Actual 20?2;:’“ from 2008
PP Approved Actual 9 Year Bridge Year

Gross Fixed
Assets 36,394,111 | 39,972,088 3,577,977 42,252,781 | 2,280,693 | 44,476,751 | 2,223,970 47,034,751 2,558,000

Accumulated
Depreciation 17,715,173 | 20,568,102 2,852,929 22,195,330 | 1,627,228 | 23,913,517 1,718,187 25,635,344 1,721,827

Net Book Value| 1g 578 938 | 19,403,986 725,048 20,057,451 | 653,465 | 20,563,234 505,783 21,399,407 836,173
Average Net
Book Value 18,532,298 | 19,180,899 648,601 19,730,719 549,820 | 20,310,343 579,624 20,981,320 670,978
Working
Capital 36,180,342 | 39,557,593 | 3,377,251 [39,666,753| 109,160 |41,017,457] 1,350,704 | 42,287,786 | 1,270,329
Working
Capital
Allowance 5,427,051 | 5,933,639 506,588 5,950,013 16,374 6,152,619 202,606 6,343,168 190,549

Rate Base 23,959,349 | 25,114,538 1,155,188 25,680,732| 566,194 [ 26,462,961 782,229 27,324,488 861,527

*The 2006 Board Approved rate base was determined through the 2006 EDR process and is
based on the 2004 year end rate base.
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Table4

Rate Base M ateriality

. 2006 OEB 2007 Actual | 2008 Bridge | 2009 Test
Description 2006 Actual 9
Approved Year Year Year
Gross Fixed Assets $36,394,111 | $39,972,088 | $42,252,781 | $44,476,751 | $47,034,751
Accumulated Depreciation $17,715,173 | $20,568,102 | $22,195,330 | $23,913,517 | $25,635,344
Net Book Value $18,678,938 | $19,403,986 | $20,057,451 | $20,563,234 | $21,399,407
Variance calc 1% NBV $194,040 $200,575 $205,632 $213,994

Welland Hydro has calculated the variance threshold on its rate base to be $194,040 in
accordance with the Filing Requirements. This calculation is summarized in Table 4 above.

Welland Hydro offers the following comments in respect of the relevant rate base variances
identified in Table 3:

2009 Test Year:

As shown in Table 3, the total rate base in the 2009 test year is forecast to be $27,324,488.
Average net fixed assets accounts for $20,981,320 of this total. The alowance for working
capital totals $6,343,168.

Comparison to 2008 Bridge Year:

The total rate base is expected to be $861,527 higher in the 2009 Test Year than in the 2008
Bridge Year. This increase is shown in Table 3 and is attributed primarily to an increase in
average net fixed assets of $670,978. Theincrease in fixed assetsis discussed in detail by capital
project in Exhibit 2, Tab 3, Schedule 3.

The working capital alowance increased by $190,549 compared to the 2008 Bridge Year. A
detailed calculation of the working capital allowance for the 2009 Test Year can be found at
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Exhibit 2, Tab 4, Schedule 1. No individua account within the working capital variances
exceeded the materiality threshold.

2008 Bridge Year:

As shown in Table 3, the total rate base for the 2008 Bridge Y ear is expected to be $26,462,961.
Average net fixed assets accounts for $20,310,343 of this total. The alowance for working
capital totals $6,152,619.

Comparison to 2007 Actual:

The total rate base is expected to be $782,229 higher in the 2008 Bridge Y ear than in the 2007
Actual. Thisincrease is shown in Table 3 and is attributed primarily to an increase in average
net fixed assets of $579,624. Theincrease in fixed assets is discussed in detail by capital project
in Exhibit 2, Tab 3, Schedule 3.

The working capital allowance increased by $202,606 compared to the 2007 Actua. A detailed
calculation of the working capital allowance for the 2008 Bridge Y ear can be found at Exhibit 2,
Tab 4, Schedule 1. No individua account within the working capital variances exceeded the
materiality threshold.

2007 Actual:

Asshown in Table 3, the total rate base for the 2007 Actual was $25,680,732. Average net fixed
assets account for $19,730,719 of this total. The alowance for working capital totals
$5,950,013.

Comparison to 2006 Actual:

The total rate base increased by $566,194 in the 2007 Actual compared to 2006 Actual. This
increase is shown in Table 3 and is attributed primarily to an increase in average net fixed assets
of $549,820. The increase in fixed assets is discussed in detail by capital project in Exhibit 2,
Tab 3, Schedule 3.
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The working capital alowance increased by $16,374 compared to the 2006 Actual. A detailed
calculation of the working capita alowance for the 2007 Actual can be found at Exhibit 2, Tab
4, Schedule 1. No individua account within the working capital variances exceeded the
materiality threshold.

2006 Actual:

As shown in Table 3, the total rate base for the 2006 Actual was $25,114,538. Average net fixed
assets accounts for $19,180,899 of this tota. The alowance for working capital totals
$5,933,639.

Comparison to 2006 Board Approved:

The total rate base increased by $1,155,188 in the 2006 Actua compared to 2006 Board
Approved (2 Year Period). This increase is shown in Table 3 and is partially attributed to an
increase in average net fixed assets of $648,601. The increase in fixed assets is discussed in
detail by capital project in Exhibit 2, Tab 3, Schedule 3.

The working capital alowance increased by $506,588 (2 Year Period) compared to the 2006
Board Approved. A detailed caculation of the working capital alowance for the 2006 Actual
can be found at Exhibit 2, Tab 4, Schedule 1. An analysis of the increase between the Board
Approved working capital alowance and 2006 Actual can be found in Exhibit 2, Tab 4,
Schedule 2.

Fixed Assets Continuity statements for each of 2005 Actual (2006 EDR Beginning Balances),
2006 Actual, 2007 Actual, 2008 Bridge Y ear, 2009 Test Year are presented in Exhibit 2, Tab 2,
Schedule 1 detailing capital expenditures, depreciation expenses, and disposals by OEB account.
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Cost Accumulated Depreciation
CCA Audit Closing Audit Closing
Class | OEB Description 2006 EDR * Additions | Adjustment | Disposals Balance 2006 EDR Additions | Adjustment | Disposals Balance Net Book Value|
IA 805 | Land - Substations 158,686.06 158,686.06 0.00 158,686.06
CEC 806 _| Land Rights 62,658.15 2,547.00 65,205.15 55,840.88 363.00 56,203.88 9,001.27
7 808 | Buildings - Substations 96,567.70 96,567.70 4447347 2,040.44 46,513.91 50,053.79
3 810 | Leasehold Improvements 0.00 0.00 .00
7 815 | Ti Station Equipment > 50 kV. 0.00 0.00 .00
47 820 | Substation Equipment 3,738,227.29 (304.47) 3,737,922.82 1,700,947.96 108,138.37 1,809,086.33 1,928,836.49
a7 825 | Storage Battery Equipment 0.00 0. .00
47 830_| Poles, Towers & Fixtures 527,447.16 664,627.01 1,192,074.17 25,289.09 47,682.97 72,972.06 1,119,102.11
7 835 | OH Conductors & Devices 11,476,450.37] 66,319.03 11,542,769.40 5,083,714.55 454,329.17 5,538,043.72 | 6,004,725.68
7 840 | UG Conduit 62,221.16 7,431.98 69,653.14 4,335.62 2,786.33 7.121.95 62,531.19
7 845 | UG Conductors & Devices 8,877,099.35 | 457,445.89 9,334,545.24 4,501,697.09 349,355.65 4,851,052.74 | 4,483492.50
7 850 | Line Transformers 4,394,374.39 | 261549.41 1,257.26 | 4.654,666.54 1,839,741.83 182,935.40 37.72 2,022,639.51 2,632,027.03
7 855 | Services (OH & UG) 137,878.66 46,200.18 184,078.84 8,123.38 7,363.31 15,486.69 168,592.15
47 860 | Meters 2,160,088.80 | 44,645.20 2,204,734.00 1,089,007.60 83,869.25 1,172,876.85 1,031,857.15
a7 861 | Smart Meters 0.00 0.00 0.00
47 870 | Lease Property - Cust Premises 8,009.60 8,009.60 320.38 640.86 961.24 7,048.36
7 555 | CDM Expenditures 9,027.00 (9.027.00) 0.00
/A 905 | Land 0.00 0.00 0.00
CEC 906 | Land Rights 0.00 0.00 0.00
7 08 | Buildings & Fixtures 1428,436.11 | 171,597.93 1,600,034.04 649,241.40 37,414.77 686,656.17 913,377.87
3 10 | Leasehold Improvements 0.00 0.00 0.00
8 15 | Office Furniture & Equipment 151,833.98 5,212.08 157,046.06 71,497.85 12,697.71 84,195.56 72,850.50
10 20 | Computer - Hardware 267,961.27 0.02 15,066.07 252,895.22 194,782.66 22,318.67 14,947.30 202,154.03 50,741.19
45 921 | Computer - Hardware post Mar 22/04 0.00 45,323.20 45,323.20 0.00 9,064.60 9,064.60 36,258.60
55 921 | Computer - Hardware post Mar19/07 0.00 0.00 0.00
12 925 | Computer - Software 286,478.25 90,511.26 376,989.51 133,230.11 75,428.83 208,658.94 168,330.57
10 930_| Transportation Equipment 1,409,960.52 5372333 | 134,593.92 1,329,089.93 1,323,930.52 49,089.12 134,593.92 1,238,425.72 90,664.21
935 | Stores Equipment 22, 88 06, 22,952.82 22,474.57 53.52 22,528.09 424.73
940 | Tools, Shop & Garage Equipment 253,609.07 23553.23 277,162.30 227,926.13 8,539.55 236,465.68 40,696.62
945 | Measurement & Testing Equipment 146,400.31 9,926.61 156,326.92 140,019.36 1,737.52 141,756.88 14,570.04
950 | Power operated Equipment 0.00 0.00 0.00
955 | Communications Equipment 110,717.75 110,717.75 79,932.86 4,413.37 84,346.23 26,371.52
960 _| Miscellaneous Equipment 37,040.00 37,040.00 31,484.00 3,704.00 35,188.00 1,852.00
47 965 | Water Heater Rental Units 0.00 0.00 0.00
47 970 | Load Management controls 0.00 0.00 0.00
a7 975 _| Load Management Controls Utility Premises 0.00 0.00 0.00
47 980 | System Supervisory Equipment 844,977.42 844,977.42 498,162.32 47,423.65 545,585.97 299,391.45
47 985 _| Sentinel Lighting Rental Units 0.00 0.00 0.00
a7 996 | Hydro One SIS Contribution 0.00 0.00 0.00
47 995 | Contributions & Grants 267,012.95) | (175,021.00 (442,033.95) | 10,680.23 17,681.37 28,361.60) | (413,672.35)
Total before Work in Process 36,394,111.70] 1,775,256.83 | 133,576.52 | 16,323.33 | 38,017,433.88 17,715,173.02 | 1,493,388.21 | 135234.78 | 14,985.02 | 19,059,623.15 | 18,957,810.73
wip Work in Process 0.00 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 36,394,111.70 | 1,775,256.83 | 133,576.52 | 16,323.33 | 38,017,433.88 17,715,173.02 1,493,388.21 | 135,234.78 | 14,985.02 | 19,059,623.15 | 18,957,810.73
Less: Fully Allocated Depreciation
1930 | Transportation Transportation

1935

* 2006 EDR represents 2004 Adjusted Year End Balances

Stores Equipment
Net Depreciation

1,493,388.21
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Cost Accumulated Depreciation
CCA Opening Closing
Class | OEB Description Balance Additions Disposals | Closing Balance | | Opening Balance Additions Disposals Balance Net Book Value|
N/A 05 | Land - Substations 158,686.06 158,686.06 0.00 158,686.06
CEC 06 | Land Rights 65,205.15 5,091.00 70,296.15 56,203.88 464.82 56,668.70 13,627.45
47 08 | Buildings - Substations 96,567.70 96,567.70 46,513.91 2,040.44 48,554.35 48,013.35
3 10 easehold Improvements 0.00 0.00 0.00
47 15 ransformer Station Equipment > 50 kV. 0.00 0.00 0.00
a7 820 | Substation Equipment 3,737,922.82 3,737,922.82 1,809,086.33 108,138.34 1,917,224.67 1,820,698.15
47 825 torage Battery Equipment 0.00 0.00 0.00
47 0 oles, Towers & Fixtures 1,192,074.17 1,002,272.23 2,194,346.40 72,972.06 87,774.07 160,746.13 2,033,600.27
a7 5 | OH Conductors & Devices 11,542,769.40 27,145.94 11,669,915.34 5,538,043.72 447,792.91 5,985,836.63 5,684,078.71
47 40 | UG Conduit 69,653.14 17,901.29 187,554.43 7,121.95 7,502.19 14,624.14 172,930.2!
47 45 | UG Conductors & Devices 9,334,545.24 43,409.87 9,477,955.11 4,851,052.74 349,355.51 5,200,408.25 4,277,546.86
a7 850 | Line Transformers 4,654,666.54 15,135.22 47,367.15 4,822,434.61 2,022,639.51 191,035.83 33,685.64 2,179,989.70 2,642,444.91
47 855 | Services (OH & UG) 184,078.84 51,552.88 235,631.72 15,486.69 9,425.37 24,912.06 210,719.6
a7 860 | Meters 2,204,734.00 34,639.77 2,239,373.77 1,172,876.85 85,254.66 1,258,131.51 981,242.26
47 61 | Smart Meters 0.00 0.00 0.00
47 70 | Lease Property - Cust Premises 8,009.60 8,009.60 961.24 320.38 1,281.62 6,727.98
N/A 05 | Land 0.00 0.00 0.00
CEC 06| Land Rights 0.00 0.00 0.00
47 08 | Buildings & Fixtures 1,600,034.04 146,424.16 1,746,458.20 686,656.17 42,492.76 729,148.93 1,017,309.27
13 10_| Leasehold Improvements 0.00 0.00 0.00
8 15 | Office Furniture & Equipment 157,046.06 34,680.29 191,726.35 84,195.56 15,455.74 99,651.30 92,075.05
10 920 | Computer - Hardware 252,895.22 0.00 252,895.22 202,154.03 20,566.39 222,720.42 30,174.80
45 921 | Computer - Hardware post Mar 22/04 45,323.20 13,527.42 58,850.62 9,064.60 11,770.08 20,834.68 38,015.94
55 921 | Computer - Hardware post Mar19/07 0.00 0.00 0.0
12 925 | Computer - Software 376,989.51 143,824.85 520,814.36 208,658.94 86,249.00 294,907.94 225,906.42
10 0 | Transportation Equipment 1,329,089.93 55,654.88 1,384,744.81 1,238,425.72 37,020.61 1,275,446.33 109,298.48
5_| Stores Equipment 22,952.8 7,070.48 30,023.30 22,528.09 760.60 23,288.69 6,734.61
40 | Tools, Shop & Garage Equipment 277,162.30 14,663.54 291,825.84 236,465.68 9,088.91 245,554.59 46,271.25
45 | Measurement & Testing Equipment 156,326.92 (4,636.49) 151,690.43 141,756.88 1,273.87 143,030.75 8,659.68
0_| Power operated Equipment 0.00 0.00 0.00
955 | Communications Equipment 110,717.75 110,717.75 84,346.23 4,384.37 88,730.60 21,987.15
60_| Miscellaneous Equipment 37,040.00 37,040.00 35,188.00 1,852.00 37,040.00 0.00
47 65 | Water Heater Rental Units 0.00 0.00 0.00
47 70 | Load Management controls 0.00 0.00 0.00
47 75 | Load Management Controls Utility Premises 0.00 0.00 0.00
a7 980 | System Supervisory Equipment 844,977.42 83,592.00 928,569.42 545,585.97 47,423.65 593,009.62 335,559.80
47 85_| Sentinel Lighting Rental Units 0.00 0.00 0.00
47 96 | Hydro One S/S Contribution 0.00 0.00 0.00
47 95_| Contributions & Grants (442,033.95) | (189,928.05) (631,962.00) (28,361.60) (25,278.30) (53,639.90) (578,322.10)
Total before Work in Process 38,017,433.88 | 2,002,021.28 | 47,367.15 39,972,088.01 19,059,623.15 1,542,164.20 33,685.64 20,568,101.71 | 19,403,986.30
WIP Work in Process 0.00 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 38,017,433.88 | 2,002,021.28 | 47,367.15 39,972,088.01 19,059,623.15 1,542,164.20 33,685.64 20,568,101.71 | 19,403,986.30
Less: Fully Allocated Depreciation
[ 20 T 1930 [ Transportation Transportation
|8 [_1935 | Stores Equipment Stores Equipment

Net Depreciation
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Table7
Welland Hydro - Distribution & Operations
Fixed Asset Continuity Schedule
Asat December 31, 2007

Cost Accumulated Depreciation
CCA Opening Opening Closing
Class | OEB Description Balance Additions Disposals | Closing Balance Balance Disposals Balance Net Book Value
N/A 0 Land - Substations 158,686.06 158,686.06 0.00 0.00 158,686.06
CEC 0 Land Rights 70,296.15 70,296.15 56,668.70 463.15 57,131.85 13,164.30
a7 0 Buildings - Substations 96,567.70 96,567.70 48,554.35 2,040.44 50,594.79 45,972.91
13 1 easehold Improvements 0.00 0.00 0.00 0.00 0.00
47 15 ransformer Station Equipment > 50 kV. 0.00 0.00 0.00 0.00 0.00
a7 20 ubstation Equipment 3,737,922.82 | 123,716.18 3,861,639.00 1,917,224.67 | 112,262.16 2,029,486.83 1,832,152.17
47 25 torage Battery Equipment 0.00 0.00 0.00 0.00 0.00
47 30 | Poles, Towers & Fixtures 2,194,346.40 | 721,877.08 2,916,223.48 160,746.13 116,648.92 277,395.05 2,638,828.43
47 35 | OH Conductors & Devices 11,669,915.34| 122,289.48 11,792,204.82 5,985,836.63 | 440,763.30 6,426,599.93 5,365,604.89
a7 40 | UG Conduit 187,554.4. 43,815.32 231,369.75 14,624.14 ,254.76 23,878.90 207,490.85
a7 45 | UG Conductors & Devices 9,477,955.11 | 939,595.44 10,417,550.55 5,200,408.25 | 392,915.77 5,593,324.02 4,824,226.53
47 50 | Line Transformers 4,822,434.61 | 825,488.23 12,332.33 5,635,590.51 2,179,989.70 | 223,536.47 7,105.06 2,396,421.11 9,169.40
47 855 | Services (OH & UG) 235,631.72 (4,738.48) 230,893.24 24,912.06 ,235.70 4,147.76 196,745.48
47 60 | Meters 2,239,373.77 | 25,511.37 2,264,885.14 1,258,131.51 | 86,275.09 1,344,406.60 920,478.54
a7 61 | Smart Meters 0.00 0.00 0.00 0.00 0.00
a7 70 | Lease Property - Cust Premises 8,009.60 8,009.60 1,281.62 320.38 1,602.00 6,407.60
N/A 0! Land 0.00 0.00 0.00 0.00 0.00
CEC 0 Land Rights 0.00 0.00 0.00 0.00 0.00
a7 0 Buildings & Fixtures 1,746,458.20 59,293.70 1,805,751.90 729,148.93 44,069.80 773,218.73 1,032,533.17
13 10 | Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
8 5 | Office Furniture & Equipment 191,726.35 30,092.44 221,818.79 99,651.30 16,975.44 116,626.74 105,192.05
10 0 | Computer - Hardware 252,895.22 252,895.22 222,720.42 17,083.39 239,803.81 13,091.41
45 1 | Computer - Hardware post Mar 22/04 58,850.62 7,160.51 66,011.13 20,834.68 13,202.19 34,036.87 31,974.26
55 21 | Computer - Hardware post Mar19/07 0.00 9,554.12 9,554.12 0.00 1,910.82 1,910.82 7,643.30
12 25 | Computer - Software 520,814.36 41,442.23 562,256.59 294,907.94 88,475.29 383,383.23 178,873.36
10 30_| Transportation Equipment 1,384,744.81 1,384,744.81 1,275,446.33 34,623.61 1,310,069.94 74,674.87
35_| Stores Equipment 30,023.30 30,023.30 23,288.69 760.52 24,049.21 5,974.09
40 | Tools, Shop & Garage Equipment 291,825.84 12,855.38 304,681.22 245,554.59 8,925.45 254,480.04 50,201.18
45 | Measurement & Testing Equipment 151,690.43 151,690.43 143,030.75 1,273.86 144,304.61 7,385.82
50 | Power operated Equipment 0.00 0.00 0.00 0.00 0.00
955 | Communications Equipment 110,717.75 110,717.75 88,730.60 4,121.37 92,851.97 17,865.78
60 | Miscellaneous Equipment 37,040.00 24,018.71 61,058.71 37,040.00 2,401.87 39,441.87 21,616.84
47 65 | Water Heater Rental Units 0.00 0.00 0.00 0.00 0.00
47 70 | Load Management controls 0.00 0.00 0.00 0.00 0.00
47 75 | Load Management Controls Utility Premises 0.00 0.00 0.00 0.00 0.00
47 980 | System Supervisory Equipment 928,569.42 84,583.57 1,013,152.99 593,009.62 56,938.35 649,947.97 363,205.02
47 985 | Sentinel Lighting Rental Units 0.00 0.00 0.00 0.00 0.00
47 996 | Hydro One S/S Contribution 0.00 0.00 0.00 0.00 0.00
47 1995_| Contributions & Grants (631.962.00) | (773.530.42) (1,405,492.42) (53,639.90) | (50.145.22) (103,785.12) | (1,301,707.30)
Total before Work in Process 39,972,088.01| 2,293,024.86 | 12,332.33 42,252,780.54 20,568,101.71] 1,634,332.88 7,105.06 22,195,329.53 | 20,057,451.01
wiP Work in Process 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 39,972,088.01| 2,293,024.86 | 12,332.33 42,252,780.54 20,568,101.71} 1,634,332.88 7,105.06 22,195,329.53 | 20,057,451.01
Less: Fully Allocated Depreciat
[10 T 1930 [ Transportation | Transportation
[ 8 ]1935 [ Stores Equipment | Stores Equipme

Net Depreciatio
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Cost Accumulated Depreciation
CCA Opening Closing
Class | OEB Description Balance Additions Disposals | Closing Balance| |Opening Balance| Additions Disposals Balance Net Book Value
N/A 0! Land - Substations 158,686.06 158,686.06 0.00 0.00 158,686.06
CEC 0 Land Rights 70,296.15 70,296.15 57,131.85 464.82 57,596.67 12,699.48
47 0 Buildings - Substations 96,567.70 96,567.70 50,594.79 2,040.44 52,635.23 43,932.47
3 1 Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
47 15 | Transformer Station Equipment > 50 kV. 0.00 0.00 0.00 0.00 0.00
a7 820 | Substation Equipment 3,861,639.00 150,000.00 4,011,639.00 2,029,486.83 117,262.22 2,146,749.05 1,864,889.95
47 825 | Storage Battery Equipment 0. 0. 0. 0. 0.
47 30 | Poles, Towers & Fixtures 2,916,223.48 665,500.00 3,581,723.48 277,395.05 143,268.92 420,663.97 3,161,059.51
47 35 | OH Conductors & Devices 11,792,204.82 149,000.00 11,941,204.82 || 6,426,599.93 438,230.30 6,864,830.23 5,076,374.59
a7 40 | UG Conduit 231,369.75 45,000.00 276,369.75 23,878.90 11,054.76 4,933.66 241,436.09
a7 45 | UG Conductors & Devices 10,417,550.55 | 105,000.00 10,522,550.55 5,693,324.02 397,114.74 5,990,438.76 4,532,111.79
47 850 | Line Transformers 5,635,590.51 445,500.00 6,081,090.51 2,396,421.11 241,431.90 2,637,853.01 3,443,237.50
47 855 | Services (OH & UG) 230,893.24 15,000.00 245,893.24 ,147.76 9,835.70 43,983.46 201,909.78
a7 860 | Meters 2,264,885.14 20,000.00 2,284,885.14 1,344,406.60 87,075.09 1,431,481.69 853,403.45
a7 61 | Smart Meters 0.00 0.00 0.00 0.00 0.00
47 70 | Lease Property - Cust Premises 8,009.60 8,009.60 1,602.00 320.38 1,922.38 6,087.22
N/A 0! Land 0.00 0.00 0.00 0.00 0.00
CEC 0 Land Rights 0.00 0.00 0.00 0.00 0.00
a7 0 Buildings & Fixtures 1,805,751.90 75,000.00 1,880,751.90 773,218.73 46,394.80 819,613.53 1,061,138.37
13 10 | Leasehold Improvements 0. 0. 0.00 0.00 0.
8 15 | Office Furniture & Equipment 221,818.79 27,800.00 249,618.79 116,626.74 ,939.27 136,566.01 113,052.78
10 20 | Computer - Hardware 252,895.22 252,895.22 239,803.81 ,091.41 252,895.22 0.00
45 921 | Computer - Hardware post Mar 22/04 66,011.13 66,011.13 34,036.87 202.19 47,239.06 18,772.07
55 921 | Computer - Hardware post Mar 19/07 9,654.12 40,600.00 50,154.12 1,910.82 0,030.00 11,940.82 38,213.30
12 925 | Computer - Software 562,256.59 49,000.00 611,256.59 383,383.23 88,176.42 471,559.65 139,696.94
10 30 | Transportation Equipment 1,384,744.81 210,000.00 1,594,744.81 1,310,069.94 36,413.61 1,346,483.55 248,261.26
35_| Stores Equipment 30,023.30 30,023.30 24,049.21 760.52 24,809.73 5,213.57
40 | Tools, Shop & Garage Equipment 304,681.22 15,000.00 319,681.22 254,480.04 9,697.45 264,177.49 55,503.73
45 | Measurement & Testing Equipment 151,690.43 15,000.00 166,690.43 144,304.61 2,773.86 147,078.47 19,611.96
950 | Power operated Equipment 0.00 0.00 0.00 0.00 0.00
955 | Communications Equipment 110,717.75 65,000.00 175,717.75 92,851.97 10,547.37 103,399.34 72,318.41
60 | Miscellaneous Equipment 61,058.71 231,570.00 292,628.71 39,441.87 25,558.87 65,000.74 227,627.97
47 65 | Water Heater Rental Units 0.00 0.00 0.00 0.00 0.00
47 70| Load Management controls 0.00 0.00 0.00 0.00 0.00
47 75 | Load Management Controls Utility Premises 0.00 0.00 0.00 0.00 0.00
47 80 | System Supervisory Equipment 1,013,152.99 50,000.00 1,063,152.99 649,947.97 55,721.69 705,669.66 357,483.33
47 985 | Sentinel Lighting Rental Units 0. 0. 0.00 0.00 0.00
47 996 | Hydro One S/S Contribution 0.00 0.00 0.00 0.00 0.00
47 995_| Contributions & Grants (1,405,492.42) | (150,000.00) (1,555,492.42) (103.785.12) (62,219.71) (166,004.83) | (1.389.487.59)
Total before Work in Process 42,252,780.54 | 2,223,970.00 0.00 44,476,750.54 22,195,329.53 1,718,187.02 0.00 23,913,516.55 | 20,563,233.99
WIP Work in Process 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 42,252,780.54 | 2,223,970.00 0.00 44,476,750.54 22,195,329.53 | 1,718,187.02 0.00 23,913,516.55 | 20,563,233.99
Less: Fully Allocated Depreciation
[ 10 ] | Transportation Transportation
|8 | | Stores Equipment Stores Equipment

Net Depreciation

18,187.02
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Cost Accumulated Depreciation
CCA Closing
Class | OEB Description Opening Balance Disposals | Closing Balance || Opening Balance Additions Disposals Balance et Book Value|
N/A 1805 | Land - Substations 158,686.06 158,686.06 0.00 0.00 158,686.06
CEC 1806 _| Land Rights 70,296.15 70,296.15 57,596.67 464.82 58,061.49 12,234.66
4 08 | Buildings - Substations 96,567.70 96,567.70 52,635.23 2,040.44 54,675.67 41,892.03
10 | Leasehold Improvements 0.00 0.00 0.00 0.00 0.00
4 15 | Transformer Station Equipment > 50 kV. 0.00 0.00 0.00 0.00 0.00
4 20 | Substation Equipment 4,011,639.00 00,000.00 4,311,639.00 2,146,749.05 122,262.22 2,269,011.27 2,042,627.73
4 25 | Storage Battery Equipment 0.00 0. 0. 0. 0.
a7 1830 | Poles, Towers & Fixtures 3,581,723.48 660,000.00 4,241,723.48 420,663.97 156,468.92 577,132.89 3,664,590.59
4 835 | OH Conductors & Devices 11,941,204.82 142,500.00 12,083,704.82 6,864,830.23 432,365.30 7,297,195.53 4,786,509.29
4 840 | UG Conduit 276,369.75 153,000.00 429,369.75 34,933.66 14,114.76 49,048.4. 380,321.33
4 845 | UG Conductors & Devices 10,522,550.55 198,000.00 10,720,550.55 5,990,438.76 401,074.74 6,391,513.50 4,329,037.05
4 850 | Line Transformers 6,081,090.51 556,500.00 6,637,590.51 2,637,853.01 252,561.90 2,890,414.91 3,747,175.60
4 855 | Services (OH & UG) 245,893.24 15,000.00 260,893.24 43,983.46 10,135.70 54,119. 1 206,774.08
a7 60 | Meters 2,284,885.14 20,000.00 2,304,885.14 1,431,481.69 87,475.09 1,518,956.78 785,928.36
a7 61 | Smart Meters 0.00 0.00 0.00 0.00 0.00
a7 70 | Lease Property - Cust Premises 8,009.60 8,009.60 1,922.38 320.38 2,242.76 5,766.84
N/A 0! Land 0.00 0.00 0.00 0.00 0.00
CEC 0 Land Rights 0.00 0.00 0.00 0.00 0.00
a7 0¢ Buildings & Fixtures 1,880,751.90 1,880,751.90 19,613.53 45,647.36 865,260.89 1,015,491.01
13 0 | Leasehold Improvements 0. 0. 0.00 0.00 0.
8 5 _| Office Furniture & Equipment 249,618.79 19,500.00 269,118.79 136,566.01 20,056.27 156,622.28 112,496.51
10 0 | Computer - Hardware 252,895.22 252,895.22 252,895.22 252,895.22 0.00
45 1 | Computer - Hardware post Mar 22/04 66,011.13 66,011.13 47,239.06 13,202.23 60,441.29 5,569.84
55 1 | Computer - Hardware post Mar 19/07 50,154.12 28,500.00 78,654.12 11,940.82 12,881.82 24,822.64 53,831.48
12 1925 | Computer - Software 611,256.59 35,000.00 646,256.59 471,559.65 68,455.09 540,014.74 106,241.85
10 30 | Transportation Equipment 1,594,744.81 1,594,744.81 1,346,483.55 35,945.61 1,382,429.16 212,315.65
35 _| Stores Equipment 0,023.30 0,0: 0 24,809.73 760.52 25,570.25 4,453.05
40 | Tools, Shop & Garage Equipment 319,681.22 15,000.00 334,681.22 264,177.49 10,176.45 274,353.94 60,327.28
45_| Measurement & Testing Equipment 166,690.43 5,000.00 171,690.43 147,078.47 3,023.86 150,102.33 21,588.10
950 | Power operated Equipment 0.00 0.00 0.00 0.00 0.00
955 | Communications Equipment 175,717.75 175,717.75 103,399.34 10,338.37 113,737.71 61,980.04
960 | Miscellaneous Equipment 292,628.71 560,000.00 852,628.71 65,000.74 34,892.20 99,892.94 752,735.77
4 965 | Water Heater Rental Units 0.00 0.00 0.00 0.00 0.00
4 970 | Load Management controls 0.00 0.00 0.00 0.00 0.00
4 975 | Load Management Controls Utility Premises 0.00 0.00 0.00 0.00 0.00
4 980 | System Supervisory Equipment 1,063,152.99 1,063,152.99 705,669.66 52,382.69 758,052.35 305,100.64
a7 1985 | Sentinel Lighting Rental Units 0.00 0.00 0.00 0.00 0.00
a7 1996 | Hydro One S/S Contribution 0.00 0.00 0.00 0.00 0.00
a7 1995 | Contributions & Grants (1,555,492.42) (150,000.00) (1,705,492.42; 166,004.83 | (65.219.71) (231,224.54, (1,474,267.88) |
Total before Work in Process 44,476,750.54 2,558,000.00 0.00 47,034,750.54 23,913,516.55 1,721,827.03 0.00 25,635,343.58 | 21,399,406.96
WIP Work in Process 0.00 0.00 0.00 0.00 0.00
Total after Work in Process 44,476,750.54 2,558,000.00 0.00 47,034,750.54 23,913,516.55 1,721,827.03 0.00 25,635,343.58 | 21,399,406.96
Less: Fully Allocated Depreciation
[0 T | Transportation Transportation
8 T | Stores Equipment Stores Equipment

Net Depreciation

1,721,827.03
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Table 10
GROSSASSETSTABLE

| D

Variance from Variance from

2006 Board Variance from 2006 Variance from 2006
Approved ($) 2006 Actual (8) Board Approved 2007 Actual (8) Actual

2008 Bridge ($) | 2007 Bridge 2009 Test (§ 2008 Bridge
Land and Buildings
1805-Land 158,686 158,686 ) 158,686 158,686 158,686
1806-Land Rights 62,656 70,296 7638 70,296 70,296 70,296
1808-Buildings and Fixtures 96,568 96,568 © 96,568 96,568 96,568
1905-Land
1906-Land Rights
1810-Leasehold Improvements
Sub-Total-Land and Buildings 317,012 325,550 7,638 325,550 325,550 325,550
TS Primary Above 50
[1815-Transformer Station Equipment - Normally Primary above 50 kv | | [ 11 | 11 [ ][ | ]
Sub-Total-TS Primary Above 50
Ds
[1820-Distribution Station Equipment - Normally Primary below 50 kv | 3738227 | 3737923 | (304) | 3.861.639 | 123,716 ][ 4011639 | 150,000 4,311,639 300,000
Sub-Total-DS 3,738,227 3.737.923 (304) 3,861,639 123716 4,011,639 150,000 11,639 300,000
Poles and Wires
1830-Poles, Towers and Fixtures 527,447 2,194,346 1,666,899 2,916,223 721877 3,581,723 665,500 4,241,723
1835 Overhead Conductors and Devices 11,476,450 11,669,915 193,465 11,792,205 122,289 11,941,205 149,000 12,083,705
1840-L Conduit 62221 187554 125333 231370 43,815 276,370 45,000 429,370
18451 Conductors and Devices 8,877,099 9,477,955 600,856 10,417,551 939,505 10,522,551 105,000 10,720,551 198,000
Sub-Total-Poles and Wires 20,943,218 23529771 2,586,553 25,357,349 1,827,577 26,321,849 964,500 27,475,349 1,153,500
Line Transformers
[1850-Line T [ 4304374 | ase2ass | 428,060 5.635.501 813,156 6.081.001 445,500 6.637.501 556,500
Sub-Total-Line Transformers 4,394,374 4,822,435 428,060 5,635,501 813,156 6,081,091 445,500 6,637,501 556,500
Services and Meters
1855-Services 137,879 235,632 97,753 230,893 (4.738) 245,803 15,000 260,893 15,000
1860-Meters 2,160,089 2230374 79,285 2,264,885 25,511 2,284,885 20,000 2,304,885 20,000
1861-Smart Meters
1870-Lease Property Customer Premises 8010 8010 8010 8,010 8.010
Sub-Total-Services and Meters 2,297,967 2,483,015 185,048 2,503,788 20,773 2,538,788 35,000 2,573,788 35,000
General Plant
1908-Buildings and Fixtures [ 1428436 | 1746458 | 318,022 1,805,752 50,204 1,880,752 75,000 1,880,752
1910-Leasehold Improvements | | [
Sub-Total-General Plant 1,428,436 1,746,458 318,022 1,805,752 50,204 1,880,752 75,000 1,880,752
IT Assets
1920-Computer Equipment - Hardware 267961 252,805 (15.066 252,895 252,895 252,895
1921-Computer Equipment - Hardware post March 22, 2004 58,851 58,851 66,011 7161 66,011 66011
1921-Computer Equipment - Hardware post March 19, 2007 9,554 9,554 50,154 40,600 78,654 28,500
1925-Computer Software 286,478 520814 234,336 562,257 41442 611,257 49,000 646,257 35,000
Sub-Total-IT Assets 554,440 832,560 278,121 890,717 58,157 980,317 89,600 1,043,817 63,500
1915-Office Furniture and Equipment 151,834 191,726 39,892 221,819 30,092 249,619 27,800 269,119 19,500
1930-T Equipment 1,400,961 1,384,745 (25.216) 1,384,745 1,504,745 210,000 1,594,745
1935-Stores Equipment 22984 30023 7,039 30023 30,023 30,023
1940-Tools, Shop and Garage Equipment 253,609 291,826 38217 304,681 12,855 319,681 15,000 334,681 15,000
1945 and Testing Equipment 146,400 151,600 5,200 151,600 166,690 15,000 171,690 5,000
1950-Power Operated Equipment
1955-C Equipment 110718 110718 110718 175,718 65,000 175,718
1960. Equipment 37.040 37.040 61059 24,010 292,629 231570 852,629 560,000
Sub-Total-Equipment 2,132,546 2,197,768 65,223 2,264,735 66,967 2,829,105 564,370 3,428,605 599,500
Other Distribution Assets
1825-Storage Battery Equipment
1970-Load Controls - Customer Premises
1975-Load Controls - Utility Premises
1565-CDM 9,027 (9.027)
1980-System Supervisory Equipment 844,977 928,569 83,592 1,013,153 84,584 1,06 50,000 1,063,153
1985-Sentinel Lighting Rental Units
1995-C and Grants - Credit (267,013) 631962) (364,949 (1,405,492) (773,530) 1,555.492) (150,000) (1.705.492) (150.000)
1996-Hydro One SIS Contribut
Sub-Total-Other Distribution Assets 586,991 206,607 (290,384) (392,339) (688.947) (492:339) (100,000) (642,339) (150,000)
GROSS ASSET TOTAL 36,394,111 39,972,088 3,577,977 42,252,781 2,280,693 44,476,751 2,223,970 47,034,751 2,558,000
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GROSSASSETSOVERVIEW:

The 2006 Board Approved closing balance for Gross Assets is based on Welland Hydro’s 2004
adjusted year end account balances. As such, the variance between 2006 Board Approved and
2006 Actua represents two years of capita spending/disposals. A break down of changes in
Gross Assets for 2005 and 2006 can be found in the continuity schedules provided in Exhibit 2,
Tab 2, and Schedule 1.

Welland Hydro averaged $2,023,343 in actual capital expenditures from 2005 to 2007.
Significant increases in the cost of copper will contribute to increased wire and transformer costs
resulting in increases in 2008 Bridge Year and 2009 Test Year capital investments. Capital
spending over the next two years will average $2,390,985 per year. However, $560,000 is the
result of mandated wholesale metering point expenditures at the Crowland TS which is discussed
in detail at Exhibit 2, Tab 3, Schedule 3. When this expenditure is removed from the forecasted
capital expenditures, the average over 2008 to 2009 will be $2,110,985 per year which isin line
with expenditures in the previous three years.

Welland Hydro has a variance analysis threshold for changes in Gross Assets of $194,040. The
calculation of this threshold is shown at Exhibit 2, Tab 1, Schedule 2, page 2. Variances which
exceed the threshold are identified in Exhibit 2, Tab 3, Schedule 1 which is followed by a

detailed analysis and description of capital expenditures by project.
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2006 Board Variance from 2006
Approved ($) 2006 Actual (8) Board Approved 2007 Actual (8)

Variance from 2006

Variance from Variance from

D Actual 2008 Bridge ($) | 2007 Bridge 2009 Test (§ 2008 Bridge
Land and Buildings
1805-Land
1806-Land Rights 55,841 56,669 828 57132 463 57507 465 58,061 465
1808-Buildings and Fixtures 44,473 48,554 4,081 50505 2,040 52,635 2,040 54,676 2,040
1905-Land
1906-Land Rights
1810-Leasehold Improvements
Sub-Total-Land and Buildings 100314 105,223 4,909 107,727 2,504 110232 2,505 112,737 2,505
TS Primary Above 50
[1815-Transformer Station Equipment - Normally Primary above 50 kv | [ I I [ ][ | |
Sub-Total-TS Primary Above 50
Ds
[1820-Distribution Station Equipment - Normally Primary below 50 kv | 1,700,048 1917225 | 216,277 [T 2000487 112262 || 2146740 | 117262 2260011 122,262
Sub-Total-DS 1,700,948 1,917,225 216,277 2,020,487 112,262 2,146,749 117,262 2,269,011 122,262
Poles and Wires
1830-Poles, Towers and Fixtures 25280 160,746 135,457 277,395 116,649 420,664 143,269 577,133 156,469
1835-Overhead Conductors and Devices 5.083.715 5.985.837 902,122 6.426.600 440,763 6,864,830 438,230 7,297,196 432,365
1840-L Conduit 4336 14,624 10,288 23879 9,255 34,034 11,055 49,048 14115
1845-L Conductors and Devices 4,501,697 5,200,408 698,711 5,593,324 392,016 5,990,439 397,115 6391514 401,075
Sub-Total-Poles and Wires 9,615,037 11,361,615 1,746,578 12,321,108 959,583 13310867 989,669 14,314,890 1,004,024
Line Transformers
[1850-Line T [ 1830742 2179.990 | 340,248 [T 2396421 216,431 [T 2637853 | 241432 2,890,415 252,562
Sub-Total-Line Transformers 1,839,742 2,179,990 340,248 2,396,421 216,431 2,637,853 241432 2,890415 252,562
Services and Meters
1855-Services 8123 24912 16,789 34,148 9,236 43,083 9,836 54,119 10,136
1860-Meters 1,089,008 1,258,132 169,124 1,344,407 86,275 1431482 87.075 1,518,957 87,475
1861-Smart Meters
1870-Lease Property Customer Premises 1,282 1,282 1,602 320 1,922 320 2.243 320
Sub-Total-Services and Meters 1,007,131 1,284,325 187,104 1,380,156 95,831 1477.388 97,231 1,575,319 97,931
General Plant
l&D&Bwldmgs and Fixtures [ 649,241 729149 | 79,908 [T 773219 44,070 [T 819614 | 46,395 865,261 45,647
1910-Leasehold Improvements | | 11 11 |
Sub-Total-General Plant 649,241 720,149 79,908 773,219 44,070 819,614 46,395 865,261 45,647
IT Assets
1920-Computer Equipment - Hardware 194,783 222,720 27,937 230,804 17,083 252,895 13,001 252,895
1921-Computer Equipment - Hardware post March 22, 2004 20835 20835 34,037 13,202 47,239 13,202 13,202
1921-Computer Equipment - Hardware post March 19, 2007 1011 1011 11941 10,030 12,882
1925-Computer Software 133,230 294,908 161678 383,383 88,475 471,560 88,176 68,455
Sub-Total-IT Assets 328,013 538,463 210,450 659,135 120672 783,635 124,500 878174 94,539
1915-Office Furniture and Equipment 71,498 99,651 28,153 116,627 16,975 136,566 19,939 156,622 20,056
1930-T Equipment 1,323,931 1.275.446 (48.485) 1310070 34,624 1.346.484 36,414 1,382,420 35,046
1935-Stores Equipment 22,475 23,289 814 24,049 761 24,810 761 25570 761
1940 Tools, Shop and Garage Equipment 227,926 245 555 17,620 254,480 8925 264,177 9,697 274354 10176
1945 and Testing Equipment 140,019 143,031 3012 144,305 1274 147,078 2,774 150,102 3,024
1950-Power Operated Equipment
1955-C Equipment 79,933 88731 8,798 92,852 4121 103399 10,547 113,738 10,338
1960. Equipment 31484 37,040 5,556 30,442 2,402 65,001 25,559 99,893 34,892
Sub-Total-Equipment 1,897,266 1,912,742 15,476 1,981,824 69,082 2,087,515 105,691 2,202,709 115,103
Other Distribution Assets
1825-Storage Battery Equipment
1970-Load Controls - Customer Premises
1975-Load Management Controls - Utility Premises
1980-System Supervisory Equipment 498,162 503,010 94,848 649,048 56,938 705,670 55,722 758,052 52,383
1985-Sentinel Lighting Rental Units
1995.C and Grants - Credit (10.681) (53.640) (42.959) (103,785 50,145 (166.005) 62,220 (231,225) 65,220
1996-Hydro One SIS Contribut
Sub-Total-Other Distribution Assets 487,481 539,370 51,889 546,163 6,793 539,665 (6.498) 526,828 (12,837)
ACCUMULATED DEPRICIATION TOTAL 17,715,173 20,568,102 2,852,929 22,195,330 1,627,228 23,913,517 1,718,187 25,635,344 1,721,827
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VARIANCE ANALYSISON ACCUMULATED DEPRECIATION:

Welland Hydro has used the half year rule to calculate Depreciation Expense and Accumulated
Depreciation Balances for the 2009 Test Y ear.

The 2006 Board Approved closing balance for accumulated depreciation is based on Welland
Hydro's 2004 year end adjusted account balances. As such, the variance between 2006 Board
Approved and 2006 Actual represents two years of depreciation charges, adjustments, and
disposas. Welland Hydro has a variance analysis threshold for changes in accumulated
depreciation of $194,040. The following Table 12 outlines the OEB accounts which exceed the
variance in each year.

Table 12

Welland Hydro - Changes in Accumulated Depreciation Exceeding Materiality Threshold By Year

CCA | | 2005/6 | 2008

Class OEB Description 2005 Actual| 2006 Actual Total 2007 Actual| Bridge 2009 Test
47 1835 OH Conductors & Devices-Depreciation 454,329 447,793 902,122 440,763 438,230 432,365
47 1845 UG Conductors & Devices-Depreciation 349,355 349,356 698,711 392,916 397,115 401,075
47 1850 Line Transformers-Depreciation 182,935 191,036 373,971 223,536 241,432 252,562
47 1850 Line Transformers-Disposals -38 -33,685 -33,723 -7105 0 0
47 1850 Line Transformers-Total 182,897 157,351 340,248 216,431 241,432 252,562

The above table shows that the depreciation expense for each of the above accounts has not
changed materially from year to year. The annua depreciation expense for all fixed asset
accounts has increased from $1,493,388 in 2005 to a forecast of $1,721,827 in 2009. The net
increase of $228,439 is the result of capital expenditures over a five year period. As aresult, no

further explanation of the changesin accumulated depreciation accountsis required.
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Welland Hydro has been, and continues to be, focused on maintaining the adequacy, reliability,

and quality of service to its distribution customers through effective capita spending. The actual
and budgeted capital OEB accounts which exceed the materiality threshold of $194,040 are
presented in the following Table 13.

Table 13

Welland Hydro - Gross Asset Changes Exceeding Materiality Threshold By Year

CCA | | 2005 | 2006 | 2005/6 | 2007 | 2008 2009
Class OEB Description Actual Actual Total Actual Bridge Test
47 1820 Substation Equipment-Capital Spending 300,000
47 1830 Poles, Towers & Fixtures-Capital Spending 664,627 1,002,272 1,666,899 721,877 665,500 660,000
47 1845 UG Conductors & Devices-Capital Spending 457,446 143,410 600,856 935,595 198,000
47 1850 Line Transformers-Capital Spending 261,549 215,135 476,684 825,488 445,500 556,500
47 1850 Line Transformers-Disposals -1,257 -47,367 -48,624 -12,332 0 0
47 1850 Line Trnasformers-Total 260,292 167,768 428,060 813,156 445,500 556,500
47 1908 Buildings & Fixtures-Capital Spending 171,598 146,424 318,022
12 1925 Computer - Software-Capital Spending 90,511 143,825 234,336
10 1930 Transportation Equipment-Capital Spending 210,000
8 1960 Miscellaneous Equipment-Capital Spending 231,570 560,000
47 1995 Contributions & Grants -175,021 -189,928 -364,949 -773,530

The capital spending by account is broken down by project in Exhibit 2, Tab 3, Schedule 2. As

projects can be charged to different OEB capital accounts, additiona accounts have been

identified where required.
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Total Account Account Account Account Account Account Account Account
Project Description Project 1820 1830 1835 1840 1845 1850 1960 1995

Rebuild MS#2 Substation 300,000 300,000
Miscellaneous Pole Replacement 200,000 200,000
Mill Street Rebuild 150,000 30,000 7,500 75,000 37,500
Ontario Road Rebuild - Complete Project 100,000 60,000 10,000 30,000
Ridge, Rusholme, & Silverthorn - Complete Project 100,000 60,000 10,000 30,000
Towline Road/Rail Tracks to Dain City 200,000 160,000 40,000
Margeret, Nyr, Thorold Project 250,000 150,000 25,000 75,000
Barrington, Endicott, Fairlawn Underground Rebuild 160,000 48,000 48,000 64,000
Miscellaneous Underground Rebuild 100,000 30,000 30,000 40,000
Miscellaneous Transformer Replacement 200,000 200,000
Capitalized Subdivison Assets Transferred 50,000 120,000 80,000 -150,000
Crowland TS Meter-Wholesale Meter Point 560,000 560,000

$2,370,000  $300,000  $660,000 $92,500 $153,000 $198,000 $556,500 $560,000 -$150,000
Total Misc Projects $188,000
Total Capital Spending Year $2,558,000
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Total Account Account Account Account Account Account Account Account Account
Project Description Project 1820 1830 1835 1840 1845 1850 1930 1960 1995

Miscellaneous Pole Replacement 200,000 200,000
Colbeck Drive 27.6 Line 90,000 40,500 9,000 40,500
Major Street Rebuild-Completion -25,000 40,000 10,000 -75,000
Clare Ave Rebuild 20,000 20,000
Myrtle & Empire 27.6 250,000 112,500 25,000 112,500
Ontario Road - Start Project 50,000 40,000 10,000
Ridge, Rusholme, & Silverthorn - Start Project 100,000 45,000 10,000 45,000
Aquedcut Area (Birch, Cedar, Beechwood) 100,000 55,000 10,000 35,000
Crowland TS Line Upgrade 50,000 22,500 5,000 22,500
Niagara Street & Lancaster 27.6 200,000 90,000 20,000 90,000
Miscellaneous Underground Rebuild 150,000 45,000 45,000 60,000
Rebuild MS#11-Complete 150,000 150,000
Capitalized Subdivison Assets Transferred 25,000 60,000 40,000 -75,000
New Single Bucket Truck 210,000 210,000
Back Up Generator - Completion 231,570 231,570

$1,801,570  $150,000  $665,500 $99,000 $45,000 $105,000  $445500 $210,000 $231,570 -$150,000
Total Misc Projects $422,400
Total Capital Spending Year $2,223,970
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Total Account Account Account Account Account Account Account Account
Project Description Project 1820 1830 1835 1840 1845 1850 1980 1995

Miscellaneous Pole Replacement 205,960 205,960
Riverside/Broadway Ave-Complete 11,384 11,384
Major Street Rebuild-Start 146,419 121,478 21,800 3,141
Rebuild MS#11-Start 157,516 123,716 6,074 6,026 21,700
Townline Tunnel 177,138 102,971 74,167
Load Transfer from Hydro One-Fairgrounds 144,267 96,481 15,095 32,691
Niagara Street 27.6 CDM Capital-Complete 243,729 177,529 -11,275 65,160 12,315
Capitalized Subdivison Assets Transferred 137,093 707,548 203,075 -773,530
Scada Upgrade-Complete 84,584 84,584
Miscellaneous Underground Rebuild 122,131 43,815 67,020 11,296
Miscellaneous Transformer Replacement 139,163 139,163
Transformer Inventory 423,807 423,807

$1,993,191  $123,716  $721,877 $31,646 $43,815  $935,595  $825,488 $84,584 -$773,530
Total Misc Projects $299,834
Total Capital Spending Year $2,293,025
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Total Account Account Account Account Account Account Account Account
Project Description Project 1830 1835 1840 1845 1850 1855 1980 1995

Scada Upgrade-Start 83,592 83,592
Niagara Street 27.6 CDM Capital-Start 452,498 299,136 62,159 111,946 2,906 90,206 17,401 -131,256
Riverside/Broadway Ave-Continue 216,050 191,144 5,865 19,041
Fitch Street - Relocation 116,292 115,354 21,549 -20,611
Moyer Road /Mathews-Complete 69,239 59,320 3,083 6,836
Carl Road North 69,396 69,396
Chipewa/Nortre Dame 50,931 50,111 820
Miscellaneous Pole Replacement 217,811 217,811
Miscellaneous Underground Rebuild 104,468 5,759 96,337 2,372
Miscellaneous Transformer Replacement 165,187 165,187
Capitalized Subdivison Assets Transferred 15,188 41,193 12,056 -38,061
Transformer Inventory -80,563 -80,563

$1,480,089 $1,002,272 $93,476  $117,705  $140,436  $215,135 $17,401 $83,592 -$189,928
Total Misc Projects $521,923
Total Capital Spending Year $2,002,012
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Total Account Account Account Account Account
Project Description Project 1830 1835 1845 1850 1995

Riverside/Broadway Ave-Start 169,034 166,865 2,169
Moyer Road/Mathews-Start 91,466 91,466
Shisler/Darby Road 124,846 124,846
Miscellaneous Pole Replacement 281,450 281,450
Primeway Drive 184,523 184,523
Capitalized Subdivison Assets Transferred 35,170 190,831 19,360 -175,021
Miscellaneous Underground Rebuild 82,092 82,092
Miscellaneous Transformer Replacement 104,240 104,240
Transformer Inventory 137,949 137,949

$1,210,770  $664,627 $2,169  $457,446  $261,549 -$175,021
Total Misc Projects $564,487
Total Capital Spending Year $1,775,257
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CAPITAL EXPENDITURESDESCRIPTION:
2009 CAPITAL EXPENDITURESBY PROJECT
Rebuild M S#2 Substation

MSH#2 is one of 14 substations owned and operated by Welland Hydro and is located on
McMaster Avenue. The substation is approximately 50 years old and transforms voltage from
27.6 kV down to 4.16 kV. There are currently two switch gears which require replacement at an
estimated cost of $150,000. An additional $150,000 is required to replace existing transformers
with an equivalent transformation capacity. Total cost is estimated at $300,000 for the project.

Miscellaneous Pole Replacement

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual
inspection) and identifies which ones require replacement. The amount budgeted for this capital
expenditure represents cases in which individual or a few poles are replaced as opposed to a
major project in which a complete section is rebuilt. The estimate of $200,000 for 2009 Test
Year and 2008 Bridge Y ear was based on historical actual expenditures from 2005 ($281,450),
2006 ($217,811) and 2007 ($205,960).

Mill Street Rebuild

An apartment complex (subsidized rent) is currently being built at the intersection of Mill Street
and Niagara Street. This area is an older section of Welland and the distribution system in the
area is 4160/2400V and requires replacement. The system in this area will be updated to
27600/16000V at atotal estimated cost of $150,000.

Ontario Road Rebuild (2008/09)

In 2008, Welland Hydro is scheduled to begin rebuilding and extending the distribution system
on Ontario Road which islocated in southeast Welland. The existing poles and power lines have
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been in service for over 40 years and require replacement. Total capital expenditures are
budgeted at $150,000 with $50,000 scheduled for 2008 and the balance of $100,000 in 2009.

Ridge, Rusholme, & Silverthorn (2008/09)

In 2008, Welland Hydro is scheduled to begin rebuilding the distribution system in the Ridge
Road, Rusholme Road & Silverthorn Court areas on the east side of Welland. This area of
Welland is comprised of rural residential and industrial customers. The distribution system is
approximately 40 year old and requires updating/replacement. Total capital expenditures are
budgeted at $200,000 with $100,000 per year forecasted in each of 2008 and 2009.

Towline Road/Rail Track to Dain City

This areaislocated in the south part of Welland and is mainly arural area. The distribution lines
in this area are a vital link to the supply of eectricity to an area of Welland known as Dain City.
The system is between 40 to 50 years old and requires updating/replacement. Total capital
expenditures are budgeted at $200,000 in 2009.

Margeret, Nyr, Thorold Road Project

Thisis an older residential section of Welland located in the centre of the city. The distribution
system has been in service for approximately 40 years and requires updating/replacement. Total
capital costs are budgeted at $250,000 in 2009.

Barrington, Endicott, Fairlawn Underground Rebuild

This residential subdivision is located on the west side of Welland. The underground
distribution system requires new cabling and a new civil infrastructure at a projected capital cost
of $260,000 in 20009.
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Miscellaneous Under ground Rebuild

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service
age / reliability) of the distribution section. Expenditures in this category are smaller in nature
and not part of an overall larger project. The estimates of $100,000 for 2009 Test Year and
$150,000 for 2008 Bridge Year were based on historica actua expenditures from 2005
($82,092), 2006 ($104,468), and 2007 ($122,131).

Miscellaneous Transformer Replacement

Each year Welland Hydro budgets for miscellaneous replacement of transformers (testing /
service age / reliability / failures) within the distribution area. Expenditures in this category are
smaller in nature and not part of an overall larger project. These expenditures represent the net
amount of transformers placed in service and changes in transformers in inventory. In order to
compare budgeted expenditures to previous years, the amount of the change in transformers in
inventory must be taken into consideration. The following shows the 2009 Test Y ear and 2008

Bridge year total expenditures on transformers (In Service/Change in Inventory).

2005 2006 2007 2008 2009
In Service $104,240 $165,187 $139,163 $200,000 $200,000
In Inventory 137,949 (80,563) 423,807  (200,000) %0
Total Transformer $242,189 $ 84,624 $562,970 $0 $200,000

The Accounting Procedures Handbook calls for LDCs to record transformer inventory as capital
assets as opposed to inventory unless the transformer has been designated for specific use at a
later date. The five year average for miscellaneous transformer capital expenditures is $217,957
with the magjority of transformers aready being purchased. The increase in transformer
inventory in 2007 is related to a 9 to 15 month lead time on new purchases. This resulted in a
decrease in transformer inventory in 2006. Although Welland Hydro has budgeted to reduce
transformersin inventory in 2008 by $200,000 followed by no increase in 2009 the actual change
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will be determined by levels which meet both the needs of Welland Hydro’'s customers and the
reliability of the distribution system.

Capitalized Subdivision Assets Transferred

These capital expenditures represent Welland Hydro's capital investment in new subdivisions
within the distribution system. The amount of the capital investment is based on Welland
Hydro's forecasted net revenue (income less incremental expenses) from the system expansion.
The developer is required to enter into an agreement prior to any construction and agrees to
provide Welland Hydro with the capital cost of the expansion. These amounts are then recorded
into Welland Hydro’'s asset ledger by OEB account. A credit in the Capital Contributions
account is also set up with the net difference representing Welland Hydro’ s Capital Investment to
the system expansion. Actua amounts of capital investments made by Welland Hydro were
$35,170 in 2005, $15,188 in 2006, and $137,093 in 2007 for an average annual amount of
$62,484. Amounts included in forecast capital expenditures are $25,000 in 2008 Bridge Year
and $50,000 in 2009 Test Y ear based on past history.

Crowland TS M eter-Wholesale Meter Point

The budget for Wholesale Meter Point upgrades is based on requirements issued by the IESO.
The timing of the upgrades is dependent on the availability of Hydro One resources since
Welland Hydro’s Wholesale Meter Points are located in Hydro One substations and Welland
Hydro employees are not permitted to work on the Hydro One assets. As a result, Welland
Hydro must schedule upgrades with Hydro One and must rely on Hydro One to provide the
construction crews necessary to complete the projects.

Welland Hydro has one Wholesale Meter Point within the distribution system which is located at
the Crowland TS. Thissiteisonly partially compliant under existing market rules. The existing
instrument transformers have been given dispensation until the end of 2009. The Wholesale
Meter Point is used to determine the energy used on eight 27.6 kV Welland Hydro feeders. The
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upgrade cost is based on installing fully compliant metering in each of the eight feeders. Total
capital expenditures are budgeted at $560,000 in 2009.

2008 CAPITAL EXPENDITURESBY PROJECT
Miscellaneous Pole Replacement

Each year Welland Hydro evaluates poles currently in service (testing / service age / visua
inspection) and identifies which ones require replacement. The amount budgeted for this capital
expenditure represents cases in which individual or a few poles are replaced as opposed to a
major project in which a complete section is rebuilt. The estimate of $200,000 for 2009 Test
Year and 2008 Bridge Y ear was based on historical actual expenditures from 2005 ($281,450),
2006 ($217,811), and 2007 ($205,960).

Colbeck Drive27.6 Line

Colbeck Drive is located in the south west part of the City of Welland. This area which was
once considered rural is currently an area where residential growth is taking place with new
subdivisions being built. The distribution line which supplies power to this growth area requires
rebuilding and will be updated from 4.16 kV to 27.6 kV. Tota budgeted capital costs for 2008
are $90,000.

Major Street Rebuild (2007/08)

The Major Street/Centre Street area of Welland is an older heavy industrial area of the city. The
City of Welland is currently in the process of revitalizing an old steel mill property into smaller
industrial complexes. The distribution system in the area is over 40 years old and required
updating along with a small extension. Work began on this project in 2007 and total capital
expenditures for the year were $146,419. Work will be completed in 2008 at an estimated cost
of $50,000. However, a $75,000 capital contribution from new customers has been planned for
2008 which will more than offset 2008 expenses.
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Clare Avenue Rebuild

A small section of the distribution system on Clare Avenue in northwest Welland requires
replacement. The poles will aso be relocated during the construction process. Total capital
costs of the project are estimated at $20,000 in 2008.

Myrtle& Empire27.6 Line

Myrtle Avenue and Empire Street areas are older residential sections in central Welland. The
distribution system requires replacement and will be updated from the current 4.16 kV to 27.6
kV. Thiswill require new poles, hardware, lines, and transformers at a total cost of $250,000 in
2008.

Ontario Road Rebuild (2008/09)

Description provided in 2009 Capital Expenditures by Project. Total capital expenditures for
2008 are budgeted at $50,000 with an additional $100,000 planned in 2009.

Ridge, Rusholme, & Silverthorn (2008/09)

Description provided in 2009 Capital Expenditures by Project. Total capital expenditures for
2008 are budgeted at $100,000 with an additional $100,000 planned in 2009.

Aqueduct Area (Birch, Cedar, and Beechwood)

The existing 27.6 kV line in this area requires replacement. During the rebuild Welland Hydro
will be converting some existing customers from 4.16 kV to 27.6 kV. Total capital expenditures
for 2008 are budgeted at $100,000.

Crowland TSLine Upgrade

This upgrade is related to work being performed by Hydro One in an area located adjacent to
Welland Hydro’ s distribution area. Total costs are projected at $50,000 in 2008.
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Niagara Street & Lancaster 27.6Line

Niagara Street is a mgjor commercia area located on the north side of Welland. In 2007 the
distribution system south of Woodlawn road was rebuilt and upgraded from 4.16 kV to 27.6 kV.
The distribution system north of Woodlawn requires replacement and will aso be upgraded to
27.6 kV. Total capital expenditure required is planned at $200,000 in 2008.

Miscellaneous Under ground Rebuild

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service
age / reliability) of the distribution section. Expenditures in this category are smaller in nature
and not part of an overall larger project. The estimate of $100,000 for 2009 Test Year and
$150,000 for 2008 Bridge Year were based on historica actual expenditures from 2005
($82,092), 2006 ($104,468), and 2007 ($122,131).

Rebuild M S#11 Substation (2007/08)

MSH#11 is one of 14 substations owned and operated by Welland Hydro. It is located on Darby
Road on the east side of Welland. In 2007 work began on replacing the switch gear and the
installation of a new transformer. Tota capital expenditures are estimated at $307,516. A total
of $157,516 was spent in 2007 with the balance of $150,000 required to complete the project
planned for 2008.

Capitalized Subdivision Assets Transferred

These capital expenditures represent Welland Hydro’s capital investment in new subdivisions
within the distribution system. The amount of the capital investment is based on Welland
Hydro's forecasted net revenue (income less incrementa expenses) from the system expansion.
The developer is required to enter into an agreement prior any construction and agrees to provide
Welland Hydro with the capital cost of the expansion. These amounts are then recorded into
Welland Hydro’s asset ledger by OEB account. A credit in the Capital Contributions account is
also set up with the net difference representing Welland Hydro's Capital Investment to the
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system expansion. Actual amounts of capital investments made by Welland Hydro were $35,170
in 2005, $15,188 in 2006, and $137,093 in 2007 for an average annua amount of $62,484.
Amounts included in forecast capital expenditures are $25,000 in 2008 Bridge Y ear and $50,000
in 2009 Test Y ear based on past history.

New Single Bucket Truck

Welland Hydro reviews its current fleet of vehicles on a yearly basis to determine if any capital
investments are required. The decision to replace a vehicle is based on age of service, past repair
costs, and safety related items. A new single bucket truck has been ordered to replace an aging
truck in the current fleet. The truck was ordered in early 2008 as the result of a 10 month lead
time for delivery. Total cost of the truck and equipment is budgeted at $210,000 for 2008.

Back Up Generator (2007/08)

The existing backup generator for Welland Hydro' s service centre has been in operation for over
forty years. The current generator is not large enough to provide power for the entire service
centre supplying only enough to keep the control room and engineering operational. In 2007,
Welland Hydro's board approved replacement of the current generator with a system large
enough to power the entire service centre and meet environmental regulations. During a power
outage, the operation of the service centre is crucia for reviewing the status of the distribution
system and directing manpower and resources to complete the necessary work. Initial capital
expenditures of $24,019 in 2007 will be followed by $231,570 in 2008 to fully complete the

project.

2007 CAPITAL EXPENDITURESBY PROJECT
Miscellaneous Pole Replacement

Each year Welland Hydro evauates poles currently in service (testing / service age / visual

inspection) and identifies which ones require replacement. The amounts recorded for this capital
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expenditure represents cases in which individual or a few poles are replaced as opposed to a
major project in which a complete section is rebuilt. The actua expenditures for 2007 were
$205,960.

River side/Br oadway Ave Rebuild (2005-2007)

Broadway Avenue and Riverside Drive are older residential areas in Welland south. 1n 2005,
Welland Hydro started on a two year project to replace the existing 4.16 kV and 27.6 kV linesin
this area. In addition, a new 27.6 kV line was constructed on Riverside Drive. During the
construction process, some existing 4.16 kV customers were also converted to 27.6 kV. Totd
cost of the project was $396,468 with expenditures of $169,034 in 2005, $216,050 in 2006, and
$11,384 in 2007.

Major Street Rebuild (2007/08)

Description provided in 2008 Capital Expenditures by Project. Actual capital expenditures in
2007 were $146,419 with $50,000 budgeted for 2008 to compl ete the project.

Rebuild M S#11 (2007/08)

Description provided in 2008 Capital Expenditures by Project. Actual capital expenditures in
2007 were $157,516 with $150,000 budgeted for 2008 to complete the project.

Towline Tunnel Project

This project represents rebuilding the distribution system from Ridge Road in the east
proceeding through the Towline Tunnel under the Welland Canal to Ontario Road in the west.
The project included replacing the cables which run in underground vaults associated with the
Towline Tunnel which provides access under the canal. Total actual costs of capital

expenditures relating to this project were $177,138 in 2007.
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Load Transfer from Hydro One-Fairgrounds

Welland Hydro currently has a long term load transfer arrangement with Hydro One
Networks Inc. (“Hydro One”). In order to eliminate the requirement for the load transfer
and comply with OEB requirements, Welland Hydro invested a total of $144,267 in capital
expenditures in 2007. The area involved is located in north east Welland and includes the
Welland Fairgrounds. Plans are also in place to develop new subdivisions in the immediate
area and the improvements made will allow Welland Hydro to meet future service
requirements within its distribution service area boundaries. As a result of the above
capital expenditure all load transfer customers in this area who were previously supplied

power by Hydro One are now being supplied by Welland Hydro.
Niagara Street 27.6 CDM Capital (2006/07)

The primary drivers for these types of projects are requests by municipalities and road
authorities for plant relocation and/or modifications. These projects generally occur due to
road widening, resurfacing, and or realignment. The Public Service Works on Highways
Act provides for a cost sharing arrangement whereby the road authority contributes 50% of
the cost of labor and equipment for the project. Welland Hydro is then responsible for the
remaining 50% of the labor and equipment cost, and 100% of the cost of material for the

project.

In 2005 Welland Hydro was informed by the Region of Niagara of the plans to widen
Niagara Street in Welland from Thorold road in the south to Woodlawn road in the north.
The widening would allow for the addition of aturning lane to be used by traffic flowing in
either direction. This section of Welland Hydro’s distribution system was being serviced
by older 4.16 kV lines which have a higher line loss factor than 27.6 kV lines. Welland
Hydro proposed to rebuild and upgrade this section of Welland Hydro’ s distribution system
to 27.6 kV line as part of the Third Tranche CDM spending which was subsequently
approved by the OEB.
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A total of $696,227 in capital expenditures was spent in 2006 ($452,498) and 2007
($243,729). These costs were offset by a capital contribution from the Region of Niagara
in 2006 of $131,256 which isrecorded in Account 1995.

Capitalized Subdivision Assets Transferred

These capital expenditures represent Welland Hydro's capital investments in new subdivisions
within the distribution system. The amount of the capital investment is based on Welland
Hydro's forecasted net revenue (income less incrementa expenses) from the system expansion.
The developer is required to enter into an agreement prior to any construction and agrees to
provide Welland Hydro with the capital cost of the expansion. These amounts are then recorded
into Welland Hydro’'s asset ledger by OEB account. A credit in the Capital Contributions
account is also set up with the net difference representing Welland Hydro’ s Capital Investment to

the system expansion.

In 2007, capital investments were made for the following subdivisions:

Harvest | $15,771
Harvest |1 22,037
Harvest I11 26,102
Whispering Pine | 17,786
Draper Creek | & 11 41,421
Welland River Estates _ 13,976

Total Welland Hydro Investment ~ $137,093
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SCADA System Upgrade (2006/07)

The existing SCADA software and hardware control system was purchased in 1998 with aVMS
operating system for which support is being phased out by the software vendor. The existing
hardware is obsolete and no longer supported. A decision was made to upgrade the system in
November, 2006 to a windows based operating system with new computers and servers. The
new system is significantly faster than the existing system with increased reliability and
additional features. Actua capital spending was $83,592 in 2006 followed by $84,584 in 2007
for atota project cost of $168,176.

Miscellaneous Under ground Rebuild

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service
age / reliability) of the distribution section. Expenditures in this category are smaller in nature
and not part of an overall larger project. The actual capital expenditure for 2007 was $122,131.

Miscellaneous Transformer Replacement

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.
Actual capital expendituresin 2007 were $139,163.

Transformer Inventory

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.
Actual capital expendituresin 2007 were $423,807.

2006 CAPITAL EXPENDITUESBY PROJECT
SCADA System Upgrade (2006/07)

Description provided in 2007 Capital Expenditures by Project. Actual capital expenditures were
$83,592 in 2006 followed by $84,584 in 2007.
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Niagara Street 27.6 CDM Capital (2006/07)

Description provided in 2007 Capital Expenditures by Project. Actua capital expenditures were
$452,498 in 2006 followed by $243,729 in 2007.

Riverside/Broadway Ave Rebuild (2005-2007)

Description provided in 2007 Capital Expenditures by Project. Actua capita expenditures in
2006 were $216,050.

Fitch Street Relocation

Fitch Street is located on the west side of Welland and was widened and resurfaced in 2006. As
aresult, Welland Hydro made improvements to the existing distribution system while relocating
the poles to new locations. A capital contribution was received to offset 50% of labor and
equipment costs and is recorded in Account 1995. Total capital costs were $116,292 net of
contributed capital in 2006.

Moyer Road/M athews (2005/06)

In 2005, Welland Hydro began replacing the existing 4.16 kV and 27.6 kV power lines in this
area. This project was performed in conjunction with the distribution system rebuild on Carl
Road. This continuous section of line connects into the Hydro One system bordering Welland
Hydro's service area. This would alow for the transfer of electricity between systems in the
event of a power interruption. Total expenditures included $91,466 in 2005 followed by $69,239
in 2006 to complete the project.

Carl Road North

As indicated above this project was made in conjunction with the distribution system rebuild on
Moyer Road and Mathews Road. Total capital expenditures were $69,396 in 2006.
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Chippewa/Notre Dame

This project involved the relocation of existing poles and an upgrade to the distribution system at
atotal cost of $50,931 in 2006.

Miscellaneous Pole Replacement

Each year Welland Hydro evaluates poles currently in service (testing / service age / visua
inspection) and identifies which ones require replacement. The amount budgeted for this capital
expenditure represents cases in which individual or a few poles are replaced as opposed to a
major project in which a complete section is rebuilt. The actua expenditures for 2006 were
$217,811.

Miscellaneous Under ground Rebuild

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service
age / system reliability) of the distribution section. Expenditures in this category are smaller in
nature and not part of an overal larger project. The actual capital expenditure for 2006 was
$104,468.

Miscellaneous Transformer Replacement

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.
Actual capital expenditures were $165,187 in 2006.

Capitalized Subdivision Assets Transferred

These capital expenditures represent Welland Hydro's capital investments in new subdivisions
within the distribution system. The amount of the capital investment is based on Welland
Hydro's forecasted net revenue (income less incremental expenses) from the system expansion.
The developer is required to enter into an agreement prior any construction and agrees to provide
Welland Hydro with the capital cost of the expansion. These amounts are then recorded into
Welland Hydro's asset ledger by OEB account. A credit in the Capital Contributions account is
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also set up with the net difference representing Welland Hydro's Capital Investment to the
system expansion. In 2006, a capital investment of $15,188 was made to the Stoneybrook
subdivision.

Transformer Inventory

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.
Actual capital expendituresin 2006 were ($80,563).

2005 CAPITAL EXPENDITURESBY PROJECT
River side/Br oadway Ave (2005-2007)

Description provided in 2007 Capital Expenditures by Project. Actual capita expenditures in
2005 were $169,034.

Moyer Road/M athews (2005/06)

Description provided in 2006 Capital Expenditures by Project. Actual capita expenditures in
2005 were $91,466.

Shisler/Dar by Road

This project in arural area on Welland's east side required the replacement of hydro polesin an
older section of Welland Hydro's distribution section. Actua capital expenditures were
$124,846 in 2005.

Miscellaneous Pole Replacement

Each year Welland Hydro evaluates poles currently in service (testing / service age / visual
inspection) and identifies which ones require replacement. The amount budgeted for this capital

expenditure represents cases in which individual or a few poles are replaced as opposed to a
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major project in which a complete section is rebuilt. Actua expenditures for 2005 were
$281,450.

Primeway Drive

Primeway Drive is a new roadway in the City of Welland which was completed in 2006.
Construction of a magjor commercial shopping area began in 2005 and is still ongoing. In order
to service this area, Welland Hydro extended the current distribution system and spent $184,523
on underground cabling in 2005. This section of Welland is projected as a high growth area with

the possibility of significant construction and development over the next decade.
Capitalized Subdivision Assets Transferred

These capital expenditures represent Welland Hydro’s capital investments in new subdivisions
within the distribution system. The amount of the capital investment is based on Welland
Hydro's forecasted net revenue (income less incremental expenses) from the system expansion.
The developer is required to enter into an agreement prior any construction and agrees to provide
Welland Hydro with the capital cost of the expansion. These amounts are then recorded into
Welland Hydro's asset ledger by OEB account. A credit in the Capital Contributions account is
also set up with the net difference representing Welland Hydro's Capital Investment to the

system expansion.

In 2005, capital investments were made for the following subdivisions:

Woodhaven Phase | $16,454
Larchwood Subdivision 7,390
Clare Ave Estates 11,326

Total Welland Hydro Investment ~ $35,170
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Miscellaneous Under ground Rebuild

Each year Welland Hydro budgets for miscellaneous upgrades to underground sections (service
age / system reliability) of the distribution section. Expenditures in this category are smaler in
nature and not part of an overal larger project. The actual capital expenditure for 2005 was
$82,098.

Miscellaneous Transformer Replacement

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.
Actual capital expendituresin 2005 were $104,240.

Transformer Inventory

Description provided in 2009 Capital Expenditures by Project - Misc. Transformer Replacement.
Actual capital expendituresin 2005 were $137,949.
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CAPITALIZATION POLICY:

Welland Hydro applies the following general capitalization policies and principles based on
Generally Accepted Accounting Principles (*GAAP’), in particular CICA Handbook Section
3060 Capital Assets, aswell as guidelines set out by the OEB, where applicable:

e The amount to be capitalized is the cost to acquire or construct a capital asset, including
any ancillary costs incurred to place a capital asset into its intended state of operation.

Welland Hydro does not currently capitalize interest on funds for construction.

e Assets that are intended to be used on an on-going basis and are expected to provide
future economic benefit (generally considered to be greater than one year) will be
capitalized.

e Individua items with an estimated useful life greater than one year and valued at greater
than $250 will be capitalized.

e Expenditures that create a physical betterment or improvement of the asset (i.e. thereisa
significant increase in the physica output or service capacity; or the useful life of the
capital asset is extended) will be capitalized.

e With respect to transportation equipment (e.g. vehicles), al costs associated with putting

avehicle into service are capitalized.
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WORKING CAPITAL CALCULATION:
OVERVIEW:

Welland Hydro’'s working capita allowance is forecast to be $6,343,168 for 2009 and is based
on the “15% of specific O&M accounts formula approach” referred to at page 15 of the Board's
Filing Requirements. Welland Hydro has provided its calculations by account for each of 2006
Actual, 2007 Actual, the 2008 Bridge Y ear and the 2009 Test Y ear in Table 19 on the following

pages.



