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Hydro 0ne's e amrnitment tn dniivering safe , reliable and

affrrdable electricity tn the people cf 0ntaric remained
fnremos{ in nur m jnds in :nt;"

The Company e ontinued its investnrents in the prnvince's

elertririty system for lhe benefit of all Ontarians, as well as

strenglhening its rommilment to provide a firnr business
mndel ln its sole sharehukier" the PravincE of ilntario.

From a financial :taneJp*int, the year was a great surreis.
Hydr* One's net incnrne reached $8ca mitlio:r i*r the year,

c o m pa red to $215 m illion in z o: :.

The I per cent incrcase was mainly due to cfforts to
redue e ope rating, nrainte nanre and adrninistrative
costs. Additionally, the fompany experienceel higher
revenues larg*iy du* to an increase in the 0ntario tnergy
Board's regulated price plan ralfr-setting process and

the lndependent Ilrrtririty Syste m 0perattr's spot
mari<et. Higher enersy consumption and peak demand
in the sunrmer and wintEr months alsc cnntlibuted to
higher revenues"

The eompany's rapita{ investmenls rea:hed $r,lSq millinn
in :cr3 due ta the severe surnrne r and winter storms,
as well as irve:tments in several inlrastrurlure
projerts, including the complelion of the Conrmerce

Way Tran:fornre r Statian and the Sumnrerhaven :3n kV

Swite hing Station"

Hydro ilne paid dividends rf $::8 n:il{ion to the Prnrrince

in uor3, and rerorded a provision of $rog miIlion lor
paynlents in lieu af rorpsrate inrtrne taxe s.

'lY)?0 C\:.{\\UAL iiIP0ri 2013
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Our Ccmpany's response tn the serrere storms in :n:3,
partirularly Torsntc's July flord and December ice ltorm,
is sonrelhing nf whirh we ran ali be proud.

Whil* we continued to de monstrate our abilily tn cleliver
safe and reliai:le eleetricity and t* prcvide excellenl returns
to or.:r shareholdel afforriability for cur custnmers is a

cause for concern" The Province's :ar3 L*ng-Term [nergy
Flan (LTIP) indicates that elertririty price s will continue
to rise. While this inrrease wi[[ be caused more by the co:t
nf lhe eierlricity itse tf rather than by rur delivery charge s,

we wili have to be even mr:re vigiiant as to our costs
gcing lnrward"

There were imporlant strategir sucIssses during the year:

:. Thn LTI[, elrsignaled our Crn:pany lr deveiop
and seels approval lnr the Narthwesl tsuik

Transrnission Line Projecl, a significant
re;nforeen-rent ef the transmission system ir': the
area west ollhunder Bav"

:. The Baard of Directors apprnved a rahust,
but prudent, loral distribution rcmpany {LDC)
ccnsolidatiolr strategy tc facilitate consalidation
of Onlario's distributinn sertor. The agrrement
reached by our Company in zor3 lo acquire
l{orfolk Power was an irnpnltant lirst step in
pursJ:ng th;s sl rategy.

There was, hnwever, a serious disappointment. ln l\Aay

?o13, our Company transitianed to a new customer" bi{iing
systfirn, a prolerl over whrch the Bnard had delailed

oversight. Some al'cL:r distribution custcn":e rE experienceti
prolonged billing and related servire issues as a result
of the transition to the new system to a rle gree that was
surprisirrg and, indeed, unace eptable" This has l*d ln an

investigatinn by the provinrial Ombudsman" How*ver,

the Board is conlidenl that seninr managernent is entirely
lccusEd on resolving these issues and delive ring the
servi:e that tur customers have a right ln expect. Boarel

oversight cn thil matler will remain a pricrity in :nr4.

I wnuld Iike to thank all Hydro 0ne employees and

my cnlleagues on the &nard for lheir dedication and

re mmitmenl to the fonrpany and t* the pe nple
of 0ntario"

james Arnett
Charr of the Board nl ilirertnrs

itvDt(-- oNi at'.J\Ll,t: iiroii ?ilt: ,a..,,iL.ti.\!t&\
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ilur f ompany's silrrcss !s determined hy hcv* well lrye

serve the penple nf Ontario. [ve ry empk:yee who wears
the i-lydro One logn goes to work every day i<nawing that
peopls [0unt on us tn rnake sure that eiertricily travels
safely and reiiably frmn'l where it's g*neratecl to where il,s
used lo power lile"

ln :nr3, we focused cn improving our e uslomer service
and dsmonstrating exeel{*nre in running cur business.

Serving our ruslomers lvrll nlten means r€$ponding in
timel cf emergcncy. ln a year cf unprecedented stsrms,
Hydro tlne employe*s worked quirkly and safe ly to rrsture
pnw*r to :,556,nun customers affeetEd by nine large
slorms that brought ree ord rainfall, high winds and
severe ice conditiqns.

During the Dee ember i;e storm, rnore than 5S5,nr:n
cilslorners were affceted, with r,4no Hydro One

*mployees lvnrking around thr clork t* repair the
damag* [aused by freering rain and to reslore eieetrie ity
se'v ce to oLr cL5[omer5"

ln [4ay, we [aune hed silr new Custorner Infarmation
Systern tn replace a system lhat was nn l*nger supported
and had reached the enri nN its usefuN lile. For g5 pcr cent
of cur tust*mers. the move to the new syslem wa$
seanrless. Sut lor about five per rent nl our ruslnmers, the
new systsm caused errors and we diel not move quickly
enough to solve tiieir prohiems. These servire issues will
ultimately he resslved and liydrn One viriIt continue to work
t* restore the ronfidenre of th*se tustome!-s.

l lYDlO Or.l: rr\ll\lJAl. Rllil'il 2lt 3
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We are also neasured by hnw well we perform as fi

eommercial husiness, an important part oF our mandatg
from lhe Province . Hyclrn One continued la demonstrate
its value to the Province, exce cding its finane ial targets
and wcrking ln rontrol rosis by improving the effiriency
nf nur work programs anei :iegotiating inrrease d pension

re.rntributie n ratios with two of our unions and nur
maaagen enl employees.

During ?o13! we made capital investmentt nf
$r,lpE million to improve system re liability, tr:
address our aging pnwer syttem so we can improve
se rvire t0 oLlr cilstome rs and to lacilitate the connection
0f new generatinn.

I wauld like to thank our Eoard ol Direct*rs for thelr
support, rny leadership tram f*r the ir dedication
to imprnving our Company and our employees for
trheir c*mrnilme nt to wrrking safel\i in the serr,rice

cf our rustomers.

'.

sn , .. i//"'l'1",+ti,",'

earmine Marcetrlo
President and f hief [xecutive Officer

11'lia or.r: Ai!f..ltJAt RlpcrT 2013





The elertricity industry is an

unforgiving, potenliatly hazardous

environment lvhere a single wrong
move could result in a series of
dangerous evsnts.

Io make $uIe e\r*ry en":ployee goes

honre safe and sound, Hydrn 0ne
is commitled to fostering a work
environment where health and safely
are the top priorities eae h and every
day. This wark culture guaran{ees

that the right penple are trained far
the right jobs. lt alsn malntains the
safety of al{ llyrlrc One empluyees
and Ontarians.

ffiMS,eS t&ffimt
#ffiwY$p$ffiJ"$.$ffip\$

in june aor3, l'{ydro 0ne was rertified
in the internationalty reengnized

0crupatinnal Health and Safety
Assessment Series (0HSAS)

rSonr standard" Ihis presligious
rertifieaticn furlher enforees the
f, ompany's cornmitrnent lo crcatiilg
a cuiture of zero workplace injurres.
ll is alsn a significant rtilestone
in our history in sustaining uur
wnrld-e lass Health and Safety
manag€ment syslern.

F$M&$*Y${ &,M$} $&NS}'Y
ssffi$ffiMe&&Ns:tr
WM(l$ffi[q{$Y$t}k!
The alm ofthe zol3 Health and Safely
Perlorrnance Recugnition program

was to celehrate individual and

le am safety r:ilesttre achieveme nts

thrcughout the Inmpany, as well
as lo improve the ernployee

heallh and saiety perlormanre
recrgnition pr0cess.

t $,*.[{JWY' ffi ffi ffi S W$$\Wpt $\\*$i
Hydro One has seen a steady
decrcase in bnth "near misses" {high
&4aximum Reasonable Folential for
l"{arm incide nts} a:d the number nl
preventabie rnntor vehicle accide nts

Vear-ovpr"yed". As r previoLs years.

i-lydrn One used mediral afie ntions as

a perlnrmance indicator to measilrtr
ils injury-free wnrkplare go;l in :o:3"
This is in line with the Cnnrpairy's

strategir cbjectives and its Journey
la lerc initiatives.

&4erJiral attentimns are defined

as injuries that require treatment
l:y a mediral prartilioner and

are reporled ta the Workplae e

Safety and lnsurance Bnarr1" Ti:e

indicator is calculated as the number
of at(entians per zon,noo hours
worked. in :nr3, l-{ydro ilnr
reported :.5 inridents per 20o,00s
hnurs wcrkeri.

i rY)i() ci\; A1.J\LlAi iti:!()iI ?lt;l
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The wnrd "reliability" has been

impartant every year in our history.

This past year was prnof. Frcrn wind

slorms and tnrre ntial rain tn an

ice stornr at the end rf December,

Mnther l!ature tested nxr en']ergrncy
rosponse *ffnrts in :a:3.

w&.$ffiffiM&ss ffi$
Nffi$ftSffitMt $sffi\st'sx:
ln April, we reached an agresmlcnl
with Ncrfolk f,nunty to purrhase
t'lorfolk Power.

p,ffihs w$$w$"&trsNsffii\Y
smffiffiW.(\&\
ln :or3, we replae ed lr,onn wnod
poles arross cr.;r rz3,ooo-kilnm*tre
distribution syslem in an effart
tr: nraintain system reliability
ancl promote public safety. The

$82 millinn program is nn investment

in Ontario's energy future.

s{Jss&s s$wh,$"&\dffi N{ $i}m w\r
$\\$$}.ffi m m rss sTery$s$ pd

ln june ?0r3, our Summe rhaven :Xo
kV Switching Station was ene rglzed

in l-laldimand Counly. Work began in

:nra and involved the construction
nf a g:"eenfield staticn tn crnnert
lhe $umnrerhaven Wind [arm Ce nlre
unde r Ontarin\ fireen Energy Ac{.

A{ n';aximum generating rapacity, the
te4 MW centre can prrduee enough
clean energy to power approxirnately

32,00o hnnres"

$'y$ffiss wusTffiffi&Y$ffi$\t
fintariu was hil with an anslaught
nf severe storms thrnughcut :o:3,
causing power disruptions and

at times, lengthy outages. We

worked :417 ta restcre pcwrr t0
fiur rilstOme r$.

$t*rm hlghtights inc[ude:
* ln January, Irews restored pcwe r

lo 48,nno Iust0me ts after winter
stcrms causeci a number nf outages

e ln April, crews reslrred power tn
mr:re than 110,000 cust*mers
after high winds and freezing rain

cauEed widespread damage.

* ln July, crey,'s restcrsd power to
mnrs than 400,00r) T*r0ntn homes
a"d b-isiresse: ailer neavy rains

caused seve re flooding at ollr
Ric hview and l\4..rnby transrissior
statio ns"

* ln Novemher, [rew$ wnrkeei

for three days straight lt:
reEtore prwer t* mr:re lhan

31I,00o rustilmsrs after a vrind

storrn raused signilicant damage
tn nur dislrihution system.

x ln 0eeenrber, an ice storm that hit
parls of 0ntario dnwned p*wer
lines antl caused wide:pread power

0ulages" Betvrr*en ileremher :r
and llee ember :9, appr*ximately

585,aco customers were without
power. We wnrke d with lnral utilities
to get cilstomers back on line
and by Derember 27, 518 per rent
nf aiferted eustnnrers had their
power restored"

&$ffi $S ffi h{ $.ffi $Nffi :l|'{ ['itN ll;]
Our forus conlinues un lhe Advanced
Distribution System {ADS) - smart
grid initiatives that consist of a
wireiess csmmunicatian network
and various inte ll;gent ele rtronic
devices {lEls) * ta improve reliabiliry
and aperations, renewai:ie energi/
integralion and prcvide timely
infarmation to help e ustnmers better
manage their elerlririty r0$t5.

ln terms sf nur micro-fit initiatives
and dirtribuled generation, we

ConreLtCd 1.414 projcrls'n 2o1J.

The ror3 prr:jects calculate to aboul
12,90& kW. 5ince Dece n:ber :o:"o,
we've e nnnerted rr,3:g projects,

whirh cakulates t0 abaut rog MW in

renewabie pawer, through our rlenn
and renewabls energy programming.

Annther key strp in grlel

rn*derniratisn is the rcinfore ement
of our transmission system.

0ntario's Long-Term Inergy Pian

announrement that we lvill drvelop
and seelq approval fnr the &iorthr,vest

Sulk Transmissisn tine Prrjert,
west n1' Th under tsay, denrnnslrales
the Provine r's lrust in our ability ln
in:prove reliabilily in the north.

rlYDeC C\[ A\]Nl.lAl t:DOPI 2ll:i
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We cwn anti operale Ontario's ?g,soo"
kilcmetre h igh"voltage transm issiorr

netwark that de livers elorlririty ts
municipal utilities and large industrial
(ustorers, and a :z3,coo-kilometre
law-vnllage di:tribution systen': thal
serves apprnximately r.; million
end-use custfim€rs.

0nlarians rely cn ls each and every
day to prnvide them with the power

they need t* gn ahnut their daiiy lives
We are cornmitted tn providing safe ,

reliabie and affcrdab{e eiertrie ity t*
the people of 0ntaria through the
advanremenl ol new technolcgies,
pr*grams and pror*dures.

k&h$NffiM {ss s{JsYffiN}sffi
$ M\ $lffi ft{ee&Yr$,}r\]$ $-Y$ yffi &q

With a connitrnent to ;moroving ou'
customers' experiences and satisfying
their needs, we {aunrhed 0ur new
Custsmer lnlormaticn SystenT (ti5)
in May ror3.

Thr new syslern replaces an

nutdated, unsupported and unreliable
syste m, and builds 0n sur cu$tsmer-
first, customer-drive n approach to
ploviding value to our ru$tomers.

As is the rase with any new sy$tem,
the inrplementatian of the Cl5 is part
nf a learning rurve" Once it stabili:es,
the benefits lo our cLlstorners include
improved cail centre experiences,
increase d ae ruracy and limeliness
of clr billing s!,$le,r, and inrproved

ability to address rusl*mers'
[onr*rns with u p-to-date informati*n.

tu\ffifl$$&-ff ]hww
The popularity *l ou; lree mobile
fipp grew in :or3. The app rnnnectl
users t0 Hydro 0ne': interartive
online nutage mapping sys{em antl

aiinws them tc reee ive detailed pawe r

outagr iniorrnatinn irom anywhe re in

our service area.

Betwern January: and December 3:,
aor3, the app r*reived 125,1j3
downloads, an average of 343
downlnads per day. Sn Deeernher::,
?013, at the peak af lhe iee stnrm, the
app received ?-f ,a4V dcwnloads.

h.,d.^

&$$$i'&Ns[Y${:$
Asset Analytics is ou:' sustainment
planning taol rrealed as a way {or
p{anners t0 manage ard monit*r
dSsPts'n Hydro One's trJ.sn's5ior
and distribution systems" The first
phase of Asset Analytics was
launched in :nr: nnd work nn thr
serond phase began in zol3.

The Asset Analytics tnol uses

SAP data, fioogle Larth maps and

sustainnent planning inforn:atinn
to map and {ist llydra 0ne's as$ets.

It alsn has the ability to dlsplay risk
informatinn about their condition,
whirh allows us to manage cur assets

so that we get the most out rf them.

IIY)r"C il\:: ANI.JJAL Ki:l,Ctl 20 .j
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0ur surress relies heavily cn cur
pcopl*. From lhe crews in the fietd

to thsse in head office, hiydro 0ne
empl*yers represent many cullures,
backgrnunds and skiilt" We are as

diverse as 0ntaria, and we work
logether tn prnvide 0nlarians with
a level of rust*mer ser\rie e they so

richly deserve"

iust as ws are e nmmitte d to investing
in educating and training our rurrent
and future workfnrce, we are also

committed tc building oilr corporale
repulati*n by investing in Ontario

and its csmmunities through
the dcvelopment nf partnerships

*nd initiatives.

A number of key partnerships and

initiatives lvere iaunlhed in :o:3
tr rontinue Hydrn One's e ulture of
putting 0nlarians lirst.

$hffiffi$-$efiffi{}Y

{s ll $i(ffi\sw wY fl ffi e{Y${}t

We brradened our longstanding
[ornmitment tn e tertricily education
and cnnsumer engagement with
the Septernber 201J, launch ofour
ilertricily Discnvery Centre ([0e)"
The r,ooc-squarn-foot, fuliy
a:ressible mobile rentre features

hands-un exhibits about electrical

safely, energy eonservalion

and hnw we invest in *ntario's
elerlririly systern.

The IDC features a solar rharging
staticn, the Kids' tlertrie ity $alety
Team Headquarters, the {ine"of-Use
game and videos 0n fintario'$
power $yslem" The EDC travels across

the provinee t0 sngage and edurale
0ur custome Is.

The IDC visited a nun"]ber $f
cnmm*nity fairs and evenls

thrcughaul 0nlar,in in :a:3,
inrlucling the lnternalinnal Plnwing
&rlatrh in Mitchell in September,

The,A:sociation nf Muniripalities
fcnference in Toronta in Oecember,

and Aiight al hlight in &{nrrisburg,

also in December.

\&{ffis&fr s( $$s $N(mnhs$sw'r.f(fii
wNrv$$r$$TY p&m'r-Nstr$N$r

ln March, wo announeed a partnership

with Ryersnn Universily, lhe {-}niversrty

cf Ontario lnstitute of Terhnclagy, the

lJniversity af Waterloo and Western

University to increase the nurnber of
[er-ale stucents plrsuing r areers in

the 5cience, Mathematics, Techn*l*gy
and [ngineering fields"

The main goal af the Wnmsn in

[ngineering Universily Partnership
is tn increase the nunrber of female
engineering sludents nnd graduates

over the next fuur years"

$-$ffi $'{th{$Ni$S'rmAt *, N SYWS.{.}'
ln August, we partnered with
Ncrlhern e*llege and the Dlstrict
$e hool Bnard 0ntaria North [asl l*
hast a we e k-lxlng relrcfrt in Tinrrnins

for :g Aboriginal ynuth behveen

the ages of rz and rE. At part *f
Hydrr fine's Cnllege Consortium,

Lightning Trail provided lhe youth

with oppnrtunities to expbre seve ral

trades and technok:gy pro"qrarn$

re[at*d tn the electririty industry.

[ach sludent rere ived a Certificate

of Completion frnm Northern

Co llege, wit t- t h'e e pa r t ic, pa n ts

awarded l\orthern Ctl{ege

Hydro 0ne AboriginalLeade rship
[ntranre Sursaries"

s$m$ir N/&Y$ffiilw$"
i\StrT{S }&$S t"} $ N{"$ 1.1-

$(Mffiks$rys$.l{&p
ln June, we held nur serond annual

First l\alicns, M6tis and lnuit awards

cereffiony in Tnr*nto to recognire

the arhievements nf First Nations

;nd M$tls youth in the energy sertsr.
The *ward hon*urs ynuth whc are

attending a post-secondary ptogram

with a fncus on the elertricity
industry, and who have demnnstrated

that they are leaders in the

cnrnmunilies wa serve.