Table 19

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 2

Tab 4

Schedule 1

Page 2 of 3

Filed: August 15, 2008

Working Capital Calculation by Account

Allowance for Allowance for Allowance for Allowance for
Working Working Working Working
Description 2006 Actual Capital 2007 Actual Capital 2008 Bridge Capital 2009 Test Capital
Rate used for Working Capital Allowance 15% 15% 15% 15%
Operation
5005-Operation Supervision and Engineering 54,188 8,128 65,475 9,821 83,862 12,579 86,349 12,952
5010-Load Dispatching 58,569 8,785 74,914 11,237 76,867 11,530 79,101 11,865
| _5012-Station Buildings and Fixtures Expense 5,122 768 11,787 1,768 11,973 1,796 12,268 1,840
014-Transformer Station Equipment - Operation Labour 0 0 0 0 0 0 0 0
015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0 0 0 0 0
016-Distribution Station Equipment - Operation Labour 8,698 1,305 11,993 1,799 15,552 2,333 17,676 2,651
5017-Distribution Station Equipment - Operation Supplies and Expenses 106,991 16,049 110,129 16,519 112,565 16,885 115,650 17,348
5020-Overhead Distribution Lines and Feeders - Operation Labour 55,838 8,376 67,768 10,165 87,931 13,190 99,596 14,939
| 5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 48,917 7,338 155,733 23,360 168,573 25,286 181,766 27,265
| 5030-Overhead Sub transmission Feeders - Operation 58,947 8,842 61,256 9,188 76,052 11,408 85,777 12,867
035-Overhead Distribution Transformers- Operation 11,328 1,699 12,018 1,803 13,853 2,078 14,131 2,120
040-Underground Distribution Lines and Feeders - Operation Labour 101,693 15,254 106,693 16,004 138,440 20,766 157,335 23,600
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 26,172 3,926 29,396 4,409 26,409 3,961 27,295 4,094
5050-Underground Sub Feeders - Operation 29,219 4,383 34,319 5,148 42,382 6,357 47,806 7,171
| _5055-Underground Distribution Transformers - Operation 8,152 1,223 12,741 1911 13,200 1,980 13,444 2,017
| 5065-Meter Expense 283,635 42,545 310,752 46,613 312,698 46,905 339,287 50,893
070-Customer Premises - Operation Labour 1,317 198 5,865 880 7,606 1,141 8,644 1,297
075-Customer Premises - Materials and Expenses 21 32 0 0 0 0 0 0
5085-Miscellaneous Distribution Expense 241,338 36,201 136,512 20,477 167,742 25,161 188,506 28,276
5095-Overhead Distribution Lines and Feeders - Rental Paid 22,349 3,352 6,230 935 21,966 3,295 22,405 3,361
5096-Other Rent 0 0 0 0 0 0 0 0
Sub-Total 1,122,683 168,402 1,213,581 182,037 1,377,671 206,651 1,497,036 224,555
Maintenance
5105-Maintenance Supervision and Engineering 58,199 8,730 69,212 10,382 85,144 12,772 95,673 14,351
5110-Maintenance of Buildings and Fixtures - Distribution Stations 20,307 3,046 15,607 2,341 18,022 2,703 18,933 2,840
|__5114-Maintenance of Distribution Station Equipment 12,87! 1,931 23,550 3,532 16,627 2,494 18,397 2,760
|__5120-Maintenance of Poles, Towers and Fixtures 60,64 9,097 38,262 5,739 45,281 6,792 50,587 7,588
|_5121-Maintenance of Subtrans 10,834 1,625 12,003 1,800 11,980 1,797 13,469 2,020
125-Maintenance of Overhead Conductors and Devices 151,279 22,692 131,592 19,739 162,406 24,361 180,518 27,078
5126-Maintenance of Overhead Subtrans 33,077 4,962 54,597 8,190 66,512 9,977 74,124 11,119
5130-Maintenance of Overhead Services 150,522 22,578 155,952 23,393 181,594 27,239 199,717 29,958
|_5135-Overhead Distribution Lines and Feeders - Right of Wa 94,131 14,120 146,128 21,919 204,588 30,688 209,200 31,380
|__5145-Maintenance of Underground Conduit 21 3 21,141 3171 22,548 3,382 23,977 3,597
|__5150-Maintenance of Underground Conductors and Devices 67,675 10,151 132,448 19,867 143,766 21,565 158,122 23,718
151-Maintenance Emergency 12,743 1,911 16,331 2,450 20,728 3,109 22,969 3,445
5155-Maintenance of Underground Services 46,848 7,027 50,744 7,612 56,898 8,535 62,433 9,365
5160-Maintenance of Line Transformers 17,826 2,674 50,399 7,560 91,046 13,657 93,606 14,041
5175-Maintenance of Meters 3,237 486 4,242 636 3,701 555 3,813 572
5195-Maintenance of Other Installations on Customer Premises 286 43 3,851 578 4,994 749 5,676 851
Sub-Total 740,507 111,076 926,058 138,909 1,135,835 170,375 1,231,214 184,682
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Working Capital Calculation by Account

Allowance for Allowance for Allowance for Allowance for
Working Working Working Working
Description 2006 Actual Capital 2007 Actual Capital 2008 Bridge Capital 2009 Test Capital
Rate used for Working Capital Allowance 15% 15% 15% 15%
Billing and Collections
5305-Supervision 0 0 0 0 0 0 0 0
5310-Meter Reading Expense 115,615 17,342 132,170 19,825 129,563 19,434 132,554 19,883
5315-Customer Billing 364,572 54,686 395,966 59,395 397,246 59,587 409,365 61,405
5320-Collecting 292,756 43,913 329,920 49,488 332,691 49,904 345,711 51,857
5325-Collecting- Cash Over and Short 169 25 32 5 12 2 0 8
5335-Bad Debt Expense (434,303) (65,145) 48,263 7,239 58,480 8,772 59,650 8,948
5340-Miscellaneous Customer Accounts 0 0 0 0 0 0 0 0
5350-Retail Billing 28,602 4,290 29,365 4,405 28,781 4,317 30,725 4,609
5360-Retail STR 3,640 546 1,988 298 2,059 309 2,119 318
Sub-Total 371,051 55,658 937,705 140,656 948,832 142,325 980,174 147,026
Community Relations
5405-Supervision 34,719 5,208 38,239 5,736 39,613 5,942 40,800 6,120
5410-Community Relations - Sundry 8,334 1,250 5,356 803 4,978 747 5,536 30
5415-Energy Conservation 95,392 14,309 95,904 14,386 15,000 2,250 95,274 14,291
5420-Community Safety Program 7,274 1,091 5,783 867 7,290 1,094 6,500 75
5425-Miscellaneous Customer Service and Informational Expenses 621 93 80 12 111 17 100 15
5510-Demonstrating and Selling Expense 0 0 0 0 0 0 0 0
5515-Advertising Expense 6,512 977 9,548 1,432 10,502 1,575 11,457 1,719
5520-Miscellaneous Sales Expense 0 0 0 0 0 0 0 0
Sub-Total 152,851 22,928 154,910 23,237 77,494 11,624 159,667 23,950
Administrative and General Expenses
5605-Executive Salaries and Expenses 228,724 34,309 350,871 52,631 313,443 47,016 327,398 49,110
5610-Management Salaries and Expenses 243,200 36,480 391,994 58,799 393,151 58,973 403,669 60,550
5615-General Administrative Salaries and 318,686 47,803 286,255 42,938 273,349 41,002 283,123 42,468
5620-Office Supplies and Expenses 0 0 0 0 0 0 0 0
5625-Administrative Expense Transferred Credit (166,039) (24,906) (153,081) (22,962) (194,884) (29,233) (215,178) (32,277)
5630-Outside Services Employed 204,046 30,607 145,522 21,828 135,000 20,250 146,700 22,005
5635-Property Insurance 0 0 0 0 0 0 0 0
5640-Injuries and Damages 0 0 0 0 0 0 0 0
5645-Employee Pensions and Benefits 115,191 17,279 112,687 16,903 111,064 16,660 117,300 17,595
5655-Regulatory Expenses 86,738 13,011 43,837 6,576 45,800 6,870 66,500 9,975
5660-General Advertising Expenses 0 0 0 0 0 0 0 0
5665-Miscellaneous General 90,965 13,645 91,966 13,795 102,054 15,308 108,070 16,211
5675-Maintenance of General Plant 0 0 0 0 0 0 0 0
5680-Electrical Safety Authority Fees 7,962 1,194 8,007 1,201 8,023 1,203 8,263 1,239
Sub-Total 1,129,472 169,421 1,278,057 191,709 1,187,000 178,050 1,245,845 186,877
Property Taxes
6215 - Penalties | 4,519 678 0 0 0 0 0 0
Sub-Total } 4,519 678 0 0 0 0 0 0
Cost of Power
4705-Power Purchased 28,223,374 4,233,506 27,227,508 4,084,126 28,515,278 4,277,292 29,451,014 4,417,652
4708-Charges-WMS 3,036,517 455,477 3,065,951 459,893 3,072,362 460,854 3,080,760 462,114
4710-Cost of Power Adjustments 0 0 1,104 166 0 0 0 0
4714-Charges-NW 2,522,838 378,426 2,617,761 392,664 2,416,581 362,487 2,335,966 350,395
4716-Charges-CN 2,225,373 333,806 2,255,083 338,263 2,286,404 342,961 2,306,110 345,917
| _4720-Other Power Expenses 28,408 4,261 (10,965) (1,645) 0 0 0 0
4730-Rural Rate Assistance Expense 0 0 0 0 0 0 0 0
Sub-Total 36,036,509 5,405,476 35,156,442 5,273,466 36,290,625 5,443,594 37,173,850 5,576,078
WORKING CAPITAL ALLOWANCE TOTAL 39,557,593 5,933,639 | | 39,666,753 5,950,013 41,017,457 6,152,619 42,287,786 6,343,168
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VARIANCE ANALYSIS-WORKING CAPITAL:

Welland Hydro’'s materiality threshold for changes in working capital allowance is $194,040.
For 2007 Actual, 2008 Bridge, and 2009 Test there are no changes in individual accounts which
exceed the materiality threshold. As a result, no explanation of the increases is required.
However, the maority of the increase in the working capital/working capital allowance in each
of the 2008 Bridge Y ear ($1,350,704 / $202,606) and 2009 Test Y ear ($1,270,329 / $190,549) is
related to account 4705-Power Purchased. There was very little change in the working
capital/working capital allowance in 2007 ($109,160 / $16,374). These numbers are obtained
from Table 3 in Exhibit 2, Tab 1, and Schedule 2.

The working capital alowance for 2006 Actua compared to the 2006 Board Approved
increased by $506,588 as a result of an increase in total working capital of $3,377,521. The
increase represents a change over a two year period from 2004 to 2006. The variance is again
related to Power Supply Expenses. The 2006 Board Approved Power Supply Expenses of
$32,126,282 increased to $36,036,509 for Actua 2006. The total increase of $3,910,227
accounts for $586,534 (15%) in the change in working capital alowance. Asaresult, no further

analysisisrequired.
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OVERVIEW OF OPERATING REVENUE:

This Exhibit provides the details of Welland Hydro’s operating revenue for the 2006 Board
Approved, 2006 Actua, 2007 Actual, 2008 Bridge Year and the 2009 Test Year. This Exhibit

also provides a detailed variance analysis by rate class of the operating revenue components.

Distribution revenues for the 2008 Bridge year and 2009 test year have been calculated using the
rates approved in the OEB’s 2008 Decision and Order for EB-2007-0855, dated March 18, 2008.
Distribution revenue does not include revenue from commodity sales.

A summary of operating revenuesis presented in Exhibit 3, Tab 1, and Schedule 2.
Throughput Revenue:

Information related to Welland Hydro’'s throughput revenue includes details such as weather
normalized forecasting methodology, normalized volume and customer count forecast tables.
Detailed variance analysis on the forecast information is also provided. Detailed information
relating to throughput revenueis set out in the Schedules contained in Exhibit 3, Tab 2.

Other Revenue:

Other revenues include (for example) Late Payment Charges, Miscellaneous Service Revenues
and Retail Services Revenues. A summary of these operating revenues together with a
materiality analysis of variancesis presented in Exhibit 3, Tab 3, Schedules 1 and 2.

Revenue Sharing:

As noted in Exhibit 3, Tab 4, Schedule 1, Welland Hydro does not have a revenue sharing
practicein place.
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WELLAND HYDRO ELECTRIC SYSTEM CORP
SUMMARY OF OPERATING REVENUE TABLE 1
REVISED TO REFLECT 2007 PILS DECISION

2006 2006 Variance 2007 Variance 2008 Variance 2009 Variance
Board Full Yr from 2006 Full Yr from 2006 Bridge Yr from 2007 Test Yr from 2008
Approved Actual Board Approved Actual Actual Current Rates Actual Current Rates Actual
%) ®) %) %) %) ®) %) % ®)
Distribution Services Revenue-Monthly
Residential 2,933,950 2,736,531 -197,419 2,889,520 152,989 3,037,723 148,203 3,063,071 25,348
General Service Less Than 50 kw 375,463 382,789 7,326 381,863 -926 389,104 7,241 389,104 0
General Service 50 to 4999 kw 474,512 440,493 -34,019 416,596 -23,897 412,029 -4,567 412,029 0
Large Use 379,847 349,185 -30,662 285,374 -63,811 383,265 97,891 383,265 0
Unmetered Scattered Load* 28,701 0 -28,701 14,697 14,697 24,702 10,005 24,236 -466
Sentinel Lighting 3,157 2,746 -411 2,833 87 3,154 321 3,115 -39
Street Lighting 14,308 12,909 -1,399 13,449 540 14,366 917 14,422 56
Total Distribution Revenue Monthly 4,209,938 3,924,653 -285,285 4,004,332 79,679 4,264,343 260,011 4,289,242 24,899
Distribution Services Revenue-Volumetric
Residential 1,984,137 1,899,135 -85,002 2,001,363 102,228 2,154,181 152,818 2,170,996 16,815
General Service Less Than 50 kw 304,260 311,182 6,922 320,337 9,155 366,084 45,747 366,084 0
General Service 50 to 4999 kw 338,952 294,461 -44,491 362,439 67,978 316,565 -45,874 316,565 0
Large Use 201,595 183,148 -18,447 170,800 -12,348 215,889 45,089 215,889 0
Unmetered Scattered Load* 8,271 0 -8,271 5,779 5,779 7,328 1,549 7,188 -140
Sentinel Lighting 1,793 2,208 415 2,066 -142 2,159 93 2,133 -26
Street Lighting 9,849 9,067 -782 9,488 421 10,155 667 10,196 41
Total Distribution Revenue Volumetric 2,848,857 2,699,201 -149,656 2,872,272 173,071 3,072,361 200,089 3,089,051 16,690
CDM Revenue 0 -91,969 -91,969 598,714 690,683 0 -598,714 0 0
SSA Administrative Revenue 83,845 74,486 -9,359 73,386 -1,100 72,249 -1,137 72,780 531
Transformer Allowance-General Service 50 to 4999 kW -130,446 -121,987 8,459 -139,597 -17,610 -104,868 34,729 -104,868 0
Transformer Allowance-Large Use -172,141 -173,771 -1,630 -153,956 19,815 -180,333 -26,377 -180,333 0
|Total Distribution Services Revenue | 6,840,053 6,310,613] -529,440] 7,255,151] 944,538] 7,123,752] -131,399| 7,165,872 42,120
Retail Services Revenue 31,074 32,680 1,606 46,970 14,290 35,174 -11,796 35,174 0
Service Transaction Requests 331 1,901 1,570 2,060 159 2,040 -20 2,040 0
|Total Distribution Revenue |  6,871,458]  6,345,194] -526,264|  7,304,181| 958,987| 7,160,966] -143,215]  7,203,086] 42,120|
|Other Income & Reveune | 691,540] 835,856] 144,316] 856,451 ] 20,595] 589,456| -266,995| 546,356] -43,100]
|Total Service Revenue | 7,562,998 7,181,050] -381,948] 8,160,632 979,582] 7,750,422] -410,210] 7,749,442] -980|

* Unmetered Scattered Load Revenues were charged to the same general ledger account as GS<50 until May, 2007
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VARIANCE ANALYSISON OPERATING REVENUE:

Welland Hydro's distribution revenue for 2008 Bridge Year and 2009 Test Year has been
calculated using its most recently approved rates. In particular, delivery rates are based on the
EB-2007-0855 Rate Order, dated March 18, 2008. As noted above, distribution revenue does not
include commodity-rel ated revenue. In addition, 2006 and 2007 distribution revenues have been
affected by the accounting treatment of Third-Tranche CDM activities. A total amount of
$694,106 was approved for spending by Welland Hydro on Conservation and Demand related
expenses. Revenues were deferred until actual expenses were incurred. A summary of the

accounting is as follows:

2005 YR 2006YR 2007YR TOTAL

Deferred Revenue ($506,745) ($187,361) - ($694,106)
Actual Expenditures - 95392 598714 694,106
CDM Revenue ($506,745) ($91,969)  $598,714 $0

All expenses were incurred prior to September 1, 2007 and Welland Hydro has not requested any
subsequent CDM Revenues. The treatment of Third-Tranche CDM activities is strictly an
accounting issue and has no effect on 2008 Bridge Y ear or 2009 Test Y ear distribution revenues

or Revenue deficiency calculations.
VARIANCE ANALYSISBY YEAR:
2006 Board Approved:

Welland Hydro's 2006 Board Approved operating revenue was forecast to be $7,562,998 as
shown in Exhibit 3, Tab 1, Schedule 2. Distribution revenue totaled $6,871,458 or 90.9% of total
revenues. Other operating revenues account for the remaining $691,540. The original 2006 EDR
Board Approved rates have been revised to reflect an interim rate order effective October 1, 2007
(EB-2007-0663) to adjust rates for PILs resulting from the elimination of loss carry forwards. As
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aresult of the decision, Distribution Revenues were increased by $353,832 per year. The new
rates are being charged to customers effective February 1, 2008. Deferral account 1574 has been
set up to record increased revenues from October 1, 2007 through February 1, 2008 for
disposition at alater date.

2006 Actual:

Welland Hydro’ s operating revenue in fiscal 2006 was $7,181,050, as shown in Exhibit 3, Tab 1,
Schedule 2. Distribution revenue totaled $6,345,194 or 88.4% of total revenues. Other operating

revenues account for the remaining $835,856.
Comparison to 2006 Board Approved:

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue was $381,948 lower than
the 2006 Board Approved levels, or $289,979 lower when adjusted for CDM revenues. This
difference results from two major issues. Thefirst was that original 2006 EDR rates did not take
effect until May 1, 2006 resulting in only 8 months of comparable distribution revenues. The
second is that increased rates for PILs were not in effect until October 1, 2007 but the 2006
Board Approved numbers have been revised to include the increase in PILs. During 2006,
Welland Hydro was sharing loss carry forwards with customers which were the result of timing
differences from Regulatory Assets.

These decreases to Distribution Revenue were partialy offset by increases in Other Income

(Capital Gain, Scrap Metal Sales) and Investment Income (Interest Income).
2007 Actual:

Welland Hydro’ s operating revenue in fiscal 2007 was $8,160,632 as shown in Exhibit 3, Tab 1,
Schedule 2. Distribution revenue totaled $7,304,181 or 89.5% of total revenues. Other operating
revenues accounts for the remaining $856,451.
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Comparison to 2006 Actual:

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue was $979,582 higher than
the 2006 Actua amounts. This amount is reduced to $288,899 higher when adjusted for CDM
revenues. The increase in revenues in 2007 compared to 2006 is mainly due to having 12
months of 2006 EDR rates in 2007 versus 8 months in 2006. However, during 2007 Welland
Hydro experienced some shifting of customers within classes which has had a material negative
impact on Distribution Revenues. The number of large users decreased from 3 to 2 and there
was aso a shift from General Service 50 to 4999kW to General Service less than 50kW.
Increased revenues from October to December relating to the interim PILs rate order were not
included in revenues in 2007 as the amounts to be accrued were not known until after year end.
Other Income and Revenue for 2007 was comparable to 2006 as aresult of a capital gain on the

sale of stock obtained from the demutualization of Sun Life Insurance.
2008 Bridge Year:

Welland Hydro's operating revenue is forecast to be $7,750,422 in fiscal 2008, as shown in
Exhibit 3, Tab 1, Schedule 2. Distribution revenue totals $7,160,966 or 92.4% of total revenues.

Other operating revenues accounts for the remaining $589,456.

Comparison to 2007 Actual:

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue is expected to be $410,210
lower than 2007 actual amounts. However, this amount is revised to an $188,504 increase when
adjusted for CDM revenues. The increase is due mainly to two reasons. The first is 2008
revenues reflect the increase in rates as approved in the PILs interim rate order. The second is a
change in the number of large users from 2 back to 3. Welland Hydro has two large volume
customers which border the 5000kW demand line between Large User and General Service.
Thereis currently a substantia difference in the Distribution Revenues between the two classes.
The difference in Distribution Revenues has been partially addressed in this Application through

cost allocation and rate design. However, Welland Hydro remains concerned about the potential
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loss of one or more of its Large Use customers in the future and the resulting effects on total
distribution revenues. Actual revenues in 2007 (8 months) and 2008 (4 months) were negatively
impacted by the reclassification of a Large Use account. There is also significant increased
exposure to pass through cost of power and retail transmission charges associated with large

volume customers.

During 2008, forecasted Other Income and Revenues decrease by $266,995 compared to 2007.
This is the result of reduced capital gains revenue ($109,985) and reduced interest income
resulting from reduced interest rates and lower cash balances. The forecasted Other Income and
Revenue for 2008 falls $102,084 below levels approved in the 2006 EDR. Thiswill impact rates
in 2009.

2009 Test Year:

Welland Hydro's operating revenue is forecast to be $7,749,442 in fisca 2009, as shown in
Exhibit 3, Tab 1, Schedule 2. Distribution revenue totals $7,203,086 or 92.9% of total revenues.
Other operating revenues account for the remaining $546,356.

Comparison to 2008 Bridge Year:

As shown in Exhibit 3, Tab 1, Schedule 2, the total operating revenue is expected to be $980
below the Bridge Year level in fiscal 2008. Increasesin residential customer accounts and usage
are more than offset by reductions in Interest Income as cash balances decrease due to capital

spending above depreciation levels and the forecasted operating loss in 2009.
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WEATHER NORMALIZED FORECASTING METHODOLOGY:

This exhibit discusses the methodology used to determine Welland Hydro’s customer and load
forecasts. Welland Hydro has provided projections for the number of customers in each
customer class for both the 2008 Bridge Year and the 2009 Test Year. Historical data for the
annual number of customersin each rate classis presented for 2002 through to 2007 in Exhibit 3,
Tab 2, Schedule 2.

Welland Hydro contracted with Hydro One to prepare weather normalized data as part of its Cost
Allocation filing in 2007. The Hydro One model takes into consideration thirty years of weather
related data and trandlates this into current year normalized data as an annual consumption per
customer. The Hydro One model normalized Welland Hydro’s actua wholesale data for 2004.
By using the latest Hydro One forecast that is specific to Welland Hydro, the 2004 weather
normalized data has been used to forecast the required information for the 2008 Bridge Y ear and
2009 Test Year for the Residential Class. The process to obtain the weather normal data was an
intensive effort for all parties involved, and Welland Hydro is making use of this opportunity to
leverage the value of that work by using it for this Application. Welland Hydro submits that
three additional years of actual data, being 2005, 2006, and 2007 would not have a significant
impact on the existing normalized data from 2004, as the Hydro One forecast takes into
consideration 31 years of historical datafor Welland Hydro.

As a reault of significant customer reclassifications in 2007 (Large Use/GS 50 to
4999kW/GS<50kW) the use of weather normalized data to project load forecasts has been
restricted to the Residential Class. Volume forecasts for GS<50kW, GS 50 to 4,999kW, and
Large Use have been based on 2007 levels revised for customer reclassifications. The 2007
actual volumes have been adjusted as if the changes in customer classes which actualy took
place May 1, 2007 had taken place January 1, 2007. They have also been adjusted to reflect a
major change in a customer classification which took place on May 1, 2008 in which a GS 50 to

4,999kW customer is moving back to Large Use.
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A summary of the changesis as follows:

Customer # Customers Class Change Additions/ Class Change  # Customers
Class 2007 2007 (Reductions) 2008 2008
GS<50 1668 30 -3 0 1695
GS>50 209 -29 0 -1 179
Large Use 3 -1 0 1 3
Resulting Volume Adjustments
Class/Change Year Customers kw kWh
GS<50 kW to GS>50 kW 2007 -6 -2,289 -751,648
GS<50 kW from GS>50 kW 2007 36 6,362 2,131,231
Total GS<50 30 4,073 1,379,583
GS>50 kW from GS<50kW 2007 6 2,289 751,648
GS>50 kW to GS<50kW 2007 -36 -6,362 -2,131,231
GS>50 kW from Large Use 2007 1 18,092 6,048,753
GS>50 kW to Large Use 2008 -1 -62,054 -31,530,754
Total GS 50 to 4,999 kW -30 -48,035 -26,861,584
Large Use to GS>50 kW 2007 -1 -18,092 -6,048,753
Large Use from GS>50 kW 2008 1 62,054 31,530,754
Total Large Use 0 43,962 25,482,001
Grand Total All Three Classes 0 0 0

Given the magnitude of changes the use of weather normalized data for these classes could
provide inaccurate results. This is further complicated by the fact that although the number of
Large Use customers in 2006 (3) remained at the same level as the previous year there was a
switch of customers between classes effective May 1, 2006. The two customers involved have
significantly different load profiles. Asaresult, Welland Hydro feels the best method to forecast
volume for the 2008 Bridge and 2009 Test Year for these three classes is to use 2007 volumes

adjusted for changesin customer classifications.

Unmetered Scattered Load, Sentinel Lights, and Street Lights are not subject to weather
normalization. Volume levels for these customer classifications are based on past average

consumption multiplied by the forecasted number of customers.
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Given the slow growth and consistent trend in customer numbers in Welland Hydro’s service
territory over the past five years, Welland Hydro expects that the resulting customer load
forecasts are likely not materially different than what would result from using more sophisticated
techniques. Historical and forecast volumes, by class, are displayed in Exhibit 3, Tab 2,
Schedule 2.

As required by the OEB’s Filing Requirements, Welland Hydro is providing normalized
historical and forecast (Bridge Year and Test Year) throughput data. Weather normalization
(where required) is based on normalized average use per customer (“NAC”) calculated from the
weather-normalized throughput of the utility from 2004.

Welland Hydro is aware that intervenors in Hydro One’'s 2008 and 2009 Transmission Revenue
Requirement proceeding (OEB File No. EB-2006-0501) raised concerns regarding the accuracy
of Hydro One' s weather normalization methodology. However, the OEB acknowledged (at p.87
of its August 16, 2008 Decision with Reasons) “that Hydro One’ s weather-normalization method
has been applied consistently over the years and is similar to the methods used by most North
American utilities. The Board accepts Hydro One's weather-normal peak load forecast for 2008
and 2009 (before the effects of CDM).”

After identifying certain concerns with respect to global climate change and an apparent increase
in “extreme weather events’ in recent years, and with respect to the need for an explanation of
inconsistencies between Hydro One's forecasts and those of the IESO, the OEB held (at p.88 of

the Decision with Reasons):

“Given the concerns set out in the two preceding paragraphs, the Board directs Hydro One to
prepare, and to submit to the Board prior to the Company’s next transmission rates case, a study
of evolving weather-normalization practices of utilities and other relevant entities. The study
should include a recommendation, with supporting rationale, for either retaining the current
methodology or making modifications. As noted by Hydro One's counsdl in final argument, the
Board’'s current three-year business plan includes an initiative to review weather normalization
methodologies. That project, which has not yet been fully defined, is intended to deal
specifically with the practices of gas distributors. As such, it is not a substitute for the study that
the Board is directing Hydro One to undertake.
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The Board aso directs Hydro One to submit a detailed comparison of its forecasting
methodology and assumptions with those used by the IESO in its monthly peak load forecasts
before its next rates case. That report should, to the extent possible, identify the reasons for
significant differences in the two forecasts in recent years.”

Welland Hydro submits that pending the outcome of any such studies and any changes to the
Hydro One methodology that may flow from it, Welland Hydro has acted prudently in engaging
Hydro One to prepare Welland Hydro’'s weather normalized data for the cost alocation
information filing using the current Hydro One methodology and in turn has used the weather

normalized data from the cost alocation filing for this application.
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1 ECONOMIC AND FORECAST ASSUMPTIONS:

2  Customer/Connection Forecast:

3 Table 2 below presents historical and forecast customer/connection numbers, by class, for

Welland Hydro. Annual percentage changeis presented for all customer classifications.
5 TABLE 2
6 CUSTOMER/CONNECTION BY CLASS
2002 2003 2004 2005 2006 2007 2008 2009

Residential 18768 19007 19142 19290 | 19399 19512 19664 | 19818
Per cent chg 1.3% 0.7% 0.8% 0.6% 0.6% 0.8% 0.8%
GS<50 kw 1747 1672 1650 1667 1668 1695 1695 1695
Per cent chg (4.3%) | (1.3%) 1.0% 0.0% 1.6% 0.0% 0.0%
GS 50 to 4999kW 230 236 208 209 209 180 179 179
Percent chg 2.6% (11.9%) | 0.5% 0.0% (13.9%) | (0.6%) 0.0%
Large Use 2 3 3 3 3 2 3 3
Percent chg 50.0% | 0.0% 0.0% 0.0% (33.3%) | 50.0% 0.0%
USL 238 237 243 234 224 216 212 208
Percent chg (0.4%) 2.5% (3.7%) | (4.3%) | (3.6%) (1.9%) | (1.9%)
Sentinel Lighting 785 784 728 773 747 739 730 721
Percent chg (0.1%) | (7.1%) 6.2% (3.4%) | (1.1%) (1.2%) | (1.2%)
Street Lighting 6493 6537 6495 6572 6581 6624 6651 6677
Percent chg 0.7% (0.6%) 1.2% 0.1% 0.7% 0.4% 0.4%
Total Cust/Conn 28263 | 28476 28469 28748 | 28831 28968 29134 29301
Percent chg 0.8% (0.0%) 1.0% 0.3% 0.5% 0.6% 0.6%

7  For the Residential, Unmetered Scattered Load (“USL”), Sentinel Lighting, and Street Lighting
8 customer classes, the 2008 and 2009 customer/connection numbers are forecast based on the

9 average growth rate for the period from 2003 to 2007.

10  No change has been made to the number of customers in GS<50kW, GS 50 to 4999kW, and
11  Large Use classes for 2008 and 2009 with the exception of one account which is moving from
12 GS 50 to 4999kW to Large Use effective May 1, 2008. In 2007 there was significant movement

13 from the GS 50 to 4999kW classification to the GS<50 classification.

However, the totd

14  number of customers across these three classifications has actually decreased since 2002. They




A W N P

(&)

10
11
12
13
14
15

16
17

18
19

20

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 3

Tab 2

Schedule 2

Page2of 5

Filed: August 15, 2008

totaled 1,979 customers in 2002 and have steadily decreased to the current level of 1,877 in
2007. Welland Hydro feels it is appropriate to leave customer levels in these classes at current
levels and to exclude any growth or reductions. VVolumes in each class in 2008 and 2009 will be

adjusted to reflect full year changesin customer classifications.

Customer numbers for Sentinel Lighting, and USL classes have had a steady decrease since 2002
and this trend is expected to continue in 2008 and 2009.

Load Forecast:

Weather sensitive Residential load is calculated by using retail normalized average use per
customer (“retail NAC”). Thisis caculated by dividing the class weather normal retail kwh for
2004 by the number of customersin class in 2004. Class weather normal retail kwWh for 2004 is
determined by dividing the class weather normal wholesale kWh for 2004 reported in the Hydro
One westher normalization analysis by the class |oss factor. The class loss factor is calculated for
2004 by dividing the class weather actual wholesale consumption for 2004 (Hydro One file) by
the class weather actual retail consumption (utility data). Weather sensitive class weather actual

wholesale and retail kWh and associated | oss factors are reported below.

2004 WEATHER ACTUAL KWH AND LOSSFACTORSFOR
WEATHER SENSITIVE LOAD

Class Weather Actual Weather Actual L oss Factor
Wholesale kWh Retail kKWh
Residential 164,356,707 158,515,644 1.037

Weather sensitive class wholesale weather norma kWh, number of customers, and retail NAC
for 2004 are reported bel ow.
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2004 WEATHER NORMAL WHOLESALE KWH, NUMBER OF
CUSTOMERSAND RETAIL NAC

Class Weather Normal Customer
Wholesale kWh Connections Retail NAC
(2004) (2004) (C)=(A)/(L oss
(A) (B) Factor)/(B)
Residential 167,248,797 19,142 8,427

Annual kWh for Residential weather sensitive load for the Bridge and Test Y ears are calculated
by multiplying retail NAC by forecast number of customers. Theresult is a1.4% increase in the
annual usage per Residential customer. Given the current culture of conservation this may be an
overly optimistic increase. However, to be conservative in its approach to 2009 rates, Welland
Hydro will not adjust the weather normalized figure for total Residential load forecasting.

As previously stated, the number of customers across the GS<50kW, GS 50 to 4,999kWw, and
Large Use classifications has decreased steadily since 2002. In addition, there were significant
changes to customer classifications as a result of decreased demand of over 40 customers which
represents over 20% of the customer base. Welland Hydro is of the opinion that the best way to
forecast load for these classifications is to leave the number of customers at 2007 levels and to
adjust 2007 actual volumes for the full year impact of the changes in customer classifications. In
other words, adjust volume levels by classifications asif the changes to classifications made May
1, 2007 and May 1, 2008 had taken place January 1, 2007. The volume levels would then be
used for 2008 and 2009 with no expected increase in load. This results in increases to GS<50kW
and Large Use with a corresponding decrease in GS 50 to 4,999kW.

Consumption for USL, Sentinel Lighting, and Street Lighting are not weather sensitive. For
these classes an average usage for each customer classification from 2002 to 2007 is determined.
Annual class kWh for the 2008 Bridge Year and 2009 Test Y ear is forecasted by multiplying the

average usage per customer by the forecast number of connections in each class.
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Class kW for Sentinel Lighting and Street Lighting for the Bridge and Test years are calculated
by applying the average relationship of kW to kWh from 2002 to 2007 to the forecasted

consumption for the Bridge and Test years.

Table 3 below summarizes the results of Welland Hydro’s Customer and Load Forecasts.
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1 TABLE 3
2 SUMMARY OF WELLAND HYDRO
3 CUSTOMER AND LOAD FORECAST
Historical Historical Historical BridgeYear | Test Year
Board Historical Actual Historical Actual Bridge Year | Forecast Normalized
Approved Actual Normalized Actual Normalized |- Estimated |Normalized Forecast
Year 2004 2006 2006 2007 2007 2008 2008 2009
Residential # 19,142 19,399 19,399 19,512 19,512 19,664 19,664 19,818
kwh | 158,515,644 | 160,436,606 163,470,628 | 162,194,309 | 164,422,852 |163,460,330 | 165,706,267 | 166,999,701
GS<50 kKW # 1,650 1,668 1.668 1,695 1,695 1,695 1,695 1,695
kWh | 49,218,700 50,499,927 50,499,927 53,259,754 | 53,259,754 | 54,639,337 | 54,639,337 | 54,639,337
GS > 50 kW # 208 209 209 180 180 179 179 179
kWh | 146,428,658 | 149,058,851 149,058,851 |162,260,470 |162,260,470 |135,398,886 | 135,398,886 | 135,398,886
kw 419,308 411,399 411,399 441,430 441,430 393,395 393,395 393,395
Large Use # 3 3 3 2 2 3 3 3
kwh | 122,885,824 | 106,279,181 106,279,181 | 85,814,110 | 85,814,110 |111,296,111 | 111,296,111 | 111,296,111
kw 286,901 289,619 289,619 256,593 256,593 300,555 300,555 300,555
UsL # 243 224 224 216 216 212 212 208
kWh | 1,196,517 1,220,558 1,220,558 1,170,025 1,170,025 1,147,547 1,093,788 1,072,774
Sentinel # 728 747 747 739 739 730 730 721
Lights kwh | 1,020,158 1,026,925 1,026,925 1,110,764 1,110,764 1,097,430 | 1,111,656 1,098,311
kw 2,697 2,742 2,742 2,711 2,711 2,589 2,623 2,592
Street # 6,495 6,581 6,581 6,624 6,624 6,651 6,651 6,677
Lights kWh | 4,669,826 4,685,215 4,685,215 4,688,349 4,688,349 4,707,116 4,703,951 4,722,781
kw 12,988 13,084 13,084 13,086 13,086 13,218 13,209 13,262
Total i kWh | 483,935,327 | 473,207,263 476,241,285 | 470,497,781 | 472,726,324 | 471,746,757 | 473,949,996 | 475,227,901
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The following Table 4 sets out Welland Hydro’ s volume forecasts for 2006 Board Approved, 2006 Actual, 2007 Actual, the 2008 Bridge Y ear
and the 2009 Test Y ear, together with corresponding variances.

Table 4 — VVolume Forecast Table

Variance
from 2006 Variance Variance Variance
2006 Board | 2006 Board Board from 2006 from 2007 from 2008
Approved | Approved 2006 Actual | 2006 Actual| Approved [2007 Actual {2007 Actual| Actual  |2008 Bridge[2008 Bridge| Actual 2009 Test | 2009 Test Actual
(kwh) (kW) (kwh) (kW) (kwh) (kW) (kwWh) (kW) (kwh) (kW)
Rate Classes
Residential 158,515,644 160,436,606 1,920,962| 162,194,309 1,758,303 165,706,267 3,511,958 166,999,701 1,293,434
GS<50 49,218,700 50,499,927 1,281,227| 53,259,754 2,759,827| 54,639,337 1,379,583| 54,639,337, 0
GS>50-Regular 419,308] 411,399 (7,909) 441,430 30,031 393,395 (48,035) 393,395 0
Large Use 286,901 289,619 2,718 256,593 (33,026) 300,555 43,962 300,555 0
Street Light 12,988 13,084 96 13,086 2 13,209 123] 13,262 53
Sentinel 2,697 2,742 45 2,711 (31) 2,623 (88) 2,592 (31)
Unmetered
Scattered Load 1,196,517| 1,220,558 24,041 1,170,025 (50,533)] 1,093,788 (76,237)| 1,072,774 (21,014)
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VARIANCE ANALYSISON VOLUME FORECAST:
2006 Board Approved vs. 2006 Actual
The most recent Historical Board Approved values (2006 Board Approved) are from 2004. The

percentage variations between the 2006 Board Approved and 2006 Actual volumes by class are
presented in the following table.

Residential-kWh 1.2%
GS< 50 kW-kWh | 2.6%
GS > 50 kW-kW | (1.9%)
Large Use—kW 0.9%
Street Light-kW 0.7%
Sentinel Light-kW | 1.7%
USL-kWh 2.0%

The growth over this period appears normal for Residential and Street Lights. There continue to
be variations between the GS<50kW and the GS 50 to 4,999 kW as customers change
classifications. The growth in the Large Use classification is related to two customers switching
classifications on May 1, 2006. Although the number of Large Use customers remained at three,
one customer from Large Use moved down to GS 50 to 4,999 kW and one customer from GS 50
to 4,999 kW moved up to Large Use. The two customers have significantly different load

profiles. Increasesin Sentinel Light and USL are followed by decreases in the following year.

2006 Actual vs. 2007 Actual

The percentage variations between the 2007 and 2006 actual volumes by class are presented in

the following table.

Residential-kWh 1.1%
GS <50 kW-kWh | 5.5%
GS > 50 kW-kW 7.3%
Large Use— kW (11.4%)
Street Light-kW 0.0%
Sentinel Light-kW | (1.1%)
USL-kWh (4.1%)
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The growth over this period appears normal for Residential. Significant variations continue
between GS<50kW and the GS 50 to 4,999kW classifications and now include a variation
between Large Use and GS 50 to 4,999kW. A customer previously increased from GS 50 to
4,999 kW to Large Use effective May 1, 2006 moved back to its original classification effective
May 1, 2007. In addition, 6 customers switched classifications from GS<50kW up to GS 50 to
4,999kW and 36 customers moved from GS 50 to 4,999kW to GS<50kW. Decreasesin Sentinel

Lightsand USL reflect the trend of reductions in numbers of customers over the past few years.

2007 Actual vs. 2008 Bridge Year — Normalized

The percentage variations between the 2008 normalized and 2007 actua volumes by class are

presented in the following table.

Residential-kWh 2.2%
GS < 50 kW-kWh | 2.6%
GS > 50 kW-kW | (10.9%)
Large Use-kW 17.1%
Street Light-kW 0.9%
Sentinel Light-kW | (3.2%)
USL-kWh (6.5%)

The growth over this period appears high for Residential compared to the actual growth over the
previous two years due to weather normalization. Growth for Street Lights appears to be normal.
Significant offsetting changes in the other three classes are the result of annualising volumes
resulting from customer classification changes effective May 1, 2007. One additiona customer
class change has been included in the 2008 Bridge Year volumes. A customer who had moved
from Large Use to GS 50 to 4,999 kW effective May 1, 2006 returned to Large Use effective
May 1, 2008. It is difficult to forecast which customer classification two of Welland Hydro's
customers will be in as they border 5000 kW demand. They are both industrial companies
involved in the volatile North American automotive parts market. Reductions in Sentindl Lights

and USL reflect decreases in the number of customers.



1

2
3

© 00 N oo o1 &~

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 3

Tab 2

Schedule 4

Page3of 3

Filed: August 15, 2008

2008 Bridge Year — Normalized vs. 2009 Test Y ear

The percentage variations between the 2008 normalized and 2009 forecast volumes by class are
presented in the following table.

Residential-kWh 0.8%
GS < 50 kW-kWh | 0.0%
GS > 50 kW-kW 0.0%
Large Use-kW 0.0%
Street Light-kW 0.4%
Sentinel Light-kW | (1.2%)
USL-kWh (1.9%)

The growth over this period appears normal for Residential and Street Light classifications. No
growth was forecast for GS<50kW, GS 50 to 4,999 kW, and Large Use due to the significant
changes in classifications over the past two years. The number of combined customers for these
three categories has actually decreased from 1,979 in 2002 to 1,877 at the end of 2007. Negative
growth in Sentinel Lights and USL reflects the downward trend in the number of customers

within these customer classifications.
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2 The following Table 5 sets out Welland Hydro's customer counts for 2006 Board Approved,
2006 Actual, 2007 Actual, the 2008 Bridge Year and the 2009 Test Year, together with
corresponding variances.

5 Table5- Customer Forecast Table

Residential
GS<50

GS 50 to 4,999
Large Use
Street Light
Sentinel

uUSL

Tota

Variance

2006 from 2006 Variance Variance Variance
Board 2006 Board 2007 from 2006 2008 from 2007 2009 from 2009

Approved Actual Approved Actual Actual Bridge Actual Test Actual
19,142 19,399 257 19,512 113 19,664 152 19,818 154
1,650 1,668 18 1,695 27 1,695 0 1,69 0
208 209 1 180 (29) 179 (0] 179 0
3 3 0 2 (€D} 3 1 3 0
6,495 6,581 86 6,624 43 6,651 27 6,677 26
728 747 19 739 8) 730 9 721 9
243 224 (19) 216 (8) 212 (4) 208 (4)
28,469 28,831 362 28,968 137 29,134 166 29,301 167
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VARIANCE ANALYSISON CUSTOMER COUNT FORECAST:
2006 Historical Board Approved vs. 2006 Actual
The most recent Historica Board Approved values are from 2004. The percentage variations

between the 2004 Board approved and 2006 customer counts by class are presented in the
following table.

Residentia 1.3%
GS < 50 kW 1.1%
GS50104,999 kW| 0.5%
Large Use 0.0%
Street Light 1.3%
Sentinel Light 2.6%
USL (7.8%)

The customer growth over this period appears normal for Residential and Street Light
classifications with no change to the number of Large Use customers.  Growth in GS<50 kW,
GS 50 to 4,999 kW and Sentinel Lights offset losses in the previous years. Actual numbers in
each of these three categories remain below 2002 levels. The reduction in USL reflects the

downward trend in this classification and is below 2002 levds.
2006 Actual vs. 2007 Actual

The percentage variations between the 2006 Actual and 2007 Actual customer counts by class

are presented in the following table.

Residentia 0.6%
GS < 50 kW 1.6%
GS 50 to 4,999 kW| (13.9%)
Large Use (50.0%)
Street Light 0.7%
Sentinel Light (1.1%)
USL (3.6%)
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The customer growth over this period appears normal for Residential and Street Light
classifications. Changes to GS<50 kW, GS 50 to 4,999 kW, and Large Use represent changes
from class to class effective May 1, 2007. Movements within each classification were as

follows:

GS<50kW 1,668 - 6 (to GS>50) + 36 (from GS>50) — 3 (Reduction) = 1,695

GS>50kwW 209 +6 (from GS<50) +1 (from Large Use) -36 (to GS<50) = 180

Large Use 3-1(to GS>50) =2

2007 Actual vs. 2008 Bridge Y ear

The percentage variations between the 2007 Actual and 2008 Bridge Year forecast customer

counts by class are presented in the following table.

Residential 0.8%
GS < 50 kW 0.0%
GS 5010 4,999 kW | (0.6%)
Large Use 50.0%
Street Light 0.4%
Sentinel Light (1.2%)
USL (1.9%)

The customer growth over this period for Residential, Street Light, Senting Light, and USL
represents the average growth/reduction over the past six years within each classification. No
growth is forecast for GS<50 kW despite the loss of 3 existing customers within this
classification in 2007. The reclassification of one account effective May 1, 2008 accounts for

the changesin the GS 50 to 4,999 kW and Large Use customer classes.
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1 2008 Bridge Year vs. 2009 Test Year

2 The percentage variations between the 2008 and 2009 forecast customer counts by class are

3 presented in the following table.

Residential 0.8%
GS < 50 kW 0.0%
GS 50 t0 4,999 kW| 0.0%
Large Use 0.0%
Street Light 0.4%
Sentinel Light (1.2%)
USL (1.9%)

4  The customer growth over this period for Residential, Street Light, Sentinel Light, and USL
5 represent the average growth/reduction over the past six years within each classification. No

6 growthisforecast for the other three categories for reasons previously outlined.
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HISTORICAL AVERAGE CONSUMPTION:

The following Table 6 sets out historical and average consumption for each of Welland Hydro’'s
customer classes. The adjustments made to GS<50 kW, GS 50 to 4,999 kW, and Large Use
represent the changes required to annualize the usage for the changes in customer classifications
effective May 1, 2007 and May 1, 2008.

Table 6 - Historical Average Consumption

Residential

Year Kwh # Customers Average Actua % Diff
2002-Actual 156,575,026 18,768 8,343

2003-Actual 156,410,987 19,007 8,229 (1.4%)
2004-Actual 158,515,644 19,142 8,281 0.6%
2005-Actual 170,930,775 19,290 8,861 7.0%
2006-Actual 160,436,606 19,399 8,270 (6.7%)
2007-Actual 162,194,309 19,512 8,313 0.5%
2008-Forecast 163,460,330 19,664 8,313 0.0%
2008-Weather Normalized 165,706,267 19,664 8,426 1.36%
2009-Weather Normalized 166,999,701 19,818 8,426 0.0%
Sentinel Lighting

Year kW # Connections Average Actua % Diff
2002-Actual 2,670 785 34

2003-Actual 2,882 784 37 8.8%
2004-Actual 2,697 728 3.7 0.0%
2005-Actual 2,703 773 35 (5.4%)
2006-Actual 2,742 747 3.7 5.7%
2007-Actual 2,711 739 3.7 0.0%
2008-Forecast 2,623 730 3.6 (2.7%)
2009-Forecast 2,592 721 3.6 0.0%
Street Lights

Year kW # Connections Average Actua % Diff
2002-Actual 12,892 6,493 2.0

2003-Actual 12,976 6,537 2.0 0.0%
2004-Actual 12,988 6,495 2.0 0.0%
2005-Actual 13,039 6,572 2.0 0.0%
2006-Actual 13,084 6,581 2.0 0.0%
2007-Actual 13,086 6,624 2.0 0.0%
2008-Forecast 13,209 6,651 2.0 0.0%
2009-Forecast 13,262 6,677 2.0 0.0%



Unmetered Scattered L oad

Year
2002-Actual
2003-Actual
2004-Actual
2005-Actual
2006-Actual
2007-Actual
2008-Forecast
2009-Forecast

GS<50
Year
2002-Actual
2003-Actual
2004-Actual
2005-Actual
2006-Actual
2007-Actual

2007Annua Class Change Adj.

2008-Forecast
2009-Forecast

GS>50-Reqular

Year

2002-Actual
2003-Actual
2004-Actual
2005-Actual
2006-Actual
2007-Actual

2007Annua Class Change Adj.
2007Annual Class Change Adj.
2008 Annua Class Change Ad.

2008-Forecast
2009-Forecast

Large Use
Year
2002-Actual
2003-Actual
2004-Actual
2005-Actual
2006-Actual
2007-Actual

2007Annua Class Change Adj.

Kwh

1,182,484
1,209,226
1,196,517
1,197,576
1,220,558
1,170,025
1,093,788
1,072,774

Kwh

45,520,745
46,736,801
49,218,700
51,271,439
50,499,927
53,259,754

1,379,583
54,639,337
54,639,337

kW

553,897
449,149
419,308
417,939
411,399
441,430

(4,073)

18,002
(62,054)
393,395
393,395

KW
179,501
283,328
286,901
296,105
289,619
256,593
(18,092)

# Connections

238
237
243
234
224
216
212
208

# Customers

1,747
1,672
1,650
1,667
1,668
1,695

1,695
1,695

Kwh
212,376,737
148,237,495
146,428,658
144,674,425
149,058,851
162,260,470

(1,379,583)
6,048,753

(31,530,754)
135,398,886
135,398,886

Kwh
66,272,895
113,948,260
122,885,824
125,172,141
106,279,181
85,814,110
(6,048,753)

Welland Hydr o-Electric System Corp.

Average

4,968
5,102
4,924
5,118
5,449
5,417
5,158
5,158

Average

26,057
27,953
29,830
30,757
30,276
31,422

32,236
32,236

# Customers
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Actua % Diff

2.7%
(3.6%)
3.9%
6.5%
(0.6%)
(4.8%)
0.0%

Actua % Diff

7.3%
4.0%
3.1%

(1.6%)
3.8%

2.6%
0.0%

Average % Diff

230
236
208
209
209
180

179
179

# Customers

2,408
1,903
2,016
2,000
1,968
2,452

2,198
2,198

(21.0%)
5.9%
(0.8%)
(1.6%)
24.6%

10.4%
0.0%

Average % Diff

N WwwwN

89,751
94,443
95,634
98,702
96,540

5.2%
1.3%
3.2%

(2.2%)

128,297  32.9%



2008 Annua Class Change Ad.
2008-Forecast
2009-Forecast

62,054
300,555
300,555
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31,530,754
111,296,111 3 100,185 (21.9%)
111,296,111 3 100,185  0.0%
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DISTRIBUTION REVENUE DATA BY CLASS:

Table 7 - Distribution Revenue By Class

DISTRIBUTION REVENUE DATA-
MONTHLY & VOLUMETRIC ONLY
TRANSFORMER ALLOWANCE APPLIED

2006 Board Approved

Customers Consumption Distribution Revenues Unit Revenues

(Year-End) (kWh/KW) %) $KWh/KW
Residential 19,142 158,515,644 4,918,087 0.0310
GS<50 1,650 49,218,700 679,723 0.0138
GS>50-Regular 208 419,308 683,018 1.6289
LargeUse 3 286,901 409,301 1.4266
Street Light 6,495 12,988 24,157 1.8600
Sentinel 728 2,697 4,950 1.8354
Unmetered Scattered L oad 243 1,196,517 36,972 0.0309

TOTAL 28,469 6,756,208
2006 Actual

Customers Consumption Distribution Revenues Unit Revenues

(Year-End) (kWh/KW) %) SKWh/KW
Residential 19,399 160,436,606 4,635,666 0.0290
GS<50 1,668 50,499,927 693,971 0.0137
GS>50-Regular 209 411,399 612,967 1.4900
LargeUse 3 289,619 358,562 1.2380
Street Light 6,581 13,084 21,976 1.6796
Sentinel 747 2,742 4,954 1.8067
Unmetered Scattered L oad 224 1,220,558 o* 0

TOTAL 28,831 6,328,096

*|ncluded in GS<50



DISTRIBUTION REVENUE DATA-
MONTHLY & VOLUMETRIC ONLY
TRANSFORMER ALLOWANCE APPLIED

Residential

GS<50

GS>50-Regular

LargeUse

Street Light

Sentinel

Unmetered Scattered L oad

TOTAL

*Partialy included in GS<50

Residential

GS<50

GS>50-Regular

LargeUse

Street Light

Sentinel

Unmetered Scattered L oad

TOTAL
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2007 Actual

Customers Consumption Distribution Revenues Unit Revenues

(Year-End) (kWh/KW) %) S KWh/KW
19,512 162,194,309 4,890,883 0.0302
1,695 53,259,754 702,200 0.0132
180 441,430 639,438 1.4486
2 256,593 302,218 1.1778
6,624 13,086 22,937 1.7528
739 2,711 4,899 1.8071
216 1,170,025 20,476* 0.0175

28,968 6,583,051

2008 Bridge -Nor malized

Customers Consumption Distribution Revenues Unit Revenues
(Year-End) (kWh/KW) %) SKWh/KW
19,664 165,706,267 5,191,904 0.0313
1695 54,639,337 755,188 0.0138
179 393,395 623,726 1.5855
3 300,555 418,821 1.3935
6,651 13,209 24,521 1.8564
730 2,623 5,313 2.0255
212 1,093,788 32,030 0.0293
29,134 7,051,503
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DISTRIBUTION REVENUE DATA-
MONTHLY & VOLUMETRIC ONLY
TRANSFORMER ALLOWANCE APPLIED

2009 Test

Customers Consumption Distribution Revenues Unit Revenues

(Year-End) (kWh/KW) %) $kWh/KW
Residential 19,818 166,999,701 5,234,067 0.0313
GS<50 1,695 54,639,337 755,188 0.0138
GS>50-Regular 179 393,395 623,726 1.5855
Large Use 3 300,555 418,821 1.3935
Street Light 6,677 13,262 24,618 1.8563
Sentinel 721 2,592 5,248 2.0247
Unmetered Scattered L oad 208 1,072,774 31,424 0.0293

TOTAL 29,301 7,093,092
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2006 2006 Variance 2007 Variance 2008 Variance 2009 Variance
Board Full Yr from Full Yr from Bridge Yr from Bridge Yr from
Approved Actual 2006 Actual 2006 Current Rates 2007 Current Rates 2008
(%) (%) Board Approved (%) Actual (%) Actual (%) Actual
Other Operating Revenue
Rent from Electric Property 81,801 139,809 58,008 131,677 -8,132 149,031 17,354 149,031 0
Late Payment Charges 71,300 59,638 -11,662 68,984 9,346 66,000 -2,984 66,000 0
Misc-Account Status Fee 3,875 3,631 -244 3,811 180 3,960 149 3,960 0
Misc Service-NSF Charges 5,950 6,228 278 6,192 -36 6,480 288 6,480 0
Misc Service-Occupancy Related 93,260 58,084 -35,176 85,179 27,095 83,880 -1,299 83,880 0
Misc Service-Disconnect/Reconnect 23,648 13,424 -10,224 33,845 20,421 31,135 -2,710 31,135 0
Misc Service-Mark Up on Work Orders 38,545 55,795 17,250 31,189 -24,606 24,000 -7,189 24,000 0
Total Other Operating Revenue 318,379 336,609 18,230 360,877 24,268 364,486 3,609 364,486 0
Other Income & Deductions
Gain on Disposition of Utility and Other Property 0 10,991 10,991 2,278 -8,713 0 -2,278 0 0
Capital Gains 0 59,968 59,968 109,985 50,017 0 -109,985 0 0
Scrap Metal Sales 5,387 20,669 15,282 27,919 7,250 12,000 -15,919 12,000 0
Miscellaneous Non Operating 4,740 3,674 -1,066 11,119 7,445 7,020 -4,099 7,020 0
Total Other Income & Deductions 10,127 95,302 85,175 151,301 55,999 19,020 -132,281 19,020 0
Investment Income
Interest Income 363,034 400,834 37,800 342,528 -58,306 212,058 -130,470 175,990 -36,068
Divedend Income 0 3,111 3,111 1,745 -1,366 0 -1,745 0 0
Interest Variance Accounts 0 0 0 0 0 -6,108 -6,108 -13,140 -7,032
Total Other Income & Deductions 363,034 403,945 40,911 344,273 -59,672 205,950 -138,323 162,850 -43,100
|Total Other Income & Revenue | 691,540| 835,856 144,316| 856,451| 20,595| 589,456| -266,995| 546,356 -43,100]
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MATERIALITY ANALYSISON OTHER DISTRIBUTION REVENUE:

Preamble:

The Materiality threshold used to analyze Other Distribution Revenue was the threshold used for
OM&A costs, being 1 per cent of total distribution expenses before PILs as set out below. The
OM&A cost threshold was used because other distribution revenues, like OM&A costs, are
recorded in Income Statement accounts.

2006 2007
ACTUAL ACTUAL 2008 BRIDGE 2009 TEST
Distribution Expenses $5,063,248 $6,144,644 $6,445,019 $6,835,763
other than PILS & Interest
Materiality Threshold $50,632 $61,446 $64,450 $68,358

To alow for the most detailed review of materiaity on Other Distribution Revenue, Welland
Hydro has selected the lowest materiality threshold of $50,632. Welland Hydro has provided

explanations for the following variances, which exceed the materiality threshold.

2006 ACTUAL TO 2006 BOARD APPROVED

Account 2006 Actual 2006 Board Variance
4210 Rent from
El ectric Property $139,809 $81,801 $58,008

Explanation:

The increase in Rent Revenue is made up of three separate items. The first is growth in Pole
Rental income ($29K) as two additional companies were charged for the use of Welland Hydro
owned poles. The second is a correction in accounting policy ($16K). In previous years,
Welland Hydro had netted the billings/charges from joint use poles with Bell Canada. This was

corrected in 2006 to recognize the income and expense separately. The third was renting a
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portion of the service centre to the City of Welland Fire Department. This accounted for $13K

of the increased revenue in 2006 and $18K annually. As a result, Rent from Electric Property

increases to $149,031 for the 2008 Test Year. A summary of the variance is as follows:

2006 Actual 2006 Board Approved
Bell Pole Renta $ 16,290 $0
Pole Rentad's $110,896 $381,801
Rental of Facility $12,623 $0
Totals $139,809 $81,801

Variance

$16,290
$29,095
$12,623
$58,008

2006 ACTUAL TO 2006 BOARD APPROVED

Account

2006 Actual

2006 Board

Variance

Other Income 4390/4355

$95,302

$10,127

$85,175

Explanation:

Other income includes Gains on Disposition of Property, Capital Gains, Scarp Metal Sales, and

Miscellaneous Non Operating revenues. Various assets were sold or scrapped in 2006 with a

resulting gain of $10,991. In addition, the price of scrap metal (copper) increased dramatically
in 2006 resulting in a $15,282 increase in revenue. A Capita Gain of $59,968 materialized when

stocks issued in settlement of a previous bad debt were sold at a profit. A summary of the

varianceis as follows:

2006 Actual 2006 Board Approved
Misc. Revenue $3,674 $5,387
Scrap Metal Sales $20,669 $4,740
Gain Asset Sales $10,991 $0
Capital Gains $59,968 $0
Totals $95,302 $10,127

Variance
($1,713)
$15,929
$10,991
$59,968
$85,175
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Account

2007 Actual

2006 Actual

Variance

Other Income 4390/4355

$151,301

$95,302

$55,999

Explanation:

A $109,985 capital gain was recognized when shares previously obtained from the

demutualization of an insurance company were disposed of in 2007. A summary of the variance

is as follows:
2007 Actud 2006 Actual Variance
Misc. Revenue $11,119 $ 3,674 $ 7,445
Scrap Metal Sales $27,919 $20,669 $ 7,250
Gain Asset Sales $2,278 $10,991 ($8,713)
Capital Gains $109,985 $59,968 $50,017
Totals $151,301 $95,302 $55,999
2007 ACTUAL TO 2006 ACTUAL
Account 2007 Actual 2006 Actual Variance
Investment Income 4405 $344,273 $403,945 ($59,672)

Explanation:

Interest Income decreased in 2007 compared to 2006 as aresult of a decrease in the average cash

reserve balances.
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Account

2008 Bridge

2007 Actual

Variance

Other Income 4390/4355

$19,020

$151,301

($132,281)

Explanation:

There are no capital gains forecast for 2008 which accounts for $109,985 of the total variance.

The baance is the result of a decrease in scrap metal sales as most obsolete wire in inventory

was sold in the previous two years. A summary of the variance is as follows:

2008 Bridge 2007 Actual Variance
Misc. Revenue $ 7,020 $ 11,119 ($ 4,099
Scrap Metal Sales $12,000 $ 27,919 ($ 15,919)
Gain Asset Sales $ 0 $ 2,278 ($ 2,278)
Capital Gains $ 0 $109,985 ($109,985)
Totals $19,020 $151,301 ($132,281)
2008 BRIDGE YEAR TO 2007 ACTUAL
Account 2008 Bridge 2007 Actual Variance
Investment Income 4405 $205,950 $344,273 ($138,323)

Explanation:

Interest Income continues to decline as a result of decreased interest rates and reduced cash

balances from capital spending over depreciation levels and reduced operating incomes in both
the 2008 and the 2009 fiscal year.
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The operating costs presented in this Exhibit represent the annual expenditures required to

sustain Welland Hydro’ s distribution operations. Welland Hydro follows the OEB’s A ccounting

Procedures Handbook (the “APH”) in distinguishing work performed between operations and

maintenance. A summary of Welland Hydro's operating costs for the 2006 Board Approved,
2006 Actual, 2007 Actual, 2008 Bridge Y ear and the 2009 Test Y ear including the determination

of the variance amount for analysis, in accordance with the Filing Requirements, is provided in

Table 1 below.
Tablel
Summary of Operating Costs
2006 Board
Description Approved 2006 Actual 2007 Actual 2008 Bridge 2009 Test
OM&A expenses
Operation 1,105,257 1,122,683 1,213,581 1,377,671 1,497,036
Maintenance 667,983 740,507 926,058 1,135,835 1,231,214
Billing and Collections 876,162 371,051 937,705 948,832 980,174
Community Relations 115,488 152,851 154,910 77,494 159,667
Administrative and General Expenses 1,289,011 1,129,472 1,278,057 1,187,000 1,245,845
Penalties 159 4,519 0 0 0
Amortization Expenses 1,230,920 1,542,164 1,634,333 1,718,187 1,721,827
Total Operating Costs other than PILS &
Interest 5,284,979 5,063,248 6,144,644 6,445,019 6,835,763
Determination of Variance Amount (1%) 52,850 50,632 61,446 64,450 68,358

Detailed information with respect to OM&A costs and variances, arranged by USoA account, is
provided at Exhibit 4, Tab 2, Schedule 2.

The variance used to determine the OM&A accounts requiring analysis has been prescribed by

the Filing Requirements as 1% of total distribution expenses before PILs. Welland Hydro has
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adopted a variance analysis threshold of $50,632 being the lowest of the variances among the

years under review.
OM&A Costs:

OM&A costs in this Exhibit represent Welland Hydro’s integrated set of asset maintenance and
customer activity needs to meet public and employee safety objectives; to comply with the
Distribution System Code, environmental requirements and government direction; and to
maintain distribution business service quality and reliability at targeted performance levels.
OM&A costs aso include providing services to customers connected to Welland Hydro's
distribution system, and meeting the requirements of the OEB’s Standard Supply Service Code
and Retail Settlement Code.

The proposed OM&A expenditures for the 2009 Test Year are the result of a business planning
and work prioritization process that ensures that the most appropriate, cost effective solutions are

put in place.

Welland Hydro is proposing recovery of 2009 Test Year OM&A costs, including amortization
but excluding PILs and Interest totaling $6,835,763.

OM & A Budgeting Process Used by Welland Hydro:

The operating budget is prepared annually by management and is reviewed and approved by the
Board of Directors. The budget is prepared before the start of each fiscal year. Once approved,

it does not change, but provides a plan against which actual results may be evaluated.

The operating budget is a component of the overall budget process described in Exhibit 1, Tab 2,
Schedule 2.

Operating Work plans:

Each department Manager provides input for the preparation of the departmental budget. The

following directives are provided to each manager and director:
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e Outside expenses for al department budgets are built using previous year actual, current

year forecast and current year budget as the base;

e Significant variancesin spending from prior years must be explained and documented;

e Review the headcount of the department for accuracy and outline any changes;

e Accounting prepares atotal labor budget by department using projected wage and benefit

cost. Overtime and account distribution are based on previous years actual;
Income Tax, Large Cor poration Tax and Ontario Capital Taxes:

Welland Hydro is subject to the payment of PILs under Section 93 of the Electricity Act, 1998,
as amended. The Applicant does not pay Section 89 proxy taxes, and is exempt from the
payment of income and capital taxes under the Income Tax Act (Canada) and the Ontario
Corporations Tax Act. Table 2 below provides a summary of 2006 OEB Approved, 2006 and
2007 income taxes included in audited statements, 2008 Bridge Year estimate using current
rates, and 2009 Test Y ear income taxes based on revised rates. A copy of the 2007 Federal T2
and Ontario C23 tax return has been provided in Exhibit 4, Tab 1, Schedule 1, Appendix A.
Income Tax amounts included in the 2007 financial statements are based on estimates and will
differ from the actua tax return. The difference between actual and estimate will be recorded in
2008 financia statements.

Table2

Summary of Income Taxes

2006 Board

Description

Approved

2006 Actual

2007 Actual

2008 Bridge

2009 Test

Income Taxes

394,002

608,675

683,071

203,780

531,437

Large Corporation Tax

0

0

0

0

0

Ontario Capital Tax

57,116

60,399

60,000

25,792

27,730

Total Taxes

451,118

669,074

743,071

229,572

559,167
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APPENDIX A
2007 FEDERAL AND ONTARIO TAX RETURN
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"WHESC - NIL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

H008-06-26 07:47 86375 9692 RCO0O1
el Soe Foeme o amada T2 CORPORATION INCOME TAX RETURN 200
EXEMPT FROM TAX m Do niot use this area

‘This form serves as a federal, provincial, and territorial corporation income tax return, unless the corporation is
located in Quebec, Ontario, or Alberta. If the corporation is located in one of these provinces, you have to file
a separate provincial corporation return.
. Parts, sections, subsections, and paragraphs mentioned on this return refer to the federal Income Tax Act. This retumn
imay contain changes that had not yet become law at the time of printing.
Send one completed copy of this return, including schedules and the General Index of Financial Information (GIF1), to your
 tax services office or tax centre. You have to file the return within six months after the end of the corporation's tax year.

?For more information see www.cra.gc.ca or the 72 Corporation — Income Tax Guide (T4012).

~ ldentification
|Business Number (BN} .. ........ FIEl 86375 9692 RCO001 !

| Corporation's name

[T¥] WELLAND HYDRO ELECTRIC SYSTEM CORP.

Has the corporation changed its name If yes, do you have a copy of the articles
since the last time you filed your T2 return? m 1Yes D 2 No of amendment? (Do not submit) . . ... m 1Yes D 2No D
ﬁddrgss ?.'lfd head office To which tax year does this return apply?
as this address changed since the last Tax vear start Tax year-end
ime you filed your T2 return? . ... .. .. m 1Yes D 2 No y oy
1 {if yes, complete lines 011 to 018) EE 20070101 [ 20071231
{If yes, comp YYYY MM DD YYYY MM DD
950 EAST MAIN STREET -
Has there been an acquisition of control
P.O. BOX 280 to which subsection 249{4) applies since
: City Province, territory, or state the previous taxyear? .. ... ....... m 1 Yes D 2 No
m WELLAND 016 Je) If yes, provide the date
Country (other than Canada) Postal code/Zip code contral was acquired . . ... ... ... .. m
| [XF 38 5P6 YYYY MM DD
[Mailing address (if different from head office address) Is the date on line 061 a deemed
* ‘Has this address changed since the last tax year-end in accordance with
time you filed your T2 return? . . ... .. m 1Yes D 2No subsection 249(3.1)7 . ........... m 1Yes [I 2No

{If yes, complete lines 021 to 028
iy P ) Is the corporation a professional

021 B . .

corporation that is a member of
{022 apartnership? .. .............. 1 Yes D 2Na
| 023 - - - Is this the first year of filing after:
i City Province, territory, or state INCOMPOrAHON?  « v v oo e e e e e 070 IR 2 No
{025 c T —— 026 P Amalgamation? . . ... ... ....... 071 RRES 2 No
ountry {other than Canada) 128 ostal codeizip cooe If yes, complete lines 030 fo 038 and attach Schedule 24.

]Location of books and records Has there been a wind-up of a

subsidiary under section 88 during the

|’Has the location of books and records current fg( year? ......... g L. 1Yes D 2 No
changed since the last time you filed

your T2return? .. ..ot n e m 1Yes l:l 2 No IX‘ i ye.s, complete and altach Schedule 24.

[t yes, complete lines 031 to 038) Is this the final tax year 1ves[ ] 2No [X]

‘BE¥] 950 EAST MAIN STREET before amalgamation? ... ....... es 0
k¥4 P.O. BOX 280 Is this the final return up to

: City Province,territory, or state dissolution? . ................ 1Yes D 2No
m WELLAND m ON Is the corporation a resident of Canada?

' Country {other than Canada) Postal code/Zip code If no, give the country of residence on line
m L3B 5P6 1es E 2 NOD 081 and complete and attach Schedule 97.

B Type of corporation at the end of the tax year
m ye P y Is the non-resident corporation

Canadian-controlied Corporation controlled claiming an exemption under
1 private corporation (CCPC) 4 D by a public corporation an inco?ne tax tre:ty? ........... m 1 Yes [I 2 No @
2 D Other private 5 E Other corporation If yes, complete and attach Schedule 81.
corporation (specify, below) If the corporation is exempt from tax under section 149,
3 |:| Public tick one of the following boxes:
corporation __TAX EXEMPT = [ Exempt under paragraph 149(1)(e) or ()
If the type of corporation changed during i
the tax year, provide the effective Exempt under paragraph 149(1)()
- | date of the change. m Exempt under paragraph 149(1)(t}

YYYY MM DD Exempt under other paragraphs of section 149

Do not use this area

b . . e
“2E(@7) Canadi
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"VHESC - Nil. 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

008-06-26 07:47 86375 9692 RC0O001
- Attachments
.{Financial statement information: Use GIF] schedules 100, 125, and 141.
i Schedules — Answer the following questions. Far each Yes response, attach to the T2 return the schedule that applies.
| Yes Schedule
Is the corporation related to any other COMPOMALIONS? . . v\ o oot oo it v e o e e e 150 .S 9
115 the corporation an associated COPC? . . .. .. o s 23
“Ils the corporation an associated CCPC that is claiming the expenditure imit? .. .. ..o oo oo 45
Does the corporation have any non-resident shareholders? . . .. . .. . . . e 19
Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,
other than transactions in the ordinary course of business? Exclude non-arm's length transactions with non-residents .. ... ........ 11
If you answered yes to the above question, and the transaction was between corporations not dealing at arm's length,
were all or substantially all of the assets of the transferor disposed of tothe transferee? . ... ... . .. oo 44
Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada? . ... . ... ... ... ... 14
Is the corporation claiming a deduction for payments to a type of employee benefit plan? e e 15
Is the corporation claiming a loss or deduction from a tax shelter acquired after August 31,19897 . ........ ... ..ot T5004
Is the corporation a member of a partnership for which a parinership identification number has been assigned? — ............. ... 15013
;Did the corporation, a foreign affiliale controlled by the corporation, or any cther corporation or trust that did
‘not deal at arm's length with the corporation have a beneficial interest in a non-resident discretionary trust? .. ... ... .. ..o 00 22
Did the corporation have any foreign affiliates duringtheyear? ... ... . ... o i 25
| Has the corporation made any payments to non-residents of Canada under subsections 202(1) andfor 105(1)
{of the federal Income Tax Regulafions? . . o . o i i e e e e 29
‘Has the corporation had any non-arm's length transactions with a non-resident? . ... ... ... oo T106
For private corporations; Dees the corporation have any shareholders who own 13% or more of the corporation's —
‘common and/or preferred Shares? .. ... LA 50
_ iHas the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year?
|s the net income/loss shown on the financial statements different from the net incomefloss for income tax purposes? .. ... ... ... .. LA 1
Has the corporation made any charitable donations; gifts to Canada, & province, or a teritory, —
:gifts of cultural or ecological property; or giffs of medicine? .. . ... Lo 202 b 2
.“Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? . ... ........ ... ... 203 1 3
Is the corporation claiming any type of I0SSES? . . . .. ... 204 L 4
s the corporation claiming a provincial or territorial tax credit or does it have a permanent establishment
in more than one JunsdiCHON? L . o . o e e e e e e 5
‘Has the corporation realized any capital gains or incuired any capital losses during the taxyear? .. ... ... .o 6

i) Is the corporation claiming the small business deduction and reporting income from: a} property (other than
dividends deductible on line 320 of the T2 return), b) a partnership, c) a foreign business, or d} a personal

services business; or i) is the corporation claiming the refundable portion of Part | 1AX? e e 7
‘Doss the corporation have any property that is eligible for capital cost allowance? ... .. ... .. 8
Does the corporation have any property that is eligible capital property? . ... ..ot i 10
Does the corporation have any resource-refated deductions? . . . .. o o i 12
‘Is the corporation claiming reserves of any 7T+ 2 13
Is the corporation claiming a patronage dividend deduction? ... . ... ..o e 16
Is the corporation a credit union claiming a deduction for allocations in proporien to borrawing or an additional deduction? 17
}f‘Is the corparation an investment corporation or a mutual fund corporation? .. ... L. Lo 18
" | Was the corporation carrying on business in Canada as a non-resident corporation? . .. ..o e 20

s the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial fogging tax credits? ... ... L. 21
Does the corporalion have any Canadian manufacturing and progessing profils? . .. ... ... e 27
Is the corporation claiming an investment tax credit? . . . ... ... L 31
is the corporation claiming any scientific research and experimental development {SR&ED) expenditures? .. ... ... oo T661
Is the tetal taxable capital employed in Canada of the corporation and its related corporations over $10,000,0007 .. ... o

As the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,0007 ... .. ... ... ..

Is the carporation a member of a related group with one or more members subject to gress Part 1.3tax? ... ool 36
Is the corporation claiming a surtax credit? . . . .. ... L e e 37
Is the corporation subject to gross Part VI tax on capital of financial institutions? . . ... oL 38

" Is the corporation claiming @ Part 1taX Gred? . .. oLt e e 42

Is the corporation subject to Part V.1 tax on dividends received on taxable preferred shares or Part V1.1 tax on dividends paid? 43
is the corporation agreeing fo a transfer of the liability for Part VI.1tax? ... ..o 45
Is the corporation subject to Part Il - Tobacco Manufacurers’ surtax? .. .. .. oL e 46
For finangial institutions: Is the corporation a member of a related group of financial institutions with one or —

more members subject togross Palt VItax? . oL e e | 39
Is the corporation claiming a Canadian film or video production tax credif refund? ... ... ..o oo oo e || 7113

i is the corporation claiming a film or video production services tax creditrefund? . ........ .. oo L 1 T1177
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- Aftachments — continued from page 2
Yes Schedute

Is the corporation subject to Part XILTtax? . . ... ... I
'|Did the corparation have any foreign affiliates that are not controlled foreign affiiates? .. ... ... ... v || T1134-A
Did the corporation have any controlled foreign affiliates? . . .. .. o 1 T1134-B
' bid the corporation awn specified foreign property in the year with a cost amount over $100,0007 ... ... ... | | T1135
‘| Did the corporation transfer or loan property to a non-resident frust? . ... ..o || T1141
Did the corporation receive a distribution from or was it indebted to a non-resident trustintheyear? . ... ... o P TH42
| Has the corporation entered into an agreement to allocate assistance for SR&ED carried out in Canada? ... . ... ... ... .. ..., | | T11458
Has the corporation entered into an agreement to transfer gualified expenditures incurred in respect of SREED contracts? . ... ... ... | | Ti148
Has the corporation entered into an agreement with other associated corporations for salary or wages of specifisd employees for SR&ED? || Fi174
| Did the corporation pay taxable dividends {other than capital gains dividends) inthe tax year? .. .. ... v | 55
1Has the corporation made an election under subsection 88(11) nottobe a CCPC? .. ... ... i | | T2002
Has the corporation revoked any previous election made under subsection 83(11)? . ... . ... o e e || T2002
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay efigible dividends, or did its
general rate income pool (GRIP) change inthetaxyear? .. ... ... o 53
Did the corporation (other than a CCPC or DIC) pay eligible dividends, or did its low rate income pool {LRIF) change in the tax year? Ei 54

* We do not print this schedule.

~ Additional information

Is the €Orporation NBCHVET - -« v o e e e e e e e e e e e e e e e prill] 1 Yes 2Ne
Has the major business activity changed since the last return was filed? (enter yes for firsttime filers) . .............. 281 R ZNo
What is the corperation's major business activity? .. . ... ... oo m

(Only complete if yes was entered at line 281}

If the major business activity involves the resale of geods, show whether it is wholesale or retali. .. .. ... ... .. m 1 Wholesale D 2 Retail D
[Specify the principal product(s) mined, manufactured, pritd  POWER DISTRIBUTION PYE  100.000 %

-, sold, constructed, or services provided, giving the 286 287 ""—““_D/
approximate percentage of the total revenue that each S
praduct or service represents. 288 289 %
Did the corporation immigrate o Canada during thetax year? .. . ... ... i 1Yes 2No

IDid the corparation emigrate from Canada during thetaxyear? ... ... 0o 1Yes 2No

-~ Taxable income

" [Net income or {loss) for income tax purposes from Schedule 1, financial statements, or GIFI.

‘Deduct: Charitable donations from Schedule 2 . . . . .. ..o i
Gifts to Canada, a province, or a territory from Schedule2 ... .. ... ... ...
| Cullural gifts from Schedule 2 . . .. . s
Ecological gifts from Schedule 2 . . ... .. .. o

Gifts of medicine from Schedule2 . . .. . . ... ... e
Taxable dividends deductible under section 112 or 113, or subsection 138(6)
from Schedule 3 L . ... e e e e e e e e

Part VL1 tax deduction ® . . .. . L e e
Non-capital losses of previous tax years from Scheduled .. ... ............
Net capital losses of previous tax years from Schedule4 . ................
Restricted farm losses of previous tax years from Scheduled4 .. . ... ... . ...
Farm losses of previous tax years from Schedule4 . . . . ... ..o

Limited partnership losses of previous tax years from Schedule4 ... ..........
Taxable capital gains or taxable dividends allocated from
acentralcredit UNiON . . L . .. e e

Prospector's and grubstaker's shares ... ... ... . ..o il

> B
Subtotal {amount A minus amount B) (if negative, enter "0" c
" Add: Section 110.5 additions or subparagraph 115{1)}{(@)(vi) additions . . ... ... .. ... .. i D
Taxable income (amount C plus amaUnt D) . . oL L.t e @
- Income exempt under paragraph T49(1}1) . . . .. .. e
Taxabte income for a corporation with exempt income under paragraph 148(1)(t} {line 360 minus line 370y . .......... Z

I* This amount is equal to 3 times the Part V1.1 tax payable at line 724.
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“"008-06-26 07:47 86375 9692 RC0001
~Small business deduction
| Canadian-controlled private corporatiens (CCPCs) throughout the tax year
%_ Income from active business carried on in Canada from Schedule 7 . . .. . ..o oo m A
| Taxable income from line 360, minus 10/3 of the amount on line 632%, minus 3 times the amount on
iine 636™, and minus any amount that, because of federal law, is exempt form Part 1tax .. ... oo e m B
| Calculation of the business limit:
‘| For ali CCPCs, calculate the amount at line 4 below.,
300,000 x Number of days in the tax vear in 2005 and in 2006 = . 1
Number of days in the tax year 365
400,000 x Number of days in the tax year after 2006 365 = ...... 400,000 2
Number of days in the tax year 365
Add amounts at lines 1 and 2 400,000 4
Business [imit (see notes 1 and 2below) . . . . .. L m c
Notes: 1. For CCPCs that are not associated, enter the amount from line 4 an line 410. However, if the corporation’s
tax year is less than 51 weeks, prorate the amount from line 4 by the number of days in the {ax year
divided by 365, and enter the result on line 410.
2. For associated CCPCs, use Schedule 23 to calculate the amount o be entered on line 410.
jBusiness limit reduction:
1 Amount C x ﬂE il D T E
11,250
'Reduced business limit (amount C minus amount E) (if negative, enter "0") . ... .. .o oo m F
iSmall business deduction
Amount A, B, C,
lor F whichever
- is the east X Number of days in the tax year before January 1, 2008 365 x 16% = 5
j Number of days in the tax year 365
Amount A, B, C, N
or F whichever Number of days in the tax year after
is the least X December 31, 2007 and befare January 1, 2009 X i7% = &
Number of days in the tax year 365
Amount A, B, C, .
or F whichever Number of days in the tax year after
is the least X December 31, 2008 X 17% = 7
: Number of days in the tax year 365
Total of amounts 5, 6, and 7 —enter on line 9 G
* Calcutate the amaunt of foreign nan-business income tax credit deductible on fine 632 without reference fo the refundable tax on the
: CCPC's investment income {line 604) and without reference to the corporate tax reductions under section 123.4.
* Calculate the amount of foreign business income tax credit deductible on line 636 without reference to the corporate tax reductions under section 123 4.
**% | arge corporations
* |f the carporation is not associated with any corporations in both the current and the previous tax years, the amount to be entered at line 415 is:
‘ (Total taxable capital employed in Canada for the prior year minus $10,000,000) x 0.225%.
» |f the corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be
| entered at line 415 is: {Total taxable capital employed in Canada for the current year minus 1 0,000,000) x 0.225%
* For corporations asscciated in the current tax year, see Schedule 23 for the special rules that apply.
I— Resource deduction
| Taxable resource income [gs defined in subsection 125.11(1)] .. ... oo m H
Amount H X Number of days in the tax year in 2005 X 3% = ]
Number of days in the tax year 365
- Amount H x Number of days in the tax year in 2006 X 5% = J
Number of days in the tax year 365
|Amnunt H x Number of days in the lax year in 2007 365 x 7% = K
Number of days in the tax year 365
" Resource deduction —totatof amounts L, Jand K . L e m L
Enter amount L. on line 10.
i
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1008-06-26 Q747

WELLAND HYDRO ELECTRIC SYSTEM CORP.