\$J I $.t-$-e&& wwY"r$$t
S&,$ffiSr\ffiffi $\\\{&.Nt}
llydro 0n* also spcnsnrs two
araden.iir avuards irr outstanding
black students allending an Ontaria
college or university through our
\tVilliam Peytan l-'l u bi:ard Award.
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MANAGtrMTNT'S
MISCUS$ISN ANN ANAI"YSI$
For the yecrs ended Oerernb*r 3 1 , 2S I 3 snd 20 i ?

lhe con.solidoleO lircncicl stfiltrNefls ord ccicmpcnyi1! nctes llne ConsolrdcteC !iror;i1l Sfliore:rs) ll liycro Cre irc. l.ire Cornpory) l:c,
the yecr erCeC Decenber 31, 20 13. The Consolldoled Finonciol Slclere'"ts ore preserleC rn Ccrciicr cloltors ond hcre been pr6e1;,gl i;
cccctdcnce wiih Lriled Stcles lllSl Gerrerollv Accepre5 Accc,rnlirc Prircipl*: rOAAlj Ali i noric crl rnlcrnc:lior: in j.ris lv^,D&A r) Dle)on,rcl rl

Cc:rcdicr doi o,s, rrn ess olherwrse indicclecj

The Ccmpc:ny ics preplreC this LtD&A rrilh relerence fr Ncriionol Inslrumenl 5l-rC? - ContirL:nrs Disclcsure Obltr:tc,'ticns ojrthe Ccnodicr
Securilies Adnirrslrclcrs. llnder ll're US,/Conrdc A.AulliiurisCiclionc;l Disclosuro Sysl-.n. lire Ccrlpary rs oermitfed 1c prepcre this AAD&A ir
rcccxJcrce will lhe discicsure requirenrents ol Conodc. wl-,tch cre clifirrenl iron lhcse ci tie u,S. Thr.! MD&A crcviCes irloinlfrcr fo, ihe velr
ErdeC Decenber 3l,2Cl3

6XEEUIIVT SUEE$WARY
We rre wlclly owned by the Prcvirce ol Cnlcrio {P,ov .ce), c':C ou, liilnsnisslor cnC Clstribuiior ir,rsiresser cro regllcleC by the Ontc,;1.

crecle vc]ue lcr clr cuslomers. We opercle cs o cornmercieli erierorise v;ilh rn lndeper.derl Bc:rC cl Drrertors. Our shoieqtc elor is driven hy
our volues: leclth cnC solei'1; exceilence. slewcrdsirp orC irnovclion. 5clet1 rs ci lincst rr,po:lcnce lc ;s hecclse we wori( ln cn onvlrornort
lhol car be i:czcrrrJcL;s. We tole our respcnsibilily cs sle.vcrds cf critirrl prcv r",crcl cssels sericLrsly 'We dernorslrc16 .eu1C slewcrdsl p br

prer,ored cnd eqlippeC lc Celive' hlgh'qlcl;ry service. VJe voli.le inrovollor, becrl,se il clonrs irs 1c irc,ecse g;;r prcducliviili ar,ii deueiop
enhanc-'C melhcCs lc meet lhe reecls ol cur clsloners. lr 2C13, we ccnlinueC ic iolls cr or-r. loie busl1esses ofld ogr con..milntenl lc c!i

Greer Frer.qy Aci {GfA)

\.ry*. mcnL:ce cur [r:siness L.rsirq ll]e lclir',vlrrg lrcrrnewr:rk.

C*rq &usiness
ond $trotegy

Key Perlorrnonee
Drivars

Cupahiliry to
D*liver Results

ftesults *nd
Sutlook

(ore Eusiness und $frctegy
Cut cct-pcrtrle slrclegy is bcsed on out rnissior ond visio: o.C o,-,, volLres. Oi:r slrcleg;r cbieclrves, which r:re drsc,r.sed I lt e :eL-r u:l

cusicraers, innovclicn; lhe roli:bliil'/ cnd eiiil e,:cy ol ou, sysiens. the envircnrnent olr worklo'ce. slc,elrclde, vo us crna proclLLcl vity.

Key Ferformonre Priysrs
Fe'lorr-nonce drivers hcve beer ldertilieC ihsl ,elole lc:crrevlrg cerlcir li c,;r co;-npnny! strclegic r:bretltves. t^,/e esllblish spelillc
perlorrlcnce lc.g*^ls lor ecch Criver cineC ct reosuring the ochierrenenl oi orr strofeeic cijectives over frrne l.cr excmpl+, l,,e frcci iie

i l\r)ic l)|..]i A\!ilAl e:!oat 2{,r l3



Copo&drry to 0eliver fesuffs
We ccrlinre lo lse c bclonced scorecord cpprr:cch ils we --ltrive ic nlrsgs cl, pericrrrnce unC deliver resulls eoch ond every yelr. lr

lo lhese hrqels, ore ciiscussed in the seclicr "Perlorrncrnce trAecsrres crd To'gels." C;: rbility ic Cellver resLrlls i,r eoch cl cur slrateai. creos ls

slrotegies lo nrifi$cle lhem, r:re disrlssed ir lle seclicr "RisL [,{;rlcc'rent onC llisk [cclc;rs."

ff es{,rlfs mnd S{;ffeo&
Drrrrg20l3,urfincrricl frr:Ccmenlclsremoined,slrongwitlrel iri.Tfaol $8C3niil cn l"20 ll wetssL:ed$l lS5rnilltcrcilcng.
lerm iobi, lhe proceerds cf which wete used tc fL:nd the rellrorr*nl ci $5C0 niiltcn ci iong-tern: cjebt. anC ic !ncl r pcrtror cl crr ccprtcl

"Annucl llesrlls of Operr:liors" cnd "Liqr;Clly onC Copiloi Reso,rices

cdCr-ess cur oging power syslern lnlrcsltuctlro, lcci itcte new g-.nerc:ltor. ond improve service fo o!'.!slcrlois. Clpllcl irvesln,erls lor lhe
nexi lew yeors wrli inclldo experCitures r-eqrrrcd lc brii c criiicci in|rcstrr:ciure ,delrif eC ir the Lcrq l:rm [1g,gy Plcr: iiI:!], wr-ici ,s ncsed or

erpenCilrres o:e mcre fllly described in fhe section "Iulure Ccnilcl lnvestner:is "

&\rgnvtrw
Sur Bueinesse*
Oui compoty hcs lhrer roporlcb e segrnenis

* ClrJionsntssionBusiness,r,;!rci'rcci"ri:.stslhoccre L':ressoi prcy'l .gelectlciliirtr:storrcliorcnC:crneatlr:=,!rr-as,,s
responsible lcr lrcnsnllilng electricily througioLrr tle Orr. , € e1 t ( ry .lr i

* Oil'rer, ihc operc;1rons oi whic;h p,incriiy consisi r:l llose , f .;;, 16]s1,.,rr,1;,, ccrlions crs,ress.

I /,r. \.^ s ! il | \ - _! i I 5 I i,r :, : I i i.J A \ r1 A \ A i y s i !

f lY)!o c\t A\\liAt i:ioii :ct3

Ironsrnission
Our Trcnsnissicn Busire ss includes ihe lrcnsffissioq business ol olr subsirJic:y

HyCrc Cne Ne[,vcrLs, whrch cwrs cnd operoles subslcntir:]ly clt of Onlr:ric's
eieclrici\ lrcf srnission syslenr. Our lrtrnsmissicr s,,,slem fcrns lr rr-tegrlleC

lrcnsmission gricl tlrfil is ncnilcred. ccntrclleC ond rncrcged certro y irorn or:,
Onlcrio Grid Conlrcl Cenlre. Oi;r syslern cpercles cver reloltvelr iorrg iisicrces
cnrJ lirk"r mcjoi scL:rces oi generclior lc horsmissicn slciions crr! lcrger oreo lccC

terfre,q. ln ?0 13, we ecrned lolcll tron,smission revenues of $l, j,2q nillror. r:rir".urily

by lrcrrsrnillirq cpproxirnolely 140.7 n^/h cf elecircl\, Cireclly or irdtrecily, to

.subslontioliy oll consL:mers cf eleclrici\, ir: Crrloiic. Clr lrcrsmissior sysleni l: ore cf
lhe Icrcesl ir North Arnericc, r:rC it is lir[eC tc live orilo:n n-q lurisdiclions rlrrcuch

25 inlerconnecliorl, thrcleh which we con ccconmodfite ele{:t.ici! trpcii: r:{ lp
lc 6,510 AAIV in the sL:mrner cnC 6.3q0 Al\ry ir the.wirter, crC elecrricity exi:crls
ci rp to 6,0/0 AIW in llo summer cnC 6,?7C,\AYr/ tr lie r,vlnier. ln terns oi cssets

our Tri:nsmissicn Business is olr lcreesl bustness seqmeit, represenlirg oqlroxlrnarle \,,

55% of crr lclr:l cssels cl Decernber 3l 201 3

Totol Assets
Deccmber3l 201:
irili,il.s c/ Ccrorrrr mrlrrrsl

Other
$?74

Dlsiili;li:r:r
$E es$

1..,*. *,:, .:-...

$I},S{e
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utslilbulton
Our consclrCcleC Distribullcn Busiress inclucles lle dist'ihuticrr brsiness cl
ctl sub:iCrcry llydro One Nel'n",crhs, c: rvell ns oLr srbsiCir:ries Hydro One
Brcrnplon Ne[,vlrl.s lrr". {HyCrc Orle Bronplon Ne[vor[.s) crC Hycjrc Ore Remcte

Ccnmunilies lrl. {llyCro Cne Rerrcte ClcmmunitiesJ. C)ur consolidoleC d:slrtbriicl
syslem is lhe iorqesl n Onk:ric unr-l spc'rs rcughly Z5% cl the piovince. \!e
serve cpprcxinrcley 1.4 n:iliion ruroi oncJ urbor cLrslcrfiors. l-lyCro Cre Rencte

Ccmmurylies operoles smoll, reglhted generclicn cnd d str tr.rto \y r.,r\ I j

lumber of remcle ccrnrunilres ccrcss ncrtherr Onloric t[ol cre rlJ ccnnecled io

Crlr:rio's electric;ly grid. ln 2013, we ecrrneci totoi disirinulrcr reverles oi
$4,484 mlilion nrd over hcll o{ alr dislrii::utior revenues were errnod lrcr, crr
reslcie nliol cuslorirers. A1 Decernber 3I 20,l 3, olr Dislrii;riicn Bu.siress cssels

ropresenteC opproxinclerly ,i l% cl our lolo cssets

?S'l 3 Sistributi*n Reyenus$

lnbeCdci
i.llsiiibL.riois

5%

lcrce l-lsers

6%

Gererrl
Sorvlce

2&%

St&er
Cur Other busiress segrei"rl prirarilv represenls lhe operciir:ns ol cur subridicry l-lydro One lbieccn lrc.. liiydrc One Teieconr) wlich nrcrkels
iibre-oplic copcral\ lc feiecomrrlr;coir.ns.cr.lers *nC ccnme.crol clsfcrners wi:h broodbc."c- rei,vorl requ:renerts :rcluiirg I deCicoiecJ

segmeni ccnlribrkrd revenres of $51 r,iil;cr cnd hcc ossets ol $974 rnillicn ot Decorbe; 3l . 20 l3 rep,esorrting 4il, ei our totot cssets.

Sur S?ro*egy
Olt ccrpor-ole stroregy burlds or olf shcnq ccnrrilrnerj to the Province crC is shopei by clr vclrcs. 1t lcys cut c sel ai oblerirvss lo pcsitior,

orr cGrTrpcny lo cchieve cL;r rnission on.j vision wl]irh s lo be cr irrcvclive crd lrustei cornpcny ielive.lng eler:t:lc11,v ssiel). reliohly cflC
efficierlly 1o crecle volue fo, ouI crsiorlers Crr rc]les fecfetert olr ccre L:elisfs

* HeoltA ond solery: Nothing is more importnrl ll:cr thr locllh rrcl sciery- cl c;1, enpioyoes lhose whc wcr[. cr our lrcilsr.t_r,
cnC tie pe i: ic.

* fNcelfenee: \ t/e cclrieve excellence l[:cugh ccrlir..rL! r a n ,r. i- -, Q ^,* 
!rre prei]ofed onrl eqllnpetl lr,tjeltve, higf5rol !

crd cilc,doL:le service, rvilh inlogrity.

* Stewsrdsllip: lVe irvesl in our cssels cnC neople rc briiC c scle, envr,cn.enlclly sustcincb6 electiictV reh/r'cr! in n
tcnnercicl nclrer.

* Jnnovslimn: We inncvcle thrpuqh "sr,,, prccesses people uncl lect-rolcgv to ollow rs rc i,rC boler trrcvs fo rreei ;h* reed:r
cf cur cusionen.

on cchievirg cuf ccrpcrcle goci cl prc,viciirrg scie, relici:1* crrj oltcrdcble servrce lc cur crslonrers. ioCcv cnd ionrorrow. whrle increr:sr,g

enlernrise volue lcr our shcrelclder.

$ Cre*ling nn in1*ry-free wor&pl*ee and rnornforning publrc sofof. Herlth cnd srlety, r'r:.rl be lnlecJr*ted lrrlc oli ihot we cic cs we
conlirrue to rernlorce lloi flclhinq is mcre ln pcilort ihrr the hecltl rnd soiety ol cur ern!loyer:s. Wo wrll ccrrlirue ic crefite c puss on lcr
prevenling in]try, slcylng scle oncj keeOirrg eoc! t:iher scle. We will irvesi in br:lCirc ! .ir ture oi occc;unlcrbiliV tc corlrnte c:' Crye
10 zero iri!res ir lhs wcrkpcce. In cCclllicn, r,ve v;lll ccnfinLre to slrerglhen o!r clroody slrcnq scle\, crlll:e lircLrqh or:r..]66rrey 1o Zerr
inljic;ive ord olr sirccesslul ccrlrficclio. rc iho Ctlpclr,nrl lli:cllf, cncl Sclr:v Asserssr-lnt Sr:rier lOl-l5Aql lB00 I sti:,:l,r,i

* Sotis$,ing ourrusforners. \,\ie *xisl lc serve cuf c:slorrers opd rsrving o!r clslcne:s oeons,eClcirg ccsls rmprovirg crstcror serviae
cnd meeling lheir expeclcliorrs regc,dir.g relicbe pcwer suppy. We wril corlrnle lo foc;.rs cli effc.is lc imprayg clr:elll;crsh p wrth

cuslorners nnd lc imprcve oalr cL]slomers solisfocllr:n wilh us. !\'e will reei cli aoiir,r l,t-r j5. r jte cLlslLnlals,:lr fccls il i pcrrira
cliscLtssiors corurnrrni.rrl-a effeclively, ccordnole ccross cllr ccrrpoly, cld n:crxirr;:e cppcrlunilios lo :.rptove cur ccfp)crcle lmoge onC

eveiy crsloniei ifllerocfion. We will devecp cri Clliver lcrgeted crsiomer segnenl slrotegies, QrcCrcls crC Ce,ive,y cl-rrnrols lhrt ,v l

respcnC lc iheir uriqle needs.

rrYl!O O'\l: rr\'!lrA: i!il?I :01:l

&t%
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* Coniinuous innovoftotr. lnnovolicr repiesenls cre of or'\,clL,ros cni is criiiccl lo ochiervin!,J olr irissicr frC visiclr \,Ve rrve L:eer usinq
inncvolrcn ond lecinclogy lo blild tle lclrdllior cl cri conpcry ns tie rtiliV ol the lulLle Cver lhe rexl l.wn ieccdes. rve wiil rcltrnle

wilh more ccpabilil./ lo ftorcge l!eir pcwer cosls. Tl.e developmeni,:i lhe ACvcrcoC DistriblJicr Syslen iADS) is n ley eement rn cur
investmofll in lnncvcticn, os cre lltl irveslnierls we hove moCe. lhr-orgl cur Ccrnershrc crciecl. ir rr{ixl gerernlion h,ulrness krols lc
enc[:le us lo i;rpiererl leodinq industry pr.r.ii.es ond increose pfoducliv]i-.

* Suilding ond ffoinf$inlng relro&le, sffordo&l* trcnsmission snd distri&r",tion systom$. C)ur lrcnsrnirsion strctocy is tc prrvrJe c

d-^mond requirements lhrr:lgh pruCeri expcrsion crC eliecl've rncirlercnco. Our dislribltier strctegv ts ioclsecj cn ciallru rg 1c D*el
ihc chollenge ci prcviding relioble, cfforcloble service lc our.rstomers in c wiCe rr:nee cf geogrcol.ir:cl fegicni rni cirmote zcnes.
incorporcrlirg ADS iechnclcgy ic provide glecter vi:ibilia!; ord increcsed ccrlrc clnC it!:lcveC ctslcnor servlce \A/o wil ri:eet clsicnef
expeclclicrs re,:c,Cinu reiicbillry, in prri 1r-rolgh orr investTnont plcnr ng l]focess, whicl sfrrts witl lil ;rienliiicciicn ()l c:set r:nr
ti;stcmer neeCs.

* Prcleclrng ond suslcining fAe envir*nnrent far firlure generalrons. Corsistenl w,rlf oL;r uclr-:e cl slewcrdsl.ip we plcy r r:e rtrcl role n

reducing Onlorio's r:crbon fcclprinl il-,rc;gf lhe leliverr c rr tr C r.rir, wo.,., ^nergy cr,C lh,creh r:ecslies thct cllow cur cLjslcnrers
'.'r'joo],'..:r

* C&ornpioning people eind cufft,re. lVe bel:eve orr rrim:r),.sliengii-r is tie ccpcbiilrr, r:i olr people. ir order lo slslnir, lhis cdvcrlcrre
we rvil cotlinle lo ncldress ihe rssu<ls ol ccrpcrcle cuiil.e, iclcur Cenogrophics 6liversi\, deve opnenj cl criJ ccl coro conpelercies
rnd skili cnd lnowecjge reienlior. We will ccrtirre lc rievelcp cr culL,,e ol cccountobiiihy cnd lrusi os c ley.cnpcner'r1 ll icslering

ord mcinlcrin o procressive relciicnstrip u;llh olr lrlons.

* i,4mintoining * e*nrrnersiol eullure i&*t incresses r*lue for eiur s$sre&rlder. Fr:r the delrve,y .omponenJ ol o cLLstoi::ei bill r,ve cre
conr,ilsd lc rncinlainin$ k:lol cnnr:ci bill inpccls lor rr :ve,cge resiCe rrrcl .r.!icrrer cl cr below lhe rote ol pllcricr crd d:ltver rc
intone cnd diviclsncls io clr sharehr:lder We will pur:;r grl,,vth opilcfluf ilies lirrcLrqh [rc.] dtstribll cn ccmccny ilDCl ccnso iColicr-,

ll inctecse lhe enlerprise vcllLe oi c!r conpcny b,y lov*rr:gir.g cur exrsl rg ossels lechnolooies, ccpcL:ililles, lrparclleled erperience rr
IDC ccquisilions cnC our dislrihuficn onC tronsrrssicn footprnl.

* Acfiieving productivily irnprovernenls ernd cost-effectiveness. Tc cciie.,s cl,r ml:siorr cr,lC vis:on, wo mlsf rcnslcnily slrive l:o,

nrnClrlivi\, lhrclgh efi,ciency ond eilective nrorcgenrent c{ ccst.s P.oducliviiy ls key rc reeilng our oiher slrarecic obieclives cr:d, ir.

pcrliculor, lc cchievinc vcll,e lcr cLrf customers cnrj oi.lr sl,oreiclCer.

Ferformunee Arle&suye$ end ?srgetrs
We lcrgel oncj rneosL:te our pericrmnnce [:y usir{l r hrlcncecl sccreccrd crpprooch. (ey perlormcrce drvers nre closeiy m5rlfslpl ilrcug|cLrl
the yeor lo ensure lhol we moinicir. c.: locus cn olr sli-cleErc cbleclrves onC tcle miligctino oclicns cs reqlt,eC h 2C l 3 ,/,/e frel cr excoeie|
five cf rrinc sirercr icrgets. Overcll, we r:re mokil; profiresq rown.Cs ocl-revini; nronv ai olr slr:leqrt qccl:;

Ar&ieving prodrrcfryiry inrprovemenfs snd cosf-effeefi'r,eness

lhe necsurs is lcpilci erpendrtrres ond cperalicn. n:olflenoncs crC crd'ninislrciicr ccsis per irrlcnetre cl:l're i$'C00,/(m) Cle to the lei-,gth cf
lire ,eqlireC lo acrnocl cut ruri:i Irslorf*-rs. Orr *bieclive will our crgoilg wcrl crd ]rve$tncnl ltog:ctr 6lc morflloin cnC irrprovt c!. cssels

lcigeJ wcs sei tt $9,SCC per kilornelre oi line. We Cir.l ncl neoi il-ris tcrcel.

&r"rifding snd rnoinfmining re/fo&fe, cnsf-effeefive frcrnsrnissio,r ond disfrf&ufiorN sysfsn $

\iVe :onlirut to iuiid cnC retcin plblic ccrfiderc* nnli i,-- , ... . !-- :r rr s, -: -l.-words ai Onicrrcs eLct"ici\'arid lr ?Clj, we tor-f'rleC
orr focus cn ihrs slrolegic priorily by inveslinq ir l!:e irey ossels ci the oleclricity Ceilvery sysienr ord by creroli:c the existing systen icr
tu:lomers in c scle, relic[:]e r:nd efflctent ls5f :;; y;* ore cors.icirs t:ol ccrrrerciol rlslonors.:i cll s,:es rei:urre relcble se:vrce ;o illcv,
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-lronrrnissio:: 
onC Jislrlbi-rllo.r rei;cbliitv is rnecslroC thr:ush t'fe rjlrclrcn ci crslcmer inlorrL:plrons.