' @General tax reduction for Canadian-controlied private corporations — total of amounts J, ¥, K1, and K2

{Enter amount L on line 638.

86375 9692 RCOOD1
~General tax reduction for Canadian-controlled private corporations
Canadian-controlled private corporations throughout the tax year
Taxable incomefrom line 360 . ... ... .. ... ... e e e e e A
|Amount 21 from Part @ of Schedule 27 . . . . . . o L L e B
|Amount QQ from Part 13 of Schedule 27 .. . . ... Lo C
Taxable resource income from ine 435 L . . L L e D
1 amount used to calculate the credit union deduction (from Schedule 17} ... ... .. L E
Amount from line 400, 405, 410, or 425, whicheveristheleast . ... ... ... ... ... ... ... F
1Aggregate investment income from line 440 . . . . . L L G
Totalof amounts B, C, D, E, F,and G . . . . . ... i s > H
Amount A minus amount H {if negative, enter "0") . L L. L L e |
Amount 1 X Number of days in the tax year before January 1, 2008 365 x 7% = J
Number of days in the tax year 365
Number of days in the tax year after
Amount | X December 31, 2007 and before January 1, 2009 b 85% = K
Number of days in the tax year 365
Number of days in the tax year after
Amount | X December 31, 2008 and before January 1, 2010 X 9% = K1
Number of days in the tax year 365
; Number of days in the tax year after
Amount 1 X December 31, 2009 and before January 1, 2011 X 10% = K2
Number of days in the tax year 365
L

- General tax reduction

‘Do not complete this area if you are a Canadian-controlled private corporation, an investment corporation, a morigage investment corporation,
or a mutual fund corporation, and for tax years starting after May 1, 2008, any corporation with taxable income that is not subject to the

corporation tax rate of 38%.

Taxable income from line 360 (for tax years starting after May 1, 2006, amount Z) . . . . . ... . ... e M
Amount Z1 from Part 9 of Schedule 27 . L . . . o L o e e s N
Amount QQ from Part 13 of Schedule 27 . . . . .. e (0]
Taxable resource income from line 435 .............. e e P
:Amount used fo catculate the credit union deduction (from Schedule 17) . . ... ... ... .. Q
Totalof amounts N, O, B, @nd @ « . ot e > R
Amount M minus amount R (if negative, enter "0") ..o S
iAmount 5 X Number of days in the tax year before January 1, 2008 365 x 7% = T
| Number of days in the tax vear 365
: Number of days in the tax year after
IAmount S x December 31, 2007 and before January 1, 2009 X 85% = U
Number of days in the tax year 365
‘ Number of days in the tax year after
Amount S X December 31, 2008 and before January 1, 2010 X 9% = U
Number of days in the tax year 365
Number of days in the tax year after
Amount S x December 31, 2009 and before January 1, 2011 X 10% = u2
. MNumber of days in the tax year 365
General tax reduction —tofal of amounts T, U, U1, and U2 . . . o L i i i e e \Y
] Enter amount V on line 639.
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- Refundable portion of Part | tax

‘|Canadian-controlled private corporations throughout the tax year

‘| Aggregste investment income . . . ... .. m x 26 2/ 3% = ... A
{from Schedule 7}

Foreign non-business income tax credit from line 632 .. ... . ... .. . oo

Deduct:

|Foreign investmentincome .. . .. ... .. m x 9 17 3% =

| from Schedule 7) (if negative, enier "0} » B
Amount A minus amount B (if negative, enter "0") L L L L e C

" dTaxableincomefromline 380 . ... .. ... ...
‘bBeduct: '
Amount from line 400, 405, 410, or 425, whicheveristheleast ... ..

Foreign non-business
income tax credit
from line 832 .. ... . ... x 25/ 9

Foreign business
income tax credit

fromlineB36 .. ....... X 3 =
>
x 26 2/ 3% = D
Part | tax payable minus investrment tax credit refund (line 700 minus ine780) . ......... .. ..
Deduct: Corporate surax from ling 600 . . .. . .. L oo
UNEBEAMOUNE oot e e e > E
Refundable portion of Part | tax ~ Amount C, D, or E, whichever is theleast .. ........... ... ... ... ...... m F
~ Refundable dividend tax on hand
Refundable dividend tax on hand at the end of the previous taxyear .. ... ............ 460
Deduct: Dividend refund for the previcus taX YEaT . . - - - o« v v v e et i 465
: > G
‘Add the total of:
Refundable portion of Part | tax from line 450 above . ... ... ... o oo
- Total Part [V tax payable from Schedule 3 .. . .. .. ... oo
i Net refundable dividend tax on hand transferred from a predecessor corporation on
: amalgamation, or from a wound-up subsidiary corporation ... ... oL 480
» H
iRefundabIe dividend tax on hand at the end of the tax year — Amount G plus amountH ... ........ .. ........ m
Dividend refund
PPrivate and subject corporations at the time taxable dividends were paid in the tax year
Taxable dividends paid in the tax year from line 460 of Schedule 3 ... .. .. .. ... .. ... x 1/ 3 1
Refundable dividend tax on hand at the end of the tax year from line 485above . ... . .. .. oo J

: Dividend refund — Amount | or J, whichever is less {enter this amounton line 784) .. .. ... . . .. . i i
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- Part | tax
Base amount of Part I tax — faxable income (line 360 or amount Z, whichever applies) multiplied by 3800% ......... m A

Corporate surtax calcufation

Base amaunt from line A &DoVE . . . L. L. e e e e e e e e e e

| Deduct:
10 % of taxable income (line 360 or amount Z, whichever applies) .. ..................

Investment corporation deduction from line 620 below . . ... ... ..o o o o

Federal logging tax credit from line 840 below . . . . ... o oo
Federal qualifying environmental trust tax credit from line 648 below . ... ... ........... ..

L&) IS S P R S ]

For a muiual fund corporation or an invesiment corporation throughout the
tax year, enter amount a, b, or ¢ below on line 6, whichever is the least:

28.00 % of taxable income from ine 360 ... .........
28.00 % of taxed capitalgains . . ... ............. b

1Y)

Part | tax otherwise payable . . .. ... ... ... ..o c
(fine A plus lines C and D minus fine F)

Total of MBS 2106 o o s o e e o e e e e e e e e e e e e e e e e

| Netamount {(ine 1minusine7) .. . .. .. ..

Corporate surtax*
Line 8 X Number of days in the tax year before January 1, 2008 365 x
i Number of days in the tax year 365

*The corporate surtax is zero effective January 1, 2008,

" “icalculation for the refundable tax on the Canadian-controlled private corporation's (CCPC) investment income
‘{if it was a CCPC throughout the tax year)

Aggregate investment income from line 440 . . .. .. ..o oo

4%

| Recapture of investment tax credit from Schedule 31 ... ... m c

Taxable income from line 360 . . ... .. . ... . e

Deduct:
Amount from fine 400, 405, 410, or 425, whichever is the least . . . .. . .
NEEAMOUME . o oo > i
‘Refundable tax on CCPC's investment income — 6 2 !/ 3 % ofwhicheveris less: amountiorii . ........... m D
Subtotal (add lines A, B, C, and D) E
Deduct:
%Small business deduction fromline 430 . . L. L L L e 9
“Federal taxabalement . . ... ... ... 608
Manufacturing and processing profits deduction from Schedule2? .. .. ... ... .. .. .. 616
Investment corporation deduction . ... L. 620
{taxed capital gains )
Additionat deduction — credit unions from Schedule 17 . .. . .. ... oo L 628
Federal foreign non-business income tax credit from Schedule 21 .. ... .......... ... 632
“Federal foreign business income tax credit from Schedwle 21 . ... ... ... ... ... ... 636
Resource deduction from iIne 438 . . L L.l 10
General tax reduction for CCPCS from @moUnt L o v o v oo v oo v em e e e e 638
General tax reduction from amount V. . . . . L L e e 639
Federal logging fax credit from Schedule 21 . .. . ... .. 640
Federal political contribution tax credit . ... ... ... 644
~ Federal political centributions
" Federal qualifying environmental trust tax credit = .. . ..o e 648
Trvestment tax credit from Schedule 31+ o . o ottt e e 652
Subtota} > F
Part Itax payable—Line EmInus e F . ... . e G
| Enter amount G on line 700.
CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP09  VERSION 2008 V1.0 Page 7 of §




- YHESC - NiL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

008-06-26 07:47 86375 9692 RCOQ01
- Summary of tax and credits
|Federal tax
Partltax payabile . . L e e
Part 1.3 tax payable from Schedule 33, 34, or 35
Part Il surfax payable from Schedule 46 . . . L L L L e e e e e
Part 1.1 tax payable from Schedule 55 . . . . . . .. e e e e e
Part IV tax payable from Schedule 3 . . . L e e e
Part IV.1 tax payable from Schedule 43 . . . e e
o PartVitaxpayable from Schedule 38 . . .. . . L e e
Part VI.1 tax payable from Schedule 43 . . . . . L e
Part Xlll.1 tax payable from Schedule 92 . . . . . . e e e
Part XIV tax payable from Schedule 20 . .. . .. .. L
|
“Add provincial or territorial tax: Total federat tax
Provincial or territorial jurisdiction . . . Ontario
(if more than one jurisdiction, enter "multiple” and complete Schedule 5}
Net provincial or territorial tax payable (except Quebec, Ontario, and Albertay .. ... ... ... 759
Provincial tax on large corporations {New Brunswick and Mova Scotia) .. ............. 765
»
" :Deduct other credits: Total tax payable A
Investment tax credit refund from Schedule 31 . .. . . . ... ... . ...
Dividend refund . . . . . L e
"' Federal capital gains refund from Schedule 18 . . . . . ... L
| Federal qualifying environmental frust tax creditrefund . . . . .. L Lo Lo L
Canadian film or video production tax credit refund (Form T1131) . . .. .. ... . ... ... ..
Film or video production services tax credit refund (Form T1177) . . . . .. .. .. ... ... ..
U Taxwithheld 8t SOUTGE . . L L e e
Total payments on which {ax has been withheld . . ., ., ... m
Provincial and territorial capital gains refund from Schedule 18 .. .. . .. ... .. L. 808
Provincial and territorial refundable tax credits from Schedule5 ... ... . ... ... ... ... 812
Tax instalments paid . . . . . .. L e 840
Total credits g4 » B
" Refund code l:l Overpayment Fj Balance (line A minus line B)
\“ Direct deposit request If the resulf fs negla'tive. you have an overpayment.
. . . . . If the result is positive, you have a balance unpaid.
17To have the corporation's refund deposited directly into the corporation’s bank Enter the amount on whichever line applies
1 account at a financial institulion in Canada, or to change banking information you Generally, we do not charge or refund a diff-er ence
already gave us, complete the information below: of $2 or Iéss.
i I:‘ Start D Change information 910 .
| Branch number Balanceunpaid . ........
m m Enclosed 898
Institution number Account number nelosed payment
If the corporation is a Canadian-controlied private corporation throughout the tax year,
L does it qualify for the one-month exiension of the date the balance of taxisdue? ... ... ... . ............ 1Yes I:' 2 No
— Certification
;, FEH] peever E&l ross ERl PreSIDENT
Last name in block letters First name in block letters Peosition, office, or rank
am an authorized signing officer of the corporation. | certify that | have exami his return, including accompanying schedules and statements, and that
the information given on this return is, to the best of m omplete. ! further certify that the method of calculating income for this
" tax year is consistent with that of the previous ye i osed in a staternent attached to this return.
EEd  2008-06-26 . EEY (905) 732-1381
. Date (yyyvimm/dd) 4’7 Signature githe autherized signing officer of the corporation Telephone number
"Is the contact person the same as the authaorized signing officer? If no, complete the information below ... .. ... . 1 Yes 2 No D
Name in block iétters Telephone number
"~ Language of correspondence — Langue de correspondance
indicate your language of correspondence by entering 1 for English or 2 for French, " . .
] m Indiguez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour frangais. 1 English / Anglais 2 Frangais / French |:|

LURPORATE TAXPREP / TAXPREP DES SOCIETES - EPDS  VERSION 2008 VL.D
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- NHESC - NiL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

'008-06-26 07:47 86375 8692 RCO001
Canad
el 5500 e e GENERAL INDEX OF FINANCIAL INFORMATION — GIFI
Form identifier 100
Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

¢

Balance sheet information

-|Account Description GIFl Current year Prior year

- Assets
Total current assels . ... e 15,020,439 16,064,204
Total tangible capital assets . ... ... ... ... oo 20,057,451 19,403,986
Total accumulated amortization of tangible capital assets
Total intangible capital assets . ...... ... .. .. .. ..o e
Total accumulated amortization of intangible capital assets
Total long-term assets ... ... 137,487 301,207

*Assets held INHUST oo e 259

Total assets (mandatory field) 35,215,377 35,769,397
[ Liabilities
Total current liabilities . ... . e 4,716,378 5,596,695
Total long-term liabilities .. .. ... .. .. ... 16,203,712 15,375,144
*Subordinated debt ...
*Amounts held intrust ... L
1 Total liabilities (mandatory field) m = 20,920,090 20,571,839
'f Shareholder equity
! Total shareholder equity (mandatory field) B3 + 14,295,287 14,797,558
| Total liabilities and shareholder equity B - 35,215,377 35,769,397
-~ Retained earnings
Retained earnings/deficit — end (mandatory field) 3849 & 711,949 1,214,220

* Beneric item
]

CURPORATE TAXPREP / TAXPREP DES SOCIETES - EPD9  VERSION 2008 Vi.0




YHESC - NiL. 2007 080415.207 2007-12-31 WELLAND HYDRQ ELECTRIC SYSTEM CORP.
- 008-06-26 07:47 86375 9692 RCO001

Current Assets

Form identifier 159?

Account Description GIFI Current year Prior year

- Cash and deposits

*Cash and deposits . .. ...
CaSH e e e e e
Deposits in Canadian banks and institutions - Canadian currency
Deposits in Canadian banks and institutions — foreign currency .. ...
Deposits in foreign banks — Canadian currency .. .........-- ...
Deposits in foreign banks — foreign currency ... ... ...
Credit union cenfral deposits . .. .. ... e
Other cash likeinstruments .. . . ... . oo
Cash and deposits

7,074,132 8,006,110

7,074,132 8,006,110

-~ Accounts receivable
*Accounts receivable . ...
Trade accounts receivable . .. ..
Trade accounts receivable from related parties .. ...............
Taxes receivable . . .. e
Inferest receivable . . . . ...
Holdbacks receivable . . . .. . .
Leases receivable .. ... e
Accounts receivable from employees ... ... .o oo
‘ Amounts receivable from members of NPOs ... . ... .. o
| Accounts receivable

2,060,513 2,035,851
5,297,085 5,506,136

7,357,598 7,541,987

- Allowance for doubtful accounts
* Allowance for doubtful accounts ... ... .
l Allowance for doubtful trade accounts receivable  ....................
Allowance for doubtful trade accounts receivable from related parties
. Allowance for doubtful amounts contained in leases receivable ...
‘ Allowance for doubtful aceounts receivable from empioyees  .........
Allowance for doubtful accounts

Inventories
[ FIVENTOTIES .« . ot e et e e e e
Inventory of goods forsale . ... ... ...
Inventory parts and supplies .. ... .. Lo
i Inventory properties ... ... e
Inventory of aggregates ... ... ...
WOTK N Progress ..o oot o
l Rawmaterials .. ... ... e e
Inventory of securities . ... .. ...

Inventories

502,159 . 470,431

502,159 470,431

~ Short-term investments
* Short-term INVESIMENTS . ..ot e e e
Canadian term deposits ... . ... ...
1 Canadian shares ... .. ...
Canadianbonds ... ... ..
Canadiantreasury bills . .. ...
k Securities purchased under resale agreements . . .......... ...
Other short-term Canadian investments ... .. .................
. Short-term foreign investments . ... ... oo

l Short-term investments

35,188

35,188

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP09  VERSION 2008 V1.0 Page 1of 2




VHESC - NIL 2007 080415.207 2007-12-31
- .008-06-26 07:47

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

- Loans and notes receivable

*Loans and notes receivable . . ... ...
Demand loansreceivable ... ... .. ... ...
Other loans receivable . . . .. . o
Notes receivable . ... ... e
Mortgages receivable ... ... L
Loans and notes receivable

 Due from shareholder(s)/director(s)

' *Due from shareholder(s)/director(s) .. ......... ... ..........
Due from individual shareholder{s) .............. .. ... .. ...,
Due from corporate shareholder(s) . ............. ... ... .. ...
Due from director{S} ... ... ... e
Due from shareholder(s)/director(s)

‘ * Investment in joint venture(s)/partnership(s) ............. ...... m +

I
L *Due from joint venture(s)y/partnership{s) ... . .................. m +

- Due fromfinvestment in related parties

* Due from/finvestment in related parties

| Demand notes from related parties ... ... ... ... .. .. L
Interest receivable from related parties

_ Loansfadvances due from related parties

' Due fromfinvestment in related parties +

[ *Customers' liability under acceptances  ......... ...l m +

- QOther current assets

' FOther CUMTENt @SSEIS .« « o ot et e e e e

’ Future (deferred) income taxes
Accrued investment income
Taxes recoverable/refundable

‘ Prepaid 8Xpenses ... ...t
Drilling advances ... ... .. .

Security/tender deposits .. ...

Other current assets

86,550

10,488

86,550

10,488

L Total current assets @ =

15,020,439

16,064,204

* Generic item

LURPORATE TAXPREP / TAXPREP DES SOCIETES - £P09  VERSION 2008 V1.0
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YHESC - NIL 2007 080415,207
{008-06-26 07:47

Long-term Assets

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

2007-12-31

Form identifier 2539

Account Description GIFI Current year Prior year

- Due from shareholder(s)/director(s)
* Due from shareholder(s)/director(s)
Due from individual shareholder(s)
Due from corporate shareholder(s)
Due from director(s)
Due from shareholder(s)/director(s)

* Due from members

' * investment in joint venture{s)/partnership(s}

. I. * Due from joint venture(s)/partnership(s)

~Due from/investment in related parties

' * Due from/investment in related parties
Due from/investment in Canadian related parties
Shares in Canadian related corporations
Loans/advances to Canadian related corporations
Investment in Canadian related corporations at cost
Investment in Canadian related corporations at equity
Due from/investment in foreign related parties
Shares in foreign related corporations
Loans/advances to foreign related corporations
Investment in foreign related cerporations at cost
Investment in foreign related corporations at equity
Due from/investment in related parties

137,487 123,716

123,716

137,487

L * investment in co-tenancy
~Long-term investments
* Long-term investments
Foreign shares
Other types of foreign investments
Canadian shares
Government of Canada debt
Canadian, provincial and municipal government debt
Canadian corporate bonds and debentures
Debt securities
Equity securities
Securities purchased under resale agreements
Central credit union shares
Other Canadian long-term investments
Long-term investments
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YHESC - NIL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
Q08-08-26 07:47 86375 9692 RCO0O1

~Long-term loans

: FLong-term 08NS .. . . e
Mortgages . . ... .
Personal and creditcard loans . . . .. .. ... oo L
Business and governmentioans  ......... ... oL oL
Lineofcredit ... ... .. . .. ... e
Long-term loans

i-Other long-term assets
*Other long-term assets .. ... ..

Future (deferred) incometaxes ... ... .. .. . .. o
T Deferred pension charges .. .. .. .. o oo oo o
B Deferred unrealized exchange losses .. ............. ... ...

Other deferred items/charges .. . ... .. .. 177,491
Reservefund .. .. . .. ...
Cash surrender value of lifeinsurance . .. ... ........ ... .. ...

| Other long-term assets 177,491
Accumulated amortization of deferredcharges ... ... ... ... .. m -
Total long-term assets 2589 &2 137,487 301,207

L
* Generic item
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VYHESC - NIL 2007 080415.207 2007-12-31

“"008-06-26 07:47

Current Liabilities

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RC0O001

Form identifier 3139

Account

—

Description

Current year Prior year

*Bank overdraft

- Amounts payable and accrued liabilities
i * Amounts payable and accrued fabilities
Trade payables
Trade payables to related parties
Holdbacks payable
Wages payable

Management fees payable
Bonuses payable
Employee deductions payable
Withholding taxes payable

interest payable
Amounts payable to members of NPOs

l Amounts payable and accrued liabilities

3,668,278 4,328,347

3,668,278 4,328,347

| * Taxes payable

" Short-term debt
* Short-term debt
1 Loans from Canadian banks
Liability for securities sold short
Liability for securities sold under repurchase agreements
Gold and silver certificates
Cheques and other items in transit
Lien notes
Credit card loans
Short-term debt

* Deferred income

Due to shareholder(s)/director(s)
f * Due to shareholder(s)/director(s)
Due to individual shareholder(s)

Due to corporate sharehalder(s)

' Due to director(s)
Due to shareholder{s)/director(s)

........................ 2840 &4

| * Due to joint venture(s)/partnership(s)

|~ Due to related parties
*Due to related parties
’ Demand notes due to related parties
Interest payable to related parties
| Advances due to related pariies
Due to related parties

(LURPORATE TAXPREP / TAXPREP DES SOCIETES - EP09  VERSION 2008 V1.0
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VHESC - NIL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
-008-06-26 07:47 86375 9692 RCO001

*Current portion of long-term liabifity — .................. ... m + 70,545 70,545

*Bankers' aCCEPIANCES . . vt e 2540 |5

" - Other current liabilities

*Other current liabilities ... ...
Deposits received . . ... ...
Dividends payable . ... . .. ...
Future (deferred) incometaxes . ......... ... .o
Reserves for guarantees, warranties, or indemnities . ............
General provisionsffeserves . . ... .. ... .
Crew Shares . ... e
Other current liabilities

113,340 496,814
864,215 700,988

977,555 1,197,803

Total current liabilities EBE] - 4,716,378 5,596,695

' YGeneric item
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VHESC - NIL 2007 080415.207 2007-12-31
1008-06-26 07:47

Long-term Liabilities

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCOI0

Account Description GIFl

Form identifier 3450

Current year Prior year

r Long-term debt
“Long-term debt . ... ...
MOMQAgES .. i
Farm credit corporationloan . ... .. ... L
Chartered bank 1oan . . . ... .
Credit Union/Caisse Populaireloan . .. ... .. .. oot
Provincial government foan ... ... . ... i
Supply company loan ...
Private [0an . . .. . e
Central, league, and federationloans .. .. ........... . ...
Lineofcredit . ... . . . .
Liability for securities soldshort ... ... ... ...
Liability for securities sold under repurchase agreements
LION NMOIES . o ot e et e e e e e e
Long-term debt

13,499,953 13,499,953

13,499,953 13,499,953

* Deposit liabilities of financial institutions .. ................... m +

*Bonds and debenfures . ... ... EZn) +

*Deferred INCOME .« o o o e e e e e e e 3220 &4

*Future (deferred) income taxes  ........ ... o i 3240 B2

r Due to sharcholder(s)/director(s)
*Due to shareholder(s)/director(s) . .... ... ... .
Due to individual shareholder(s) . ......... ... . ... ... ..
Due to corporate shareholder(s) . ... ... .. i
Duetodirector(s) ... ..o

Due to shareheolder{s)/director(s)

DU IO MEMDEIS o« o vt o e e e e e e e e 270 %4

_

*Due to joint venture(s)/partnership(s)  ............... .. ... m +

Due to related parties
P " _

Duetorelated parties ... ... o i 3300

Amounts owing io related Canadian parties  ................... 3301

| Amounts owing to related foreign parties .. .. ... ... 3302
Due to related parties +

_ORPORATE TAXPREP / TAXPREP DES SOCIETES - EP09  VERSION 2008 V1.0
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VHESC - NIL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
008-06-26 Q7:47 86375 9692 RCO001

- Other long-term liabilities
: *Other long-term liabilities ... .. ... e
Long-term obligations/commitments/capital leases  ..............
Reserves for guarantees, warranties, or indemnities .. .. .........
Provision for site restoration . ... ... ... .. i
Contributions to qualifying environmental frust . ................
General provisionsfTESEIVESs . . ... ... ...
Preference sharesrestated ... ... ... .. ... . oo
Member allocations . . . .. ...
. Deferred revenue from incomplete contracts ... . ... ... .. .o
| Other long-term liabilities

2,703,759 1,875,191

2,703,759 1,875,191

Total long-term liabilities 3450 B 16,203,712 15,375,144

* Generic item
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VHESC - NIL 2007 080415.207 2007-12-31
008-06-26 07:47

‘Shareholder Equity

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

Form identifier 3620

Account Description GiFL Current year Prior year
FCOMMON SHArES . . . o o e 3500 §a 12,953,180 12,853,180
*Preferred shares . . . 3520 k&
- Contributed and other surplus
* Contributed and other surplus 630,158 630,158
Contributed surplus . . . . ...
Appraisal surplus .. ...
General FBSEIVE . . ot e
Contributed and other surplus + 630,158 630,158
*Head office account .. .. ... 3570 &g
- *Retained earnings/@eficit ... ... 3600 | 711,949 1,214,220
Total shareholder equity 36205 14,295,287 14,797,558

T

* Generic item
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VYHESC - NIL 2007 080415.207 2007-12-31
'008-06-26 07:47

Retained Earnings/Deficit

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

Form identifier 3849

Account Description GIFI Current year Prior year
* Retained eamnings/deficit—start ... ... ... m + 1,214,220 495,303
FNEL INCOMENOSS ottt e e e 3680 &g 97,729 2,018,917
- Dividends declared
- *Dividends declared . .. . 3700 600,000 1,300,000
Cash dividends . .. . o oottt e 3701
Patronage dividends .. .. ... ... 3702
Dividends declared - 600,000 1,300,000
*Prior period adjustments ... ... 3720 &g

FOther itemns affecting retained earnings

b

* Other items affecting retained earnings ... ... ... ...
Shareredemplions .. .. ... ...
Special reSEIVES . .. ...
Currency adjustments .. ... ..o
Unusual revenue itemMs . .. .ot i i s
Interfund transfar . ... .. e
Other items affecting retained earnings

Retained earnings/deficit — end

3849 & 711,949 1,214,220

* Generic item
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VYHESC - NIL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.

1008-06-26 (747 86375 9692 RCO001
d
Bl 550 Feveme Gltmmae GENERAL INDEX OF FINANCIAL INFORMATION - GIFI
Form identifier 125
.jName of corporation Business Number Tax year end
Year Month Day
| WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

Income statement information

LDescription GIiFi
Operatingname . ......... ooot
Description of the operation .. [tird
‘| Sequence Number . ....... 0003 gl
Account Description GIFl Current year Prior year J
- Income statement information
Totai sales of goods and services . ... ... e 8089 & 42,460,624 42,381,705
Cost OF SAIBE . o v e 8518 &g 35,156,443 36,036,510
Gross profit/loss 8519 Iz 7,304,181 6,345,195
Cost 0F salesS . . . 3518 &4 35,156,443 36,036,510
Total operating XPENSES . . ... .. 9367 Ky 7,379,833 5,714,751
Total expenses (mandatory field) 9368 & 42,536,276 41,751,261
Total revenue (mandatory field) .. ... ... ..o 8299 4 43,317,076 44,378,853
Total expenses (mandatory field)  ........ ... o 9368 &g 42,536,276 41,751,261
Net non-farming income 9369 & 780,800 2,627,592

- Farming income statement information

Total farm revenue (mandatory field) ... oo 9659 s
Total farm expenses (mandatory field) . ............ ... 9898 &3
Net farm income 9899 &2
L
: Net income/loss before taxes and extraordinary items 9970 & 780,800 2,627,592

- Extraordinary items and income (linked to Schedule 140}
‘. Extraordinary item{s) .... ... ... ...
| Legal SBtHEMENtS ... ..o o i e
Unrealized gains/losses . ...... ... . ... . ..
Unusual fBMS . .. .. . s

Currentincome faxes ... .. ... 683,071 608,675
| Deferred income tax provision . ....... . ... ... . o oo

Net income/ioss after taxes and extraordinary items

(mandatory field) 97,729 2,018,917

TORPORATE TAXPREP / TAXPREP DES SOCIETES - P09 VERSION 2008 V1.0




VHESC - NIL 2007 080415.207 2007-12-31
p08-06-26 0747

Revenue

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO001

Foren identifier 8299

Account Description GIFI

w
Current year Prior year

*Trade sales of goods and services ... ..., ... 8000 &4

42,460,624 42,381,705

*Sales of goods and services fo related parties . ... ... 3020 By

| *nterdivisional SaleS . . .. e e 8030 %4

I—Sales from resource properties

- *Sales from resource properties ... ..
Petroleum and natural gas sales ... ... ... oo
Petroleum and natura! gas sales to related parties  ..............
Gas marketing ... o
ProcessiNg reVENUE .. .. vt oot ai s e e
PipelinB reVenUe ... ..o
SEISMIC SAIES .« . o e
MINING revenuUe .. ... . o
Coal FEBVEINUG o« o e o e et e e e e m e e e e
Ol SANAS TEBVEMUE  « « o o e o e et e e et e e e e m e
Royalty INCOME . ...
Oil and gas partnership/joint venture income/loss ... ... ..o
Mining partnership/joint venture incomefloss . ... ... ool
Other production TRVENUE . .. .. .o b v
Sales from resource properties

Total sales of goods and services .. ......................

42,460,624 42,381,705

|— investment revenue

IVESTMEN FEVEAUE .+ o o o et et et e

: interest from foreign SOUICES . ... ..o vv et

' Interest from Canadian bonds and debentures . ................

| interest from Canadian mortgageloans .. ...... .. ... ... oo

Interest from other Canadian sources . ....... ..o

Dividend iNCOME . . .o ot e e e e e

4 Dividends from Canadian SOUrces ... .. ... ..ot

Dividends from foreign SOUICES . . ... .o
Investment revenue

—

- Interest income (financial institutions)

* Interest income (financial institutions) .. . ... ... o

Loan interest . .. .. . e

Securities INTErast . . .. . i e

i Deposits with banks interest ... ... .. .o
L: Interest income (financial insfitutions)

- Commission revenue
*COMMISSION TEVENUE .« o ot e e e e et s e e eiee e 8120
Commission income on real estate transactions ... .. ... ... 8121

Commission revenue +

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPO9  VERSION 2008 V1.0
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008-06-26 07:47

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RCODD1

- Rental revenue

*ReNtal FeVENUE . . . . o e e
Real estate rental revenue .. .. .. L
Film rental revenue . . . . . ..
Rental revenue

*Vehicle lasing ... ...

o Fishing revenue

*Fishing revenue ... ... . e
Fishproducts ... ... ... . . e
Other marine products .. ... .. . . ..
Fishing grants, credits, andrebates ... ......................
Fishing subsidies ... ... ... . . . . .
Compensation for loss of fishing income or property .. ...........
ShareSMan iNCOME . . . vttt e e e e e s

I Fishing revenue

- Realized gains/losses on disposal of assets

*Realized gainsflosses on disposal ofassets  ...................
l Realized gainsflosses on sale of investments . .................
Realized gainsflosses on sale of resource properties .. ...........
Realized gains/losses on disposal of assets

L

* - NPO amounts received

*Non-Profit organizations amounts received .. ... ... ... ...
Membershipfees . . ... .. ...
ASSESSMENIS . vttt e e
(€177 UGG g
(3ross sales and revenues from organizational activities
NPO amounts received

- Other revenue
FOthEI TEVENUE . o o o o e e e et tn et e e it e e e e
Foreign exchange gains/losses ... ... ...
Incomefloss of subsidiariesfaffiliates . .......... . ... . ... ...
incomefloss of other divisions ... .. ... ... .o
Income/loss of joint ventures ... ... ...
Incomefloss of partnerships . ... ... . o oo
Realization of deferred revenues . ... ... ... . . oo
Royaity income other thanresource . ... ......... ...
Alberta royalty taxcredits . ... ... ... ..o
Management and administrationfees ... ....... ... ..o
Telecommunications revenue . ... .. .. ... e
Consultingfees . ... ... . . e
Subsidiesand grants .. ... .. ...
Saleofby-products . ... ... ...
Deposit SBrVICES . . .. .. e
Credit SEIrVICES . . . . .o i e
Card SEIVICES . .. o it i e e e
Patronage dividends . ....... .. ... ...
INSUMANGCE FECOVETIES . . v ot o e et e i i e e e e m e e s
EXpense reCoVENES ... ..o n i it i
Bad debt recoveries ... ... ...
Other revenue

856,452

1,997,148

856,452

1,997,148

Total revenue

43,317,076

44,378,853

Generic item

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPBY  VERSION 2008 V1.0
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Cost of Sales

WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCOCO1

Form identifier 8518

Account Description

Current year Prior year

- ~Opening inventory

*Opening inventory
Opening inventory — finished goods
Opening inventory — raw materials
Opening inventory — goods in process
Opening inventory

\. * Purchases/cost of materials

35,156,443 36,036,510

L * Direct wages

* Benefits on direct wages

* Trades and sub-contracts

* Production costs other than resource

~Resource production costs

*Resource production costs
Pipeline operations
Driliing
Site restoration costs
Gross overriding royalty
Freehold royalties
Other producing properties rental
Prospect/geological
Well operating, fuel and equipment
Well abandonment and dry holes
Other lease rentals
Exploration expenses
Development expenses
Resource production costs

r Crown charges
*Crown charges
Crown royalties
k Crown iease rentals
Freehold mineral tax
. Mining taxes
| Qil sand leases
Saskatchewan resource surcharge
Crown charges

CORPORATE TAXPREP { TAXPREP DES SOCIETES - FPO9  VERSION 2008 V1.0
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WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

~ Other direct costs

*Other direct COStS . . . .o e
Equipment hire and operation .. ... ... ... ... .. .. . ...
Logyard ... ...
Forestry CostS .. ... . . e
Loggingroad costs . .. ... ...
StuMpPage costs . ... e
Royally costs ... . ... ... s
Freightinandduty . ... .. .. . . .. .. . . .
Inventory write down .. .. ...
Direct cost amortization of tangible assets . . ..... ... .. ... .. ...
Direct cost amortization of natural resource assets ..............
Overhead expenses allocated tocostofsales  ..................
Other direct costs

r Closing inventory

*Closing inventony .. ...ttt e
Closing inventory — finished goods .. ... ...... ... ... ......
Closing inventory —raw materials . ........... ... ... ........
Closing inventory —gooeds in process ... ... oo
Closing inventory

Cost of sales

35,156,443

36,036,510

* Generic item

LORPORATE TAXPREP f TAXPREP DES SOCIETES - EPO9  VERSION 2008 V1.0
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Operating Expenses

Form identifier 9367

Account Description GIFI Current year Prior year

~ Advertising and promotion

*Advertising and promotion ...
Advertising .. ...
DONAHONS o ot e e e e e e e e
Meals and entertainment . ... ...
Promotion . . . e
Advertising and promotion

I * Amorlization of intangible assets ... .. ... . L 8570 %3 1,634,333 1,542,164
\ *Goodwill impairment 10Ss . ... .. i 85714
‘ *Bad debt BXPENSE . v i i i 8590 &
-Loan losses
‘ Lo IOBSES v e e e e 8610
Provision for 16amn [0S885 . . . ot e 8611

Loan losses

- Employee benefits
*Employee benefits .. .. ...
| Group insurance benefits ... ... .. Lo e
Employet's portion of employee benefits

Contributions to deferred income plans

]‘ Employee benefits
L * Amortization of natural resource assets ... ... ..o oo 8650 &g
]f * Amortization of fangibleassets . ..... ... .o 8670
-Insurance
FINSUIAMNCE o v s e et e e 8690
I Life insurance oh executives ... . ... 8691
Insurance *

r Interest and bank charges

. *Interest and bank charges ... . .o oot e e
Interest on short-term debt .. .. .. L. .o

l interest on bonds and debentures .. .. ...
Interest oON MOMAGAGES . . . oo ot
Interest on long-termdebt . ... ...
Bank CHAEFGES . .o oot oot

l Creditcard ChAIGES . .. o oo i v e e
Collectionand creditcosts .. .. .. ... o
Interest and bank charges

897,122 586,726

897,122 586,726

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPO9  VERSION 2008 V1.0 Page 1of 4
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WELLAND HYDRO ELECTRIC SYSTEM CORP.
86375 9692 RCO0C

- Interest paid (financial institutions)
*Interest paid (financial institutions)
interest paid on deposits
Interest paid on bonds and debentures
Interest paid {financial institutions)

Business taxes, licences, and memberships
( * Business taxes, licences, and memberships
Memberships
Business taxes
Franchise fees
Government fees
Business taxes, licences, and memberships

* New Brunswick tax on large corporations

*Nova Scotia tax on large corporations

~ Office expenses

* Office expenses
Office stationery and supplies
Office utilities
Data processing
Office expenses

L

- Professional fees
* Professional fees

Legal fees
Accounting fees
Consulting fees
Architect fees
Appraisal fees
Laboratory fees
Medical fees
Veterinary fees
Brokerage fees
Transfer fees
Management and administration fees
Refining and assay
Registrar and transfer agent fees
Restructuring costs
Security commission fees
Training expense
Studio and recording
Professional fees

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPOS  VERSION 2008 VE.D
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WELLAND HYDRO ELECTRIC SYSTEM CORP.
85375 9692 RC0001

~Rental
FRBMEAL .t s e e e e
Realestaterental .. ... ... i e e
Ocoupancy COStS . ...
Condominium fees . . .. . e
Equipmentrental .. ... ...
Motor vehicle rentals . .. . .
Moorage (boat) ... ... .
SIOTAQE ot oot ec it
Quota rental . . ...
Rental

- Repairs and maintenance
*Repairs and maintenance ... ...
Repairs and maintenance — buildings . ...
Repairs and maintenance —vehicles  ......... ...
Repairs and maintenance —boats ... ..... ...
Repairs and maintenance — machinery and equipment . ... .. ...
Repairs and maintenance

~ Other repairs and maintenance

*Other repairs and maintenance . ... ... e
Machine Shop BXpenSEe ... ... oo
Road GOSIS .. . o
SEOUEIEY . e
Garbage removal .. ...
Other repairs and maintenance

- Salaries and wages
*Salaries and WageS . . . .. ... e
COMIMESSIONS o o e v e e e e e e e a e
CrEW SNEIE . o ot it e e e
BOMUSES o o ot v vt e e e e e e e e
DHrECHOrS TEES . o o ot e et e e
Management salaries ... ...
Employee salaries ... ... ...
Salaries and wages

*GUD-COMIACIE © v v e et e e e

- Supplies
FSUPPHES e
SMall {0018 . ot e e e
ShOP BXPENSE . ..o oo e
URIEOITIS .« o o e v e e et e et e e e e
LAUNGRY oo o et e
Food and catering .. ... e e
FishiNg GEAI .. .. vt e e e
Nets and tTapS .. oo oo i c e e
Salt, bait, andice ... ...
Campsupplies ... ..
Computer-related expenses .. ... ... ..o
UPGrate ..o oot e
INErNEt . . o e e
Supplies

CORPGRATE TAXPREP / TAXPREP DES SOCIETES - EP09  VERSION 2008 V1.0
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WELLAND HYDRQ ELECTRIC SYSTEM CORP.
86375 9682 RCOOMM

* Property taxes

- Travel expenses
* Travel expenses

Meetings and CONVENtIONS .. ... oo 9201
l Travel expenses

~-Utilities
* Utilities
‘ Electricity
Water
Heat . . e e e e e
l Fuel cosis
Telephone et telecommunications
Utilities

- Other expenses

: * Other expenses
Cash overfshort
Reimbursement of parent company expense
Selling expenses
Shipping and warehouse expense
Delivery, freight and express
Warranty expenses
Royalty expenses - resident
Royalty expenses — non-resident
Pumping charges
Land fill fees
Vehicle expenses
Research and development
Withholding taxes
General and administrative expenses
Interdivisional expenses
interfund transfer
Other expenses

4,848,378 3,585,861

4,848,378 3,585,861

Total operating expenses 9367

7,379,833 5,714,751

* Generic item
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1008-06-26 07:47 86375 9692 RC0001
Bl S0 P G SCHEDULE 141
NOTES CHECKLIST
Corporation’s name Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCOO01 2007-12-31

* This schedule should be compieted from the perspective of the person who prepared or reported on the financial statements. This person
is referred to as the "accounting practitioner”, in this schedule.

+ Eor more information, see RC4088, Guide to the General index of Financial information (GIFI) for Corporations and 74012,
T2 Corporation — Income Tax Guide.

* Attach a copy of this schedule, along with any Notes to the financial statements, to the GIFL

~Part1- Accounting practitioner information

|Does the accounting practitioner have a professional designation? ... ..o IE! 1Yes 2 No D
Is the accounting practitioner connected* with the corporation? ... ... ... .. 1Yes D 2 No

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

{Note
If the accounting practitioner does not have a professional designation or is connected with the corporation,
K Lyou do not have to complete Parts 2 and 3 of this schedule. However, you do have to complete Part 4.

Part 2 — Type of involvement
[Choose the option that represents the highest level of involvement of the accounting practitioner: m
Completed an auditor's report ... ... 1

Completed & review engagement FEPOIt .. ... .

| : T
i Conducted a compilation engagement .. ... 3 D
L

~ Part 3 — Reservations
~'If you selected option 1" or "2" under Type of invoivement above, answer the following question:

Has the accounting practitioner expressed a reservation? . ........... .o m 1Yes D 2 No

— Part 4 — Other information

'Were notes to the financial statements prepared? ... ... KR 1ves 2No ||
.ilf Yes, complete lines 1062 to 107 below:
Are any values presented at other than cost? ... ... ... i EfH 1 ves [ ] 2No
Has there been a change in accounting policies since the last retum?  ................. ... v ELE] 1 Yes \:| 2 No
Are subsequent events mentioned inthe notes? . ... ... .. m 1Yes D 2 No
Is re-evaluation of asset information mentioned inthe notes? .. ....... ... .. K] 1ves []2No
Is contingent liability information mentioned in the notes? ... .o m 1Yes 2 No D
ts information regarding commitments mentioned in the notes? ... ... 1Yes 2 No |:|
Does the corporation have investments in joint venture(s) or partnership(s)? ~ ....................o m 1Yes D 2 No
“.If Yes, compiete line 109 below:
Are you filing financial statements of the joint venture(s) or partnership{s}? ... ... oo Ul 1 Yes D 2 No I:]
| ITz SCH 141 (04) Canadi
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- YHESC - NIL 2007 080415.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP.
"008-06-26 07:47 86375 9692 RC0001
l*l Canada Revenue  Agence du revenu
Agency du Ganada NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1
Corporation's name Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9632 RCO001 2007-12-31

. » The purpose of this schedule is to provide a reconciliation between the corporation's net income (loss) as reported on the financial
statements and its net income (loss) for tax purposes. For more information, see the T2 Corporation Income Tax Guide.

* Please provide us with the applicable details in the identification area, and complete the applicable lines that contain a

numbered black box. You should report amounts in accordance with the Generally Accepted Accounting Principles (GAAP).
* Sections, subsections, and paragraphs referred to on this schedule are from the Income Tax Act.

| Net income (loss) after taxes and extraordinary items per financial statements ..., 97,729 A
Add:
Provision forincome taxes —current . . .. . .o 101 683,071
Amortization of intangible assets .. ... oo i e 106 1,634,333
Subtotal of additions 2,317,404 > 2,317,404
'|Other additions:
|Miscellaneous other additions:
Subtotal of other additions Rk 0o» 0
Total additions EY 2,317,404 » 2,317,404
lDeduct:
Subtotal of deductions >
Other deductions:
'Miscellaneous other deductions:
Exempt pursuant to paragraph 149(1)(d.6) 390 2,415,133
Total 394
Subtotal of other deductions EEE] 2,415,133 » 2,415,133
Total deductions Xl 2,415,133 2,415,133
'Net income (loss) for income tax purposes — enter on line 300 of the T2return ... 0
* For reference purposes only
1+l
T28CH 1E (08) Canada
CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP0Y  VERSION 2008 V1.0 Page 1of 1
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2007-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP.

86375 9692 RC0001

Bl SooceRerone iCmad SCHEDULE 9
RELATED AND ASSOCIATED CORPORATIONS
MName of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

This schedule is to be completed by a corporation having one or more of the following:

. —related corporation(s)
— associated corporations(s)

Country
of resi-
dence
(if other
than
Canada)

Name

Business Number
{Canadian
corporation only)
{seenote 1)

Rela-
tion-
ship
cade
{see

note 2)

Number of
cammon shares
owned

500

% of Number of
common | preferred shares
shares owned
ownegd

550 [N 600

% of Book value of

preferred capital stock
shares
owned

550 [N 700

1 WELLAND HYDRO-ELECTRIC HOLD

86360 4328 RCODM

WELLAND HYDRQ ELECTRIC RETAIL

86375 9494 RCO001

NR

1
2
3] CORPORATION OF CITY OF WELLAI
4| Welland WiFi

85056 2364 RCO001

[SSINLEVIR{SY Iy Pl

Note 1: Enter "NR" if a carporation is not registered.

‘Mote 2: Enter the code number of the relationship that applies from the following order: 1 -

T2 SCH 9(99)

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP09

VERSION 2008 V1.0
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' 008-06-26 07:47

86375 9692 RCQO001

el Gonpgo rovence  Agence ds even: SCHEDULE 50
‘ SHAREHOLDER INFORMATION
Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9652 RCO001 2007-12-31

All private corporations must complete this schedule for any shareholder who holds 10% or more of the corporation’s common and/or

_preferred shares.

Provide only one number per shareholder

Name of shareholder Business Number Social insurance Trust number Percentage | Percentage
{after name, indicate in brackets if the shareholder number common preferred
is a corporation, partnership, individual, or trust) shares shares
100§ Ed 300 EX 400 I 500
1| WELLAND HYDRO-ELECTRIC HOLDING CORP, 86360 4328 RCO001 100.000
2
3
4
5
6
7
8
9
10
Canadi

T2 SCH 50 {08)
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FILING INSTRUCTIONS
Welland Hydro-Electric System Corp.

FEDERAL - T2-NIL

Mailing Address: Tax Centre
275 Pope Rd

Summerside PE CIN 6A2

Courier Address: Same As Above
Tax Return Due Date: June 30, 2008
Tax Due: N/A

Tax Due Date: N/A

Payable To: N/A

Tax Refund: N/A

Expected Tax Refund From Carry
Back of fNon or Netj Capital Losses: N/A

Signing Instruction:

One copy of the T2-Return and Schedule Information form should be signed in the certification area {on
page 5 of 5), along with Form RC59 Business Consent and forwarded to the above address.

HAWELLAND HYDRO - ELECTRIC SYSTEM CORPARCHIVET2 FILING INSTRUCTIONS - KITCHENER.DOC




. Send one completed copy of this return, including schedules and the General Index of Financial Information (GIFl), to your
* fax services office o tax centre, You have to file the return within six months after the end of the corporation's tax year.

For more information see www.cra.ge.ca or the T2 Corporation — Income Tax Guide (T4012).

" ~Identification

' |Business Number (BN)

02|

o fyour T2 return?

. 1 time you filed your T2 return?
- H{If yes, complete lines 021 o 028)

WHESC - PIL 2007 080313.207
2008-06-26 07:50

L |

Canada Revenue
Agency

Agence du revenu
du Canada

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

& separate provincial corporation return.

Parts, sections, subsections, and paragraphs mentioned on this return refer to the federat income Tax Act. This refurn

may cantain changes that had not yet became law at the time of printing.

2007-12-31

T2 CORPORATION INCOME TAX RETURN

WELLAND HYDRO ELECTRIC SYSTEM CORF
B6375 9692 RCO0O

Do not use this area

05|

[T31 86375 9692 RCOOOL

Corporation's name

YT WELLAND HYDRO ELECTRIC SYSTEM CORP,

Has the corporation changed its name
ER e[

2No

If yes, do you have a copy of the articles
of amendment? (Do not submtit)

2NOD

_|Address of head office

Has this address changed since the last
time you fited your T2 return?

(If yes, complete lines 011 to 018)
950 FAST MAIN STREET

since the last time you filed your T2 return?
BO 1ve[]

2No

P.O. BOX 280

Province, territory, or state

ON

City
015 JRL=1AD) 016

Postal code/Zip code

I3F 3B 5P6

Country (other than Canada)

To which tax year does this return apply ?

Tax year start Tax year-end
[ 2007-01-01 [T3]  2007-12-31
YYYY MM DD YYYY MM DD

Has there been an acquisition of control
to which subsection 248(4) applies since
the previous tax year?

If yes, provide the date
control was acquired

Mailing address (if different from head office address)

Has this address changed since the last

m 1YesD 2N0

clo

is the date on line 061 a deemed
tax year-end in accordance with
subsection 249(3.1)7

is the corporation a professional
corporation that is a member of

apartnership? . ............... 1Yes I:l

Province, territory, or state

026

City

Country {other than Canada) Postal codef/Zlp code

Is this the first year of filing afier:
............... 070 AL
Amalgamation? . . ........ ... .. irgl 1Yes

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

Location of books and records

Has the location of books and records
changed since the last time you filed

B ivesi ] 2NoX]

(If yes, complete lines 031 to 038)
950 EAST MAIN STREET

Has there been a wind-up of a

subsidiary under section 88 during the
current fax year?
If yes, complele and aftach Schedule 24.

1YesD 2No

is this the final tax year
before amalgamation?

2No

P.0. BOX 280

Province territory, or state

ON

City
035 JNEIT\D) 036

Is this the final return up to
dissolution?

Postal code/Zip code

Country (other than Canada)
[R] L3B5P6

m Type of corporation at the end of the tax year

Canadian-controlled Carporation controtled
1 private corporation (CCPC) 4 D by a public corporation

Other private Other corporation
2 I:‘ corporation 5 D {(specify, below}

3 Public
corporation

2 No
Is the corporation a resident of Canada?

X if no, give the country of residence on line
1ves [X] 2n0[ ] 108 complete and attach Schedule 97,
081

Is the non-resident corporation
claiming an exemption under

an income tax treaty?
If yes, complete and attach Schedule 81.

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

YYYY Mvi DD

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

1 Exempt under paragraph 149{1}(e} or (i)

2 Exempt under paragraph 149(1)(}

3 Exempt under paragraph 149(1)(t)

4 Exempt under other paragraphs of section 149

Do not use this area

091 002 |1

)34

Fﬂ

100 |

T2 E (07)

Canadi
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2008-06-26 07:50 88375 9892 RCOOO
- Attachments
Financial statement information: Use GIFI schedules 100, 125, and 141
Schedules — Answer the fallowing questions. For each Yes response, attach to the T2 retum the schedule that applies.
Yes Schedule
" |Is the corporation refated to any other COMPOIAHONST  « o e v cve e r s s s s s LS X 9
s the corparation an associated GOPG? et e e X 23
|ls the corporation an associated CCPC that is claiming the expenditure imit? ... oo ! 49
‘1Does the corporation have any non-resident sharehQlders? ... oo s m e 19
Has the corporation had any transactions, including section 85 transfers, with its sharehalders, officers, or employess,
other than transactions in the ordinary course of business? Exclude non-arm's length transactions with non-residents .. . .. ... .- 11
_If you answered yes to the above question, and the transaction was between corperations not dealing at arm's length,
were all or substantially all of the assets of the transferor disposed of to the transferee? ... ..o 1o 44
Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada? ... . oo 14
is the corporation claiming a deduction for payments to a type of employes benefit plan? ..o - J 15
Is the corporation claiming a loss or deduction from a tax shelter acquired after August 34, 19897 . e ‘40t T5004
Is the corporation a member of a partnership for which 2 partnership identification aumber has been assigned? T5013
Did the carporation, a foreign affiliate controlled by the corporation, or any other corporation or trust that did
not deal at arm's length with the carperation have a beneficial interest in a non-resident discretionary trust? ) 22
| Did the corparation have any foreign affiliates during the e A R I . ) 25
Has the corporation made any payments to non-residents of Canada under subsections 202(1) and/or 105{1}
of the federal ncome Tax ReQUIRONS? oo v o oo v v e mee s ) 29
Has the corporation had any non-arm's length transactions with a MOMSTESIGENE? o v e v e i e e ELM T106
For privaie corporations: Does the carporation have any shareholders who own 10% or more of the corporation's .
COMMON aNG/OT PrEfErTed SHAIBST  « o+« v« e e s s e st T LE 50
Has the corporation made payments te, or received amounts from, a retirement compensation plan arrangement during the year? -:' _' —_—
Is the net incomefloss shown on the financial statermnents different from the net income/loss for income tax purposes? 1
Has the corporation made any charitable donatiens; gifts to Canada, a province, or 8 territory;
gifts of cultural or ecologicat propeity; or gifts OF METIGINE? v v v var v s u 2
Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? . ..o o &
s the carporation claiming any type QFIOSSEE? o« e e e e 4
|s the corporation claiming a provinciat or territarial tax credit or does it have a permanent establishment
i more thAn ON JUASTHCHON?  + « v <« v o v e v v st n s s T TR 5
Has the corporation realized any capital gains or incurred any capital losses during the tax YEAIT e 6
i) Is the carporation claiming the smali business deduction and reporiing income from: &) property {other than
dividends deductible on fine 320 of the T2 retumn), b) a parinership, ¢) a foreign business, or d) & personal
services business; or ii) is the corporation claiming the refundable portion of Part 11ax? .. .o oo : 7
Does the corporation have any preperty that is eligible for capital cost AIOWANCE? v v v v e e e e 8
Does the corporation have any property that is eligible capital prOpery? ..o '_ 10
Does the corporation have any resource-related deduclions? . .. c s 4 12
\s the comporation claiming reserves OF ANY KINA? v v v s i 13
s the corporation claiming a patronage dividend dedUGHaN? .o oo e e ‘ 16
ls the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional deduciion? o 17
1s the corporation an investment corporation or a mutual fund COMPOTAHIONT v o v e s (L 18
Was the corporation carrying on business in Canada as a non-resident corporation? . ... a e s : 20
s the corparatien claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax credits? ... ..o 21
Does the corporation have any Canadian manufacturing and processing profits? ..o 27
Is the corporation claiming an investment tax B « T AL I L ] 31
s the cerporation claiming any scientific research and experimental development (SR&ED) expenditures? ... ..o a e T661
15 the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,0007 ...
s the lotal taxabie capital employed in Canada of ihe corporation and its associated corporations over $10,000,0007 . ...
s the corporation a member of a related group with ene or more members subject togross Part L3tax? ... 36
Is the corporation claiming a surtax e S T T I I 37
is the corporation subject te gross Part Vi tax on capital of financial iNSHUBONS? .o 38
s the corporation claiming a Part | tax P O L I 42
1s the corporation subject to Part IV.1 tax on dividends received on taxable preferred shares or Part V1.1 tax on dividends pald? 43
Is the corporation agresing to a transfer of the liability for Part VI THaX? oo o v 45
|s the corporation subject to Part 1i - Tobacco ManUFaCtUrers’ SURAKT ~  « v oo v oo v o m s 46
For financial institutions: s the corporation a mesmber of a related group of financial institutions with one or
mnore Members subject to gross Part VItaX? oo h i T T 38
s the corporation claiming a Canadian filrm or video production tax credit refund? L.l T3
Is the corparation claiming a film or video production services tax credit FEFUNET o e e he e s T1177 ;
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- Attachments — continued from page 2

Is the corporation subject to Part XILTHAX? Lo oo oo | | 92~
Did the corporation have any foreign affiliates that are not controlled foreign affiliates? . .. ... oo || T1134-A
: :  Did the corporation have any controlled foreign SHIIEIEST 2 e s e e e e e e mm | 1 T1134-B
Did the carporation own specified foreign property in the year with a cost amount over $100,0007 .. ... | | T4135
Did the corperation transfer or loan propertyto a NON-TESIAENt ITUSE? o« o e e e e | T141
. |Did the corporation receive a disiribution from or was it indebted to a non-resident trust inthe year? .. .. ..o e e || T1142
- |Has the corporation entered into an agreement to allocate assistance for SR&ED carried out in Canada? ... ... oo s | | Ti145
Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts? ... ... [ T1148
Has the corporation entered into an agreement with other associated corporations for salary or wages of specified employees for SR&ED? |1 T1174
.. | Did the corporation pay taxable dividends (other than capital gains dividends) in the tax YEAM? e l 55
Has the corporation made an election under subsection BO(11) nottobe a COPC? ..o o e | | T=2002
Has the corporation revoked any previous election made under subsection B3{11)7 ... . ... || T2002
Did the corporation (CCPC or depoesit insurance corporation (DIC)} pay eligible dividends, or did its —
general rate income pool (GRIP) change T e I A T 258 i 53
Did the corporation (cther than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP} change in the tax year? . 269 |18 54

* We do nof print this schedule.

Yes Schedule

- Additional information

IS 1he COTPOALION INBOHVET  + + o o c e oo e s e e st e s s s plt] 1 Yes 2No
Has the major business activity changed since the lest return was filed? (enter yes for first-time filers) . ... ..ol pigl 1 Yes 2 No
. What is the corporation's major business activity? ... ... o e e e @

{Only complete if yes was entered at line 281)

If the major business activity involves the resale of goods, show whether it is wholesale or retail ... ... ... m 1 Wholesale D 2 Retail D
Specify the principal product(s) mined, manufactured, FYEEY  POWER DISTRIBUTION P 100.000 %
sold, constructed, or services provided, giving the 286 .287 A ”
approximate percentage of the total revenue that each : 0
product or service represents. 288 289 %
Did the corporation immigrate to Canada during the taxyear? ...« oo iYes 2No
Did the corporation emigrate from Canada during the tax year? ..o e 1 Yes 2 No

— Taxable income

Met income of (loss) for income tax purposes from Schedule 1, financial statements, or GIFL. ... oo m

2,355,899 A

Deduct: Charitable donations from Schedile 2 ... ..o v o i 1,975
Gifts to Canada, a province, or a ferritory from Schedule2 .. ..o e
Cultural gifts from Sghedule 2 .. ..o e
Ecological gifts from Schedule 2 . . ..o v i

Gifis of medicine from Schedule 2 . ..o o o i
Taxable dividends deductible under section 112 or 113, or subsection 138(6)
FOM SChEOUIE 3« o v v ee et e 1,744

Pai VL1 taxdeduction ® . . . oo v
Non-capital losses of previous tax years from Scheduled ... ..o
Net capital losses of previous tax years from Scheduled .. ...
Restricted farm losses of previous tax years from Schedule 4 ... .. ..o e s
Farm losses of previous tax years from Schedule4 ..o ovv v

Limited partnership losses of previous tax years from Scheduled ... .... .. ...
Taxable capital gains or taxable dividends allocated from
acentral CFEdiL UNION + v v o v v v i e s

Prospector's and grubstaker's shares ... ..o oo e

3,719 p» 3,719 B
Subtotal (amount A minus amaunt B) (if negative, enter "0 2,352,180 ¢
Add: Section 110.5 additions or subparagraph 115(1)(a){vii) addifions . . . . e e C
Taxable income (amount C PIUS SMOUAED) .+ v o v ar s o e e EXl 2,352,180
Income exempt under paragraph TB(INM) . o e e e 370

Taxable income for a corporation with exempt income under paragraph 149{1)(t} (line 360 minus line370y  ..... .. ...

2,352,180 7

* This amount is equal to 3 times the Part V1.1 tax payable at line 724.
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- Small business deduction
| canadian-controlled private corporations (CCPCs) throughout the tax year

Calculation of the business limit:
For all CCPCs, calculate the amount at line 4 below.

Income from: active business carried on in Canada from Schedule 7 ... v m 2,296,393 A
. |Taxable income from line 360, minus 10/3 of the amount on line 632, minus 3 times the amount on
line 635", and minus any amount that, because of federal faw, is exempt form Part R R m 2,352,180 B

300,000 x Number of days in the tax year in 2005 and in 2006 = .. 1
Number of days in the tax year 365
400,000 x Number of days in the tax year after 2008 3B5 = ... 400,000 2
Number of days in the tax year 365
Add amounts at lines 1 and 2 400,000 4
| Business limit (see nofes 1aNG 2 BEIOW) .« e e M0 400,000 C
Notes: 1. For COPCs that are not associated, enter the amount from line 4 on fine 410. However, if the corporation's
tax year is less than 51 weeks, prorate the amount from line 4 by the number of days in the tax year
divided by 365, and enter the resuit on line 410.
2. For associated CCFCs, use Schedule 23 to calculate the amount to be entered on fine 410.
" | Business limit reduction:
Armount C 400,000 x [~ 51,034 D T e 1,814,542 E
11,250
Reduced business limit (amount C minus amount E) (if negative, enter 10 4 T I AT @ F
Small business deduction
Amount A, B, C,
or F whichever
is the least X Number of days in the tax year before January 1, 2008 365 x 16% = 5
nNumber of days in the tax year 365
Amount A, B, C, .
or F whichever Number of days in the tax year after
is the least X Dacember 31, 2007 and before January 1, 2009 x 17% = 6
Number of days in the tax year 365
Amount A, B, C, .
or F whichever Numbsr of days in the tax year afler
is the least X December 31, 2008 X 17% = 7
Number of days in the tax year 365
Total of amounts 5, 8, and 7 — enter on line 9 m G
» Caleulate the amount of foreign non-business income tax credit deductible on fine 632 withaul reference o the refundable tax on the
CCPC's invesiment income (line 604) and without reference to the corporate tax reductions under section 123.4.
* Calculate the amount of foreign business income tax credit deductible on line 636 without reference to the corporate tax reducfions under section 123.4.
*** | arge corporations
= If the corporation is not associated with any corporations in both the current and the previous tax years, the amoeunt to be entered at line 415 is:
{Total taxable capital employed in Canada for the prior year minus $10,000,000) x 0.225%.
» If the corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be
entered at line 415 is: {Total taxable sapital empioyed in Canada for the current year minus $10,000,000) x 0.225%
* For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.
~ Resource deduction
Taxable resource income [as defined in subsection 125.1101)] .« - v« v v m H
Amount H X Number of days in the tax year in 2005 X 3% = I
Number of days in the tax year 365
Amount H X Number of days in the tax year in 2008 X 5% = J
Number of days in the tax year 365
Amount H X Number of days in the tax year in 2007 365 x 7% = K
Nurber of days in the iax year 365
Resource deduction —tolal of amounts L J and K oo e m L

Enter armount L. an line 10,
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- General tax reduction for Canadian-controlied private corporations
Canadian-controlled private corporations throughout the tax year

Taxable income from ling 360

2,352,180 A

Enter amounti L on line 638.

Amount 24 from Part S of Schedule 27 . . . Lo B
Amount QQ from Part 13 of Schedule 27 . oo C
Taxable resouree income from INE 435 . . . . . L e e D
Amount used to caiculate the credit union deduction (from Schedule 17) ... ... oo E
Amount from line 400, 405, 410, or 425, whichever is theleast .. ... ... ... e F
Agoregate investment income from ine 440 . ... L 57,762 G
Totalofamounts B, C, 3, E, F, 8 B« o ot i e e e e 57,762 57,762 H
Amount A minus amount H (if Negative, BNlBr "0") + o oottt e 2,294,418
Amount I 2,294,418 x Number of days in the tax year before January 1, 2008 365 x 7% = 160,609
Number of days in the tax year 365
Number of days in the tax year after
Amount § 2,294,418 x December 31, 2007 and before January 1, 2009 X 85% = K
Number of days in the tax year 365
Number of days in the tax year after
Amaunt | 2,294,418 x December 31, 2008 and before January 1, 2010 X 9% = K1
Number of days in the tax year 365
Number of days in the tax year after
Amount | 2,294,418 x December 21, 2009 and before January 1, 2011 X 10% = K2
Number of days in the tax year 365
General tax reduction for Canadian-controlled private corporations — tota! of amounts J, K, K1, andK2 ..o 160,609

~ General tax reduction
Do not complete this area if you are a Canadian
or a mutual fund corporation, and for tax years
carporation tax rate of 38%.

Taxable income from ling 360 (for tax years starting

-controlled private corporation, an investment corporation, a mortgage investment corporation,
starting after May 1, 2008, any corporation with taxable income that is not subject to the

after May 1, 2006, amount Z)

AmountZ1 from Pat 9 of Schedule 27 .. .. . ..o e N
Amount QQ from Part 13 of Schedule 27 . . . . o o o 0
Taxable resource income from RE 435 . . . L L Lo s P
Amount used to caiculate the credit union deduction (from Schedule 17} . . . ... o oo Q
Totalof amounts N, O, P, @nd @ . oot e »
Amount M minus amount R (if negative, enter "0%) .. L e
Amount S X Number of days in the tax year before January 1, 2008 365 x 7% =
Number of days in the tax year 365
Number of days in the tax year after
Amount S X December 31, 2007 and before January 1, 2009 X 8.5% =
Number of days in the tax year 365
Number of days in the tax year afier
Amount 8 X December 31, 2008 and before January 1, 2010 X 9% =
Number of days in the tax year 365
Number of days in the tax year after
Amount S X December 31, 2009 and before January 1, 2011 X 0% =

General tax reduction — total of amounts T, U, U1
Enter amount V on line 839.

Number of days in the tax year 365
,and U2

U

U2
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- Refundable portion of Part | tax
Canadian-controlled private corporations throughout the tax year
Aggregate investment income . . .. .. . . m 57,762 x 26 2/ 3% T ... ... 15,403 A
{(from Schedule 7)
Fareign non-business income tax credit from line [3C 2O
Deduct:
Fareign investmentincome . . . . .. ... . 445 x 9 1/ 3% =
{from Schedule 7} (if negative, enter "0"} | B
Amount A minus amount B {if negative, enter "0") .. .. L e 15,403 ¢
Taxable income From HNE 360« o o ot e e e 2,352,180
Deduct:
Amount from line 400, 405, 410, or 425, whichever is the least . . . . .
Foreign non-business
income tax credit
fromiine832 . ... ..... x 25/ 9 =
Fareign business
inceme tax cradit
fromline&36 . ........ X 3 =
>
2,352,180
x 26 21 3% = 627,248 p
Part | tax payable minus investment tax credit refund (line 700 minus fne 780y . ... ... 00 524,196
" | Deduct; Corporate surtax from INEBO0  + o oo v 26,344
MEEAIMOUNL - v e e e e e e e e e e e e e e e 497,852 » 497,852 g
Refundable portion of Part | tax — Amount C, D, or E, whichever is the JBASL v e e e e e e e e e m 15403 f
- Refundable dividend tax on hand
Refundable dividend tax on hand at the end of the previous taxyear . ... ... ... oo 460 1,037
Deduct: Dividend refund for the previous X YEET . .« oot v e a e 465 1,037
| G
Add the total of:
Refundable portion of Part | tax from fine 458G above ... .. oo 15,403
Total Part IV tax payable from Schedule 3 . ... 581
Net refundable dividend tax on hand transferred from a predecessor corporation on
amalgamation, or from a wound-up subsidiary corporation . .. .. e
15984 p 15,984 H
Refundable dividend tax on hand at the end of the tax year —Amount G plus amountH ... ... oo e e @ 15,984
~ Dividend refund
Private and subject corporations at the time taxable dividends were paid in the tax year
Taxable dividends paid in the tax year from line 460 of Schedule3 .. ... ... ..o 600000 x 1/ 3 200,000 i
Refundable dividend tax on hand at the end of the tax year from fine 485 above . ... o oo v e 15,984
Dividend refund — Amount | o J, whichever is less (enter this amounton line 784) ..o v v 15,984
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- Part | tax

Corporate surtax calculation

893,828 1

Base amount from e A @bOVE . . . . . i e e e s
Deduct:

10 % of taxable income (line 360 or amount Z, whichever applies) .. ... ... .o 235,218 2
Investment corporation deduction from line 620 below . ... oo 3
Federal logging tax credit from line 640 below . . ..o oottt 4
Federal qualifying environmental trust tax credit from line B48below ... e e 5

For a mutual fund corporation or an invesiment corporation throughout the
tax year, enter amount a, b, or ¢ below on line 6, whichever is the least:

ue}

28.00 % of taxable income from ine 360 .. ... ... .. ..
28.00 % of taxed capitaigains . .. ... ... o 6
Part | tax otherwisepayable ... .. .. .. oo oo c
(line A plus lines C and D minus line F}

Total of INES 2106 . o o e e e e

o

235,218 7
658,610 &

Net amount (line 1minus NG 7). ..o i

Corporate surtax*
Line 8 658,610 X Number of days in the tax year pefore January 1, 2008 365 x 4% = m
Number of days in the tax year 365

* The corporate surtax is zero effective January 1, 2008.
Recapture of investment tax credit from Schedule 31 L ... e m

Calculation for the refundabie tax on the Canadian-controlled private cerporation’s {CCPC) investment income
{if it was a CCPC throughout the tax year)

Aggregate investment income from fine 440 .. .. oo
Taxableincome from e 360 . . . . e 2,352,180
Deduct:

Amount from line 400, 405, 410, or 425, whichever is the least . . .. ...
Net amMOUNE o v o e i v e n e e e e i e e e e s

2,352,180 » 2,352,180 i

Refundable tax on CCPC's investment income — 6 2 /! 3% ofwhicheveris less: amountiordi  ............ m

Deduct:
Small business deduction from INE 430 . L . oo o 9
Federal ax BBalEMENT  « v v v v v v e e e e e e e e 608 235,218
Manufacturing and processing profits deduction from Schedule 27 e 616
Investrnent corporation deduction . .. ... e e e
{taxed capital gains )
Additiona! deduction — credit unions from Schedule 17 . . . oo oot 628
Federal foreign non-business income tax credit from Schedule 21 .. ... ... . 632
Federal foreign business income tax credit from Schedule21 . .. ... ..o 636
Resource deduction from iNe 438 . . o o o o et e e 10
General tax reduction for CCPCs from amount L . . oo v i e e e 638 160,609
General tax reduction from amMOUNEY . . o o vt e it o e 639
Federal fogging tax credit from Schedule 21 ... oo 640
Federal political ConAbubion tax Credit . - . . v v oo 644
Federal political contributions ’
Federal qualifying enwironmental frusttax credit . ... oo 648

Investment tax credit from Schedule 31 o ottt e e 652 4,000
Subtotal 399,827 »

Base amount of Part | tax — taxable income (line 360 or amount Z, whichever applies) multiplied by B/O0% ... ... .. m

893,828 A

26,344 B

3,851 p

924,023 E

399,827

Part | fax payable~Line Eminus ine F . ... ... i
Enter amount G on ling 700,

524,196 ¢
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- Summary of tax and credits
Federal tax
Part [HAX PAYADIE v o o« o e e e e et 524,196
Part |3 tax payable from Schedule 33,34, 0r35 L ...
Part | surtax payable from Schedule 46 L. . e
PartlIL.1 tax payable from Schedule 55 . ... ...
Part IV tax payable from SChedUIE 3 . . .o u o e 581
Parl IV.1 tax payable from Schedule 43 .. .o
Part VI tax payable from Schedule 38 . ...
Part V.1 tax payable from Schedule 43 . ... e
Part XIIL1 tax payable from Schedule 82 ... ... L.l
Part XV tax payable from SchedUle 20 - .. oot
Add provincial or territorial tax: Total federal tax 524,777
Provincial or territorial jurisdiction . . . m Ontario
(if more than one jurisdiction, enter "multiple" and complete Schedule 5)
Net provincial or territorial tax payable (except Québec, Ontario, and Alberta) ... .. ... ... 760
Provincial tax on large corparations (New Brunswick and Nova Scofia) ... 765
»
Deduct other credits: Total tax payable 524,777 A
Investment tax credit refund from Schedule 31 ... .. o o
DIIEN TEFUNT o o o v e e e e e e e e 15,984
Federal capital gains refund from Schedule 18 ... .o e
Federal qualifying environmental trust tax credit refund . e e e
Canadian film or video production tax credit refund (Form T3} e
Film or video production services tax credit refund (Form T1177) ... ... ..o v e e
TaxWithneld at SOUICE . . . o v v v e e e o b i e e e e s e
Total payments on which tax has been withheld ... ... ... m
Provincial and territorial capital gains refund from Scheduie 1
Provincial and territorial refundable tax credits from ScheduleS ... .. ..o
TaxinStalments Pail . .. v o st : 508,793
Total credits E4Y 524,777 » 524,777 B
Refund code l:l Overpayment 4——|_ Batance (line A minus line B}
N Direct deposit request e ool peciie, you have a batance anpaid
To have the corporation's refund deposited directly inte the corporation's bank P » ¥ : - paic.
tatafi ol institution in Ganad to oh banking inf i Enter the amount on whichever line applies.
account at a financial institution in Canada, or to change banking informa ion you Generally, we do not charge or refund a difference
already gave us, complete the information below: of $2 or less
D Start l:l Change information .
Branch number Batance unpaid ... ......
918 e 898
Institution number Account number nclosed payment -
It the corporation is a Canadian-controlled private corporation throughout the tax year,
does it qualify for the one-month extension of the date the balance oftaxis due? .. . e 1Yes D 2 No
~ Cerfification
. EER]. PEEVER E31 ross [} PRESIDENT
Last hame in block letiers First name in block ieters Position, office, or rank
am an autharized signing officer of the corporation. § certify that | have examined this return, including accompanying schedules and slatements, and that
the information given on this return is, to the best of my k nd complete. | further certify that the method of calculating income for this
tax year is consisient with that of the previous yeat isclbsed in a statement attached to this retum.
B 2008-06-26 : = EE3 (905) 732-1381
Date (yyyy/mm/idd) ﬂ Signatu?f the authorized signing officer of the corporation Teiephone number
Is the contact person the same as the authorized signifig officer? If no, complete the information below .. .. ... .. 1Yes 2No D
Name in block lstters Telephone number
- Language of correspondence — Langue de correspondance
Indicate your language of correspondence by entering 1 for English or 2 for French. . . .
m Indiquez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour frangais. 1 English / Anglais 2 Frangais / French D
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Name of corporation contact

Telephone number
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To:

Effective Description (instaiment remittance, Amount of
interest date split payment, assessed credit) credit
Applied to Ontario 508,793
Total amount of instalments claimed (carry the result to line 840 of the T2 Return) 508,793 A
Total instalments credited to the taxation year per 79 508,793 B
‘- Transfer
Taxation Effective
: Account number year end Amount interest date Description
| From:
To:
From:
. To:
 |From:
A Tor
‘| From:
To:
From:
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Pl Sonae Revene e GENERAL INDEX OF FINANCIAL INFORMATION — GIFI
Form identifier 100
Name of corporation Business Number Tax year end
' Year Month Day
WELLAND HYDRQ ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

_Balance sheet information

‘|Account Description GIF Current year Prior year

~ Assets
Total current 855815 . .o v e e 15,020,439 16,064,204

Total tangible capital assets ... ... i 20,057,451 19,403,986
Total accumulated amortization of tangible capital assets
Total intangible capital assets ... ..o
Total accumulated amortization of intangibie capital assets _
Total long-term assets . ... 7 137,487 301,207
*Assats held INtrUst .o e

Total assets (mandatory field} 35,215,377 35,769,397
+ Liabilities
' Total current liabilities .. .. . o 4,716,378 5,596,695
Total long-term Hiabilities .. ... .o 16,203,712 15,375,144
*gubordinated debt . ... ;
*Amounts held intrust ...
Total liabliities (mandatory field) 3490 20,920,090 20,971,839
~ Shareholder equity
Total shareholder equity (mandatory field) 3620 ¥ 14,295,287 14,797,558
Total liabilities and shareholder equity 3640 5 35,215,377 35,769,397
- Retained earnings
Retained earningsfdeficit — end (mandatory field) k[l = 711,949 1,214,220

- ! Generic item
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Form identifier 1599

' tAccount Description

GIFI

Current year

Prior year

- Cash and deposits
*Cash and deposits ... ...
Cash ................

Cradit union central deposits
Other cash like instruments
Cash and deposits

Deposits in Canadian banks and institutions - Canadian currency

Deposits in Canadian banks and institutions — foreign currency ... ..
Deposits in foreign banks - Canadian currency .. ...............
Deposits in foreign banks — foreign currency ... ...

7,074,132

8,006,110

7,074,132

8,006,110

_  Accounts receivable
: * pccounts receivable ... ..
Trade accounts receivable .

Taxes receivable . .......
Interest receivable ... ....
Holdbacks receivable R
Leases receivable ... ....

Accounts receivable

Trade accounts receivable from related parties .. ........ ... ..

Accounts receivable from employees .. ... .. oo
Armounts receivable from members of NPOs ... ... oo

7,357,598

7,541,987

7,357,598

7,541,987

~ Allowance for doubtful accounts

* Allowance for doubtful accounts ... ...
Allowance for doubtful trade accounts receivable  .............. ...,
Allowance for doubtful trade accounts receivable from related parties
Allowance for doubtful amounts contained in leases recefvable ...
Aliowance for doubtful accounts receivable from employees  .........
Allowance for doubtful accounts

- Inventories

*lnventories ... .. ... ...
inventory of goods for sale .
inventory parts and supplies
Inventory properties ... ..
Inventory of aggregates . ..
Work in progress . ......
Raw materials . ........
Inventory of securities . ...
Inventories

502,159

470,431

502,159

470,431

‘' Short-term investments
' *Short-lerm investments . . .
Canadian term deposits . ..
Canadian shares  .......
Canadianbonds ........
Canadian treasury bilts .. .

Short-term foreign investments
Short-term investments

Securities purchased under resale agreements .. ............ ...
Other short-term Canadian investments ... ... ... .......

35,188

35,188
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~Loans and notes receivable ]

86375 9592 RCO00”

*| gans and notes receivable . ... Lo
Demand loans receivable .. ... ..
Other loans receivable ... .. e
Notes receivable . .. .o
Mortgages receivable ... ...
{ oans and notes receivahie

"« Due from shareholder(s)director(s)

*Due from shareholder(sy/director(s) .. .. ... .o
Due from individual shareholder(s) ... . ... ... e
Due from corporate shareholder(s} . ........ ...
Due from directar(s) . <. oo
Due from shareholder({s)/director{s)

* Investment in joint venture(s)/partnership{s) ... m +

I——

* Due from joint venture(s)/partnership{s) . ... ... Imﬂ +

- Due from/investment in related parties

* Due from/investment in related parties
Demand notes from refated parties . .. ... ..o -
Interest receivable from related parties
Loans/advances due from refated parties
Due fromfinvestment in related parties

* Customers' liability under acceptances ... m *

~ Other current assets

*Oher CUITENT BSSEES .+ o\ it e e e e
Future {deferred) income taxes
Accrued investment income
Taxes recoverablefrefundable
Prepaid EXpeNSES .. ...h e n e 86,550
DAliNG @AVANCES ..ot o e
Security/tender deposifs .. .. ..o
Other current assets

10,488

86,550 10,488

Total current assets N 1500 & 15,020,439 16,064,204

* Generic item
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Tangible Capital Assets and Accumulated Amortization

Form identifier 2008.’2002

L Tangible Accumuiated .
LAccount Description GIF! capital assets amortization Prior year
-Land
FLand . e e 1600 g
Land improvements .. ....... ... .. ... 1601 &4
Accumulated amortization of land improvements L4
Total

‘- Depletable assets
*Depletableassets . ... ... 1620
*Accumulated amortization of depletable assets JL¥y
Petroleum and natural gas propetties . ... ...
Accumutated amortization of petroteum and
natural gas properties ... ... . .
Mining properties ... . ... ...
Accumulated amaortization of mining properties
Deferred exploration and development charges
Accumulated amartization of deferred
exploration and development charges  ....... |
QUAITIBS . .. e e e e
Accumulated amortization of quarries .. .. ..
Gravel pits ... ..
Accumulated amortization of gravel pits _
Timber imits . .o e 16
Accumulated amortization of timber limits

Total
~ Buildings
*Buildings . ...... ... ... 1680 Ry
*Accumulated amortization of buiidings ... .. 1681
Manufacturing and processing plant  ...... .. 1682 &
Accumulated amortization of manufacturing
and processing plant . ...... ... ... ... 1683
Buildings under construction . ............ HEY +
Total

~ Machinery, equipment, furniture and fixtures
*Machinery, equipment, furniture, and fixtures .. &l *
*Accumulated amortization of machinery,
equipment, furniture, and fixtures . ...... ...
Motor vehicles . .... ... ...
Accumulated amortization of motor vehicles
Toolsanddies .............. . ... ..
Accumulated amortization of tools and dies
Construction and excavating equipment ... ...
Accumulated amortization of construction
and excavafing equipment .. ...... ... ...
Forestry and logging equipment  ...........
Accumulated amortization of forestry and
logging equipment ... ...

Fishinggearandnets . .................
Accumulated amortization of fishing gear and

nels ... e e
Mining equipment ... ... .. . ..o

Accumulated amortization of mining equipment
Oilandgassystems . ..................
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- Machinery, equipment, furniture and fixtures (continued)

WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RCO00*

Accumulated amortization of oil and gas
SYSIEBMS oo i i 1755

Production equipment for resource industries . . 1756 o
Accumulated amortization of production

equipment for resource industries ... . ... .. 1757

Production equipment for other than resource

INUSHIES . i e e 1758 s
Accumulated amortization of production

equipment for other than resource industries . . RIEE

Exploration equipment .. .. ... 1760
Accumulated amortization of exploration

equipment ... ...

Shipping equipment .. ... ..o

Accumulated amortization of shipping
equipment . ...
Shipsand boats ... ... .o

Accumulated amortization of ships and boats

Alrcraft ... e

Accumulated amortization of aircraft .. .. . ..

SIGNS oo
Accumulated amortization of signs . ... .- ..
SmMalfools . . . e

Accumulated amortization of small tools
Radio and communication equipment .. ... ..

Accumulated amortization of radio and
communication equipment .. ... .. o
Computer equipment/software . ....... .. ..

Accumulated amortization of
computer equipment/software .. ....... ...

Musical instruments . ... ... ... . e

Accumulated amortization of musical
instruments . .. .. s
Satellites .. ... e s

Accumulated amortization of satellites . .. ..
Earthstations . ... ...t s

Accumulated amortization of earth stations
Machinery and equipment under construction

Transportation equipment ... ...

Accumulated amortization of transportation
equipment .. .. ...
Other machinery and equipment ...........

Accumulated amortization of other
machinery and equipment ... ... .o 1786
Furniture and fixtures . ..... ... ... .. ... 1787 &g

Accumulated amortization of furniture
and fOAUMES oo oo e 1788

~ Other tangible capital assets

*Other tangible capital assets . .......... ..

20,057,451

*Ascumulated amortization of other tangible
capitalassets ....... .. ...
Loggingroads . ...... ... ..

19,403,986

Accumuiated amortization of logging roads
Asphali and parkingareas  ...............

Accumulated amortization of asphalt and
parking areas .. ........... o
WHAMNVES . e e e e

Accumulated amortization of wharves .. .. ..
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- Other tangible capital assets (continued)
EQNCES . o v eeeveme e 1908 &3
Accumulated amortization of fences . .. .. .. 1909
Capital leases ~ buildings . .............. 1910
Accumulated amortization of capital leases
CDUBGINGS - o o v e e E
Capital leases —equipment . . ...........- +
Accumulated amortization of capital leases
—eQUIPIMIENE o . 1913
Capital leases — vehicles . ............... 1914 4
Accumulated amortization of capital leases
—vehicles . e
Capital leases —others . ... ............. E +
Accumulated amortization of capital leases
O 11 ¢- SR 1917
Leasehold improvements ... ... ... ..o
Accumulated amortization of leasehold
improvements ... ... ...
Other capital assets under construction
Campsifes . ..o v v e
Accumulated amortization of campsites
20,057,451
Total tangible capital assets = 20,057,451 19,403,986
Total accumulated amortization of
tangible capital assets m

* Generic item
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" Long-term Assets

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RCO00

Form identifier 2589

—
Account Description GIFI

Current year

Prior year

- Due from shareholder(s)/director(s)

*Due fram shareholder(8)/directon(s) ... oo o
Due from individual shareholder(s) . ....... ... ... .. . o
Due from corporate shareholder(s) ... ... ...
Due from director(8) . .« oo
Due from shareholder{s)/director(s)

FOUE from MEMDBEIS . o oot e e e e Em +

* Investment in joint venture(s)/partnership(s) ................... m +

* Due from joint venture(s)/partnership(s) ... ... ... m +

~ Due fromfinvestment in related parties

*Due from/investment in related parties .. ... . oo
Due from/investment in Canadian related parties ... ... .........
Shares in Canadian related corporations . ... .. .. o e :
Loans/advances to Canadian related corporations
investment in Canadian related corporations at cost
Investment in Canadian related corporations at equity
Due from/investment in foreign related parties . ... ...
Shares in foreign related corporations . ... .. ... e
Loans/advances to foreign refated corporations  ................
Investment in foreign related corporations atcost  ...............
Investment in foreign related corporations at equity
Due from/investment in related parties

137,487

123,716

137,487

123,716

Flvestment in CO-teNanty ... .t e m +

~ Long-term investments

*Long-term investments .. ... ...
Foreign Shares ... .. v. oo
Other types of foreign investments .. ........ .o oo
Canadian shares . . ...t
Government of Canadadebt ... .. . ... e
Canadian, provincial and municipat government debt ... .........
Canadian corporate bonds and debentures .. .. ... ..ol
Debt SeCUMHES . . . oo i e e
Equity SeCUrities ... ...
Securities purchased under resale agreements .. ... .o
Central credit unionshares .. .. ...
Other Canadian long-term investments .. .......... ... o
Long-term investments
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WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RCO00

- Long-term loans
*LONGEIM I0BNS . . ..o
MOMGAGES . i e
Personal and credit cardloans . . ... . .o
Business and government loans . ... ...
Lineofcredit ... .. e
Long-term loans

- Other long-term assets

*Other fong-term assets ... . ... e
Future (deferred) incomefaxes ... ... .o i
Deferred pension charges . ... ... ... .o
Deferred unrealized exchange losses ... ... . oo
Other deferred items/charges .. ... ... . o e o
Reserve fUnd ... ..
Cash surrender value of life insurance . . ... .. ... . . ... ...
Other long-term assets

177,491

177,431

Accumulated amortization of deferred charges  .................

Total long-term assets

137,487

301,207

_* Generic item
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Current Liabilities

86375 9692 RCOD0O

Form identifier 3139

. |Account Description GlFt Current year

Prior year

.

*Bankoverdraft .. . ... ... e m +

- Amounts payable and accrued liabilities

4,328,347

* Amounts payable and accrued liabilities . ... ... .o oo 3,668,278

Trade payables ... .. ... ..

Trade payables to refated parties . .........................

Holdbacks payable .. ... ... ...

Wages payable ... .. ..

Management fees payable . ........ ... ... .o
Bonuses payable . ... ... ..

Employee deductions payable ..., ... ... il

Withholding taxes payable .. ..... . . ... .. .

Interest payable . ... . ..

Amounts payable to members of NFOs .. ... ... .. .. ... ... ..
Amounts payable and accrued liabilities

3,668,278

4,328,347

*Taxes payable .. 268084

~ Short-term debt
*Short-term debt . .. e

Loans from Canadian banks ... .. .. . ... .. .. . L

Liability for securities soldshort ... ... .. ... .. ...

Liability for securities sold under repurchase agreements

Gold and silver certificates . ... . ... . ..

Cheques and other items intransit  ....... .. ... ... ... . ...,

BN DO S . o o i e e e e e

Credit card l0aNS . . v e e e e e

Short-term debt

*Oefarred INCDME - oo e e 2770 By

~ Due to shareholder{s)/director(s)
' *Due to shareholder(s)/director{s}y  ........ . .. ... ... ... ...

Due to individual shareholder(s}) ......... ... ... ... .. .....

Due to corporate shareholder(s}) ......... . ... ... . o o

Duetodirector(s) ... ... ...

Due to shareholder{s)/director(s)

*Due to joint venture(s)partnership(s) . ..... ... ... . 2840 R4

~ Due to related parties
' *Dueto related parties .. ... ...

Demand notes due to related parties . . ... ... ... ...

Interest payable o related parties ... ...... ... . o

Advances due torelated parties ... .. ... Lo

Due to related parties
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* Gurrent portion of long-term liability ... ... ... . . e m + 934,760 771,534
*Bankers' acCeplanCes ... .. ... m +

_ 1 Other current liabilities
: * Other current liabilities . . ... . e
Deposits received . ... ..
Dividends payable ... ... ...
Future (deferred) incometaxes . ..., .o
Reserves for guarantees, warranties, or indemnities  .............
General provisions/reserves . ... ... o
CrewW SMAMES - o o ot et it e e e s
Other current liabilities

113,340 496,814

113,340 496,814

3130 g 4,716,378 5,596,695

Total current liabilities

" * Generic item
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Long-term Liabilities

WELLAND HYDRC ELECTRIC SYSTEM CORF
86375 9692 RCO0C

Form identifier 3450

Account

Description

GIFI

Current year Prior year

—/

- L ong-term debt

*Long-termdebt ... L
MOFRIgAGgES - - o oo
Farm credit corporationloan ... ... . ol
Chartered bankloan ... .. ... . . e
Credit Union/Caisse Populaire loan ... ... ... .. . oo
Provincial governmentioan ... ... ... oo
Supply companyloan ... ..
Private loan ... e
Central, league, and federationfoans .. .............. ... .. ..

Lineofcredit ... .. .. . e 4

Liability for secuwrities sold short . .. ... ... ... ... ...
Liability for securities sold under repurchase agresments
LIBN NOLES .. o e e
Long-term debt

13,499,953 13,499,953

13,499,953 13,499,953

*Deposit liabilities of financial institutions . ............ ...

*Bonds and debentures . . . e

*Deferred INCOME - o o v o e e e e e e

* Future {deferred) incometfaxes .......... ... ... .. i

.~ Due to shareholder{s)/director(s)

*Due to shareholder(s)/director(s) ... ... ... .. oo
Due to individual shareholder(s) .......... .. . ... ... .. ...
Due to corporate shareholder(s) ......... ... ... ...
Duefo direCior(s) ... .o
Due to shareholder{s}/director(s)

FDE IO MEMDEIS . ot e e e

*Due to joint venture(s)/partnership(s} . ...... ... ... . ot

 Due to related parties

*Duetorelated parties ... ...
Amounts owing to related Canadian parties  ...................
Amounts owing to related foreign parties . ............. . ...
Due to related parties
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- Other long-term liabilities

WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RCO0Q

* Other long-term fiabilities ... oo
Long-term obligations/commitments/capital leases ... ...
Reserves for guarantees, warranties, or indemnities ... ... ...
Provision for site restoration .. ... ..o
Contributions to qualifying environmental trust— ............. -
General ProvisSioNS/TESEIVES . .. ..o
Preference shares restated ... ... i
Member allogations .. ... oo
Deferred revenue from incomplete contracts . ... ..o eee e
Cther long-term liabilities

1,240,818 458,390
1,462,941 1,416,801

2,703,759 1,875,191

-

Total long-term liabilities

3450 [ 16,203,712 15,375,144

* Generic item
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Shareholder Equity
Form identifier 3620
‘ Account Description GIFi Current year Prior year
T 3500 5 12,953,180 12,653,180
*Proferred SHAFES . .« oo e m +
— Contributed and other surplus
* Contributed and other surpius 630,158 630,158
Contributed SUMPIUS .« - oo
ApPraisal SUFPIUS .« oo v '
GENETAl TESBIVE - oo e e PR
B Contributed and other surplus + 630,158 630,158
r *Head OFfiCE BOCOUNE o v v e e m e 3570
( *Retained earningsIEfiGt .« oo 3600 5 711,949 1,214,220
14,295,287 14,797,558

L Total shareholder equity m =

* Generic item
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Retained Earnings/Deficit

WELLAND HYDROQ ELECTRIC SYSTEM CORH
86375 9692 RCOOC

Form identifier 3849

. |Account

Description

Current year Prior year

—_

*Retained eamings/deficit-=start . ... .. .o s

1,214,220 495,303

FNGEEIRCOMENDSS  « o v v e e e e e

97,729 2,018,917

. - Dividends declared

*Dividends declared . ...
Cash dividends . . . ot e
Patronage dividends .. ... ..o
Dividends declared

600,000 1,300,000

600,000 1,300,000

*Prior period adjustments ...

— Other items affecting retained earnings

* Other items affecting refained earnings .. ... ... o
Share redemplions .. .o oo i i
Special FRSEIVES ... i
Currency adjustiments .. ... ..o
Unusual revenue ifams .o v oo o s
Interfund traNSFEr .. e
Other items affecting retained earnings

Retained earnings/deficit - end

711,949 1,214,220

* Generic item
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Qo ll S reene s GENERAL INDEX OF FINANCIAL INFORMATION ~ GIF
Form ideniifier 125
Name of corporation Business Numiber Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001L 2007-12-31
Income statement information
, 1
‘| Description GiFl
iOperating pame . ... ...
| Description of the operation
Sequence Number ........
| Account Description GiFl Current year Prior year
r Income statement information
Total sales of goods and services ... ..o 8089 R4 42,460,624 42,381,705
Cost O SAES o v 8518 ¢ 35,156,443 36,036,510
Gross profit/ioss 7,304,181 6,345,195
COSE OF SAIES oo v vt e e 85 35,156,443 36,036,510
Total OPErating EXPENSES . ..o« o o v 93¢ 7,379,833 5,714,751
Total expenses (mandatory field) 42,536,276 41,751,261
Total revenue {mandatary field) 43,317,076 44,378,853
Total expenses {mandatory field) 42,536,276 41,751,261
Net non-farming income 780,800 2,627,592
Farming income statement information
Total farm revenue (mandatory field) . .........co e 9659 &
Total farm expenses (mandaftory field) . ... 9398 &
Net farm income ] =
' L Net incomefloss before taxes and extraordinary items 9970 k5 780,800 2,627,592
3 (Extraordinary items and income (linked to Schedule 140)
Extraordinary item(s) ... ... oo
Legal settlements ... ...
Unrealized gains/losses . ... ... .. ch s
Unusual HEBMS ... . oo
Currentincome taxes . ........ ..o 683,071 608,675
Deferred income tax provision ..., .o
Net incomelioss after taxes and extraordipary items
B {mandatory field} 9999 & 97,729 2,018,917
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'Revenue
Form identifier 8299
Account Description GIFI Current year Prior year
*Trade sales of goods and SEIVICES ... .. .. D + 42,460,624 42,381,705
* Sales of goods and services to related parties ... . 8020 4
*Interdivisional SAI8S .. .. 8030 &4
- Sales from resource properties
* Gales from resource properties . ...
Petroleum and natural gas sales . ... e
Petroleum and natural gas sales to related parties  ..............
Gasmarketing .. .. o
PrOCESSING TEVENUE . .« o ot ee e m e 804
PIPEliNG TEVBNUE .« <o oo e v om o e i
SEiSMIC SAIBS . . o e e
MiNiNG FTEVENUE .. .ot m e s
C0al FEVEMUE v v v e oe e e e e
O SANAS TEVENMUE .« o o v e v i v e e man o s
RoOyalty INCOME ..o
Oil and gas partnership/joint venture incomefloss .. ...
Mining partnershipfjoint venture incomefloss ...
Other production revenue . ... o
Sales from resource properties
Total sales of goods and services ... 42,460,624 42,381,705

.~ Investment reventue

EINVESHMENt FEVEMUB  « o v vv e v e v e emar i m oo s
interest from foreign SOUMCES . .. .. v oo
Interest from Canadian bonds and debentures . ................
interest from Canadian mortgageloans .. ... ..o
Interest from other Canadian SOUFCES .« . oo v oot i i ;
DiVIdend INGOIME .« o oo e a e c e m e
Dividends from Canadian SOUMCes . .. . .« v rov v
Dividends from foreign SOUrCES . ... o v v oo
investment revenue

~ Interest income (financial institutions)

*|nterest income (financial institufions) . ........ ... oo
LOBN INEIEEL o ot it e e e e
Securities INTErESt . oo v oo
Deposits with banks interest .. ... .. oo
Interest income (financial institutions)

- Commission revenue

* COMMISSION TEVEMUE L. v et em o n e an e m s an o 8120
Commission income on real estate transactions  ................ 8121
Commission revenue
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.~ Rental revenue
FREAE TEVEMUE v o e o oe e e e 8140

Real estate remtal FRVENUS .. .. vt e oo 2141

Filin Fental FEVENUE .+« o o v e e e i 8142

Rental revenue +

VEhigle I8BSING .o v v v e m +

— Fishing revenue
*FISRING FEVENUE .« - o oo v e o em e s

Fish ProduCs .. oo oo e e e e

Other marine products . .. .o

Fishing grants, credits, and rebates  .......... ...

Fishing subsidies .. ... .. ..o

Compensation for loss of fishing income or property

ShareSman NCOME .« oo v v vt et ae e

= Fishing revenue

'~ Realized gains/losses on disposal of assets
* Realized gains/losses on disposal of assets . ...

Realized gains/losses on sale of investments . ............... 02 |

Realized gains/losses on sale of resource properties

Realized gains/losses on disposal of assets

NPO amounts received
[_ * Non-Profit organizations amounts recefved ...

Membershipfees .. ... e

ASSESSMENTS L Lttt e

Tt 2 S P

Gross sales and revenues from organizational activities

NPO amounts received

Tl

— Other revenue

FOMEE FEVEMUE o v vt e e e v e e e e e 856,452

835,858

Foreign exchange gains/losses . ... ... oo

Incomelloss of subsidiaries/affiliates .. ...... ... .

Incomefloss of other divisions . ... .o o

Income/loss of jointventures ... ...

incomefloss of partnerships ... ... .o 8

Realization of deferred revenues ... ... oo

1,161,290

Royalty income ofher than resource . ..........coovveree e

Alberta royalty tax credits . ... .. : -

Management and administration fees .. ...

Telecommunications revenuUe . ... ... oot e

Consulting fees ... . ... i

Subsidies and grants ... ...

Sale of by-products . ... ...

Deposit SEMVICES ... oot

Credit SEIVIGES © v vt i e e it et mi e

Card SEIVICES « v oo it

Patronage dividends ... ... ...

INSUranGe FTECOVEIIES .. . . .o i e i e

EXPENSE FECOVEIES .. vvme s s e

Bad debt recOVENES .. o oot i

Other revenue 856,452

1,997,148

Total revenue 8299 & 43,317,076

44,378,853

* Generic item
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Cost of Sales

Form identifier 8518

Account Description GIFl Current year Prior year
- Opening inventory
¥ OPENING IMVERAIOTY  « v o ov v e o r st
Opening inventory — finished goods ... ..o
Opening inventory — raw materials ...

QOpening inventory - goods IN Process ... ... e
Opening inventory

*purchases/cost of materials ... ... . m + 35,156,443 36,036,510

FDIFECEWAGES o v v veven e oo 8340 &

*Benefits on dirECt WageS . .. oo b m +

*Trades and sUD-CONITACES . ..o oo 8360 &

*production costs other than resource . ... .«. o 8370 &s

A

esource production costs

* Resource production GOStS ... ..
Pipefine Operations . .. ..o o -
0111107 SO
Site restoration COSES .. . v
Gross overriding royalty ...
Freghold royalties .. ... ooovvvvn oo
Other producing properties rental L e
Prospectigeological ... ... e
Well operating, fuel and equipment ... e
Well abandonmentand dryholes ... ..
Other lease Fentals . .o oo an i
Exploration eXpenses . ... ..o
Development BXPENSES . .« oowovv s

L Resource production costs

- Crown charges
FOPOWN CNARGES  « v o v o cve s om e r s
Crown royalties . ... oo
Crown lease rentals .. oot
Frechold mineraltaX ... ... v omrion e
MIRING TAXES oo s
Ol SANAIBASES . . oo v cer e
Saskatchewan resource Surcharge .. ...« .o

L Crown charges
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WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 5592 RCOO0

- Other direct costs

*Other direct COSIS . .. v e
Equipment hire and operation ... ...
LOG YA« oo e e
Forestry COSES .. .o vv oot
Logging road COStS ... ...
SIUMPAGE COSES . - vt
Royalty COSIS ..o
Freightinand duty ... ..o
Inventory write dOWn ... L.
Direct cost amortization of tangibleassets ... ... e
Direct cost amortization of natural resource assets ... ...
Overhead expenses allocated to cost ofsales .. ...
Other direct costs

- Closing inventory

*Closing INVENORY  « oo e e
Closing inventary — finished goods ... ..o
Closing inventory — raw materials ... ..o
Closing inventory — goods in process .. ... oo
Closing inventory

Cost of sales

—
35,156,443 36,036,510

* Generic item
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Operating Expenses
Form identifier 9367
- |Account Description GIFl Current year Prior year
- Advertising and promotion
* Advertising and promotion .. ...
ADVETHSING v oo oo
DONAHONS 2 v vv oo v o e e
Meals and entertainment . ... ..
: PROMOLON - o v oot v eie oo
Advertising and promotion
| G P
* Amortization of intangible assets ... ... m +
: L * Goodwill Impairment 1088 ..o 8571 R
*Bad debt BXPENSE .« oo oo n e 8590 R
- Loan losses T
FLOmA JOSSES © o v e 8610
Provision for 108N J0SSES . .. oo e e 8611
Loan losses +
- Employee benefits
*Employee benefits .. ... oo
Group insurance benefits . ...
Employer's portion of employee benefits
Contributions to deferred income plans
. Employee benefits
J —
* Amortization of natural resource assets .. ..o e 8650 | T
* Amortization of tangible @ssets ... ... 36708y 1,634,333 1,542,164
I
—Insurance
FIASLTANGE o v e e e e me e 8690
Life insurance on execUtiVES ... ... . b e s 8691
Insurance +
- Interest and bank charges
*Interest and bank Charges . ... oo v v n e 897,122 586,726
Interest on shori-term debt . ... .o
Interest on bonds and debentures
lnterest on MOMQAGES .. .. .o v
Interest on long-term debt ... ...
Bank CRAMGES . .« cvnovnveman i a s
Credit card Charges . . ...vovm oo v s
Collection andcredif €osIS . . ... e
interest and bank charges 897,122 586,726
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WELLAND HYDRO ELECTRIC SYSTEM CORF
85375 9692 RCOCO

- Interest paid (financial institutions)

*Interest paid (financial institutions) .. ... ... e
interest paid on deposits .. ...
interest paid on bonds and debentures .. ...
Interest paid (financial institutions)

- Business taxes, licences, and memberships

' * Business taxes, licences, and memberships ... ... ... ...
MembershiPs . .. .o
BUSINESS tAXES . . v vt it e e i e
Franchise fBeS . . o ot i e e
Government fEes . . ...
Business taxes, licences, and memberships

* New Brunswick tax on farge corporations . ... ...

*Nova Scotia tax on large corporations ... ... oo

- Office expenses

*FOMfICE BXPENSES o v v e e
Office stationery and supplies ... ... ... e
Office UHEIES . . . o
Data Processing oo vt i et e
Office expenses

— Professional fees
*Professional TBES . .. . e
Legal fees ... . . ..
Accounting fBes . .. ...
Consulting fees .. . . ...
Architect feas .. . . s
Appraisal fEes . . ...
Laboratory fEES . .. ... i
Medical foB8 . .. o e
i Velerinary fBES ... .o e
Brokerage fess ... ...
Transfer fEES . . . . i i e
Management and administrationfees ... ... ..o e
Refining and a@ssay .. ... .. . i e

Restructuring costs . . ... e
Security commissionfees ... ... .o
Training BXPenSE .. .o i i
Studio and recording . . e
Professional fees

Registrar and transfer agentfees ... ... ... .. ..o '
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- Rental
FREMEL o o e e e e
Real estaterental ... ... e
Occupancy COSES .. ..o
Condominium FEES .. ...

Equipmentrental ... ...
Motor vehicle rentals ... .. ... i
Moorage (boat) .. ...

QUOta TENLAl . . ot e e e
Rental

SEOTAGE v o v ov e m e |

- Repairs and maintenance

*Repairs and MaiNenance ... ...
Repairs and maintenance - buildings ... ...
Repairs and maintenance — vehicles ...
Repairs and maintenance —boats .. ... ..o
Repairs and maintenance ~ machinery and equipment
Repairs and maintenance

' - Other repairs and maintenance

' * Other repairs and MaINtERABNGCE . . ... vovn oo n e
Machine ShOp BXPEMSE . . .o oo oo e i m e
ROAG COSS o v vt e e e
SECUMEY  « v vv e v
Garbage removal . ...
Other repairs and maintenance

- Salaries and wages

*Salaries and WAgES . .« .o h v e
COMMISSIONS v v v o vt oo i na e e
CReW SHATE .+ oo o i oot
BOMUSES .+ o v o e e e e e e e e i
DIECtORS TEBE . ittt e e e e
Management salaries ... ...
Employee salaries ... ... ...
Salaries and wages

FOQUD-CONMTACES .« o o ottt oo e et e

~ Supplies

SUPPHES L
SmMAlltO0IS . o e e
SHOP BXDENSE .o ove e e e
(S TRTi7e a0 11 T R R
LAUNGEY o o ereoe oo
Food and GateriNg . - .« oo mn e
FISHING QBAT . o o v et a e e
Nets and traps ..o oo e i
Salt, bait, andice . ...
Camp suUpPliES ... ..
Computer-related eXpenses . ... ...
UPGrade .. oo
TRT = A
Suppiies
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FPrOPEMY TAXES . oo e 9130 &4
- Travel expenses
*TrAVel BXPENSES . oo v 9200
Meetings and CONVENtIONS . ... o v v e e 9201
+

Travel expenses

~ Utilities

*Utilities
Electricity
Water
Heat
Fuel costs
Telephone et telecommunications
Utilities

— Other expenses

* Other expenses
Cash over/short
Reimbursement of parent company expense
Selling expenses
Shipping and warehouse expense
Delivery, freight and exprass
Warranty expenses
Royalty expenses — resident
Royalty expenses ~ non-resident
DPumping charges
Land fill fees
Vehicle expenses
Research and development
Withholding taxes
General and administrative expenses
interdivisional expenses
Interfund transfer
Other expenses

4,848,378 3,585,861

4,848,378 3,585,861

Total operating expenses

7,379,833 5,714,751

* Generic item




-'WHESC - PIL 2007 080313.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF

2008-06-26 07:50 86375 8692 RCO00
el S Reverve e SCHEDULE 141
' NOTES CHECKLIST
" |Corporatien's name Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, 86375 9692 RC0001 2007-12-31

. ® This schedule should be completed from the perspective of the person who prepared or reported on the financial statements. This person
is referred to as the "accounting practitioner”, in this schedule.

» For more information, see RC4088, Guide to the General Index of Financial Information (GIFI) for Corporations and T4G12,
T2 Comporation — Income Tax Guide.

: * Attach a copy of this schedule, along with any Notes to the financial statements, to the GIFL.

- Part 1 — Accounting practitioner information

‘| Does the accounting practitioner have a professional JESIGRAtION? o e e B 1 Yes 2No []
s the accounting practitioner connected® with the corporation? ..o 1Yes I:[ 2 No

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

Note
|1 the accounting practitioner does not have a professional designation or is connected with the corporation,
| you do not have to complete Parts 2 and 3 of this schedule. However, you do have to complete Part 4.

.. Part 2 -Type of involvement

‘| Choose the option that represents the highest level of involvement of the accounting practitioner: m
Completed an audifor's FBPOTT ... ..o 1
Completed a review engagement TEPOMt ... ..ot 2 D
Conducted a compilation Bngagement . ... ... .. 3 [___l

.- Part 3 — Reservations
If you selected option "1" or "2" under Type of involvement above, answer the following question:

' ‘ Has the accounting practitioner expressed a reservation? ... ..o m 1Yes [ | 2No

T Part 4 — Other information

‘Y\Were notes to the financial statements prepared? .. ... i m 1Yes 2 No D
If Yes, complete lines 102 to 107 below:

Are any values presented at other than €ost? ... .. KR 1 Yes [[] 2Ne

Has there been a change in accounting policies since the lastretun? ... oo m 1Yes D 2 No

Are subseguent events mentioned inthe notes? . ... ..o | 104 PRACH D 2 No

Is re-evaluation of asset information mentioned in the notes? ... ... ... o [ 105 IERES D 2 No

Is contingent liability information mentioned in the notes? ... oo e KR 1 Yes 2 No D

Is information regarding commitments mentioned inthe notes? ... 1Yes 2 No D

Does the corporation have investments in joint venture(s) or partnership(s)? ... .. m 1Yes D 2 No

if Yes, complete line 109 below:
Are you filing financial statements of the joint venture(s) of partnership(s)? ... EER 1ves [ ] 2No[]

Ll

T2 SCH 141 (04) Ca.nada
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I* I Canada Revenue  Agence du revenu
Agency du Canada NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1
Corporation's name Business Number Tax year end
Year Month Day
WELLAND HYDRQ ELECTRIC SYSTEM CORP. 86375 9692 RC0001 2007-12-31

* The purpose of this schedule is to provide a reconciliation
. For

statements and its net income (loss) for tax purposes

e Sections, subsections, and paragraphs referred o on this schedule are from the Income Tax Act.

between the corporation's net income (loss) as reported on the financial
more information, see the T2 Corporation Income Tax Guide.

* Please provide us with the applicable details in the identification area, and complete the applicable lines that contain a

numbered black box. You should report amounts in accordance with the Generally Accepted Accounting Principles (GAAP).

T2 $CH 1 E (08)

* . INet income (loss) after taxes and extraordinary items per financial statements .. ... oo 97,728 A
Add:
Provision for incometaxes —current ... ... ... e 683,071
Amortization of tangible assefs ... ... 1,634,333
Income ot loss for tax purposes — joint ventures or partnerships . ....... .. .. 2,556
Charitable donations and gifts from Schedule2  .............. oo 1,975
Taxable capital gains from Schedule 8 .. ... o 57,763
Non-deductible meals and entertainment expenses . ..., ... . h o 1,966
Tax reserves deducted in prior year from Schedule 13 .. ... ..o 583,673
Reserves from financial statements — balance at the end oftheyear ......... 4,682,528
Subtotal of additions 7,647,865 » 7,647,865
Other additions:
" |Miscellaneous other additions:
Opening adj for Expeditures included in Regulatory Asset m 2,898,667
ik¥] Ontario Specified Tax Credits 5,890
Total 5,800  ¥ik 5,890
Subtotal of other additions L] 2,904,557 » 2,904,557
Total additions By 10,552,422 » 10,552,422
‘| Deduct:
Gain on disposal of assets per financial statements ... e 112,263
Capital cost allowance from Schedule 8 ... 1,273,099
Cumulative eligible capital deduction from Schedule 10 ................-- I 132,175
Tax reserves claimed in current year from Schedule 13 ........ . ......... 170,989
Reserves from financial statements — balance at the beginning of the year cee 3,415,972
Subtotal of deductions 5,104,498 5,104,498
‘| Other deductions:
| Miscellaneous other deductions:
' Closing adj for Expeditures included in Reguiatory Asset 3,145,473
rll  Ontario capital tax 44,281
Total
Subtotal of other deductions EEE] 3,189,754 » 3,189,754
Total deductions gl 8,294,252 » 8,294,252
Net income (loss) for income tax purposes — enter on line 300 of the T2 retum ... e 2,355,899
* For reference purposes only
1+
Canadd
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I*l Canada Reverue  Agence du revenu SCHEDULE 2
Agency ¢u Canada
CHARITABLE DONATIONS AND GIFTS
Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, 86375 5692 RCO001 2007-12-31

* For use by corporations to claim any of the following:
— charitable donations;
~ gifts to Canada, a province, or a teriitory;
— gifts of certified cultural property;
— gifts of certified ecologically sensitive land; or
— additional deduction for gifts of medicine.
* The donations and gifts are eligible for a five-year carryforward.

e Use this schedule to show a credit transfer following an amalgamation or the wind-up of a subsidiary as described under

subsections 87(1) and 88(1) of the Income Tax Act.

* For donations and gifts made after March 22, 2004, subsection 110.1(1.2) of the Income Tax Act provides as follows:

— Where a particular corporation has undergone an acquisition of control, for tax years that end on or after the acquisition of control,
no corporation can claim a deduction for a gift made by the particular corporation to a qualified donee befare the acquisition of control
— If a particutar corporation makes a gift to a qualified donee pursuant to an arrangement under which both the gift and the acquisition
of control is expected, no corporation can claim a deduction for the gift uniess the person acquiring control of the particular

corporation is the qualified donee.

. = Under proposed changes, the eligible amount of a charitable gift is the amount by which the fair market value of the gift exceeds the

amount of an advantage, if any, for the gift.

e Under proposed changes, a gift of medicine made after March 18, 2007, to quaiifying organizations for activities outside of Canada,
rmay be eligible for an additional deduction if the gift is an eligible medical gift. This additional deduction is calculated in Part 6.

* File one completed copy of this schedule with your T2 Corporation Income Tax Return.
' » For more information, see the T2 Corporation — income Tax Guide.

~ Part 1 — Charitable donations
.| Charity/Recipient

Amount ($100 or more only)

Community Living Welland Pelham 100
Canadian Cancer Society 100
Canadian Cancer Society 100
- 1| Niagara Region Children's Safety Village 100
The Society of St. Vincent de Paul 500
| _Niagara Peninsula Conservation Authority 500
| Subtotal 1,400
Add: Total donations of less than $100 each 575
Total donations in current tax year 1,975
‘ i Federal Quebec Alberta
Charitable donations at the end of the previous taxyear . ... ... .
| Deduct: Charitable donations expired after five fax years .. .. %
Charitable donations at the beginning of the tax year .. ... ..
| Add:
Charitable donations transferred on an amalgamation or the
wind-upofasubsidiary ... ...
Total current-year charitable
donations made (enter this amount
on fine 112 of Schedule 1) .. . . . 210 1,975
. Subtotal (line 250 plus line 210) 1,975 1,875 1,975
' Deduct: Adiustment for an acquisition of control (for donations
made after March 22, 2004) .................
Total charitable donations available . ..................... 1975 A 1,975 1,975
"Deduct: Amount applied against taxable income {cannct be
more than amount K in Part 2} (enter this amount on
line 311 ofthe T2return) . .. oo oo 260 1,975 1,975 1,975

Charitable donations closing balance ... .............. 280
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- Amounts carried forward — Charitable donations
Federal Quebec Alberta

" |Year of origin:

PSUPEON YEAM ... e 2006
2UDIOT YBAF ..o 2005
CIBUDMON YEAN e 2004
AN PUIOT YEAT v eeevt e 2003
BWDTION YBAI ..ottt e 2002
2001

L [BmprioryearT
(Total ftaline A) ...

* These donations expired in the current year.

- Part 2 — Calculation of the maximum allowable deduction for charitable donations
1,766,924 B

Net income for tax purposes* multiplied by 75% ... ..ot

Taxable capital gains arising in respect of gifts of capital property included in Part 1** @ C
| Taxable capital gain in respect of deemed gifts of non-qualifying

securities per subsection 40(1.01) .. ... 227 D
The amount of the recapture of capital cost
: allowance in respect of charitable gifts .. ...... .. | 230
' Proceeds of disposition, less
outlays and expenses ** . ... ... E
Capital cost™ ... ........... F
Amount E or F, whicheverisless .................. m
Amount on fine 230 or 235, whicheveris less ... ... i G
Subtotal (add amounts C, D, and G) H
Amount H multiplied by 25% |
Subtotal (amount B plus amount |) 1,766,924 J
Maximum allowable deduction for charitable donations (enter amount A from Part 1, amount J, or net income 1975 K

for tax purposes, Whichever i 1858} .. ... ..
* For credit unions, this amount is before the deduction of payments pursuan

=* This amount must be prorated by the following calculation: eligible amount of the gift divided by the proceeds of disposition of the gift.

. ‘- Part 3 ~ Gifts to Canada, a province, or a territory
Gifts to Canada, a province, or a territory at the end of the previous taxyear . .......

Deduct: Gifts to Canada, a province, or a territory expired after five fax years .. .. %
.| Gifts to Canada, a province, or a territory at the beginning of the taxyear  ....... »
‘| Add: Gifts to Canada, a province, or a territory transferred on an amalgamation
orthe windup of a subsidiary ... ... e
Total current-year gifts made to Canada, a province, or a territory * ... .. .. @

Subtotal (line 350 plus line 310)

Deduct: Adjustment for an acquisition of controt (for gifts made after March 22, 2004) ...l

Total gifts to Canada, a province, or a territory AVailaBlE e e

Deduct: Amount applied against taxable income (enter this amount on line 312 of the T2 retum). .........

Gifts to Canada, a province, or a territory closing balance .. .. ..o

* Not applicable for gifts made after February 18, 1997, unless a written agreement was made before this date. If no written
agreement exists, enter the amount on line 210 and complete Part 2.
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~ Part 4 — Gifts of certified cultural property

Federal Quebec Alberta
Gifts of certified cultural property at the end of the previous
EAX YEAI . o i e
. |Deduct: Gifts of certified cultural property expired after five
faXyears . ... ... Em
Gifts of certified cultural property at the beginning of
the taxX Year ... o Eﬂ
Add: Gifts of certified cultural property transferred on an
amalgamation or the windup of a subsidiary ......... 450
Total current-year gifts of certified cultural property . . .. 410
Subtotal (line 450 plus line 410)
'|Deduct: Adjustment for an acquisition of control (for gifts
made after March 22, 2004)  .............ooooee m
Total gifts of certified cultural property available ........ ...
Deduct: Amount applied against taxable income (enter this
amount on line 313 of the T2 returm) ... 480
Gifts of certified cultural property closing balance .. ... ... 480
- Amount carried forward —~ Gifts of certified cultural property
Year of origin: Federal Quebec Alberta
TUPHADE YEAT oo 2006
|2 prior year ... S 2005
T3 priOr YBAr L 2004
AP PFQr YBAM oo 2003
st prioryear 2002
BY DHIOT YBAr * e 2001
Total . e e
* These donations expired in the current year.
— Part 5 — Gifts of certified ecologically sensitive land
Federal Quebec Alberta

Gifts of certified ecoiogically sensitive land at the end
of the previous tax year . . ... ... ..o oh
Deduct: Gifts of certified ecologically sensitive land expired
after fivetaxyears . ... .. oo @
1 Gifts of certified ecologically sensitive land at the beginning of
thetaX YBAI .. o oo i e e m
Add: Gifts of certified ecologically sensitive land transferred
on an amalgamation or the windup of a subsidiary ... @
Total current-year gifts of certified ecologicatly
sensifivetand .. ... BE
Subtotal (line 550 plus line 510)
Deduct: Adjustment for an acquisition of control (for gifts
. made after March 22, 2004) ... .oeeueiaiin 5551
Total gifts of certified ecologically sensitive land available ... ...
Deduct: Amount applied against taxable income (enter this
amount on line 314 of the T2 returmn)  ............... 560
Gifts of certified ecologically sensitive land closing balance . . kil

 Amounts carried forward — Gifts of certified ecologically sensitive land

Year of origin: Federal Quehec Alberta
TR PTION YEAL oo et e 2006

2 DRIOF YEAI o eeeo it 2005

BUDEOT YBAI .ot 2004

AN PHOT YEAI oot 2003

EMOTIOF YEAI oo ovvie e 2002

B PHOT YBAL * oo 2001

TOtal . . e e

* These donations expired in the current year.
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- Part 6 — Additional deduction for gifts of medicine
- . . . Federal Quebec Alberta
Additional deduction for gifts of medicine at the end of the
Previous taX YEar .. ... ...
Deduct: Additional deduction for gifts of medicine expired
after five LAX YBAIS .. .. oo m
Additional deduction for gifts of medicine at the beginning
of thetax year .. ... ..ot oorr i m
Add: Additional deduction for gifts of medicine transferred
on an amalgamation or the wind-up of a subsidiary . .. @
Additional deduction for gifts of medicine for the current year:
Proceeds of disposition .. ... ... i 602 1 1 1
Cost of gifts of medicine ... ... .. ... 601 2 2 2
Subtotal (line 1 minus line 2) 3 3 3
“|Line 3 multiplied by BOO% e 4 4 4
Eligible amount of gifts m 5 5 5
Additional
deduction for gifts
Federal of medicine for
A x ( B = the gurrent year m
c Additional
deduction for gifts
Quebec of medicine for
A X ( B S e CUMENEYBAT . o o oo v v e e
C Additional
dedugcticn for gifts
Alberta of medicine for
A X ( B T he GUITEMEYEAN  + o v e oo e e e e e
C
- | where:
A is the lesser of line 2 and ling 4
B is the eligible amount of gifts (line 600)
C is the proceeds of disposition (line 602}
Subtotal (line 650 plus line 610)
i Deduct: Adjustment for an acquisition of control . ... ..., @
.| Total additional deduction for gifts of medicine available  .......
Deduct: Amount applied against taxable income
‘ (enter this amount on line 315 of the T2 refurn} .. .. 660
‘| Additional deduction for gifts of medicine closing balance . . . 680
— Amounts carried forward — Additional deduction for gifts of medicine
Year of origin: Federal Quebec Alberta
T PHOT YEBAN e i 2006
29 PO YBAT oo 2005
BUDMOF VEAE oottt 2004
AN DHOF YEAF .ottt 2003
B PROL YEAT e 2002
BN prioryear 2001
Total . . e e
* These donations expired in the current year.
1]
Canada
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Bl Conosa Revenue  foepce S rovens DIVIDENDS RECEIVED, TAXABLE DIVIDENDS PAID, AND SCHEDULE 3
PART IV TAX CALCULATION
Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRQ ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

* This schedule is for the use of any corparation to report:

— non-taxable dividends under section 83;
— deductible dividends under subsection 138(6);

_ taxable dividends deductible from income under section 112, subsection 113(2) and paragraphs 113{1)
— taxable dividends paid for purposes of a dividend refund.

* The calculations in this schedule apply only to private or subject corporations.
* Parts, sections, subsections, and paragraphs referred to on this schedule are from the federal Income Tax Act.
» A recipient corporation is connected with a payer corporation at any time in a taxation year, if at that time the recipient corporation:

- controls the payer corporation, other than because of a right referred to in paragraph 251(5)(b); or
_ owns more than 10% of the issued share capital (with full voting rights), and shares that have a fair market vatue of more

than 10% of the fair market value of all shares of the payer corporation.
* File one completed copy of this schedule with your 72 Corporation income Tax Return.
s For more information, see the sections about Schedule 3 in the T2 Corporation Income Tax Guide.
» "x" under column A if dividend received from a foreign source (connected corporation only).

» %" under column B if the payer corporation is connected.
¢ Enter in column F1, the amount of dividends received reported in column 240 that are eligible to a 45% gross up for the purpose

of the dividend tax credit for individuais.

* Under column F2, enter the code that applies fo the deductible taxable dividend.

Do not include dividends received from foreign non-affiliates.

Part 1 — Dividends received during the taxation year

(@), (b} or (d); ar

Compieie if payer corporation is connected

abreviating its name if necessary)

200

Al B C D E
Name of payer corporation Business Number Taxation year end of Non-taxable
(Use only one line per corporation, the payer corporation in | dividend under
which the sections section 83

paid
YYYYMNM/DD

112/113 and subsection
138(6) dividends were

1 Sun Life Financia

"lyear of the payer corporation.

If payer corporation is not connected,
leave these columns blank.

o —

- | Note: tf your corporation's {axation year end is different than that of the connected payer corporation, your corporation could have received
| dividends from more than one taxation year of the payer corporation. If so, use a separate line to provide the information for each taxation

F F1 F2 G H I
Taxable dividends Total taxable Dividend refund Part IV tax
deductible from dividends paid of the connected before deduciions
taxable income under by connected payer corporation Fx1/3*
section 112, subsections payer corporation
113(2) and 138(6),
and paragraphs
113(1)(a). (b}, or {d)
240 250} 260 I Ed
1 1,744 1,744 581
2
Total {enter amount of column F on line 320 of the T2 return}
1,744 1,744 I i 581 J J

For dividends received from connected corporations:

Part IV tax equals:

« Life insurers are not subject to Part 1V tax on subsection 138(6) dividends.
Public corporations (other than subject corporations) do not need to calculate Part 1V tax.

Column F x Column H

Column G
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Part 2 - Calculation of Part [V tax payable

Part IV tax before deductions (amount Jin Part 1) ... e 581
Deduct:
Part IV.] tax payable on dividends subject to Part [Viax ... m
Subtotal 581
- |Deduct:
Current-year non-capital loss claimed to reduce Part lVtax  ........... 330
Non-capital losses from previous years claimed to reduce Part |V tax U 535
Current-year farm loss claimed to reduce Part [Vtax — ................ 340
Farm losses from previous years claimed to reduce Part iVtax ......... 345
Total losses applied against Part [V tax X1/3°%=
Part IV tax payable (enter amount on line 712 of the T2 return) .. oo 360 581
Part 3 - Taxable dividends paid in the taxation year for purposes of a dividend refund ——— 1
A B c b
Taxation year end Taxable dividends
Name of connected recipient corporation Business Number of ;c;?:;?‘tfd pangotr;;:;rtl;icé’ted
corporation in
which the
dividends in
coiumn D
were received
YYYYMM/IDD
1 Waelland Hydro-Electric Holding Corp 86360 4328 RCO001 2007-12-31 600,000
2
Note
If your corporation's taxation year end is different than that of the connected recipient corporation, your
corporation could have paid dividends in more than one taxation year of the recipient corporation. If so, Totalf 600,@
* luse a separate line to provide the information for each taxation year of the recipient corporation.
Total taxabie dividends paid in the taxation year to other than connected corporations .. ... m
‘| Total taxable dividends paid in the taxation year for the purposes of a dividend refund
(total of column D above plus ine 450) ... .. e e 460 | 600,000
Part 4 - Total dividends paid in the taxation year
Complete this part if the total taxable dividends paid in the taxation year for purposes of a dividend refund (line 460 above) is different
from the total dividends paid in the taxation year.
Total taxable dividends paid in the taxation year for the purposes of a dividend refund (from above} ... .. m 600,000
Other dividends paid in the taxation year {total of 510 to SA0) e
Total dividends paid in the taxation YBar ...« o v 500 ] 600,000
| peduct:
Dividends paid out of capital dividend account . . ... ... oo 510
Capital gains dividends ... .. ... .. i 520
Dividends paid on shares described in subsection 129(1.2)  ........... 530
Taxable dividends paid to a controlling corporation that was
bankrupt at any time intheyear ... .
Subhtotal >
Total taxable dividends paid in the taxation year for purposes of a dividend refund ..o 600,000
- 133]
T2 SCH 3 E (05) Canada
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l*l 2;2:2? Revenue Qg%l::a%; revenu SCHEDULE 6
SUMMARY OF DISPOSITIONS OF CAPITAL PROPERTY
Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCONO1 2007-12-31

* For use by corporations that have disposed of capital property or claimed an allowable business investment loss, or both, in the tax year.

* Use this schedule to make a designation under paragraph 111(4)(e) of the federal lncoms Tax Act, if the contret of the corporation has been
acquired by a persan or group of persons.

For more information, see the section called "Schedule 6, Summary of Dispositions of Capital Property” in the T2 Corporafion — Income Tax Guide.

Designation under paragraph 111(4)(e} of the Income Tax Act
Ave any dispositions shown on this schedule refated to deemed dispositions designated under paragraph 111(d){e)?

m 1Yes D

Part 1 — Shares

2 No If Yes, attach a statement specifying which properties are subject to such a designation.

MNo. of Name of Class of Date of Proceeds Adjusted Ouilays Gain (or loss)  iForeign
shares corporation shares acquisition of cost base and expenses (column 120 less | source
YYYY/MM/DD disposition (dispositions} cols. 130 and 140}
| 100] 105 106 110 120/ 130} 140 150
1[ 2,815 Sun Life Financial 145,173 35,188 109,985
2
Totals 145,173 35,188 109,985
Total adjustment under subsection 112(3) of the ITA fo al losses identified inPat1 .. ... .. ........... m
Actual gain or loss from the disposition of shares {total of ine 150 plus ine 160) . .. ... v L 109,985} A
Part 2 — Real estate — Do not include losses on depreciable property
Municipal address Date of Proceeds Adjusted Outlays Gain (or foss)  |Foreign
1 = Address 1 acquisition of cost base and expenses (column 220 less | source
2 = Address 2 YYYY/MM/DD disposition (dispositions) cals. 230 and 240)
3=City
4 = Pravince, Country, Postal Code and
Zip Code or Foreign Postal Code
1 [ |
Totals | B
Part 3 — Bonds
Face value Maturity date Name of Date of Proceeds Adjusted Outlays Gain (or loss)  [Foreign
issuer acquisition of cost base and expenses {column 320 less | source
YYYY/MM/DD disposition {dispositions) cols. 330 and 340)
300] EH 307 310] 320 E EN El
1 P
Totals c
Part 4 — Other properties — Do not include losses on depreciable property
Description Date of Proceeds Adjusted CQutlays (Gain {or loss) Foreign
acquisition of cost base and expenses (column 420 [ess | source
YYYYIMMIDD disposifion (dispositions}) cols. 430 and 440}
i| Enerconnect LP Units 7387 7,387
2
Totals 7,387 7,387| D
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Part 5 — Personal-use property (Do not include listed perscnal property)
Description Date of Proceeds Adjusted Cutlays Gain only Foreign
acquisition of cost base and expenses (column 520 less | source
YYYY/MM/DD disposition {dispositions) cols. 530 and 540)

510

550]

i [ ]
Note: Losses are not dedugtible Totals E
Part 6 — Listed personal property

Description Date of Proceeds Adjusted Qutlays Gain (or loss)  |Foreign
acquisition of cost base and expenses (column 620 less | source
YYYY/MMMDD disposition (dispositions) cols. 630 and 640)

600

650

[ L]

Note: Net listed personal property losses may only
be applied against listed perscnal property gains

Amount from line 655 is from ine 530 in Part 5 of Schedule 4

Subtract: Unapplied listed personal property losses from other years @

-~ Part 7 - Determining allowable business investment losses

Totals

Net gains {or losses)

Property qualifying for and resulting in an allowable business investment loss
Name of small business corporafion Shares, Date of Proceeds Adjusted Qutlays {Loss){column 920 |Foreign
enter 17| acquisition of cost base and expenses less cots. 930 | source
debl, | yyyymMMDD|  disposition (dispositions) and 940)
enter 2
900 Ed| EN 1920 930 940 |950]

i L L
Note: Properties isied in Part 7 sheuld nat be Totals G
included in any other parts of Schedule 6

Allowable business investmentliosses . ... ..... ... .0 Amount G x 50% = H

Enter amount H on line 406 of Schedule 1

- Part 8 - Determining capital gains or losses
Total of amounts A to F (do not include F if the amount is @loss) .o v 117,372 |
Foreign

Add: source

Capital gains dividend received in the YEAr . - oo v e 875 J

Capital gainis resesve opening balance (from Schedule 13) ... 880 K
Subtotal (add amounis 1, J, and K 117,372 L

Deduct: Capital gains reserve closing balance (from Schedule 13) ..o v 885 1,847 M

Capital gains or losses (amount L minus amount M) ..o oo vt 830 115,525
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2008-06-26 07:50 86375 9692 RCOG{
- Part 9 — Determining taxable capital gains and total capital losses
Capital gains or losses (amount from fine 830 @bOVE) .. .. o oo 115,525 N
Deduct the following gains that are included in the amount N:
Gain on donation of a share, debt obligation, or right listed on .
a designated stock exchange and other amounts under Foreign
paragraph 38(a.1) of the Income Tax Act source
reafized priorfo May 2,2008 . ... .......... x 50% = 0 D
Foreign
source
realized after May 1, 2008 . . . L. e P D
Subtotal: O plus P @ Foreign
Gain on donation of ecologically sensitive land .. . . .. source
realized prior to May 2, 20086 . ... .......... x 50% - Q D
Foreign
source
reglized after May 1, 2008 . . . L R D
Subtotal: Q plus R
Foreign
. . . . . SoUICE
Exempt portion of the gain on the donation of securities arising from the exchange
of a partnership interest under paragraph 38(a.-3} as proposed in federal BIC-80 .. ...... R-2 [I
Total: line 895 plus line 896 plus R-2 5
AmoUnt N MMINUS BITOUME S & o o o o e e e e e e e e e e e e e e e e e 115,525 7
Total capital losses: If amount T is a loss, enter # on line 210 of Schedule 4
Taxahle capital gains: If amount T is a gain, enter it on this ing and multiply . . . . ... 115,525 x 50% = 57,763 u
Enier amount U on line 113 of Schedule 1

T2SCHEE (08) Canad'éi
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I*I Canada Revenue  Agence du revenu SCHEDULE 7
Agency du Canada

CALCULATION OF AGGREGATE INVESTMENT INCOME AND ACTIVE BUSINESS INCOME

Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCOGO1 2007-12-31

e This schedule is for the use of Canadian-controlled private corporations to calculate:
— aggregate investment income and foreign investment Income for the purpose of determining the refundable portion of
Part | tax, as defined in subsection 129(4) of the lncome Tax Act
— specified partnership income for members of one or more partnership(s); and
— income from an active business carried on in Canada for the small business deduction.
® For more information, see the sections called "Smalt Business Deduction” and "Refundable Portion of Part 1 Tax" in the
T2 Corporation — income Tax Guide.

- Part 1 and Part 2 — Aggregate and foreign investment income calculation
Canadian Foreign Aggregate
investment investment income | investment income
income
Eligible portion of taxable capital gains included in the income for the year Ul OU
before taking into account the capital gains reserve (federal) of Schedule 13 58,686 58,686 A1
Reserve's eligible portion (addition/deduction) -924 A2
Eligible portion of taxable capital gains included in the income for the year
after taking into account the capital gains reserve (federal) of Schedtie 13
{total of amounts A1 and A2) 57,762 57,762 | A
Eiigible portion of allowable capital losses for the year DOT !
(including allowable business investment losses) 8
(
Net capital losses of other years claimed on line 332 on the T2 return
Total of amounts B and C
Amount A minus amount D (if negative, enier 0"} 57,762 57,762 E
Total income from property {in box 32 include income from a specified investment
business carried on in Canada other than income from a source outside Canada}
Taxable dividends 1,744 1,744
Other property income
. 018 0
Total income from property
1,744 1,744|F
04
Exempt income 029 G
Amoaunts received from NISA Fund No. 2 (AGRY!) that were included U
in computing the corporation's income for the year H
N . 049 06
Taxable dividends deductibie {total of Cotumn F on Schedule 3)
1,744 1,744 |
Business income from an interest in a trust that is considered 059 ;
property income under paragraph 108(5)(a} J
Total of amounts G, H, |, and J 1,744 1,744]K
Amount F minus amount K L
Total of amount E plus amount L 57,762 57,762|M
Total losses from properly (in box B2 include losses from a specified investment Uod W
business carfied on in Canada ather than a loss from a source outside Canada) N
. . . , D79 I 1erd O
Amount M minus amouni N (if negative, enter "0") 57 762 57 762
L 4

Note: The aggregate investment income is the aggregate world source income.

Enter amount L, foreign investment income, on line 445 of the T2 retumn.
Enter amount O, aggregate investment income, on fine 440 of the T2 return.

T2 SCH 7 E (06) Can 2 dIEi




WHESC - PIL 2007 080313.207 2007-12-31

2008-06-26 47:50

WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RCO00"

Net taxable dividends Canadian

Foreigh

Total

Taxable dividends deducted per schedule 3 i,744

1,744

Less: Expenses related to such dividends

Total expenses

Net taxable dividends 1,744

1,744

- Part 3 — Specified partnership income

A B

c

Total income (kss}
of partnership from
an active business

Partnership name

of amount
in column B

Corperation's share

D E F G H

Prorated business limit Column E minus
{column C = column B) = column G
[business limit* x (if negative,
{column F + 365)} enter "0")
(if column C is
negative, enter "0"

330

Number of
days in the
partnership's
fiscal period

Corporation's
income (loss) of
the partnership
(column C plus

column D)

Adjustments [add prior-year
reserves under subsection
34.2(5), and deduct
expenses incurred to earn
partriership income,
inciuding any reserve
under subsection 34.2(4)]

)*«

tesser of columns E
and G (if coumn E is
negative, enter "07)

Total g

Total 0

360

. | Corporation's losses for the year from an active business
carried on in Canada (other than as a member of a
- | partnership) — enter as a positive amount
Specified partnership loss of the corporation for the year
— enter as a positive amount (total of all negative amounts
in column E)
Total of lines 370 and 380
Amount at line 385 or line J, whichever is less
Specified partnership income (line 360 plus line 390)
* Use one of the following business limits to calculate column G, whichever applies:

e $250,000 if the corporation's tax year ends in 2004;

¢ $300,000 if the corporation's tax year ends in 2005 or 2006; or

* $400,000 if the corporation's tax year ends after 2006.

the loss is not netted against the partnership's income.

* \When a partnership carries on more than one business, one of which generates income and another of which realizes a loss,

— Part 4 — Determination of partnership income

- | Corporation's share of partnership income from active businesses carried on in Canada after deducting
related expenses — from line 350 above (if the net amount is negative, enter "0" on line O)

Add: Specified partnership foss (from line 380 above)

Deduct: Specified parinership income (from line 400 above)
Partnership income (enter on line S below)

oO==2r X
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2008-06-26 07:50 86375 9692 RCODD
: |- Part 5 — Income from active business carried on in Canada
Net income for income tax purpeses from line 300 ofthe T2 return .. ... oo 2,355,899 P
Deduct: Foreign business income after deducting related expenses* .......... m
Taxable capital gains minus allowable capital loss — amount A minus
amount B* (page 1) . 57,762
Net property income = amount F minus amount G, H, and N* (page 1) 1,744 Q
Personal services business income after deducting related expenses* m
59,506 » 59,506
Net amount 2,296,393 R
| Deduct: Partnership income (line 450 above) .. ... .. S
Income from active business carried on in Canada (enter on line 400 of the T2 return - if negative, enter "0") 2,296,393 T
* |f negative, add instead of subtracting.
*This amount may only be negative to the extent of any allowable business investment losses.
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Fixed Assets Reconciliation

. Reconciliaiion of change in fixed assets per financial statements to amounts used per tax return.

WELLAND HYDRQ ELECTRIC SYSTEM CORF
86375 9692 RCOO0

-r Tax return
Additions for tax purposes — Schedule 8 regular classes

2,141,153

Additions for tax purposes — Schedule 8 leasehold improvements

'|Operating leases capitalized for book purposes

Capital gain deferred

Recapture deferred

Deductible expenses capitalized for book purposes — Schedule 1

CDM election under 13(7.4) for prior year

+ + + + o+

151,867

Total additions per books

il

2,293,020 » 2,293,020

Proceads up to original cost — Schedule § regular classes

7,505

Proceeds up to original cost — Schedule 8 leasehold improvements

Proceeds in excess of original cost — capital gain

Recapiure deferred — as above

Capital gain deferred — as above

Pre V-day appreciation

Rounding difference

o+ 4+ % + + +

Total proceeds per books

7,500 P 7,500

- |Depreciation and amortization per accounts — Schedule 1

- 1,634,333

Loss on disposal of fixed assets per accounts

1

Gain on disposal of fixed assets per accounts

2,278

i1+

Net change per fax refurmn 653,465

- Financial statements
Fixed assets {excluding land) per financial statements
Closing net book value

20,057,451

Opening net book value

19,403,986

Net change per financial statements

653,465

13

If the amounts from the tax return and the financial statements differ, explain why below.
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Dol SSnsfeene S SCHEDULE 9
RELATED AND ASSOCIATED CORPORATIONS

Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCOOO1 2007-12-31

! This schedule is to be campleted by a corporation having one or more of the following:
— related corporation{s})
- associated corporations(s)

Name Country| Business Number | Rela- Nurnber of % of Number of % of Book value of
of resi- (Canadian fion- | comman shares | common preferred shares | preferred capital stock
dence corporation only) ship owned shares owned shares
(if ther fsee note 1) code owned owned

than (see
Canada) note 2}
100 1200} 300 400 | I 500 550 600} 650]
1! WELLAND HYDRO-ELECTRIC HOLD. 86360 4328 RCO00O1L | 1
2! WELLAND HYDRO ENERGY SERVICI 86375 9494 RCGO01L | 3
31 City of Welland AR 3
4t Welland WiFi Corp. 85056 2364 RCO00L | 3

Mote 1: Enter "NR" if & corporation is not registered.
Note 2- Enter the cede number of the relationship that applies fram the following order: 1~ Parent 2 — Subsidiary 3 — Associated 4 — Related, but not associated.

1+1

T2 SCH 9(99) Canada
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' I* I Canada Revenue  Agence du revenu SCHEDULE 10
Agency du Canada
CUMULATIVE ELIGIBLE CAPITAL DEDUCTION
. |Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCOO01 2007-12-31

- Foruse by a corporation that has eligible capital property. For more information, see the T2 Corporation Income Tax Guide.
* A separate cumulative eligible capital account must be kept for each business.

Part 1 — Calculation of current year deduction and carry-forward

", [cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter "0”) m 1,888,220 A
Add: Cost of eligible capital property acquired
during the taxationyear ..........
Other adjustments . .............
Subtotal (line 222 plus line 226) x 3/4 = B
Non-taxable portion of a non-arm’s length
transferor's gain realized on the transfer
of an eligible capital property to the
corporation after December 20, 2002 . m x 1/2 = c
amount B minus amount C (if negative, enter "0%) > D
Amount transferred on amalgamation or wind-up of subsidiary ... ... e E
Subtotal (add amounts A, D, and E) 1,888,220 F
Deduct: Proceeds of sale (less ouilays and expenses not
otherwise deductible) from the disposition of all
eligible capital property during the taxation year ....... M G
The gross amount of a reduction in respect of a forgiven
debt obligation as provided for in subsection 80(7) . . ... 244 H
Other adjustments . ... . ... ... oo 246 1
(add amounts G,H, and ) x 3/4 = m J
Cumulative eligible capital balance (amount F minus amoUnt J} e 1,888,220 K
(if amount K is negative, enter "g" at line M and proceed to Part 2)
' | Cumulative eligible capital for a property no longer owned after ceasing to carry on
FHAL DUSIIESS v v v e et e e et e e EE
! amount K 1,888,220
less amount from line 249
Current year deduction . ............. 1,888,220 x 7.00 % =1 132,175 *
(line 248 plus line 250) (enter this amount at line 405 of Schedule 1) 132,175 » 132,175 L
Cumulative eligible capital — Closing balance (amount K minus amount L) (if negative, enter 07 ... .. 300 1,756,045 M
* You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 365.

1+

T2 SCH 10 {04) Canada
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Part 2 — Amount to be included in income arising from disposition
(complete this part only if the amount at fine K is negative)
Amount from line K (show as positive amount) . . . ... ... o N
Total of cumutative eligible capital (CEC) deductions from income for taxation years
beginning after June 30, 1988 .. .. it 400 1
Total of all amounts which reduced CEC in the current or prior years under
SUBSECHON BO(7)  « v v o s ee e e et e e e e e 401] 2
Total of CEC deductions claimed for taxation years
beginning before July 1, 1988 .. ................. 402 | 3
Negative balances in the CEC account that were included
in income for taxation years beginning before July 1, 1988 4
Line 3 minus line 4 (if negative, enter "0 . ... ...... ... .. > 5
Totalof lines 1, 2an0 5 . .. ... e B
Amounts inciuded in income under paragraph 14{1)(b), as
that paragraph applied to taxation years ending after June
30, 1988 and before February 28, 2000, to the extent that
it is for an amount described atline400 . .. ... .. ... ... 7
Amounts at line T from Schedule 10 of previous taxation years
ending after February 27,2000 ....... . ... .. 8
Subtotal (fine 7 plus line 8) m > 9
Line 6 minus line 8 (if negative, enter "0 ... ... Lo o > O
Line N minus line O (if negative, enter "0") L . L. P
Line 5 x 1/2 = Q
Line P minus fine Q (if negative, enter "0") ... . R
Amount R x 2/3~= S
T

Amount N or amount O, whichever IS [885 . . . ot e e e e

Amount to be included in income {amount S plus amount T) (enter this amount on ling 108 of Schedule 1) m
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1+l

Agence du revenu
du Ganada

Canada Revenue
Agency

2007-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF

CONTINUITY OF RESERVES

86375 9692 RCO00

SCHEDULE 13

~ [Name of corporation

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Business Number

86375 9692 RCO001

Tax year end
Year Month Day
2007-12-31

. * & 9

For use by corporations to provide a continuity
References to parts, sections, subsections, paragraphs, an
File one completed copy of this schedule with the corporation’s
For more information, see the T2 Corporation Income Tax Guide.

Part 1 — Capital gains reserves

of all reserves claimed which are allowed for tax purposes.
d subparagraphs are from the federal Income Tax Act.
T2 Corporation income Tax Return.

]

be entered on line 885 of Schedule 6.

Description of property Balance at the Transfer on Add Deduct Balance at the
beginning of the amalgamation or end of the year
year wind-up of $ $ $
3 subsidiary
m m 003 mm
1| Reserve on Enerconnect dispos 1,847 1,847
008] o 010

Totals 1,847 1,847

The total capital gains reserve at the beginning of the taxation year plus the total capital gain
or wind-up of subsidiary should be entered on line 880, and the total capital gains reserve at

s reserve transfer on amalgamation
the end of the taxation year, should
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2007-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9692 RCO0D

Part 2 — Other reserves
Description Balance at the Transfer on Add Deduct Balance af the
beginning of amalgamation or $ % end of the year
the year wind-up of $
$ subsidiary
$
110 :
~ |Reserve for doubtiul
ldobts o 96,467 71,502 96,467 71,502
. |Reserve for undelivered ' L
oods and services
e ved L ] 487,206 99,487 487,206 99,487
U b
Reserve for prepaid
rent L D
B
[ Reserve for December 31, I:’
1995 income . .. ... ... ...
211 QU
|| Reserve for refundable D
Yoontainers ... ..o
210) g 2s| .
‘| Reserve for unpaid
Jamounts ... ... ... .o D
Insurance corporation policy D
Areserves .. ...l
Bankreserves . . ... ....... D
Other tax
‘lreserves . ............... D
| 270
Totals 583,673 170,989 583,673 170,989
|Enter "X" in the column above if the tax reserve has also been reported on the corporation's financial statements. This
‘| allows offsetting entries on Schedule 1, resulting in a zero effect on net income for tax purposes.
The amount from line 270 plus the amount from line 275 should pe entered on line 125 of Schedule 1 as an addition.
The amount from line 280 shouid be entered on line 413 of Schedule 1 as a deduction.

T2 SCH13 E{99)

L]

Canadi
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2007-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORF

86375 9592 RCO00

' Continuity of financial statement reserves (not deductible)

Financial statement reserves (not deductible)

Description Balance at the Transfer on Add Deduct Batance at the
beginning of amalgamation or end of the year
the year wind-up of
subsidiary
1j PiLs deferred revenue reserv 6,541 6,541
91 Pension Liability - non-current 1,416,801 1,462,941 1,416,801 1,462,941
3| Pension Liability - current 70,545 70,545
4| Smart Meter Reserve 40,359 99,487 40,359 99,487
5| Conservation Reserve 446,847 446,847
& Regulatory Asset Recoveries 1,338,412 2,971,512 1,338,412 2,971,512
Reserves from
Part 2 of Schedule 13 96,467 71,502 96,467 71,502
Totals 3,415,972 4,605,442 3,338,886 4,682,528

The total closing balance should be enier

| The totat opening balance plus the total transfers should be entered on line 414 of Schedule 1 as a deduction.
ed on line 126 of Schedule 1 as an addition.

i
|
8
H
I
i
i
|
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SCHEDULE 23
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I* . Canada Revenue  Agence du revenu
. Agency du Canada

AGREEMENT AMONG ASSOCIATED CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO
ALLOCATE THE BUSINESS LIMIT

« For use by a Canadian-controlied private corporation (CCPC) to identify all associated corporations and to assign a percentage
for each associated corporation. This percentage will be used to aliocate the business limit for purposes of the small business
deduction. information from this schedule will also be used to determine the date the balance of tax is due and to calculate the
reduction to the business limit.

» An associated CCPC that has more than one tax year ending in a calendar year, is required fo file an agreement for each
tax year ending in that calendar year.

Column 1: Enter the legal name of each of the corporations in the associated group. include non-CCPCs and CCPCs that
have filed an election under subsection 256(2) of the Income Tax Act (ITA) not ta be associated for purposes of
the small business deduction.

Column 2: Provide the Business Number for each corporation (if a corporation is not registered, enter "NR".

Column 3: Enter the association code that applies to each corporation:
1 . Associated for purposes of allocating the business limit (unless code 5 applies)
2 _CCPC that is a "third corporation” that has elected under subsection 256(2) not to be associated for
purposes of the small business deduction
3 _Non-CCPC that is a “third corporation” as defined in subsection 256(2)
4 - Associated non-CCPC
5 - Associated CCPC to which code 1 does not apply because of a subsection 256(2) election made by a "third corporation”
Column 4: Enter the business limit for the year of each corporation in the associated group. The business limit is computed at line 4 on
page 4 of each respective corporation's T2 return.
Column 5: Assign a percentage to allocate the business limit to each corporation that has an association code 1 in column 3.
The total of all percentages in column 5 cannot exceed 100%.
Column 6: Enter the business limit allocated to each corporation by multiplying the amount in column 4 by the percentage
in column 5. Add all business limits allocated in column & and enter the total at line A. Ensure that the total at line A
falls within the range for the catendar year to which the agreement applies:

Calendar year Acceptable range
2004 $225,001 to $250,000
2005 $250,001 to $300,000
2006 maximum $300,000
2007 $300,001 to $400,000

If the calendar year to which this agreement applies is after 2007, ensure that the total al fine A does not exceed $400,000.

— Aliocating the business limit
Year Month Day

| Date filed (A0 NOTUSE thiS BIEBY <. o e oo e oo 025 i
Year
Enter the calendar year to which the agreement applies ... m 2007
Is this an amended agreement for the above-noted calendar year that is intended to replace
an agreement previously filed by any of the associated corporations listed below? — ............... 075 IR D 2 No
1 2 3 4 5 8
Names of Business Asso- Business limit Percentage Business
associated Number of ciation for the year of the lirmit
corporations associated code | (before the allocation} | business allocated™
corporations $ fimit 3

%

El|En 350 [ 400 |

1| WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCOO01 1 400,000: 100.0000 400,000
5| WELLAND HYDRQ-ELECTRIC HOLDING CORP. | 86360 4328 RCO0O01 1 400,000
3| WELLAND HYDRO ENERGY SERVICES CORP. 86375 9494 RCO001 i 400,000
4| City of Welland NR 4 400,000
5| Welland WiFi Corp. 85056 2364 RCON01 1 400,000

Total; 100.0000 400,000!A
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* iBusiness limit reduction under subsection 125(5.1) of the ITA
The business limit reduction is calculated in the small business deduction area of the T2 return. One of the factors used in this calculation
. |is the "Large corporation amount” at line 415 of the T2 return. if the corporation is a member of an associated group** of corporations in the
_jcurrent tax year, the amount at line 415 of the T2 return is equal to 0.225% x (A - $10,000,000) where, "A" is the total of taxable capital
employed in Canada*** of each corporation in the associated group for its last tax year ending in the preceding calendar year.
*Each corporation will enter on line 410 of the T2 return, the amount allocated to it in column 6. However, if the corporation’s tax year is
less than 51 weeks, prorate the amount in column & by the number of days in the tax year divided by 365, and enter the result on
line 410 of the T2 return.
Special rules apply if a CCPC has more than one tax year ending in a calendar year and is associated in more than one of those

years with another CCPC that has a tax year ending in the same calendar year. In this case, the business limit for the second
(or subsequent) tax year(s) will be equal to the lesser of the business limit determined for the first tax year ending in the calendar year

and the business limit determined for the second (or subsequent) tax year(s) ending in the same calendar year.
= The associated group includes the corporation filing this schedule and each corporation that has an "association code” of 1 or 4

in column 3.
=*"Taxable capital employed in Canada" has the meaning assigned by subsection 181.2(1} or 181.3(1) or section 181.4 of the ITA.

1+l

Canadd

_+ T2 5CH 23 (06)
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I* I Canada Revenue  Agence di revenu SCHEDULE 31
Agency du Canada

INVESTMENT TAX CREDIT — CORPORATIONS

'~ General information
1. For use by a corporation that during a tax year:
s earned an investment tax credit (ITC);
e s claiming a deduction against its Part ! tax payable;
e is claiming a refund of credit earned during the current tax year,
e is claiming a carryforward of credit from previous {ax years,

* s transferring a credit following an amalgamation or wind-up of a subsidiary, as described under subsections 87(1) and
88(1) of the federal income Tax Act;

* s requesting a credit carryback; or
» is subject to a recapiure of [TC.

2. References o parts, sections, and subsections on this schedule are from the federal Income Tax Act and the federal Income Tax Regulations.
References to interpretation bulletins and information circulars are to the latest versions.

13, The ITC is eligible for a three-year carryback {if not deductible in the year earned). It is also eligible for a twenty-year carryforward for crediis earned in tax
years that end after 1997 and & ten-year carryforward for credits earned in tax years that end before 1998. The apprenticeship job creation tax credit can
only be carried back to tax years that end after May 1, 2006.

4. |nvestments or expenditures, as defined in subsection 127(9) and Part XLV of the federaf ihcome Tax Regulations, that earn the
ITC are:
» qualified property (Parts 4 to 7);
» qualified expenditures that are part of the SR&ED qualified expenditure pool (Parts 8 to 17). Complete and file Form T661, Claim for Scieniific
Research and Experimental Development (SR&ED) Carried out in Canada,
» pre-production mining expenditures (Parts 18 to 20);
* apprenticeship job creation expenditures (Parts 21 to 23); and

» child care spaces expenditures (Parts 24 to 28).

5. Aftach a compieted copy of this schedule with the T2 Corporation Income Tax Return.

|6. For more information on ITCs, see the section called "Investment Tax Credit" in the T2 Corporation — income Tax Guide, Information Cireular
IC 78-4, Investment Tax Credit Rates, and its related Special Release. Also, see Interpretation Bulletin {T-151, Scientific Research and
Experimental Development Expenditures.

7. For information on SR&ED, see Interpretation Bulletin IT-151, Scientific Research and Experimental Development Expenditures; Information
Circular 86-4, Scientific Research and Experimental Development; Pamphlet T4052, An introduction fo the Scientific Research and Experimental
Development Program; and Guide T4088, Claiming Scientific Research and Experimental Development — Guide to Form T6617.

~ Detaifed information

1. For the purpose of this schedule, "investment” means:
The capital cost of the property {excluding amounts added by an election under section 21}, determined without reference to subsections 13(7.1} and
13(7.4), minus the amount of any govemnment or non-government assistance that the corporation has received, is enfitled te receive, or can
reasonably be expected 1o receive for that property when it files the income tax return for the year in which the property was acquired.

2 AniTC deducted or refunded in a tax year for a depreciable praperty, other than a depreciable property deductible under paragraph 37(1)b), reduces the
capital cost of that property in the next tax year. |t also reduces the undepreciated capitaf cost of that class in the next tax year. An ITC for SRAED
deducted or refunded in a tax year will reduce the balance in the pool of deductible SR&ED expenditures and the adjusted cost base (ACB) of an
interest in a partnership in the next tax year. An ITC from pre-preduction mining expenditures deducted in a tax year reduces the balance in the pool of
deductible cumulative Canadian exploration expenses in the next tax year.

3. Propetty acquired has to be "available for use" before a claim for an ITC can be made.

4. Qualified expenditures for SR&ED and capital costs for a property gualifying for an ITC must be identified by the claimant on Form T661 and Schedule 31
no later than 12 months afier the claimant's income tax retur is due for the tax year in which the expenditures or capital costs were incurred.

5. Partnership allocations - Subsection 127(8) provides for the allocation of the amount that may reasonably be cansidered to be a partner's share of the
ITCs of the partnership al the end of the fiscal period of the partnership. An allocation of ITCs is generally considered to be the partner's reasonable
share of the [TCs if it is made in the same praportion in which the partners have agreed to share any income or loss and if section 103 of the Act is
not applicable for the agreement to share any income or loss. For more information, see tnterpretation Bulletin IT-151. Special rules apply to specified
and limited partners.

8. For SR&ED expenditures made after February 22, 2003, the expression "in Canada” includes the "exclusive economic zone” {as defined in the Oceans
Act to generally conslst of an area that is within 200 nautical miles from the Canadian coastline), including the airspace, seabed and subsadil for that
zone. For SR&ED expenditures made before February 23, 2005, the expression "in Canada" generally inciudes the 12 nautical mile tervitorial sea.

T2 $CH 31 E (08) Canad'ii
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Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP, 86375 9692 RCO0Q1 2007-12-31
~Part 1 ~ Investments, expenditures and percentages
' Specified
Investments percentage
Qualified property acquired primarily for use in Newfoundland and Labrador, Prince Edward Island, Nova Scotia,
{New Brunswick, the Gaspé Peninsula, or a prescribed offshore FEQION  ee e e 10 %
Expenditures
If you are a Canadian-controlled private corporation (CCPC) throughout the tax year, this percentage
| may apply ta the portion that you claim of the SR&ED qualified expenditure poal that does not
exceed your expenditure it (568 PAM 10) .+ v oo n s %%
Note: 1f your current year's qualified expenditures are more than the corporation's expenditure fimit (se2
Part 10), the excess is eligible for an ITC calculated at the 20 % rate.
.| 1§ you are a corporation that is not a CCPC throughout the current tax year that incurred qualified
expenditures for SR&ED in any area in Canada after 1995 oo v 20 %
If you are a taxable Canadian corporation that incurred pre-production mining expenditures:
B A S A 7%
€ BREE D004 e e e 10 %
If you paid salary and wages to apprentices in the first 24 months of their apprenticeship contract for
|ermployment 8fier May 1, 2008 <o h s ek e et 10 %
i you incurred eligible expenditures afier March 18, 2007, for the creation of licensed child care
spaces for the children of your employees and, potentially, for other childran L. 25 %

- Part 2 - Determination of a qualifying corporation
Is the corporation a qualifying corporaion? .. e m 1Yes D 2No

Far the puspose of a refundabie ITC, a qualify ing corporation is defined under subsection 127.1(2). The corporaticn has to be a CCPC throughout the
eurrent tax year and the taxable incame {befare any loss carrybacks) for its previous tax year cannot be more than its business [imit for that previous
year. If the corporation is associated with any other corporations during the tax year, the total of the taxable incomes of the corporation and the
associated corporations (before any loss carrybacks), for their last tax year ending in the previous calendar year, cannot be more than the total of

their business limits for that fast year.