For the duroiion cl urplcrrecl c!slcmer rnleruplion5 w,ilhrn 9s, lrorsmrsslon busiress, ih-. lcrqol tcr ?0.l3 rvos Q mlrltes per de ivery poini
We d:d ncl meel this target.

.om!ary lc chcrge wcrl !tcclrces urC ciler reso!r.$ levels lo simply rneet lie icrgel cnC thct lhe rcri b Cc sc wcL:id be prolibiilve cid noj 9
lhe hest inlereris cl the rciepcyer. Corsidering lhe slcrn irnpacls cnC llre i:cs live ,esulls cver lho bnlcnce cl llre yec,. clr Bccrd cl Direclr:rs rr
lhe erercise ol its discrelion, determi;red thct lhis lcrget !!cs lre1

Sofisling our rrisfsmer$

Itor, c,,;r ccmpcny. Clsicmer sciisl:c.:clton is bnseC on lher resrlis ci cusicner.slrveys ccrriucted cr our 5a6sli by rnCeCenderl th rC norl:es l,:

?0.l3 ior lrcnrrnlssion.tlsloilers w€ lcrgoied c crslo.fer soiisfnclrcn 'cte oi Bl%. The slrvey wcs olven lc lhree ncicr gro,.-,p: cf lfcrfsnissto.,
cusiorner:i. Olr Boc,d ol Drreficrs cele'rrireC lhci llrerr 11 .! J j- ,i ^ p,,u.-..ft n l,r,o:f iie lrrer grcups wh cr rornirise ilr srrvey
rembers cnd ccccrCinqlv, ir lle ererclse 01 lis discrelio.'. cor^,sidered lils lorcel i-,'ret Fcr otr iislribrircr tusloners, we iorgeteC c sclisloclion
rote cl 86,"/., cnd we nei this lcrceJ.

Srnpl*yee e&$s$e,nsr?f
\,!e conlinue 1o locus eflcrts cr ircreclirg enprcyeo €rcuqemonilhrcughcL:l ile Ccmulny. Ar erir,rec wcrtlcrcr 5 -..e ,r ^ -h errp,;71,g-
embrcce llo ccrlcrcfe volles cl rciehl, stewcrciship, ercelience crd nrcvo|on. The --rplcyec ergoeemonl survey i: odmi.ristereC by r:n

4.C0 lcut oi 5l in 2013 wcrs noi rnnt.

&{ainfoinimg o eomrnereio, eu}frrre firof increoses ycJue for o$," sfiorer}order

wos $ZC2 rr lion nel lnrome cllsr lox cnd we exce--cje,J cu. tcrcel.

frcofing on infury-fre* wcr&pfore snd nreinfsining pu&lic sofeg"
fne soleV ci our en,plcyees ts port:t"rrclnl lr 2011, we irsed 'nedicni olrerl'fns, deflrea cr irlitles lfcl reqL.lif* jreoirrefri b\, r: mecjiccl
pra.liti."er {beycnC flrsl uld) ;s ihe perlorncncs meesufe lc' irrs strct+gr. cble:'ive iie ::erlilll .rltsrri;on.! necsLrre refiecrs rnc dsrrr ilcl cre
repc**C lc lle Wcrkplcce Sofe\, jnsurcrnce Bocrd crncl r:, cclcL:lclecl cs the rL,rni:e, cf ollenlions pe, 2C0,C00 hor,s workcC lrr 20 13, we ser

o lcrgel ol ro hlgher lhon I Q crerlicns per 200,0C0 hours r,vo,ieC. We dtC rot moet this torger.

NEGULATIST*

lhol prcvic!es lor ccsl reccvery orC o relurir on rje*med cif rlrrllcrl equi\,. lr, eCdlllor lhe CELI cppicve: rcle rders to c low 16: ]hs r65oys.ry pr

Cispcsiticn cl spec lic regllctcrv cccouf t.r over snecilied 'relrcnes.

The oEB cpproved ihe use cf Ll5 C)AAP fcr rcte setlirg crrl regr; crorv cccounring cnc rsl;loriiril by tlyc,c cre Noilorirs Trcnsmrssicn

curielriy tses Cc".cCrcr GAAP fcr lls Cishibutiorr rcrte,seltr.rq purtcses.

. !)tO C\f ,Ar\r\lljA: t:nfil ?f,13
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Xene*red Regulctory Frqmewsr*s
ln Dercember 20.10, the OIB ir;tliled o cocrcrnlrieC consu]lclion process fct tlre develcpr,erl rf cr Rrne',.,,ed Recrlnlcry Frcnewr:rk
fcr Ieclricily. In Oclober 2012, theOFLl is:u*d:ls re!crt A Renew.eCRe.qr-,lorcrl,frornoworl lor fleorci\,Disrribrlors:A Perlcrr,rcrce
EcsedApprooci. lhe,epcrl id€ntiliod liree rcle-setiirg modell cvcilcble i: proviCe choices surtcble lcr Cistributors hcving vcryirg
ccnilcl requirerenls: c icu:ll g+reiolror lncenlive Reguolion \Aechcnisn 1iRI,"AJ r: rlstor icle sellirc, oni cn Anruci lncenlive Rct-^'

sellinq lrrdex mellrcC. The repcrt c sc prcvtcied irfo,noiicn cn performcnce meosuremenl, rorliruous in:lrcver*n1 .)nC i'rpienreltolicf
ci the new frcmework.

lr lcte 2C13, the OtB issued ils Report ci ihe Boord on ficte'Sefflng Pc;rcmelelr cnd 8ercl,flcrli.e L.rrde/ tl* (enewed Reoulcrrory trc;rew;rl

El*crricily Rores

{RPf] trd whoescle ele.lricrl'y'.onsumers poy c hlerd of regulcied, ccflrccl crd wlrolesr.rle spoi mcri<ef prir:es. fle OtB sets prices lcr RPP

sirtclu.e withTimeolllselTOll) tireslclds.Sr:bslcnlir:iycil cl ourRPPcrstol:erscre noworJOUhi iirg W*fecetvedcf EXo-iltcf lrortle
ClB. eileclive uniil D*^cenrber 3I , 2C-l.4, lrcm inplemorlirg rcndi:llory TOi: pricing lc' r:!p,roxincle1y 112 CCO c!sk)l:lrrs ilL:1 rre cL:ryently

irnr:nced i:y the OPA tPP prices cre revlewed by rhe CIB everv six rronfrs unC nc,l ri:cngie bls*C cr. ;rr rcicle: OEB loreccs: oid nny
ccclmuloled diflerences betweer llre crrunl lhli cuslcmers pcrd lc' eleciriciV ond lho cn:curt nciC tc ooi.of..jlcrs ir lhe previols pertoa

ncrkei p:ites cnd plices ocid lc qererclcrs by the lnCepen<jent [1ecfr cil.1 Sy:t*^n Ope rrlcr 11[SC) ur,rler the Flecrrrcriy Act, i998 The ltSO ]s

rr:sponsible for overseerng cnC opercting llre,,vholescl{. morkel rs wsll o.s ersurin0 tlre relicb; ;t-.,, cf tle irjegrcieC lcwer systen fhe iol cwrnq
is o surnncry ci: the lll'P lor the reportlrg crrC ccilp.rrclive peric,ds.

Rpp Tier Threshrld rnomlh) Yier Rates

ff{eerive 0ote Residentioi Nom-&*sideniiol Low*r fier Upper Tier
Ncverber l, ?0 I I
Al,c1, I 2Cl2
November l,201?
Alrcy l, 2013

lt13

750
75C

/5C
/5C
75C

71
75
7 .t+

83

Li
88
C?

9t
4.7

r 000

I 000
6(X)

i\j erTa?r cc0

RPP TOU &ote* {eentslkWh}
Effeclive Ss*e 0m Fnolq fylid Feq$r 0$l Feok
Ncvernberl,20 ll
AAcy 1 2Cl?
Ncvember 1,20,l2
Mc;, 1,2C1ii

]0 E

':', 7
It8
'1? d

s2
tc.c
?s

t0 s

6?
s5
*,i
57
7?l!c,v--nirsr l 2Ct 3

Irursrmi**iorl fisles
ln /lcy 201 C, we llleC e cosk,i:-se rv ce *policcticn with lhe CEI lcr 2C I 1 ori 2C I 2 rrcrsr-r.,ssior utes, seeiif g the rpprcvcl o1 revenl*
reqL";lr*'nenlsolcpprcxirr:oley$l 446nril lcnlcr 2Cllond$ .54Zmiilionlor 2C,i2. lnDererber?CrC,il"eCIBcpprcveirevenLie
requiremenlsoi$,l,345rr:illionlcr20llcrrrC$1 $58mrll;rnlc,r20l2 Tfecpprored20l2reverueieqri:errlert wcsltgherlhorthcl
cppllec lor, psi6ctinq OFB direction lor cur con:pcny tc ccrpl I ccs. ccpihlrzotion poiir:y bcseC or noCilted IFRS. Tl;s fldiusrne.t \^,,rr

/.).. - ... n O. " l
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subsequenliy rererseC when ihe c[B cpprcveC the r.:se cl l-ls GAA,D ior lronsrnission r jlL til.- f " ir.-:e- ;cJ. .r gjonrcry l, lcl2.
Ccnsequenlly, 1te OtB cpprove,,J c fevnf re fsqrlren-en: cl .$ l,atB r,.rii icn for 20 l2 o org wiih ,:evr 2Cl! LLT|ls, with cr eflertive Cctn ol
..]cnrory I, ?0.]2 The new' roles resulleC in tn cpprcx ncle 8% lrrnsr;s-rior rcrie ircretse, c' 0.5% rvler ccrsidering iclol li I irnp6:t, ic,
I hlpiccl res:Cerlirl custcmer consrrine 800 kwh per ,lcnlh l-he cicpirr:r ol ilS GAAt r lier oi nciified liRS cs r br:st-s lc: r:r* setirg
Cecrec:ecl lle opprcved rr:ies b:y opproximcriely 15%

ln llcy ?01?, we llled n cosl-cl-service cppliccfir:n wirl, lhe OIB lcr cr, 2Cl3 o:l 2Cld trcrsrisslcr rctes. The c;ppllcotion roL:ght C[!l
opprovol Iot teverle iequrienenl iri:reoses of cp:prcxirnoie1y0.6% l20 13 cni 9 l% rr 2Cld orestrnrolei irlrs"ro, ol:0% ir ?0ll crr,l

oi npproximolely $1,*:8 rniiiicn l:rC $.l,52E rnillior lor 2Cl3 cnd 2014 l",q*.t,uey fcr tle lrcrsmissicn p:ortir,.r cl tho ij;li, rhts fepresents
ncchcngelr6m--xi511nq2C1?OtB-rpprovedrote leveisrr:20l3ordo5.B%increerscin?0 l4.Forc1.1pic. resiCer|cl {:rstoneicorsl*irg
800 l\ /h 6:er morrlh, lhis iepreserlr ifcrccses of ril lc, 2Cl3 cr,C C 5% r:cr 20.l4. ln Dece,rber 20 l?, rhe C[* cppro;ed lie 2C 3 uri

rrchcrgeC ct 1l^,* 2Cl2 levels.

Cr Deceqi:er $, ?C13, rvt sL:bmi$erl o drnll licie Orr:lor lor or..;r 2C1,1 trursrrissic,. rrtes. Tle ?0i,1 ,evenire requlfelNexl ics heo',
itctecseCto$1,535n:riiicrlrrrnlhecriginoliyrpprcvecreverue.eoLriremerl cl$l J2Sriilror prim::.iiyire t.chcng.sinlhecostc|
cnpilol pcrometers hr 2Cll rrlecseC hy the OtB ir Ncven:5er ?013. Orlcnrr:iv g ?Cl/ thn OL3 opp:cved trc rtr*lt Rcte Crier icr

ccrsrdering bloi bil impr:cl, for cr \,picc;l resiCer|cl crslonei .onsuN:trg 8C0 k\!l pe, rrorlh

Sisfri&ufron Rsfes

ccsls r:ni cll'er tpprcvetl recLrlclory chorges. Substoniic:iy cil cl cLl nlrctosed Dnwer cc.is crci clher npproved rogLrlolcry chcrges cro

cnd itself.

* l"ilrdr* One f'{elworlrs

llyCrc Cne Nolr^lorks r:lected lo relnin lhe son:e distribliior rttes frr ?Cl2 os crifcvoc,i r:y tlre L)EB tor 201 1 wiilr c revellg
reqL;i:en:erl .i $l ?l8n:iillcn.

lrr jr: e ?C i 2 lvdrc One Nehn,orl.s lileC or lRll fcle upp]i.c1rcf rvirf ihr 0[3 ior 2C l 3 iisli.iLrrr]tcn rotos, to be e{lecli',,e ;r::so,1 I

1.3% in 2C13, or 0.j?l whell ccnsiderlng lotcl bill imncrcl, lcr o Vpi.:cl re.stCenlrcl cNstcne..$a:irrtn0 80C kwh pei ilor:th

e. Ap'il 26, 20 I 3 Hydro One Net'wolks f lletl cr lll4 roie .Dpll{:oii.,. wrth ihe O:B lor ?0 i 4 cjistributior rries, rc h: elle c:rve
jcrucry I ?01.1 On Seplerrrber 26 2Ci 3, tt e t)[B issueC c ccriic deci_ricr, cpprovrrg c rote rider tc reccver l 20,l4 rever,te
requirernorl ci $2q.3 n:i iicn for operclron, rfcinlencnce cr.C cdntrjslrclicn expens*s irii ir.servlce copilol cosls cl lho AnS pi.it*.]
wi:ch will nocerri:e olr :isi,ibulicn .rystem. Cn Decembe, J, ?c :, rhe i,[B ss,.,*i ,is l1rc cec:ion. ro.,lrch resuhed rn or, rfcrecs!
cf dislribrlicr rcles c! cpprcrrrnclely 2.4% ;n 20 

,14, 
cr 0.85% vrhen rorsiCerinE totcl 3ii1 ir:.pcc1, icr c typlcci res derl cr cL:slr:ner

consumirc 800 klvh per ronth

O' Dece.he' lg, 2Cl ;, iyirc q)n" 116i1a,orks l,leC a 20 i5-20]4 dtsirtb,;ricn cirsionr rills cpplicoiicn will: tle OEB, lor .ctes

Renewed RtgrLlory itrrme,,n,cri< ior El*clricii.r, Disjriculors. ll hcs beer cusicor;ed 11 itl t,yCro Ore Nef"vcr<s speciilc circlrrstcnces.

oncl tcln lnlcrmnlicr rcr-6Sc :r' lc s !1.- '' lre .. rr - o|n nofrae by the OtB. VVe cre -see(irc CEB cllrcvcls lcr t."n,,, r:..1,- L,r Li r.\

cf $l,allrlllronlor20 15,$l Sl5llillicr-r fcr201d,$t,.5/l niliton j:cr?0ll $l,6l5rniilirnlcr?CtS.r,-rdgt (:65nil icr
lcr 2ll? ll lle ocpl coliorr is cpproved c: llled tte ,esllli.! rrorge :.:he distributoq poriion ol rhe cvercge cirsioner n. I w,ll be

lrrYiiaC (f \i l\\r-lAi tI!a\'l 2013 ii}lr..,\ r$\::,-,.,....,...,., ..... .
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cpproxirrctelyr:i.3%Cecreoseir?015 A2%ircfeosoin2Cl6,2.5%irrrecse r?0,12, l.g%rrrcier-soirlClB cr:l 2?%
increose in 20l9, lor c vpiccl resiCeniiol cuslcmei ccrsrrrng 80C kWh per ncrih. Wher lcn:iderrrg tclci blll ;n:poct, tle resLrltine

chcngew'ill becpprcxlrnlleiya 1.1%Cecrecse in?015 .i.5%ircrooseir20l6 
C.Q%rncrecse;n2Cl7 0.7%trcreos-.ir20 lB

cnd L I% iri.retse;n 2CIQ.

* Flydro Sne Brornplnn Neh"rarks

ln Seclember !f l l, l-lyCrc Cre Brcrptcr \sir.ror[s ii]erl cn IRAA opoiicctior wlth rh3 OiB lc, ?il) drslribriicr. rctss, wiih cr: tile:iive
drte cf janrory l, 201?. lrJcnucry ?012 he OIB re]ecseC c decisron thcl resrlfed ir I reiircficf ir clistribufic-.n rctes ol cpprcrtmolell,
l3 2% lror 2C,j2, or c I ./% reducticr or lle cvercse rr:tcmer's totol blll, l:or o lyplcci residellic! custcnei .crsriliro 80C lr,\lrr
p*: rcrlh. These rcle redLiciicrs were prin:c;riiy dr:e lo Oi B-apgrovei cr.1;uslnerls lc Ceprec clior rctes

ln Aur:usl 20 12, llycirc Cne Brcrp'c.. \etworks rlled or lllll cpplic,:ticr r",,i'h ife CEB io' i0 il disiribrilon rotes, lo be ellcctrvr
Jcrrcryl,2Cl3 lnDecember2Cl?,$*CEBreleoseiriJecisiorth*iresulle<jinorrrcrecse rndisfr-brliorrclesc| clproringrl\,
0.3%lor?Ol3 orlessi!:en0. l%c'-:iheovercge cLrstomer'stoloi bli ,ic.otyprcc.os:de:rtrcl custcmer cclsumlnggOCkwhperrricrfi..

ln AulL'lsl 2013 lyd'a frie Brcn"plor \e:\",,ciirs llleC o', IilAA oppiicalicr,"vilh the OtB lc, 2f l,l rj;sirihrtrcn rct€s. tc [:e ellEcrive

Jnrroryl,20l4.CrDecerrie,5 ?0 l3,the0[Bre]ersedcdecis;irti.ol rosrlledlrcreClct cnndi-.tribuilcrrclescl
.rpproximclely ?..5%l:r 2011, cr c C.5?1, reCL:r:ilor. on il,e overogo.L..rstoner's tctc bril, fci c \pic;i resilenIci cirslcrfj .crsuminc
800 lwh por rcnth

* l'{ydro On* Remrote Corr'lmunities

lr:Ncvenber?ill,;iviroOneReroleCornrrur:ifesiltCcnlt,\l:ppl cctiorrwlrhl6sOtBiot20l?rJ,stihutiorr rlres lnr',,.crrl.
2Q12, the 0[B cpproveC cn increcse cl cpproxrmcle]y I .CE% to bosic rnles lcr tho irstribulirn :ncJ gererrlicn oi eeclrci\. ,v;il nn
e{fetlive icle ol r\loy I , 20 I ? represerrlirg cn i11p6s.5* cf cpproxincie iy $ 1 1r llel cvercge rsside nlio cr,sicner's fcftt bi l

lr S*rternbcr 2012, r']yCrc One Remore Ccrr:r"nlnities iileC r tcsl-ci-servrcr irp.llic:icn wilr rie lii.cr 20 tl Cir:1hr;icr rt;tes
stei<inq oo!:tovol lor c !Cll 'ever.e reqLire.'enl cl $5J r: liir:n ln AlgL;sr 2C I 

"r 
11.," Cf ll isrued r: l,-ll iecis.; , Jr-! !v r,; J

tevonre tequitenrenJ of $51 nillicrr nrd rcle increcse o .!l ,: -.nt- , J 4'-" r : iLr eilecfrr ilrie ci ,\4oy l. 20 l3

ln Ocfcbc. ?C 13 llyc.1ro Cne Renoie Commur ties fileo ln lRfl cpcl cttrlr vritl rie Ol:l :or 201.4 dt.srrbr:iion, seekinl r:co,cvui
lor c rcle increose of cpp:roxin:clety C 118% lo L:e effecl,,,e l,ltcy 1 2014

Rerenf Induslry Seve!*prmemls
i.ong-krr* Snergy Pfon

1n ?C.l0, 1l.e i\linistry ol Energy relecsed Onlnrios l.T[P which se1 orl he p:cvrrres experted eegricr]! needs ontti ?03C cnd srprporteC rhe

Aborigirol conmrrilios. cnpilcl inveslrerts, r:rd eieclriciV p:;ccs.

Or December 2, 2013 lhe Prcvince r-olecs*d ils upCot*-d LTEP, Achleving Bolonr:e, which s*ts cul ile Prcvircr's plcr of cctior lcr ti.:e

developnenl, ironsn:iss;on rrC censervclicr, 6:roiecis; cLni lhe exponsiol oi :,ctlrll gcs infrlslrutllie Tre pcrs ore c.riiled by ihe oocl cl

iCDl/). lursui;rl lc iire upCr:leC l.TEP the Prcvince "wil encorroge Orloric Powe, Gennrctior lrc IOPG) rnd liydro Ore ic expcre new
blsiness lines onC oppcrtunilies irsiCe crd oLrtsicje Onlorio. Thes*. cppcrll:tlies rvili l,ep evercge exsiino creos ol crperl.sr I C 5.c.r
rtvenues lor lie benellt ol C)ntcricns.' We wili tcniirr:e l: wcrl rn,llh lhe Frov,nce io ieveloc Du.-.in.ss piors r:"1 eiltl ."-u icrilet-. tirci rv.li
reclrce ccsls c"C reslll in sigr lic:nl i.clelcver :lvin;s.

ln Novenrbcr 20,l3 the AArnisler cl [rercy issled c Cireclive h rhe O{,8. wiich ]l tlin issreC r: deiisior rni crder or]irlircr_,r ?, 2Cld rc
cnenC l,ie lrcrsmissior litnnce cl Hycirc, Cne Nelurorks io devercp trr.i seel clllrcvcl icr ile Ncrthrl*st BliI frcrrsmissicn Lrne Prciect, cr

line Proiecl slcll be in occcrdlnce wit! llre reccnrnerit,"lror-ls o1 the OPA.
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Sist*&uf:on $eefelr forsotridsfion

eiectricily secfor ronsllidoticn. Thil repori recomrnencjeo thcrr lher 13 lDCs ccmprsrirc 1le bcls ci ll-,0 retort he tcnsoliCcleC tnlc etql-t tc

Ontorio ord behveen sir cnC ler rogicncl di:lribllors r sorliern Cnhrio wiJl c rninirln: c| ,100,QCC.!stcircis ecrch. Oiven o;r cc,lrpo;)/,!

lcsilicf os ihe lcrcest LDC, tte fepofl recoflrmerdsd i\r:t llyCrc Ore Neh,vcr,rs;-. giver uncr,,biglcus cjireci on tc leccj onC eroote i,. the
discLrssicr: of lle merger cf distri[:L:ticr ossels will-, lhe r:pprcprlclo irlerestei lti]rlres or c ccnnerciol bcris. Tre iVr .r. -I n. g. uI Flr t,

'.nili resr'llt ir eiectricily rctepoyer sovr.rgS.

OnApril 2 201-?,wereccheCcrcrgreemenlwilhNc,folhCcrrrl.ylo1;cqlirefl,-eoulstcrnitngsrnresol NcriclkPcr,;erlrc_ {Norlclpcwrr) l;,
${i3 m;1llor, suhiecl lo lrrci clcsrng cdluslne.ls. \ 

'/e will pcy NoriolI C)ornry ocproxi-crelV $65 mi]lt;p p., clier c:,srr" rq Noriolo pow*,,s

o comptehersive corrcolitive scles prccess inilioled by l'lcriolir Powe' Tf* cccrisiiicn ir periilg r reellclcrv Cecisior-, lrorn ih* Oftl ,,r,f ic! is

onficipoteC ir 2C I;1

We will cortinle lc pursLre crowth cppcrlunilies lirrou{tl LDC consoliiclror i:y lev*ri:gi:g cur oxisf:nl csseis, rechnoiogies co!cbilities.
lrrpcrcr eled experience in IDC ccqlis:tio:r!, 6ri otr disllhulrnr fcctprlnl.

Proe*rrernenf c{ f{ew Ssnerg}ion
lr 2009. lhe OIA ]aunched its Feed-ir li:rifl {FlT) Progrrr whlch ;s desioneC to Dror:rro energr- l,ol:l c. ivid* lcrgs of rere,arqb16 srB19,

;\4icrc [lf {proiects trp to lC kW), Snail [1T {proiects bcJweei ]C [W cri sCO [W] crd reguar FIT {prcierts gfexrer ricr 500 iW), uil cf

wiil gorerolicr ;lrcporenis n[rsuonl to which the CpA u,ill nc', r lrxed rrre ilr pcwer p;rcduced ov,:r l rplcilred rerir;g 1i rire We lrrlirur
io ccniect protecls lor whlch the"e .lfe llrr. aofirccis.

Cn AAcy 3C 2C]3, lire Province onncunced lhct il vrcuC mcLe 9C0 AA\\l ci new ccpilclry cvailnl:]e belro.,een lCll ,:nd ?0lt fc: rire

Srnoll ltl1 ond Alicro FIT prcg';115 The Prcvince hrr sei cnnrcl pfoc!femerl rcrgets frrm !Cl4 cru,l,Cs, cf l5g 1u',1, fo, Si-ncll 1:ll qrnerlticr
cnd 50 AIW ior Xrlicro FIT generclicr. Tlre Provirce is,r.crklrg wilh l.le OPA lo ieveir-6, c -r--[:rlit \c p .rc..]s: ir, renorvcbie ore,gy
generclicr proiecls obcve 500 kW Tl:e rew Ciocess ,ry,11 replcce lhe exr:lirq igrgs proiecl slrecrr cl lle ll'!rcgio rr As ol Dec*nLer j l,
?0 13. clr.cmenfy hcs ccrnecleC n:ore thcr 370 FIf c;nd I 

,l,000 
Allrrc FIT piclecls

Sonservofipn cnd Pem{rsd /1"{cncgenrenf

CDll Code cnd the loe cl eviCelce lhct sl-,or:kj be f leci L:y crstrib,;ti::s in s,,ppcl oj cn crnclicc.trn h, CIB-lpllcvei il,.,Vi prc,clcns The
guideiines clso p:cv:Ce detoils cr lle losl Revenue AriiL;strnenl r\Aechcris,.r {lRAlll rllcteJ 1c CDAA qroqrcrir,! irrperrnenled Lrrier thr: CDM,
CoCe L.RAll is lhe mechoris^ tr' wh' ' i[]f : :'' ^ --' rrscled ior lcsl ,ever.res ossocicterJ,"vill.. lie:r iesreclive ccd ,eCu,.:ficns resultin! lron
CDA/r progrcrns. ln ctjCilion, the guide ines slcie thcl sr:v ::gr cssociol*d rvilh TOU rricirc r:e ellcr[]e to be ccu."teo lcwclrCs the 2C I I -?0 a
CDtu1 lcrgcls

l'r December ?C 2, tle lv\,inisler ol Eretqy issL:eri c ci:rertive to the CfA ic exterd lr:rClng Ic, iho OPA-ccirtrccled 0,rtcrio-wicl., CDtl prcgr:*.r
fcrcre cCciilronci yecr,icDecemberSl 2015 Thisextensicr'*, ll prcvriecropporluniVlor theOPArrdLDCstccocborcirveiy,".,,ciLlo
shenglher'l lhe clrrerl licnewor[, crd lc |eep c!sloir]er prcqrcris in nloce lc, 2Cl.-i.

lr!Dio or'..1.r ANIr\]ltAi qrn;al il l
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Yorr enrieC Docer.ber 31 fmillions of Ccnodicrn

Cn Soptenber 3C, 2C13, ir cccordcnce with tie CDAI CcCe. t-tyiro L)r; \elwlrrs rnd hyr,'ro Cre Bronptcn \*iu,c,ks err! itleC: l0l2
An r: uo CDAA Repcrl rvith the OI B. Tf :e iepcrls C iscussed C Di? octivilies, ene rgv c ni ne oI Cer-nc rd sCrvinl5 ;6-15 1: cc! ]eveC ir 2C I I , c ri
pons lo reoch CDI,A lorcels bv lhe enC ol 2Ci,i. llyCrc One Nehn,orks repcrted thct it ayp*is to rer:ch l0C?. cf it.s dencrnc tnrgel cni
80?r"cf:tscunrlulrveeneraylcrg€tby?Cl{ FlydroOneBrcnptcnNeucrksr*pcrtedttrtl i1 exnt:.t.rtcreochfiE%ci:itsdenrad1t:rget
crC 1007" ol ils crmuioirve energy tcrgel by 2C1,1 The OtB rcs irCicnled thci ii-rere cre severcl LDCs ihct ircrc I sir;lo: tssre ffo C[B is

cwtrre cf olr siilr:licn

&NNUEL RX$UIT$ SF &PXRA?'SM$

Cc/lor.sl 2$1 3 -nr, $ Chcncc % Chl.cer

Revel les &,sr4 3c6

Prrcfr;5;l ,.**,
Operclicr moiriencnce crd cdminisir-ciicrt

Depreciclror r:nC crrorlizotiol

3,S20

l,r&6
sr&

I a-7l

Aqo

?a()

i.-)

t7

5

?
,J

3

4,S&? a 5(),4 29u 7

A

i?

{neorne be{*re finoncing c}'lcrges ond provision far
poy!"r'i*nk in Nieu of eorporale lnqome texe$

Iintrnc:rc chcreer
1.?7?

360

't )) /

1(C

l*eorne hefare provision for poyments ln lieu of
eOrpofale insome faxes 5s'l?

tm$
tibS
r?r

d*

{t?)
D t. e ccrnorQi0 inccre tnxes

N*f irre*rne &03 7a5 --) al I
Rcven$es

Yer:r ertlei L)ecenrbe r 3l l'.rillions ci {loroCron doilor.sl ?s}3 ?01 : $ Cronce ?. firnge:
Trclsnissin.r

Disribirticn

Cther

1,$?S

d.,4.&4

6I

/,lt\ /
d,ts1

52

47
30c

tt)

3

7
?

6,074 q 7ra lrA 5

Avu'cee orruol 0nlcric $0'min :rb pecl demcrci ) x,4s3 : I , 32 361 ?

Dislribrlior - units dishibllteC lo custorner-. lTWh) ?s.E )ot C$ L

Svsr*n rslolorl slctlstic: tra l:relirir,r :,,,,

Iransmissior'l

reto,'cr]r. 
"fhe 

lcril{ is destqnei lo reaover revenlJes f ecesscr-y tc suppctt n trlnsmi.:src1 sysiem w ln s,:liicienr clccc ! rc occcr:modcle ihe

pr-ovrdeC tc oero:clors orC seccrdc,y use ol our lcrr<.:l ,ights

frY)tC C\: {\\iiAr Rr'iCii1:0lt
\.,\\ \, t"\t. - .:\, ; : .!\\:''tt' " 
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C;'2Clllrorrri-qsror.rvenLr$.werehigherby$47rr:ill:cn.$r3%.ccrpcr-oitolCl? ihervercge Orrlcric;60,rnirLrler:ctkCencrlrn",r,r
higirer in 2c13. resriling i.r ci lncfoose ir: ircnsnissicr fevenues ol $?0 mil ion. ccrrplred lc 201) T"c nigle: ef*rgy rclrs!rlrplion ir 20ll

ln ?C13, ussccicled rvlth tie O[B's lpprovcri oi exporl servico rev*ortes lri lrriicry sf,,!ics]

Sfsfri&ufisn

Elsiress. Accorciiraly, c,;r Ctsirib;licr rrverlas cre ;r:flrcrced bv lhe cmourt ol elecirlr ! we Cr:ir:br.lle tie c;si ci llrchcsei power cri olr

Ci:r 2Cl3 Cisirlbllior levenuos were higher by $30C mi ior. cr /%, tooprrei to 2012 "lie nrrecsr,,rcs frinnril,r Cue lc l.le fo..vllry oi

$29 mill;or, in 20 l3 rcir,rly resL,ititg i,ci,r c rnrcrner.sL;rmcr crd c cr:lder wtnler cs ccn pr:rod tc 2Cll. Dlrtrih:uiicr, rovefres nlsc ,crecsecl
by $ 15 rlil,o:r cs n resull c1 clr piocernenl ir service of nerv srcrl gr:l cni .r,rrcri rialer tnvostmerls, which cre ct.renlly i:eiirl: recove,ei
,L .. J .

in Dtcenber ?0 ]2, i1," 0[B opprcved new lcrill rctes ellerlive.]rrrcry i , 20 13 l,;csed on lts ih rrJ generctrcn lRll prncess As pi;rr oi
lhe IRM Cecrsior tho OIB oplrcveci cL:r cpplicclir:n for ln oddllicrul rcte ri.l*r:elcleC rc c,, int,er,enhl ccpitci noCuie ilCA^) cC:lst,--n:
to oLtt rcle.r, rel]eclinq ,:ur plcctmerl ir service cl ceill,',r snt ctlic cnp t:l rnvcsimenis Ih s ICM qopr.y.rl reslltlld tr c" rt.er:.ge ol
$l3rl l,cr,coopcredio!01?. lraddition tleOtBslllll,decistorresritedinr:!jherCisfrii:rticrr*venresol $10.;lon,wi.iclpr t5;pp3r1

lhrolghoul Onlorio The ?Cl3 distrlb;trcr revorre rfciecses were pcr;'lrc iy ofr:ser by icwer 2ClJ c:rcillcrl, dtsrribrlior r$venues ol $ il nilrion
princ:rily os-.ocicrled .,vith CCB cpproved regL: crlory .rcolf is.

Furehssed Fower

lrcrsnissicn cirorges ievieC hy the ltSO. The ccnrcCl\, cr::l cl erergy is bosec on tlre OIB's lipp crs CescribeC rboue rrCer .,(ecrllltcr

cur 2013 purchcsed pc\,er ccsrs ;ncreoseci by $24{: n:rllion, or g%, rc $3,0?i millilr, 66,ar"1ei r.: l0l2 Tlre increose ir c,ur 20 j3
prtrhused power ccsls wcs moinly dre tc c $ l0e n il ior ircrec.l-- rosuli;ng lrcm highe r prrchcsed pclvef ccsts fc: crslone:s wi.c cre rc1
eligibie lcr the RPP cn $85 n:ililon ircfecse resulling frcrr, lhe irnplct ol chcrqes n l-r CIB's RPP rct*s lcr res:<Jeniioi cnd oiier eligibe
cLrslcmers. c $44 million incrercse ire lo higher *leclricllv domond, o $! millior increise resr;llirE lrc:r li.e lISOs Sntr] Ir,4elerirg In1ily
chcrce eflective AAcy 1, 2Clj, onC c $I r;llicn reirctrrr in,,^rhcie_.cler r,crief seivice circrges leviec by rh_. itSO.

&perm*lon, S&s in*ensr.lee e nd Adrnl ;* irfrof lon
Olr cperolicr mcinlenonce crrd odmrnisirolicr ccsls ccrsisl cl lcb*ur mclerir:is, eqr.rpmeflt cnrj purchcsecj sorvic€s whiall srDrorl lie
cperclicn ond rncirlencrre oi lfe lrcnsmrssicr cnC di.stribution sysiems. Alsc irlluCecl ir llese ccsls ife Dfopefly krxes rrrj poymenls rn ieLr

wli*l conlinuinq lo suhstonlially ccrnplel* cr:r pio,inei,rcrl procrcr.s lor [rolh oLrr Trcnsmrssicrr cnd Dsh;bL:licr Busiresses.

Yecr endeC Dece nber 3 I imrllir:rs ol Conrdrr:rr dollorsl 3013 20 ? $ Ciorqc 7. Chcrce
Trcrsnissicn

D:sh:hr:ticn

0tirer

3r$
Ar\i

5t

i27;
b4

Q)

i7)
ll
13t

sr?
$s

l 0lrr&6 35 J

r'lY)iC a\:. r\\\!il i:il)ij :lt 3
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Iro*smission
Clr?Cl3lrcnsmissionoperolion,ruirlelnrcecrCuCnrristrcllc.rcstsiecrecsedby$27rililor or7% roll3Zj111il rcr cor[,ur*Ctc
?C'l2. Wilhir rlr '.vcrl prcglcrls. we conliruei lc irvesl in lhe scle ond re icble operclicr oi cur lrlrsnissisn svsieil.

llxpendilures in sr.'lppcrl of cur lrcnsmissicn syslem decrecsed bv $33 n il icn ir ?C 1 3. cnnp*rei tl 2C l 2, ;:rinclrily due lc c reiuclion
1o ol: provisicn lcr poymenls ir, lieru of prcper!./ lcxes reicleC l.r lrcrsrrrlssicr stclicns |.r li" 7err, lQ?rl t-. 2l I .,, inclrrslve io owing the

s!frpcfl costs wcr porticrlly offset by on increr:re cl $S milior i,r cur r.",crk prcgrol ccsls, corpureC ic ?0,l2. This ircrerse rvcs pr:ncriiy
due to higher expenCiirres reicteel 1c ol, {cteslry worl prcgrcm oil our lronsrisslsn rigl,ls-ol-wcy resL;itir! f,nm fE;5- tree clensilies. pow.er

Tlese ircreoses in wcrk croqrcrr ri:sfs rryore pcrliclly oilset by cwer expeldilr,,ros reir:leC lc tire CpA'.s iercmrrerdrl cr io increcse shcrj

sli:slcntro ly con:ploled Lry th*: end of 20 11. [xperciillres ]:or lhese slctrcrr lpqroCos were recorieC vlthin ccrrcticr, rcrflercr.e ofC

No.slcl declurclions were issueC rn 2Cll. lr cCilticn w+ exoerienced lower expendilures wilhir clr cver!+ld l:'ies Drcerln.

Siski&ufrom
Cur ?C I 3 ilislrisrtlnr r:n-orclict, ncrlnienr:rce cnd r:dmlniskolior ccsls irtrecsed iry $5;i .,.lil;cr cr I l):, ro $622 ri iion, rompcrer! to
2C12. Our wcr[. prcgrcm expendill,es rntrecrsec] hy $5. - .-[., . ) 2, .rciriv cs c ro-ql.] 1 cl irc:ersei pcrver resic:clion

Technologv {1Tl imprcverents r:rC enhi:rcemenls cnC rcrlrnued work on llre ADS Proier:1. Tiresr irpccls i^/{ie ;:criio1ly oifser l-;y iower slctio,
correclive cri ct*:venlive rnairloilcnce expendiiures, cs *'ell cs iower ]ire ce.fin! cxpenrjillres corrp6reC to 20 12. Crr experdiilres rn

suppcrt ol cur dirlribul;r:n -sv-qlen rrc.o(,seC nnrginc y by $l m ion, ccmpored lo 20 I ?

Sepreciutlor'! umd Amo*.*ixsfisn
Orr 2Cl -1 Cenr*ciclior crd onortizclion cosls increcsed by $17 rrilltor. cr J?., lclpc,ed rc 2il?. This incretse wos c|tribuicrble tc hicher
2013 Cepreciolion expense, prirrcrily relcier] tc cJ: !ir.ci r.,r ro: nL,r, .si.ts r. sc,! ce corsisjerl rl:lh orr lrgoirg ccprlcr rvoii p,"g,o*,. 

"-.weil cs !;oLer css*l rerrcvcl rosts in 2C13.

$inuncing Churges
f rncntrrg choroes rncrecrsed by $2 niilrcr cr l?;, lo $300 nlll on ior 20t .i, ccmpo,eC iu 20 2. Higier lrni:rcirrg ccsrs tr l0l 3 .werr:

ncinly dr:e 1c c clecreose ir inleresl ccpilclizeC, pcrliciiy cllset nv c decreose in inlsrest ex!e.se or lcn;-terr iebl clue lc ower clvoroge
irleresl roles.

Frovision $ar Faymenls ln Lieu of eorpornte lmcsrme Tsxes
The prcvisicr lcr qcynenls in lreu ci corpofcte :ncone tcxes lPlls) ciecreosed i:y $12 mill cr, or lC%, tc $lC? ntlltcr tr 2C13, cr:npored
lc 2c I i. Tf ls decrecse primorilv resrited honr chonges in ret tenp.ro:y iilieps61.r, cnd c hle,up re crting lo ti-,e 20 I I resoc,cl. crr
Ceveopmeni lcx credils. Thls reductlcr '61-r pcriicly cliset by tie iir'rpocl o|lioher leuels cl DreJcx ircore tr 20 i3, corlrpcrei tc 2C12.