Note: A CCPC calculating a refundable ITC for tax years ending before March 23, 2004, is considered to be associated with another corporation
if it meets any of the conditions in subsection 256(1). For tax years ending after March 22, 2004, the association rule remains the same

except where:
e one corperation is associated with another corporation solely because one or more persans own shares of the capital stock

‘ of both corporations; and
* gne of the corporations has at least one shareholder who is not common to both corporations.

If you are a qualifying corporation, you will earm a 100% refund on your share of any ITCs earned at the 35% rate on qualified current expenditures
for SR&ED, up to the allocated expenditure limit. The 100% refund does not apply to qualified capital expenditures eligible for the 35% credit raie.
They are only eligible far the 40% refund.

Some CCPCs that are not qualifying corporations may also earn a 100% refund on their share of any ITCs eamed at the 35% rate on qualified
current expenditures for SR&ED, up to the allocated expenditure fimit. The expenditure limit can be determined in Part 10. The 100% refund
does not apply to qualifisd capital expenditures eligible for the 35% credit rate. They are only eligible for the 40% refund.

The 100% refund will not be avaitable to a corporation that is an excluded corporation as defined under subsection 127.14(2).
A carporation is an excluded corporation if, at any time during the year, it is a corporation that is either controlled by (directly or
indirectly, in any manner whatever) or is refated to:

a) one or more persons exempt from Part | tax under section 149,
b) Her Majesty in right of a province, a Canadian municipality, or any ather public authority; o
c) any combination of persons referred to in a) or b) above.

- Part 3 — Corporations in the farming industry
Complete this area if the corporation is making SR&ED contributions

1s the corporation claiming a contribution in the current year to an agricultural organization
whose goal is to finance SR&ED work {for example, check-off dues)? ... .. m 1 Yes D 2No

If yes, complete Schedule 125, income Statement Information, to identify the type of farming industry the corporation is involved in.
Eor more information on Schedule 125, see the Guide ta the General Index of Financial Information (GIFI) for Corporations.
Enter contributions on line 350 of Par 8.
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QUALIFIED PROPERTY

~Part 4 - Eligible investments for qualified property from the current tax year

CCA* class Description of investment Date available Location used (province) Amount of
nuenber for use investment

i 105 8 110} 115] 120] 125 )

*CCA: capital cost allowance

Total investment — enter in formula on line 240 in Part 5

Part 5 — Calculation of current-year credit and account balances — ITC from investments in qualified property

ITC atthe end of the Previous taX YEAr ... v v v oo r s s

Deduct:
Credit deemed as a remittance of co-op corporations ..o e %
Credit eXpired® e
_ Subtotal >
|iTG at the beginning Of (e tAXYEA .« oot o e m
Add:
Credit transferred on amalgamation or wind-up of subsidiary ... ‘230
[TC fram repayment of @ssSistance .. .o 235
Total current-year credit: total of column 125 X 10% = 2_40
Credit allocated from a partnership -« o v e 250
Subtotal | 2
| Totatereditavailable Lo
Deduct:
Credit deducted from Part | tax (enteron line B1in Part30) . ... ... oo v @
Credit carried back to the previous year(s) (from Part8) . ... A
Credit fransferred to offset Part VIl tax liability .. .. ..o oo i o m
Subtotal »
| Credit balance e = S I B
'| Deduct:
Refund of credit claimed on investments from qualified property (fromPart 7} . m
; ITC closing balance of investments from qualified property ... .o .o m

* The credit expires after 20 tax years if it was earned in a tax year ending after 1997 and 10 tax years if it was earned in a
tax year ending before 1998.

.- Part 6 — Request for carryback of credit from investments in qualified property

Year | Month | Day
st previous taxyear | b e Credit to be applied 901
ond previous taxyear || e Creditto be applied Y3
ard previous fexyear L] e Credit to be applied LSS

Total (enter on line A in Part 5)

_Part 7 — Calculation of refund for qualifying corporations on investments from qualified property

Current-year {TCs (fotal of lines 240 and 250 in Part -3 T T T T T I I I C
Credit balance before refund {amount B from Part 5) ... ... D
Refund { 40 9 of amount C oF D, whichever is I858) .. . oo oot e E

Enter amount E or & lesser amount on fine 310 in Part 5 (also enfer it on line 780 of the T2 return if the corporation does not claim an SR&ED ITC refund).
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Name of corporation ' Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RC0Q01 2007-12-31
SR&ED
. ~Part 8 — Qualified expenditures for SR&ED
Current expenditures (including contributions o agricultural organizations for SREEDY e 350
|Capial BXpENdIUIES e e 360
.| Repayments made ir the year {from line 560 on Form TBET) e e e 370
Total (this must equal the amount frombina 570 on Form TBETY® . oo e 380

* Do not file form T661 if you are only ciaiming contributions made to agricuttural organizations for SR&ED.

"~ Part 9 - Components of the SR&ED expenditure limit calculation
Part 9 only applies if the corporation is a CCPC throughout the current tax year.
Note: A CCPG that calculates SR&ED expenditure jimit for tax years ending before March 23, 2004, is considered to be associated with
another corporation if it meets any of the conditions in subsection 256(1). This also applies for tax years ending after March 22, 2004,
except where:

 one corporation is associated with another corporation solely because one or more persens own shares of the capital stock of the

corporation; and
» one of the corporations has at least one shareholder who is not common to both corporations.

T

‘| Complete lines 390 and 395 if you answered no to the question at line 385 above or if the corporation is not associated
- |with any cther corporations (the amounts far associated corporations will be determined on Schedule 49).

s the corparation associated with another CCPC for the purpose af calculating the SR&ED expenditure
BH ivel] 2nolX]

a) Enter your taxable income for the previous tax year™ (prior to any loss carry-backs applied) . ... oo @ 1,768,079
" Ib) Enter your reduced business limit™ for the current tax year* {this amount cannot be more than
the amount at line 4 on page 4 of the T2Teturn) ..o v e m o T @

* 1 gither of the tax years referred to af line 380 or 395 is less than 51 weeks, multiply the texable income or the business limit by the following result:
355 divided by the number of days in these tax years. For details on the expression "Reduced business limit," see line 652 of the T2 Corporation
— Income Tax Guide.

=% |f the corporation is claiming only a portion of the business limit from line 4 on page 4 of the T2 return because of its association with ofher
corporations, calculate your reduced business limit as if the corporation was not associaied in the current tax year. Enter the resuit at line 395.

- Part 10 — Calculation of SR&ED expenditure limit for a CCPC throughout the current tax year

‘| For stand-alone corperations:

Excess (if negaive, @NEEr"0") oot
Taxable capital used in
Canada for previcus tax year

Line G3 X 40,000,000 — { 32,681,851 — 10,000,000 ) =
40,000,000
Line G4 X Number of days after February 25,2008 . - - - - - =
Number of days in the tax year 365

SR&ED expenditure fimit - Add lines G2 and G5) -« ... oo T
For associated corporations:

If assoclated, the allocation of the SR&ED expenditure limit as provided on Schedule 49 ... oo e m
Where the tax year of the corporation is less than 51 weeks, calculate the amount of the expenditure fimit as follows:
Line G orH X Number of days in the tax year 365 = ... ...,
365
Your SR&ED expenditure limit for the year {enter the amount from line G, H, or i, whichever applies)  ............ m

= |f your tax year immediately follows a tax year that ended before 2007, the references 1o $6,000,000 and $400,000 should
be $5,000,000 and $300,000 respectivealy.

** Amount G ar H cannot be more than $3,000,000 ($2,000,000 for a tax year that ended before February 26, 2008).

Calculation of the $2,000,000 SR&ED expenditure limit $ 5,000,000 *
Subtract: line 390 from Part 9 or $400,000%, whichever is more . . .o - e e 1,768,079 % 10 7 17,680,790
Excess (if negafive, enter"0”) ..o T e F
Line ¥ X Lre395 e = G1

Line 4 on page 4 of the T2 return 400,000
Line G1 bt Number of days before February 26, 2008 365 ... = G2
Number of days in the tax year 365

Calculation of the $3,000,000 SR&ED expenditure limit $ 7,000,000

Subtract: line 390 from Part 9 or $400,000, whichever is more” .. ..o 1,768,079 X 10 = 17,680,790

G3

G4

G5

**G

oo
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- Part 11 — Calculation of investment tax credits on SR&ED expenditures

Enter whichever is less: current expenditures (line 350 from Part 8) or

Ihe expenditure limit (ine 410 from Part 10)* . ...« a o 420 X 35% = J
Line 350 minus line 410 (if negative, enter"0) . ... .. 430 X 20% =

Line 410 minus line 350 (if negative, enter "07) . ..o

Enter whichever is less: capital expenditures (line 360 from Part 8}

OF e L BDOVE® e e e e e e e e 440 X 3B% = M
Line 350 minus line L (if negative, enter "0") v ..o 450 X 20% = N
Repayments {amount from line 370

nPart8) ...

If a corporation makes a repayment 460 X 359% =

of any gavernment or non-government o =

assistance, or contract payments 470 X 30 % ~

that reduced the amount of qualified 480 X 20% =

expenditures for (TC purposes, the Total » 0

amount of the repayment is eligible
for a credit at the rate that would
have applied to the repaid amount.
Enter the amount of the repayment
on the line that corresponds to the
appropriate rate.

Gurrent-year SR&ED ITC (total of lines J, K, M, N, and O; enter on line 540 in Part 12) e e e e

* For corporations that are not GCPCs threughout the year, enter "0" on lines J and M.

© - Part 12 — Calculation of current-year credit and account balances — ITC from SR&ED expenditures

ITC atthe end of the Previous taX YEAE . oo v v vw v o v n e e s s T
Deduct:
Credlt Geemed as a remiitance of go-op corporations .. ..o %
Credil expired® oo e
Subtotal >
ITC atthe beginning of the fax YEar .+ oot e m
Add:
Credit iransferred on amalgamation o wind-up of subsidiary ... 530
Toal CUITENt-YERF CREd)t -« v vv v oo v e e e n e s 540
Credit allocated from @ pantnership . oo oo e 550
Subtotal >
Total credit aVallAbIE . e e e e e e T
Deduct:
Credit deducted from Part | tax (enter on fine B2in Part30) . .....covveevrome m
Credit carried back to the previous year(s) (from Part 13) e P
Credit fransferred to offset Part Vil tax liability ... v oo e e @
Subtotai |
Credit balance BEfore TefUNG  « o« v oo e e T Q
Deduct:
Refund of credit claimed on expenditures of SRAED (from Part 14 or 15, whichever applies) . .. ..o m
ITC closing balance on SREED ... oot s @

The credit expires after 20 tax years if it was earned in a tax year ending after 1997 and 10 tax years if it was earned in a tax year ending before 1998.

~Part 13 — Request for carryback of credit from SR&ED expenditures

Year | Month | Day
T TRt A A— L Credit 1o be applied
R T e - A E— L Credit to be applied
R TRt A S — L Credit to be applied

Total (enter on line P in Part 12)
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~|Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO0O01 2007-12-31
_Part 14 — Calculation of refund of ITC for qualifying corporations — SR&ED
Complete this part only if you are a qualifying corporation as determined at line 101,
|Is the corporation an excluded corporation as defined under subseciion 127.1(2)7 . . .o e m 1Yes D 2 No
: Credit balance before refund (amount Q fram Part 12} ... .. .o v R
Current-ysar [TC (lines 540 plus 550 from Part 12 minus line O from Part 11) S
Refundable credits (armouni R or S, whichever is [BSS)Y o e e T
AmountJfrom Part 11 L u
Subtract: Amount T or U, whichever IS [BSS . oo oo v v
Net amount (if negative, 8nfer "0") ..o w
Amount W X A0 % e X
A AMOUME Y v oo e e e e e e e e e e Y
Befund of ITC (amounts X plus Y — enter this, or a lesser amount, on line 610N Part 12) .. .o z
Enter the total of lines 310 from Part 5 and 610 from Part 12 an line 780 of the T2 return.
* if you are also an excluded corporation [as defined in subsection 127.1(2)], this amount must be multiplied by 40%.
Claim this, or a lesser amount, as your refund of ITC on line Z.
~ Part 15 — Calculation of refund of ITC for CCPCs that are not qualifying or excluded corporations — SR&ED
Complete this Bex only if you are & CCPC that is not a qualifying or excluded corporation as determined in Part 2,
Credit balance before refund (amount Q from Parl 12} .o e e Ab
Amount J from Part 11 R P BB
Subtract: Amount AA or BB, whichever is 1885 . ...t e cC
Net arnount (i negative, @nter "0") ... DD
Amount MErom Par 11 e e EE
| Amount DD or EE, whichever is less X A0 % e e e e FF
Add i AMOUM GO BHOVE v e e a e e e e GG
| Refund of ITG (amounts FF pIus GG) ..o v v i o m v HH
Enter HH, or a lesser amount, on line 610 in Part 12 and also on fine 780 of the T2 refurn.
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RECAPTURE — SR&ED

_ I'You will have a recapture of ITC in a ysar when all of the following conditions are met:

e you claimed the cost of the property as a qualified expenditure for SR&ED on Form TEE1;

to transfer qualified expenditures; and

Note

to the purchaser based on the historical ITC rate of the original user.

tax year, add the amount of the ITC recapture to the SR&ED expenditure pool.

-|the calculation formats below.

-Part 16 — Calculating the recapture of ITC for corporations and corporate partnerships — SR&ED

» you acquired a particular property in the current year or in any of the 20 previous tax years, if the credit was earned in a tax year ending
after 1997, or in any of the 10 previous tax years, if the credit was earned in a tax year ending before 1998;

» the cost of the property was included in calcalating your ITC or was the subject of an agreement made under subsection 127(13)

e you disposed of the property or converted it to commercial use after February 23, 1998. This condition is also met if you disposed
of or converied 1o commercial use a property that incorporates the particular property previously referred fo.

The recapture does not apply if you disposed of the property to a non-arm's length purchaser who intended fo use it ali or substaniatly
all for SR&ED. When the non-arm's fength purchaser fater sells or converts the property to commercial use; the recapture rules will apply

You will report a recapture on the T2 return for the year in which you disposed of the property or converted it to commercial use. In the following

If you have more than one disposition for calculations 1 and 2, complete the columns for each disposition for which a recapturs applies, using

WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RCO00"

— Cateulation 1 ~ If you meet all of the above conditions

Amount calculated using ITC rate
at the date of acquisition
{or the original user's date of acquisition)
on either the proceeds of disposition
{if sold in an arm's length transaction)
or the fair market vaiue of the property
(in any other case)

700 710

Amount of ITC you originally calculated
for the property you acquired, or the
original user's [TC where you acquired the
property from a non-arm's length party, as
described in the note ahove

Amount from column 700 or 710,
whichever is less

]

Subtotal (enter this amount on line LL in Part 17}

— Calculation 2 - Only if you transferred all or a part of the qualified expenditure to another person under
an agreement described in subsection 127(13); otherwise, enter nil at line JJ in Part 186.

A B

Proceeds of disposition of the property
if you dispose of it to an arm's length
person; or, in any other case, enter
the fair market value of the property at
conversion or disposition

730

Raie percentage that the transferes
used in determining its ITC for gualified
expenditures under a
subsection 127(13) agreement

c

Amount, if any,
already provided for in Calculation 1
(This allows for the situation where only
part of the cost of a property is transferred
under a subsection 127(13) agreement.)
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Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

— Calculation 2 {continued) ~

- Part 16 — Calculating the recapture of ITC for corporations

Only if you transferred ail or a part of the qu
described in subsection 127(13); otherwise,

enter nil on line JJ below.

and corporate parinerships - SR&ED (continued)

alified expenditure to another person under an agreement

B

Amount determined by the formula
(AxB)-C

E F

{TC earned by the transferee for the

qualified expenditures that were transferred whichever is jess

Amount from golumn D or E,

l—

Eer amount OO at iine A1 in Part 29.

Total recapture of SR&ED investment tax credit — Add lines LL, MM and NN

750
Subtotal (enter this amount on fine MM in Part 17) J
Calculation 3
As a member of the partnership, you will report your share of the SR&ED ITC of the partnership after the SR&ED ITC has been reduced by the
amount of the recapture. if this amount is a positive amount, you will report it on fine 550 in Par 12 on page 5. However, if the partnership does
not have enough [TC otherwise available to offset the recapture, then the amount by which reductions to ITC exceed addifions (the excess) wil
be determined and reported on line KK below.
Corparate pariner's share of the excess of SR&ED ITC {amount to be reported on line NN in Part 17} KK
- Part 17 - Total recapture of SR&ED investment tax credit
Recaptured ITC for caleulation 1 fram line i PArt 16 oo oo T T LL
Recaptured ITC for calculation 2 from ne JJin Part 16 above o s e T MM
Recaptured ITG for calculation 3 from line KK in Pat 46 @bove - v c s s s NN
00
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PRE-PRODUCTION MINING

- Part 18 — Pre-production mining expenditures
Exploration information

1A mineral resource that qualifies for the credit means 3 mineral deposit from which the principal mineral to be extracted is diamond, a base or precious
metal deposit, or a mineral deposit from which the principal mineral to be extracted is an industrial mineral that, when sefined, resuits in a base or

precious metal.

| in column 800, list all minerals for which pre-production mining expenditures have taken place in the tax year and after 2002,

List of minerals
1800

"|For each of the minerals reported in column 800 above, identify each project, mineral title, and mining division where titie is registered. If there is no
mineral title, identify the project and mining division only,

Project name Mineral title Mining division

T 06 o7 |

L

Pre-production mining expenditures *

Pre-production mining expenditures that the corporation incurred in the tax year and after 2002, for the purpase of
determining the existence, location, extent, or quality of a mineral resource in Canada:

PrOSPECHING « v e e e e T PP
Geological, geophysical, or geochemical SUIVEYS v v oo e s QQ
Drilling by rotary, diamond, percussion, or OHEr MEthOOS v o e v e e e RR
" | Trenching, digging test pits, and preliminary SAMPING e v e S8
Pre-production mining expenditures incurred in the tax year and after 2002 for bringing & new mine in a minaral
ressurce in Canada into preduction in reasonable commercial quantities and incurred before the new mine comes into
preduction in such quantities:
Clearing, removing overburden, and SIPPING  ++ v oo oo s e 820 T
Sinking a mine shaft, canstructing an adit, or other underground entry .- w e 8§21 uu
Other pre-production mining expenditures incurred in the tax year and after 2002:
Description Amount
Add amounis at column 826 > WV
Total pre-production mining expenditures {add amounis PP to VV) m
Deduct: Total of all assistance (grants, subsidies, rebates, end forgivable loans) or reimbursements that the corporation
nas received o is entitied to recsive in respect of the amountts referred to at fine 830abave ... m
Excess (line 830 minus fine 832} (if negative, enter "0") WWwW
Add: Repayments of government and non-government assistance .. e - e e m X
YY

Pre-production mining expenditures (amount WW plus amount XX) ..o e e

* A pre-production mining expenditure is defined under subsection 127(9) and does not include an amount renounced
under subsection 86(12.6).
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Name of corporation Business Number Tax year-end j
year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

- Part 19 - Calculation of current-year credit and account balances — |TC from pre-production mining expenditures

ITC 2t the end of the Previous IAX YEAI  + «« o v o v v n e v mm s s

Deduct:
Credit deemed as a remittance of co-op corporations . ... i 841
o L e 845
Subtotal >
{1TC ot the boginning Of IE TRXYEAT  + « + « « + oo oo oo e E
Add:
Cresit transferred on amalgaration or wind-up of SUbsidiary -+ 860
Expenditures from iine YY, Part 18,
incurred N 2003 ..o c e 865 X 5% = 7z
Expenditures from line YY, Part 18,
noUMed in 2004+ v 867 X 7% = AAA
Expenditures from line YY, Part 18,
ineurred after 2004 e e x 10% = BBB
Total current-year credit (add amounts ZZ, AAA, and BBB) . .o 580 >
Total Credit QVAIEDIE . e e e e e T
Deduct:
Credit degucted from Part | tax (enter on line B3 in Pat30) ... oo v e e 885
Credit carried back to the previcus year(s) {from Part 20} ... oo e e e CCC
Subtotal >
890

ITC closing balance from pre-production mining expenditures ...

* The credit expires after 20 tax years if it was sarned in a tax year ending after 1997 and 10 tax years if # was earned in a tax year ending before 1858.

- Part 20 — Request for carryback of credit from pre-production mining expenditures

Year 1 Month | Day

Credit to be applied

| st TR et . A e — R
e o A e——— Credit to be applied

R T S A S—— Credit to be applied
Totai (enter on line CCC in Part 19)

L
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APPRENTICESHIP JOB CREATION

WELLAND HYDRO ELECTRIC SYSTEM CORP

86375 9692 RCOO0

' ~Part 21 — Calculation of total current-year credit — ITC from apprenticeship job creation expenditures

_ {If you are a related person as defined under subsection 251(2), has it been agreed in writing that you are the anly
employer who will be claiming the apprenticeship job creation tax sredit for this tax year for each apprentice whose
coniract number (or social insurance number or name) appears helow? (If not, you cannat claim the tax credit.)

For each apprentice in their first 24 months of the apprenticeship, enter the appre
territory, under an apprenticeship program designed to cextify or ficense individual
If there is no contract number, enter the social insurance number {SIN} or the nam

s in the trade. For the province, the trade must be a Red Seal tr

1 YesD

nticeship contract number registered with Canada, or a province or

e of the eligible apprentice. Also enter the name of the eligible trade,

ZNOD

ade.

the eligible salary and wages* payable for employment after May 1, 2006, and 10% of this amount. Then enter the lesser of 10% of eligible salary
and wages or $2,000.
A B c D E
Coniract number Name of eiigible trade Eligible salary and Celumn C x Lesser of
{SIN or name of apprentice} wages” 10 % column D or
$ 2,000
601) 602} 603 1604 605
1.] 504690223 Powerling Tech 28,316 2,832 2,000
2.| 526025143 Poweriine Tech 27,497 2,750 2,000
3.
Total current-year cradit (enter at line 640) 4,000
* Net of any other government or non-government assistance received or to be received.
— Part 22 — Calculation of current-year credit and account balances — ITC from apprenticeship
job creation expenditures
|ITC atthe end of the praviols tBXYBEF . .o v vt s
Deduct:
Credit deemed as a remittance of co-op corporations ... ... e e e %
Credit expired after 20 LAX YEAIS . . oo - e
Subtotal >
ITC atthe beginming of SNE EAXYBAE  « o oo oo e T @
Add:
Credit transferred on amalgamation or wind-up of subsidiary - . oo _630
ITC from repayment of assistance ... ... 635
Totel current-year credit {total of cOMN B0B) oo oo ovvvv e 640 4,000
Credit allocated from a partnership  « o oo v o i e 855
Subiotal 4,000 » 4,000
Total CEdit BVAIADIE o e e e e e e 4,000
Deduct:
Credit deducted from Parl | tax (enter on [ine B4in Part30) . ..o vvv oo vee e e @ 4,000
Credit carried back to the previous year(s} (from Part 23} . ... ..o e DDD
Subtotal 4,000 » 4,000

[TC closing balance from apprenticeship job creation expenditures

- Part 23 - Request for carryback of credit from apprenticeship job creation expenditures

Carryback of this credit is restricted to tax years ending after May 1, 2006.

Year | Month | Day

Credit to be applied

1st previous tax year
2nd previous tax year

Credit to be applied

3rd previous taxyear L) et Credit 1o be applied

Total (enter on fine DDD in Part 22)
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Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

CHILD CARE SPACES

- Part 24 — Eligible child care spaces expenditures
Enter the eligible expenditures that the corporation incurred after March 18, 2007, to create licensed child care spaces for the children of the employees and,
potentially, for other children. The corporation is not a child care services business, The eligible expenditures include:

* the cost of depreciable property (other than specified property); and

* the specified child care start-up expenditures;
acquired or incurred only to create new chiid care spaces at a ticensed child care facility.

~ Cost of depreciable property from the current tax year

CCA* class number Description of investment Date available for use Arnount of investment

1.
*CCA; capital cost allowance _
Cost of depreciable property from the current tax year EEE
Add; Specified child care start-up expenditures from the currenttax year ..o 705 FFF
GGG

Total gross eligible expenditures for child care spaces (line 715 plus line 705) o« v o v s

- | Deduck: Total of alf assistance (including grants, subsidies, rebates, and forgivable foans) or reimbursements that
the corporation has received o is enfitled $o receive in respect of the amounts referred fo at line GGGS) . . - . . . .- 725 HHH

Excess (amount GGG minus amount HHH) (if negative, enter "0") 1l

735 JJJ

Add: Repaymenis of government and non-government assistance ... e s e

Total eligible expenditures for child care spaces (amount {ll plus amount JUDY e
N
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~Part 25 — Cailculation of current-year credit — ITC from child care spaces expenditures

The credit is equal to 25% of eligibie child care spaces expenditures incurred after March 18, 2007, to a maximum of $10,000 per child care space creatsd
in & licensed child care facility.

Eiigible expenditures {line 745)

X 25% = KKK|
Number of child Care SPEGES  « .+« v v v v e e e X $ 10,000 = LLL
ITC from child care spaces expenditures {amount KKK or LLL, whichever is [B58) e e MMM

- Part 26 — Calculation of current-year credit and account balances — ITC from child care spaces expenditures

ITC at the end of the previous tax year

Deduct:
Credit deemed as a temittance of co-op carporations ... ..o oo e 7_55
Credit expired after 20 [EX YEAIS .. . oo 770
Subtotal >
ITC at the beginning of the tax year

...................................................
Add:

Credit transferred on amaigarmation or wind-up of subsidiary
Total current-year credit (amount MMM above)
Credit allocated from a partnership

>
Total credit aVailable o o o e e e e e e e e e e aaaseee s
Deduct:
Credit deducted from Part 1tax (enferon line BSinPart30y . ... ...« oo vven s 785
Credit carried back to the previous year(s} (from Part 27} . ... ... .. ... - NNN
Subtatal >
ITC closing balance from child care spaces expenditures ... 790

-~ Part 27 — Request for carryback of credit from child care space expenditures

Year t Month ‘ Day
1st previous tax year 2006-12-31 | e Credit to be applied
*| 2nd previous tax year 2005-12-31 1 e Credit to be applied
| 3rd previous tax year 2004-12-31

...................... Credit to be applied ‘
Total (enter on line NNN in Part 26)
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MName of corporation . . Business Number Tax year-end

WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCOGO1 2007-12-31

Year Month Day

RECAPTURE ~ CHILD CARE SPACES

The ITC will be recovered againsi the taxpayer's tax otherwise payable under Part ! of the Act if, at any time within 60 months of the day on which the
 |taxpayer acquired the property;
» the new child care space is no longer available; or
» property that was an eligible expenditure for the child care space is:
— disposed of or ieased to a lesses; or
— converted to another use.

If the property disposed of is a child care space, the amount that can reasonably be
considered to have been included in the original ITC (paragraph 127{27.12){&)) ... e e

- Part 28 — Calculating the recapture of ITC for corporations and corporate partnerships — Child care spaces—— |

ZZ7

in the case of eligible expenditures (paragraph 127(27.12)(b)), the lesser of:

‘The amount that can reasonably be considered to have been included in the original ITC . 795

259% of either the proceeds of dispasition (if sold in an arm's length transaction)
or the fair market value (in any other case) of theproperty . ... v oo v e 797

Amount from line 705 or line 797, whichever Is B85 . -« oo T

(oele

Corporate partnerships

As a member of the parinership, you wili report your share of the child care spaces ITC of the partnership after the child care spaces ITC has
been reduced by the amount of the recapture. If this amount is & positive amount, you will report it on line 782 in Part 26 on page 13. However, if
the partnership does not have enough ITC otherwise available to offset the recapture, then the amount by which reductions to ITC exceed
additions (the excess) will be determined and reported on line PPP below.

Cotporate partner's share of the excess of ITC

PPP

Total recapture of child care spaces investment tax credit — Add fines ZZZ, Q0C, and PPP
|Enter amount QQG o0 @ AZ INPart 29, ... T

QALY

. - Part 29 — Total recapture of investment tax credit

Recaptured SR&ED ITC from fine OO in Part 17 an page - S

Al

Recaptured child care spaces |TC from line QQQ N Pat 28 @DOVE v v v e s e

A2

Total recapture of investment tax credit — Add lines A1 and A2
Enter amount A3 on line 602 on page 7 of the T2 return. v o v v oo e e e T

A3

~Part 30 — Total ITC deducted from Part | tax

ITC from investments in qualified property deducted from Part [tax (from line 260 in Part 5} ..o oo e

ITC from SR&AED expenditures deducted from Part | {ax {from fine 560N Part 12) .

B1

B2

[TC from pre-production mining expenditures deducted from Part | tax (from fine 885 in Part 19)

B3

ITC from apprenticeship job creation expenditures deducted from Part | tax (from line 86 in Part 22) . .. ..o 4,000 B4

ITC from child sare space expenditures deducted from Part | tax (fromline 785 M Part 26) .. ...

B5

Total [TC deducted from Part | tax (add lines B, B2, B3, B4, and BE) ... vvvvor 4,000 Bg

Enter amount B6 at line 652 on page 7 of the T2 refurn.
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Summary of Investment Tax Credit Carryovers

- Continuity of investment tax credit carryovers

" |CCA class number 97

Current year
Addition Applied Claimed Carried back iTC end
current year current year as a refund of year
(A) {B) €} {D) (A-B-C-D})

4,000 4,000

| Prior years
- {Taxation year . ITC beginning Adjustments Applied ITC end
of year current year of year
(E) {F} (G) (E-F-G)
2006-12-31
2005-12-31
2004-12-31
2003-12-31
2002-12-31
2001-12-31
2000-12-31
1999-12-31
1998-12-31
1997-12-31
1996-12-31
1995-12-31
1994-12-31
1993-12-31
1992-12-31
1991-12-31
1996-12-31
1989-12-31
1988-12-31
1987-12-31

Total

|B+C+D+G Total ITC utilized 4,000

* The ITC end of year includes the amount of ITC expired from the 10" preceding year if it is before January 1, 1998, or the amount of
ITC expired from the 20" preceding year if it is after December 31, 1997. Note that this credit will only expire at the beginning of the
subsequent fiscal period. Consequently, this amount will be posted on line 215, 515, 615, 770 or 845, as applicable, in Schedule 31
of the subsequent fiscal year.
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SCHEDULE 50

l*l Canada Revenue  Agence du revenu
) Agency du Canada

SHAREHOLDER INFORMATION

Name of corporation Business Number Tax year end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

All private corporations must complete this schedule for any sharehoider who holds 10% or more of the corporation's common and/or

' preferred shares.

Provide only one number per shareholder

Name of shareholder Business Number Social insurance Trust number Percentage | Percentage
{after name, indicate in brackets if the shareholder number common | preferred
is a corporation, partnership, individual, or trust) shares shares
100 200] 1300 EXl 1400 NN 500
1| Welland Hydro-Flectric Holding Corp. 86360 4328 RC0061 100.000
2
3
4
5
&
7
8
) 9
10
Canadd

. T2 SCH 50 (06)
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I*I Canada Revenue Agence du revenu
Agenoy du Canada

WELLAND HYDRO ELECTRIC SYSTEM CORF

GENERAL RATE INCOME POOL (GRIP) CALCULATION

86375 9692 RCO00

SCHEDULE 53

" |Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO0O1 2007-12-31

" On:  2007-12-31

* if you are a Canadian-controlled private corporation {CCPC) or a deposit insurance corporation (DIC), use fhis schedule to determine the general rate

income pool (GRIP).

- » When an eligible dividend was paid in the tax year, file & completed copy of this schedule with your T2 Corporation fncome Tax Return. Do not send

your workshests with your return, but keep them in your records in case we ask to see them {ater.

» Subsections referred to in this schedule are from the lncome Tax Act.

* Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate inceme pool, and low rate income peal.

- Eligibility for the various additions
Answer the following questions to determine the corporation's eligibility for the various additions:

2006 addition

5 If not, what is the date of the taxation year end of the corporation’s first year that includes January 1, 20067

3. During that first year, was the corperation a CCPG or would it have been a CCPC if not for the election

if the answer to question 3 is yes, complete Part 5.

| Change in the ty pe of corporation

If the answer to question 5 is yes, complete Part 4.
Amalgamation (first year of filing after amalgamation)

If the answer to question 6 is yes, answer questions 7 and 8. If the answer is no, go to question 9.

1f the answer to question 7 is yes, complete Part 4.
8. Was one or more of the predecessor corporation a CCPC or a DIC during the taxation year that ended immediately

if the answer to question B is yes, complete Part 3.

|| Winding-up

If the answer to question 9 is yes, answer guestions 10 and 11. If the answer is no, go to Part 1.
I the answer to question 10 is yes, complete Part 4,

If the answer to question 11 is yes, complete Part 3.

1. s this the corporation's first taxation year that includes January 1,20087 ... ..o e
Enter the date and go directly to question 4 ..o . o

of subsechion B(T1) ITA? o i

4. \Was the corporation & CCPC during its preceding taxation YEAI? e e e
5. Corporations that become a GCCPC oraDIC ... v h i r e

6. Corperations that were formed as a result of an amalgamation ...

7. Was one or more of the predesessor corporations neither a CCPC nor a DIC? e e e

before amalgamalion? . .o u s e e

9. Corporations that wound-up asubsidiary .. .. ... Lo

10. Was the subsidiary neither a CCPC nor a DIC during its last taxation YEar? . oo e e ha e

11. Was the subsidiary a CCPC or a DIC during its last taxation YEAI? e

DYes No

_2006-12:31

Yes D No

Yes D No
DYBS No

DYes No
DYes D No

DYes D No

D Yes No
D Yes D No
D Yes D No

T2SCHB53 E

1+1

Canadi
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- Part 1 — Calculation of general rate income pool (GRIP)
If the corporation's tax year includes January 1, 2006, complete "Part 5 — GRIP addition for 2006" and then line 050. Otherwise, complete fine 100.
GRIP addition for 2005 (the greater of amount QQ from Part 5or™0") ..o oo e 050 A
GRIP at the end of the Previous taX YBAr . .. v oo oo e e s 100 1,001,405 B
| Taxable income for the year (DICs enter "0")* . .o h e m 2,352,180 c
Income for the credit union deduction®
(amount E in Part 3 of Schedule 17) . ... oo oo (120
Amount on ling 400, 405, 410, or 425 of
the T2 return, whicheveris less™ .. .. ... .. oo m
For a CCPC, the lesser of aggregate investment income
(line 440 of the T2 return) and taxable income™ .. ... ... m 57,762
Subtotal (add lines 120, 130, and 140) 57,762 W 57,762 b
Income taxable at the general corporate rate (line C minus line @) .. ..o vv e e o m 2,294,418
After-tax incarme (line 150 multiplied by BB OB)  « e e 1190 | 1,560,204 €
Eligible dividends received in the tax year ... ... ..o ov e 1,744
Dividends deductible under section 113 received in the faxyear .. ... .o v oo e
: Subtotal (add lines 200 and 210) 1,744 » 1,744 F
GRIP addition:
Becoming a COPC (ine PP from Part4) .. ..ot 220
.| Post-amalgamation (total of lines EE from Part 3 and lines PP from Part4) ... ..... ... 230
Post-wind-up (total of lines EE from Part 3 and lines PP from Part4) . ............. 240
_ Subtotal (add lines 220, 230, and 240) » BN G
! Subtotat (add lines A or B (as applicable), B, F, and G) ..o 2,563,353 H
‘| Eligible dividends paid in the previous taxyear ... ... %
Excessive sligible dividend designations made in the previous tax year ... .. ..o
Note: If becoming a CCPC (subsection 83(4) applies}, enter 0" on tines 300 and 310,
Subtotal (fine 300 minus line 310) > !
GRIP before adjustment for specified future tax consequences (fine H minus line f) (amount can be negative) ... ... @ 2,563,353
‘| Tatat GRIP adjustment for specified future tax consequences io previous tax years (amount Y from Part2) ... ... o m
GRIP at the end of the year (ine 490 MIAUS TNE 5B0) « .+« v oo oo e s ot a e En 2,563,353
:| Enter this amount on fine 160 on Schedule 55.
:|* Note: For lines 310, 120, 130, and 140, the income amount is the amount before considering specified future tax consequences. This phrase is defined
in subsection 248(1). It includes the deduction of a joss carryback from subsequent tax years, a reduction of Canadian exploration expenses and
Canadian development expenses that were renounced in subsequent tax years {e.g., flow-through share renunciations), reversais of ingome
inciusions where an option is exercised in subsequent tax years, and the effect of certain foreign tax credit adjustments.
- Part 2 — GRIP adjustment for specified future tax consequences to previous tax years
Complete this part if the corporation's taxable income of any of the previous three tax years took into account the specified future tax consequences
| defined in subsection 248(1) from the current tax year. Otherwise, enter "0" on line 560 of page 1 or leave it biank.
First previous tax year _2006-12-31
Taxable income before specified future {ax consequences
| from the current tax year - .. ..o 1,768,079 i1
" ‘| Enter the following amounis before specified future tax
consequences from the current tax year:
income for the credit union deduction
| (emount E in Par 3 of Schedule 17) . . . Kt
Amount on line 400, 405, 410, or 425
of the T2 return, whichever is less . . . 300,000 1
Aggregate investment income
- |(ine 440 of the T2 return) . .. .. .. - . M1
Subiotal (add fines K1, L1, and M1) 300,000 » 300,000 o1
Sublatal (ine J1 minus line O1) (if negative, enter "0") 1,468,079 » 1,468,079 P1
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- - Part 2 - GRIP adjustment for specified future tax consequences to previous tax years (continued)

Future tax consequences that occur for the current year
Amount carried back from the current year to a prior year

Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
{paragraph 111 carry-back Joss carry-back carry-back carrybacks
(1)(a} ITA)
Taxable income after specified future tax consequences . .. . ... . Q1

Enter the following amounts after specified future tax consequences:
income for the credit union deduction

(amount E in Part 3 of Schedule 17} . .. R1
Amount on line 400, 405, 410, or 425
of the T2 return, whichever is less . . . . S1
Aggregate invesiment income
(line 440 of the T2 refurn) . . . ... . .. T
Subtotat (add lines R1,51, and T1) > %
Subtotal (line Q1 minus line V1) (if negative, enter "0") » W1
Subtotal {line P1 minus line W1} (if negative, enter "o XA
GRIP adjustment for specified future tax consequences to first previous tax year (line X1 multipiied by 68 %) ... m

| second previous tax year _2005-12-31

Taxable income before specified future tax consequences from

Clthecurrenttaxyear . ... J2
- | Enter the following amounts before specified future tax

conseguences from the current tax year:

Income for the credit union deduction

{amount E in Part 3 of Schedule 17} . . . K2
' | Amount on line 400, 405, 410, or 425

of the T2 return, whichever is less . . . . L2

Aggregate investment income

(line 440 of the T2 return) . . . . ... .. m2
; Accelerated tax reduction (line 637 of

T2 return)* muitiplied by 1607 . . . .. N2

Subtotal (add lines K2, L2, M2, and N2) > 02
Subtotal (line J2 minus line 02} (if negative, enter "0") > ' P2

Future tax consequences that occur for the current year

Amount carried back from the current year to & prior year

Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
{paragraph 111 carry-back joss carry-back carry-back carrybacks
(1)(a) ITA)
Taxabie income after specified future tax consequences ... ... .. Q2

Enter the following amounts after specified fulure tax consequences:
Income for the credit union deduction

(amount E in Part 3 of Schedule 17) . . . R2
Amount on line 400, 405, 410, or 425
" | of the T2 return, whicheveris less . . . . 52
Aggregate investment income
{line 440 of the T2 return} . ... ... .. T2
- | Accelerated 1ax reduction (line 637 of
| T2 return)* mutltiplied by 100/7 . . . .. . uz
Subtotal (add lines R2, 82, T2, and U2) > V2
Subtatal (line Q2 minus line V2) (if negative, ener "0") » w2
Subtotal (line P2 minus fine W2) (if negative, enter "0") X2

GRIP adjustment for specified future tax conseguences to second previous tax year (line X2 multiplied by 68 %) m
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- Part 2 — GRIP adjustment for specified future tax consequences {o previous tax years (continued)

Third previous tax year _2004-12-31

Taxable income before specified future tax consequences from

the currenftax year . . . .. . ... J3
Enter the following ameunts before specified future tax

consequences from the current tax year:

Income for the credit union deduction

- {(amount E in Part 3 of Schedule 17) . . . K3
* {Amount on line 400, 405, 410, or 425

of the T2 return, whichever is less . . . . L3

Aggregate investment income
- [(ine 440 of the T2 refurn} . . ... . ... M3
" | Accelerated tax reduction {line 637 of
.| T2 return)* mudtiplied by 100/7 . . . .. N3

Subtotal (add lines K3, L3, M3, and N3) 03
Subtotal {line J3 minus line O3) (if negative, enter "0") > P3

Future tax consequences that occur for the current year

Amount carried back from the current year to a prior year

Non-capital loss
carry-back Capital loss Restricted farm Farm toss Other Total
{paragraph 111 carry-back toss carry-back carry-back carrybacks
(1){a) ITA)
Taxable income after specified future tax consequences . . . . . - .. Q3

Enter the following amounts after specified future tax consequences:
Income for the credit union deduction

(amount E in Part 3 of Schedule 17) . . . R3
Amount on line 400, 405, 410, or 425
of the T2 return, whichever is less . . . . S3
Aggregale investment income
(line 440 of the T2retum) . .. . ... .. T3
Accelerated tax reduction {line 637 of
T2 return)* multiplied by 1007 . .. .. u3
Sublotal (add lines R3, §3, T3, and U3) > V3
Subtotal {line Q3 minus line VV3) (if negative, enter "0") > W3
Subtotal (line P3 minus line W3) (if negative, enter "0") X3
“|GRIP adjustment for specified future tax consequences to third previous tax year {line X3 multiplied by 68 %) . .. @
Total GRIP adjustment for specified future tax consequences to previous tax years:
(add lines 500, 520, and 540) (if negative, emter "0") ..o oo e Y

Enter amount Y on line 560.
*Note: The accelerated tax reduction was available for 2001 to 2004 tax years.

~ Part 3 — Worksheet fo calculate the GRIP addition post-amalgamaﬁon or post-wind-up
(predecessor or subsidiary was a CCPC or DiC in its last tax year)

nb.1  Post amalgamation . . . l:l Postwind-up ...... D

Complete this part when there has been an amalgamation {within the meaning assigned by subsection 87(1)) or & wind-up (to which subsection 83(1} applies)

| and the predecessor or subsidiary corporation was a CCPC or DIC in its last {ax year. In the calculation below, corporation means a predecessor or &
subsidiary. The last tax year for a predecesscr corporation was its tax year that ended immediately before the amalgamation and for a subsidiary corporation

was its tax year during which its assels were distributed io the parent on the wind-up.

For a postwind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year thaf immediately follows the tax year during which: it

1 receives the assets of the subsidiary.

Complete a separate worksheet for each predecessor and each subsidiary that was a CCPC or DIC in its last tax year. Keep a copy of this calculation for

your recards, in case we ask to see it later,

Corporation's GRIP attheend of its lasttaxyear ... .. ... v AA
Eligible dividends paid by the corporation in its last taxyear . . .. ... ..o BB
Excessive efigible dividend designations made by the corporation in its last taxyear .. ........ CC
Subtotal {line BB minus line CC) > DD
GRIP addition post-amalgamation or post-wind-up (predecessor or subsidiary was a CCPC or DIC in its last tax year)
(e AA MINUS N8 DD) oo i e e Ex

After you complete this calculation for each predecessor and each subsidiary, calculate the total of ali the EE lines. Enter his total amount on:
— line 230 for post-amalgamation; or
— fine 240 for post-wind-up.
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. - Part 4 — Worksheet to calculate the GRIP addition post-amalgamation, post-wind-up
; {predecessor or subsidiary was not a CCPC or DIC in its last tax year),
or the corporation is becoming a CCPC

nb. 1 Corporation becoming & CCPC . . . . .. D Post amalgamation ... .. .. ... D Postwind-up . ... ... . ... D

Complete this part when there has been an amalgamation (within the meaning assigned by subsection 87(1)) or a wind-up (to which subsection 88(1) applies)
and the predecessor or subsidiary was not a CCPC or DIC in its last tax year. Also, use this part for a corporation becoming a CGPC. |n the calcutation below,
corporation means a corporation becoming a CCPC, a predecessor, or a subsidiary.

For a post-wind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which
it receives the assets of the subsidiary.

Complete a separate worksheet for each predecessor and each subsidiary that was not a CCPC ora DIC in its tast tax year. Keep a copy of this
. |calculation for your records, in case we ask to see it later.

"1 Cost amount to the corporation of all property immediately before the end of its previousfiast taxyear .. ... FF

The corporation’s money on hand immediately before the end of its previousflast tax year . ... GG

Unused and unexpired losses at the end of the corporation’s previous/last {ax year:

NOM-CApHA I0SSE5 = . . - v v v v e e
NEt CapitAl JOSSES . o v v v oo e
FAMM IOSSES  « o o o v e v e e e m ettt e e e e
Resiricted FAMM IDESES . o o v v v v e e oo e e e e

Limited partnership I0SSE8 .. . .o oo oo

Subiotal > HH
Subtotal (add lines FF, GG, and HH) il

All the corporation's debts and other obligations to pay that were
outstanding immediately before the end of its previous/last taxyear .. ... ..cov e JJ
Paid up capital of all the corporation's issued and outstanding shares
of capital stock immediately before the end of its previousfest taxyear . . .. ... KK
All the corporation's reserves deducted in its previous/last taxyear . ...« e e e e e LE
The carporation's capital dividend account immediately before the end
of its previoUsflast tax year . . .. .. ..o MM
The corporation's low rate income pool immediately before the end of
its previous/last taX YEAr . . ... .o NN

Subtotal (add Jines JJ, KK, LL, MM, and NN) 00

GRIP addition post-amalgamation or post-wind-up {predecessor or subsidiary was not a CGPC or DIC in its last tax
year}, or the corporation is becoming a CGCPC (tine || minus line O0) (If negative, enter "0 . . .. ..o PP

Aftter you complete this workshest for each predecessor and each subsidiary, calculate the total of all the PP lines. Enter this total amount on:
— line 220 for a corporation becoming a CCPG;

~ line 230 for post-amalgamation; or

~ line 240 for post-wind-up.
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PART ill.1 TAX ON EXCESSIVE ELIGIBLE DIVIDEND DESIGNATIONS

Name of corporation Business Number Tax year-end
Year Month Day
WELLAND HYDRO ELECTRIC SYSTEM CORP. 86375 9692 RCO001 2007-12-31

Do not use this area

s Every corporation resident in Canada that pays a taxable dividend (other than a capital gains

dividend within the meaning assigned by subsection 130.1(4) or 131(1)) in the tax year must

file this schedule.

Canadian-controlied private corporations (CCPC) and deposit insurance corporations {DIC)

must complete Part 1. All other corporations must complete Part 2.

+ Every corporation that has paid an eligible dividend must also file Schedule 53, General Rate Income Pool (GRIP) Calculation, or
Schedule 54, Low Rate Income Pool Calculation (LRIP); whichever is applicable.

File the completed schedules with your T2 Corporation Income Tax Return no later than six months from the end of the tax year.

Parts, subsections, and paragraphs mentioned in this schedule refer to the income Tax Act.

Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income poo! (GRIP), and
low rate income poal {LRIP).

e The calculations in Part 1 and Part 2 do not apply if the excessive eligible dividend designation arises from the application of
paragraph (c) of the definition of excassive eligible dividend designation in subsection 89(1). This paragraph applies when an
eligible dividend is paid to ariificially maintain or increase the GRIP or to artificially maintain or decrease the LRIP.

- Part 1 — Canadian-controlied private corporations and deposit insurance corporations

| Taxable dividends paid in the tax year not included in Schedule 3

| Taxable dividends paid in the tax year included in Schedule 3 c 600,000
Total taxable dividends paid in the faxyear ................. 100 600,000
Total eligible dividends paid in thetax year ... ..o m

GRIP at the end of the year (line 590 on Schedule 53) (if negative, enter "0%) ... oo m 2,563,353
Excessive eligible dividend designation (line 150 minus line TBO) e A

| Part 1.1 tax on excessive eligible dividend designations - CCPC or DIC
(N A MUIGDIIEd DY 20%)  « .o v vewteea oo e e X 20 %

Enter the amount from line 190 at line 710 of the T2 return.

‘~ Part 2 ~ Other corporations

| Taxabie dividends paid in the tax year not included in Schedule 3

| Taxable dividends paid in the tax year included in Schedule 3

Total taxable dividends paid in the taxyear . ................ m

Total excessive eligible dividend designations in the tax year (ine A of Schedule 54) ... ... B

Part N1 tax on excessive eligible dividend designations — Other carporations
| (line B multiplied by 20%) 11t X 20% EEN

Enter the amouni from line 290 at line 710 of the T2 return.

T2SCHBSE (7 Can dﬁ
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BUSINESS CONSENT FORM

. Complete this form to consent to the release of confidential information about your Business Number (BN) account(s) to the representative
named below, or to cancel consent for an existing representative. Send this completed form to your tax centre. You can also give or
cance! consent by providing the requested information online through My Business Account at www.cra.ge.calmybusinessaccount.

Note: Read all instructions on the last page before completing this form.

iness Information = Complete this part to'identify your
Business Name: WELLAND HYDRO ELECTRIC SYSTEM CORP.
| Business Number: E 863759652 _] Telephone Number: {905) 732-1381

individual, enter that person’s full name or if you are giving consent to a firm, enter the name of
1the firm and the BN. If you want us to deal with a specific individual in that firm, enter both the individual's name and the name
of the firm. If you do not identify an individual of the firm then you are giving us consent to deal with anyone from that firm,

i Name of Individual:

{Name of Firm: Deloitie & Touche LLP
Telephone Number: (519) 650-7600 Extension: BN: l: 133245290 |

lAuthorize oniine access

You can authorize your representative to deal with us through our online services for representatives. You have to provide the
ReplD of the individual or the Business Number of the firm indicated above. The name of the firm provided above must be the
sarne name that is registered with the Represent a Client service at www.cra.gc.ca/representatives. if the firm names differ
then online access will not be granted. Our online services do not have a year specific option, so your representative will
1have access to all years.

|ReplD: OR BN:[ | 133245290 |

{for above individual) The BN must be registered with the Represent a
Client service to be an onfine representative.

{i) Accounts — Select which accounts the above individual or firm is authorized to access (check only box A or B).

A This authorization appties to all BN accounts and all Authorization level: D Disclose information only
years. Note: online access is available for box A only. check one box

Expiry date: ]
Disclose information and

OR make changes to your BN
account(s)

OR

B. |::| This authorization applies only to the BN accounts and
periods listed in Part 3ii.

L]

Canadi

RCS59 E (07)
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BUSINESS CONSENT FORM (RC59 continued)

checkedbox "B in Part 3 ) on the first page;

|/ you checked box B in part 3i, you have to provide at least one program identifier (see instructions on the fast page). You can then check
the "ali accounts" box for that program identifier or enter a specific account number. Provide the authorization level (1" to disclose

information or "2" to disclose information and make ¢changes). You can also check the "All years" box to allow untimited tax year access

or enter a specific fiscal period (specific period authorization is not available for online access). You can also enter an expiry date

to automatically cancel authorization. If additional authorizations or more than four program identifiers are needed complete another RC58.

Program All Specific o All Specific fiscal period :
identifier accounts account Authorization fevel years or (not available for online access) Expiry date

or I I

or

JUUL
J000

D A. Cancel all authorizations.
D B. Cancel authorization for the individual or firm identified below.

Name of individual;

Name of Firm:

| This form must be signed by an authorized person of the business such as a proprietor of a proprietorship, a partner of a partnership, a

| director of a corporation, an officer of a non profit organization or a trustee of an estate.
By signing and dating this form, you authorize the CRA to deal with the individual or firm listed in Part 2 of this form and/or cance! the

‘ authorizations listed in Part 4.

First name: ROSS Last name: PEEVER
|Titie: _PRESIDENT =y
Sign here P /Cz%c‘/ Date  2008-06-26
VAR

WE WILL NOT PROCESS THIS FORM UNLESS IT IS SIGNED AND DATED BY AN AUTHORIZED PERSON OF THE BUSINESS.




FILING INSTRUCTIONS

Welland Hydro-Electric Systen Corp.
ONTARIO

Mailing Address: Ministry of Finance
Corporations Tax Branch-Hydro PIL
P.O. Box 042
Oshawa ON L1H 8T1

Courier Address: Ministry of Finance
305 King St W, 9" Floor
Kitchener ON N2G 1B9

Tax Return Due Date: June 30, 2008

Tax Due: $200,710

Tax Due Date: March 31, 2008

Payable To: The Financial Corporation
Tax Refund: N/A

Expected Tax Refund From Carry
Back of [Non or Net] Capital Losses: N/A

Siegning Instruction;

One copy of the Ontario CT23 Corporations Tax and Annual Return and the T2 Corporate Income Tax
Return should be signed where indicated and forwarded to the above address.

Ontario requires that the return be received by the filing due date or it will be considered a late filed
return.

HAWELLAND HYDRO - ELECTRIC $YSTEM CORMARCHIVENT2 FILING INSTRUCTIONS - KIFCHENER.DOC




Ontario s 2007 CT123 Corporations Tax and

33 King Street W For taxation years commencin
PO éo?( gzu est An n ual Retu rn afler Decemger 31, 2004 g
Qshawa ON L1H 8E9 Corporations Tax Act ~ Ministry of Finance (MOF}

Corporations Informalion Act— Ministry of Govemment Services (MGS)

This form is a combination of the Ministry of Finance (MOF) CT23 Corporations The Annual Return {common page 1 and MGS Schedule A on pages
Tax Return and the Ministry of Government Services (MGS) Annual Return. 18 and 19, and Schedule K on page 20} contains non-tax information

- Page 1 is a common page required for both Returns. Faor tax purposes, collected under the authority of the Corporations Information Act for the
depending on which criteria the corporation satisfies, it must complete either purpose af maintaining a public database of corporate infarmation, This
the Exempt from Filing {EFF) declaration on page 2 or file the GT23 Return return must be completed by Ontario share-capital corporations or
on pages 3-17. Corporations that do not meet the EFF criteria but do meet Foreign-Business share-capital corporations that have an extra-provincial

_ the Short-Form criteria, may request and file the CT23 Short-Form Return licence to operate in Ontario. -,

 {see page 2). " Ministry Use

i (Mot required if already filed or
MGS Annual Return Required? Annual Return exemp{Refer to Guide) Yes DNO Page 1 of 20

Corporafion’s Legal Name (inciuding punctuation) ‘Ontarig Corporations Ta_)_(f(\_‘-?EPW‘r_mt', No. (MOF)

1800215 SRR
WELLAND HYDRO ELECTRIC SYSTEM CORP, This Return covers the Taxation Year
Mailing Address
Start
950 EAST MAIN STREET
P.0. BOX 280 End
WELLAND
ON CA .38 5P6
Has the mailing address changed year month day Date of Incorporation or Amalgamation
| since last filed CT23 Return? [ Jves Date of Change T
' | RegisterediHead Office Address i 200020701
950 EAST MAIN STREET
P.O. BOX 280 Ontario
WELLAND Corporation No.
ON CA .38 5P6 (MGS) 1426855
Location of Books and Records
950 EAST MAIN STREET Canada Revenue Agency Business No.
P.0. BOX 280 FapTEa. e —
WELLAND o P :
ON CA L3B 5P6 -863759692-RC0001
_| Name of person to contact regarding this CT23 Return Telephone No. Fax No.
: Jurisdiction
: Incorporated Ontario
ROSS PEEVER (905) 732-1381
"  Princi - : T "
ress of Principal Office in Ontario (Exfra-Provincial Corporations only} (MGS) If not incorporated in Ontario, indicate the
date Ontario business activity commenced
and ceased:
year month day
Commenced
Oniario Canada
year month day
Former Cotporation Name (Extra-Provincial Corporations onty) Not Applicable MGs) | Ceased

Not Applicable

Preferred Language / Langue de préférence

No. of Schedule(s)

Information on Directors/Officers/Administrators must be completed on MGS Engiish French
] Schedule A or K as appropriate. If additional space is required for Schedule A, anglals frangais
only this schedule may be photocopied. State number submitted (MGS). 4 Winistry Use
if there is no change to the Directors/Officers/Administrators' information previously No | III"I “I" II " “II‘ ||Ii IIII
- | submitted to MGS, please check (X) this box. Schedule(s) A and K are not required {(MG3). > Change

Certification (MGS)

| certify that all information set out in the Annual Return is true, correct and complete.
Mame of Authorized Person {Print clearly or type in full)
RQSS PEEVER

D o) P
. " " Other individuals having knowledge
Title Director Officer D of the Corperation's biloines actigvities
‘| Note: Sections 13 and 14 of the Corporations Information Act provide penalties for making false or misleading statements or omissions.




Corporation's Legal Name Ontario Cerporations Tex Account No. (MOF)  Taxation Year End CT23 Page 3 of 20

| WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215

2007-12-31

CT23 Corporations Tax Return

identification continued (for CT23 filers only)

Please check applicable (X) box(es) and complete required information.

Type of corporation

n 1 m Canadian-controlled Private (CCPC) all year {Generally a private
corparation of which 50% or more shares are ownad by
Canadian residents.) (fed.s.125(7)(b))
2 { ] other Private

3{ | public

4 I:l Non-share Capital
5 Other (specify) ¥

(nearest percent)

Share Capital with full voting rights 0
owned by Canadian Residents 100 | %

‘ B 1 E] Family Farm corporation 5.1(2)

2 Family Fishing corporation s.1(2)

3 Mortgage Invesiment corporation .47

4 Credit Union s.51

‘| Bank Mortgage subsidiary .61(4)

6[ ] Banks.1(2)

7 ‘ Loan and Trust corporation 5.81(4)

8 Non-resident corporation s.2(2)(a} or (b}
9 Non-resident corporation s.2(2)(c}
10 Mutual Fund corporation s.48

11 MNon-resident owned Investment corporation 5,48

1 2 Non-resident ship or aircraft under reciprocal agreement with
Canada s.28(b)

14E| Bare Trustee corparation

15. Branch of Non-resident s.63(1)

16[3 Financial institution prescribed by Regulation only
17D Investment Dealer

18[:| Generator of electrical energy for sale or producer of steam for
use in the generation of electrical energy for sale

19 Hydro successor, municipal electrical utility or subsidiary of either

20’:| Producer and selier of steam for uses other than for the generation
of electricity

21 [:l Insurance Exchange 5.74.4
Z2D Farm Feeder Finance Co-operative corporation

ZSD Professional corporation (Incorporated professionals only)

This is the first year filing after incorporation or an amalgamation
(If checked, attach Ontario Schedule 24.)

Amended Return

Taxation year end change — Canada Revenue Agency
approval required

Final taxation year up to dissolution {Note: for discontinued
businesses, see guide.)

Final taxation year before amaigamation

The corparation has a floating fiscal year end

I:] There has been a transfer or recsipt of assel(s) involving a corporation
having a Canadian permanent establishment outside Ontario

There was an acquisition of control to which subsection 249(4)
of the federal Jncome Tax Act {ITA) applies since the previous
taxation year

If checked, date control was acguired year morith day

The corporation was involved in & transaction where alt or substantially
all (30% or more} of the assets of a non-arm'’s length corporation were
received in the taxation year and subsection 85{1) or 85(2) of the
federal ITA applied to the transaction (If checked, attach Ontario
Schedule 44.}

| First year filing of a parent corporation after winding-up a subsidiary
corperation(s) under section 88 of the federal ITA during the taxation
year. (If checked, attach Ontario Schedule 24.)

Section 83.1 of the CTA applies (redirection of payments for certain
electricity corporations}

Yes No
Was the corporation inactive throughout the taxation year?

“:| Has the corporation's Federal T2 Refurn been filed with the
Canada Revenue Agency?

Are you requesting a refund due ta:

D the Carry-back of a Loss?
D an Qverpayment?

[] a Specified Refundable Tax Credit?
Are you a member of a Partnership or Joint Venture?

Complete if applicable

Ontario Retail Sales Tax Vendor Ontario Employer Health Tax
Permit no. {Use head office no.) Account no. (Use head office no.)

Specify major business activity




Income Tax

Allocation — If you carry on a business through a permanent establishment in a jurisdiction outside Ontario, you may allocate that
partion of taxable income deemed earned in that jurisdiction to that jurisdiction {s.39) (Int.B. 3008).

Net Income {loss) for Ontario purposes (per reconciliation schedule, page 15) B T T R

" Subtract: Charitable donations e e e e e e e e e e e e
. Subtract: Gifts io Her Majesty in right of Canada or a province and gifts of culturat property (Attach schedule 2) - - -

Subtract: Taxable dividends deductible, per federal Schedule 3 B R
. Subtract: Ontario palitical contributions {Attact: Schedule 2A} (Int.B. 3002R}) T T
Subtract: Federal Part Vi.1 tax o X 3 D T R T A S
Subtract: Prior years' losses applied — Non-capital losses -

From inclusion
Net capital losses  (page 16) « X rate 50.000000{% =

Farm losses T
Restricted farm losses R

i+

CT23 Page 4 of 20

DOLLARS ONLY

Frum 2,355,899
1,975 s
-
1744 o
L]
F:om'?-f:.r G

Fram .
From .

Lirnited partnership losses - - e e s e s s e e s s s - - - — From — —2
Taxable Income {Non-capital loss} T e T T [10]: .~ 2,352,180,
Addition to taxable income for unused foreign tax deduction: for federal purposes R T . L T
Adjusted Taxable income + (if is negative, enter } - - - - - - = 0,352,180

Number of Days in Taxation Year

Days after Dec. 31, 2002

|

Taxable Income ane hatore Jan. 1, 2004 Total Days
From {or if applicable) 2,352,180 « X -°100.0000/% X . 12.5% X + [73]_365
‘ Ontario Allocation Days after Dec. 31, 2003 Total Days
From {or [ 20 rapelicabls) 2,352,180 X [30][100.0000/% x v 14% x|[3a]_365 <+ [73] 365

Ontario Allocation

(2] + (2]

'
1
’
]
'
]

Income Tax Payahle (bsfore deduction of tax credits)

= +[28] .

= +[32] 329,305 &
=[a0].. . 329,305,

Incentive Deduction for Small Business Corporations (IDSBC) (s.41)

If this séction is not completed, the IDSBC will be denied.

Did you claim the federal Sma!l Business Deduction (fed.s.125(1)) in the taxation year or would you have claimed the
federat Small Business Deduction had the provisions of fed.s.125(5.1) not been applicable in the taxation year? (X)

Yes I:l No

* Income from active business carried on in Canada for federal purposes (fed.s. 125{f){a)} .- - 9006393
Federal taxable income, less adjusiment for foreign tax credit (fed:s. 125(1)(0))  +[ 51 ] 2,352,180
Add:  Losses of other years deducted for federal purposes {fed.s. 111} + .
Subtract: Losses of other years deducted for Ontario purposes (s.34) —@ . L
_ = 2,352,180 . b 212,352,180'¢
Federal Business limit (line 410 of the T2 Return) for the year S AP
before the application of fed.s.125(5.1) C e e s e o e e oo Lol 400,000

Ontario Business Limit Calculation

Days after Dec. 31, 2002
and before Jan. 1, 2004
320,000 x [ = " 365 J = + .
Days after Dec. 21, 2003
. l Percentage of Federal
34 365 = 365 | = Business limit
400,000 x [[34]_365 + 4000008 | o hedule 23).

Enier 100% if
not associated.
400,000 4 X [ 100.0000|% =

Business Limit
for Ontario purposes

400,000 4

400,000 o =

400,000 »

Fom [ 203 100.0000]%  x[6]

***Ontario Allocation

Income eligible for the iDSBC B T

*  Note: Modified by s.41(6} and (7) for corporations that are members of a partnership. (Refer fo Guida.)
*  Note: Adjust accordingly for a floating taxation year and use 366 for a feap year.

Least of [ 50 ],[ 54 Jor [ 45 |

**%  Note: Ontario Allocation for IDSBC purposes may differ from ¥ Taxable Income is aflocated io foreign jurisdictions. See special rules (s.41{4)).

continued on Page 5




Corperation'’s Legal Name Ontario Corporations Tax Account No. (MOF)  Taxation Year End

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31

income TaxX continued from Page 4

Number of Days b Taxation Year

Days after Dec. 31, 2002
and before Jan. 1, 2004 Tolal Days
Gaiculation of IDSBC Rate T R I +[73] 385 =

Days after Dec. 31, 2003 Total Days
B5% X 365 365 =

IDSBC Rate for Taxation Year [ 89 + [99] e e e e el e e e e e e e e e
cclim - - - - e - o= os o= - - - Fom{E0] 400,000, X Fom[78]|  8.5000{% - - -

Corporations claiming the IDSBC must complete the Surtax section below if the corporation’s taxable income
{or if associated, the associated group's taxable income) is greater thar the amount 400,000 in below.

CT23 Page 50f 20
DOLLARS ONLY

+ 8,5000
= 8.5000
={76] " . 34,000

Surtax on Canadian-controlled Private Corporations {s.41.1)

Applies if you have claimed the Incentive Deduction for Small Business Corporations.

Associated Corporation - The Taxable Income of associated corporations fs the taxable income
for the taxation year ending on or before the date of this corporation’s taxation year end.

*Taxable Income of the corporation - e - - = - - - - - - - From (orifapplicable)

If you are a member of an associated group (X) {Yes}

QOntaric Corperations Tax

Name of associated corporation (Canadian & foreign) Account No. (MOF) Taxation Year End
(if insufficient space, aftach schedule) {if applicable)

See schedule

Aggregate Taxable Income + [82] + + [84] ete. B T S

Number of Days in Taxation Year

Days after Dec. 31, 2002
and nefore Jan, 1, 2004 Total Days
320,000 x +[73] 365 |= +[115] .
Days after Dec. 31, 2003 Tolal Days
400,000 X 365 + [73] 365 |= +[118] 400,000
[118] + [116 = 400,000 o P e e e - -
(If negative, enter nil) T T I T N
Number of Days in Taxation Year
Bays after Dec, 31, 2002 Total Days
Calculation of Specified Rate for Surtax - - - - - - - - - ABEBIO% X 365 =+ 365
From 1,052,180, X From [57]| 46670[% - - - - - - - - -
From 91,1084 X From 400,000 « + From 400,000 o

Surtax Lesser of or B T T R S

1t

il

+[50] 2,352,180 «

* Taxable Income
{if loss, enter nil)

- 400,000 .
= 1,952,180,

+ 37| 4.6670

91,108,
91,108 ,
. 34,000

_* Note: Short Taxation Years — Special rules apply where the taxation year is less than 51 weeks for the corporation and/or any corporation associated with it.

" continued on Page 6
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Income Tax continued from Page 5

Additional Deduction for Credit Unions (s.51{4)) rAttach schedule 17} N 110 .

Manufacturing and Processing Profits Credit (M&P) (s.43)
Appilies to Eligible Canadian Prafits from manufacturing and precessing, farming, mining, logging and fishing carried on in Canada, as determined
by regulations.

. . Eligible Canadian Profits from mining are the “resource profits from the mining operations”, as determined for Ontaric depletion: purposes, after deducting
" depletion and resource allowances but excluding amounts from sale of Canadian resource property, rentals or royalties. If you are claiming this credit,
attach a copy of Ontario scheduie 27.

The whole of the active business income qualifies as Eligible Canadian Profits if: a) your active business income from sources ofher than manufacturing and
processing, mining, farming, logging or fishing is 20% or less of the total active business income and b) the total active business income fs $250,000 or less.

Eligible Canadian Profits T T Lo} v

Subtract:  Income eligible for the Incentive Deduction for Small Business Corporations (IDSBC) - - - - - -« — From|[56] 400,000
Add: Adjustment for Surtax on Canadian-contrelled private corporations

From From From

34,000, 100.0000|% + g.5000/% = [121 400,000 o

*Qntario Allocation

-'Lesserofor T R R R S 400,000 »
Taxable Income e T T T R R + Frorn 2,352,180 o
Subtract  (ncome eligible for the Incentive Deduction for Small Business Carporations (IDSBC) - - - - - =~ - From| 56 ] 400,000 »
- Add: Adjustments for Surtax on Canadian-controlled private corporaticns B T From_ 400,000
Subtract:  Taxable Income 2,352,180 X Allocation % to jurisdictions outside Canada L e ' ‘
Subtract:  Amount by which Canadian and foreign investment income exceeds net capital losses e

[142] S 904 4187

1

(1] - [s8] + [i22] ~ [1a0] — [141]

Claim Number of Days in Taxation Year
Daé;s after Dec. 31, 2002
and before Jan. 1, 2004 Total Days
43 e X Fom 100.0000]% X 15% x|[z]____ +[73] 365 =154l
L f i i
ssserof [130] or| 142} Ontario Alocation Days after Dec. 31,2003 Total Days
o X Erom 100.0000/% X %2% X 365 +[73] 365 J=+[188] s
Lesser of or[142] Ontario Allocation
M&P claim for taxation year ~ [154] + [156] L T T =[180}:

-* Note: Ontario Allocation for M&P Credit purposes may differ from i Taxable Income is allocated to foreign jurisdictions. See special rules (5.43(1))

‘Manufacturing and Processing Profits Credit for Electrical Generating Corporations =[181]

Manufacturing and Processing Profits Credit for Corporations that Produce _
and Sell Steam for uses other than the Generation of Electricity - e e e e oo =[162] i ey

~ Credit for Foreign Taxes Paid (s.40)
Applies if you paid tax to a jurisdiction outside Canada on foreign investment income (Int.B. 3001R). (Atiach schedufe) -

 Credit for Investment in Smail Business Development Corporations (SBDC)

-+ Applies if you have an unapplied, previously approved credit from prior years' investments in new issues of equity shares in Small Business Development
‘Corporations. Any unused portion may be carried forward indefinitely and applied to reduce subsequent years' income taxes. {Refer to the former Small
Business Development Corporations Act)

Eligible Credit . Credit Claimed T
Subtotal of iIncome Tax _.+__.____ o =[190] 329,305,

continued on Page 7
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ihcome Tax continued from Page 6

Specified Tax Credits (Refer to Guide)

Ontario Innovation Tax Credit (OITC) {s.43.3) Applies to scientific research and experimental development in Ontario.
Eligible Credit From {5620 | QITC Claim Form {Attach original Claim Form) T o R S

Co-operative Education Tax Credit (CETC) (s.43.4} Applies to employment of eligible students.
Eligible Credit From [57581 CT23 Schedule 113 (Attach Schedule 113} T w82 .

" Ontario Fiim & Television Tax Credit (OFTTC) (s.43.5)

Applies to qualifying Cntario labour expenditures for Name of Production
eligible Canadian content film and television productions. 204

Eligible Credit From of the Certificate of Eligibility issued by the Ontario Media Development Corporation {OMDC) _
(Attach the original Certificate of Eligibiffy) e e e e e e e e e e e e e e e e e e e o +[193} - o

Graduate Transitions Tax Credit (GTTC) (s.43.6) No. of Grackiates. From

Applies to employment of eligible unemployed post secondary graduates, for emptoyment R
commencing prior to July 8, 2004 and expenditures incurred prior to January 1, 2005.

" Eligible Credit From [6598] CT23 Schedule 115 (Attach Scheduls 115) T +[708) e

Ontario Book Publishing Tax Credit (OBPTC) {s.43.7)
Applies o qualifying expenditures in respect of eligible literary works by eligible Canadian authors.
' Eligible Credit  From OBPTC Claim Form (Attach both the original Claim Form and the Cerfificate of Eligibility)

Ontario Computer Animation and Special Effects Tax Credit (OCASE} (s.43.8)

Applies to labour refating to computer animation and special effects on an eligible production.

Eligible Credit From of the Certificate of Eligibility issued by the Ontario Media Development Corporation (OMDC) L )
(Attach the original Certificate of Eligibiity) N +A97 e e

' Ontario Business-Research Institute Tax Credit {OBRITC) (s.43.9)
- Applies to qualifying R&D expenditures under an eligible research institute contract. _ o
Eligible Credit From { 7100 | OBRITC Glaim Form (Attach original Claim Form) B I R

., Ontario Production Services Tax Credit (OPSTC}) (s.43.10)

" Applies to qualifying Ontario labour expenditures for efigible productions where the OFTTC has not been claimed,

Eligible Credit From of the Certificate of Eligibility issued by the Ontario Media Development Corporation (CMDC) o

(Attach the original Certiicate of Efgibiliy) T +[dge] s

Ontario Interactive Digital Media Tax Credit (OIDMTC) (s.43.11)

~ Appfies to qualifying labour expenditures of eligible products for the taxation year.
" Eligible Credit From of the Certificate of Eligibility issued by the Ontario Media Development Carporation (OMDC)

- (Attach the original Certificate of Efgibitty) e e e e e e e e e e e e e e e e e e e e e +200]

Ontario Sound Recording Tax Credit (OSRTC) (s.43.12)
Applies to qualifying expenditures in respect of eligible Canadian sound recordings.

Eligible Credit From [7500 | OSRTC Claim Form (Attach both the original Claim Form and the Certificate of Eligibility) - - 01 .o,
. Apprenticeship Training Tax Credit (ATTC) (s.43.13) No. of Agprenlices From
.- Applies to employment of eligible apprentices. a0z] L AT g
Efigible Credit From [5888| CT23 Schedule 114 (Attach Schedule 114) e e e e e e e e e e e e e +(208].. - . 5890,
.Other (specify) S A S T R R R R +|203.1 .
Total Specified Tax Credits [151]-+ 76z] + [789] » [155] + [768} + [67] + (78] + [128] » (200] + (351) + [252] + [281] ~[mb)_ - 5890,
- Specified Tax Credits Applied to reduce income Tax B L T T S =|225}. - .. 58%.
Income Tax - OR Enter NIL if reporting Non-Capital Loss {amount cannat be negative} - - - - =l230] : - 323415,

To determine if the Corporate Minimum Tax {(CMT) is applicable to your Corporalion, see Determination of Applicability section for the CMT
on Page 8. If CMT is not applicable, transfer amount in fo Income Tax in Summary section on Page 17.
OR
if CMT is not applicable for the current taxation year but your corporation has CMT Credit Carryovers that you want to apply fo reduce
income tax otherwise payable, then proceed to and complete the Application of CMT Credit Carryovers seclion part B, on Page 8.




Corporate Minimum Tax (CMT)

Total Assets of the corporation - - -
Total Revenue of the corporation - - -

CT23 Page 8 of 20
DOLLARS ONLY
+ 35,215,377 »

+ 43,317,076 o

The abave amounts include the corporation’s and associated corporations” share of any partnership(s) / joint venture(s) total assels and fotal revenue.

If you are a member of an associated group {X)

Name of associated corporation {Canadian & foreign)
(if insufficient space attach scheduie)

[zzz][_] (Yes)

Ontario Corporations Tax
Acceount No. (MOF)
(if applicable)

Taxation Year £nd

Total Assets Total Revenue

+ .+ [

+ [245 « +[246] .

+[247] o +[248] .
[240] + [243] + [245] + [247) etc. - - - - - - - - - - - =[248] . 35215377,

Aggregate Total Assets

. Aggregate Total Revenue " 43,317,076

[241] + [24a] + [245] + [248]}  etc. D T T R

Determination of Applicability

Applies if either Total Assels exceeds $5,000,000 or Total Revenue exceeds $10,000,000,

Short Taxation Years — Special rules apply for determining total revenue where the taxation year of the corporation or any associaied corporation or
any fiscal period of any partnership(s) / joint venture(s) of which the corporaticn or associated corporation is a member, is less than 51 weeks.

Associated Corporation — The {otal assets cr total revenue of associated corporations is the total assets or total revenue for the taxation year ending
on or before the date of the claiming corporation’s taxation year end.

If CMT is applicable to current taxation year, complete section Calculation: CMT below and Corporate Minimum Tax Schedule 101.

Calculation: CMT (Attach Schedufe 101.)
From Schedule 101 | 2136|750 -779;056 » X From l__~_100'00...0_0_| % X 4 % = 31,162 »

If negative, enter zero Cntaric Allecation

Gross CMT Payablie - - CMT Bass

~AL

Subtract: Forsign Tax Credit for CMT purposes (Attach Schedule) e e e e e e e e e e e e e e = R e AT
Subtract: Income Tax L 329,305 «
Net CMT Payable {If negative, enter Nil on Page 17.) B T 280] 5L 2987143
if is less than zero and you do not have a CMT credit carryover, transfer from Page 7 to Income Tax Summary, on Page 17.
N is less than zero and you have a CMT credit carryover, complete A & B below.,
if is greater than or equal to zero, transfer to Page 17 and fransfer to Page 17, and to Part 4 of Schedule 101: Continuity of CMT
-Credit Carryovers.
CMT Credit Carryover available From Schedule 101 e e e e e e e e e e From [3aa |~ il Y,
Application of CMT Credit Carryovers
Income Tax (before deduction of specified credits) e i) 329,305,
Gross CMT Payable e e e e e e e e - o - e - e e . - % Fmm 31,162 ,
Subtract: Foreign Tax Credit for CMT purposes - - =« - - - - -~ From .
If - is negative, enter NIL in = 31,162 4 b — 290 31,162,
income Tax eligible for CMT Credit B T T R 300 298,143 .
-B.  Income Tax (after deduction of specified credits) e L] 323415,
Subtract: CMT credit used {o reduce income taxes S T R T R [eto] - . . . . .
income Tax f e e e e e e e e e e e e e e e e e e e e e e e e e e e e e . [320]: 323415,
Transferito page 17

TARR apply, cannot exceed the lesser of . and your CMT credif carryover available .

_If only B applies, cannot exceed the lesser of and your CMT credit carryover available .
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Capital Tax (Refer to Guide and int.B. 3011R)

_ Fyour corporation is a Financial Institution (5.58(2)), complete lines and  adjusted by adding the corporation's share of the parinership's Tatal Assets
on page 10 then proceed to page 13. and by deducting investments in the partnership as it appears on the
If your corporation is not a member of an associated group and/or partnership corporation’s balance sheet, in addition to any other required adjusiments
and fhe Gross Revenue and Total Assels as calculaied on page 10in {s.61(5)). Special rules apply to limited partnerships (Int.8. 3017R).
and are hoth $3,000,000 or less, your corporation is exempt from Capital Any Assets and liabilities of a corporation that are being utilized in a joint

' Tax for the taxation year, except for a branch of a non-resident carporation. venture must be included along with the corporation’s other Assets and
A corporation that meets these criferia should disregard all other Capital lfabilities when calculating its Taxable Paid-up Capital.
Tax ftems (including the calculation of Taxable Capital). Enter NIL in | 550 Special rutes and rates apply to Non-Resident corporaficns (s.63, 5.64 and
on page 12 and compleie the return from that poirit. All other corporations must 5.89(3)).

: compule their Taxable Capital in order to defermine their Capital Tax payable. Paid-up Capital of Non-resident: Paid-up capital employed in Canada of
Members of a partnership {limited or general) or a joint veniure, must attach a non-resident subject to tax by virtue of $.2(2)(a) or 2(2){b), and whose
ali financial statements of each partnership or joint venture of which they are business is not carried on solely in Canada is deemed to be the greater
a member. The Paid-up Capital of each corporate partner must include its of (1) taxable Incame in Canada divided by 8 percent or {2) total assets in
share of liabilities that would otherwise be included if the parinership were Canada minus certain indebtedness in accordance with the provisions of
a corporation. If Investment Allowance is claimed, Total Assets must be 5.63(1}a} (Int.B. 3010).