&*ef Inaome
Cr: 2C I 3 rel ircore iricrecseC by $58 miliion, or B%, tc $803 rnillicn, rompareC io 20;2 \,\lo exper enceC higher.rJistribrticn .evsnres
;r 2013 mr:irly reliecling ir:crecscd pr.c.csed pc,*,cr ccsls, prrrcrily relc.rteC to the OEBs RpP fcrlr-seiii.q oroces,r rrC tle liSq;s splr ,:crier
\4./* clsc experrenied ;ncrecsed l'cnsfirils cr revenues in 20 I ll ,eflecllr! I irgrer p;cr icmcr: dL:e tc lniermiljenl periorls oi lof wecrher n
lhe slmrner cf 2C,l3, os well cs exirome coli v;irler v,reclhrr. (;L:r 20]3 nel inccmo,,vos olso posilrvely ir; orlei bv i: il,r,er picvisicr icr

cl cerloin pricr yecrs' prcperV lcx relurns. This redlrticn wcs cc,licily clfset by pcwef ieslcialion experditrres lollc,.vir!.; severri rcicr
storms ln ?0'l3.
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Dece:rber 31, 2Cl 3. Tlis inlorn:otiein hos beer deriveC l:rcrn clr L:rcrCiteC lrleriil ConscliCcled f i,rorcicl Stolerrenis orrC llr cuiileC crrrcl

perioi nnd shcuid nol be relied upor io pr*iicl cu, I,rtlre cerf .-r" .,Tcc

/ml/icn"s ci Corcdir:n dcllcrsl ?sl s ?o1,?
Qr,,orler ercieC See" 3l $ept. &0 .lun. 3S f\{or. 3l Dec 3 t Senl. 30 lrr. 30 A"4cr. 3l
Toloi revenL;e

F.]el ircome

Nel in:cme lc ccrirnon shorehoider

r 435
165

t6c

I .156

20t
197

,},55r

!6$
n55

i,542
?t&
?t4

',,403

1&S

;&3

r ,3J9

154

r 46E
ar'n

205

l,5r?
?$7
?ss

be I G er ]r rfr ilrsr oid ilirC quciers tlrcr in l!t leccntl i'rrJ fau.: iltfiriefs

Lt&Lftntyy Ar1*B eAprT&L xgs$uRcx$
Crr prirrcry sources cl liqliriiiy crd ccpitcl re,.llrces trrc lunds cenerclei irorn cli'operclio.:s. Cebt crpitnl rrrlel Lcloir;rg: uri bcrirh

rnd r*pcymert oi r:ur rjebt, cnd CivideqCs

$umrrnary s$ $sr.rrc*x ond Uses o{ earsk

Yei:r erCod Decerber 3I trnillion-s ol Concdior to'/.'s 3S13 /\) /
0peroting octiyities

Finoreing eftivities
Long-tern debt iss;eC

lcnglerm debt reiired

D:viclerCs pcric

lnv*sting eetivifie$

Ccnilcl erperdiir*.s

n,4sd,

I,1&$

{ees}

{? !s}

I 7t4

r 085

i500)
l3/01

\.rrner nnonctnq ond lnvestimq oetivltie*
{}"4}X}

1',t

il 46_11

21
F{et chonqe in cosh ond essh eqnivolents sr0 t.r rl

Speruting &rsivities
Nel coshfrorr-roperclingccliv:tresinc:ec:eiby$iiCn;iircnlo$1.40.{mlltorin?0'l 3 ccnl,crreCtc2Cl2.The ,,r::rr..e^!r5fr,.-j I
cjue ll niclher 20 l3 net incore, conpo,ed tc 7C l2. c: weii cs clcrqe: in occruc bolorr*s mcilly ,clrfei ic tinirg ci lox plynert: cnr:l
lc ctpilcl projecls. Tle increcse wcs portlclly olltet hy g,cwt! ir ctc.ourt-i iecervche nclcnces, resulir-r!.) frcrn hi!,lher.ever!es cri ou,*r

'I

Finonclng Aerivities
Slcriterrn liqriciV is provideC through flnds lron o!:e:cll::ns crr Ccmme;cicl Pcper Pi-or;rcm unrler u,h lh we ore lrliorized tc is:ue rp rc;

Onlcric Flootirg-Rnfe Ncto:

Orrr Ccmmerciu Poper Prcorcr is ".lppcrted by cu, $ I 50C rnililori commilletJ revciving credit frriiil.l wrlh c .r'.rjir:lle cf [:r,r<s, wlich

ct Dec*rni:er 3 I , 20 I 3J rncluring cr November lg 20 l4 clso prcvrCes le rpc:cry iiqrrCi\. fhe shcrl-forn' iclriCit,, rnCer rhis prcgrcr lni
orlicipcleC ievels ol IrCs f,c", .pe.cllcf s sioulC be suil,cienl ic lurcl clr ,.6.11L.1 sDerst -e reculE;f i.ts

:rYlrf N'...]: ,4.\i'.llAi ialiti li!l:l
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Al Decenber 31 , 2Cl3 we hcd $9,fd5 millior ir lolg' " re r !, rs[]r-l rg , dirg tle c!irert prriior ClL, rcfes crC debertures mnirre

'c!-

Poi:er Prcgrcm lo repoy clr exislirt irde[:teCness crC iund c porl]or cf our ccoilcl excorrCrl!res.

ccultJ be reduced. Orr corporcle creiil rctings iror,, opprcved ,clirg orgor;zolio'rs ore os lcllcws:

&etinn
Rst!*q Aqency Short-terrm Sebt [*mg-Serm l]eht
DBRS Linited

i,l\ocCy's lnvesicrs Service irc.
R I imicdel

Prime- l

AI

A lf ichl

Ar
A+SlcrCard & Pr:or's Services lrc. (S&l)'

pernisribie dehl cs u pefconlcrQe ol oL,r lctoi ccpilal:zclrcrr. li1,t cur cbili\, to sell r:ssels crcl rpose o iregotlve ciedge pr6vi516r srbiecl lc

llcwevet, the credil coreeneri5 roqu:re llrfl we p:cviie rclice ro lhr enders of ony noleric cCverse c!tnge rvilf rr.l lhreo hlsrr,ess dcys cl lhe
r:ccurrelcs. The ogreemenls cisc prcvicie llnitcl:crs thcrt Ceb'i cnnnct exceed 75% of tctcl cr:pitclizclior lrC lhcl lhirc pg1ly oeht rs5;61 gy 61',,

Decen:ber3l 2Cl3

ln?0 
,i3,rvei.:suod$l,lE5rnilliorrof 

lcnglerrndebl rrder cu A/INPrcqrori.ccr':pcredro$1,085rniilir:r,of lonq-terrCei:t :ssuedir?Cll
ln 2Cl li, we clsr: repoid $600 rillicr ln r"rclrrirg long-ier:-r Cebt. cc'r-.pcreC tc $600 rniilicr of ong tefr clebt ccllei rrC :ecleercrj tr ?O l 2
pricrtoilsrnctlri!dcleolltcvemberl5,?C 2.\\leicdnoshorl.iefrnnole.scutslc;rtlincclDecerr:ber3l ?0l3cr2C12.

Ccnrror Civiclenos t're decicreC r:l 1i:e sole discretinn ol our Bcrrd cl Directcrs, crd c,e recrnneried bv n,oncctement bcsed on resllis ol

ir tie icllowing quorier.

h ?0 13, w'e nc!d divid*nds lo the Provrnce in lhe cn:ounl of $218 rrJlior ccrsrstin3 ol $2C0 r"rillrcr ;n ron.rcr dividencls cnC g l8 rnillicr
ir nr-^lered dlvidenrls ln ?O,l2, we pcrd dlvidends to the Province ir the cr.lcrlJ cf $3/C mi ior, ccrsislirrg cI $iJ5? miliicn ir ccnriorl
d;vl.,jerds ond $18 rriliicn ir preferred diviCends. ir 20 

,i3, 
rosh C;viCerds pe:.cirrrcr shcre vrere $?,00C ccrpcrecl tc $ll 52-1 pe,

cc.lmon slcre in ?C.l2. Cosh dividencls l;er grrsl6qlsd shcte,r,ere $l -?ZJ ,r, ecci, oi 20 l3 cnd 20 ll.

deiiver cpprcoricle fircrciol .efJirs ic clr shcr*holCe,

Cr April 25 201 2, S&i revrled ll-.ilr or'lcnir or r!i c)rrlf,r.r. i!) reflciirr lron :rri: er

r{Yrfltr c\: q\\!At RirtcRl 2cl3
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lnverliug &cfiyiiies
Clpilol irveslmenls.cnsisi cl ccsh copilcl expendiilres crd relcled nccucls. Ccprlci irveslments prrrcsily reicle io 6rh111inq unC reinicl:rng
cl cL:r lrcrnsmisslon orr.l distrltrutior Ill:rclslrLrclirre

Y*-cr anCeC December 31 frrilllons ol Conodrun dcllsrsl 201 3 ?cr2 $ Ctcnce il, Clorge
Trcrsrissicn

DislriSrticr
(f ther

r{4
6rs

Y

5zl
7

l5?)
')

l8)

Totol eopitcl invesknenk n,394 1 ,tt54 1o,) i4)

Xronsmissi*n

Qur 2Cl3 lrcnsmission ccpilol irvestnrerls CecrerseC hv $52 n: lic. or 8%. to $ll4 mrilion, conporeC to ?0.l2 lnveslnerts tc erpc;rd o;-rd

r--nicrce orr hcnsrissior syslern were $l7C miliion ir ?0'l ! reE,re-renling r Cec,eose ci $1r3 nillior, rcnpcred fa l0 ll. fie derrerse wl:.

scurc*sirrthe HL;rcnGrey'Brucecreo.Thlspur1".,wosr:lcceCln-ser\,rceirV,ly20i2. lrcddition woere*ri*-1ceCic,,n;ererperdrlurescs
c resllt oi conpl61ix; clr Clnmerce Vicy Tronrnrission Slolior, o new lccd suppy slc;iof ir thc City ci \,Vco6stoci. lc nddress locd cro"vtf
isslcs ;n lhe \\ccislock r:r'ec, crd the SwilchycrC Re.crsli!clioir Prctecl cl clr Brrunglon Trlrsr:issrcr Slcllcr where t,vc rew l l5 <v

were ploced ir-service ir tebuory 20.j3 ori Decern5e' 2C12, respectiveiv

cuslomer conneclicns ond locc orec supplv prcie.ls lo cCCress gra-r\tu f{) iccCs Olr lccci crer slpply prci*c.t expendrlures r.ici'cje invesl$eff-c

Torcrtc os well crs crers lc lh* w'e-!|. f/crl. ol our Heorr, Swilcl'ring St:llcn nc: !xrlicl\, ccmpieled rr December ?0 lJ vrfere r,.,e rebrilt i:r.
exisling swilciyord l,rot had reccieC iis enC-ol'lile This proleci wlii cisc increose shorr circuil cnpnbtliy to crcl;nmcCole fulure connectrcr cl

Itonsmissicn ccpcbil:ty bel'weer cu, lornlrcr {Sornrc) cnJ longwood lLordrrl lrcnsni-csrcn stiticrs. This orciecl is needeC lc sotisl.7 qe1,3.rerl
pclicy relnting lo lhe rnccrporotir:n cl lC,Z00 rVW cf r.r:l,irydioelerirtc .eflewcble gelercltcr rescrgci$ b,1 ?02L

lrrvoslmenls to slsloin o!r exisiirg lrcnsrnilslcn syslem were $4$ l rp;1lr6n 'n 2Cl3 ropisselltn! cr rcrerss ci $BQ riii icn, corporecl ll
2Cl? 1n 20ll we mcilc sigr:if corrl rnvestrreris:n lhe,eturblshnreni cnC rsplocemeri ol enej-of-lile eqyilnr€nl lor cverl:ecC lnes crC svsre*
re-irveslnenls in crder lc imp:cve reik:[,ilit,,, cs we]i cs repiccernoni cf clrcL;tj brecle:s. i;. oddilion, we lcve experrencod hl*ler exne.C:fures

llle unierqrcuid lro:rsn:issicn ccbles beMeen olr Slicchcr, l,;r,.,.r,:s;,, -1.:i,or o,,.r i'iverside.lLrrclicr Those new LrderqroLrnC clbes
wili mcirlcin c relicrble srpply cl electi-icif lc dowrlowrr loronlc. These rciecses were prrlrciiy offssl 5U lcvrer erperdrfLrres relcrleC to lhe
fep;ocernenl of proleclicn r:rci ccrt,cl eelrpmenl.

Cur other trcnsnrissicn copilol irvesimenls were $63 rlil,on rq 7013 repfes3rt;rg c iec,rc-re cl $8 rillicr. conpnred tc 2Cl? -fl.e

ailergercy flcoC leslcrcliorr wc:k ol cur iichvlew i.;rsrrssiol stclton cousei by o n cior rcirstcrt n.rllrr, lll3

r'iY)ic c\i ANr.iltAl RtioRt :f t3
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in solfl'cerlrci Gueipl; lnveslmenls in ADS; requirofi+!ts tc encble DG; cnd r'lp tc fcli clier llrilni:stc. slclion rcgrcCes. rn,h ch when
cornbiret,l wili tlre new Fler,n Switctrlrg Stcllon, wi I co lor:lively encble un to iCC M,W ci rerv 91erer,,:1 or cnpocily in lhe Nio{;orn, hronic
crtl Ollcrrrc ciers

1n 2C I I , lhe OPA prcvided the scope anC lining lo ir.reose slcrl circlil cnd/cr lrtn:|ormer ccpocrly ct len c| l5 lrcrsnissrcr :lcirons.
Sever ol lhese slolicn upgrcdes hrue now been cc::p1etod. cnd ollerr.cle solulrcr:s l.cve heen determi:ed lor the r*rcrrtng Ihree p.clerts.
fhe Lombtr:n lo lifqwccd Trcrsnisslon l!gtccje l:cs r: reqL:ired in'servlce dole o1 Decornber 20].i. c,ra is incllded ir clr blrjgeletJ lutlre
copitol irv*shtonts. Tlls p:clecl is reedeC lc sollsil gcve t'rilrenl po1ic1, relolinc fo th1; inccrpcrcli6r 3f :N,/fC i"{\lr/ cf ncn-hydroelecJirt
r*rewobie gererirlicr rescurcos by 2C?1. in August 2Ol Il, lhe OPA r6q1B51gj us to tertr.if+ wcrL r-elctecl h 1l:e Scrlhwesterr Onlc:io
fielc:ive Ccrnper:sclicn Priorii.l iro;ecl, cnd cn OPA reccnmenCclicn regc,c,l nc ihe i|irC l:,icr.y,lpeciliea lrclrsni-isicr proleci whici wcs
rot ircludeC in lie rcsl recent LTIP, is rol expecleC ir lhe icresecobe luluier. Therefore, llcse lwc prorecls ure not ircluCeC ir clr bldg-.lec
lut;,re copilol inveshrenls.

Bcsed on the OEBs lrcrnewcr[ lcr con:potil]ve clesigncticr fcr lho ievec!:nrent cf elioible lrcrsrissior )ioiecls, we iiC rrct rrrclude ir eur

irveslrnelis wrlhcuf r: recsor*ble expecloltcf ol rcr:overllE lhem ihrclqlr our iates.

The ltluo tiiiirc crcl in'/eslrfonls of mon,1 clevelcpneri proiecls cre .fcefJor os 1l-rey c:e Cepercerl rpor vcriolrs reguchry opurcvll-s

lre olsc depenCert rrpon lhe lin:irc urd level oi gerorlio, corlributrcrs for encbiilg lcclillies.

&isfm&uffon

ol equipmerl crd cornqcnenls lhol ore beyond ther exp+:rleC rervrce til:e c.i \\,ell cs irlrecsed *ood pcle replocemenls cnC iislrib:tilcr- slclicr,
rei;rlishnenls. Sustcinmenl ccprlol investlronls ir lhe SnLlrl A eisrlr! ofclecl \^,lil decreose thrcurir 29 la

ccpcciVirrlpfcve.renisctlheCrecnsTronsn:issicnSlcticnir20l5ondlheHnnmer TrtrsrlssicrSlclicnrn?0 l5 !^re rr;r]i ccrtr:rrelcrrcl.e
inveslnenls requireC 10 connecl revu ocd cnd DG cuslorflers, cs w,ell cs inveslmerls 10 ersure lhe:ys1er is ccp.,:ble cf slpplyi'rg.rJsto.ner
reeCs. During ?Clr'1 lo 2C'j5, I rurbe, c.f cur prciecls '.vil cdCress lcccl cci crcwli rssres. Cenerctior ccrrecl cn inys51m..1, ri,ili dccrelre
ns fhe volume cl ccnrcclions 

's expecled to aecrecse. 
-ihe 

bldi:e'ed cc;oirri exc...l,il,es onlv reilect proecis with tlT r:nC AAicro []T P,cg,.lr".
ccrlccls ircm iire OPA thct cre expecleC lc LOrno.f ic crr iistribrllcf :yslom

lr2Cl4ond20l5,iheADSPrciectwill corlinreloprlcrvoricrstechnoioqiescndreloted.cpitc iryesirrents'"viii lregiriccecfeilselr20ltr

where neeCed, crcl tlo Cync:nic regriclicn lf vclcee lo,educe lossos.

Sf$-&olonee Sheet &rrexnsememt$
Ti'ere cre nc cflccll;nce sheel crtcngerner:ls lhcl lcve ,:, ore rersonrbly lixely tc hcve c r.rolercl currefil or l,-:iure eti"-, J !; ,,.,loi.r!.ll
ccnrJiticn, chonges in linr:ncicl ccr,di';cn, revenres cr expinsar. ,esl]ls,rl operolilns, iiqui.:ry, coplcl e:<per:iitures c,:rpri:l rl:scilres

:1i ,ll0 il\]:r A\\iilr,r tilCiI 2Cl:
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$urnrnln*'"y of eontrsetunl sblignriomr *nd o*lrer {snrn*e*"eis$ (emmi}meyr*s

Decem[:er 3l 20r 3 lmrllicns cl CornCton dcllorsl lolot ?s14 ?St$ I 6 201 ?/?0 ! S A,&xr ?S I S
obligotions r r,/ ), J

[cng'tern.: Cebt * prircipoi repryner]s
Lcnqierr dehl - :rlerest poyrnenlsr

Pensicrl

Invironrenlo] cnc] cssel r*lrcneil obiinolicns.
hergl LP {lnergiJ cutsorrclrg l:r:reel,rent''

Cp*rolirct ioose comrnitmerls

4,04J
f 63,1

'17)

329
r52
48

/50

ic
32

130

lt

I ,0-rc
77C

1?

53
?2

l4

r 3.50

5al
5 895
5./51

I CC4{)

l4 q
Yctnl eonksctuel obliqotiotls r /, l8c r 505 I.S3t ll 843

&ther ccmmercisl e*mmirments iby yeor oi expryJ
Bnnl ilne'

|ellers cf creCif

Guci-crlees'

I 500
)Aq

:?5
lt?

I ,50C

Tstol other eornrnercioI cornrnitrnemts 'o7j
500

iltome ot os o r:lsi ol !!l f.igiill ptif;fc! s

Onjcnucry 10. 201 4 we r:oie .or:rribrilcrs oi 5 I .,1i rriliicr:

siol cn: I he lcrecr:l ex!e.,tlil;re ullierr refleit: cL;r plc.reC w.rrL pr;qrcn: ior the ner cCs

c;r rcpi:ll )rngrors

rr:ended'lrc mojurirv dcic lrcr]rrr 2Clr" ,r]rle 2Clt

-!J25 ml lirr, orri or hcfrlj ni ilo cjistrlbltors r:slrc grcrlr:oes ol r;: lo r:pprtrirurelv $ I rlliri:rr

&x t"AlE B p&R"r',Y YkAN$Affi 
'&h{$l\t cre cr,vroC by tle Frcvince. Tle o[FC, ltsc, OPA CPG cnc ile 0[B rre re]crei pilrlies to cur conilcf_v becruse hey cr; ccrtrclr*i oi

sigrillccnlli rnfl;ercei iy rle Prcvince.

Tie yecr-cveryecr chonges relcleci io lhese omounls cre Cescr!:ed ncre iuily ir the irslussrcn cl:our lrcnsnilss:ci revenles rrcl pi:r:,ncset1
powe,.osis. C:her sigriiiccnl reloled pcl1y lrcrscclions inclurle:ur ClvicerCs. wri;l;1; ;:r:iC ro the pro,,,tnre. cnd cLt plLs c.:, :o-e ol cr,

:lYDR0 ONI r\l'.lN[]AL Ri!Cal ?01:
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poymenls in lier of prc,pert! Jcxe.r,.rr,lrch tre !nid lc tle CttC. lr oCdition rnlcrrlory 2C j0 *e p,,Lrci.cseC $l5C riliion cl pr:virr(e ol
Cnloric Flcellnq-Role Nctes, mcluting cr Ncuen:bor lq, 2ClC, cs c lcrm oi ollerrcle liquidiV ic supplorenl crr i:cnl. cieCif irrtllties

Our conpcny reieives r-avertuos lcr lrcnsr:ssion services iron', lle l[SD bcsei or O[B'cpl:oveC i.]TRs. Trcrsmission reverues trrlude
$,l,509 miilion l?Cl? * $l,d7r1 nillicn1 reloler] io tiese se \,c1,. u!, -(_;!roJr,r r;ceives rncunts i:cr rrrci rcle prclect;cr l:rcm the ltSC.

the supply cf eectriciry- tc re,-flote rr:rth-^rn ccrmrnifils l.cr iie llSO. D:str;brticn reverues inciuoe $ll3 r:llicn l?0 l2 * Slg rtlronr
rehieiC to tlese services.

]n 2013, cur coirpl,rny prrcfcsecl pcwer ir lle on:ourl ol $? ,A77 millicr l?0i2 * $2 3g2 rr lrorj ircrr ilo l[sc-ccrrlr.isrererj eierrrrrlJ./
mcrket; $15 nriilicn 1?0 l2 - $ l0 rnillrcn) from OPG; crd $8 n:i ior, {lCl2 - $Z riliicr) lri:r oc,nr*i.ccrtfctt$ cd:r:rrsterei by tie CrFC

lJnder the {)ntcric fner.-qy Br:rrJ 4cr, 1998, the OFB is recrireC to ieccvef cil cl tts lrr;r:i cperrtinq costs i.orn gns r:rC elec}riciV dtsi,ibulcrs
oriJ lrcrsrrillers. ln ?0.l-1, crr ccmplny rncrred $12 nillion l?0 l? - $l 't nillir;r) In C[B loes

ln 2C13, ieveru$s relcled lc the prcvisior ol ccnslrrcilcr crrci equiprerl ruirteranco services wif[ respeal jc lhose ser,rir:e leve ogreeirerts
wsre $q r:ilior, l2C 1 2 - $ l0 millionl, primorilv for the 

.lrcnsrissicr 
Blsiresr Cpercticn r"rcirtenonco crrd odrninislrclicr costs ioi.l€o to ile

purcrlcse cl services wilh r*specl 1o lhese servce evel crgreemonls *,ero $l n:ilil:r :n ?Cl3 l20t:, $2 mlliicnl.

The OPA llrnCs slbslorliolly oll cf t|re Ccmpcny's CDlh prcgrrm: The furiir.g lnclldes prcqro.r ccsls ir.enlivos, crd :rsrxg6x,ent lees ln
2Cl3, o!: .cnpcily recerved $31 miliicr {2C1 2 - $,la mill cnJ lrcn thtl OIA reiotec to these prsgrom5.

Qx1 65mpony pc1,s c $5 l^..lillic:: rnrr;l lee ro lie Oiit( io' irdernrif .c'ica cr1cirsl cCvc,sr: cln ns r exces-r cl $ lC nililr:r pcrt! b.1- f.te
OIFC ,vilh respect lc cerlc, cl crlorio Hyc'ro's [:ls resses frrnsierierj lo our cofipcrv cn An,il I l]ia

Slles 1e ond c:,rchcses lrcrn relcted pcrlies occll cl r:orr:cl nirkel prcs5 or ir ir proxy lcr l:cir uclle bcseC crr lhe reqltrenerls ci the CEBs
Arflllclc Relctiorships Ccie Crlslcrrding nclcnces cl period erd cre lrsecu,ei irierest j:r*-^ c"i sellleC in ccrsh

The cmoulls due ic nnC |tor relciei pctlies cs c r*sull ci lhe lrcnscclior-r relerrerl lc cbovo cre r:r lcllnws

Derember 3l lmrllions oI Concdion dollorsl ?0r3 ?lt l
a ll., t ll r'' r.

Due lo relcled pcriies

Lcrq-lerm invggloua,

!9r
{?$o}
r$l

t5l
1261 l

25i

($${StnrxAytsr'I$ $F eu RRt MT rCS&'Smt€ CSed&tT}0${s
$f$srr of leisd em Revemalc
Ol:iccC,bcsedolnt:n:rl woclherpoferfls,isexp*cleClodec]ri.e r20l{Cuohllerrnpccioi:CD/rAcncembeddecllenofilinl porlicl!
olfsei by lcod grlwtl cssccicied rvilh eccnonic grcrvli: rr ol seciors rl ihe 0..lcric ecc,:cny. Cvercl lcni !rcwlh dle lc lhe ecorcry clor,e

of CDAA ond emboCded generrrlicn oie erpecleC lc ircve c negclrve r..tpccl on locd growlh cl cpproxinctely C.,1% cnC ,J.j9i, respertive y
Cr the r'vlrole, orr iocd is expecled to Ceclire by cL:clt ;.3% ;n 20ld Our cpprovec revenre requiremerl fcr 2Clc hcs ioken lhe exi:tl*i

impccl cur lrrcnc l] resrllis

I l)f C C\: AN\U( liiif El 2irjll
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Sffect o$ lnteresf kslss

by inlerosl roles ls cut telr.n cr eqril./ {ROt]. Tle CIB-opprov*d cCir:slmenl J:ornulc lc':r]cL:clirc liO[ ,vi]r ircrelse cr Iecrerse by 5C% oi
lhe rlcrqe betr'v*^en ihe currerl l.ong Ccnodc Bcnd [orecns] cri 1ie rlsi]ree rcte estnclisireC at a.2.5Y,, crd 50% cf ils;hn1gs in ilre sprecd
ir 30-yecr "A"'rcted Conod:cn utillty bcnris cver lhe 3O-yocr, berchncr[ Governnenr ci Ccrcdr bcrrC yielC ostoL:iishol] n1 I .d lj% Ail r:ther
lhincs heing eqrcl, we esiincle lhr:l c l% d$r::ecse in tlre lorecosted long-te,u Goverrfieri:i Co.rrjc bond,riek, !secr ir delerrflirinc oui
RCE would redlce HyCro Ore Nalwo:[s' lrcnsmiss]cr: crcl rJrslribullon husinesses 20l4 results o! olrroticrs by opprcxin:c1e y $2C r,illron
cnd $10 rnil icn, resp*:ctively. As inleresl rr:les declire llerr i:. more,isk ol c decl ne rn olr fel irccme. Tfe seroli ccmncrert c-.1 r.vo.ire

und lhcse r:pprcved lrr :ellrn by tte CEB woud impccl ou, ,esulls cl coerrlions

!mpuf Cscr$ snd (omr$odiry Fricimg
lr supporl tf cl: orgling wcrl progroms, we cre required 1o Drccur-o rntl*rcls slpplles nnC setvices To r,cncge olr totcl aosis, we reolllrl,.,

ci rrllrlll ilern-s. As c resull cf cur slrcleg:c scurcing croclices. 've Cc ncl lc,esee rry cCvsr5s inpocls or oLrr blsrness frctr clrre.i oac;.n r
cori!ri,ons ir re:oecl cl iCequncy cnd ii*nq cl .:rcoly ord rfedil ,isk o1 oli, .rr.1olncr:lss flrifer r'o .cve been orle tc rec]ize s,gnr|ic,irr
srvings lhrcugh our slrr:1egic sor:rcirg initiclives.

Fension Florl

bcsecj cr r:n ocfuorioi vclL r:llior eflective Dererrbo, 3: . 2Cl t. Acrroriol vniui:lions cre m ri-rllv rs;6rr;l lc be illecl eve.y th,ee yecrs
Vle rlrently *sli$ole cur lolcl crrnucl penslor ccrlribllicn-r to be opprcxirr:cte iv $ I 60 miliicr lor ?0 lz1 bcsed cr lhe prorecfed tevel cf
pensionchleecrnirc:crnili:escmeoclucri'ial voluciioneffectiveDece.l,:er3l ?illlflilrrerir_rimrrnccrrrtbuficr,sbeyonC2Cllwill be
baseccrcrnncluoriol vr,rticr:eflecfivorolclerihonDecerbe,sl 2Cl.1.Olr!er:rr:rplcr*x?*rieri:edpcsrliveret!fnsol opprorirollely
l7 Al% in 2C13. Our pensrcr, cbligcticr is inpccled i:y irleresl roies The 0.5% irrcreose i: the disrcurt role, ircrr. ,1 ?5% or Decerrber ll I

201? tc 4 75% at December 31, 20,l3, resrlleC rn o decrecse iir the pen,sicl cb isclion cr:$1.,l3 mill on crnC c:, r.clerse ic oi,. Dcsi-

chc;ngesinrnrrlciitycssumpticn:rl Decenber :ll,2Cls,ccnpnredtoDecei"rbe: 3l 20.i1.resuileiirorllcrecseinlhepensir:rohllcoticr:
oi $3E0.illion cnd cr ircreos*: ic clr posi-.ali,enierr cni pcsuo-llcymor:r berel:t cbliqcticn ct $ll{: nili:c: icntrrbr.,rio. rcrecsos.jre
b*ing :n:piemerted lcr oli segnenls cl ou, r:onpc:y's cclive er;:1cyees.

RtsK &tA$rA&g&qErm A,{$ kt$K rAe?sRs
lVe hrve c;n Frrlerprile llisk l,4cnage're:rl ltRl,{) Prcgrcrn lhcl rirns cll bulorcinq [:usiness ]sr\s !rrll ,r.1!,rs. A,r; te:prse,wide trpp r:cch

ls tc bster unCsrslord uncerloinV orC ils pr:ienlicl irnpocl cn o;r slrcloll a gcois. 1t s--ls cul the ln;iorn prri:cioles, processes ond 1;lfslig 16r

idenli\,;ng, cssessirlU, evcluoling, lfeoliic, ncnilcring lrC communicolirg 1t5iq5 ccrcss c i lires cl busiress. ll s:pporrs oli BccrC cl L)ireclors
ccflorcle goverflcnce reeds onc the Cle diligerce iespcns;br ilies oi ssnrof norcge,neni.

;s tre llst ci ley ris(s prepcrted by serior rrcrrilerlrerl, cnd reprosenls lho greciesl lhrecls io meeling clr rlrxtelJic lIierlives f1e Bolri ci
Direclcrs' .cr:lniliees revtew tishs r-olevcnl lo lleir ronCcle cl erer,,r reetrng r|le Ald'l cncl Frrc;s* gon.,n., iiee c{ clr BocrC c1 Direciors
anruclly revrews lhe slclrs ci cur lrlenc corfrcl l:rornewo;l^..

mci-ragenerl ove:sic,hf o|cur r;rk portlolio cnd cur risi rcnclerenl irfcc-.sses. The iecderslip tecm provides itreclion or lle evciul cr cl
these prccesses crr-l id*ntfles prioriy :re.s ci lccus lor risk csscssnent crrd riliqrtio- cll.r.i-;.

!v)t0 c\i A\\ruAi ll-PC?t 201



rirf!/1arll,lai\.li ! )rSCL..lSS Cl.l At..li, 4r!A ,i, ir

Orr Cllei ACrrirlslr:t;cr O{iicer r:nd Chirl linonci*l Cllicer {:AC) crd CiO] is ,espcrsiLie itr ensuring iinr the risk mcnogeir:ert prcgror is

cn iniegrc;l pctl ci ;lr brsiress slrcieg!, pbrnrg ori-l cbjeclive seilirq 
-lhe 

CAO rrd ilC los:pecilrc crccr'1nrcbtlttv lor.ensurinn ltct EF,,V,

pfocesses ore estcbli.siecl, prcperly Cocumenled ond mi:irlolred by cLrr compor.v.

Rtsk ccceplrnce or r:rriictiior c]ec,l crs cre .oCe ivllhir ihe ri5k 1oJ91;1rt:*-5 sp*lifiel Ly lire ;c.ri f, ihl s,br,dir.;ry cr l;rl1r6n

Thc CAO cnc CIC provrr.jes supporl lc the Aud;t ond Frncrte Corrrllee ol c,lr Bcr,c] oi Dri-er:lors lhe Presiclerl c.C C[0 li.c -.error
rrtrrcgenell teonr orC [.ey rnorogers within our conpcr]y This slnporl ,rcli.rios cievelcprrg ;isk ircncgement irornewcrks po lcies rnC
processes irlrcduciirg cnd p.nmciirq rew lechlqles, estgbiishirg,,sk tclerr:lces. prepcrl.g {trrlrrl --.rcrc.e risir proiiies mrintci,.rinlJ

iniependerl reviews o1 lh*r efl-^clivenoss of risk rnor:cgemeri pclicies pro.:esses ord systems. Storlrng in 2Cl.l. clr BonrC cl Drrecfc:s h:rs

risks of our cc{-rlcny.

Key tierrenis ci cr:r IR,\{ Prcgrr:m ensb]o rs 1r iderrti\,, .:ssess onC n:o.itcr cur ,isi.s eliecllvely. These trclr:cle havirg cr Elil,l i:ciicv rti
lrcrnew'orI wi:icir r:ommr;ni.n1es o!r philcsophy cnd process lor risk mcnogere]rt crr.s5 cNr ccirpcny A Crscussrcr' ol risks is rr irioqrci
porl of eoch line cl i:lsiress phnrirg dccur,ierrs or cr r:rnuol bosis Risl< C*nirt ccrior s ciso rlrs CereC cs pafj o1 ecai business crse lor

procosses, we i.rse c slondorti lisl cl rlsk sources known r:s oL-,r risl Lrnlver:r These:cute". ore rc r.ricirecj n c sirge dolcL:cse llcl cror:Ces
o consisterl bss s lci ri.:k rderliliccticr rnC lic,.sif icoticn ond :erves cs a repcsilary Ic, :ur ri:l os.5essnor:s A I r sk cssessments 1r iur

in plcce !o nitigole lher.

$wnership by rhe Fnpvine*
Tlo Prcvince owns cll ol olr culslcrirnq shfilss. Acccrd rr:iy, ihe P,ovnle hrs iro oor.;er lc delernlre the ccmpcsilion ci or:r Bcr:rC cf

ol clcteernenl reoltng lo cerlcir cspecls c,f he gcvenrrre cf or, ccmpify. Plrsloni lo such ogr*er:eal, ir Se;;lerber 2CCB ihe P:ovince rncrje

lhe Prcvlnce ncier c decctcilor prevenlirg orrr compcn',,frcrr seekirg.ssl :ecove.y thrcl;r the regL,'lclcry p,ncess lor lhe cr:st cl lpgrcCes
required lor eill:er A'1icrc IlT cr Srncl] FIT gererclcrs fcr cosls relcled to ifveslmsnl ond erper,d tr,er rni: If|ertive Seplerber 3C, 20 l3 rhe
Province mcrde c Ceclaroticn reccrdirg lhe cr:lscurcing l1 seyvices ccvercd by llre Ineroi Aq,eererl

onC empioyee lrcvol, nec onC lospilcll! expeirses. 
-lle 

Province mcr, reqL:i.e ls tc cCir*re lr: Irlier lliclrlaiiiil.l recsr.es 6r ,rcy rnoke
simil*r doclcrorions ir rhe lurure sor:e cf which mcy iove c rctericl iiverse elfecr on ol, bL-,:;iness. cl, credrt :xrirgs nary chcnqe wirl-r the

Coni:llcts ol inleresl rrcy crise be\veer i:s ord t.e lrlvilce os o resuli o1 the obliqctron cl the lrov.r.e io orl 1.. 1i.3 [a5.1 irlerests of tle re-cid-^rts
ci Oricric ir rr brood ronge r:f nciters, irrlL;dir-rc lle regl crlicr cl Cnlcrro's eleclrrcily rndrsfrv cnd envrronner-r1cl mollefs, c:ry luture srie

reccmnerclclrons ci tle Onlcrio DlstriiL;licr: Seclor Revre"v pono's repcrt the picvtrce,s o\(rership rl OpG cnrl tire ieternlnojion ol rhe
cmouni oi dividencl ci proxv rcx cllyarerls \.fue rcy rrct re lbie ic re.sclve cr\, uoferlo] i:rI'tci will-, tie Prcv,rre c. :ofm5 scir.:ircrcrv io...rs

whici"r cculC hove o moleriol crdverse eflecl cr lL;r bL;siro:;s

rrYl)!'a 1)\i L\\Uti i:iCil 2i)t:1

,autiiatitf:tt.



Kegululory Kislc
\{/e cre suhiect lo reoulolctv r'lsls, inclrdino tle opprcvul by *,e fl[3 cl rctes lor oL]r J.onsmisslor:nC disiriLltion brsrnessss thcl pern:il l
,eclcnobie cpporlunirv- lo re.ovef lhe pr1;...,"rJ cosls ci prr:vicllng sole onci r*-liobie servtce o.r c lire\r i:nsis c,rtl ecrn lhe opprrvecl rctes
ll rellrt.r' Tne OtB cpproves clt trlnsrrissir:n cnd dlsiribulion rcles bosed on proiected eierhil]y lcrrl lnd ccrslnplicn levels. li cclur lcod
or corslrrplion mclerinly fcls belcw proiecloC levels olr r01 rrr.or.e lor eilher or bclh, of these busrnesses ccr;j L,e ncietoly cCrcrseiy

CemarC cf in oLr ccsll

lhe CEBs rsw Reneio,,ed Regulclory ircr-"eworl. rrqL:,res ihcl ihe :erm cl cr clstcn rcie cpplicciior iiJ sribrtilr-, blsi",tss) i: I ivele:r perilC.
Tle:c c:e rrsls css<;cloted wiih lcreccsilrc ovei c lorsef perioc. Ci*nges ir lie industry rncy cller lhe inveslarerl rereCs cr reqJ fe circrges ic

!rpfi[l ils picn, HyCro One Neiw'crkr prc-.pcsed o runbe, cf c:.1iusinen1 necicnisms in the desiqn cl its recer,t rrslcn r:ppiicolrcn tc reiiecl
plnn ciq:pt*. crlside the normcl course ol brsire:s ir order rcr the Ccrccny lc cvoic n recr-rlolcr\, revieiry bv'"e CEB lxrirrg lr* l.ve..,eor
clslcr cpplicolion periocl. l-lydro One Nelworks clso propcseC c iel ol cutccn:e .recsuros lr: trncI its psrlo,r.cnc* crC Celivery ci lh* pcr,.
ihe re cln b* rc ossrri:rce *cl fre CEtj rvill cii:ent liese rec.cf isrns :i li.ct :hey wili he s.'ir,;cie nl tc prclel"i cL, aomDera lr:m unic eseer
c!rnee: tr: :ls pir:n.

rr,.r\AC!ll !\i S ):!a!!5 a".l A:...1) d\r\r!! !

Clr lccd cculd clsc be reguliveiy oileciod by successli:l l),V pragrors. \ly'e ure ciso sub]ecl 1; rsl oi ,evr:ru* lcss ficn cJier |:c1ors s,rcr
ns eccromic lrerds nrd weoiher.

i'lY)rC D\: rll..l\Uhi RtlOnl 20i-:

lrexp-'cled ccpitcl experdilures lo moiflcii cr irnpr:ve o!r r:sels pcrllculcrly !l"en tiot rew fochrclcqy rs reqr:ired tc.r!plc:l ,ere,"vr:bl*

the regriclor ciecr policy iireciicn on cosl re.sponsibilrty, oncl 11.e-cpp.ovc ol llre reeC lc, crprtcl 
""p*ndltu1.", 

\,!hil+ r.re expecl c i ol tilr
expendilL;rostabefulytecoverclbeoflerOEBreview,crylLrli:rero0uclo:lde.isrcntodisclcwcr imil lhe fecoveryofsuchcrsl.swcLdleoC
to polerlicl os.r*1 :mpc;rinenl nnd chr:rges lo our resllls ol operrliors whrch cou i hove c r-.cleric;l t::lverse ellecl on our conpory

lr Crlcric 1le llcrkei Rues rncrdote thal w.e non:ply wiih lhe,elicbilijy stonicris estcblished by Ni:RC oni NorJhecsr polver Cccrdiirctirg

recovery o1 ccsts ccllC l-rcv-- rr odverse eif-^cl on our corrncrly

Risk qf Naturo! and 0*her Linexp*e*ed Seeurrenees

lype cltcc(: onC. poierllclly cctoslro6:nc everls. sLrch os c mfiicr ccciCenl ri irr:rCen1 of il fccili]1 cl c ll-rirc pcrr,1 (srrcir cs c generclinc

dlslribulio'r wi165, pol"r rnc toweis lcrotec cllside oLlr rronsmisslon orc drsr:ibullcr slcticrs re:rlirrq lrc.r l!o:e euents. lcsse,. lrcm iost
revenues ord repr-:ir ccsts ccL-ricJ be slbstcrlici especioiiy ior :rony of our fcciliflcs lhci cre cccied tr ror^.rcte orocs. 'We ccu;l .isc bo -slbierl

is designed crd operotei lc wilhstr:rd lle ioss ci ony mojcr elerenl cnd ncssesses irhereri reilrrirncy ll:r prcviies crlterrule necr.-r tc
delrv*r lorge cnrourls cl ncwer. lr the evert cl c lnrge urinslrec loss. we wolld r:pnly tc 1!e CtB lc, reccvery ci slrh 1:ss: ioweue, thore
con be nc osslrrfince thcl lle OtB ivorli cpprcve ony such cpplrcoiicns in wloe cr ir;:c:1, rvhicl tculi tlre o rolerroi trclver:e ellecl
ol cuT n*l ircoTne.
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Rirk Asseleiexred w*rh In$onrnufion Teehmeilogy Infrosfnweture

lT syslems which nre enplcvtd:o.pefo:e o!r trcnsmlsson ond drslrib,rtion f*cililres liro.ricl o:C biiling sysiens, cni busrrers systerrs. C)ur
increcslng relin.tce cn lrfoin:ulior syslems cnC exqcnding dofc nelrvcrks ircrecses cur cxposuie 1c iricrnllicr sectlly llrrecis. We riligcle thrs

syslen nelwcr!. frcm cL,r blsrness syslen netwcrk, by pe{crrnirg sccns cl crr:yslem- lo, krcwr cybe, lhrerls crd bv orcvtdre.cirpcrv,

ircidenl ho: beer illly cCCressed. Any such syslem fcir.rres ci sfcrjrily breoches colicl hove 6 rnotericl cciverse rlfect cn cJr ccir-ipiry.