Paid-up Capital

Paid-up capital stock {Int.B. 3012R and 3015R) G T T o 11 12,953,180 »
Retained sarnings (if deficit, deduct) {int.B. 3012R) -4 EX1 711,949 o
Capital and other surpiuses, excluding appraisal surplus {Int.B.3012R) B T + 630,158 »
Loans and advances {Atfach schedule) {Int.B. 3013R) e N E5 14,790,903 o
Bank loans (Int.B. 3013R) e .
Bankers acceptances (Int.B. 3013R) T T T S R R T R S + .
Bonds and debantures payable (Int.B. 3013R) N S .
‘Mortgagespayable(lnt.B.3013R) D T L T T S T B + .
Lien notes payable {(int.B. 3013R) T T e B R L S A B + L]
Deferred credits (including income tax reserves, and deferred revenue where it would also
be included in paid-up capital far the purposes of the large corporations tax) (Int.B. 3013R) B, 4,611,025 o
Contingent, investment, inventory and similar reserves (Int.B. 3012R) L T S R T T S B + ) .
Other reserves not allowed as deductions for income tax purpeses {Attach schedufe) {Int.B. 3012R) S T I R + .
Share of partnership(s} or joint venture(s) paid-up capital {(Attach schedule(s)) (1nt.B. 3017R;} R L T T R + .
- Subtotal S S Ei4)] 33,697,215 o
Subtract. Amounts deducted for income tax purposes in excess of amounts booked
: (Retain calculations. Do not submit.) (Int.B. 3012R}) R T S T S R R - 2,532,605 «

Deductibie R & D expenditures and ONTTI costs deferred for income tax

if not already deducted for book purpases (Int.B. 3015R) E R LT T S T A R T B — .
Total Paid-up Capital T 31,164,610 o
" Subtract; Deferred mining exploration and development expenses (s.62(1)(d)) {Int.B. 3015R} R T .

Eiectrical Generating Corporations Only — Al amounts with respect to electrical generating assets, except

to the extent that they have been deducted by the carporation in computing its income for income tax purposes

for the current or any prior taxation year, that are deductible by the corporation under clause 11(10)(a) of the

Corporations Tax Act, and the assets are used both in generating electricity from a renewable or alternative

energy source and are qualifying property as prescribed by regulation L T R

Net Paid-up Capital T

DL 31,164,610

- Eligibie Investments (Refer to Guide and Int.B. 3015R)

Attach computations and list of corporation names and investment amounts. Shori-term investments (bankers acceptances, commercial paper, etc.)
are eligible for the aliowance only if issued for a term of and held far 120 days or more prior to the year end of the invesior corporation.

Bonds, lien notes and similar obligations, {similar obligations, ¢.g. stripped

interest coupons, applies to taxation years ending afier Cctober 30, 1998) T T T + .

- Morigages due from other corporations T T T T R T + .
" Shares in other corporations {certain restrictions apply) (Refer to Guide) R T T T S S B R + .
L.oans and advances to unrelated corporations T T N S 14144,

_ Eligible loans and advances to related corporations {certain restrictions apply) (Refer fo Guide) D TN S + 3,200

" Share of parinership(s) or joint venture(s) eligible investments (Attach schedule) R L N + .
Total Eligible Investments 1 P ) (ORI ¥/ < . 1N

continued on Page 10
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35,215,377 .

" Capital Tax continued from Page 9

Total Assets (Int.B. 3015R)
e e e e e e e e - e ¥ 1420

Total Assets per batance sheet B T T A
Mortgages or other liabilities deducted from asséls T S S + L
Share of partnership(s)fjoint venture(s) total assets (Affach schedule) T
Subtract: Investment in partrership(s)foint venture(s} B T T - -4 .
Total Assets as adjusted e e e e e e e e e e e - o= 35215377 8

Amaunts in 1360 ] and [361] (if deducted from assets) e I IR

Subtract; Amounts in ,and e R B .1 2,532,605 »

'
'

L}

'

'

'

'

f

'
+
I
]
[N
.

+

i
E
]
L

Subtract: Appraisal surplus if booked R T T -— »
Add or Subfract; Other adjustments (specify on an attached schedule) B T R _“: _ _ »
Total Assets U T =[a80]_ " 32,682,772
Investment Allowance ([410] + [a50}) x [390] . . ... - nNottoexceed[®] =[mwy. - 16538,
Taxable Capital [3s0] — [480] U Y /] FARec) ¥ A0
Gross Revenue (as adjustedtoincludetheshareofanypaﬁnership(s)!jointventure(s)Gross Revenue) - - - l o : 43;317,076.J
Total Assets (s adjusted) T T N T me|'5'-1'__-'1;:i._'---35",'21"5-,-327'.7-4-

‘Calculation of Capital Tax for all Corporations except Financial Institutions
Note: This version (2007) of the CT23 may only be used for a taxation year that commenced after December 31, 2004.
Financial Institufions use calculations on page 13.

if the corporation is a family farm corporation, family fishing corporation or a credit union that is not a Financial
Institution, complate only Section A below.

If the corporation is hot a member of an associated group and/or partnership, complete Section B below, then review
only the Capital Tax calculations in Section C on page 11, selecting and completing the one specific subsection (e.g. C3)
that applies to the corporation.

OR If the corporation is a member of an associated group and/or partnership, complete Section B below and Section D
on page 11, and if applicable, complete Section E or Section F on page 12. Note: if the corporation is a member of a
connected partnership, please refer to the CT23 Guide for additional instructions before completing the

Capital Tax section,

SECTIONA -

This section applies only if the corporation is & family farm corporation, a family fishing
corporation or a credit union that is not a Financia! Institution (Int.B. 3018).

Enter NIL in on page 12 and complete the refurn from that point.

3 SECTIONB - - R R s
BI Calculation of Taxablle Capital Deduction (TCD}  Number of Days in Taxation Year
] Days after Dec. 31, 2004 Tolal Days

and before Jan. 1, 2005

7,500,000 x {[38] + 365_ )= + [501] .

Days afier Dec, 31,2005 1otal Days )
and before Jan. 1, 2007

10,000,000 x | [37] +[78]_365 |= + .
[504]

Days after Dec. 31,2008 1ot Days b
and before Jan. 1, 2008

12,500,000 x ([38] 365 + 365_ | = + [504] 12,500,000 o

Days afler Dec. 31, 2007 Tolal Days

|
(503] 12,500,000 4

15,000,000 x |[39] + 365 J= +
Taxahie Capital Deduction (TCD) + + +

This section applies to corporations to calculate the prorated capital tax rate.

(]

Calculation of Capital Tax Rate Number of Days in Taxation Year

Days before Jan. 1, 2007 Totat Days
03% x|[556} +[73] 365 |=

Days after Dec. 31, 2006 Total Days
and befare Jan. 1, 2008
0.285% X 365 + 365 | = 512 0.2850 %
Capitat Tax Rate + - - - - - 0.2850 %

+

511 %

+

, coniinued on Page 11




Corporation's Legal Name Ontaric Corporations Tax Account No. (MOF)  Taxation Year End CT23 Page 11 of 20

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31 DOLLARS ONLY

Capital Tax Calculation continued from Page 10

_

This section applies if the corporation is not a member of an associated group andfor partnership.

j' Elf and an page 10 are both $3,000,000 or less, enter NIL in on page 12 and complate the return from that point.

Elf Taxable Capital in is equal to or less than the TCD in , enter NIL in on page 12 and complete the return from that point.

o Ef Taxable Capital in exceeds the TCD in . compiete the following calculation and fransfer the amount from to on page 12,
' and complete the return fram that point.

+ From .
— From I 1 Days in taxation year
= « X From 100.0000!% X From 02850 % X 365 = + .
Ontario Allocation Capital Tax Raie 365 (365 iflespyear)  Transfer o on page 12 and
If floating taxation year, complete the return from that point

refer to Guids.

¥ SECTIOND

This section applies ONLY to a corporation that is & member of an associated group (excluding Financiat institutions and corporations exempt from Capital Tax)
and/or partnership. You must check either or and complete this section before you can calculate your Capital Tax Calculation under either Section E
or Section F.

{X if applicable) All corporations that you are asscciated with do not have a permanent establishment in Canada.
If Taxable Capital on page 10 is egual to ar less than the TCD on page 10, enter NIL in
on page 12 and complete the return from that point.

if Taxable Capital on page 10 exceeds the TCD on page 10, praceed to Section E, enter the TCD amount in
in Section E, and complete Section E and the retumn from that point.

ﬂ X if applicable) One or more of the carporations that you are associated with maintains a permanent establishment in Canada.

You and your associated group may continue to allocate the TCD by cempleting the
Calculation below. Or, the associated group may file an election under subsection 69{2.1)
of the Corporations Tax Act, whereby total assets are used to allocate the TCD among the
associated group, Once a 5.69(2.1) election is filed, all members of the group wili then be
required o file in accordance with the glection and altocate a portion (portion is henceforih
referred to as Net Deduction) of the capital tax effect relating to the TCD to each
corporation in the group on the besis of the ratio that each corporation’s total assets
muttiplied by its Ontaric allacation is to the total assets of the group.

The total asset amounts and Ontario allocation percentages to be used for this calcutation
must be taken from each corporation’s financial information from its last taxation year ending
in the immediately preceding calendar year.

In addition, afthough each corporation in the associated group may deduct its Net Deduction
amount as apportioned by the iotal asset formula, the group may, at the group's option,
realiocate the group’s total Net Deduction among the group on what ever basis the corporate
group wishes, as long as the total of the reallocated amounts does not exceed the group's
total Net Deduction amount originally calculated for the associated group.

D2 Calculation is on next page

continued on Page 12
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D2. Calculation Do not complete this calculation if £5.69(2.1) election is filed

Taxable Capital Frumonpagem e T .

Determine aggregate taxable capital of an associated group (excluding financial institutions and
corporations exempt from capital tax) and/or partnership having a permanent establishment in Canada

Narmes of associated corporaticns (excluding Financial Ontario G fions T
Institutions and corporations exempt from Capital Tax) An a A Norpol\l;'laOIF s 1ax
having a permanent establishment in Canada _;:cou:’_l I;" (MOF)

(i insufficient space, attach scheduie} {if applicable)

Taxation Year End Taxable Capitat

+ e
+[s2] .
.

Aggregate Taxable Capital  [470] + [531] + [532] + [533] | ete. e e e e e e e e et i e e e = :
ﬁ L J

if above is equal {0 or less than the TCD on page 10, the corporation’s Capital Tax for the taxation
year, is NIL.
Enter NIL in in section E below, as applicable.

i above is greater than the TCD on page 10, the corporation must compute its share of
the TCD below in order to calculate its Capital Tax for the taxation year under Section E below.

Fram [470] . + From|540] « X From [503] - =[5 el .
Trensferto in Section E below

Ss.69(2.1} Election Filed

(X if applicabie)  Election filed. Attach a copy of Schedule 591 with this CT23 Return,
Proceed to Section F below.

SECTIONE

This seclion applies if the corperation is a member of an associated group and/for partnership whose total aggregate
Taxable Capital above, exceeds the TCD on page 10.

Complete the following caleulation and transfer the amount from 10[543] and complete the return from that paint.

+ From ) Total Capital Tax for
- L Days in taxation year the taxation year
= e X From - 160.0000[% X From 0.2850 % X 365 = + .
Ontario Allocation Capital Tax Rate  * 3g5 (266 if leap year) Transer to and complete
the return from that point
8 SECTIONF

This section applies if a corporation is a member of an associated group and the associated group has filed a §5.69(2.1) election

+ From [470] 31,148,072 « X From[ 30| 100.0000f% x Fom(318] o0.0850% - - - - - - - =+ 88,7724
Ontario Allocation Capital Tax Rate
— Capital tax deduction from relating tc your corporation’s Capital Tax deduction, on Schedule 591 - - — From 31,998,
= 56,774«
Total Capital Tax for
) ) the taxation year
Days in taxation year
Capital Tax e e — e e - . 56,774 « X 555] 365 - - e - = 56,774 «
* 365 (366 leap year) Transfer to and complete

the return from that point

" if floating taxation year, refer to Guide.

.

" Capital Tax before application of specified credits T = L 56,774,
Subtract: Specified Tax Credits applied to reduce capital tax payable (Refer fo Guide) - e e e e e e e - - .
Capital Tax - (amount cannot be negative) B = ~ . BB774.

Transter to Page 17

continued on Page 13
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Capital Tax continued from Page 12

Calculation of Capital Tax for Financial Institutions

1.1 Credit Unions only
For taxation years commencing after May 4, 1999 enter NIL in on page 12, and complete the return from that point.

1.2 Other than Credit Unions
" (Retain details of cafculalions for amounts In boxes and . Do not submit with this tax return.)

Days in taxalion year

565] . il e ox (567 % X Fom[30]| 100.0000{% x [585] 365 - - - - = +[s89] .

Lesser of adjusted CaPitaI Tax Rate (1} Ontario Allocation  + 365 (366 if leap year}
Taxabie Paid Up Capital (Feeter io Guide}

and Basic Capital Amount

in accordance with

Division B.1
Days in taxalion year
ol . X % X Fom|30] 100.0000/% x %5 - - - - = +[s74] .
Adjusted Taxable CaPitaI Tax Rate (2) Ontaric Allocation  + 365 (386 if leap year)
Paid Up Capital {Refer to Guide)
in accordance with
Division B.1 in excess
of Basic Capital Amount
Capital Tax for Financial Institutions — other than Credit Unions {before Section 2) + - - =[o78] o A,
* I floaling taxation year, refer lo Guide.
2. Small Business Investment Tax Credit
{Retain details of eligible investment calculation and, if claiming an investment in CSBIF, refain the ariginal leffer approving
the credit issued in accordance with the Community Small Business Investment Fund Act. Do not submif with this tax refumn.)
Allewable Credit for Eligible investments S T = - S .
Financial Institutions: Claiming a tax credit for investment in Community Small Business Investment Fund (CSBIF)? (X} I:l Yes

Capital Tax - Financial Institutions  [575] - [585] T N = [588] .
Transfer to on Page 12

Premium Tax (s.74.2 & 74.3)  (Refer to Guide)

(1) Uninsured Benefits Arrangements R N k-1 U e % 2% - - = SRR I
Applies to Ontario-related uninsured bensfits arrangements.

{2) Unlicensed insurance {enter premium tax payable in and attach a detailed schedule of calculations. If subject to tax under
(1) above, add both taxes fogether and enter fotal tax in [ 5881.) '
Applies to insurance Brokers and other persons placing insurance for persons resident or property situated in Ontario with
unlicensed insurers.

Deduct: Specified Tax Credits applied to reduce premium tax (Refer to Guide} R —[B88] " o
Premium Tax [588] — [589] A T =[] .
Transfer to page 17




CT23 Page 14 of 20
DOLLARS ONLY

Reconcile net income (loss) for federal income tax purposes
with net income (loss) for Ontario purposes if amounts differ

Net Income {loss) for federal income tax purposes, per federal T2 Schedule 1 e e e . + 2,355,899 o
Transferto Page 15

Add:
Federal capital cost allowance N
Federal cumuiative eligible capital deduction e
Ontario taxable capital gain e
Federal non-allowable reserves. Batance beginning of year B T
Federal allowable reserves. Balance end of year B T T T 170,989 «
Ontario non-allowable reserves. Balance end of year T T B T 4,682,528

- - F 1,273,099 o
+

+

+

*

+

Ontario allowable reserves, Balance beginning of year B L T R 583,673 »
+

+

*

+

+

132,175
57,763
3415972 .

Federal exploration expenses (e.g. CEDE, CEE, CDE, COGPE) e L
Federal resource allowance (Refer lo Guide) T T T O
Federat depletion allowance B R
Federal foreign exploration and development expenses T R
Crown charges, royalties, rentals, etc. deducted for Federal purposes {Refer fo Guids) - - -
Management fees, rents, royalties and simitar payments to non-arms' length non-residents ¥

Number of Days in Taxation Year

Days after
Dec. 3¥. 2002 and
before Jan. 1, 2004 Total Days
61z WX 5 7 12.5 x|[33] +[73] 365 |=+|623] .
Days after
Dec. 31, 2003 Total Days

8i2]  ox'5 /14 x[3e]_ 365 +[73] 365 =+[634} .

Total add-back amount for Management fees, etc. + = LA L
Federat Scientific Research Expenses claimed in year from line of fed. form T661 _
excluding any negative amount in from Ont. CT23 Schedule 161 T Y
Add any negative amount in from Ont. CT23 Schedule 161 T ST
Federal allowable business investment loss - e - e - s - s s + L
Total of other items not allowed by Ontario but allowed federally (Aftach schedule) - - - - % .

Total of Additions to + + + + + + - . - = 10,316,199 . » 10,316,199 o
. Transfer to Page 10
Deduct:

Ontario capital cost allowance (excludes amounts deducted under ) e T : 1,273,099
Ontario cumulative eligible capital deduction e T T - 132,175
Federal taxable capital gain e L 57,763 »
Ontaric non-aliowable reserves. Balance beginning of year e T + 3,415,972 «
Ontario allowable reserves. Balance end of year T 170,989 »
Federal non-aliowable reserves, Balance end of year B T T 4,682,528 «
Federal allowable reserves. Balance beginning of year T 583,673 »
Ontario exploration expenses (e.q. CEDE, CEE, CDE, COGPE) (Retain calculations. Do not submit) + .
Ontario depletion allowance e T T .
Ontario resource allowance (Refer to Guide) e e e e e e e e e e e e === .
Ontario current cost adjustment (Attach scheduls) B T T T T L . .
COCA on assets used to generate electricily from natural gas, alfernative or renewable resources. + .
Subtotal of deductions for this page to + + T 681 10,316,199

Transfer to Page 15

- continued on Page 15




Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215

Ontario Corporations Tax Account Ne, {MGF}

Taxation Year End

2007-12-31

Reconcile net income (loss) for federal income tax purposes with net income {ioss)

for Ontario purposes if amounts differ
continued from Page 14

CT23 Page 15 of 20
DOLLARS ONLY

" Net Income (loss} for federal income tax purposes, per federal Schedule 1 C e e e e e - - - - - Fom I 2,355,899 »
Total of Additions on page 14 e T T R N S - - Fom =[640] 10,316,199 »
. Sub Total of deductions on page 14 e e = = = =+ e = = = = e = - = - Fram = 10,316,199 o
Deduct:
Ontario New Technology Tax Incentive (ONTTI) Gross-up
(Applies only to those corporations whose Ontario allosztion is less than 400% in the current taxation year.}
Gapital Cost Aliowance {Ontario) (CGA) on prescribed quafifying
intellectual property deducted in the current taxation year - - - |82 .
ONTTI Gross-up deduction calculation:
Gross-up of CCA
From . .
. X 00| - e feE2] . =[] .
From 100.0000
QOntario Allocation
Workplace Child Care Tax Incentive (WCCT)
{Applies to eligible expenditures incurred prior to January 1, 2005.)
665 W X 30% x . 100 | = T .
Qualifying expenditures: From 100.0000
Ontaric allocation
Workplace Accessibility Tax Incentive (WATI)
(Appfies to eligible expenditures incurred prior to January 1, 2005.)
G67] o xiiog% x sooiidoo Tl | =[eBel.in
Qualifying expenditures: From 100.0000
Ontario allocation
Number of Employees accommodated L
Ontario School Bus Safety Tax Incentive {0SBSTI)
{Applies to the eligible acquisition of schoot buses purchased
after May 4, 1999 and before January 1, 2008.) (Refer to Guids)
6ro] o X 30% x ofideo i | =67
Qualifying expenditures: From 100.0000
L. Ontario allocation _i
Educafional Technology Tax Incentive (ETTI)
(Applies to eligible expenditures incurred prior to January 1, 2005.)
e72] o % Trsy X Soatdooiit | o=[e78] i
Qualifying expenditures: From l 100.0000
L QOntario allocation |
Ontario allowable business investment loss B R T + .
Ontario Scientific Research Expenses claimed in year in from Ont. CT23 Schedule 161 + .
Amount added to income federally for an amount that was negative on .
federal form T661, line 454 or 455 (if filed after June 30, 2003) Poe e e e e e e H .
Total of other deductions allowed by Ontario (Aifach schedule) A .
Total of Deductions [681]+[663] + [686] + 668 ] + [671] + [673] + [678] + [678] + [677] + {664] = 10,316,199 . P 10,316,199 4
'Net income (loss) for Ontario Purposes  [so0]+[e40] - [es0] s - - - - =[es0 2,355,899 «

Transfer to Page 4




Continuity of Losses Carried Forward

CT23 Page 16 of 20

DOLLARS ONLY

Non-Capital Losses Total Capital Farm Losses Restricted Farm Listed Personal | Limited Partnership
{1} Losses Losses Property Losses Losses (6}
_— [7o0]s = 1 @) @ 740 750
- Balance at Beginning of Year PR
Add: 701 711 731 741 751
d Current year's losses (7)
Losses from predecessor L7021~ - 1712 722 [ 752
corporations (3) R e ,
703 713 723 753
Subtotal
Subtract: Utilized during the year @) @ [724](2) @) ) “
{o reduce taxable income
) , 705] .5 - = | [725
Expired during the year I P o
Carried back to prior @ W Page 17 (zy |‘loPaget? (77 loPage 17 (zy ‘oPage 7
years to reduce
taxable income {5}
707 717 727 757
Subtotal
{7oe]® .- 719 729 73¢ 749 759
Balance at End of Year Tl

Analysis of Balance at End of Year by Year of Origin

Year of Origin
(oldest year first)

Non-Capital Losses

Non-Capital Losses

of Predecessor

Total Capital Losses
from Listed Personal

Farm Losses

Restricted Farm
Losses

(1) Non-capital losses include allowable business investment losses,
fed.s.111(8)(b), as made applicable by .34,

{2) Where acquisition of control of the corporation has occurred, the
utilization of losses can be restricted. See fed.s.111(4) through

111(5.5), as made applicable by 5.34.

(3) Includes losses on amalgamation (fed.s.87(2.1) and 5.87(2.11)) and/or
wind-up (fed.s.88(1.1) and 88(1.2)), as made applicable by s.34.

{4) To the extent of applicable gainsfincomefat-risk amount only.

year month day Corporations Property oniy
gy 870
jiES1
L - 2000-12:31"" S S
-1, . 6in preceding taxalicn year. 53
[50a]
[aos],..
R 2005-12-38 | i R '
80B 1, (' st preceding Iaxaton ¥o2t . - N ([EB 858
. L L 200612-317:, - B R
508], .: Curent fmetion year . - . : B {1879
: S 20074231 L PR
R B ARt I 7]} 839] - 849 869 888
Total., -
Notes:

(5) Generally a three year carry-back applies. See fed.s.111{1} and
fed.s.41(2)1(b), as made applicable by s.34.
(B) Where a limited partner has limited parinership losses, attach loss
caleulations for each partnership.
(7) Include amount from if taxable income is adjusted to claim unused
foreign tax credit for federal purposes.

(8) Amount in must equal total of +-

(9} Include non-capital losses incurred in taxation years ending after

March 22, 2004.




Corporation's Legal Name

Ontario Corporations Tax Account No. (MOF)

1800215

Taxation Year End

CT23 Page 17 of 20

2007-12-31 DOLLARS ONLY

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Request for Loss Carry-Back (s.80(16))

Appfies to corporations requesting a reassessment of the return of one or more
previous faxation years under £.80(16) with respect to one or more types of losses
carried back.

* If, after applying & loss carry-back to one or more previous years, thereis a
balance of loss available to carry forward to a future year, it is the corporation's
responsibility 1o claim such a halance for those years following the year of loss
within the limitations of fed.s.111, as made applicable by .34.

» Where control of a corporation has been acquired by a person or group of
persons, certain restrictions apply to the carry-forward and carry-back
provisicns of losses under fed.s.111(4) through 111(5.5), as made applicable
by 5.34.

Refunds arising from the loss carry-back adjustment may be applied by the
Minister of Finance to amounts owing under any Act administered by the
Ministry of Finance,

.

+ Any late filing penalty applicable 1o the return for which the loss is being
applied will not be reduced by the loss carry-back.

+ The appfication of a loss carry-back will be avaitable for interest calculation
purposes on the day thal is the latest of the following:

1) the first day of the taxation year after the loss year,

2) the day on which the carparation’s retum for the loss year is delivered 1o
the Minister, or

3) the day on which the Minister receives a request in writing from the
cerporation fo reassess the particular taxation year to take into accouni
the deduction of the loss.

+ |f a loss is being carried back {0 2 predecessor corporation, enter the
predecessor corporation’s account number and taxation year end in the
spaces provided under Application of Losses below.

. . Non-Capital Total Capital Farm Losses Restricted Farm

Application of Losses Losses Losses Losses

910 520 930
Total amount of loss
Deduct: Loss to be carried back to preceding taxation yeass
and applied to reduce taxable income .

Predecess;\)r Ontarir:l: C?I{q%)é?tion’s Taxation Ye‘::LEcr':ding . .
Tax Account No. year mon ay 9111 621 931 241
iy 3 preceding L 2004-12-31 . :
- L 912] " 922 932 942
902 LRI L v
iiy 2" preceding - 2005-12-31 L ;
.- - 913" Lo 923 9 943
. a03 (] AT 13 23
iy 1% preceding R0 [0 [0 WX ST o
. From Lo I From From From
Total loss to be carried back T :
. 919 929 939 940

Balance of loss available for carry-forward
Summary Certification
Income Tax T

+ From .

Carporate Minimum Tax - - -

Capltal Tax - - - = ~ - - = * fom
Prermium Tax T ;
Total Tax Payable - - - - - - =|980];
Subtract: Payments - = e = = - = —|es0l:
Capital Gains Refund (5.48) - - S .

Qualifying Environmental

| am an authorized signing officer of the corporation. | certify that this cT23
return, including ali schedules and statements filed with or as part of this CT23
return, has been examined by me and is a true, correct and complete return and
that the information is in agresment with the boaks and records of the corporation.
I further certify that the financial stalements accurately reflect the financial
position and operating results of the corporation as required under section 75 of
the Corporations Tax Act. The method of computing income for this taxation year
is consistent with that of the previous year, except as specifically disclosed in a
statement attached.

Name (please print)

Trust Tax Credit (Refer to Guids) - S .
Specified Tax Credits . ROSS PEEVER
(Refer to Guide) e 11 .| Title
Other, ify _Alloc from Fed - -508,793
o, specly ———— 22 el pRESIDENT
Balance U 200710, | Fuli Residence Address
If payment due - - - - Enclosed *{9980} . - 200,710 .
If overpayment: Refund (Refer to Guide) - = .
yvear monih day
Apply to 90]° L. :
(includes credit inlerest} yﬁ/ Date
* Make your cheque {drawn on a Canadian financial institution) or a money / yd )y 2008-06-26
order in Canadian funds, payable to the Minister of Finance and print L~

your Ontario Corporation’s Tax Account No. {MOF) on the back of -

cheque or money order. (Refer to Guide for other payment methods.}

Note: Section 76 of the Corporations Tax Act provides penalties for making false
or misleading statements or omigsions.




WHESC - PIL 2007 080313.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORF
2008-06-26 07:50 86375 9692 RCOO0

Attached Schedule with Total

Deferred credits (including income tax reserves, and deferred revenue where it would also be included in paid-up capital for the purposes of the farge corporations

Title Supplement to CT23 line 359

Description Amount
Employee Benefits - Current 70,545:00
Employee Benefits - Long-Term 1,462,941|00

Adjustment for recovery of payment in lieu of tax 6,540
Other reserves 3,070,995/00
Total 4.,611,025(00




VNHESC - PIL 2007 080313.207 2007-12-31 WELLAND HYDRO ELECTRIC SYSTEM CORP

2008-06-26 07:50 86375 9692 RCO00"
Attached Schedule with Total
Amounts deducted for income tax purpases in excess of amounts booked {Retain calculations. Do not submit.) (Int.B. 3012R)
Title Supplement to CT23 line 371
' ;Description Amount
Regulatory Asset Deductions in Excess of Book 3,145,473i00
Cumnulative Book Depredation (py 7,607,312 + cy 1,634,333) -9,241,645100
- Cumulative CCA claimed (py 6,349,105 + cy 1,273,099) 7,622,204(00

Cumulative CEC claimed {py 874,398 + cy 132,173)

1,006,573:00

Total

2.532,605/00




© WHESC - PIL 2007 080313.207

2007-12-31
2008-06-26 07:50

Attached Schedule with Total

Eiigible loans and advances to related corporations (certain restrictions apply)

Title Supplement to CT23 line 406

Description
Due From Related Company

WELLAND HYDRO ELECTRIC SYSTEM CORF
86375 9692 RCO0D

Amount
3,200

Total 3,200

00




WHESC - PIL 2007 080313.207 2007-12-31
2008-06-26 07:50

Attached Schedule with Total

Loans and advances to unrelated corporations

Title Supplement to CT23 line 405

- Description
Eligible advances included in prepaid accounts

WELLAND HYDRO ELECTRIC SYSTEM CORP
86375 9692 RCO00"

Amount
14,144|00

Total 14,144100




" | Corporation's Legal Name

Corporate Minimum Tax (CMT)
€T23 Schedule 101

Page 1 of 3

WELLAND HYDROQ ELECTRIC SYSTEM CORP.

Ontarlo Gorperations Tax Account No, (MOF) Taxation Year End

1800215 2007-12-31

‘Part 1: Calculation of CMT Base
_Banks — Net income/loss as per report accepted by Superintendent of Financial institutions (SF)

" under the Bank Act (Canada), adjusted so consolidation/equity methods are not used.

v

Life Insurance corporations — Net income/loss before Special Additional Tax as determined under $.57.1(2)(c) or (d)

~++Net Income/Loss (unconsolidated, determined in accordance with GAAF) ... ... x 97,729_.]
Subtract (to the extent reflected in net income/loss):
Provision for recovery of income taxes / benefit of current income taxes  + ({2101 r _.|
Provision for deferred income taxes (credits) / benefit of fuiure
INCOME TAXES o cvvrrrmrrrem s e s ss s +12102 J
Equity income from corporations ..o + (2103 R
Share of partnership(s)/joint veniure(s) income ... e + 2_19i| .
Dividends received/receivable deductible under fed.s 112 ... + 325_ 1,744
Dividends receivedireceivable deductible under fed.s. 113 ... +|2106 .
Dividends received/receivable deductible under fed.s.83(2)  .......... + 12107 .
Dividends received/receivable deductible under fed.s.138(6) ......... +|2108 .
S_et_jgraEdP%rt \{I.1 ‘tjax pdaid %n
i s ai
unde?r;ed.si%?r?(ﬁn parss [ JX O3 L. +[2109] R
LUSUBEORAL e = 1,744 J» - [2110]_ 1,744
Add (to extent reflected in net income/loss):
Provision for current taxes / cost of current income taxes ... ... - + r 683,071 J
Provision for deferred income taxes (debits} / cost of future
IMCOMIE LAXES  + oo v o e e ee et ee et e +[2112] .
Equity losses from Corporations . ... ..o + (2113 .
Share of partnership(s)/joint venture(s) losses ... +12114 o
Dividends that have been deducted to arrive at nef income per Financial
Statements s.57.4{1.1) (excluding dividends under fed.s.137(4.1))y ... +12115 .
SUBEOTAL oo = 683,071 J» +2116)[ _ 683,071 J
Add/Subtract:
Amounts relating to s.57.9 election/regutations for disposals etc. of property for current/prior years
Fed 885 ... .. +[2117 Jor —[2118 .
*Fad s 851 ... . + (2119 o or —12120 .
A7 e +i2121) Jor ~[2122 o
** Amounts retating to amaigamations
{fed.s.87) as prescribed in regulations
for current/prior years .. ... ... - . + l_ Jor —[2124 [ K
«= Amounts relating to wind-ups (fed.s.88)
as prescribed in regulations for current/
PIOFYBAIS « v v cov v e e e + [2128][__ Jor - 21261 J
»* Amourits relating to 5.57.10 election/
e oo vears <+ [2127] ~Jor - ZEE ]
Interest allowabe under o5 20(1)(0 00 () St netincorme. @ ]
Gapital gains on eligible donations of publicly-listed securities and
ecologically sensitive land made after May 1, 2006 (to the extent
reflected in net income/ioss) — [2185]{ -
Subtotal (Additions) ................. = [ > +{2129 i
 Subtotal (SUBLFACHONS) ... oveeei o e = L J» - [2130 i
W OMNEr AGIUSIMENES - - o oo e e e e oo ec e ee st 21311 d
_ Subtotal i-—++-i ............................ =[2132 779,056 4
** Share of partnership(s)/joint venture(s) adjusted netincomefloss ... .. 112133
Adjusted net income (loss) (if loss, transfer to in Part 2: Continuity of CMT Losses Carried Forward.) =[2134 779,056

Deduct: * CMT losses: pre-1994 L0Ss ... ovvvvconranne s + From{2210 .
* CMT losses: other eligible losses . ... ... v e e + 2211 A
= > —[2135]]

* CMT losses applied cannot exceed adjusted net income or increase a loss
** Retain calculations. Do not submit with this schedule.

COMT BASE v e e e e =[2136][




Corporate Minimum Tax (CMT)
€T23 Scheduie 101

Page2of 3

Corporation's Legal Name

Ontario Corporations Tax Account No. (MOF)

Taxation Year End

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31

Part 2: Continuity of CMT Losses Carried Forward
Balance at Beginning of year NOTES(1), (2} ... .. ovvvmmn o mr st + (2201 _.}
Add: Current years J0SSES ... ... + 12202 r J

Losses from predecessor corporations on

amalgamation NOTE(3) ... . - oo + (2203 | o

Losses from predecessor corporations on wind-up NOTE {3) +|2204 | .

. Amalgamation (X) [2205 D Yas Wind-up (X) |2206 D Yes

SUBLOLAL .« o v o e e e = I+ 2207) R
Adjustments (attach schedulg) . ... oi + 2208 _.l
CMT losses available 5207] + [2207] + [Z20B] .\ oo e e = [2209]_ - d
Subtract; Pre-1994 loss utilized during the year fo reduce adjusted

NELIMCOME o ottt e e e e + 22101'7 .]

Other eligible losses utilized during the year to reduce

adjusted net iNCOME NOTE(M) . ... -« + 12211 o

Losses expired during the year .. ... + (2212 o
SUBLOAL  « + v o e e e = Jr -2zl .
Balances at End of Year NOTE (5) 2200] —12213] .. e s =12214 F R

Nofes:

. (1) Pre-1994 CMT loss (see .57.1(1}) should be included in the
" palance at beginning of the year. Attach schedule showing
computation of pre-1894 CMT loss.

(2) Where acquisition of control of the corporation has occurred,
fhe utilization of CMT losses can be restricted. {see 8.57.5(3)
and a 57.5(7)}

(3) Include and indicate whether CMT losses are a result of an
amalgamation to which fed.s.87 applies andfor a wind-up to
which fed.s.88(1) applies. (see 5.57.5(8) and $.57.5(9))

(4) CMT losses must be used fo the extent of the lesser of the

adjusted net income [2134 and CMT losses available 12209].
(5) Amount in {2214 must equal sum of [2270] + {2290/

Part 3: Analysis of CMT Losses Year End Balance by Year of Origin

For a pre-1994 loss, use the date of the last taxation year end before your corporation's first taxation year commencing after 1993.

e
Year of Crigin CMT Losses of
{oldest year first) CMT Losses of Corporation | Predecessor Corporations
year month day

2240l 9th preceding taxation year [[9250 2280
1998-12-31

So44]|| 8th preceding taxation year |[2261 2581
1999-12-31

2042 7th preceding taxation year |[2262 2387
2000-12-31

2243} 6th preceding taxation year [[2253 2983
: 2001-12-31

344 5th preceding taxation year {(9954 2984
2002-12-31

2245 4th preceding taxation year f{ongs 2985
2003-12-31

2746|| 3rd preceding taxation year {2266 2786
2004-12-31

12047 2nd preceding taxation year {foog7 2987
2005-12-31

2748]|| 18t preceding taxation year [[5558 2288
2006-12-31

294G Current taxation year 2260 2989
2007-12-31

Totals 2270 2290

The sum of amounts {2270 +[2290
must equal amount in |22141.




Corporate Minimum Tax (CMT)
- CT23 Schedule 101

Page 3 of 3

. [Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Ontario Corporations Tax Account No. (MOF) | Taxation Year End

1800215 2007-12-31

Part 4: Continuity of CMT Credit Carryovers
Balance at Beginning of year NOTE({1) .. .. . ... . e e + [2301]] -
Add: Current year's CMT Credit ([280] on page 8 of the CT23

or - on page 6 of the CT8. If negative, enter NIL)

* Gross Special Additional Tax NOTE (2) on page 5 of CT8.

' (Life insurance corporations only.

+ From[280] or[ 3471 J

Others enter NIL) .. ........... + From (312 _

.- Subtract Income Tax

E( on page 6 of the CT23 or

page4 of the CT8) ........ — From

Subtotal (If negative, enter NIL) ... =

. Current year's CMT credit (if negative, enter NIL) [280] or[347] - [2305] .
'CMT Credit Carryovers from predecessor corporations NOTE (3) -

Amalgamation (X) [2315] mDYes Wind-up (X)
' Subtotal [2301] +[2370] +[2325] ... ... = [2330]|

‘ Adjustments (Affach schedule) . . . . e

......................... =E§’§§” e —

__.CMT Credit Carryover available [2330|*]2332) ............

Subtract: CMT Credit utilized during the year to reduce income tax

(1310] on page 8 of the CT23 or on page 6 o the CT8) + From [310/orj351]| .

CMT Credit expired during the year

‘Subtotal ...
Balance at End of Year NOTE (4) 2333| -12335

. Notes:

......................... + (23351
[2320][ ] Yes

J» +[2310]

]

=
d

4

Transfer to Page 8 of the CT23 or Page 6 of the CT8

+[2334] 8

........................ ={2336] i i

{1) Where acquisition of control of the corporation has occurred, the utilization of CMT credits can be restricted. (see 5.43.1(3))

(2) The CMT credit of life insurance corporations can be restricied (see 5.43.1(3)(b)).
_{3) Include and indicate whether CMT credits are a result of an amalgamation to which fed.s.87 applies and/or a wind-up to which

fed.s.88(1) applies. {see 5.43.1(4))

“*{4) Amount in [2336] must equal sum of [2370] +[2390].

Part 5: Analysis of CMT Credit Carryovers Year End Balance by Year of Origin

year month day

Year of Origin CMT Credit Carryovers
{oldest year first} of Corporation

CMT Credit Carryovers of
Predecessor Corporation(s)

}2340 L

2341 -

19991231

o [2361] =z
‘ : 71h preced:ng laxatlon year 2362 . - _
' 52 2000-12-38 5 b B e
-Sih precedmg taxatlon year [2383] . o
: L2001-12-38 s | o R
2344 ‘51h precedmg taxatlon year 2364] 0 - L
: 72002- 12 31 N I
,:4!h pregedmg taxatlon year 2365 o 2385--_"
L F2003¢ 12 31 Ao e N R
'2346 "_3rd precedlng taxatlon year:‘ 2366] - 12386
<.2004-12- 31 Gl N B
- 2347 ,2f_1d__Pfe?_ed=ng taxation year |[5357] " ©|[2387].
L 20051231 | N
: 19‘4 preceding taxation year [[535g]: 2388] ’
Lo 2006-12-31 -- s R
[2349]| Current taxationysar = - |la3g9 2380
) 2007-12-31 1= 17

The sum of amounts 370

N
e
]

=]

Totals

[\
oY)
©
<

must equal amount in )




Corporate Minimum Tax (CMT)
CT23 Schedule 101 — Supporting Schedule

Corporation's Legal Name Ontaric Corporations Tax Account No. (MOF) | Taxation Year End
WELLAND HYDRQ ELECTRIC SYSTEM CORP. 1800215 2007-12-31

' CMIT Losses Carried Forward Workchart
* (i) Continuity of Pre-1994 CMT Losses

Corporation's Predecessors' Pre-1994 Loss

Date of the last tax year end before the corp's 1st tax year Pre-1994 Loss Amalgamation Wind-Up

commencing after 1993 ... ... ... L o o
Pre-1994 Loss {(perschedule) . .......... .. .. ... ... ... ..
Less: Claimed in prior faxation years commencing after 1993 ... ..
Pre-1994 Loss available for the currentyear . ... ........ .. ...
Less: Deducted inthecurrentyear . .......... ... .. .......

{max. = adj. net income for the year)

Expired after 1Qvyears .. ... .. ... .
Pre-1994 Loss Carryforward .. ... . ... ... . ... ... ... ...

- (i) Continuity of Other Eligible CMT Losses — Filing Corporation
’ (for losses occurring in tax years commencing after 1993)

Year of Origin Opening Balance Adjustment Deduction Expired Closing Balance

) YYYYIMM/DD
.| 10th Prior Year 1997-12-31
*| 9th Prior Year 1998-12-31
8th Prior Year 1999-12-31
7th Prior Year 2000-12-31
6th Prior Year 2001-12-31
5th Prior Year 2002-12-31
.1 4th Prior Year 2003-12-31
3rd Prior Year 2004-12-31
2nd Prior Year 2005-12-31
1st Prior Year 2006-12-31

Total

— Predecessor Corporations Only — Amalgamation
| indicate the amounts of eligible CMT losses from predecessor corporations. Do not include these amounts in the 'opening balance’
| of the Filing Corporation.
" -|Year of Origin  Opening Balance Add Adjustment Deduction Expired Closing Balance
YYYYMRMMDD
1997-12-31
1998-12-31
1999-12-31
2000-12-31
2001-12-31
2002-12-31
2003-12-31
2004-12-31
2005-12-31
2006-12-31

Total




Corporate Minimum Tax (CMT)
CT23 Schedule 101 ~ Supporting Scheduie

Caorporation's Legal Name Oniario Corporations Tax Account Ne. (MOF)

WELLAND HYDRQ ELECTRIC SYSTEM CORP. 1800215

Taxation Year End

2007-12-31

' CMT Losses Carried Forward Workchart (continued)

-~ Predecessor Corporations Only — Wind-Up

|Year of Origin  Opening Balance Add Adjustment Deduction Expired
YYYYMMDD

~|indicate the amounts of eligible CMT losses from predecessor corporations. Do not include these amounts in the 'opening balance’
: |of the Filing Corporation.

Closing Balance

1997-12-31

1968-12-31

1999-12-31

2000-12-31

2001-12-31

2002-12-31

2003-12-31

2004-12-31

2005-12-31

2006-12-31

Total




Corporate Minimum Tax (CMT)
CT23 Schedule 101 — Supporting Schedule

Corporation's Legal Name

Ontario Corporations Tax Account No. (MOF}

Taxation Year End

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31

"CMT Credit Carryovers Workchart

- Filing Corporation

Year of Origin Opening Balance Adjustment Deduction Expired Closing Balance

i YYYY/MM/DD
'10th Prior Year 1997-12-31

9th Prior Year 1998-12-31
.*|8th Prior Year 1999-12-31
| 7th Prior Year 2000-12-31
‘[6th Prior Year 200i-12-31

5th Prior Year 2002-12-31

4th Prior Year 2003-12-31

3rd Prior Year 2004-12-31

2nd Prior Year 2005-12-31

1st Prior Year 2006-12-31

Total

Year of Origin
YYYY/MM/DD

Opening Balance

~ r Predecessor Corporations Only — Amalgamation
. |indicate the amounts of CMT credit camryovers from predecessor corporations. Do not include these amounts in the 'opening balance'
'|of the Filing Corporation.

Add

Adjustment

Deduction Expired

Closing Balance

1997-12-31

1998-12-31

1999-12-31

2000-12-31

2001-12-31

2002-12-31

2003-12-31

2004-12-31

2005-12-31

2006-12-31

Total

"|Year of Origin
YYYY/MM/DD

Opening Balance

~ Predecessor Corporations Only — Wind-Up
Indicate the amounts of CMT credit carryovers from predecessor corporations. Do not include these amounts in the 'opening balance'
| of the Filing Corporation.

Add

Adjustment

Deduction Expired

Closing Balance

1997-12-31

1998-12-31

1999-12-31

2000-12-31

2001-12-31

2002-12-31

2003-12-31

2004-12-31

2005-12-31

2006-12-31

Total




Ministry of Revenue

Corparations Tax

33 King Street West
PO Box 620

Oshawa ON L1H BES

&) Ontario

Surtax on Canadian-Controlled Private Corporations

' ICorporation's Legal Name

1800215

Ontario Corporations Tax Account No. (MOF)

Taxation Year End

2007-12-31

1

l WELLAND HYDRO ELECTRIC SYSTEM CORP.

Name of Associated Corporation (Canadian and Foreign)

Corporations
Tax Number

Taxation Year
End

Taxation Incom

(if loss, enter nil)

-

_WELLAND HYDRO-ELECTRIC HOLDING CORP.

1800213

2007-12-31

-+

WELLAND HYDRO ENERGY SERVICES CORP.

1800214

2007-12-31

+

_ City of Welland

2007-12-31

£

Welland WiFi Corp.

1800401

2007-12-31

+

Total

Transfer fo of the CT23




. inistry of Revenue id- ital: Advan
Ontario gqorpotrr:tio;:Tax Paid-Up Capital: Loans and Advances

33 King Strest West
PQ Box 620
Oshawa ON L1H 8E8

. | Corporation's Legal Name Ontario Corporations Tax Account No. (MOF) | Taxation Year End

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31

Loans or Advances Credited or Advanced to Corporation
(includes accounts payable to related parties outstanding at the taxation year end for 120 days or more,
and accounts payable to non-related parties outstanding for 365 days or more at the taxation year end)

+

Note Pavable 13,499,953

LT customer deposits + 426,735

Current customer deposits + 864,215

Total
Transter {o of the CT23 | = 14,790,903




Ministry of Revenue
Corporations Tax

33 King Street West
PO Box 620

Oshawa ON L1H 8EQ

&) Ontario

and Gifts

Ontario Charitable Donations
' Schedule 2

Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Ontario Corporations Tax Account No. {MOF) | Taxation Year End

1800215 2007-12-31

. ® For use by a corporation to claim any of the following:

— Charitable donations;
— Gifts to Her Majesty in right of Ontaric, to Ontarie crown agencies,
or to Ontario Crawn foundations;

— Gifts to Canada or a province;
— Gifts of certified cuitural property, or
— Gifts of certified ecologically sensitive land.
® The donations and gifts are eligible for a five year camy-forward.

m Use this schedule to show a credit transfer following an amalgamation
or wind-up of subsidiary as described under subsection 87(1) and
88(1) of the federal Income Tax Act (Canada).

® For donations and gifts made after March 22, 2004, subsection 34{1.1)
of the Corporations Tax Act parallels subsection 110.1(1 .2} of the
Incoms Tax Acf and provides as follows:

— where a particular corporation has undergone a change of cantrol, for
taxation years that end on or after the change of control, no corporation
can claim a deduciion for a gift made by a particular corporation to a
qualified donee before the change of controj;

— if a particular carporation makes a giftto a gualified donee pursuant to
an arrangement under which both the gift and the change of coniral is
expecied, no corparation can claim a deduction for the gift unless the
person acquiring control of the particular corparaion is the gualified
donee.

¥ rile one compleied copy of this schedule with your CT23.

" Part 1 — Charitable Donations
Charitable Donations at end of preceding taxation year
Deduct: Donations expired after 5 taxationyears ~ ..............

Charitable donations at beginning of taxation year
Add:

Donations transferred on amalgamation or wind-up of subsidiary
Total current year charitable donations made
Subtotal D+ E

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

Total donations available C+F -G
Deduct: Amount applied against taxable income (amount U, Part 2) )

Charitable donations closing balance

1,975 ©
G

= 1,975 1

- 1,975 Y
|

Part 2 — Maximum Deduction Calculation for Donations
" Ontario net income for tax purposes multiplied by 75%

1,766,924 °

Note: For cradit unions the Ontario net income for tax purposes is the amount before the deduction

of payments pursuant to affocations in proportion to borrowing and bonus interest.

Ontario taxable capital gains arising in respect of gifts of capital property

Ontario taxable capital gain in respect of deemed gifts
of non-qualifying securities per subsection 40(1.01) ITA

Add the lesser of:

1. The amount of the recapture of capital cost
allowance in respect of charitable gifts [

2. The lesser of:
2a. Proceeds of
dispositions less
outlays and expenses

2b. The capital cost . ...

The lesser of N and O

The lesser of M and P

Subtotal K+ L + Q
- 25% X r
Maximum deduction allowable J + S

Claim for charitable donations (not exceeding the lesser of H from Part 1, T and net income for tax purposes)

5

S 1.766,924

i 1,975 Y]
Enterin E of the CT23




" - 2. Lesser of:

' Ontario Charitable Donations and Gifts

Schedule 2

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Corporation's Legal Name Ontario Corporatiens Tax Account No. (MOF)

1800215

Taxation Year End

2007-12-31

. Part 3 — Gifts to Her Majesty in right of Ontario

"' For use by a corporation claiming gifts to Her Majesty in right of Ontario, to Ontario Crown Agencies,

or to Ontario Crown Foundations.

Gifts to Ontario Crown Agency or Ontario Crown Foundation at end of the preceding taxationyear ..., .....

' Deduct: Gifts expired after SYBAIS . ... ...

Gifts to Ontario Crown Agency or Ontario Crown Foundation at the beginning of the taxationyear ... ......

Add:  Gifts transferred on amalgamation or wind-up of a subsidiary . ........

Total currentyear gifts ... . o

SUBIOtRL . .. e e =

Deduct: Adjustment for an acquisition of control (for gifts made after March 22, 2004) -
Total gifts available ... ... ..
Deduct: Amount applied against taxable income oftheCT23 ......... ........
" Gifts to Ontario Grown Agency or Ontario Crown Foundation clesing balance R

Foundation Name

Date of Donation

Amount $

Total gifts to Her Majesty in right of Ontario . ............ ... . oot

Part 4 — Maximum Deduction Calculation for Gifts to Her Majesty in Right of Ontario

Deduction is the lesser of:
1 Ontario Net Income before deductions of gifts after deducting charitable donations

and gifts to Her Majesty in right of Canada or a province other than Ontaric  ........

2a. Ontario Net Income for the taxationyear .. ... ... ... ... .. o0t

2,355,899

2b. Gifts made in the taxation year or any of the five preceding taxation years

to Her Majesty in Right of Ontario, an Ontario Crown Agency or an Ontario
Crown Foundation . .. ..

2,353,924 ¥

Thelesser of W and X ... . e e e e

Maximum deduction allowable the lesserof VandY .. ... ... .. .. n

Tronsfer to| 2 | ofthe CT23

Part 5 — Gifts to Canada or a province other than Ontario

- Gifts to Ganada or a province other than Ontario at the end of the precedingyear  ......

Deduct: Gifts to Canada or a province other than Ontario expired after five taxation years

Gifts to Canada or a province other than Ontario at the beginning of the taxation year

' Add:  Gifts to Canada or a province other than Ontario transferred ﬁ
+

on amalgamation or wind-up of a subsidiary . ....... ..o
Total current year Gifts to Canada or a province other than Ontario

(Not applicable for gifts made after February 18, 1997, unless a writfen
agreement was made before thisdate.) . ........... ... .. ...

Subtotal .. e =

Deduct: Adjustment for an acquisition of control {for gifts made after March 22, 2004} ..
Total gifts to Canada or a province other than Ontario available  ..................
Deduct: Amount applied against taxable income ... ... o ool
' Gifts to Canada or a province other than Ontario closing balance  .......... ...




Ontario Charitable Donations and Gifts

Schedule 2

Corporation's Legal Name Ontario Corporations Tax Account No, (MOF) | Taxation Year End
WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31
Part 6 — Gifts of certified cultural property
Gifts of certified cultural property at the end of the preceding taxation year . ... ........... ... .. .....
Deduct; Gifts of certified cultural property expired after fiveysars . ... ... . ... oo o
Gifts of certified cultural property at the beginning of the taxationyear .. ............ ... ... . ...
Add:  Gifts of certified cultural property transferred on amalgamation or wind-up
of asubsidiary .. ... ... +
Total current year gifts of certified cultural property ... ........... .. +
Subtotal . ... e = »
Deduct: Adjustment for an acquisition of control (for gifts made after March 22, 2004) . ................
Total gifis of certified cultural property available .. ... ..o L
Deduct; Amount applied against taxable income .. ... L o
' ~ Gifts of certified cultural property closing balance  ................... ..ol e
_ Part 7 - Gifts of certified ecologically sensitive land
" Gifts of certified ecologically sensitive land at the end of the preceding taxationyear . ............. .. ...
Deduct: Gifts of certified ecologically sensitive land expired after fiveyears .. ......... ... .o 0o
_ Gifts of certified ecologically sensitive land at the beginning of the taxationyear  ........... ... ...
" Add:  Gifts of certified ecologically sensitive land transferred on amalgamation
orwind-upofasubsidiary  ......... . .. o +
Total current year gifts of ceriified ecalogically sensitiveland ... ... ... *
Subtotal ... = >
Deduct: Adjustment for an acquisition of control (for gifis made after March 22, 2004)  .................
Total gifts of certified ecologically sensitive land available ... ... ...
Deduct: Amount applied against taxable income .. ..., ... L
1 Gifts of certified ecologically sensitive land closing balance . ............... ... ... ... 0
Part 8 — Analysis of balance by year of crigin
Yearof origin | Charitable donations %gtzégg’(’)‘?rohf‘?ﬁf;y Géﬁ;f}é?nﬁ?é‘ 22_‘&? Sitts of ;?:p;f;?t?/ ecgéz?cgiiﬁr;l::i?ive
than Ontario tand
2006-12-31
2005-12-31
2004-12-31
2003-12-31
2002-12-31
2001-12-31
Totals




Ministry of Revenue

Corporations Tax

33 King Street West
PO Box 620

Oshawa ON L1H 8E9

Ontario

Ontario Summary of Dispositions
of Capital Property

2005 and later taxation years

Schedule 6

- |Corporation's Legal Name Ontario Corporations Tax Account No. (MOF)

1800215

Taxation Year End

WELLAND HYDRO ELECTRIC SYSTEM CORP.

2007-12-31

" = For a corporation that has disposed of capital property or claimed an allowable business investment loss, or both, in the taxation year,

. ® This schedule may be used to make a designation under section 34(10} of the Corporations Tax Act provided the corporation has made
a designation under paragraph 111(4) (e} of the Income Tax Act {Canada), if control of the corporation has been acquired by a person
or group of persons.

Part A: Designation under section 34({10} of the Corporations Tax Act

Complete part A if there are any dispositions shown on this scheduls related to deemed dispositions designated under paragraph 111{4)(e) of
the {ncome Tax Act (Canada) or section 34(10) of the Corporations Tax Act.

Class Date of Proceeds of Adjusted Other Designated .
Property # Yq}?( ?ﬁm%) disposition cost base adjustments amount Gain or loss
Part B: Inter-provincial asset transfers
_ Complete part B if there was any disposition shown on the schedule as a result of a federal election under section 85 of the Income Tax Act (Canada)
that transferred assets {o a non-am's length corporation with a permanent establishment in ancther Canadian jurisdiction.
Class | Corporation Date of Cost of Name of Aliocation Ontario
Property 4 name of disposition asset in other tatio to other elected Gaini or loss
transferee/or | YYYY/MM/DD other jurisd. jurisdiction | jurisdictions amount
%
%
%
%
Part 1 — Shares
1 2 3 4 5 6 7
Types of capital property Date of Date of Proceeds Ontario adjusted Outlays and COntario gain or
acquisition | disposition of dispesition cost base expenses (ioss) (col. 4 less
No. of MName of Class of YYYYAMIDD § YYYYIMM/DD cols. 5 & 6)
shares corporation shares
1 2,815 Sun Life Financia 145,173 35,188 109,985
2
A
Totals 109,985




Schedule 6

Corporation's Legat Name

Ontaric Corporations Tax Account No. {MOF}

Taxation Year End

be applied against personal property gains.

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31
1 2 3 4 5 6 7
Types of capital property Date of Date of Proceeds Cntario adjusted Outtays and Ontario gain or
acquisition } disposition of disposition cost base SXpenses (loss) (col. 4 less
YYYY/MMIDD | YYYYIMMWDD cols. 5 & 6)
Part 2 — Real Estate (Do not include losses on depreciable property)
Municipal address 2 3 4 5 8 7
-1
Totals BJ
Part 3 - Bonds
: Maturity dste : 2 3 4 5 6 7
Face value YYYYIMDD Name of issuer
it
Totals CJ
Part 4 — Other properties (Do not include losses on depreclable property)
Description 2 3 4 5 B 7
1 Enerconnect LP Units 7,387 7,387
P
. Totals 7387 °
. Part 5 — Personal-use property
Description of capital property 2 3 4 5 8 7
1
Note: Losses are not deductible Net gain or (loss) E
Part 6 — Listed personal property
Description 2 3 4 5 8 7
1
. Deduct: Unapplied listed personal property losses from OINEr YBars  ....oor e eee e -
" Note: Net listed personal property lasses may only Net gain or {toss) F




Schedule 6

_ |Corporation's Legal Name

Ontario Corporations Tax Account No. (MOF)

Taxation Year End

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31
_Part 7 — Property quatifying for and resulting in an allowable business investment loss
1 Shares — 2 3 4 5 B 7
Name of small business corporation | enter 1 Date of Date of Proceeds Ontario adjusted Outlays and Ontario loss
Debt— | acquisition | disposition of disposition cost base expenses (col. 4 less
4 enter 2 | YYYYMNMMIDD YYYYINM/DD cois. 5 & 6)
1
Note: Properties listed in Part 7 shouid not be Totals
included in any other Part of Schedule 6. G ]
MNet Loss
_ Aliowable business investment 1085 ... . .o G ix sp9% = [ G1|
Transfer to of the CT23 or CT8
Determining capital gains and capital losses
Totaiof Ato F (Donctinclude F ifitis a [0S5) e 117,372
Add: Amount (if any) of capital gain reserve opening balance from Schedule 13 e +
Capital gain dividend received in the YBar ... hueroo e +
SUBEOEL  ovr e oo e et et e e = 117,372
Deduct: Amount (if any) of capitat gain reserve closing balance from Schedule 13 . eei e - 1,847
Gain or Loss (excluding Allowable BUsiness Investment LOSSES) .o ive e e = 115,525 H
Determining taxable capital gains
Gain or Loss {excluding Allowable Business INVEStMEnt LOSSES) -+ vv e mresme e P 115,525 HJ
Deduct:
Gain on denations {made to charities other than private foundations) of securities listed on a prescribed stack exchange
reslized prior to May 2, 2008 ... s e l_ _l X 50% - !_
realized after May 1, 2008 .. oo v oo e v e e T -
Gain an donation of ecologically sensitive land
reslized priorto May 2, 2008 . .. ... a e [ J X 50% - r J

realized after May 1, 2006

Gains or Loss

Taxable capital gains

115525 Ij X

—

115525 |

of the CT23 or CT8

50 %

57,7634

Transfer fo of the CT23 or CT8
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Ministry of Revenue

Corporations Tax

33 King Street Wesl
PO Box 620

Oshawa ON L1H BES

Ontario

Ontarioc Cumulative Eligible Capital Deduction

Schedule 10 Page 1 0f2

For taxation years 2002 and later

Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Ontario Carparations Tax Account No. (MOF)

1800215

Taxation Year End

2007-12-31

m For use by a corporation that has eligible capital property.
. B A separate cumulative eligible capital account must be kept for each business.

'Part 1 — Calculation of current year deduction and carry-forward

Ontario Cumulative eligible capital — balance at end of preceding taxation year (if negative, enter zero)

- Add: Cost of ligible capital property acquired during the taxation year +

Other adjustments
=3 R =

Nor-taxable portion of a non-arm's length transferot's gain
realized on the transfer of an eligivle capital property to
the corporation after December 20, 2002

D minus E (i negalive, entsr zero}
Amount transferred an amalgamation or wind-up of subsidiary

Subtotal A+ F+ G

Deduct: Ontario proceeds of sales {less outlays and expenses not
otherwise deductible) from the disposition of all eligible

capital property during the taxation year
The gross amount of a reduction ir respect of a fargiven
debt obligation as provided for in subsection 80(7) of the
Income Tax Act (Canada)

Other adjustments
[+J+K

Ontario cumulative eligible capital balance H minus L
If M is negative, enter zero at fine Q and procesd to Part 2, page 2.

Cumulative eligible capital for a property no longsr owned after ceasing to carry on that business
1,888,220

—_— e

From M

1,888,220 A

— e

> -

Current year deduction

N+O

Notfe: The maximum current year deduction is 7%.
For taxation years starting after December 21,
prorated for the number of days in the taxation year divided by 365 or 366 days.

Ontario cumulative eligible capital - closing balance M minus P (if negative, enfer zero)

See page 2 - Part 2

= 1,888,220 x

R b s Bt

Any amount up to the maximum deduction of 7% may be claimed.
2000, the deduction may not exceed the maximum amount

+ G

—

= 1,888,220 H

= - L

= 1,888,220 M

7% =+ 132,175 O

= 132,175 -

132,175 P

Enter amount in box

of the CT23

= 1,756,045 Q




- . years ending after February 27, 2000

Ontario Cumulative Eligible Capital Deduction
Schedule 10 Page 2 of 2

Ontario Corporations Tax Account No. (MOF) Taxation Year End

Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31

Part 2 — Amount to be included in income arising from disposition
Complete this part only if the amount at fine M is negative,

" Amount from line M above. Show this as a positive amount; not REgative. ..o

Total cumulative eligibe capital deductions from income for taxation
years beginning after June 30,1988 . e

" Tetal of all amounts which reduced cumulative eligible capital in the
current or prior years under subsection 80(7) of the ITA . ... . .o

Total of cumulative eligible capital deductions claimed
for taxation years beginning before July 1. 1988 ... .o 3

* Negative balances in the cumulative eligible capital
account that were included in income for taxation
years beginning before July 1, 1088 . e 4

Deduct line 4 from line 3 (i negative, enter ZErO) e 1> 5
Total HRES 1+ 2+ 5 oo = 6

. Amounts included in income under paragraph 14{1){b), as that
: paragraph applied to taxation years ending after June 30, 1968
and before February 28, 2000, to the extent that it is far an
amountdescribed atline1 .. ..o 7

Amounts at Line Z from Ontario Schedule 10 of previous taxation

", {This will be Line T in earfier versions of this schedule.) .. ... .. .. 8

Total INES THFB oo it e e e = [> - 9

. Deduct line 8 from line 6 (if negative, BIlErzero} .. ... D -
R MINUS S (Fegaive, @RIErZer0) . ..o s et

From Line5 X 1] 2 e e
T minus U (Fnegative, MBI Z80) .« oo w e e s s

" From V R N - T I I =

LESSEr Of R ANA S o v vt e e e e et v e e T

‘ Amountto beincluded ininGome W +Z ... ... ..




Ministry of Revenue

Corporations Tax

33 King Street West
PO Box 620

Oshawa ON L1H 8E9

Ontario

Ontario Continuity of Reserves

Schedule 13

_iCorporation's Legal Name Ontario Corporations Tax Account No. (MOF} Taxation Year End
WELLAND HYDRQ ELECTRIC SYSTEM CORP. 1800215 2007-12-31
" For use by a corporation to provide a continuity of all reserves claimed which are aliowed for tax purposes.
"Part 1 — Capital gains reserves
Ontario balance at Transfer on Ontario balance
o the beginning amalgamation or at the end of
Description: of propery of the year wind-up of subsidiary Add Deduct the year
$ $ 3
1 Reserve on Enerconnect disposition 1,847 1,847
2
A B C
Totals 1,847 1.847
- The tofal capital gains reserve at the beginning of the taxation year A plus the total capital gains reserve transfer or amalgamation or wind-up of subsidiary B,
_+ should be entered on Schedule &: and the total capital gains reserve at the end of the taxation year C, shouid aiso be entered on Schedule 8.
Part 2 — Other reserves
Ontarig balance at Transfer on Ontaric balance
- the beginning amaigamation or at the end of
Description of the year wind-up of subsidiary Aad Deduct the year
$ $ $
Reserve for doubiful debts 96,467 71,502 56,467 71,502
i Reserve for undelivered goods and services
not rendered 487,206 59,487 487,206 99,487
' Reserve for prepaid rent
Resetve for December 31, 1985 income
_ Reserve for refundable containers
. Reserve for unpaid amounts
Other tax reserves
D E F
Totals 583,673 170,589 583,673 170,989
The amount from D plus the amount fram E should be entered in of the CT23.
. The amount from F should be entered in | 854 | of the CT23.
Part 3 — Continuity of non-deductible reserves
Ontario opening Ontario Ontario Other QOntario closing
Reserve balance Transfers additions deductions adjustments balance
PILs deferred revenue reserv 6,541 6,541
Pension Liability - non-current 1,416,801 1,462,941 1,416,801 1,462,941
Pension Liability - current 70,545 70,545
See schedule 1,825,618 3,070,999 1,825,618 3,070,999
Resenes from Part 2 96,467 71,502 96,467 71,502
Totals 3415972 4,605,442 3,338,886 4,682,528

Enter in box of the GT23

Enfer in box of the CT23




Ontario Continuity of Reserves

Schedule 13

Corporaticn's Legal Name

Ontario Corporations Tax Account No. (MOF}

Taxation Year End T
2007-12-31

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215
Part 3 — Continuity of non-deductible reserves
| Resere Onizosoering | ransters S I I
‘ Smart Meter Reserve 40,359 99,487 40,359 99,487
Conservation Reserve 446,847 446,847
Regulatory Asset Recoveries 1,338,412 2,971,512 1,338,412 2,571,512
Totals 1,825,618 3,070,599 1,825,618 3,076,939




Ministry of Revenue

Corporations Tax

33 King Street West
PO Box 620

COshaws ON L1H BE9

Ontario

2007

Capital Tax Election of Associated
Group Agreement for Aliocation of
Taxable Capital Deduction (TCD)

CT23 SCHEDULE 521

- |Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Ontario Corperations Tax Accouni No. {MOF)

1800215

Taxation Year End

2007-12-31

The following associated group of corperations inclu

des all the corporatians in this

- associated group (excluding financial institutions and corporations exempt from

capital tex} having a permanent establishment in Canada and are hereby making an

Applies to taxation years ending in the

elaction under subsection 69(2.1) of the Carporation Tax Act to allocate the tax effect 2007 calendar year.
_ of the group's taxable capital deduction (TCD) as calcutated in section B1 on page
' 10 of the CT23 for all taxation years which end in the 2007 calendar year, based on
* each corporation's {otal assets and Ontario allocation factor from each corporation’s
last taxation year ending in the 2006 caiendar year.
Corporation having @ permanent establishment in | Last taxation year ending | Ontario Allocation Total Assets '131 _I?gduﬁi)c{m Ailotc}:agontgf Net
Canada in 2006 calendar year A T X N)E)( ) e A‘;fn'o“
Corporation Tax Account Number (if applicable) YEAR MONTH DAY $95
1800215 2006-12-31 100.0000 35,769,397 35,625 31,998
* Corporation Name
WELLAND HYDRO ELECTRIC SYSTEM CORP.
Tax Effect (TE} of Taxable Capital Deduction
" From CT23, Page 10, Section B:
Capital
: TCD [ 508 12,500,000 X Tax Rate [ 516 0285 =TE 35,625
Carporation Tax Account Number (if applicable) YEAR MONTH DAY
1800213 2006-12-31 3,555
. Corporation Name
WELLAND HYDRG-ELECTRIC HOLDING CORP.
Tax Effect (TE) of Taxable Capital Deduction
From CT23, Page 10, Section B!
Capital
© TCD [ 503 12,500,000 X Tax Rate | 616 0285 =TE 35,625
. Corporation Tax Account Number (if applicable) YEAR MONTH DAY 995
; 1800214 2008-12-31 36
Corporation Name
WELLAND HYDRO ENERGY SERVICES CORP.
" Tax Effect (TE) of Taxable Capital Deduction
From CT23, Page 10, Section B:
Capital
TCD [ 503 12,500,000 X Tax Rate {516 0.285 =TE 35,625
Corporation Tax Account Number {if applicahle} YEAR MONTH DAY
See Schedule 6
- Corporation Name
Tax Effect (TE) of Taxable Capital Deduction
From CT23, Page 10, Section B:
Capital
TCD X Tax Rate [516] =TE
If ingufficient space, attach list.
Total Assets of Associated Group having permanent establishments in Canada X 35,769,397
Total Net Deductions of Associated Group having permanent establishments in Canada TND 35,625
Total Allocated Net Deductions of Associated Group having permanent establishments inCanada  ........ TAND 35,625




2007 Capital Tax Election of Associated
Group Agreement for Allocation of
Taxabie Capital Deduction (TCD)

CT23 SCHEDULE 591
Ontario Corporations Tax Account No. (MOF) Taxation Year End

Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP. 1800215 2007-12-31
Carporation having a permanent establishment in | Lasi taxation year ending Ontario Allocation Total Assets 'ie; _?:Slg.ﬁ';;‘ Allotc}::gﬁr;ﬁo;nl\iet
Canada in 2006 calendar year A T ND ) AND
Corporation Tax Account Number {if applicable) YEAR MONTH DAY g5
2006-12-31
Corporation Name
City of Welland
Tax Effect (TE) of Taxable Capital Deduction
From CT23, Page 10, Section B:
Capital
T oTCD 12,500,000 * Tax Rate |516 0.285 =TE 35,625
Corporation Tax Account Number (if applicable) YEAR MONTH DAY 995
1800401 2006-12-31 36
Corporation Name
Welland WiFi Corp.
Tax Effect (TE) of Taxable Capital Deduction
From CT23, Page 10, Section B:
Capital
TCD 12,500,000 * Tax Rate 0.285 =TE 35,625

Total Assets of Associated Group having permanent establishments inCanada X
959

Total Net Deductions of Associated Group having permanent establishments in Canada ... THND

994

Total AHocated Net Deductions of Associated Group having permanent establishments in Canada  ........ TAND 36




Apprenticeship Training Tax Credit (ATTC)
CT23 Schedule 114

Ministry of Revenue

Corporations Tax

33 King Street West
£0 Box 620

Oshawa ON LiH 8E9

Ontario

Ontaric Corporations Tax Account No. (MOF) | Taxation Year End

1800215

Corporation's Legal Name

WELLAND HYDRO ELECTRIC SYSTEM CORP.

Instructions for completing the ATTC Claim Form

» Enter the retevant details for each eligible apprentice, including
the amount of tax credit.

2007-12-31

= Corporations are efigible for a 25% (30% in the case of
corporations with payroll not exceeding $400,000) refundable tax
credit on wages and salaries paid or payable for services
performed after May 18, 2004 by an eligible apprentice during the
first 36 months of an apprenticeship.

» The maximum amount of credit that can be claimed in respect of
each eligible apprentice is $5,000 per year to a maximum of
$15,000 over the first 36 months of the apprenticeship. The
maximum annual tax credit of $5,000 is pro-rated for the number
of days the apprentice was employed during the taxation year.

» The credit is considered government assistance and is therefore
fo be included in income in the year the credit is claimed.

= Your total tax credit for the taxation year is equal to the sum of
the tax credits for each eligible apprentice.

= Enter the total tax credit claimed on line [203], page 7 of the
CT23 Long, or page 4 of the CT23 Short, or page 4 of the CT8.

w Enter the total number of apprentices hired on line [202], page 7
of the CT23 Long, or page 4 of the CT23 Short, or page 4 of the
CT8.

Summary of Apprenticeship Training Tax Credit Claimed

Example; A taxpayer, with a December 31, 2004 {axation year end, hires an
otherwise eligible apprentice on June 1, 2004 at a salary of $3,500 per month.
The taxpayer's salaries and wages in the preceding taxation year were $700,000.
The credil claimed is the lesser of *(1) 25% of salaries paid to the apprentice
during the period of emplayment {25% x $3,500 x 7 = 36,125}, and *(2) $5,000
muliiplied by the number of days the apprentice was employed during the
taxation year, divided by the total number of days in the calendar year ($5,000 x
214/366 = $2,923). Hence, the credit claimed in the 2004 taxation year is $2,923.

Complete a separate entry for each efigible apprentice that is in a gualifying
_ skilled trade and hired before January 1, 2008. This credit applies to salaries
_ and wages paid after May 18, 2004 and before January 1, 2011 {o eligible
apprentices during the first 36 months of an apprenticeship.

Eligible Apprenticeship
D it § A i Registration Date c £ Eiiqi * Credit
Trade escription o pprentice of Apprenticeship | SONtract or | Employment igible Glaimed
Code Apprenticeship Name and Contract or Agreement Period Expenditures (s6e notes
Program Social insurance No. {SIN) Training Agreement No. (EE) pelow)
year month day year month day
Name From
434a Lineworker Christopher Turpko 2007-05-31
To
SIN_ 504 690 223 2007-05-31 10638 2007-12-31 28316 2,945
Name From
434a Lineworker Adrian Van Zeyl 2007-05-31
To
SIN 526 025 143 2007-05-31 | 10637 2007-12-31 27.497 2,945
Name From
To
SIN
If insufficient space, attach schedtle Total
otals
55,813 5,830
Transferto| 203 | on Page 7 of the CT23 Long
Caorporation's salaries & wages paid in the preceding taxation year E [3 600,000 o I or Page 4 of the CT23 Short,
or Page 4 of the CT8
w1t [ A]is $600,000 or greater use 25%.
= ¢ [ A ]is $400,000 or less use 30%.
" is over $400,000 but less than $600,000 use the following formula to calculate the specified percentage:
Specified percentage = .30 — [ .05 { From fa]] 600,000 e | ~ $400,000 ) + $200,000 ]
Indicated specified percentage used 25.0000 %
* Credit claimed equals lesser of:
{1) EE multiplied by the specified percentage, and
(2) $5,000 x number of days the apprentice was employed in the taxation year
365 (366 if leap year)
Total NUmber 0F ADPrERtiGES . . o\ . v vt e e m e = 5896 | 2.

Page 4 of the CT23 Short, or Page 4 of the C78




Authorizing or Cancelling a Representative

H Ministry of Revenue
Oﬂtarlo Corporations Tax

33 King St Wi : .
=70 é‘;% 622 est Complete this form to:
Oshawa ON L1H 8HB » authorize the release of confidential information about

the Corporations Tax, Mining Tax or Electricity Act
account(s) to the representative named below.

® cancel an existing authorization.

Ontario Corporations Tax Account No. (MOF) | Taxation Year End

1800215 2007-12-31

Corporation's Legal Name

WELLAND HYDRQ ELECTRIC SYSTEM CORP.

This authorization applies

U] Client Information to the foltowing statute(s)
Legal Name Phone number and account number(s).
| WELLAND HYDRO ELECTRIC SYSTEM CORP. | (905) 732-1381 Corporations Tax Act
Mailing address ] 1800215 ]
~ Apt./SuitefUnit no. Street number and name / PO Box, RR I:j Mining Tax Act
| 950 EAST MAIN STREET P.O. BOX 280 | }
City Pravince/Territory Posial code D Electricity Act

.| WELLAND | oN | L38 5P6
T Authorize the release of information to a representative

" Name of representative (i a fism, name of firm.}
: Last
; | Deloitte & Touche LLP

Mailing address

Apt/Suite/Unit no. Street number and name / 0 Box, RR |

1 4210 King Street E
- City Province/Territory Postal code
| Kitchener | on CA | N2P 2G5
If your representative is a firm, and you want a specific person in the firm to represent you, state their name and title.
If you do not identify a specific individual in the firm, you are autharizing fhe Minisiry of Finance to deal with anyone from that firm,
Title

Phone number Fax number

First
| (519) 650-7600_| (519) 650-7601 |

Name of person in firm

Last First

!Wuthorization scope and applicable years
Representative to act for all years,

o Representative {o deal fully on your behalf with the Ministry of Finance.
; or including all previous and future years.

i or
" D Representative to deal in a limited manner on your behalf, for matters specified D Representative to act for specific year or
years (describe). ¥

here. (e.g., account inquiry, applications, annual returns, paym ents, etc.) ¥

mamcel the release of information to a representative

Name of representative {If a firm, name of firm.)
First

l ast J

If your representative is an individual within a firm, state their name and title.

Name of person in firm
Last First

‘mgignature This form will not be accepted unless it is completed fully, signed and dated.

| authorize the Ministry of Finance to:
a release confidential information about the tax accounts speci
in Part 2 in the manner described in Part 3; and/or

® cancel an existing authorization as described in Part 4.

Title

fied in Part 1 and to deal with the representative named

Name Titie / Relationship to Corporation Phone number

Last First

| PEEVER ROSS | p DENT@ | (905) 732-1381 |
Date

Signatur

L~/
vy

| 2008-06-26 |
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Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 4

Tab 2

Schedule 1

Page 1 of 10

Filed: August 15, 2008

DEPARTMENTAL AND CORPORATE OM&A ACTIVITIES:
OPERATIONS & MAINTENANCE

The expenses for this department include all costs relating to the operation (5000-5095)
and maintenance (5105-5195) of the Welland Hydro electrical system. This includes both
direct labor costs and non-capital material spending to support both scheduled and reactive
maintenance events. In addition, costs are allocated from support departments to cover the
costs of Labour Burden, Engineering, Stores, Administration, IT, Garage, and Service

Center.

Welland Hydro’s maintenance strategy is, to the extent possible, to minimize reactive and
emergency-type work through an effective planned maintenance program (including

predictive and preventative actions).

Welland Hydro’s customer responsiveness and system reliability are monitored continually
to ensure that its maintenance strategy is effective. This effort is coordinated with Welland
Hydro's capital project work, so that where maintenance programs have identified matters
the correction of which require capital investments, Welland Hydro may adjust its capital

spending priorities to address those matters.
Predictive M aintenance:

Predictive maintenance activities involve the testing of elements of the Welland Hydro
distribution system. These activities include infrared thermography testing, transformer oil
analysis, planned visual inspections and pole testing. These evauation tools are all
administered using a grid system with appropriate frequency levels. Any identified
deficiencies found are prioritized and addressed within a suitabl e time frame.

Preventative M aintenance:

Preventative maintenance activities include inspection, servicing and repair of network

components. This includes overhead and pad-mounted load break switch maintenance,
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EB-2008-0247

Exhibit 4

Tab 2

Schedule 1

Page 2 of 10

Filed: August 15, 2008

insulator washing and cleaning/inspection of underground vaults. Also included are
regular inspection and repair of substation components, relays, and ancillary equipment.

The work is performed using a combination of time and condition based methodol ogies.
Emer gency Maintenance:

This item includes unexpected system repairs to the electrical system that must be
addressed immediately. The costs include those related to repairs caused by storm damage,
emergency tree trimming and on-call premiums. Welland Hydro constantly evaluates its
mai ntenance data to adjust predictive and preventative actions. The ultimate objective isto

reduce this emergency maintenance.
Service Work:

The majority of costs related to this work pertain to service upgrades requested by
customers, and requests to provide safety coverage for work (overhead line cover ups).
This includes service disconnections and reconnections by Welland Hydro for all service
classes; assisting pre-approved contractors; the making of final connections after Electrical
Safety Authority (“ESA”) inspection for service upgrades, and changes of service

locations.
Network Control Operations:

Network operating costs are related to the 24-hour monitoring and operation of the
distribution system through Welland Hydro’s control room in Welland. The control room
in Welland is staffed only on weekdays, during regular business hours. An answering
service company has been contracted to contact “on call” lineperson and supervisory staff
in the event of service problems after normal business hours. The control room is linked to
the distribution system by a data communication network and information is processed by a
Supervisory Control and Data Acquisition (“SCADA™) system. Real-time breaker status,
and voltage and current readings from the Hydro One transformer stations and Welland

Hydro substations, are sent to the control room and displayed on the SCADA system. The
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control room operators continuously monitor the system and dispatch repair crews to
manage equipment failures and provide work protection for the crews doing work on the

system.
M etering:

This department is responsible for the installation, testing, and commissioning of new and
existing simple and complex metering installations. Testing of complex metering
installations ensures the accuracy of the installation and verifies meter multipliers for

billing purposes.