Risk As*Ereierfed wiff.l Arrxnging Deh* Fim*rn*ing

debt, incluCing $750,rlllior,:.rcfurinc ir ?Clu1 cfo $550 rnillicr mctuiirg ir 20 15. V\.e plo: io tncrr copttc *xperdiiures ol oporcxinote!
$1,S00 mii icrn in ecch c1 2Clzl crd ?C15. Cosi gerernted hor operolicns, r:ite, ih* pcyne.j ll expe,:lei d;v;cJerds, wtil not ce 5;l1.t;,gi,
lc ilnd the 'epcvrroni cl orr exisiirg rndebteC'..e.rs ond ccpilcl expenditl,es Crr cbiliy io ciiir:..:ie :lii;c enr cri ccsieliecive dehl lrrcncrrq
colid bo ncle:ro111,' cdverse y cliect*i iy rumerous locto,s, nc udirc ll^re reculclor!. enviiNf ne.i ir Oirlcrio. orr resulls ul cce rclicns ord

rcnilol *xpenr.lilL;res clrrci neel olher ohiigotlcns *nC recuirerrnls crd c: r :eslll colcj ncve r rclerlcri ocjvcrse eflect cr cur c.,.pi1,

Flrs* f{etion amd &16fi$ eloimr kiEk

lrecV cr othe, legcl cloirns. Alihcuch we lave r fecerl l-,rsio:y cf successi:ui r-relolint ons cnd ccnsulcficrs witlr Fiisr Natroi.s crd AAetrs

ccmnunilies in (Jnlcrio scne ccnmunilies crr'1/cr llel rili:ers hcve expressed cn rncrecsrrg \^/i lincress io aisefl lheir clclr"i lhrcuqh

operolions crnd prciecl olcnnir:g w!ich ccr:ld hcve on coverse efl--cl cn our Lcllrpnf;y

Rlsk Assosinted x";f h S r"rfxou ne in g .&rrongemremf
Corsislenl wiih ol,sirtler;y cl reCucirg cpe1otlng co$ls lve omended lnC erie.ied cu. cgr€e;:ert rvlll. lr.orgi. eii:eclivey renew,p! lle
flrron0emonl unl; lcbrucry ?8, ?C,]5. il our ogreenrenl ,vilh lrergi is iernirlleC lc, c,.,y,ecsc,. oi oxplres helore o new supolior r_. selotleC.
we cculd b* req.,lreC 1c inc;r stcrrllccnl experses 1o lrcnsfer lc cnclher servce proviCer, whlcn ccricl five n ,r:lercl cCverse t{l:eci cr ci-ir
business, cpercriFg resulls, lincrrricl condrlior or prosDec,s.

Risk Assosiorsd wlrh ?nnnsnrrnssion preiset$

conneclirg cs o resull ol tl-re lT prcllrarr st$nailg lro.r tre GtA, orC cci crcwln itcve increoseC srrl lhcl pcris oi olr lrtnsnissron orcl

increcsing loads As o resuh, irvesinerls lcve been lniticteC lo incre.rse tronsmlsslor ccnccitv crd *r;I,:le 1ie relicbe Cel;verv ol pcwer
lrcm exislinq clnd luture gefefrliof soufces lc Onloro co,rslreis. In n.lony ccses, lhese i.rvesltrerls afe ccilinlert !lcn onc or ncre of ll-,e

consullclroil pfccesses wilh lirst Nolicr:s ofC A46tis comnl;rilies. Obtci,ri"g OtB cr.:/cr ervrcrrerfc] opprcvcis cnd coirvrno oL_rj lhese

,elicbiii\, ond,/c,clr service q,roiily [:oli ol whicf collo hove c rctericl odv*,se elfe"r -r .,r.!ii,fr!]iy.

-)"



Will the inlrcduclion cn Auglsl ?5 2C lC, of the OEB's ccrnpelitive lrc:nsrisston proiect Cevelcp*ort plcrring prc.ess, ir tis g[5sf ;p
ol o goverrment dtreclive, til interestei iron$mili€rs rvili be rer;;:ireC ic suhmir c bid tc t"e Oi3 lcr idert;fled ercbler:ccllrites cncj neilcrk
enhcrcemenl prciecll. Historcolly, we woud hove been owo,ded slcir piclels ilrc;g1.., oy rctes:ri Secl;or e? rpplicctions. The irci ihlicr

ccsls cre recoveir:[:ie cr,1 by lhe slccoss]:ui prclorerr]. Ihis co,rld hcve o r:oler;c cclverse eilecj on cu corpcfy.

Asxer eondilio*l

relicble service cluciity. Cut cnprh prccrcns hcrve i:een tncreosirg lc mcir:1oin lho lerfcrncrce cI crr cgiftE crsrel [ose. [xeculior of
lfrest plcrs is pcrfinliv ieperdeni L-rpr:rr exlerncri ioctors, such ti ouloUs plcn,:irg,,.,,rh lle lIS0 cnri lrcnsmissicn.ornerled clslcrers
lur,Circl cpprr:vr:l by the OtB, crncl supp11, c!:lin cvcilcbilrll lcr equiunerl suppi er-. c,ri cons,:ilirrg servrces lr cCCiIcr. o!l:o.i!riliss 1.
rerncve eqllpmenl lrom service lo ccconrnoCole ccrsfl.]rllcr clcj rrcirlenon<-e irre becomino rcrecsilgll, l,rltetl Cle lc crsloner crC
;O'

Adiusinerts io cccotncdule lhese erleilci dependencies lrcve Lreen rrcrCe in clr plrrrinq pfcts;r5. crrl w.r cre locr:secj cr ove:corino

slpplv securihy, cnd increose the ccsls cl cnerrlrrrl crC molrll rlno liese cssels. This ccr.lirJ hove c nlte.tol r';Cve.se e{fecl cn clf aor-r!cfry.

Wcnkfonee 0ernogrophic Ris!*
Sytheendcl 2Cl3,cpproxrn:cle1yl0%cftr,employeeswe'uellgrhelcr rstl:srl6ry,cndbytheenncl 20lI tferecouldbeucio?C?.

be clc ergirg frs we expocl the skilled lcbcur mcrket lor c,rr irCLlltry to be tighly corpelilive in tlre iuh:,e. lr rdCitlcr, rl"\, cf ol, enplcyees
pcssess oxperierco cnC s[ilis ihcl wii olsc he hiah]y scughl citef by ciler orgunizcrliors [:oth irsidr onc] ollside the elecfricrty sectri ilr/e cre

neeris wi]l be nret. 1l we orc lnlble lc aiirncl onC reicrn quclified perscr,rel it clril lcve n ri:.iierr oiverse eilec-r ln cl, bLr.srq.ss

Lobour Relotions Risk
T"le:ubslorllioi rnoiorifu ol our empoyees cte represenled by eirrer the Pcwer Vv-crkrrs LJnicrr lPWIl or lire Scrieit ci ?rcfess;orrl Inei$y
\lcrlers {Socielyl. Over the lcsl sevorcl yecrs, sicrrliccni efiorr hos [:een experieC rc ]flc,eose nur {lexih;li11, rc c.niruai cperriicls ir o more

PWI--I crd Scclely slcff we mcy rol be oblo fo cchieve f;1lsr i'rpicven:o!t Tle exist'i;.q tcilective oUreemerl with ihe pV/J wil exprre lr
llcrcl 3l 2il5 n.d ihe exislina Scciety' collectivo o!irenenl v,.,ill excire or fu^ro,ch 3 I ?0lb \r'/e lcce flrrr,c ll ,is[: re]l:lelC ,c oLr citlr.y
lo negclicl* ccllerlive ogree.ienls coilsistonl wilh olr rcle ord*,1 lr: ocliilicr., rn ihe evenl ol c lcc1ur Cisoule ,!e rclld icrte cperclrcncl ri.:l
reoled lo coniinued ccmplir:nce wilh cur licerce ,ecuirenenls ci provicltng service fo clrstorlei: Arv cl::t rso coulc icr,re c mclerioi ldverse
eflecl cr ouf comecry.

Pensipm PIsn R,isk

recer;iy fii*c.l vcluolion wcs prepcred cs cl Decemher 3 l ?0 i ' , ori wos llle d in Nicv ?l l ? Or, .crl:l;ni ccrlrLlteC cp:prcx mye ly
$l6C nriilion ir respecl r{ ?Cl2 cnd cpproxinr:lel}, $]50 mi lron in respecl oi 2Cl *? to iis persir:r pcr ic scrlisiy mirirrrurn lunciincr

OIB thct sc:r:*- cl cL.rr pensior experCitlres cie ncl feccverchl* iror cLjslomeis cc,:]d hllve o motercl tdverse efl:ect cr.ur corrp-ry, cncj lhis
lrk nrry be exocerboled os lhe qucrlum cl reqlireC censicn cc.lrblticns ircrecses.

r,trl.\ACll.ri\l ,r )'SLl!\S i\ l!,\l) Ai,tAit:II
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Envirenmenterl &nx!*

srvironrrerlcl rr:llers. Howevor, given tle lerrlory lhol lur syslem encr:nicsses cnd ti.e cmo.ri cl eqli!rne1l llrcl we cwn, we cilfNcl

or*cs lhol rnoy love c sigrilrcori r.rpoct cir ctr operoticris.

rereCiclior pors for ou. ccrnpory untl cdiccent privr:te prcperlies. Arl corttr:lrclir:r oi olr properrios coltcJ iimit crr r:bilrty lc sel lhese
ossels in lhe Iulure.

We recorC n licbil;ry icr olr besl esllircte 61 11.:* presert uclL;e c,l tl-re iulure experdrlures retL:i,eC tc ccrplv will Frvircrrert CcrcCo,s pC3
teglicliors rnd icr h* presenl volue cl the lltlre expetNilurr;s to ccmplete rlr IAii procrtr The llllre expelclill,es recuirei 1o Ctsrhc:o*
rur PCB cbliccliL:r ore expecled lc be incurred over lhe pericC eniirg :C?,i, wirile cur LAR expendilures nr,s erpecteC tl bo rni:rrred

er:vtrcnrnenhl licrhilrtits cn nur bClcrce :heel We dc rc1 hove insurfri:ce Covercge fo,these Orr.rirlnrcrfcl experailures. LlnCer cfrpl,cr:ble

fcciiilies. \Ale reccrd cn cssel reliremenl oLrligolicr fcr lle pieserl ucl ,:e ci lhe eslimoleld iuture experCillres Tlro e:llmcles cie [tseC un cr

molericly lrom the eslirtcles rseC b' lle cncurj ol lhe ossel relifemerJ cbiigr.:ticr

T|'eio is clrc risk 0ssocioled wilh cblolninu SCVe.rnefl.,cpprevcis, pernils c: renewcris cf existirg cpilfcvcrs or:d pern-,iis relulei lc

electrici\, rcies. l-Jcwsver, o;:y i:lhre regllclcry Crctsior, ro ciiscllcw cr l:rnil the roccvety ol srri, ccsi.s r:crii hnve o rll*r;o odverso
ell*cl cn our compcny.

llnes cr",C clher eleclric scJr'.cs nov ccrlse heoith prcblerrs li rt rvere lo be ccnr:ludeC i.rr *lcrt.iI rr.c mrgnelic {ields presenl o fec]ih
risk, or gcvernrerls deciCe lo i.rcienefll exposure lirnits we coL,iC lcce litigct:cr be requl:ei tc tc[e cosily niliqnli,)r neosures such cs
relocclinu some ol llr lccilitic.: ct exnerience clificrlties r. ioccrirg ord bL,ilding rew, Icr,lrrtes Ary al l"er..o,:t i"o.. n.rlefi. civerse
*fi*ci or clr coupr;ny.

&&arke* snd Credi* R;$k
\Acrkef risk rofers primcrily to ihe risk ci lcs,. lhcl reslils lrrm chcnges rn ccrnnoCiry prices, lcreiqi- exchcrqi: rotes nnC inler*sj roies. We
Cc rol hove comnrodily price ris(. \{e do hover lcrerqr exchcrse risl cs w€ onler inlc i!re.merls lc !:rchcse nclerrls nnd 11qr;;prrre11
lsscciclol wilh olr ccpilci prooroms cnC prciecls llcl 1,s .g11t61 ir lcrelJn cltencie.s. Thl.s ioreign excltlroe risl is rcl nllerio
We col,ld in lhe ruture decide lo lsrue lcreigr currefcy rJer.cr-niroleC debt ,,,;itrh lvs rtcuiC cnlrcrpcle ieigLng boc( to Ccnccjicr Colh,s
tonsrslenl rvilh cur ccmpcrys risl ncr*gemeni policy Vr/e cre erlcsecl tc j]*ctr:clio:s rft rf ie:esi rcres .,,s oLI regulcteC role c1 reiurr is
Cerived Lrsing o lcrrnulcic crpprccch.

"l"]-re CIB-opproved cdiuslmenl icrmric lor cclculclinc R0[ i:r r deened ,eUr,L]nlcry cnpitLri slructrre cl d0% ccrr,mrn eqr;1v ;1nC f:0% debt vitli
increose ct C*ci'ecse L:y 50% oi the chcrrge betw,ee.r lhe currerrl lorg Ccncic Bc.d Fcrercut anr.i tle ,ishfree rcte esfoblislreC c1 ;1.i5% l",d
50% of the c!cnge ir the sprecd ir 30,yecr "A"-rc1eC Ccncdion uiilitr, bcrds cver thq 3Cyecr benchn:crr. Goi,errmeri oi ConcCc borcj y:elC
€slobllshed ot I 415%. \Alo esfin'lo1e lhcl c l% dccrecse in lte iorecosted icrglerr Goverrrenl of C:rtcjc bcrrri yie i rrseC tn cotermrrring

''lrllf O\: A\\LlA. r:lOil :'Ol.!
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curiclacl relurl\eolrireirrre o[fTicnsmissicrBusitess ?0,l,1 nel irroreb';ltprcxi:rcleiy$?0nii],cr, r:ricLrrliyclrcOne Nelwcrks
dlsirll:ulion business 20 l4 nel irccme i]y ilF,i:,fr:xrnololy $ 10 .nilicr Olr rei rncorne is odve rsely :rpcclecl by ri,ring rrie rosl mtes os

irler*-sl role ris[.

resell in exporure 1o crodit risl<, since 1!ere is o risi< cf colrterpcrty defcllt V1y'e nonitor cnC minirnrze c,edil rrsl ilrcrr:! vlricrs yEliriqres

ri"rk with respetl lc cny c[:ss cl lincrclal rssels Vr/e rre reqr:rrei ic pr6sr.i19 eleclri:itr, cr beLrll cl rcnneriirve reioilers orl ernneiieu .DCs

ielter-s ol creclri, which cre incorncrrleC intc cur service crgre L,rrls ," lh lhcsc c-to.l;:: ir, crccrdlnre r,lth lhe C[Bs Reil;i Settienrenls Code
Tle foitre tc prop*rly qrfifcqe lhese risks ccuiC hcue I mclerll cdverse oilect cr oir c.oilpony.

Risk Srurx ?rsris$en of r&ssefs Lseafed sn *&sar\re$
The lrnrslerorCs,, lryrvl-,ichwetcqrrredcerloirr cl i)nlcricll,,r.lro'sbrsinrss*si:sclApri I lgtq iicnnj trcrsferlillelcsonocssels
iorcl*C cn Reserves Crrnorlly, 0[ltC hc]cs legri l;tie tc these rssels cri we,-ncncge ther l'.1i1 we hcro cbic,r^,ei reaesscry culhor;znl;us to
corplele ]!e tltle trcnsier. Ic occupy Reserves, we musi hovo vclii pelrrts i,c.!JeC h.,, HE1 ly"rgj651y lhe Qleer in the lllghi c{ f,crcrrlo. Fcr eccf
petmil, we rnusl regalioie cr rgresmcni {lr lhe lcrm of c A/'emorlndrm nl LJnderstr:rdlng) with tle lrrsl Nlf;cr CIIC orC cny,rern11ers cl

ogre.menls lrcn: Iiisl \]clicns. ir ?013 rve pcid cpprcximctely $2 miilicr ic lrsi Nclrcir: rr respe.l ci ti.ese ogree.rents OFFC_ wrii ccrtirle

obicin led*,cr perm;ls. we nry l-,ove lc i-ek:cole lhese ussels tc cfher iocnlicrs c1 n aasi thr:t rcrli be slbslcrlicl. lr c limited nlrnber 1f crse-.

h*ve c; mclerci cCverse ejiiecl cn clr nel incornc if we ore nct ,;ble lc recolei.ii-.en ,,. iulure rcfe rrdors

ffiisk $rorm FrErvineicrl Srnrnenship o$ Tromsmix*isn Cqrridorx
Plrsuonl io tte Relicbe [rergy c:rc Cclr'slmer Frolerliorr Acl 200?, the Prcvincc ocqu,rei crvrersi,p cf cur lrcnsmiss]cr cc,r.iCor londs

expcnC olr syslems Aiso, cther lses cl ihe trcrsntssicn corridn s by third pcrtirs ir ccnltrclcr rvilr li.e opilrclion cl orr sysklms moy ricrocse
sule! or environrnenlcl risks. rvhich cou C hcv* cr cCverse eiierl cr, or.lr ccnporV.

€&ITIEAt ACESUS{?IN& FSY:$*A?GS

fesD*ci tc colxnrilnenls cnri corlingencies. Aclucl ,esr.llls -cy C'lfer frcr. lresa eslmctes crnC luclge,rlrts We hcve iCeriilleci tl.e lcllowirg
crilicr:l cccclriinn eslirrcles L,sed in lhe preporclion of our CcnsoliCcieri tircrctc Sicterrre".ls.

Revenues

ctslon{}is, blt rct br led, rs eslimcled onC revenue is reccglz+c. Tl:e rewly inp;errerlod CIS nhnse ol olr enlily,wlde sysfei-n :{prcvenerl

lor estr;ruling revonL.;e is oniicipcled lo be inplerrentoi ir 2Cl4 Ary chcrges rn eslin'lcte wil be crccrrled lcr lrospecively.