Revenue Protection is another key activity performed by Metering, by proactively

investigating potential diversion and theft of power.

This department also provides an underground locate service to anyone requesting

verification of underground cable locations.
Substation Services:

Substation services activities address the maintenance of all equipment at Welland Hydro’s
14 substations. This includes both labor costs and non-capital material spending to support
both scheduled and emergency maintenance events. As with the maintenance activities,
Welland Hydro’'s substation maintenance strategy focuses on minimizing, to the extent
possible, emergency-type work by improving the effectiveness of Welland Hydro’ s planned

mai ntenance program (including predictive and preventative actions) for its substations.
ENGINEERING DEPARTMENT

Engineering is responsible for keeping asset related data up to date on a recently purchased
electronic Geographic Information System (“GIS’). This system will be used for asset
management activities, troubleshooting system problems in the control room, delivering
underground utility locating services for excavating contractors and for design and

construction activities including new capital projects and customer connections.
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Engineering also delivers drafting services to the design technicians for capital projects and
provides distribution system asset information to many departments within Welland Hydro.
Engineering costs are allocated to operations, maintenance, capital, and Third Party
receivable accounts based on direct labor costs. A standard overhead percentage is set at

the beginning of the year and adjusted to actual at year end.
STORES'WAREHOUSE

Stores staff is accountable for managing the procurement, control, and movement of
materials within Welland Hydro’s service centre. This would include monitoring inventory
levels, issuing material receipts, material issues, and material returns as required. The cost
of the stores department is allocated to al departmental, capital, Welland Energy
receivable, and Third Party receivable accounts as an overhead cost based on direct
material costs. A standard overhead percentage is set at the beginning of the year and
adjusted to actual at year end.

GARAGE/TRANSPORTATION FLEET

The Transportation group supports the maintenance and control of approximately 20 fleet
vehicles. Its objectives include maintenance of vehicle reliability and safety, and the
minimization of vehicle down time. Vehicle costs are allocated to operations,
maintenance, capital, Welland Energy receivable, and Third Party receivable accounts
based on number of hours used. A standard hourly cost/hr is set for al vehicles within the
fleet. Costs are adjusted to actual at year end.

SERVICE CENTER

This department collects the cost of operating and maintaining the service center. Costs are
allocated out based on a square footage. A budget amount is charged to departments throughout
the year and then adjusted to actua a year end. Costs include items such as repairs to the

service center, grass cutting and snow removal, and property taxes.
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LABOUR BURDEN/SAFETY AND HEALTH

This department collects the cost of all employee benefits and payroll taxes such as El, CPP,
EHT, WSIB, and group insurances. Costs are alocated to all departments, capital, Welland
Energy receivable and Third Party receivable amounts based on direct labour. An overhead rate
is set at the beginning of each year and adjusted to actual at year end.

In addition, the cost of Safety and Health isincluded in this department. Costs include Health &
Safety program supplies as well 1abour costs associated with safety meetings. Welland Hydro is
committed to maximizing productivity and reducing risk of injury by initiating safety and health
measures that focus on preventative actions. The commitment to safety and health is significant,
and involves documenting unsafe behaviors, monitoring conformance to established standards
and policies, determining the effectiveness of safety training and monitoring the resolution of
safety recommendations/audits;, commitment to continuous improvement in training; and
identifying and correcting root causes for system deficiencies. Welland Hydro was recently
award the Silver Medal for safety by E& USA in the quest for zero lost time accidents.

CUSTOMER SERVICE

The Customer Service group is responsible for the customer care activities for the
approximately 22,000 customers in Welland Hydro’s service area. These activities include
meter reading, billing, call centre, collections, and other back office functions. Welland
Hydro aspires to achieve customer service excellence in its processes and customer
programs. The costs associated with the Customer Service department are collected in
accounts 5305 to 5515.

Meter Reading:

Meter reading services are contracted out to a non-affiliated third party under a service
contract agreement. On average the contractor reads 14,000 electric service meters per
month. The meter contract was negotiated in February 2003 after the completion of a

competitive bid process. The initial contract was a three year term with a provision for a
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further two year extension upon mutual agreement. In addition, the agreement was recently
extended for an additional two year period through 2009 at current rates plus an adjustment

for escalating gasoline prices.
Billing:

With a mix of bi-monthly and monthly billing, Welland Hydro issues 150,000 invoices
annually to customers. On average this total includes 3,500 final bills for customers
moving within or outside of Welland Hydro’s service territory. An annual billing schedule
is created based on the meter reading schedule to ensure timely billing of services. The
billing functions include the VEE processes; EBT and retailer settlement functions for
3,700 retailer accounts; account adjustments; processing meter changes; and other various
account related field service orders and mailing services. Welland Hydro offers customers
a number of billing and payment options including an equal payment plan, electronic

billing, and a preauthorized payment plan.
Collections:

Collections involve a combination of activities, including the collection of overdue active
accounts, security deposits and final bills for service termination. Credit risk is a concern
for Welland Hydro with 2009 credit loss forecast at $59,650 and is based on approximately
0.13% of 2009 Test Year gross hillings of approximately $45,000,000. In an effort to
minimize credit losses, Welland Hydro enforces a prudent credit policy in accordance with
the Distribution System Code. Active overdue accounts are collected by in-house staff
through notices, letters and direct telephone contact. Final bill collections are turned over

to a collection agency 30 days after the final due date.
Customer Contact Centre:

The Customer Contact Centre is responsible for such activities as payment processing;
move in and out requests; and call centre activities for Welland Hydro’s service territory.

On average call volumes continue to increase annually. Welland Hydro’s customer service
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department handles over 61,000 inquires per year. With time-of-use billing and smart

meter installations, Welland Hydro anticipates an increase in call volume activity.
Community Relations:

Welland Hydro is committed to providing consumer information and responses, in atimely
and proactive manner, on electricity distribution and related issues. Welland Hydro
maintains a presence in the communities it serves, where Welland Hydro staff is available

to answer customer questionsin afriendly environment.

Since LDCs are the “face-to-the-customer” for the electricity industry, Welland Hydro has
an important role to play in educating the public about electricity safety and energy

conservation.
Education — Electricity Safety:

Welland Hydro supports elementary schools in Welland by providing Electricity Safety and
Conservation sessions for students in grades one through eight. These highly interactive
one-hour sessions educate children in the dangers of electricity. Welland Hydro uses the

Electrical Safety & Conservation Company to assist in the presentations.
Education — Energy Conservation:

Building a conservation culture in Welland continues to be an important objective for
Welland Hydro. Welland Hydro is very active in the community promoting conservation
initiatives, attending a number of community events each year, distributing compact
florescent light bulbs and energy conservation handbooks. Welland Hydro continues to
participate with the OPA in administering programs directed at Energy Conservation.
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ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and general expenses include expenses incurred in connection with the general
administration of the utility's operations. Within Welland Hydro, the following functional areas
are considered to be part of general administration and, as such, all expenses incurred within

these functional areas are accounted for as administrative and general expenses:
e Executive Management (5605);

e Finance and Regulatory Services (5610);

e Information Technology Services (5615);

Executive Salaries and Expenses. 5605

The President & Chief Executive Officer is responsible for al aspects of Welland Hydro. Also
included in this category is the Executive Assistant to the President. Expenses include salaries

and al related expenses for all employees within the above noted functional areas.
Management Salaries and Expenses. 5610
Financial Services:

The Finance department is responsible for the preparation of statutory, management and Board
of Directors financia reporting in accordance with GAAP; al daily accounting functions,
including accounts payable, accounts receivable, and general accounting; treasury functions
including cash management, risk management, accounting systems and interna control
processes; preparation of consolidated budgets and forecasts; and supporting tax compliance.
Expenses include salaries and all related expenses associated with the Director of Finance,

Accounts Payable Clerk, and Payroll/Accounting Assistant.



a b~ W DN

10
11
12

13

14
15

16

17
18

19

20
21
22
23
24

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 4

Tab 2

Schedule 1

Page 9 of 10

Filed: August 15, 2008

Regulatory Services:

The Regulatory Services department is responsible for all regulatory reporting and compliance
with applicable codes and legislation governing Welland Hydro. Regulatory reporting includes
development and preparation of rate filings, performance reporting, and compliance. Expenses
include salary and related costs associated with the Regulatory Analyst.

General Administrative Salaries and Expenses: 5615
Information Technology Services:

The Information Technology department is responsible for the development, operation,
maintenance and security of all business system applications utilized by the utility in its
operations. These include the customer information, financial management and work
management systems. Expenses include salaries and all related costs associated with the Director
of Information System, Systems Analyst, and Billing Clerk.

Administrative Expense Transferred: 5625

Welland Hydro charges a 10% Administrative and 10% IT overhead for all labour charged to
Operations & Maintenance, Capital, and Third Party billings.

Outside Service Employed: 5630

Outside Services Employed include, but are not limited to, consulting and professiona fees of

accountants and auditors, actuaries, legal services, public relations counsel and tax consultants.
Employee Post-Retirement Benefits: 5645

Employee Post-Retirement Benefits include annual expenses for post-retirement benefits
provided to eligible Welland Hydro employees in accordance with company policy and as
provided in the collective bargaining agreement between Welland Hydro and its union. The
annual expense and liability are determined in accordance with Section 3461 of the CICA
Handbook and supported by an actuarial valuation that is completed every three years.
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Regulatory Expenses: 5655

Regulatory Expenses include those expenses incurred in connection with Decisions and Orders
on Cost Awards for hearings, proceedings, technical sessions, and other matters before the OEB
or other regulatory bodies, including annual assessment fees paid to a regulatory body. Annual
fees assessed by the OEB are included in this expenditure category.

Miscellaneous General Expense: 5665

Miscellaneous General Expense includes the labour and all related expenses of the Board of
Directors of Welland Hydro. Also included in this category are Bank Service Charges and other

mi scellaneous costs.
Electrical Safety Authority Fees: 5680

Expenses under Electrical Safety Authority (“ESA”) fees include al annual charges from the
ESA.
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Variance
from 2006 Variance Variance Variance
2006 Board Board from 2006 from 2007 from 2008
Expense Description Approved | 2006 Actual | Approved | Ref || 2007 Actual Actual Ref | | 2008 Bridge Actual Ref 2009 Test Bridge Ref
Operation

5005-Operation Supervision and Engineering 66,497 54,188 (12,309) 65,475 11,287 83,862 18,387 86,349 2,487
5010-Load Dispatching 66,097 58,569 (7,528) 74,914 16,345 76,867 1,953 79,101 2,234
5012-Station Buildings and Fixtures Expense 5,696 5,122 (574) 11,787 6,665 11,973 186 12,268 295
5014-Transformer Station Equipment - Operation Labour 0 0 0 0 0 0 0 0 0
5015-Transformer Station Equipment - Operation Supplies and Expenses 0 0 0 0 0 0 0 0 0
5016-Distribution Station Equipment - Operation Labour 8,050 8,698 648 11,993 3,295 15,552 3,559 17,676 2,124
5017-Distribution Station Equipment - Operation Supplies and Expenses 112,220 106,991 (5,229) 110,129 3,138 112,565 2,436 115,650 3,085
5020-Overhead Distribution Lines and Feeders - Operation Labour 74,734 55,838 (18,896) 67,768 11,930 87,931 20,163 99,596 11,665
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 70,979 48,917 (22,062) 155,733 106,816 A 168,573 12,840 181,766 13,193
5030-Overhead Subtransmission Feeders - Operation 55,829 58,947 3,117 61,256 2,309 76,052 14,796 85,777 9,725
5035-Overhead Distribution Transformers- Operation 607 11,328 10,721 12,018 690 13,853 1,835 14,131 278
5040-Underground Distribution Lines and Feeders - Operation Labour 113,288 101,693 (11,596) 106,693 5,000 138,440 31,747 157,335 18,895
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses (2,282) 26,172 28,454 29,396 3,224 26,409 (2,987) 27,295 886
5050-Underground St ion Feeders - Operation 16,867 29,219 12,352 34,319 5,100 42,382 8,063 47,806 5,424
5055-Underground Distribution Transformers - Operation 11,350 8,152 (3,198) 12,741 4,590 13,200 459 13,444 244
5065-Meter Expense 258,153 283,635 25,482 310,752 27,117 312,698 1,946 339,287 26,589
5070-Customer Premises - Operation Labour 2,077 1,317 (759) 5,865 4,547 7,606 1,741 8,644 1,038
5075-Customer Premises - Materials and Expenses 0 210 210 0 (210) 0 0 0 0
5085-Miscellaneous Distribution Expense 225,446 241,338 15,892 136,512 (104,826) B 167,742 31,230 188,506 20,764
5095-Overhead Distribution Lines and Feeders - Rental Paid 19,649 22,349 2,701 6,230 (16,119) 21,966 15,736 22,405 439
5096-Other Rent 0 0 0 0 0 0 0 0 0

Sub-Total 1,105,257 1,122,683 17,426 1,213,581 90,898 1,377,671 164,090 1,497,036 119,365
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Variance
from 2006 Variance Variance Variance
2006 Board Board from 2006 from 2007 from 2008
Expense Description Approved | 2006 Actual | Approved | Ref || 2007 Actual Actual Ref | | 2008 Bridge Actual Ref 2009 Test Bridge Ref
Maintenance

5105-Maintenance Supervision and Engineering 54,830 58,199 3,369 69,212 11,013 85,144 15,932 95,673 10,529
5110-Maintenance of Buildings and Fixtures - Distribution Stations 17,214 20,307 3,093 15,607 (4,699) 18,022 2,415 18,933 911
5114-Maintenance of Distribution Station Equipment 13,417 12,875 (543) 23,550 10,675 16,627 (6,923) 18,397 1,770
5120-Maintenance of Poles, Towers and Fixtures 29,640 60,648 31,008 38,262 (22,386) 45,281 7,019 50,587 5,306
5121-Maintenance of Subtrans 0 10,834 10,834 12,003 1,169 11,980 (23) 13,469 1,489
5125-Maintenance of Overhead Conductors and Devices 119,353 151,279 31,926 131,592 (19,687) 162,406 30,814 180,518 18,112
5126-Maintenance of Overhead Subtrans 0 33,077 33,077 54,597 21,520 66,512 11,915 74,124 7,612
5130-Maintenance of Overhead Services 93,402 150,522 57,120 A 155,952 5,430 181,594 25,642 199,717 18,123
5135-Overhead Distribution Lines and Feeders - Right of Way 186,526 94,131 (92,395) 146,128 51,997 C 204,588 58,460 A 209,200 4,612
5145-Maintenance of Underground Conduit 778 21 (757) 21,141 21,120 22,548 1,407 23,977 1,429
5150-Maintenance of Underground Conductors and Devices 49,771 67,675 17,904 132,448 64,774 D 143,766 11,318 158,122 14,356
5151-Maintenance Emergencies 55,974 12,743 (43,231) 16,331 3,588 20,728 4,397 22,969 2,241
5155-Maintenance of Underground Services 0 46,848 46,848 50,744 3,896 56,898 6,154 62,433 5,535
5160-Maintenance of Line Transformers 36,031 17,826 (18,205) 50,399 32,573 91,046 40,647 93,606 2,560
5175-Maintenance of Meters 11,048 3,237 (7,811) 4,242 1,005 3,701 (541) 3,813 112
5195-Maintenance of Other Installations on Customer Premises 0 286 286 3,851 3,565 4,994 1,143 5,676 682

Sub-Total 667,983 740,507 72,525 926,058 185,551 1,135,835 209,777 1,231,214 95,379
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Variance
from 2006 Variance Variance Variance
2006 Board Board from 2006 from 2007 from 2008
Expense Description Approved | 2006 Actual | Approved | Ref || 2007 Actual Actual Ref | | 2008 Bridge Actual Ref 2009 Test Bridge Ref
Billing and Collections

5305-Supervision 0 0 0 0 0 0 0 0 0
5310-Meter Reading Expense 103,121 115,615 12,493 132,170 16,555 129,563 (2,607) 132,554 2,991
5315-Customer Billing 404,682 364,572 (40,110) 395,966 31,394 397,246 1,280 409,365 12,119
5320-Collecting 299,130 292,756 (6,374) 329,920 37,165 332,691 2,771 345,711 13,020
5325-Collecting- Cash Over and Short 29 169 140 32 (137) 12 (20) 50 38
5335-Bad Debt Expense 36,000 (434,303) (470,303) C 48,263 482,566 E 58,480 10,217 59,650 1,170
5340-Miscellaneous Customer Accounts Expenses 33,199 0 (33,199) 0 0 0 0 0 0
5350-Retail Billing 0 28,602 28,602 29,365 763 28,781 (584) 30,725 1,944
5360-Retail STR 0 3,640 3,640 1,988 (1,652) 2,059 71 2,119 60

Sub-Total 876,162 371,051 (505,111) 937,705 566,654 948,832 11,127 980,174 31,342

Community Relations

5405-Supervision 70,453 34,719 (35,734) 38,239 3,521 39,613 1,374 40,800 1,187
5410-Community Relations - Sundry 24,363 8,334 (16,029) 5,356 (2,978) 4,978 (378) 5,536 558
5415-Energy Conservation 0 95,392 95,392 D 95,904 512 15,000 (80,904) B 95,274 80,274 A
5420-Community Safety Program 4,637 7,274 2,637 5,783 (1,491) 7,290 1,507 6,500 (790)
5425-Miscellaneous Customer Service and Informational Expenses 3,383 621 (2,762) 80 (541) 111 31 100 (11)
5510-Demonstrating and Selling Expense 0 0 0 0 0 0 0 0 0
5515-Advertising Expense 12,652 6,512 (6,140) 9,548 3,036 10,502 954 11,457 955
5520-Miscellaneous Sales Expense 0 0 0 0 0 0 0 0 0

Sub-Total 115,488 152,851 37,363 154,910 2,059 77,494 (77,416) 159,667 82,173
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Variance
from 2006 Variance Variance Variance
2006 Board Board from 2006 from 2007 from 2008
Expense Description Approved | 2006 Actual | Approved | Ref || 2007 Actual Actual Ref | | 2008 Bridge Actual Ref 2009 Test Bridge Ref
Administrative and General Expenses
5605-Executive Salaries and Expenses 295,529 228,724 (66,805) E 350,871 122,147 313,443 (37,428) 327,398 13,955
5610-Management Salaries and Expenses 27,885 243,200 215,315 F 391,994 148,794 G 393,151 1,157 403,669 10,518
5615-General Administrative Salaries and Expenses 216,388 318,686 102,298 G 286,255 (32,431) 273,349 (12,906) 283,123 9,774
5620-Office Supplies and Expenses 250,585 0 (250,585) H 0 0 0 0 0 0
5625-Administrative Expense Transferred Credit 0 (166,039) (166,039) | (153,081) 12,957 (194,884) (41,803) (215,178) (20,294)
5630-Outside Services Employed 222,022 204,046 (17,977) 145,522 (58,524) H 135,000 (10,522) 146,700 11,700
5635-Property Insurance 0 0 0 0 0 0 0 0 0
5640-Injuries and Damages 1,069 0 (1,069) 0 0 0 0 0 0
5645-Employee Pensions and Benefits 106,467 115,191 8,723 112,687 (2,504) 111,064 (1,623) 117,300 6,236
5655-Regulatory Expenses 26,057 86,738 60,680 J 43,837 (42,900) 45,800 1,963 66,500 20,700
5660-General Advertising Expenses 0 0 0 0 0 0 0 0 0
5665-Miscellaneous General Expenses 139,035 90,965 (48,070) 91,966 1,001 102,054 10,088 108,070 6,016
5675-Maintenance of General Plant 646 0 (646) 0 0 0 0 0 0
5680-Electrical Safety Authority Fees 3,327 7,962 4,635 8,007 45 8,023 16 8,263 240
Sub-Total 1,289,011 1,129,472 (159,539) 1,278,057 148,586 1,187,000 (91,057) 1,245,845 58,845
Taxes Other Than Income Taxes
6215-Penalties 159 4,519 4,360 0 (4,519) 0 0 0 0
Sub-Total 159 4,519 4,360 0 (4,519) 0 0 0 0
Total Operating, Maintenance and Administration Expenses 4,054,059 3,521,084 (532,975) | | 4,510,311 989,227 | | 4,726,832 216,521 | | | 5,113,936 387,104
Amortization Expenses
5705-Amortization Expense - Property, Plant, and Equipment 1,230,920 1,542,164 311,245 K 1,634,333 92,169 | 1,718,187 83,854 C 1,721,827 3,640 B
Sub-Total 1,230,920 1,542,164 311,245 1,634,333 92,169 1,718,187 83,854 1,721,827 3,640
Total Distribution Expense Before Income Taxes 5,284,979 5,063,248 6,144,644 6,445,019 6,835,763
Variance Determined as 1% of Total Distribution Expense before Taxes 52,850 50,632 61,446 64,450 68,358
Materiality 50,632
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VARIANCE ANALYSISON OM&A COSTS:

Welland Hydro has provided a detailed OM& A cost table covering the periods from 2006 Board
Approved, 2006 Actual, 2007 Actual, 2008 Bridge Year and 2009 Test Year including the
variances year over year in Exhibit 4, Tab 2, Schedule 2, above. Before moving to a variance
analysis for each account that exceeds the materidity threshold, a summary of tota OM&A
expenses (excluding depreciation) is presented below aong with an analysis of the tota
movement from 2006 Actual to 2009 Test Y ear.

Welland Hydro
OM & A Analysis

2006 2006 2007 2008 2009 Increase From
Board Full Yr Full Yr Bridge Yr Test Yr 2006 to 2009
Approved Actual Actual Forecast Forecast $ %
Actual OM & A Expenses $4,054,059 $3,521,084 $4,510,311 $4,726,832 $5,113,936
Depreciation Adjustment -220,964
Bad Debt Adjustment 492,555

Adjusted OM & A Expenses $3,833,095 $4,013,639 $4,510,311 $4,726,832 $5,113,936

OM & A Wages & Benefits $2,366,991 $2,783,103 $3,035,991 $3,313,407 $946,416 40.0%
OM & A Expenses 1,646,648 1,727,208 1,690,841 1,800,529 153,881 9.3%
Adjusted OM & A Expenses $4,013,639 $4,510,311 $4,726,832 $5,113,936 $1,100,297 27.4%

Analysis of Increase in OM & A Wages & Benfits 2006 to 2009

New Positions - Wages & Benefits

Regulatory Analyst $109,053 4.6%
Conservation & Demand Analyst 80,274 3.4%
GIS Analyst 74,534 3.1%
3 Lineman 220,201 13.4%
Total New Positions - Wages & Benefits $484,062 20.5%
Decrease in Amounts Charged 3rd Party 28,254 1.2%
Decrease in Amounts Charged Associates 3,727 0.2%
Decrease in Amounts Charged to Capital 23,667 1.0%
Adjustment 2006 Pension Costs 55,539 2.3%
Total Increase Before Inflation $595,249 25.1%
Wages & Benefits Inflation 351,167 14.8%
Total Increase OM & A Wages & Benefits $946,416 40.0%

The 2006 Board Approved numbers must be adjusted to reflect that prior to 2006 part of the
depreciation expense was charged directly to OM&A expenses. Adjusting for depreciation
allows for better comparison of actual expenses from year to year. It also better explains the
increases in depreciation which are exclusively related to capital spending. The 2006 Actual
expenditures need to be adjusted to reflect the abnormal recovery of a previously written off bad
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debt. The adjustment brings bad debt expense up to actual write offs without the large recovery.
Since 2006 Actual OM&A expenses were in line with 2006 Board approved amounts when
inflation is taken into account, no analysis of this difference is being provided and emphasis will
be placed on the difference between 2006 Actual and 2009 Test Y ear expenditures.

As can be seen from the analysis above Welland Hydro is requesting an increase in OM&A
spending in 2009 of $1,110,297 or 27.4% compared with 2006 Actual. This amount is broken
into $946,416 (40.0%) for wages & benefits and $153,881 (9.4%) for outside purchases. The
increase in outside purchases is partialy attributed to costs associated with filing this
Application. Account 5655 Regulatory Expenses has been increased by $20,000 to cover one
third of estimated intervenor and OEB charges of $60,000. Account 5630 has been increased by
$10,000 to cover one third of estimated consulting costs of $30,000. The balance of the increase
of $123,881 (7.5%) represents approximately 2.5% per year with the mgjority of the increase
related to tree trimming (5135) which is detailed in the year by year analysis which follows.
Given the fact that the increase in outside purchase expenditures is relatively small taking into
account tree trimming and inflation, Welland Hydro will focus on detailing the increase in wages
and benefits.

Theincrease in wages and benefits has been broken down into increase in employees, adjustment

to accounts charged, and wage increases.

In 2006 Welland Hydro had 36 full time equivaent (“FTE”) employees which are the same as
included in the 2006 Board Approved rates. Welland Hydro has had actual increases to
headcount in both 2007 and 2008 and plans further increases in 2009. Details of the increase in
the number of employees are provided in Exhibit 4, Tab 2, Schedule 6. The increase in
personnel accounts for $484,062 (20.5%) or just over half of the total OM& A increase required.

The adjustments show actual decreases in labour charged to receivable accounts and capitalized
assets since 2006. The reduction in capitalized assets is mainly due to no longer capitalizing
improvements to software made by IT personnel. The adjustment for pension represents the
amount charged to Deferred Account 1508 between January and April 2006. Only eight months
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of pension expense was charged to OM&A expense in 2006. Adjustments account for $111,187
(4.7%) of the total increase required.

Wage and Benefit increases account for $351,167 or 14.8%. This equals approximately 4.7%
per year. Although the contract increases have been 3% per year during this time frame, there
are other items which account for the 1.7% balance. The number of linepersons on standby after
business hours and on weekends was increased from one to two late in 2007 for safety and
service reasons. The apprentice linepersons hired in 2007 and 2008 will receive increases as
they change class levels when their education and training are completed. Welland Hydro
concluded a Management Performance and Compensation study in 2006 in which pay levels for
salaried employees was compared to other LDCs in the province of Ontario with the help of an
outside consulting firm. The increases recommended by this study were phased in over the 2007

and 2008 years.
Variance Analysis:

As mentioned above, the variance that triggers the required analysis is $50,632 representing 1%
of Welland Hydro's total distribution expenses before PILs and Interest Expense. Welland
Hydro has reviewed the variance of each OEB USoA account to determine where explanations
are necessary. An identification reference has been assigned for each variance exceeding the

threshold and an explanation of each variance is presented in the following section.
2006 ACTUAL VERSUS 2006 BOARD APPROVED:
Ref A: 5130 Maintenance of Overhead Services

Maintenance of Overhead Services costs increased by $57,120 compared to 2006 Board
Approved amount. In 2006 Welland Hydro added a 20% overhead charge to direct labour to
cover Administration cost. This accounts for $17,528 of the increase. Outside material costs
account for only $24,395 of the total $150,522 spent in 2006. The balance represents inside
labour and equipment charges which can vary from year to year based on the work necessary to

be completed in the year.
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Ref B: 5135 Maintenance Over head Distribution Lines and Feeders Right of Way

This account collects costs associated with the clearing of overhead distribution lines. The main
expense involves tree trimming performed by both internal manpower and outside contractors.
Welland Hydro's tree trimming is scheduled by designated areas in a revolving three year plan.
As areas are not of equal size, costs can very from year to year. The $92,395 decrease in 2006 is
offset by increases of $51,997 in 2007 and $58,460 in 2008.

Ref C: 5335 Billings and Collections Bad Debt Expense

The 2006 actual Bad Debt expense of ($434,303) was the result of the recovery of an amount

written off in previous years. The actud dollar value of the accounts written off was $58,252.
Ref D: 5415 Community Relations Energy Conservation

This account records the cost of expenses approved as part of the Third Tranche Conservation

and Demand program. An offsetting amount was recorded as income in 2006.
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Ref E/F/G/H: 5605 Executive Salaries and Expenses, 5610 M anagement Salaries and
Expenses, 5615 General Admin Salaries and Expenses, 5620 Office Supplies
and Expenses

A change in accounting process was made part way through 2006 to better reflect actual cost
within each classification. As aresult, no charges were made to 5620 in 2006 and future years.
A sub account for office supplies has been set up within each department to collect these costs.
In order to compare costs between the 2006 Board Approved amounts and actual 2006 results,

the total of all four accounts should be compared. Results are as follows:

2006 2006

Board Actual
5605 Executive $295,529 $228,724
5610 Management 27,885 243,200
5615 General Admin 216,388 318,686
5620 Office 250,585 0
Total Expenses $790,387 $790,610

There was no increase in 2006 Actual versus 2006 Board Approved despite two years of
inflation as the Director of Finance position was vacant for a period of approximately three
months in 2006. Thiswill have an effect on the comparison of 2006 Actual versus 2007 Actua
detailed later in this section.

Ref I: 5625 Administrative Expenses Transferred Credit

Prior to the 2006 year there was no method of alocating Administrative and IT cost to
operations, maintenance, third party billings, and capital accounts. As a result, an overhead is
now being applied based on actual labour costs incurred which will increase costs in those areas

and decrease the total overall amounts charged as Administrative Expense.
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Ref J: 5655 Regulatory Expenses

Detailed expenses charged to this account are as follows:

2006 2006

Board Actual Variance
OEB Assessment $25,257 $34,134 $8,877
OEB Annua Reg. 800 800 0
Write off Transition Costs 0 43,942 43,992
EDA Expense 0 _ 71,812 7812
Total Regulatory $26,057 $86,738 $60,680

The write off of Transition Costs is related to market opening and Welland Hydro’s election to
recover 90% of costs in the Regulatory Asset rate rider instead of 100% which would have
required a detailed audit and a more complex proceeding. Thisisaone time expense. The EDA
costs were incorrectly charged to this account and should have been charged to 5630 Outside
Services as it represented the cost for the actuarial report on retiree benefit liabilities which is

performed every three years.
Ref K: 5705 Amortization Expense

Actual depreciation expense in 2006 was $311,245 over the 2006 Board Approved levels. The
2006 Board Approved amount is based on 2004 Actual. In 2004, actua depreciation expense
was $1,451,613 with $220,694 of this amount being charged directly to operations, maintenance,
customer service, and administration accounts. This accounting procedure was changed in 2006
to charge all depreciation to account 5705 and not charge depreciation directly to other accounts.
The balance of the variance in depreciation expenses of $90,551 relates to 2005 and 2006 actual
capital spending.
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2007 ACTUAL VERSUS 2006 ACTUAL:
Ref A/B: 5025 Overhead Distribution Lines & Feeders-Supplies and Expenses,
5085 Miscellaneous Distribution Expenses

Expenses in account 5025 increased by $106,816 while account 5085 decreased by $104,826.
An effort was made to try and reduce the amount charged as “Miscellaneous’ to get a better

understanding of where linepersons are spending their actua time.
Ref C: 5135 Overhead Distribution Lines & Feeders-Right of Way

As indicated in the analysis for 2006 Board Approved versus 2006 Actual, expenses for tree
trimming vary from year to year based on the areas being cleared. The increase in both 2007
($51,997) and 2008 (58,460) offsets the decrease in 2006 Actual ($92,395) compared to Board
Approved. The actual expenditures for both 2007 and 2008 are consistent with Board Approved

amounts (2004 expenses) when inflation is taken into account.
Ref D: 5150 M aintenance of Under ground Conductors and Devices

Total expenses increased by $64,774 in 2007 compared to 2006 Actual. Material costs increased
by $17,678 in 2007 as a result of a major repair required. Material costs for 2008 Bridge Y ear
were reduced by $5,802 compared to 2007 to reflect an average yearly amount over the two

years.
Ref E: 5335 Bad Debt Expense

As indicated in the analysis of 2006 Board Approved versus 2006 Actua expenses, the 2006
Actual bad debt expenses were affected by the recovery of significant bad debt which had been
expensed in previous years. The actual write off in 2006 of $58,252 was decreased to $48,263 in
2007. Both years remain over the Board approved level of $36,000 and remain a concern for

future years.
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Ref F/G: 5605 Executive Salaries and Expenses, 5610 M anagement Salaries and Expenses

As indicated in the analysis of 2006 Board Approved to 2006 Actual a change in accounting
procedures resulted in reclassification of labor expenses among accounts 5605, 5610, 5615, and
5620. The change was made part way through and once again the total cost for al of these

accounts should be used for comparison.

2006 2007

Actua Actua
5605 Executive $228,724 $350,871
5610 Management 243,200 391,994
5615 Genera Admin 318,686 286,265
Total Expenses $790,610 $1,029,130

The total expenses increased by $238,510 from 2006 to 2007. The following breakdown

provides details of the increase:

Addition of Regulatory Analyst $57,458 (Wages and Benefits)

Reduction in Capitalized Labor 34,364 (IT Labor and Benefits)

Full Y ear Effect 2006 Vacancy 26,680 (Wages and Benefits)

V acation Payout 34,982 (Wages and Benefits)

Expenses 22,141 (Computer Support/Travel & Conference)
Finance Summer Student 6,886

Pension Increase 18,329 (12 months OMERS vs. 8 months)

Wage and Benefits Increase 37,670 ($20,016 Wages/$17,654 Benefits)

$238,510
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The addition of the Regulatory analyst is detailed in Exhibit 4, Tab 2, Schedule 6. The decision
to not capitalize IT labor asin previous years is based on the fact that the work performed would
not extend the life of the current software and a possible change in financial software in the next
few years. The full year effect of the 2006 vacancy is related to the Director of Finance position.
As aresult of the increased work load personnel were unable to take avail able vacation and were

given payment in lieu thereof.

This cost was not included in the 2008 Bridge Year or 2009 Test Year wages. The pension

increase is the result of no longer deferring actual premiums for OMERS effective May 1, 2006.
Ref H: 5630 Outside Service Employed

The Regulatory Analyst hired in 2007 was working on a contract basis during 2006 and the costs
were charged to account 5630. Since joining Welland Hydro staff in 2007 these costs have been

charged to account 5610 resulting in a decrease in Outside Service costs within account 5630.
Ref 1. 5705 Amortization Expense

Theincrease in depreciation expenseis related to the 2007 Capital Expenditures.

2008 BRIDGE YEAR VERSUS 2007 ACTUAL.:
Ref A: 5135 Overhead Distribution Lines & Feeders-Right of Way

As indicated in the analysis for 2006 Board Approved versus 2006 Actual expenses, tree
trimming expenses vary from year to year based on the areas being cleared. The increase in both
2007 ($51,997) and 2008 ($58,460) offsets the decrease in 2006 Actua ($92,395) compared to
Board Approved. The actua expenditures for both 2007 and 2008 are in line with Board

Approved amounts (2004 expenses) when inflation is taken into account.
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Ref B: 5415 Energy Conservation

The 2006 and 2007 expenditures (excluding capita) for the Third Tranche Conservation and
Demand Management were charged to account 5415. The expenditures related to the Third
Tranche were spent prior to September 1, 2007. Welland Hydro has not asked for any additional
related CDM spending. Welland Hydro is committed to supporting CDM within its service area
and has budgeted $15,000 in expenditures in 2008. The result is a reduction in spending of
$80,904 ($95,904-$15,000).

Ref C: 5705 Amortization Expense

Theincrease in depreciation expenseis the result of 2008 Capital Expenditures.

2009 TEST YEAR VERSUS 2008 BRIDGE YEAR:
Ref A: 5415 Energy Conservation

As indicated in Exhibit 4, Tab 2, Schedule 6 the 2009 Test Year includes the addition of a
Conservation and Demand Analyst at a total cost of $80,274 for wages and benefits. The
importance of and demands related to CDM require Welland Hydro to add this position. The
implementation of time of use rates and smart meters will only add to the workload of current
staff.

Ref B: 5705 Amortization Expense

Theincrease in depreciation expenseis the result of 2009 Capital Expenditures.
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CHARGESTO AFFILIATESFOR SERVICES PROVIDED:

Introduction:

A summary of charges to affiliates for services provided in 2006 Actual and 2007 Actual,
together with the projections for the 2008 Bridge Year and 2009 Test Year, are shown in
the following Table 3.

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

As a result of recent changes to the Affiliate Relationships Code, Welland Hydro is
reviewing its provision of services to Welland Energy in respect of street light maintenance

and sentinel light maintenance.

There are currently no shared services with the Corporation of the City of Welland other than the
rental of a small section of Welland Hydro's service center to the Welland Fire Department.
Revenue from the rental agreement is included Other Operating Revenue-Rent from Electric
Property (4210) and detailed in Exhibit 3, Tab 3, Schedules 1 & 2.
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1 Summary of Chargesto Affiliatesfor Services Provided:
2 TABLE 3
3 WELLAND HYDRO’'SCHARGESTO AFFILIATES
2006 2007 2008 2009
ACTIVITY Actual Actual For ecast For ecast
Street Light Maintenance
Direct Labor $46,669 $45,013 $42,409 $45,237
Labor Burden 25,116 21,156 21,182 22,377
Stores Burden 9,713 7,074 7,320 7,532
Garage Vehicle Charge 22,433 20,684 20,275 21,018
Tota Street Light Maintenance $103,931 $93,927 $91,186 $96,164
Sentinel Light Maintenance
Direct Labor $5,081 $4,379 $5,127 $5,469
Labor Burden 2,708 2,058 2,561 2,705
Stores Burden 854 738 757 779
Garage Vehicle Charge 2,743 2,024 2,197 2,278
Total Sentinel Light Maintenance $11,386 $9,199 $10,642 $11,231
TOTAL $115,317 $103,126 $101,828 $107,395

4
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Pur chase of Products and Services from Non-Affiliates:

Like other distributors, Welland Hydro purchases many services and products from third parties.
The two tables below illustrate Welland Hydro's expenditures on purchased products and
services in 2006 (Table 4) and in 2007 (Table 5). The tables disclose expenditures for suppliers
where total purchases were greater than $100,000 in either of 2006 or 2007.

Table4
2006 Supplier List >$100,000

NAME ACTIVITY PRICED BY 2006

Dundas Power Construction Services RFQ $568,272.11
Great West Life Benefits Contract $271,400.17
Ground Aerial Maintenance Construction Services RFQ $253,929.11
HD Supply Utilities Cable, Line Hardware RFQ $167,250.89
VA Tech Transformers(Siemens) Transformers RFQ $121,783.20
Westburne Ruddy Cable, Line Hardware RFQ $88,044.16
Collective Utility Meter Reading Contract $87,600.94

Tree Trimming Expenses

Davey's Tree Service RFQ $29,403.00
Lucas Tree Experts RFQ 58,850.00
Total Tree Trimming $88,253.00



A WN -

NAME

Canadian Electrical Services
Great West Life

Ground Aerial Maintenance
Dundas Power

VA Tech Transformers(Siemens)
Survalent Technology

HD Supply Utilities

Westburne Ruddy

Collective Utility

Tree Trimming Expenses

Davey's Tree Service
Lucas Tree Experts
Total Tree Triming Expenses

Table5
2007 Supplier List >$100,000
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ACTIVITY PRICED BY 2007
Transfomers RFQ $338,104.62
Benefits Contract $261,322.74
Construction Services RFQ $257,896.94
Construction Services RFQ $191,385.12
Transformers RFQ $185,203.20
Scada System RFQ $176,661.58
Cable, Line Hardware RFQ $159,189.16
Cable, Line Hardware RFQ $122,720.14
Meter Reading Contract $102,939.77
RFQ $42,106.00
RFQ __87329.92
$129,435.92
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EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION EXPENSE
AND POST RETIREMENT BENEFITS:

Overview:

Welland Hydro is facing the same challenges as other LDCs throughout the electricity
distribution sector. In the next five years, 23.1% of Welland Hydro’s employees will be eligible
for retirement, and an additional 15.4% will be eligible within 10 years. Welland Hydro’s total
employee average age is 46.8 years, with a skilled trade average age at 44.1 years, consistent
with the national e ectricity distribution sector at 43.0 years.

The challenge Welland Hydro faces is effectively bridging the gap in maintaining sufficient
talent to meet the current needs of the utility while planning for the ‘new’ future. Table 6 below
illustrates Welland Hydro’ s current employee demographics by employee type.

Table 6
Welland Hydro Employee Demogr aphics

Unionized Workforce

Avg. Length
Department Avg. Age of Service
Customer Service 53.0 26.6
Lineman 45.1 16.2
Apprentice Linemen 26.5 1.0
Engineering 42.0 16.8
Fleet Mechanics 515 55
Finance 55.0 19.0
T 30.0 6.0
Meter 40.0 11.0
Stores 46.0 18.0
Totals 44.5 14.9



© 00 N O O b

10

11

12
13

14

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 4

Tab 2

Schedule 6

Page 2 of 9

Filed: August 15, 2008

Salaried (Non-Union) Workforce

Avg. Length

Dept. Avg. Age of Service

Executive 57.0 35.0

Directors 50.3 18.0

Supervisors 48.8 11.3

General & Admin 59.5 14.0

Total 51.5 15.6
Skilled TradesEngineering
(Union and M anagement)

Avg. Length

Dept. Avg. Ageof Service
Engineering PEng/Technicians  45.0 19.7
Linemen 45.1 16.2
Sub Totals 45.1 17.9
Meter Technicians 40.0 11.0
Totals 44.1 16.6

Effective workforce planning will be a significant initiative going forward. Welland Hydro
recognized the need to develop a strategy to replace linepersons as a result of two retirementsin
2008 and an aging workforce. As a result of the required four year training program, these
apprentice positions must be introduced on atimely basis. Welland Hydro hired two apprentice
linepersons in early 2007. As pointed out in the above tables, the average age of the two new
line apprentices is 26 years of age. An additional apprentice lineperson has been included in
each of the 2008 Bridge Y ear and 2009 Test Y ear.

Change In Workforce Year Over Year:

Table 7 in Exhibit 4, Tab 2, Schedule 6 shows Welland Hydro’s FTE headcount for 2006 Actual
(36), 2007 Actual (37), 2008 Bridge Y ear (40), and 2009 Test Y ear (42).
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2007 Actual versus 2006 Actual

The FTE employees increased from 36 to 37 in 2007. The increase of two apprentice
linepersons in 2007 was offset by significant long term absences from existing linemen due to
illness and rehabilitation after surgeries. This was an additional factor in Welland Hydro's
decision to implement two apprentice lineperson positions despite the fact that the expenses were
not covered in current rates. The actual increase in employees was the result of hiring a
Regulatory Analyst to work in the accounting department. This person was on contract during
2006 and expenses were included in account 5630 Outside Services Employed. Before the
introduction of this position, the accounting department consisted of the Director, an Accounts
Payable clerk, and a Payroll/Accounting Assistant. Welland Hydro determined that the skill
level in the accounting department needed to be upgraded to deal with accounting developments
(IFRS), regulatory issues as well as the increased work |oad.

2008 Bridge Y ear versus 2007 Actual

The FTE employees increased from 37 to 40 in 2008. Two of the three increases are related to

linepersons as follows:

2007 Apprentices (no extended absences budgeted) 2
2008 New Lineman-Certified 1
2008 New Apprentice Lineman 1
2008 Retirees-Certified Linemen 2
Net Increase Linemen 2

As indicated previously, Welland Hydro must continue to move forward with the training of new
linemen in order to have a skilled workforce in place prior to retirement of certified linemen in
the next five years. The third addition to headcount in 2008 is the addition of a GIS Design
Technician/Inspector in the Engineering Department. This position was added to move forward

with the plan to map the current distribution system using GI S technologies.
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2009 Test Year versus 2008 Bridge Y ear

The FTE employees will increase from 40 to 42 in 2009. A fourth apprentice lineperson will be
added as part of the plan to replace Welland Hydro’s existing skilled force. This plan will be
reviewed in 2011 to determine if any additional changes are required. In addition, a
Conservation and Demand analyst will be added in 2009. CDM will play a key part in meeting
Ontario’s electricity requirements in the future along with the implementation of smart meters.
Currently, Welland Hydro is working with the Niagara Erie Power Alliance (“NEPA™) group of
distributors to implement conservation programs offered through the OPA. The Director of
Customer Service is currently responsible for coordinating Conservation and Demand activities
at Welland Hydro with assistance from the accounting and IT departments. The importance of
Conservation and Demand and the increased work load involved require the dedication of a full

time position.
Net Increasein FTE Employees

The following outlines the increase in employees since the 2006 Board Approved EDR:

FTE 2006 Actual/Board Approved 36
Net Increase in Apprentice/Linemen (Union) 3
GIS Technician Engineering (Union) 2008 1
Regulatory/Accounting Analyst (Salary) 2007 1
Conservation & Demand Analyst (Salary) 2009 1
FTE 2009 Test Y ear 42
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Welland Hydro’'s Compensation/Per for mance System
Union

Welland Hydro’'s unionized staff is represented by the IBEW Loca 636. A formal set of
contract negotiations was recently conducted and resulted in a new three year collective
agreement effective April 1, 2008. The settlement included annual wage increases of 3% per
year beginning in 2008 and improvements to the benefits package. Welland Hydro’'s pay rates
are competitive with other LDCs in the Niagara Region.

Executive/M anagement

In April 2006, Welland Hydro implemented a new Management Performance & Compensation
Plan for al salaried employees. The plan was developed by the Compensation Committee was
the assistance of an outside consulting firm, DONCO Resources. Finalized job descriptions were
evaluated using the MEA/Hay Evaluation Plan and placed in pay bands ensuring internal equity.
Pay market data was collected from Ontario’s LDCs and National/Regional Salary Surveys. A
draft pay grid was developed from the available information and approved by the Compensation

Committee.

Individual job performance is aigned with the Welland Hydro’'s vision, mission, and goals. A
Management Performance Plan with quarterly and annual targets is developed as part of the
annual business plan. Actual performance compared to target is reviewed by senior management
and the Board of Directors on a quarterly basis and used by the Compensation Committee as a

basis for management compensation.
Benefits

A comprehensive and competitive benefits package exists which includes medical insurance, life
insurance, vacation and a company-sponsored retirement plan. The plans are designed to address
the health and welfare needs of the employee population with similar plans for both union and

management employees.
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Welland Hydro's employee complement, compensation and benefits are set out in Table 7,

below.

Table7

Welland Hydro — Employee Complement and Compensation

Number of Employees (FTES) 2006 2007 2008 2009
Executive 1 1 1 1
Management 11 12 12 13
Non-Union 0 0 0 0
Union 24 24 27 28
Tota 36 37 40 42
Number of Part Time Employees 2006 2007 2008 2009
Executive 0 0 0 0
Management 0 0 0 0
Non-Union 1 1 1 1
Union 0 0 0 0
Total 1 1 1 1
Total Compensation 2006 2007 2008 2009
Executive/Management-Base 951,334 1,090,544 | 1,140,550 | 1,237,378
Executive/Management-Overtime 6,113 10,747 0 0
Executive/Management-Benefits 194,985 246,065 251,634 273,498
Non Union-Base 18,485 31,526 35,902 36,802
Non Union-Overtime 0 0 0 0
Non Union-Benefits 1,583 2,936 3,408 3,574
Union-Base 1,320,841 | 1,372,664 | 1545656 | 1,688,863
Union-Overtime 70,033 70,681 77,585 94,529
Union-Benefits 334,586 370,270 430,471 454,084
Tota 2,897,960 | 3,195433 | 3,485,206 | 3,788,728
Compensation - Average Yearly Base 2006 2007 2008 2009
Wages

Executive/Management-Base 79,278 83,888 87,735 88,384
Non-Union 18,485 31,526 35,902 36,802
Union 55,035 57,194 57,247 60,317
Total 61,910 65,651 66,393 68,908




Table7

Welland Hydr o-Electric System Corp.

EB-2008-0247
Exhibit 4
Tab 2
Schedule 6
Page 7 of 9

Filed: August 15, 2008

Welland Hydro — Employee Complement and Compensation

Compensation - Average Yearly 2006 2007 2008 2009
Overtime

Executive/Management-Base 509 827 0 0
Non-Union 0 0 0 0
Union 2,918 2,945 2,874 3,376
Tota 2,058 2,143 1,892 2,198
Compensation - Average Yearly 2006 2007 2008 2009

I ncentive

Executive/Management-Base

Non-Union

Union

Compensation - Average Yearly 2006 2007 2008 2009
Benefits

Executive/Management-Base 16,249 18,928 19,356 19,536
Non-Union 1,583 2,936 3,408 3,574
Union 13,941 15,428 15,943 16,217
Tota 14,356 16,297 16,720 17,004
Total Compensation 2006 2007 2008 2009
Salary, Wages & Benefits Charged to 2,366,991 | 2,783,103 | 3,035,991 | 3,313,407
OM&A

Salary, Wages & Benefits Charged to 154,261 131,429 120,363 126,007
Third Party

Salary, Wages & Benefits Charged to 78,920 72,040 70,722 75,193
Associates

Salary, Wages & Benefits Charged to 297,788 208,861 258,130 274,121
Capita

Tota 2,897,960 | 3,195433 | 3,485,206 | 3,788,728
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OMERS Pension Expense and Post Retiree Benefits:
OMERS Pension Expense:

Welland Hydro's employees are members of the Ontario Municipal Employees Retirement
System ("OMERS"). Accordingly, Welland Hydro has provided the OMERS pension premium
information for 2006 Actual, 2007 Actual, 2008 Bridge Y ear, and the 2009 Test Year in Table 8
below. OMERS pension premiums from January 1, 2006 to April 30, 2006 were deferred to

account 1508 for recovery at alater date have been recorded as an adjustment.

Table8
Pension Premium I nfor mation

2006 2007 2008 2009
Pension Actual Actual Bridge Yr Test Yr
Premiums Paid $172,261 $186,017 $201,084 $219,763
Adjustments -55,539 0 0 0
Pension Expense $116,722 $186,017 $201,084 $219,763

Post-Retirement Benefits - Liability:

Welland Hydro has provided post-retirement benefits accounting information as required and has
included the change in Post-Retirement expense for 2006 Actual, 2007 Actua, 2008 Bridge
Y ear, and 2009 Test Year, in Table 9 below.
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Post-Retirement Benefits - Premiums:

Welland Hydro pays certain health, dental, and life insurance benefits on behalf of its retired
employees. Actual premiums paid for 2006 Actua, 2007 Actual, 2008 Bridge Y ear, and 2009
Test Year, are shown in Table 9 below.

Table9
Post-Retirement Benefit | nfor mation

2006 2007 2008 2009
Post Retirement Benefits Actual Actual Bridge Yr Test Yr
Premiums Paid $69,927 $66,547 $64,924 $71,160
Change in Liability Account 45,264 46,140 46,140 46,140
Post Retirement
Benefit Expense $115,191 $112,687 $111,064 $117,300
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DEPRECIATION, AMORTIZATION AND DEPLETION:
Amortization on capita assetsis calculated as follows:

e Welland Hydro uses the pooling of assets for all fixed assets with the exception of Computer
Equipment/Software, Automotive Equipment, Furniture & Equipment, Communication
Equipment, and Capital Tools. Amortization is calculated on a straight line basis over the
estimated remaining useful life of the assets at the end of the previous year; plus:

e Normally afull year's amortization is taken on capita additions during the current year. For
this rate application Welland Hydro used the half year rule for calculating depreciation
expense for the 2009 Test Y ear.

e Depreciation rates are in line with rates set out in the APH. A summary of those rates is as

follows:
Buildings 2.0%
Substations 3.3%
Poles, Towers, Fixtures 4.0%
Overhead Conductors 4.0%
Underground Conduit 4.0%
Metering 4.0%
Furniture & Equipment 10.0%
Computer Hardware/Software 20.0%
Automotive Equipment 12.5%
Contributed Capital 4.0%

Details of Welland Hydro's depreciation by account number are provided in the Fixed Asset
Continuity Schedule in Exhibit 2, Tab 2, Schedule 1.
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DETERMINATION OF LOSSADJUSTMENT FACTORS:
Total Loss Factor:

Welland Hydro has cal culated the total |oss factor to be applied to customers’ consumption based
on the average wholesale and retail kwWh for the years 2005 to 2007. The calculations are
summarized in Table 10 below.

Table 10
Total Loss Factor Calculations

Calculation for distribution loss adjustment factors

Description 2005 2006 2007 Total

A ["Wholesale" kWh IESO plus Load Transfers 521,053,330 488,648,547 494,226,850 1,503,928,727

B ['Wholesale" kWh for Large Use customer(s) 126,436,506 107,352,708 86,680,919 320,470,133

C _|Net "Wholesale" kWh (A)-(B) 394,616,824 381,295,839 407,545,931 1,183,458,594

D _|"Retail" kWh (Distributor) 500,161,172 474,256,215 471,579,463 1,445,996,850

E ['Retail" kwh for Large Use Customer(s) 125,172,141 106,279,181 85,814,110 317,265,432

F _|Net "Retail" kWh (D)-(E) 374,989,031 367,977,034 385,765,353 1,128,731,418

G |Loss Factor [(C)/(F)] 105.23% 103.62% 105.65% 104.85%

H |Distribution Loss Adjustment Factor (3 year avg.) 104.85%
Supply Facility Loss Factor 100.45% 100.45% 100.45% 100.45%
Supply Facility Loss Adjustment Factor (3 year avg.) 100.45%
Total Loss Factor 1.0532

Supply Facility L oss Factor:

The supply facility loss factor (the “SFLF") calculation is shown in Table 11 and represents the
losses on supply to Welland Hydro. The SFLF is calculated on the measured quantities between
the transformer stations and the wholesale meter points. The SFLF is used in the calculations of
the total loss factor above.
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Full Year Full Year Full Year
Description 2005 2006 2007 Total
"Wholesale" kWh IMO With Losses 521,053,330 488,648,547 494,226,850 1,503,928,727
"Wholesale" kWh IMO No Losses 518,719,094 486,459,479 492,012,792 1,497,191,366
Supply Facility Loss Factor 0.00450 0.00450 0.00450 0.00450

Total Loss Factor by Class:

Table 12 sets out the class-specific Loss Factors used by Welland Hydro in the calculation of

commodity and other non-distribution charges.

Table12
Total Loss Factor by Class

Total Utility Loss Adjustment Factor LAF
Supply Facility Loss Factor 1.0045
Distribution Loss Factor
Distribution Loss Factor - Secondary Metered Customer < 5,000kW 1.0485
Distribution Loss Factor - Primary Metered Customer < 5,000kW 1.0380
Total Loss Factor
Total Loss Factor - Secondary Metered Customer < 5,000kW 1.0532
Total Loss Factor - Secondary Metered Customer > 5,000kW 1.0145
Total Loss Factor - Primary Metered Customer < 5,000kW 1.0427
Total Loss Factor - Primary Metered Customer > 5,000kW 1.0045
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Materiality Analysis on Distribution L osses:

Welland Hydro's Distribution Loss Adjustment factor is 4.85%. Pursuant to the Filing
Requirements, as the Distribution Loss Adjustment factor is less than 5%, Welland Hydro is not
required to provide a explanation of, or justification for, its loss adjustment factor. However,
Welland Hydro would like to point out that this is a significant reduction from the Distribution

Loss Adjustment factor of 5.52% incorporated into its current rates.



w N

Welland Hydr o-Electric System Corp.
EB-2008-0247

Exhibit 4

Tab 3

Schedule 1

Pagelof 3

Filed: August 15, 2008

TAX CALCULATIONS:

Welland Hydro's detailed tax calculations using the most recent tax rates are provided in the
following Table 13.

(020N NN

Table 13
Tax Calculations
Description 2006 Board 2008 2009 Test
Approved Bridge

Determination of Taxable Income
Utility Income Before Taxes 1,473,721 423,857 1,573,127
Book to Tax Adjustments
Additions to Accounting Income:
Depreciation and amortization 1,503,391 1,718,187 1,721,827
Income or Loss for tax Purposes-joint ventures or 3,653 0 0
partnerships
Loss on disposal of assets 26,000 0 0
Charitable donations 2,000 12,000 12,000
Ontario Tax credits 321 0 0
Employee Benefit Plans - accrued, not paid 0 0 0
Meals & entertainment / Mileage 3,000 2,500 2,600
Non-deductible club fees and dues 0 0 0
Taxable Capital Gains 0 0 0
Tax reserves beginning of year 672,871 170,989 173,154
Reserves from financial statements -balance at year 110,680 1,586,167 1,632,307
end
Regulatory asset write-downs and recoveries 0 0 0
Excess Interest Expense 0 599 0
Debt financing expenses for book purposes 0 0 0
Total Additions 2,321,916 3,490,442 3,541,888
Deductions from Accounting Income:
Capital Cost Allowance 1,081,850 1,431,404 1,590,579
Gain on disposal of assets per financial statements 0 0 0
Cumulative eligible capital deduction 155,563 123,623 114,970
Tax reserves end of year 617,871 173,154 173,154
Reserves from financial statements balance at 564,474 1,540,027 1,586,167
beginning of year
Amortization of Capitalized Fleet Depreciation 0 0 0
Deductible expenses capitalized for accounting 72,682 0 0
purposes
ITC Booked in Accounting Income 0 0 0




Welland Hydr o-Electric System Corp.

EB-2008-0247
Exhibit 4
Tab3
Schedule 1
Page 2 of 3
Filed: August 15, 2008
Total Deductions 2,492,440 3,268,208 3,464,869
Deductions from Accounting Income:
Charitable donations from Schedule 2 (12,000) (12,000)
Ontario Capital Tax Paid (25,792) (27,730)
Regulatory Taxable Income 1,303,197 608,299 1,610,416
Corporate Income Tax Rate 30.2335% 33.5000% 33.0000%
Regulatory Income Tax 394,002 203,780 531,437
Calculation of Utility Income Taxes
Income Taxes 394,002 203,780 531,437
Large Corporation Tax 0 0 0
Ontario Capital Tax 57,116 25,792 27,730
Total Taxes 451,118 229,572 559,167
Tax Rates
Federal Tax 22.120% 19.500% 19.000%
Federal Surtax 0.000% 0.000% 0.000%
Provincial Tax 8.114% 14.000% 14.000%
Total Tax Rate 30.234% 33.500% 33.000%
Calculation of Large Corporation Tax
Total Rate Base 30,129,999 26,462,961 | 27,324,488
Less: Exemption 50,000,000 50,000,000 | 50,000,000
Taxable Capital 0 0 0
LCT Rate 0.125% 0.000% 0.000%
Subtotal 0 0 0
Federal Surtax 0 0 0
Large Corporation Tax 0 0 0
Calculation of Ontario Capital Tax
Total Rate Base 29,038,562 26,462,961 | 27,324,488
Less Exemption 10,000,000 15,000,000 [ 15,000,000
Taxable Capital /Deemed taxable capital 19,038,562 11,462,961 | 12,324,488
OCT Rate 0.300% 0.225% 0.225%
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Ontario Capital Tax 57,116 25,792 27,730
Summary of Income Taxes
Description 2006 Board 2008 2009 Test
Approved Bridge
Income Taxes 394,002 203,780 531,437
Large Corporation Tax 0 0 0
Ontario Capital Tax 57,116 25,792 27,730
Total Taxes 451,118 229,572 559,167
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INTEREST EXPENSE:

Welland Hydro has calculated interest expense in accordance with the Filing Requirements.
Table 14 below summarizes the interest calculations based on Welland Hydro's deemed
debt/equity ratios and deemed interest rates.

Table 14
Deemed Interest Expense

2006 2006 2007 2008 2009

Board Full Yr Full Yr Bridge Test

Approved Actual Actual Year Year

(%) (%) (%) (%) (%)

Long Term Debt Deemed Percentage 50.0% 50.0% 50.0% 53.3% 52.7%
Short Term Debt Deemed Percentage 0.0% 0.0% 0.0% 0.0% 4.0%
Equity Deemed Percentage 50.0% 50.0% 50.0% 46.7% 43.3%
Long Term Debt Deemed 11,979,675 12,557,269 12,840,366 14,104,758 14,400,005
Short Term Debt Deemed 0 0 0 0 1,092,980
Equity Deemed 11,979,675 12,557,269 12,840,366 12,358,203 11,831,503
Utility Rate Bases 23,959,349 25,114,538 25,680,732 26,462,961 27,324,488
Long Term Debt Return % 6.25% 6.25% 6.25% 6.25% 6.25%
Short Term Debt Return % 0.00% 0.00% 0.00% 0.00% 4.47%
Long Term Debt Regulated Return 748,730 784,829 802,523 881,547 900,000
Short Term Debt Regulated Return 0 0 0 0 48,856
Deemed Interest Expense 748,730 784,829 802,523 881,547 948,857
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1 CAPITAL COST ALLOWANCE:

2 Waédland Hydro is providing Capital Cost Allowance continuity schedules for the 2008 Bridge
3 Year (Table 14) and the 2009 Test Year (Table 15) asfollows:
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Less:
Less: Non- | Disallowed UCC Bridge 1/2 Year Rule
UCC Prior Year Distribution FMV Year Opening UCC Before 1/2| {1/2 Additions Reduced UCC Ending
Class Class Description Ending Balance Portion Increment Balance Additions | Disposals| Yr Adjustment |Less Disposals} ucc Rate % CCA Balance
1 Distribution System - 1988 to 22-Feb-2005 19,465,370 0 0 19,465,370 0 0 19,465,370 0 19,465,370 4% 778,615 | 18,686,755
2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0
6 Buildings (No footings below ground) 0 0 0 0 0 0 0 0 0 10% 0 0
8 General Office/Stores Equip 367,332 0 0 367,332 354,370 0 721,702 177,185 544,517 20% 108,903 612,799
10 Computer Hardware/ Vehicles 176,574 0 0 176,574 210,000 0 386,574 105,000 281,574 30% 84,472 302,102
10.1 _|Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0
12 Computer Software 20,721 0 0 20,721 49,000 0 69,721 24,500 45,221 100% | 45,221 24,500
131 |lLease#1 0 0 0 0 - 0 0 0 0 20% 0 0
132 |Lease #2 0 0 0 0 0 0 0 0 0 0 0
133 |Lease#3 0 0 0 0 0 0 0 0 0 0 0
134 |Lease#4 0 0 0 0 0 0 0 0 0 0 0
14 Franchise 0 0 0 0 0 0 0 0 0 0 0
New Electrical Generating Equipment Acq'd after Feb
17 27/00 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0
Certain Energy-Efficient Electrical Generating
43.1 _|Equipment 0 0 0 0 0 0 0 0 0 30% 0 0
45 Computers & Systems Hardware acq'd post Mar 22/04 21,942 0 0 21,942 0 0 21,942 0 21,942 45% 9,874 12,068
55 Computers & Systems Hardware acq'd post Mar 19/07 6,926 0 0 6,926 40,600 0 47,526 20,300 27,226 55% 14,974 32,552
Data Network Infrastructure Equipment (acq'd post Mar
46 22/04) 0 0 0 0 0 0 0 0 0 30% 0 0
47 Distribution System - post 22-Feb-2005 4,081,802 4,081,802 1,570,000 0 5,651,802 785,000 4,866,802 8% 389,344 5,262,458
SUB-TOTAL - UCC 24,140,667 0 0 24,140,667 2,223,970 0 26,364,637 1,111,985 25,252,652 1,431,404] 24,933,233
CEC__|Goodwill 0 0 0 0
CEC |Land Rights 0 0 0 0
CEC__|FMV Bump-up 1,766,045 0 0 1,766,045
SUB-TOTAL - CEC 1,766,045 0 0 1,766,045
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Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

Other Adjustments

Subtotal

Non-taxable portion of a non-arm's length transferor's gain realized on the transfer
of an ECP to the Corporation after Friday December 31, 2002

Amount transferred on amalgamation or wind-up of subsidiary

Subtotal
Deductions:

Projected proceeds of sale (less outlays and expenses not otherwise deductible)
from the disposition of all ECP during the year

Other Adjustments

Subtotal
Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

Cumulative Eligible Capital Calculation

0x3/4=

0x1/2=

0x3/4=

7%

1,766,045
0
0
0 1,766,045
0
1,766,045
0 1,766,045
1,766,045
123,623
1,642,422
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Less:
Less: Non- | Disallowed UCC Bridge 1/2 Year Rule
UCC Prior Year Distribution FMV Year Opening UCC Before 1/2 | {1/2 Additions Reduced UCC Ending
Class Class Description Ending Balance Portion Increment Balance Additions | Disposals | Yr Adjustment | Less Disposals} ucc Rate % CCA Balance
1 Distribution System - 1988 to 22-Feb-2005 18,686,755 0 0 18,686,755 0 0 18,686,755 0 18,686,755 4% 747,470 17,939,285
2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0
6 Buildings (No footings below ground) 0 0 0 0 0 0 0 0 0 10% 0 0
8 General Office/Stores Equip 612,799 0 0 612,799 599,500 0 1,212,299 299,750 912,549 20% 182,510 1,029,789
10 Computer Hardware/_Vehicles 302,102 0 0 302,102 0 0 302,102 0 302,102 30% 90,631 211,471
10.1__|Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0
12 Computer Software 24,500 0 0 24,500 35,000 0 59,500 17,500 42,000 100% 42,000 17,500
131 |Lease#1 0 0 0 0 0 0 0 0 0 20% 0 0
132 |Lease#2 0 0 0 0 0 0 0 0 0 0 0
133 |Lease#3 0 0 0 0 0 0 0 0 0 0 0
134 |Lease#4 0 0 0 0 0 0 0 0 0 0 0
14 Franchise 0 0 0 0 0 0 0 0 0 0 0
New Electrical Generating Equipment Acq'd after Feb
17 27/00 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0
Certain Energy-Efficient Electrical Generating
43.1 Equipment 0 0 0 0 0 0 0 0 0 30% 0 0
45 Computers & Systems Hardware acq'd post Mar 22/04 12,068 0 0 12,068 0 0 12,068 0 12,068 45% 5,431 6,637
45.1 |Computers & Systems Hardware acq'd post Mar 19/07 32,552 0 0 32,552 28,500 0 61,052 14,250 46,802 55% 25,741 35,311
Data Network Infrastructure Equipment (acq'd post Mar
46 22/04) 0 0 0 0 0 0 0 0 0 30% 0 0
47 Distribution System - post 22-Feb-2005 5,262,458 5,262,458 1,895,000 0 7,157,458 947,500 6,209,958 8% 496,797 6,660,661
SUB-TOTAL - UCC 24,933,233 0 0 24,933,233 2,558,000 0 27,491,233 1,279,000 26,212,233 1,590,579 25,900,655
CEC _|Goodwill 0 0 0 0
CEC __|Land Rights 0 0 0 0
CEC _|FMV Bump-up 1,642,422 0 0 1,642,422
SUB-TOTAL - CEC 1,642,422 0 0 1,642,422
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Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

Other Adjustments
Subtotal
Non-taxable portion of a non-arm's length transferor's gain realized on the transfer
of an ECP to the Corporation after Friday December 31, 2002
Amount transferred on amalgamation or wind-up of subsidiary

Subtotal
Deductions:

Projected proceeds of sale (less outlays and expenses not otherwise deductible)
from the disposition of all ECP during the year

Other Adjustments
Subtotal
Cumulative Eligible Capital Balance

CEC Deduction

Cumulative Eligible Capital - Closing Balance

Cumulative Eligible Capital Calculation

0x3/4=

0x1/2=

0x3/4=

7%

1,642,422
0
0
0 1,642,422
0
1,642,422
0 1,642,422
1,642,422
114,970
1,527,452




Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 5

Index

Pagelof 1

Filed: August 15, 2008

Exhibit Tab Schedule Appendix Contents

5- Deferral and

Variance Accounts

1 1 Description of Deferral and Variance
Accounts & Balances
2 Accounts Requested for Disposition by

way of aDeferral and Variance Account
Rate Rider

Methods of Disposition of Accounts
Proposed Rates and Bill Impacts



w

0o N o o1 b

10
11
12

13

14
15
16
17

18

19
20
21
22

Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 5

Tab 1

Schedule 1

Page 1 of 5

Filed: August 15, 2008

DESCRIPTION OF DEFERRAL AND VARIANCE ACCOUNTS & BALANCES:

This Schedule contains descriptions of Deferral and Variance Accounts (“DVAS’) currently used
by Welland Hydro and their balances as at December 31, 2007.

RSVA/RCVA ACCOUNTS

1588

1588

1580

1582

Retail Settlement Variance Account — Power

Description: This account is used to recover the net difference between the energy
amount billed to customers and the energy charge to Welland Hydro using the settlement
invoice from the Independent Electricity System Operator (“IESO”).

Retail Settlement Variance Account - Power, Sub-account Global Adjustments
Description: This account is used to recover the net difference between the provincial
benefit amount billed to customers and the global adjustment charge to Welland Hydro

using the settlement invoice from the IESO.

Retail Settlement Variance Account - Wholesale M ar ket Service Charges

Description: This account is used to record the net of the amount charged by the IESO
based on the settlement invoice for the operation of the IESO-administered markets and
the operation of the IESO-controlled grid, and the amount billed to customers using the
OEB-approved Wholesale Market Service Rate.

Retail Settlement Variance Account - One-time Wholesale M ar ket Service

Description: This account is used to record the net of non-recurring amounts not included
in the Wholesale Market Service Rate charged by the IESO based on the settlement
invoice and the amount charged to customers for the same services using the OEB-

approved rate.
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Retail Settlement Variance Account - Retail Transmission Network Charges

Description:  This account is used to record the net of the amount charged by the IESO,
based on the settlement invoice for transmission network services, and the amount billed

to customers using the OEB-approved Transmission Network Charge.

Retail Settlement Variance Account - Retail Transmission Connection Char ges
Description:  This account is used to record the net of the amount charged by the IESO,
based on the settlement invoice for transmission connection services, and the amount

billed to customers using the OEB-approved Transmission Connection Charge.

NON RSVA/RCVA ACCOUNTS

1508

1508

1508

1525

Other Regulatory Assets
Description: This account includes amounts of regulatory-created assets, not included in

other accounts, resulting from the ratemaking actions of the OEB.

Other Regulatory Assets - Sub-account OEB Cost Assessments

Description: This account includes amounts paid for OEB Cost Assessment for the period
January 1, 2004 to April 30, 2006 in excess of amounts previously included in rates
(1999 OEB costs).

Other Regulatory Assets - Sub-account Pension Contributions
Description: This account includes amounts paid for OMERS pension expense for the
period January 1, 2004 to April 30, 2006 not included in rates.

Miscellaneous Deferred Debits

Description: This account includes all debits not elsewhere provided for which will
benefit future periods are carried forward and charged to expense over the term of the
benefit. Specifically, Customer Information System expenses with respect to Ontario
Price Credit (“OPC”) rebate cheques are tracked in this account.
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Smart Meter Capital and Recovery Offset Variance
Description: This account records the net of the amounts paid for capitalized direct costs
related to the smart meter program and the amounts charged to customers using the OEB-

approved smart meter rate rider.

Smart Meter OM& A Variance

Description: This account records the incremental operating, maintenance, amortization

and administrative expenses directly rel ated to smart meters.

Deferred Paymentsin Lieu of Taxes

Description: This account records the amount resulting from the OEB-approved PILS
methodology for determining the 2001 deferral account allowance and the PILs proxy
amount determined for 2002 and subsequent periods ending April 30, 2006.

Deferred Rate I mpact Amounts

Description: As authorized by the OEB in its decision in EB-2007-0663 (PILS), this
account shall be used to record the difference between the revised Distribution Rates and
actual Distribution Rates charged to customers for the period October 1, 2007 to January
31, 2008. As this amount was not known for year end there was no baance in this
account as at December 31, 2007. An entry was made in June 2008 to record $124,132 in

deferred revenue.

Recovery of Regulatory Asset Balances

Description: This account records the net of amounts collected from customers from the
2006 EDR Regulatory Asset filing. This Regulatory Asset rate rider is being removed
from Distribution Rates effective May 1, 2008. Separate sub-accounts are maintained for
expenses, interest, and recovery amounts. Welland Hydro is currently forecasting that
this account will have a minima baance once invoicing is completed for power
consumed up to April 30, 2008.
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1589 Regulatory Asset Allowance
This account was set up by Welland Hydro to reserve for the balance in Utility Deferral

Accounts until decisions were made concerning similar accounts at other Distributors
who filed 2008 rate applications. Thisreserve was reversed in 2008.
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ACCOUNT BALANCES

Welland Hydro Electric System Corp.

December 31, 2007 Regulatory Assets
Table 1

Account Description

RSVA/RCVA

RSVA - Power

RSVA - Power Global Adjustment

RSVA - Wholesale Market Service Charge
RSVA - One-time Wholesale Market Service
RSVA - Retail Transmission Network Charge
RSVA - Retail Transmission Connection Charge

Total RSVA Variance Accounts & Interest

NON RSVA/RCVA

Other Regulatory Assets - OEB Cost Assessments
Other Regulatory Assets - Pensions
Miscellaneous Deferred Debits

Smart Meters Revenue and Capital

Smart Meter Expenses

Deferred Payments in Lieu of Taxes

Deferred Rate Impact Amounts

Recovery of Regulatory Asset Balances
Regulatory Asset Allowance

Total RSVA Variance Accounts & Interest

Total Regulatory Assets

Account
Number

1588-0
1588-1
1580
1582
1584
1586

1508-1
1508-2
1525
1555
1556
1562
1574
1590
1589

Principal Amounts
as of Dec-31 2007
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Thefollowing Table 1 contains account balances from the 2007 Audited Financia Statements as
at December 31, 2007.

Interest to  Total Principal
Dec31-07 & Interest

(903,150) $ (19,272) $  (922,423)
(18,626) $ (40,460) $ (59,086)
(868,191) $ (16,333) $  (884,524)
37,163 $ 3735 $ 40,898
392,602 $ 31,599 $ 424,201
174,980 $ 10,549 $ 185,529
(1,185223) $ (30,182) $ (1,215,405)
27,095 $ 6943 $ 34,038
206,737 $ 18,279 $ 225,016
11,871 $ 707 $ 12,578
(109,992) $  (3,565) $  (113,557)
14,070 $ 14,070
(2757) $ 4,965 $ 2,208
- $ - $ -
360,323 $ 45326 $ 405,649
(271,632) $  (271,632)

235,714 $ 72,656 $ 308,370

(949,509) $ 42,474 $  (907,035)
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ACCOUNTSREQUESTED FOR DISPOSITION BY WAY OF A DEFERRAL AND
VARIANCE ACCOUNT RATE RIDER:

The OEB has indicated in the decision for Norfolk Power (EB-2007-0753) and other distributors
that the OEB is of the view that it is appropriate to defer the disposition of RSVA and RCVA

accounts until the completion of the announced generic review of these accounts.

As a result, Welland Hydro is requesting only the disposition of the following non-
RSVA/RCVA Accounts:

1508 Other Regulatory Assets - Sub-account OEB Cost Assessments
Disposa of balances as at April 30, 2009 over athree-year period is requested.

Method of recovery: Allocation to rate classes on basis of distribution revenue.

1508 Other Regulatory Assets - Sub-account Pension Costs
Disposa of balances as at April 30, 2009 over athree-year period is requested.

Method of recovery: Allocation to rate classes on basis of distribution revenue.

1525 Miscellaneous Deferred Debits
Disposa of balances as at April 30, 2009 over athree-year period is requested.

Method of Recovery: Allocation to rate classes on basis of distribution revenue.

1574 Deferred Revenue
Disposal of balances recorded in June 2008 over athree-year period is requested.

Method of Recovery: Allocation to rate classes on basis of distribution revenue.

The balances as of December 31, 2007 (1574 June/08) and the forecasted interest through April
30, 2009 are presented in the following table. The Annual Interest Rate of 4.29% is based on the
average quarterly actual and forecasted rates between January 1, 2008 and April 30, 2009. The
first quarter of 2008 was at 5.19% with the four remaining quarters forecast at 4.08%. The total
amount the of variance requested for disposition is $416,929.
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Account Principal Amounts

o Number as of Dec-31 2007 Interestto  Interest Jan- Interest Janl-
Account Description Dec31-07 1to Dec31-08 09 to Apr30-09
RSVA - Wholesale Market Service Charge 1580 $ = $ = $ = $ =
RSVA - One-time Wholesale Market Service 1582 $ S $ ° $ = $ =
RSVA - Retail Transmission Network Charge 1584 $ - $ - $ - $ -
RSVA - Retail Transmission Connection Charge 1586 $ - $ - $ - $ -
RSVA - Power 1588 $ - $ o
RSVA/RCVA Sub-Totals $ - $ - $ - $ -
Other Regulatory Assets - OEB Assesments 1508 $ 27,095 $ 6,943 $ 1,163 $ 388
Other Regulatory Assets - Pension 1508 $ 206,737 $ 18,279 $ 8,873 $ 2,958
Deferred Regulatory 1525 $ 11,871 $ 707 $ 509 $ 170
Retail Cost Variance Account - STR 1548 $ - $ -
Smart Meters Revenue and Capital 1555 $ - $ - $ - $ -
Smart Meter Expenses 1556 $ - $ - $ - $ -
Deferred Revenue 1574 $ 124,132 $ 5328 $ 1,776
Other Deferred Credits 2425 $ = $ =
NON RSVA/RCVA Sub-Totals $ 369,834 $ 25930 $ 15,873 $ 5,291

Totals per column $ 369,834 $ 25930 $ 15,873 $ 5,291
Jan 1 08 - April 09
Annual interest rate: 4.29%
Number of
2007 Data By Class kw kWhs Cust. Num.'s [Metered Dx Revenue
Customers
RESIDENTIAL CLASS 162,194,309 19,512 19,512 $ 4,890,882
GENERAL SERVICE <50 KW CLASS 53,259,754 1,695 1,69 $ 702,201
GENERAL SERVICE >50 KW NON TIME OF USE
GENERAL SERVICE >50 KW TIME OF USE 441,430 162,260,470 180 180 $ 779,035
STANDBY
LARGE USER CLASS 256,593 85,814,110 2 23 456,174
UNMETERED & SCATTERED LOADS 1,170,025 216 0% 20,476
SENTINEL LIGHTS 2,711 1,110,764 739 0% 4,899
STREET LIGHTING 13,086 4,688,349 6,581 0$ 22,937
Totals 713,820 470,497,781 28,925 21,389 $ 6,876,605
Number of
Allocators kw kWhs Cust. Num.'s [Metered Dx Revenue
Customers

RESIDENTIAL CLASS 0.0% 34.5% 67.5% 91.2% 71.1%)
GENERAL SERVICE <50 KW CLASS 0.0% 11.3% 5.9% 7.9% 10.2%
GENERAL SERVICE >50 KW NON TIME OF USE 0.0% 0.0% 0.0% 0.0% 0.0%
GENERAL SERVICE >50 KW TIME OF USE 61.8% 34.5% 0.6% 0.8% 11.3%
STANDBY 0.0% 0.0% 0.0% 0.0% 0.0%
LARGE USER CLASS 35.9% 18.2% 0.0% 0.0% 6.6%
UNMETERED & SCATTERED LOADS 0.0% 0.2% 0.7% 0.0% 0.3%
SENTINEL LIGHTS 0.4% 0.2% 2.6% 0.0% 0.1%
STREET LIGHTING 1.8% 1.0% 22.8% 0.0% 0.3%
Totals 100% 100% 100% 100% 100%|
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Total Claim

35,589
236,847
13,257

131,236

416,929

416,929
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METHODS OF DISPOSITION OF ACCOUNTS:

The following Table shows the details and calculations of the proposed deferral and

classification.

TABLE 3- METHOD OF DISPOSITION OF ACCOUNTS
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variance account rate rider by customer

GS <50 Sentinel Street

Deferral and Variance Accounts: Amount ALLOCATOR Residential KW GS 50-4999 Large Use USL Lighting  Lighting Total
Other Regulatory Assets OEB Assesment- Account 1508 $ 35589 DxRevenue $ 25312 $ 3,634 $ 4,032 $ 2,361 $ 106 $ 25 $ 119 $ 35,589
Other Regulatory Assets Pension- Account 1508 $ 236,847 DxRevenue $ 168,454 $ 24,186 $ 26,832 $ 15,712 $ 705 $ 169 $ 790 $ 236,847
Deferred Regulatory Assets - Account 1525 $ 13,257 DxRevenue $ 9429 $ 1,354 $ 1502 $ 879 $ 39 $ 9 $ 44 $ 13,257
Deferred Revenue - Account - 1574 $ 131,236 Dx Revenue ' $ 93,339 $ 13,401 $ 14867 $ 8,706 $ 391 $ 94 $ 438 $ 131,236
Subtotal - Non RSVA, Variable $ 416,929 $ 296534 $ 42574 $ 47,233 $ 27658 $ 1241 $ 297 $ 1,391 $ 416,929
Total to be Recovered $ 416,929 $ 296,534 $ 42574 $ 47,233 $ 27658 $ 1,241 $ 297 $ 1,391 $ 416,929
Balance to be collected or refunded, Variable $ 416,929 $ 296534 $ 42574 $ 47233 $ 27658 $ 1241 $ 297 $ 1,391 $ 416,929
Number of years for Variable
Number of years for Fixed (Smart Meters)
Balance to be collected or refunded per year, Variable $ 138,976 $ 98,845 $ 14,191 $ 15744 $ 9219 $ 414 $ 99 $ 464 $ 138,976
Class GS <50 Sentinel Street

Residential KW GS 50-4999 Large Use USL Lighting  Lighting
Deferral and Variance Account Rate Riders, Variable $ 00006 $ 00003 $ 0.0357 $ 00359 $0.0004 $ 00365 $ 0.0354
Billing Determinants kWh kWh kw kw kWh kw kw
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PROPOSED RATESAND BILL IMPACTS:

The proposed rates and bill impacts that result from the disposal of the balances, as requested,
are set out in Table 4 below.

TABLE 4

PROPOSED RATESAND BILL IMPACTS

RATE CLASS PROPOSED RATE BILL IMPACTS
Residential $0.0006/kWh 0.52%
GS<50 kW $0.0003/kWh 0.28%

GS 50 to 4,999 kW $0.0357/kW 0.12%
Large Use $0.0359/kW 0.09%
Street Lighting $0.0354/kW 0.08%
Sentinel Lighting $0.0365/kW 0.08%
Unmetered Scattered Load $0.0004/kWh 0.28%
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OVERVIEW:

The purpose of this evidence is to summarize the method and cost of financing capital

requirements for the 2009 test years.

Capital Structure:

Welland Hydro has a current deemed capital structure of 53.3% debt with a return of 6.25%, and
46.7% equity with areturn of 9% as approved in the 2008 IRM rate decision EB-2007-0855.

Welland Hydro has prepared this rate application with a deemed capital structure of 52.7% Long
Term Debt, 4% Short Term Debt, and 43.3% Equity to comply with the Report of the Board on
Cost of Capital and 2™ Generation Incentive Regulation for Ontario Electricity Distributors
dated December 20, 2006 (the “Cost of Capital Report”).

Return on Equity:

Welland Hydro is requesting a return on equity (“ROE”) for the 2009 Test year of 8.57% in
accordance with the Cost of Capita Parameter Updates for 2008 Cost of Service Applications
issued by the OEB on March 7, 2008. Welland Hydro understands that the OEB will be
finadizing the ROE for 2009 rates based on January 2009 market interest rate information.
Welland Hydro's use of an ROE of 8.57% is without prejudice to any revised ROE that may be
adopted by the OEB in early 2009.

Cost of Debt: Long Term

Welland Hydro is requesting areturn on Long Term Debt for the 2009 Test Y ear of 6.25% which
is the rate currently paid on an existing Long Term Loan ($13,499,453) with its shareholder the
City of Welland. In the Cost of Capital Report the OEB determined “that for embedded debt the
rate approved in prior Board decisions shall be maintained for the life of each active instrument,

unless anew rate is negotiated, in which case it will be treated as new debt”.
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Cost of Debt: Short Term

Welland Hydro is requesting a return on Short Term Debt for the 2009 Test year of 4.47% in
accordance with the Cost of Capital Parameter Updates for 2008 Cost of Service Applications
issued by the OEB on March 7, 2008. Welland Hydro understands that the OEB will be
finalizing the return on short term debt for 2009 rates based on January 2009 market interest rate
information. Welland Hydro's use of a Return on Short Term Debt of 4.47% is without
prejudice to any revised ROE that may be adopted by the OEB in early 2009.

Rate Base and Rate of Return

Exhibit 6, Tab 1, Schedule 2 details Welland Hydro’'s rate base, deemed debt/equity ratios,
deemed rate of return, actual debt/equity ratios and actual rates of returns for 2006 Board
Approved, 2006 Actual, 2007 Actual, 2008 Bridge Y ear Forecast, and 2009 Test Y ear Forecast.
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1 TABLE 1- CAPITAL STRUCTURE DEEMED & ACTUAL

2006 Board Approved-Rate Base

Elements

Long-term debt — 50%
Short-term debt
Common equity - 50%
Total Rate Base

2006 Actual-Rate Base

Elements

Long-term debt — 50%

Customer Deposit-Long Term
Short-term debt (Customer Deposit)
Common equity - 50%

Total Rate Base

Actual Return-Income Statement
Actual Rate of Return on Equity

2007 Actual-Rate Base

Elements

Long-term debt — 50%

Customer Deposit-Long Term
Short-term debt (Customer Deposit)
Common equity - 50%

Total Rate Base

Actual Return-lIncome Statement
Actual Rate of Return on Equity

2008 Bridge-Rate Base
(Current Rates)

Elements

Long-term debt — 53.3%

Customer Deposit-Long Term
Short-term debt (Customer Deposit)
Common equity — 46.7%

Total Rate Base

Actual Return-lIncome Statement
Actual Rate of Return on Equity

Deemed
Dollars
11,979,674

11,979,675
23,959,349

Deemed
Dollars
12,557,269

12,557,269
25,114,538

Deemed
Dollars

12,840,366

12,840,366
25,680,732

Deemed
Dollars
14,104,758

12,358,203
26,462,961

Deemed

Return

Rate (%)
6.25%

9.00%
7.625%

Deemed

Return

Rate (%)
6.25%

9.00%
7.625%

Deemed

Return

Rate (%)
6.25%

9.00%
7.625%

Deemed

Return

Rate (%)
6.25%

9.00%
7.53%

Deemed
Return $
748.730

1,078,170
1,826,900

Deemed
Return $
784,829

1,130,154
1,914,893

Deemed
Return $
802,523

1,155,633
1,958,156

Deemed
Return $
881,547

1,112,239
1,993,786

Actual
Dollars

Actual

Dollars
13,499,453
451,851
465,927
14,797,561
29,214,792
2,018,918
13.644%

Actual
Dollars
13,499,453
426,735
602,582
14,295,286
28,824,056
97,725
0.684%

Forecast
Dollars

13,499,453
426,735
602,582

14,348,604

28,877,392
453,318

3.159%

Debt to Actual
Equity Cost Rate
(%) (%)

Debt to Actual
Equity Cost Rate
(%) (%)
46.2% 6.25%
15% Prime-2%
1.6% Prime-2%
50.7%
100.0%

Debt to Actual
Equity Cost Rate
(%) (%)
46.8% 6.25%
15% Prime-2%
21% Prime-2%
49.6%
100.0%

Debt to Actual
Equity Cost Rate
(%) (%)
46.7% 6.25%
15% Prime-2%
2.1% Prime-2%
49.7%
100.0%



2009 Test —Rate Base
(Current Rates)

Elements

Long-term debt — 52.7%

Customer Deposit-Long Term
Short-term debt — 4% (Cust. Deposit)
Common equity — 43.3%

Total Rate Base

Actual Return-lIncome Statement
Actual Rate of Return

Deemed
Dollars
14,400,005

1,092,980
11,381,503
27,324,488

Deemed
Return
Rate (%)
6.25%

4.47%
8.57%
7.18%

Welland Hydro-Electric System Corp.
EB-2008-0247
Exhibit 6

Deemed
Return $

900,000

48,856
1,013,960
1,962,816

Forecast
Dollars
13,499,453

426,735
602,582
13,939,710
28,468,480
(8,894)
(0.0312%)
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Debt to Actual
Equity Cost Rate
(%) (%)
47.5% 6.25%
15% Prime-2%
2.1% Prime-2%
48.9%
100.0%
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ANALYSIS
Actual Rate of Return

The Actual ROE for 2006 requires adjustment for the reversal of a Regulatory Asset provision as

follows:
Net Income per Statement  $2,018,918
Adjustment for Provision (1,161,290)
Revised Incomefor ROE ~ $ 857,628
Revised Return on Equity 5.8%

As aresult, Welland Hydro’s ROE in both 2006 (5.8%) and 2007 (0.7%) were well below the
allowed deemed ROE. Other items affecting returns during this time period were increased
payment of PILs due to Regulatory Asset Recovery, recovery of a previously written off large
bad debt, and the sharing of loss carry forwards in rates which were eliminated in 2006. These
loss carry forwards were the result of taxable income timing differences relating to Regulatory
Assets and should not have been shared with customers. The interim rate increase as of October
1, 2007 addressed this issue but had no impact on 2007 Actual results.

The ROE using current rates is projected at 2008 (3.2%) and 2009 (-0.03%) and are also well
below the alowed deemed ROE.

Capital Structure

Welland Hydro’s current Debt to Equity ratio is in line with the previous deemed rate of 50%
Debt and 50% Equity. The deemed ratio was changed to 53.3% Debt and 46.7% Equity for the
2008 IRM rate setting process. The deemed ratio for this Application was set at 56.7% Debt and
43.3% Equity. For 2010, the deemed ratio will be set at 60.0% Debt and 40.0% Equity. Welland
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1 Hydroiscurrently evaluating options to bring the actual debt to equity ratio in line with the new
2  deemed rate in 2010.
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REVENUE DEFICIENCY - OVERVIEW:

Welland Hydro has provided detailed calculations supporting its 2009 revenue deficiency.
Welland Hydro's net revenue deficiency is $1,077,564 and when grossed up for PILs Welland
Hydro's revenue deficiency is $1,608,305. Table 1 on the following page provides the revenue
deficiency calculations for the 2009 Test Year at Existing 2008 OEB-approved rates and the
2009 Test Y ear Revenue Requirement.
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Table 1

Calculation of Revenue Deficiency or Surplus

Revenue

Suff/ Def From Below.
Distribution Revenue

Other Operating Revenue (Net)
Total Revenue

Distribution Costs

Operation, Maintenance, and Administration
Depreciation & Amortization

Property & Capital Taxes

Interest- Deemed Interest

Total Costs and Expenses

Less OCT Included Above

Total Costs and Expenses Net of OCT

Utility Income Before Income Taxes
Income Taxes

Corporate Taxes

Ontario Capital Tax

Total Income Taxes

Utilitiy Net Income

Rate Base

Return on Equity
Equity Rate Base%

Expected Return on Equity

Revenue Deficiency After Tax
Revenue Deficiency Before Tax

Welland Hydro-Electric System Corp.
EB-2008-0247

2009 Test

Exhibit 7
Tab 1
Schedule 1
Page 2 of 2

Filed: August 15, 2008

2009 Test

Existing Rates Proposed Rates

$1,608,305
$7,093,092 $7,093,092
$656,350 $656,350
$7,749,442 $9,357,747
$5,113,936 $5,113,936
$1,721,827 $1,721,827
$27,730 $27,730
$948,857 $948,857
$7,812,350 $7,812,350
$27,730 $27,730
$7,784,620 $7,784,620
-$35,178 $1,573,127
$697 $531,437
$27,730 $27,730
$28,427 $559,167
-$63,604 $1,013,960
$27,324,488  $27,324,488
8.57% 8.57%
43.30% 43.30%
1,013,960 1,013,960
1,077,564
1,608,305
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SUMMARY OF RESULTSAND PROPOSED CHANGES:
Results of the Cost Allocation Study:

Welland Hydro filed its cost allocation on February 27, 2007. The results of this study have
been used to address the issue of cross subsidization in this rate application. The data used in the
Model was consistent with Welland Hydro's cost data that supported its 2006 OEB-approved
distribution rates. Consistent with the Guidelines, Welland Hydro’s assets were broken out into
primary and secondary distribution functions. The breakout of assets, capital contributions,
depreciation, accumulated depreciation, customer data and load data by primary, line transformer
and secondary categories were developed from the best data available to Welland Hydro: its

engineering records, and its customer and financial information systems.

The results of acost alocation study are typically presented in the form of revenue-to-cost ratios.
The ratio is shown by rate classification and is the percentage of distribution revenue collected
by rate classification compared to the costs allocated to the classification. The percentage shows
the rate classifications that are being subsidized and those that are over-contributing. A
percentage of less than 100% means the rate classification is under-contributing and is being
subsidized by other classes of customers. A percentage of greater than 100% indicates the rate

classification is over-contributing and is subsidizing other classes of customers.

The following Table 1 outlines the revenue-to-cost ratios and revenue over/under contributions
by rate class from the cost alocation informational filing submitted by Welland Hydro. The
calculations are based on Welland Hydro's revised OEB-approved 2006 (EB-2007-0663)
electricity distribution rates. The additional PILs related expenses have been added to each class
in the same proportion as additional revenue in order to maintain revenue-to-cost ratios close to
the original cost allocation filing.
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Tablel
WELLAND HYDRO ELECTRIC SYSTEM CORP
COST ALLOCATION ANALYSIS - 2006 FILING
REVISED EB-2007-0663
Total Residential GS <50 GS50-4999 Large Use Street Light  Sentinnel Light Unmetered

Distribution Revenue 2006 Cost Allocation Monthly 3,998,909 2,786,883 356,642 450,726 360,807 13,590 2,999 27,262
Distribution Reveune 2006 Cost Allocation Volume 2,706,053 1,884,678 289,009 321,962 191,490 9,355 1,703 7,856
2007 PILS Increase - EB-2007-0663 353,832 246,527 34,072 40,776 29,145 1,211 248 1,853
Distribution Revenue Revised Cost Allocation 7,058,794 4,918,088 679,723 813,464 581,442 24,156 4,950 36,971
Revenue Offsets 806,790 469,656 122,480 124,753 53,929 25,820 3,772 6,380
Total Revenue Cost Allocation 7,865,584 5,387,744 802,203 938,217 635,371 49,976 8,722 43,351
Total Expenses 2006 Cost Allocation 6,433,582 3,474,354 910,838 1,171,067 464,823 341,068 38,701 32,731
2007 PILS Increase - EB-2007-0663 353,832 246,527 34,072 40,776 29,145 1,211 248 1,853
Total Expenses Revised Cost Allocation 6,787,414 3,720,881 944,910 1,211,843 493,968 342,279 38,949 34,584
Allocated Net Income 2006 Cost Allocation 1,078,170 513,531 121,786 226,657 137,026 68,348 7,674 3,148
Total Expense and Allocated Income 7,865,584 4,234,412 1,066,696 1,438,500 630,994 410,627 46,623 37,732
[Revenue to Expense % | | 127.24%] 75.20%] 65.22%| 100.69%] 12.17%] 18.71%] 114.89%]
|Existing Revenue Minus Allocated Costs | | 1,153,332| -264,493| -500,283] 4,377| -360,651] -37,901] 5,619|

|Revenue-to-cost Ratios Ranges EB-2007-0667

[ 85% to 115% | 80% to 120% | 80% to 180% | 85% to 115% | 70% to 120% |

70% to 120% | 80% to 120% |
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PROPOSED ADJUSTMENT TO COST ALLOCATION:

On November 28, 2007, the OEB issued its “Report on Application of Cost Allocation for
Electricity Distributors’ (the “Cost Allocation Report”). 1n the Cost Allocation Report, the OEB
established what it considered to be the appropriate ranges of revenue-to-cost ratios which are
summarized in Table 2 below along with the result for Welland Hydro from the cost allocation
Model. As can be seen from the table, the cost alocation results for Welland Hydro show that
only Large Use and Unmetered Scattered Load customers fall within the revenue-to-cost ratio
ranges established by the OEB.

Table2
OEB Revenueto Cost Ratio Ranges & Welland Hydro Results

Welland
Customer Class Low High Hydro
Residential 85% 115% 127.24%
GS <50 kW 80% 120% 75.20%
GS>50 kW 80% 180% 65.22%
Large Use >5MW 85% 115% 100.69%
Street Lighting 70% 120% 12.17%
Sentindl Lighting 70% 120% 18.71%
Unmetered Scattered L oad 80% 120% 114.89%

Welland Hydro is proposing to re-align its revenue-to-cost ratios in this Application by adjusting
the allocations of revenue among the rate classes in order to reduce the cross-subsidization.

In order to begin applying the results of Welland Hydro’s cost allocation study and set the frame
work for the design of future distribution rates, Welland Hydro first reviewed the percentage of
distribution revenues by rate classification assuming all rate classifications were moved to a
revenue-to-cost ratio of 100%, that is, assuming no cross-subsidization. Welland Hydro then
calculated the percentage of distribution revenue by rate classification for 2009 based on current
rates and forecasted volumes. The following Table 3 compares the proportionate share of
Welland Hydro’ s 2009 revenue requirement that would be required from each customer class by
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moving to a 100% revenue-to-cost ratio the (“Cost Allocation”) column with the percentage by

rate class using existing rates and forecasted volumes the (“Existing Rates”) column.

Table3

2009 Test Year Class Revenue Design

Outstanding Base Revenue

Requirement %

Outstanding Base Revenue Requirement $

A

—— — — Total Base

Cost Existing Rate Cost Existing Rate Revenue
Customer Class Allocation Rates Application Allocation Rates Application Requirement
Residential 55.82% 73.79% 64.53% 4,857,185.93 | 6,420,851.71 | 5,615,011.48 | 5,615,011.48
GS <50 kW 14.02% 10.65% 11.90% 1,220,188.65 | 926,420.96 | 1,035,466.24 1,035,466.24
GS>50 kW 17.43% 8.79% 14.59% 1,516,973.36 | 765,151.61 | 1,269,533.82 1,269,533.82

Large Use >5MW 6.02% 5.90% 6.02% 523,868.90 513,785.56 523,824.10 523,824.10

Street Light 5.60% 0.35% 2.15% 487,066.13 30,200.13 187,080.04 187,080.04

Sentinel 0.63% 0.07% 0.33% 54,618.31 6,438.18 28,714.61 28,714.61

Unmetered Scattered Load 0.48% 0.44% 0.48% 41,495.72 38,548.85 41,766.71 41,766.71

Back-up/Standby Power 0.00% 0.00% 0.00% 0.00 0.00 0.00 0.00

TOTAL 100.00% | 100.00% 100.00% 8,701,397.00 | 8,701,397.00 | 8,701,397.00 | 8,701,397.00

As a means of mitigating potential bill impacts arising from this cost allocation-related

adjustment, Welland Hydro is proposing to implement a partia shift towards full cost of service

by applying the percentages outlined in the column “Rate Application”.
distribution revenue by rate class has aso been presented for each method.

The corresponding

Welland Hydro's proposed revenue percentages by rate classification will result in revised

revenue-to-cost ratios and is summarized in Table 4 below. As evidenced in this table, Welland
Hydro's customer classes will fall within the ranges established by the OEB in the 2009 Test
Y ear with the exception of the Street Light and Sentinel Light classes.
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Table4
Proposed Revenueto Cost Ratio
Revenue to Cost Revenue to Cost
Ratios Per C.A. | Ratios Per 2009 Test Target Ranges
Customer Class Study Year Filing Low High
Residential 127.24% 114.46% 85.00%]| 115.00%
GS <50 kW 75.20% 86.00% 80.00%]| 120.00%
GS>50 kW 65.22% 85.64% 80.00%]| 180.00%
Large Use >56MW 100.69% 99.99% 85.00%]| 115.00%
Street Light 12.17% 40.96% 70.00%]| 120.00%
Sentinel 18.71% 55.10% 70.00%]| 120.00%
Unmetered Scattered Load 114.89% 100.58% 80.00%]| 120.00%

The adjustments made to bring GS<50 kW and GS 50 to 4,999 kW within targeted revenue to
cost ranges have alowed Welland Hydro to make reductions to both Residential and Unmetered
Scattered Load ratios. As a result, the Residentia class is now within the targeted revenue to
cost ratios with afurther adjustment to be made in 2010 when additional adjustments are made to
the Street Light and Sentinel Light classes.

Welland Hydro has set targeted revenue-to-cost ratios for Street Lights at 70% and Sentinel
Lights at 90% respectively which would result in revenue requirements of $340,946 for Street
Lights and $49,156 for Sentinel Lights. Welland Hydro is proposing to move to the OEB’s
targeted revenue-to-cost ratio ranges over atwo year period. The proposed increase in 2009 for
Street Lights revenue of $156,880 ($187,080-$30,200) represents 50.5% of the required increase
of $310,746 ($340,946-$30,200) to reach a revenue-to-cost ratio of 70%. The proposed increase
in 2009 for Sentingl Lights revenue of $22,277 ($28,715-$6,438) represents 52.1% of the
required increase of $42,718 ($49,156-$6,438) to reach a revenue-to-cost ratio of 90%. The
increases in distribution revenue in Year Two for Street Lights and Sentinel Lights will be offset
by a corresponding reduction to Residential distribution revenues in 2010.
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As a result, after a one year period, revenue-to-cost ratios for each of Welland Hydro's rate

classes will fall within the target range for each class.

Welland Hydro acknowledges the OEB’s general concerns, expressed at Section 2.1 of its Cost
Allocation Report that a revenue-to-cost ratio of one may not be achievable or desirable and that
certain issues, such as the quality of data, need to be addressed before moving to an appropriate

specific revenue-to-cost ratio.
Cost Allocation Summary:

The discussion and tables above support Welland Hydro’'s proposed reallocation of distribution
costs across customer classes, in order to begin moving to target revenue-to-cost ranges set out
by the OEB. Welland Hydro submits that the proposed reallocation of distribution revenue is

fair and reasonable for the following reasons:

e Customer class revenues will more closely reflect the actual costs of providing

distribution service to that class;
e Rateimpactson total bill will be mitigated across all classes; and

e Partia reallocation provides time for further refinement of the cost allocation model and

movement between classes
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RATE DESIGN OVERVIEW:

This Exhibit documents the calculation of Welland Hydro’'s proposed distribution rates by rate
classfor the 2009 test year, based on rate design as proposed in this Exhibit.

Welland Hydro has determined its total 2009 service revenue requirement to be $9,357,747. The
total revenue offsets in the amount of $656,350 reduce Welland Hydro's total service revenue
requirement to a base revenue requirement to $8,701,397 which is used to determine the
proposed distribution rates. The base revenue requirement is derived from Welland Hydro’s
2009 capita and operating forecasts, weather normalized usage, forecasted customer counts, and
Welland Hydro's regulated return on rate base. The revenue requirements are summarized
below in Table 1:

Tablel

Calculation of Base Revenue Requirement

OM&A Expenses 5,113,936
Amortization Expenses 1,721,827
Total Distribution Expenses 6,835,763
Regulated Return On Capital 1,962,816
PILs (with gross-up) 559,168
Service Revenue Requirement 9,357,747
Less: Revenue Offsets (656,350)
Base Revenue Requirement 8,701,397

The outstanding base revenue requirement is allocated to the various rate classes using the

following proposed apportionment of revenue as outlined in Exhibit 8 — Cost Allocation.
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1 Table?2
2 Proposed Apportionment of Revenueto Rate Classes

Proposed Proportion of Revenue
Rate Classification

Residential 64.53%
General Service Less Than 50 kW 11.90%
Genera Service Greater Than 50 kW 14.59%
Large Use >5MW 6.02%
Street Lights 2.15%
Sentinel Lights 0.33%
Unmetered Scattered L oad 0.48%
Total 100.0%

3 Thefollowing Table 3 outlines the results of this allocation.

4 Table 3

5 Allocation of Outstanding Base Revenue Requirement
Rate Classification Proposed Revenue
Residential $5,615,011
Generd Service Less Than 50 kW $1,035,466
Generd Service Greater Than 50 kW $1,374,404
Transformer Credit ($104,868)
Large Use > 5SMW $704,157
Transformer Credit ($180,333)
Street Lights $187,080
Sentinel Lights $28,715
Unmetered Scattered Load $41,767
Total $8,701,397

6 Determination of Monthly Fixed/Volumetric Char ges:

7  Weéland Hydro's current OEB-approved (2008 IRM) volumetric and monthly fixed charges are

8 summarized in Table 4 and Table 5 as follows.
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Table4

Current Monthly Fixed Charges (Excludes Smart Meter)

Rate Class Current Monthly Fixed
Charge
Residential $12.88
General Service Less Than 50 kW $19.13
General Service Greater Than 50 kW $191.82
Large Use > 5SMW $10,646.26
Street Lights $0.18
Sentinel Lights $0.36
Unmetered Scattered Load $9.71
Table5

Current Monthly Volumetric Charges

Rate Class Current Monthly
Volumetric Charge
Residential $0.0130/kwh
General Service Less Than 50 kW $0.0067/kwh
General Service Greater Than 50 kW $0.8047/kw
Large Use > 5MW $0.7183/kw
Street Lights $0.7688/kw
Sentinel Lights $0.8231/kw
Unmetered Scattered Load $0.0067/kwh

Using the existing approved fixed charges applied to the forecasted number of customers for
2009 and the approved volumetric charge applied to the forecasted volumetric billing
determinants, the following Table 6 outlines the current split between fixed and variable

distribution revenue.
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Table6

Fixed and Variable Proportion

Rate Class Fixed Revenue Variable Revenue
Proportion Proportion
Residential 58.52% 41.48%
Generd Service Less Than 50 kW 51.52% 48.48%
Generd Service Greater Than 50kW 56.55% 43.45%
Large Use > 5MW 63.97% 36.03%
Street Lights 58.58% 41.42%
Sentinel Lights 59.35% 40.65%
Unmetered Scattered Load 77.13% 22.87%

Welland Hydro submits that it is appropriate for 2009 to maintain the same fixed/variable
proportions assumed in the current rates for all customer classifications with the exception of
Genera Service 50 to 4999 kW.

In its November 28, 2007 Report on Application of Cost Allocation for Electricity Distributors,
referred to in Exhibit 8 above, the OEB addressed a number of “Other Rate Matters’, including
the treatment of the fixed rate component (the Monthly Service Charge, or “MSC”) of the hill.
At page 12 of the Report, the OEB determined that the floor amount for the MSC should be the
avoided costs, as that term is defined in the September 29, 2006 report of the OEB entitled “ Cost
Allocation: Board Directions on Cost Allocation Methodology for Electricity Distributors’.
Welland Hydro’s M SCs exceed that floor amount. With respect to the upper bound for the MSC,
the OEB considered it to be ingppropriate to make changes to the MSC ceiling at this time, given
the number of issues that remain to be examined within the scope of the OEB’s Rate Review
proceeding (EB-2008-0031). The OEB indicated that for the time being, it does not expect
distributors to make changes to the MSC that result in a charge that is greater than the ceiling as
defined in the Methodology for the MSC; and that distributors that are currently above that value
are not required to make changes to their current MSC to bring it to or below that level at this

time.

Until the OEB’s Rate Review proceeding (EB-2008-0031) is completed and consistent with
Norfolk Power Distribution Inc. 2008 Rate Decision (EB-2007-0753), Welland Hydro submits
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that an MSC ceiling has not been established and that it is appropriate for the purposes of setting
rates in this Application to maintain the current fixed and variable proportions of its rates with
the exception of General Service 50 to 4999 kW. Welland Hydro is recommending that the fixed
portion of this customer classification be reduced from the current 56.55% to 51.16%.
Customers at the low end of this rate classification (50kW to 100kW) would be subject to higher
bill impact percentages at the current fixed rate proportion. Consideration should be given to
reducing the large KW range within this classification by introducing a new customer class at
some point in the future. All other changesin MSCs are due solely to changes in the total base
revenue requirement attributable to each customer class. The following Table 7 provides
Welland Hydro's calculations of its proposed monthly fixed distribution charges for the 2009
Test Y ear assuming the fixed/variable split supporting the current approved rates.

Table7

Proposed Fixed Distribution Charge

Proposed
Total Base Fixed 2009 Test Fixed
Revenue Revenue Y ear Distribution

Customer Class Requirement Proportion Customers Charge
Residential $5,615,011 58.52% 19,818 $13.82
General ServiceLessThan 50 kW $1,035,466  51.52% 1,695 $26.23
General Service Greater Than 50 kW $1,374,404  51.16% 179 $327.34
Transformer Credit ($104,868)

Large Use $704,157 63.97% 3 $12,512.04
Transformer Credit ($180,333)

Street Lights $187,080 58.58% 6677 $1.37
Sentinel Lights $28,715 59.35% 721 $1.97
Unmetered Scatter Load $41,767 77.13% 208 $12.91
Tota $8,701,397 29,301

Proposed Volumetric Char ges:

The variable distribution charge is calculated by dividing the variable distribution portion of the
base revenue requirement by the appropriate 2009 Test Year usage, kWh or kW, as the class

charge determinant.
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The following Table 8 provides Welland Hydro's calculations of its proposed variable
distribution charges for the 2009 Test Year assuming the same fixed/variable split used in
designing the current approved rates with the exception of the GS 50 to 4,999 kW class.

Table8

Variable Distribution Charge Calculation

2009 Test Proposed

Total Base Variable Volumetric Volumetric

Revenue  Revenue Billing Distribution
Customer Class Requirement Propor tion Deter minant Charge
Residential $5,615,011 41.48% 166,999,701 kWh  $0.0139

Genera Service Less Than 50 kW $1,035,466 48.48% 54,639,337 kWh  $0.0092
Genera Service Greater Than 50 kW $1,374,404  48.84% 393,395 kw  $1.7064

Transformer Allowance ($104,868) 174,780 kW ($0.60)
Large Use $704,157 36.03% 300,555 kw $0.8442
Transformer Allowance ($180,333) 300,555 kW (%0.60)
Street Lights $187,080 41.42% 13,262 kW $5.8294
Sentingd Lights $28,715 40.65% 2,592 kW $4.5024
Unmetered Scattered Load $41,767 22.87% 1,072,774 KkWh  $0.0089
Tota $8,701,397

Adjustment to Transformer Allowance:

Currently, Welland Hydro provides a Transformer Allowance to those customers that own their
transformation facilities. Welland Hydro proposes to maintain the current approved transformer
ownership alowance of $0.60 per kW. The Transformer Allowance is intended to reflect the
coststo adistributor of providing step down transformation facilities to the customer’ s utilization
voltage level. Since the distributor provides electricity at utilization voltage, the cost of this
transformation is captured in and recovered through the distribution rates. Therefore, when a
customer provides its own step down transformation from primary to secondary, it should

receive acredit of these costs already included in the distribution rates.
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Proposed Distribution Rates:
The following Table 9 sets out Welland Hydro’'s proposed 2009 electricity distribution rates
based on the foregoing calculations, including adjustments for the recovery of transformer
allowance and the smart meter rate adder of $.27/month:

Table9

Proposed 2009 Electricity Distribution Rates

Customer Class Customer | Connection kWh kW
Residential $14.09 $0.0139

Genera Service Less Than

50 kW $26.50 $0.0092

Genera Service 50 to 4999

kW $327.61 $1.7064
Large Use $12,512.31 $0.8442
Street Lights $1.37 $5.8294
Sentinel Lights $1.97 4.5024
Unmetered Scattered Load $12.91 $.0089
Transformer Allowance ($0.60)
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1 RATEMITIGATION:

2  Waelland Hydro submits that the bill impacts of its proposed 2009 electricity distribution rates are

3 not so significant as to warrant any mitigation measures.
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OTHER ELECTRICITY CHARGES:

Welland Hydro proposes to leave rates for Retail Transmission — Network Service, Retail
Transmission Line and Transformation Connection Service, Wholesale Market Service, Rurad
Rate Protection Charge, and Standard Supply Service — Administrative Charge at rates approved
by the OEB in EB-2007-0855 (2008 rates). Retail Transmission rates are subject to any
modifications as a result of an OEB decision on Hydro One Networks 2009 Uniform
Transmission Rate Adjustment Application (OEB File EB-2008-0113).

Both the Network Service and Line and Transformation Connection rates were revised in the
2008 IRM rate setting process to reflect the reduced Uniform Transmission Rates (EB-2007-
0759) as of November 1, 2007.
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EXISTING RATE CLASSES:

Residential:
This classification refers to the supply of eectrical energy to residential customers in detached or

semi-detached units, as defined in the local zoning by-law.

General ServiceLessthan 50 kW:

This classification refers to the supply of electrica energy to commercia buildings taking
electricity at 750 volts or less whose monthly average peak demand is less than, or is forecast to
be less than, 50 kW. Commercia buildings are defined as buildings, which are used for

purposes other than residential dwellings.

General Service 50 to 4999 kW:

This classification refers to the supply of electrical energy to commercia buildings whose
monthly average peak demand is equal to or greater than, or is forecast to be equal to or greater
than, 50 kW but less than 5,000 kW. Commercial buildings are defined as buildings, which are
used for purposes other than residential dwellings.

Large Use:
This classification refers to an account whose monthly average peak demand is equa to or
greater than, or isforecast to be equal to or greater than, 5,000 kW.

Unmetered Scattered L oad:

This classification refers to an account taking electricity at 750 volts or less whose monthly
average peak demand is less than, or is forecast to be less than, 50 kW and the consumption is
unmetered. Unmetered or flat connections are permitted with the approval of Welland Hydro’s
Engineering Department. Flat rate connects may include, but are not limited to, Traffic Lights,
Street Lights, Bus Shelters, and Signs. Energy consumption is determined by information
provided by the customer and/or load measurement taken by Welland Hydro following

connection of the flat service.
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Sentinel Lighting:

This classification refers to an account for roadway lighting not classified as unmetered or street
lighting. The consumption for the customer will be based on the calcul ated connected load times
atwelve hour day times the applicable billing period.

Street Lighting:
This classification refers to the Street Lighting system owned by the City of Welland.



Welland Hydro-Electric System Corp.
EB-2008-0247

Exhibit 9

Tab 1

Schedule 5

Page 1 of 3

Filed: August 15, 2008

EXISTING RATE SCHEDULE:

MONTHLY RATESAND CHARGES

Residential

Service Charge $ 13.15
Distribution Volumetric Rate $kwh  0.0130
Regulatory Asset Recovery $/kwh  0.0000
Retail Transmission Rate — Network Service Rate $kWh  0.0056
Retail Transmission Rate — Line and Transformation Connection Service Rate $kWh  0.0047
Wholesale Market Service Rate $/kwh  0.0052
Rural Rate Protection Charge $kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

General Service Lessthan 50 kW

Service Charge $ 19.40
Distribution Volumetric Rate $kWh  0.0067
Regulatory Asset Recovery $/kwh  0.0000
Retail Transmission Rate — Network Service Rate $/kwh  0.0049
Retail Transmission Rate — Line and Transformation Connection Service Rate $kWh  0.0043
Wholesale Market Service Rate $/kwh  0.0052
Rural Rate Protection Charge $/kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

General Service 50t0 4,999 kW

Service Charge $ 192.09
Distribution Volumetric Rate $kw 0.8047
Regulatory Asset Recovery $kW 0.0000
Retail Transmission Rate — Network Service Rate $kw 1.7011
Retail Transmission Rate — Line and Transformation Connection Service Rate $kw 1.4490
Retail Transmission Rate — Network Service Rate — Interval Metered $KW 1.6874
Retail Transmission Rate — Line and Transformation Connection Service Rate — Interval Metered $kw 1.7356
Wholesale Market Service Rate $/kwh  0.0052
Rural Rate Protection Charge $kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25
LargeUse

Service Charge $ 10,646.53
Distribution Volumetric Rate $KW 0.7183
Regulatory Asset Recovery $KW 0.0000
Retail Transmission Rate — Network Service Rate $kw 1.2364
Retail Transmission Rate — Line and Transformation Connection Service Rate $KW 1.9274
Wholesale Market Service Rate $/kwh  0.0052
Rural Rate Protection Charge $/kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

Unmeter ed Scattered L oad

Service Charge (per connection) $ 9.71

Distribution Volumetric Rate $kWh  0.0067
Regulatory Asset Recovery $/kwh  0.0000
Retail Transmission Rate — Network Service Rate $/kwh  0.0049
Retail Transmission Rate — Line and Transformation Connection Service Rate $kWh  0.0043
Wholesale Market Service Rate $kWh  0.0052
Rural Rate Protection Charge $/kwh  0.0010

Standard Supply Service — Administrative Charge (if applicable) $ 0.25



Sentinel Lighting

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Street Lighting

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Specific Service Charges

Customer Administration
Arrears certificate
Statement of Account
Request for other billing information
Easement Letter
Account history
Returned Cheque (plus bank charges)
Chargeto certify cheque
Legal letter charge
Account set up charge/change of occupancy charge (plus credit agency costs if applicable)
Specia metered reads
Meter dispute charge plus M easurement Canada fees (if meter found correct)

Non-Payment of Account
Late Payment - per month
Late Payment - per annum
Disconnect/Reconnect at meter - during Regular Hours
Install / Remove load control device — during regular hours
Disconnect/Reconnect at meter - after regular hours

Specific Charge for Accessto the Power Poles— per pole/year
Meter upgrade requested by customer plus installation — per month

Allowances
Transformer Allowance for Ownership - per KW of billing demand/month
Primary Metering Allowance for transformer losses — applied to measured demand and energy

Welland Hydro-Electric System Corp.

$KkW
$KkW
$kw
$KkW
$/kwh
$/kwh

$kw
$kw
$KkW
$kw
$/kwh
$/kwh
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0.36

0.8231
0.0000
1.5844
1.3496
0.0052
0.0010
0.25

0.18

0.7688
0.0000
1.5809
1.3466
0.0052
0.0010
0.25

15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
30.00
30.00
30.00

1.50
19.56
65.00
65.00
185.00

22.35
10.00
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plusinstallation on a

time and materials

basis.

$/kW
%

(0.60)
(1.00)



Retail Service Charges (if applicable)

Retail Service Charges refer to services provided by adistributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer
Monthly Fixed Charge, per retailer
Monthly Variable Charge, per customer, per retailer
Distributor-consolidated billing charge, per customer, per retailer
Retailer-consolidated billing credit, per customer, per retailer
Service Transaction Request (STR)

Request fee, per request, applied to the requesting party

Processing fee, peer request, applied to the requesting party
Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice ayear

More than twice a year, per request (plus incremental delivery costs)

L oss Factor

Total Loss Factor — Secondary Metered Customer < 5,000 kW
Total Loss Factor — Secondary Metered Customer > 5,000 kW
Total Loss Factor — Primary Metered Customer < 5,000 KW
Total Loss Factor — Primary Metered Customer > 5,000 kW

Welland Hydro-Electric System Corp.
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100.00
20.00
0.50
0.30
(0.30)

0.25
0.50

no charge
2.00

1.0599
1.0145
1.0493
1.0045
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SCHEDULE OF PROPOSED RATESAND CHARGES:

MONTHLY RATESAND CHARGES

Residential

Service Charge $ 14.09
Distribution Volumetric Rate $kWh  0.0139
Regulatory Asset Recovery $kwh  0.0006
Retail Transmission Rate — Network Service Rate $/kwh  0.0056
Retail Transmission Rate — Line and Transformation Connection Service Rate $kWh  0.0047
Wholesale Market Service Rate $kWh  0.0052
Rural Rate Protection Charge $/kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

General Service Less Than 50 kW

Service Charge $ 26.50
Distribution Volumetric Rate $/kwh  0.0092
Regulatory Asset Recovery $kwh  0.0003
Retail Transmission Rate — Network Service Rate $kWh  0.0049
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kwh  0.0043
Wholesale Market Service Rate $/kWh  0.0052
Rural Rate Protection Charge $kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

General Service 50t0 4,999 kW

Service Charge $ 327.61
Distribution VVolumetric Rate $kw 1.7064
Regulatory Asset Recovery $KW 0.0357
Retail Transmission Rate — Network Service Rate $KW 1.7011
Retail Transmission Rate — Line and Transformation Connection Service Rate $kw 1.4490
Retail Transmission Rate — Network Service Rate — Interval Metered $kw 1.6874
Retail Transmission Rate — Line and Transformation Connection Service Rate — Interval Metered $KW 1.7356
Wholesale Market Service Rate $kWh  0.0052
Rural Rate Protection Charge $/kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25
LargeUse

Service Charge $ 12,512.31
Distribution Volumetric Rate $kw 0.8442
Regulatory Asset Recovery $kW 0.0359
Retail Transmission Rate — Network Service Rate $kw 1.2364
Retail Transmission Rate — Line and Transformation Connection Service Rate $kw 1.9274
Wholesale Market Service Rate $kWh  0.0052
Rural Rate Protection Charge $/kwh  0.0010
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

Unmetered Scattered L oad

Service Charge (per connection) $ 12.91

Distribution Volumetric Rate $/kwh  0.0089
Regulatory Asset Recovery $/kwh  0.0004
Retail Transmission Rate — Network Service Rate $kWh  0.0049
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kwh  0.0043
Wholesale Market Service Rate $/kwh  0.0052
Rural Rate Protection Charge $kwh  0.0010

Standard Supply Service — Administrative Charge (if applicable) $ 0.25



Sentinel Lighting

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Street Lighting

Service Charge (per connection)

Distribution Volumetric Rate

Regulatory Asset Recovery

Retail Transmission Rate — Network Service Rate

Retail Transmission Rate — Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service — Administrative Charge (if applicable)

Specific Service Charges

Customer Administration
Arrears certificate
Statement of Account
Request for other billing information
Easement Letter
Account history
Returned Cheque (plus bank charges)
Charge to certify cheque
Legal letter charge
Account set up charge/change of occupancy charge (plus credit agency costsif applicable)
Special metered reads
Meter dispute charge plus M easurement Canada fees (if meter found correct)

Non-Payment of Account
Late Payment - per month
Late Payment - per annum
Disconnect/Reconnect at meter - during Regular Hours
Install / Remove load control device — during regular hours
Disconnect/Reconnect at meter - after regular hours

Specific Charge for Access to the Power Poles— per pole/year
Meter upgrade requested by customer plus installation — per month

Allowances
Transformer Allowance for Ownership - per kW of hilling demand/month
Primary Metering Allowance for transformer losses — applied to measured demand and energy

Welland Hydro-Electric System Corp.

$kw
$KkW
$KkW
$kw
$/kwh
$/kwh

$KkW
$kw
$kw
$KkW
$/kwh
$/kwh
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4.5024
0.0365
1.5844
1.3496
0.0052
0.0010
0.25

1.37

5.8294
0.0354
1.5809
1.3466
0.0052
0.0010
0.25

15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
30.00
30.00
30.00

1.50
19.56
65.00
65.00
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time and materials

basis.

$kw
%

(0.60)
(1.00)



Retail Service Charges (if applicable)

Retail Service Charges refer to services provided by adistributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer
Monthly Fixed Charge, per retailer
Monthly Variable Charge, per customer, per retailer
Distributor-consolidated billing charge, per customer, per retailer
Retailer-consolidated billing credit, per customer, per retailer
Service Transaction Request (STR)

Request fee, per request, applied to the requesting party

Processing fee, peer request, applied to the requesting party
Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice ayear

More than twice a year, per request (plus incremental delivery costs)

L oss Factor

Total Loss Factor — Secondary Metered Customer < 5,000 kW
Total Loss Factor — Secondary Metered Customer > 5,000 kW
Total Loss Factor — Primary Metered Customer < 5,000 kW
Total Loss Factor — Primary Metered Customer > 5,000 kW

Welland Hydro-Electric System Corp.
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100.00
20.00
0.50
0.30
(0.30)

0.25
0.50

no charge
2.00

1.0532
1.0145
1.0427
1.0045
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2009 Test Year Distribution Revenue Reconciliation

Fixed Variable Transformer
Distribution Distribution Allowance |Total Distribution
Customer Class Revenue Revenue Credit Revenue Expected

Residential $ 3,286,617 | $ 2,321,296 $ 5,607,913 | $ 5,615,011
GS <50 kW $ 533518 | $ 502,682 $ 1,036,200 | $ 1,035,466
GS>50 kW $ 703,126 | $ 671,289 ($104,868.00)| $ 1,269,548 | $ 1,269,534
Large Use >5MW $ 450,433 | $ 253,729 ($180,333.00)| $ 523,829 | $ 523,824
Street Light $ 109,770 | $ 77,310 $ 187,079 | $ 187,080
Sentinel $ 17,0441 $ 11,670 $ 28,715 | $ 28,715
Unmetered Scattered Load | $ 32,2231 $ 9,548 $ 41,7711 $ 41,767
Back-up/Standby Power $ - $ - $ - $ -

Total $ 5,132,733 $ 3,847,523 ($285,201.00) $ 8,695,055 $ 8,701,397

Difference Due to Rate Rounding

$ 6,342
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RATE AND BILL IMPACTS:

Appendix A to this Schedule presents the results of the assessment of customer total bill impacts

by customer rate class.

Effective May 1, 2008 most customer classifications will experience reduced total bills as a
result of reductions in Retail Transmission Charges and the eimination of the previous
Regulatory Asset raterider. Asaresult of these reductions, Welland Hydro believes that the best
method of displaying rate impacts is to present total bills for each of the 2007, 2008, and 2009
years and analyzing the total increase over atwo year period.

Impacts are derived using the applicable May 1, 2007 rates, the applicable May 1, 2008 rates, the
proposed 2009 distribution rates, the proposed new deferral and variance account rate rider, and
the proposed revised loss factors. Electricity rates for Residential and General Service < 50 kW
are the rates effective May 1, 2008 for Rate Protection Plan customers. Electricity rates for other
classes are the forecasted rates for 2009 of $.0593/kwh.

The tota bill impacts are calculated for each rate class at various levels of consumption. The

rate impacts are assessed on the basis of moving to the proposed distribution rates.

A comparison has also been made between Welland Hydro’s current 2008 rates and other LDCs

for each customer classification.
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RESIDENTIAL - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | [Monthly Service 13.15 13.15 14.09
Charge
1,000 kWh (D;\j\t/rr:t)’“t'on 1,000 | 00130 | 1300 | 1000 | 00130 | 1300 | 1000 | 0.0139 | 13.90
Distributor 26.15 26.15 27.99
Regulatory
Assots (kWh) 1,000 | 0.0030 3.00 0.00 1,000 | 0.0006 0.60
Retail
Loss Factor Transmisson 1,060 | 00108 | 1145 | 1060 | 00103 | 12092 | 1053 | 0.0103 | 1085
(KWh)
Wholesale &
1.0599 2007/8| [grai ey 1,060 | 0.0062 6.57 1,060 | 0.0062 6.57 1,053 | 0.0062 6.53
1.0532 2009 gtlap”pdljrd 1 02500 | 0.25 1 0.2500 | o0.25 100 | 02500 | 0.25
Debt 1,000 | 0.0070 | 7.00 1,000 | 0.0070 | 7.00 1,000 | 0.0070 7.00
Retirement
Cost of Power
Commodity 600 0.0500 | 30.00 600 0.0500 | 30.00 600 | 0.0500 | 30.00
(KWh)
" 460 0.0590 | 27.13 460 0.0590 | 27.13 453 | 0.0590 | 2674
Sub Total 111.55 108.02 109.96
G.S.T. 6.0% 6.69 5.0% 5.40 5.0% 5.50
Total Bill 118.25 113.42 115.45
Increase over 2008 1.79%
Increase over 2007 -2.36%

2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES

Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | [Vonthly Service 16.49 15.43 17.71
Charge
1,000 kWh a\mt)’“"o” 1,000 | 00138 | 1380 | 1000 | 00093 | 930 | 1000 | 00123 | 12.30
Distributor 30.29 24.73 30.01
Regulatory
Assots (kwhy | 1000 | 00000 0.00 1,000 | 0.0000 0.00 1,000 | 0.0000 0.00
Retail
Loss Factor | |Transmisson 1,057 | 0.0002 9.73 1,050 | 00008 | 1029 | 1050 | 0.0067 7.04
(KWh)
1.0572 NF Wholesale & 1,057 | 0.0062 6.55 1,050 | 0.0062 6.51 1,050 | 0.0062 6.51
0 Rural (kWh) : : : : : : : : :
1.0502 GR glznp‘:ird 1 0.2500 | 0.25 1 0.2500 | 0.25 1.00 | 0.2500 0.25
Debt
1.0501 NOTL | |esiement 1000 | 00070 | 7.00 1,000 | 00070 | 7.00 1,000 | 0.0070 7.00
Cost of Power
Commodity 600 0.0500 | 30.00 600 0.0500 | 30.00 600 | 0.0500 | 30.00
(KWh)
" 457 0.0590 | 26.97 450 0.0590 | 26.56 450 | 0.0590 | 26.56
Sub Total 110.80 105.35 107.36
G.S.T. 5.0% 554 5.0% 527 5.0% 537
Total Bill 116.34 110.61 112.73
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GENERAL SERVICE < 50 - BILL IMPACTS (Monthly Consumptions)
2007 BILL 2008 BILL 2009 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | [Monthly Service 19.40 19.40 26.50
Charge
3,000 kWh (D;\j\t/rr:t)’“t'on 3000 | 0.0067 | 2010 | 3000 | 0.0067 | 2010 | 3000 | 0.0002 | 27.60
Distributor 39.50 39.50 54.10
Regulatory
Assets (kwhy | 3000 | 00020 6.00 0.00 3,000 | 0.0003 0.90
Retail
Loss Factor | |Transmisson 3,80 | 0.0097 | 3084 | 3180 | 00092 | 2025 | 3160 | 0.0002 | 20.07
(KWh)
Wholesale &
1.0599 2007/8| [grai ey 3,80 | 0.0062 | 1971 | 3180 | 00062 | 19071 | 3160 | 0.0062 | 19.59
1.0532 2009 gtlap”pdljrd 1 02500 | 0.25 1 02500 | 0.25 100 | 02500 | 0.25
Debt 3000 | 00070 | 2100 | 3000 | 0.0070 | 2100 | 3000 | 0.0070 | 21.00
Retirement
Cost of Power
Commodity 750 0.0500 | 37.50 750 0.0500 | 37.50 750 | 0.0500 | 37.50
(KWh)
" 2430 | 00590 | 14335 | 2430 | 0.0500 | 14335 | 2410 | 00500 | 14217
Sub Total 298.16 290.57 304.57
G.S.T. 6.0% 17.89 5.0% 14.53 5.0% 15.23
Total Bill 316.05 305.10 319.80
Increase over 2008 4.82%
Increase over 2007 1.19%
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
Votume | RATE |CHARGE[ | T RATE |CHARGE| .~ T RATE |CHARGE
$ $ $ $ $ $
Consumption | [Vonthly Service 48.30 25.91 40.11
Charge
3,000 kWh a\mt)’“"o” 3000 | 00102 | 3060 | 3000 | 0.0106 | 31.80 | 3000 | 0.0120 | 36.00
Distributor 78.90 57.71 76.11
Regulatory
Aseots (kwry | 3000 | 0.0000 0.00 3,000 | 0.0000 0.00 3,000 | 0.0000 0.00
Retail
Loss Factor | |rransmisson 3172 | 00083 | 2632 | 3151 | 0.0000 | 2836 | 3150 | 0.0062 | 19.53
(KWh)
Wholesale &
1.0572 NF Rural (kWh) 3,172 0.0062 19.66 3,151 0.0062 19.53 3,150 0.0062 19.53
1.0502 GR glznp‘:ird 1 0.2500 | 0.25 1 0.2500 | 0.25 1.00 | 0.2500 0.25
Debt
1.0501 NOTL | |=sirement 3000 | 00070 | 2100 | 3000 | 0.0070 | 2100 | 3000 | 0.0070 | 21.00
Cost of Power
Commodity 750 0.0500 | 37.50 750 0.0500 | 37.50 750 | 0.0500 | 37.50
(KWh)
" 2422 | 00590 | 14287 | 2401 | 0.0500 | 14164 | 2400 | 00590 | 14162
Sub Total 326.51 305.98 315.54
G.S.T. 5.0% 16.33 5.0% 15.30 5.0% 15.78
Total Bill 342.84 321.28 331.32
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GENERAL SERVICE 50 TO 4,999 KW - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 192.09 192.09 327.61
Charge
9,840 kWh (Dk'\j\t/r)'b““"” 62 0.8047 | 49.89 62 0.8047 | 49.89 62 1.7064 | 105.80
62 Kw Distributor 241.98 241.98 433.41
Regulatory
Asete (kW) 62 05337 | 33.00 0.00 62 0.0357 2.21
Retail
Loss Factor | |Transmisson 66 33201 | 21877 66 3.1501 | 207.01 65 3.1501 | 205.70
(kW)
1.0599 2007/8 \évuhr‘;'le(i‘;'\fhf‘ 10429 | 0.0062 | 64.66 | 10429 | 0.0062 | 6466 | 10,363 | 0.0062 | 64.25
1.0532 2009 glznp‘trd 1 02500 | 0.25 1 0.2500 | 0.5 100 | 02500 | 0.25
Debt 9,840 | 0.0070 | 6888 | 9.840 | 0.0070 | esss | 9,840 | 0.0070 | 68.88
Retirement
Cost of Power
Commodity 10,429 | 00593 | 618.46 | 10429 | 0.0593 | 61846 | 10363 | 0.0503 | 61455
(KWh)
Sub Total 1,246.10 1,201.24 1,389.26
G.S.T. 6.0% | 74.77 50% | 60.06 50% | 69.46
Total Bill 1,320.86 1,261.31 1,458.72
Increase over 2008 15.65%
Increase over 2007 10.44%
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 284.91 165.87 463.72
Charge
9,840 kWh a\j\;'r:t)’“"on 62 | 30608 | 18977 | 62 | 17051 | 10572 | 62 | 34654 | 21485
62 Kw Distributor 474.68 271.59 678.57
Regulatory
Aseets (kWh) 62 0.0000 0.00 62 0.0000 0.00 62 0.0000 0.00
Retail
Loss Factor | |Transmisson 66 33626 | 22041 65 35913 | 233.84 65 24755 | 16117
(KWh)
Wholesale &
1.0572 NF Rural (W) 10,403 | 00062 | 6450 | 10,334 | 0.0062 | 6407 | 10333 | 0.0062 | 64.06
1.0502 GR gtlap”pdljrd 1 02500 | 0.25 1 02500 | 0.25 100 | 02500 | 0.25
Debt
1.0501 NOTL | |=smement 9840 | 00070 | 6888 | 9840 | 0.0070 | esss | 9,840 | 0.0070 | 68.88
Cost of Power
Commodity 10,403 | 00593 | 616.89 | 10,334 | 0.0593 | 612.80 | 10333 | 0.0503 | 61275
(KWh)
Sub Total 1,445.60 1,251.43 1,585.69
G.S.T. 50% | 72.28 50% | 62.57 50% | 79.28
Total Bill 1,517.88 1,314.00 1,664.97
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GENERAL SERVICE 50 TO 4,999 KW - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 192.09 192.09 327.61
Charge
75,000 kWh (D;\j\t/r)'b“t'on 250 | 0.8047 | 20118 | 250 | 0.8047 | 20118 | 250 | 1.7064 | 426.60
250 Kw Distributor 393.27 393.27 754.21
Regulatory
Asete (kW) 250 | 05337 | 13343 0.00 250 | 0.0357 8.93
Retail
Loss Factor | |Transmisson 265 | 33201 | 88213 | 265 | 31501 | 83470 | 263 | 31501 | 820.42
(kW)
1.0599 2007/8 \évuhr‘;'le(i‘;'\fhf‘ 79,403 | 0.0062 | 492.85 | 79,493 | 0.0062 | 492.85 | 78,990 | 0.0062 | 480.74
1.0532 2009 glznp‘trd 1 02500 | 0.25 1 0.2500 | 0.5 100 | 02500 | 0.25
Debt 75000 | 0.0070 | 525.00 | 75,000 | 0.0070 | 525.00 | 75000 | 0.0070 | 525.00
Retirement
Cost of Power
Commodity 79493 | 0.0593 | 4713.91| 79,493 | 0.0593 | 4,713.91| 78,900 | 0.0503 | 4,684.11
(KWh)
Sub Total 7,140.83 6,959.97 7,291.65
G.S.T. 6.0% | 428.45 50% | 348.00 50% | 364.58
Total Bill 7,569.28 7,307.97 7,656.23
Increase over 2008 4.77%
Increase over 2007 1.15%
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 284.91 165.87 463.72
Charge
75,000 kWh a\j\;'r:t)’“"on 250 | 3.0608 | 76520 | 250 | 17051 | 42628 | 250 | 34654 | 86635
250 Kw Distributor 1,050.11 592.15 1,330.07
Regulatory
Aseets (kWh) 250 | 0.0000 0.00 250 | 0.0000 0.00 250 | 0.0000 0.00
Retail
Loss Factor | |Transmisson 264 | 33626 | 88874 | 263 | 35013 | 94290 | 263 | 24755 | 640.88
(KWh)
Wholesale &
1.0572 NF Rural (W) 79200 | 0.0062 | 491.60 | 78,765 | 0.0062 | 488.34 | 78,758 | 0.0062 | 488.30
1.0502 GR gtlap”pdljrd 1 02500 | 0.25 1 02500 | 0.25 100 | 02500 | 0.25
Debt
1.0501 NOTL | |=eirement 75000 | 0.0070 | 52500 | 75,000 | 0.0070 | 525.00 | 75,000 | 0.0070 | 525.00
Cost of Power
Commodity 79290 | 0.0593 | 470100 | 78,765 | 0.0593 | 4.670.76 | 78,758 | 0.0593 | 4,670.32
(KWh)
Sub Total 7,657.59 7,219.40 7,663.82
G.S.T. 5.0% | 382.88 5.0% | 360.97 50% | 383.10
Total Bill 8,040.47 7,580.37 8,047.01
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GENERAL SERVICE 50 TO 4,999 KW - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARION 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
RATE CHARGE RATE | CHARGE RATE CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption Monthly Service 192.09 192.09 327.61
Charge
Distribution
1,600,000 kWh (kW) 4,000 | 0.8047 3,218.80 4,000 | 0.8047 3,218.80 4,000 | 1.7064 6,825.60
4,000 Kw Transformer 4,000 | (0.6000) | -2,400.00 4,000 | (0.6000) | -2,400.00 | 4,000 | (0.6000) [ -2,400.00
Distributor 1,010.89 1,010.89 4,753.21
Regulatory
Assets (kW) 4,000 | 0.5337 2,134.80 0.00 4,000 | 0.0357 142.80
Retail
Loss Factor Transmisson 4,197 | 3.5965 15,095.23 4197 | 3.4230 | 14,367.02 | 4,171 | 3.4230 14,276.65
(kw)
Wholesale &
1.0493 2007/8| |gural (kwh) 1,678,880| 0.0062 10,409.06 |1,678,880| 0.0062 | 10,409.06 |1,668,320| 0.0062 10,343.58
1.0427 2009 gha;pu:;rd 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
Debt 1,600,000| 0.0070 | 11,200.00 [1,600,000( 0.0070 | 11,200.00 | 1,600,000 0.0070 11,200.00
Retirement

Cost of Power
Commodity 1,678,880 0.0593 99,557.58 |1,678,880| 0.0593 99,557.58 1,668,320 0.0593 98,931.38

(KWh)
Sub Total 139,407.81 136,544.80 139,647.87
G.S.T. 6.0% 8,364.47 5.0% 6,827.24 5.0% 6,982.39
Total Bill 147,772.28 143,372.04 146,630.26
Increase over 2007 2.27%
Increase over 2008 -0.77%
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE CHARGE RATE | CHARGE RATE CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption Monthly Service 284.91 165.07 463.72
Charge
Distribution
1,600,000 kWh (kwh) 4,000 | 3.0608 12,243.20 4,000 | 1.7051 6,820.40 4,000 | 3.4654 13,861.60
4,000 Kw Distributor 12,528.11 6,985.47 14,325.32
Regulatory
Assets (KWh) 4,000 | 0.0000 0.00 4,000 | 0.0000 0.00 4,000 | 0.0000 0.00
Transformer 4,000 | (0.6000) | -2,400.00 4,000 | (0.6000) | -2,400.00 4,000 | (0.6000) | -2,400.00
Retail
Loss Factor Transmisson 4,186 | 3.3626 14,077.19 4,159 | 3.7102 | 15,429.98 | 4,158 | 3.5434 14,734.87
(kWh)
Wholesale &
1.0466 NF Rural (kWHh) 1,674,560| 0.0062 10,382.27 |1,663,520| 0.0062 | 10,313.82 |1,663,360| 0.0062 10,312.83
1.0397 GR gha;pu:;rd 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
1.0396 NOTL gzz:emem 1,600,000/ 0.0070 | 11,200.00 [1,600,000| 0.0070 | 11,200.00 | 1,600,000 0.0070 11,200.00
Cost of Power
Commodity 1,674,560| 0.0593 | 99,301.41 [1,663,520| 0.0593 | 98,646.74 |1,663,360| 0.0593 98,637.25
(KWh)
Sub Total 145,089.23 140,176.26 146,810.52
G.S.T. 5.0% 7,254.46 5.0% 7,008.81 5.0% 7,340.53
Total Bill 152,343.69 147,185.07 154,151.05
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LARGE USE - BILL IMPACTS (Monthly Consumptions)
2007 BILL 2008 BILL 2009 BILL
RATE CHARGE RATE | CHARGE RATE CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 10,646.53 10,646.53 12,512.31
Charge
2,400,000 kWh Ef('\it/r)'b”t'on 5400 | 07183 | 387882 | 5400 | 07183 | 387882 | 5400 | 0.8442 | 4558.68
5,400 Kw Transformer 5,400 | (0.6000) | -3,240.00 5,400 | (0.6000) | -3,240.00 | 5,400 | (0.6000) | -3,240.00
Distributor 11,285.35 11,285.35 13,830.99
Regulatory
Assets (kW) 5,400 | 0.1004 542.16 0.00 5,400 | 0.0359 193.86
Retail
Loss Factor Transmisson 5424 | 3.2821 17,803.10 5424 | 3.1638 | 17,161.40 | 5424 | 3.1638 17,161.40
(kw)
Wholesale &
1.0045 2007-9 Rural (kWh) 2,410,800 0.0062 14,946.96 |2,410,800| 0.0062 | 14,946.96 |2,410,800| 0.0062 14,946.96
Standard 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
Supply
Debt 2,400,000/ 0.0070 | 16,800.00 |2,400,000| 0.0070 | 16,800.00 |2,400,000| 0.0070 16,800.00
Retirement
Cost of Power
Commodity 750 0.0593 44.48 750 0.0593 44.48 750 0.0593 44.48
(kWh)
Cost of Power
Commodity 2,410,050| 0.0593 | 142,915.97 |2,410,050 0.0593 | 142,915.97 | 2,410,050 0.0593 | 142,915.97
(kWh)
Sub Total 204,338.26 203,154.40 205,893.90
G.S.T. 6.0% 12,260.30 5.0% | 10,157.72 5.0% 10,294.70
Total Bill 216,598.55 213,312.12 216,188.60
Increase over 2008 1.35%
Increase over 2009 -0.19%
Kitchener Cambridge Sarnia
2008 BILL 2008 BILL 2008 BILL
RATE CHARGE RATE | CHARGE RATE CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption Monthly Service 14,184.10 4,385.25 18,021.42
Charge
2,400,000 kWh (Dk'\jt/w)’u“on 5400 | 1.4304 7,724.16 5,400 | 1.8342 9,904.68 5400 | 1.1431 6,172.74
5,400 Kw Distributor 21,908.26 14,289.93 24,194.16
Regulatory
Assets (kWh) 5,400 | 0.0000 0.00 5,400 | 0.0000 0.00 5,400 | 0.0000 0.00
Transformer 5,400 | (0.6000) | -3,240.00 5,400 | (0.6000) | -3,240.00 | 5,400 | (0.6000) | -3,240.00
Retail
Loss Factor Transmisson 5429 | 25292 13,730.07 5428 | 3.2612 | 17,702.05 | 5424 | 4.1757 22,650.25
(kWh)
1.0053 KIT \F,evuhrzlf(sk?/l:h? 2,412,720 0.0062 14,958.86 |2,412,480( 0.0062 | 14,957.38 |2,410,800| 0.0062 14,946.96
1.0052 CAM gha;pdljrd 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
1.0045 SAR [R)Eﬁ:emem 2,400,000/ 0.0070 | 16,800.00 |2,400,000| 0.0070 | 16,800.00 |2,400,000| 0.0070 16,800.00
Cost of Power
Commodity 2,412,720| 0.0593 | 143,074.30 |2,412,480| 0.0593 | 143,060.06 | 2,410,800 0.0593 | 142,960.44
(kWh)
Sub Total 207,231.74 203,569.67 218,312.06
G.S.T. 5.0% 10,361.59 5.0% | 10,178.48 5.0% 10,915.60
Total Bill 217,593.32 213,748.16 229,227.66
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LARGE USE - BILL IMPACTS (Monthly Consumptions)
2007 BILL 2008 BILL 2009 BILL
RATE CHARGE RATE | CHARGE RATE CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 10,646.53 10,646.53 12,512.31
Charge
Distribution
4,700,000 kWh (kW) 13,900 | 0.7183 9,984.37 13,900 | 0.7183 9,984.37 | 13900 | 0.8442 11,734.38
13,900 Kw Transformer 13,900 | (0.6000) | -8,340.00 13,900 | (0.6000) | -8,340.00 | 13,900 | (0.6000) | -8,340.00
Distributor 12,290.90 12,290.90 15,906.69
Regulatory
ssets (KW) 13,900 | 0.1004 1,395.56 0.00 13,900 | 0.0359 499.01
Retail
Loss Factor Transmisson 13,963 | 3.2821 45,826.49 | 13,963 | 3.1638 | 44,174.72 | 13,963 | 3.1638 44,174.72
(kw)
Wholesale &
1.0045 2007-9 Rural (kWh) 4,721,150| 0.0062 29,271.13 | 4,721,150 0.0062 | 29,271.13 |4,721,150| 0.0062 29,271.13
Standard 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
Supply
Debt 4,700,000| 0.0070 | 32,900.00 |4,700,000 0.0070 | 32,900.00 |4,700,000| 0.0070 32,900.00
Retirement
Cost of Power
Commodity 4,721,150| 0.0593 | 279,964.20 | 4,721,150 0.0593 | 279,964.20 |4,721,150| 0.0593 | 279,964.20
(kWh)
Sub Total 401,648.52 398,601.19 402,715.99
G.S.T. 6.0% 24,098.91 5.0% 19,930.06 5.0% 20,135.80
Total Bill 425,747.43 418,531.25 422,851.79
Increase over 2008 1.03%
Increase over 2007 -0.68%
Kitchener Cambridge Sarnia
2008 BILL 2008 BILL 2008 BILL
RATE CHARGE RATE | CHARGE RATE CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 14,184.10 4,385.25 18,021.42
Charge
Distribution
4,700,000 kWh (kwh) 13,900 | 1.4304 19,882.56 | 13,900 | 1.8342 | 25,495.38 | 13,900 | 1.1431 15,889.09
13,900 Kw Distributor 34,066.66 29,880.63 33,910.51
Regulatory
Assets (kWh) 13,900 | 0.0000 0.00 13,900 | 0.0000 0.00 13,900 | 0.0000 0.00
Transformer 13,900 | (0.6000) | -8,340.00 13,900 | (0.6000) | -8,340.00 | 13,900 | (0.6000) | -8,340.00
Retail
Loss Factor Transmisson 13,974 | 2.5292 35,342.21 | 13,972 | 3.2612 | 45566.40 | 13,963 | 4.1757 58,303.42
(kwh)
1.0053 KIT \évuhrgr}(i?/\/leh()& 4,724,910 0.0062 29,294.44 | 4,724,440 0.0062 | 29,291.53 |4,721,150| 0.0062 29,271.13
1.0052 CAM gta;pd;rd 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
1.0045 SAR gzg:emem 4,700,000/ 0.0070 | 32,900.00 |4,700,000| 0.0070 | 32,900.00 |4,700,000| 0.0070 32,900.00
Cost of Power
Commodity 4,724,910| 0.0593 | 280,187.16 |4,724,440| 0.0593 | 280,159.29 |4,721,150| 0.0593 | 279,964.20
(kwh)
Cost of Power
Commodity 0 0.0593 0.00 0 0.0593 0.00 0 0.0593 0.00
(kwWh)
Sub Total 403,450.72 409,458.10 426,009.51
G.S.T. 5.0% 20,172.54 5.0% 20,472.90 5.0% 21,300.48
Total Bill 423,623.26 429,931.00 447,309.98
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UNMETERED SCATTERED - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARISON 2007 - 2009
2007 BILL 2008 BILL 2009 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 971 971 12.91
Charge
500 kWh (D;\j\t/rr:t)’“t'on 500 | 0.0067 3.35 500 | 0.0067 3.35 500 | 0.0089 4.45
Distributor 13.06 13.06 17.36
Regulatory
Aseets (Wh) 500 | 0.0020 1.00 0.00 500 | 0.0004 0.20
Retail
Loss Factor | |Transmisson 530 | 0.0097 5.14 530 | 0.0092 4.88 527 | 0.0092 4.84
(KWh)
Wholesale &
1.0599 2007/8 Rural (kWh) 530 0.0062 3.29 530 0.0062 3.29 527 0.0062 3.26
1.0532 2009 glznp‘trd 1 0.2500 | 0.5 1 0.2500 | 0.5 100 | 0.2500 0.25
Debt 500 0.0070 | 350 500 0.0070 | 350 500 | 0.0070 3.50
Retirement
Cost of Power
Commodity 530 0.0500 | 26.50 530 0.0500 | 26.50 527 | 0.0500 | 26.33
(KWh)
Sub Total 52.74 51.47 55.75
G.S.T. 6.0% 3.16 5.0% 2.57 5.0% 2.79
Total Bill 55.90 54.04 58.54
Increase over 2008 8.31%
Increase over 2007 4.72%
2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 24.03 12.82 39.87
Charge
500 kWh a\j\;'r:t)’“"on 500 | 00102 | 510 500 | 00106 | 5.30 500 | 00120 | 6.00
Distributor 29.13 18.12 45.87
Regulatory
Assots (kWH) 500 | 0.0000 0.00 500 | 0.0000 0.00 500 | 0.0000 0.00
Retail
Loss Factor | |Transmisson 520 | 0.0083 4.39 525 | 0.0090 4.73 525 | 0.0062 3.26
(KWh)
1.0572 NE Wholesale & 520 | 0.0062 3.28 525 | 0.0062 3.26 525 | 0.0062 3.26
0 Rural (kwh) : : : : : :
1.0502 GR gtlap”pdljrd 1 02500 | 0.25 1 0.2500 | o0.25 100 | 02500 | 0.25
Debt
1.0501 NOTL | |=smement 500 0.0070 | 350 500 0.0070 | 350 500 | 0.0070 3.50
Cost of Power
Commodity 529 0.0500 | 26.43 525 0.0500 | 26.26 525 | 0.0500 | 26.25
(KWh)
Sub Total 66.97 56.11 82.38
G.S.T. 5.0% 3.35 5.0% 2.81 5.0% 4.12
Total Bill 70.32 58.91 86.50
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SENTINEL LIGHTS - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARISON 2007 - 2009

2007 BILL 2008 BILL 2009 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 0.36 0.36 1.97
Charge
134.55 kWh (D;\j\t/r)'b“t'on 030 | o0.8231 0.25 030 | 0.8231 0.25 030 | 45024 1.35
0.30 Kw Distributor 0.61 0.61 3.32
Regulatory
Aseets (kW) 030 | 1.2081 0.39 0.00 0.30 | 0.0365 0.01
Retail
Loss Factor | |transmisson 032 | 3.1007 0.99 032 | 2.9340 0.93 032 | 2.9340 0.93
(kW)
Wholesale &
1.0599 2007/8 Rural (kWh) 143 0.0062 0.88 143 0.0062 0.88 142 0.0062 0.88
1.0532 2009 glznp‘trd 1 0.2500 | 0.5 1 0.2500 | 0.5 100 | 02500 | 0.25
Debt 135 0.0070 | 0.94 135 0.0070 | 0.94 135 | 0.0070 0.94
Retirement
Cost of Power
Commodity 143 0.0500 | 7.13 143 0.0500 | 7.3 142 | 0.0500 7.09
(KWh)
Sub Total 11.19 10.75 13.41
G.S.T. 6.0% 0.67 5.0% 0.54 5.0% 0.67
Total Bill 11.86 11.28 14.09
Increase over 2008 24.83%
Increase over 2007 18.76%
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE | CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption | |Monthly Service 112 0.00 2.92
Charge
134.55 kWh a\j\;'r:t)’“"on 030 | 41487 | 124 030 | 00000 | 0.0 030 | 58900 | 1.77
0.30 Kw Distributor 2.36 0.00 4.69
Regulatory
Assots (kWH) 030 | 0.0000 0.00 0.30 | 0.0000 0.00 0.30 | 0.0000 0.00
Retail
Loss Factor | |transmisson 032 | 2.5977 0.82 0.32 | 0.0000 0.00 032 | 1.8969 0.60
(KWh)
1.0572 NE Wholesale & 142 | 0.0062 0.88 141 | 0.0000 0.00 141 | 0.0062 0.88
0 Rural (kwh) : : : : : :
1.0502 GR gtlap”pdljrd 1 02500 | 0.25 1 0.0000 | 0.00 100 | 02500 | 0.25
Debt
1.0501 NOTL | |=smement 135 0.0070 | o0.94 135 0.0000 | 0.00 135 | 0.0070 0.94
Cost of Power
Commodity 142 0.0500 | 7.11 141 0.0000 | 0.00 141 | 0.0530 7.49
(KWh)
Sub Total 12.37 0.00 14.84
G.S.T. 5.0% 0.62 5.0% 0.00 5.0% 0.74
Total Bill 12.99 0.00 15.58
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STREET LIGHTS - BILL IMPACTS (Monthly Consumptions)
WELLAND HYDRO COMPARISON 2007 - 2009
2007 BILL 2008 BILL 2009 BILL
RATE CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption 2:";’;‘:22’ servicel  g677 0.18 120186 | 6677 018 | 120186 | 6677 137 | 9147.49
Distribution
417,140 kWh kW) 1,106.00 | 0.7688 850.29 1106.00 | 0.7688 850.29 | 1,106.00 | 5.8294 6,447.32
1,106.00 Kw Distributor 2,052.15 2,052.15 15,594.81
Regulatory
Assets (kW) 1,106.00 | 0.0477 52.76 0.00 1,106.00 | 0.0354 39.15
Retail
Loss Factor Transmisson | 1,172.25 | 3.0939 3,626.82 | 1172.25 | 2.9275 3,431.76 | 1,164.84 | 2.9275 3,410.07
(kW)
1.0599 2007/8 \Q’uhrglle(f\‘/'veh‘)g‘ 442,127 | 0.0062 2,741.19 | 442,127 | 0.0062 2,741.19 | 439,332 | 0.0062 2,723.86
1.0532 2009 gha;p”:;rd 1 0.2500 0.25 1 0.2500 0.25 1.00 | 0.2500 0.25
Debt 417,140 | 0.0070 2,919.98 | 417,240 [ 0.0070 | 2,919.98 | 417,140 | 0.0070 2,919.98
Retirement
Cost of Power
Commodity 442,127 | 0.0500 | 22,106.33 | 442,127 | 0.0500 | 22,106.33 | 439,332 | 0.0500 | 21,966.59
(kWh)
Sub Total 33,499.48 33,251.66 46,654.71
G.S.T. 6.0% 2,009.97 5.0% 1,662.58 5.0% 2,332.74
Total Bill 35,509.45 34,914.25 48,987.44
Increase over 2008 40.31%
Increase over 2007 37.96%
2008 COMPARISON TO OTHER DISTRIBUTION COMPANIES
Niagara Falls Grimsby N.O.T.L.
2008 BILL 2008 BILL 2008 BILL
RATE CHARGE RATE | CHARGE RATE | CHARGE
Volume Volume Volume
$ $ $ $ $ $
Consumption 2:/';’2:82' servicel  g677 0.33 220341 | 6677 066 | 440682 | 6677 110 | 734470
Distribution
417,140 kWh (kwh) 1,106.00 | 1.7192 1,901.44 | 1106.00 | 3.4653 3,832.62 | 1,106.00 | 4.3107 4,767.63
1,106.00 Kw Distributor 4,104.85 8,239.44 12,112.33
Regulatory
1,106.00 [ 0.0000 0.00 1106.00 | 0.0000 0.00 1,106.00 | 0.0000 0.00
Assets (kWh)
Retail
Loss Factor Transmisson | 1,169.26 | 2.5655 2,999.74 | 116152 | 2.7418 3,184.66 | 1,161.41 | 1.8793 2,182.64
(kwh)
1.0572 NF Wholesale & 1) 000 | 0.0062 | 273420 | 438,080 | 0.0062 | 271610 | 438,030 | 0.0062 | 2,715.84
Rural (kWh)
1.0502 GR gha;p(?yard 1 0.2500 0.25 1 0.2500 0.25 1.00 0.2500 0.25
1.0501 NOTL gig:emem 417,140 | 0.0070 2,919.98 | 417,140 [ 0.0070 | 2,919.98 | 417,140 | 0.0070 2,919.98
Cost of Power
Commodity 441,000 | 0.0500 | 22,050.02 | 438,080 | 0.0500 | 21,904.02 | 438,039 | 0.0500 | 21,901.94
(kWh)
Sub Total 34,809.04 38,964.45 41,832.98
G.S.T. 5.0% 1,740.45 5.0% 1,948.22 5.0% 2,091.65
Total Bill 36,549.50 40,912.67 43,924.63
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Class Consumption | Consumption 2008 Bill 2009 Bill Difference Bill Impact Max Min
kWh kW $ %
Residential 100 0 $23.57 $24.67 $1.10 4.66% 4.66% 1.54%
250 0 $37.82 $39.09 $1.26 3.34%
500 0 $61.57 $63.11 $1.54 2.50%
600 0 $71.41 $73.03 $1.61 2.26%
750 0 $87.17 $88.94 $1.77 2.03%
1,000 0 $113.42 $115.45 $2.03 1.79%
1,500 0 $165.94 $168.49 $2.55 1.54%
General Service Less Than 50 kW 2,000 0 $207.91 $220.20 $12.29 5.91% 5.91% 2.97%
3,000 0 $305.10 $319.80 $14.70 4.82%
10,000 0 $985.39 $1,017.01 $31.62 3.21%
12,500 0 $1,228.35 $1,266.01 $37.66 3.07%
15,000 0 $1,471.31 $1,515.01 $43.70 2.97%
General Service 50 to 4,999 kW 9,840 62 $1,261.31 $1,458.72 $197.41 15.65% 15.65% 2.32%
75,000 250 $7,307.97 $7,656.23 $348.26 4.77%
200,000 500 $18,426.21 $18,957.41 $531.19 2.88%
800,000 2,000 $73,098.99 $74,796.87 $1,697.88 2.32%
General Service 50 to 4,999 kW 1,600,000 4,000 $143,372.04 $146,630.26 $3,258.23 227%
Includes Transformer Credit
Large Use 2,400,000 5,400 $213,312.12 $216,188.60 $2,876.48 1.35% 1.35% 1.03%
3,100,000 7,500 $274,084.68 $277,317.93 $3,233.24 1.18%
4,200,000 10,000 $366,815.51 $370,473.48 $3,657.97 1.00%
4,700,000 13,900 $418,531.25 $422,851.79 $4,320.54 1.03%
Unmetered Scattered Load 250 $32.25 $36.18 $3.93 12.18% 12.18% 8.32%
500 $54.04 $58.54 $4.49 8.32%
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