!Y)lC Cf.ll ^,NNllA. ll,CiI 2Ot3
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Regulot*ry Assets emd Licbiliries

becc,r:e it r: proboble llr:i ihey wil be ,eccve:oC in lurure rnles Our regulofrry rssels rr,ri',1\r ircl,ie lcsls rrlcleC to ll,e cer:srr:r Leneiil

nc longer proboble llcl the CIB wil ci]cw the irciLrsiol c| c reguiolcry cssel cr lifihilitv ir fp]1qs;"lur. tle ctpiccbi* lqryin0 cscrnl ol lhe
rogllcbry nsse'cr llr:b,li1 wrll be reliccted in rosuils c1 onerolrcns ir 11g p6piarl fi,cf i;e llcgenert rs m;de l;y monagJement

Environmenrsl lisbilities
lVe reccri c liobliilr, fcr tle *^siirncrted lulure ex$endilirre.. lor lhe conlln:in*eC LAR crd for the phose,oyt cnd Ceslruclicn lf PCB-crrlcri.rclec
rnineroi oii relmcverj lrom electiiccl equrpterl. firere ore urcerlcinlie: n esltmollrg llfure environnenlcl co-rls due lc polenlici externl
evenls suci (is chcnges ln leglslt'lio:r or requlclrons crci r.rdvcnces in renediul;or techrll6g;6.. lr d*ferm rirg thr cf.tourfs lo be,eco,rleC
cs rrvlrcrmsrlcl i;obilities, ihe L-ompcny estinoles lhe cr,rrerl ss5f 6f 6";lqpigiing ,eel reC worl cnC rrckes cssunrpiicns ns lc wher ihe

prcposed unetdmenl r.;cllC exlend lhe end-cluso cl*od ine lcr o,,,, ccrpnry's PCBs in cor;enircllons ol 500.ocrls per miilron c, ,rcre
irom )ecerrbor 3 I ?01't 1r Decerher 3I , :C25 Tire prcpcsed onerCmenr s srbje;r rs lipsj 6pp.61,;is belci: ihr erccreo reguloircr, is

hosed on regllclicns os clrrenly enrcled, cnd os sucL cur onvtfcrrrenioi iicbili\, cs ol Der--ember 3l ?Cl3 ts lcsei r:r 1i..e tlrreri
complicnce Ccte c1 Decernl:*r 3 I 20 l4

Kn'rptreyee Sutune $en*$i*s

rckrsll Decernher3l 2ClSirrcrecsedtc/.75%lrorJ.?JT.usedot Deremb*r3l,20l2.inconirrc;on,,,villincr*^osesinbcrCyielCs

aosii orc CeiernrneC hy iriepend-^ntocfiLories usng lhe pro;ecied he.ell, mr,hli piorcirC oi- service cnC bosed on csstrrpricas t!.r;l ,eflec.
-: j.-r n-sr-r '.o

c pension ossel mix ccns:slerl wltl tle pertsicn pirn's ;iveslnefll pc rcv Rellrns on lhe respeclive pr:rltclics crr: Celerrireci y il relerence ic
p!blrsleC Corcriicn ond LIS shc!. lndice: c;nd longlerm bond oni lrecsury bili irCice:. lne cssi.neci .rte- ol re-.trrn or pensioq picn cssots

Tfte rel resuil, cri o laig-lorr bosis. is c scrnswhci lcwereturn 1.\;n 6ighl l;e expecteC [:y inys5111" in eqrLllies ccne. ln ll.e sl-rc:j fsrn ]!6;ls;r
lcn cxperience cL,errciiors in octtcr r*lurl.

rrli'lr f \a r\\\UA: ilfitl 2llli
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CecreoseC lrcm 1.9% p€r of rum cs nt December : I ?Cl2 ln cpprorirctelv I 2?  per ornlr trs ti Dscerbef : l, ?Cl3 Grver ti:e

is,*oscnoble lc rse t;s o lonr:-lnrr, c$sumpliol lni cs s;ch, res irse1 o ? i% per onnlrr. lnroli;p.1is l;r llclbrll:v rtlLrnlilf, lur!\cses os cli
Derenrer 31 2Cl:

css!'rptic.r! lrcreoses ir: lile expeclcncies c{ n[:n neili:ers resu]1 ir lnrrer:ses;n pensicn onci posrrelirenlrl cnC loslerpc\y'merl
berel:t ci:ltgoircrs.

expclte.] cllirns exp*rlerice r:ni l:uir.lre lrecll.l rcre co,sl ir..llcl cr A '% ircrecse tr the lenltf .crfe .osl irspl5 ,ry;6ll re:ui, r :" lnc:e.se rn

servicecosl cncl inleresl ccsl ol crpproxim,;1sly$71 millicnDeryecrcndo-,:crecsoi;-r llreyeorerCohligclionof cbr:rl $2jBni i3r

Irrnlcyee ir]lre benel is ore irrclLLCei in la[ax1 cc:is lhri 
"re 

Eriirer chrrgec ro fesrlls ol cperolions cr cnpitcli:eC cs pc.t ci ihe c:si ol

etuipn:enl crd irlcngihle cssels.

&ssef lxrpeir&xenf
W!1hir c:r regul.rfei bls r:esses, lhe corryirg cosls of ncsl cf ltr icrg-liv6l rsseis ife irclL:dr:c.j lr rnle bose whrre Jiey ecrr rn CLB-cpprlred
role of return. Assel ccrryirc vclues cnC the reiofed relurn c[e r91;1,sr6l llrrcr,gl 1pp16y^d rctes. /is.: res;i], srcl cssels oro crly le:tei lor
i:npcirmerl rn lhe evcrl thol the C[B d;scr]iows recovefy, in whllo cf ir irori or ll slcir n clisclicu,lrce s luogoC to be r;,cbclrie \.Ve :er:,;c.]r,
mcnilcr lhe csseis cl err rnregrlcted ilyCro C)ne Telecom sl$srdiory fo: irCrcclio:rs cI in:pcirnerf. As cr Decenher ll 2Cl3 ro c.rsel
inprcirn:erl hr:C been recorijed lo" cssels wilhrn orr regulcleC c, lnre!,Litei blsinesses

nci irnncireC cl Decenbei 3 I ?C I 3

b!$cL&${JRE CQh{TmSL$ ANS INTEnNAL e$N?RSt"$ SVgm struANetAL Rxp&mTrrs&
1i: cplirize cur cuslcmer sorvice operclions, we implemented lle CIS rncCus c1 SAp Tlis neit syslem rsploc6l oultr:lo legrcy topllcrlicrs

C*rti\'irg Ollicers l.cve al:c cerlilieC rhor iisclosure controls cnJ nroceciu,es IDC&PI lcve beer desrgneC ir proviie recscnc[:]e ossurorce

corirols cver {;psr'1i11 repcriinq {lCll) hcve treeri desiqreC to provide recsc,rcble frssriin{:e regrrdr-g rhe r*iicill \ ol iironrrcl repcrli.q apl
the prep:orclion cf ihe Consolidriei Iincncic] Slcierents. Bosec on lfe evolL:cllon ci the iesiqr cri crercting el:fecliveness o1 c,,, .orpc.r,',
DC&P tni lC[R. o'.Lr ceri:fuirg olficers conci.decJ lhor our comD.:].y's JC&p :'-.c ]cFll we:e Elfec:rrr: rs c- )ecen ce, j l 201 ..r

r'1Y)tC C\i rr\\l.lAi" [:POil 2013-WW
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funcolidalsd S*s$crn*nts o$ Operotionl ond ennrprehemsive lneorne
Yecr endod Decenbei 3 i fmrllcns c/ Concdior dollo'rs excepl O,llorrts per slcrcJ ?s'r* 20r2
Revenue

Nel rnccme

Bcslc c:rd irlly d:lL:ted eornirrg5 per ccmncn si:cre

Ccsf, divlt'lenC: prr con rcr shore

Cnsh CiviCerC: oer lreferred sfcre

s,sr4
&s3

r,8ss
?,ss&
3.3r5

)./ /.4

7A5
7 iall

3 523

I 3ZJ

5 ,A71

0,1 I

b ?28
I {nil

r 3/5

{onsolidated Solsnee $&ee&

Decenher 3l fmillions olConocrion dcllo $l x0is ,nr'f :0rl-f:trl 
ossels

Totcl lcrg'terrn Cebt

Prefered shares

31,625
$,&5r

323

?0 8lt
8,r r'A

aii

t8 E3a

$ 008

323

0tlrer
Yeor elCeC December 3 I imrllicns oi Cr;n*dir.rr do/lcrsi ?013 :0t2 ?0tI
Tolr:1 ccpilol inveslmerls I,394 i lyr.tL r) 1t/

r*sw AeeCIuNTls*& pesrrsu&ter&&sru?s
Recently Adopl*d Aceounfim$ Fro*puneememfs
ln Decenher 2Cl l, tlr* f ircnticl Accounting StcrndcrCs Bccrd {FASBI issreC Ac:orrtrc Sl,:rCcrcs iptir:te {ASLI 20 i i I Balcrce Sheei
{Topic 210): Disclcsrres cbcrl Oilsetlirg Assels cnd llchl ilies. Tlrs ASU iequires of erti\ fo Ctscicse bct1grcss cri ,ret irlcrmltron cbrut

pclerlicl eireci.: cf thcse crongt cn. L.r, .in cf t 1\ s 'rt r:lcl nosilior Th s ASi-.] wcs requirecl rc be crppilei retrcspeciively cr,d wcr el:feliivr

inpccl on cur Ccrsol;doted Fiurcicl Stcleme nts

Clher Ccrnprehersive Jr;l:rre . lhis ASI reqLLires on erli:y t1 praylgs i1iarpallc,' :bcLrt 1i-. cncilrij rellcssified orr cl ccrLrnilciei crfe,
comprehensiv* rrccne bv.oniporent. ln cCCil:on, cn erliV is reculred lo presorrl eillter nr tte fcle cl ih6; rlol6;nefl where rel rnaone is

presenled or in the noles sigrilccnl cmourls reclcsslfreti cli cl cccliruloled other ccmprohelsve ircclrr rv ihe respe:iive llre ilerns oi nel
irccrre, bul cnlv il tre i:rcu.r recics:ilret-j is recui-eC llCe, [-]S GAAI t; be reclcssii erj lo nei rcorrrr tn ils e.lrrov:r lhe.:c-e fepcrtifg
perioC. iir clhet c::.cLtrts lhoi cre nol required unCer U-q GAAP ;c b: :*clo:slflerj tr ihe r enttrely 10 nej inccme, cn srlill is reclrired 1o

crcss-refererce lc oiher discics,rres reqrired under US G/iAP lhot prcviCe cCciitic::cl clottii rbcut thcse cro11..ris. This ASIJ wcs rncrrer] tc
berpclloclprosreclvelycncl wcseflec'ive|orllsccl yeos.ondir.lrermperocswrlrlnrio-qe yerrs beg,.rrgoilerDe:ember l5 201?'li'e 

odoplinn ci lf ,s ASI-] Cli not htve c srrnircnni lmDcit cr clr Collscliclclei irnonc ct 5r*';n,e j.

*eec*f A*couniing Suidorce f{of Yef ,Adopfed

tcv benelils lhis AS,, is ellcrtive for l;sr:al yecrs. cnd rlerir, periocis iviihin lhose yecrs. begrnrino elrer Deiember 15. ?l J crrC shclic re

ASI rs rol lrircr:cied lo lcve c sicnilrccni impocl cn olr Ccrsc]rclci*i [:ir:oncir] Slrie:ren:.s.

rl yr:PQ ci..t: Ai\ l\,-.lA: !:r,;il :! I .j
a:tl$ ll iv
iri:li. ! \i!!riN.".!_" 'r'| ': r
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cullure, shcreholdor volle o nd productivrrv c rd ccst-el:iecl L o*rer:.

Giver: the ncrure of the wcrl underlcker by clr employees onc ccnlrcclcrs scfe! renr:irs ou: lcp priorily. \1,/e wr conlinue lo irocus or
crecling cn in]ury-free v'"orkplnce cnd lrorntorrin$ pubiir sr:fely lhlclol sevornl \eolth orC srfeV irificltves ircLdirg r-rroirtrltrl.ra o!r
Cl-lSAS l8C0 I stnndirg

fcr lhe deiivery cf services, erlcncirct crcesslbillry in perscn b,1 pl.ore cr th.c,rg::.ur wsI pr:rlol ond,ror oL.ri mo]:iie o;rplrcclior ]c ersure
efiective sell-ssrvice lcr si;rpie lr*rsilclicrs cnd Celiverinq proqrcms which help curlcr.. , r!ll, r-_r r-: ih; -:._rqy acrsurnpllor

ir lhir prcorcr, c-cupled wilh exislino pi"ocrcms u,,lrth enlr:rce emptoyeo sk;lh cnC cr:iliq, wili help ls celite,hesi.ir.clcss service fc crr

reroin fcclsed cn mlnlginq lle tesnLLrc;nq req!irernents . I o irc.-r\ ng vrcrl p,rc;rcr thrc,rgi: clprorficl€ acnpepsclror poiirles, lcbou,

de,rccrcnhics prcvritl oppcrl.rrilies lliro!gh reliremefls. lc .esrru{:fure cnrj tilnsii:rr ti:e rvr:r!.lcrce.

Clr cssels ore in 1!e n:icJst o1 i: clernr:grr:phis chcrqe wrtl:;r ircrecsing prcporlicn ci ossets reccl:inc lhe rnd cl lheir experied serv:ce l:l:e lrr:

ossefs thol cre ir pcot.cndilron ond beycnd iheir erlecteC servirli irfe, r^,,rlhin lhe poiicy set by tlre OtB lrveslneris ir iechrclcsy. slci. *s the

wcrl crews lo [:efler nrofoge wcrk progroml to neel clsloriroi ieefls.

Tle cclr.;ol limino cnd experdillres in cur busiress picr cre precrcotec on chroirring vc*iols cpprclcls irr-luc*g: c[B cpp.i:vrls urc

with First Ncllicnl crnd l"4etis ccrnn:urllies

Flfectively crnd elllcter:tly rrlncgirg ccsls is cn impcrtcrl porr ol ocirievinq lhis billcrc. Cvelhe l:s1 frve yecrs \ /e tove repllceC .,651 6{ 11r
core 1T syslerns wilh on enlerprise-w'iCer lT syslerr. F:rtler devpllpr*n, cl the erisiiro 1T pk:tlcrm wiil prcvrde tocls r,.,lich crre beirg deve cped

wilh lIe OEB's cJirscl;or i.r ils re\1" Cltccnes Bcsei App:ccch tc regulction

inveslmerl in our ll'/c:[flcw l:1 lhs 1ri,,,. initic.ri,ve w-- wil] brinq t.:gelher dotc-r. rr:cyl cs nrcl rcblliV ro *llcw olr emplcyees, especlnily rhos*
ln tie f;elcl, ic io more al the icb siie v;ilh their rllcbrle deu,ies

r.l,.ri\,(c!r"r,l\l 5 DrSairsstoN nN) aNAiys !

i1v)?c o\i: {NNUAi RlfC?i ?ct3
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Signilicort cQplriuni\/ resiCe$ wllh srirt meref: cnd ii.le proliierolion cf cn ADS lncluCing enrr:'.7 eil ::erry iemcrrl respcrsr crC
dislribL:led'resource loc!nolcgies. We vul ccrli::ue lc rl,resl ir'l lhe cleveloprnent of cn ADS r:rC reloteC orii node:nizolicr slcndc:c..ls

cusiom-ar demcrd work {ccn:eclior$ ord upgrodesl, smort melers, DG corneclicns irclL-,clirg stcticl;pq1sd.s, prcleclion crC ccnlro].
new lines ond sotre ccrles:oi:le wcrk, lr:, w|:i:l-r we w ll ,ecerve clslo..ef ccpil:l corlribltirns flerr is ll;tic i,ex billiy lc reduce lhis wcr.k
cr "nosl of il is cusiclrer derncrC driven

As sfewcrds cf slcnilitcni ele:lri:iiy (-rssels, we ore comr:i'!ed lo lle prctlclicr clC :Lr:irrnmenl ci iie erviror:nrnj for. lulure qere:cticrs.

bu:iress Cecisicrs.

Consislenl wiih our ccrparcle sl.ategy, wo',vill orrsle nr IDC consclldrlion cpplccch liul rs roi.rusl brj nri:cerl, ic frci ilote ihe corsclrcrtion

i:e lclnd ll-,rough consol dolicn cl Ontoric lDC.s cnC we cre [ey to iie so]ulir:n. Cilr piof does rci incllCe l:urrJirg ior IDC ncqrisifiors
cr ossrme cny dispcsilior oi cltt sorvice brritcry. Tlrese opporlLrnrl;es wiil he moncged cs lh*y crise. Cur ;:lcn aiso Cces ncl lr,.cornornle
ory proiecis reluled b corpelilirre lrcnsrrilstcr. Horveuer, cs iecders ir the sertor, \r'\ie pci to b;C cr lcy piolects Ine OIB ncles ir iti
fiorneworl lor lorsn,ssic,n Proir:cl Derrslcpmenl ilons rhor whero prciocis are clhorwise eiluivclerr cr ccre ri. olher Inclors, rniormclion
sllci cl scci*eccricric beneliis. inri;Cinc Firsi \oliors rnvolvemsn, :cuid p.;y3 Ce:rsrve ,r c runpei iive b,rj As luch, tirsr Ncficns
irl,olvemerl in conpelitive b;ds is llkeiy lo becoile more prevolenl

Appsrh{y,\&rN} sF (Aas&truE MAAefr LL*
Cr Novenber '1.1 

?C12, cur Boord nf Direclors cppoirled Ccmre ll'crr:ellc tc the roe o1 Presiderl r:ncj CIO efieci;vp]*.,,o10 l. ?Cll

cver ?5 yecrs ll expeiience willr cu, ccnpcry fis o ser,of execlliv*. strologrc plonne, ond cdviscr cn lrorsrnrrsi!:r nnd Cistr hriior. rlllirrr
piocesses n 1ie eectric rtiliry induslr/.

elrAn*Ggs T& oun s&&es &r tstnre?sxs
Cn Ncvenrbet 20 ?0,l3, ScrCrr Pi:qolelio wcs cppcinleci lc olr Board ol Direcicrs. 1u4,. Fq,p,rlel c rs lie Director ci Slsrress
Develcpnert cnC {}bocl llicirets ci Prtcewl;erhorseCor:oers Corcdr: She rs ll.sc lle ahi.i ixeclt,vr Orilce, oi ile WrnCsorl:sser
Ecorcr ic D*veici:renl Ccrpcrciicn.

Or Ncvembe: tZ ?C13, Cciherine Korckotsoris wcs cppcirleC tc tur Boc:d cf Direciors. ir4:. Kcrokolsonis is tle Chief Operctirg
CI{icer cf r\Acit,:or r,*rslriieiC Orcup 1nc. clnd cisc serves cs Drrectr lnd Secrei:ry ol lhe lcrcrto-cc5pj 66n5qltirrg encincerirq lirrr-

OnAuglsl l2,2ClS,..lcnetHcderresignecj irorcurBcclrdof Directc:s.V,.s FiolCerlrcsbeenon:ember cf orr BrcrCcl Dir;ltcr.r
since Jrly ?C 1C

re kWA KD ","SS K I N& ST&TS &A X r\tTS A $* m I N S CI X&&Ayr*ts
Clr orr:l ond w'illen pLrblic ccr"nrunicrlicns, incluiirrg lirls iccrment oiler contcr.. irrw:rC-loo[]rg stcierenls ilul cre i:r:sed cin cLrreft

:cvirg.l, prctess lmprover;rerls, cnd cusicTnef sclislcclicnl cnd the:: con:pelic:r iotes; ex6:er:tclrons,egcrCing ll.re reccrrortbrirV cl *rlle

ii{DRO C\i Arl\thl lif !'-CRl 2f l,!
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expeclolions rege;rciing wcrl. crC ccsls c1 compliqnce wilh envrinnmenlol ond her:llh cncl scfe\, reqlicticrrs, stilemerls reloteC io tie LT[p; ord

excepl crs required by icw.

chonges in lhe legislolive rrC'6ru,ot,n, ircneio,cr( lor Cnlcros eleclrici\i mcrkel, lcrcrcbo iiccistcr:.s lrc:r 1le CEB orcr clher regulctr:ry

chcnges ir: envirormenlcl 'equlciion. nrC.c riqniltcorl eveni cccu'f inr clr.id: rhet:riirnry colrse ol blsines.s. Tiese c.ssun:ctir.s cre b::ei

preCicteC by such lcrwcrC'cckirg slilernenls. fr/r..;le v,,e do nor know whci rmprcl cry rf tlese Cifl:erences rc1, icve, clr itLrs;ress, resuifs cl

fo irlie r roleric;iy ircm ll-re ,esuils expressed cr inpliei ny fnrrn,rrd lcoking slcbrerls incilde omong othe, thif .t5;

* lle ri:ir 1!cl urexpelitd ccpitci inveslrtenls nrcy be rrceded lc src!cf: fera\fcble ;*ne,cr;cl c, resclvo lnlc,ese*,, lechn,ccl rssles

* il'3 l,l51< lhcr prevrcu.:ly r;icnled reculctory cpprcvr:ls .rcy !:e subseq:e"iiy cl:cllercea, opneoled or clerrufneil

$ ii.i{ ;rrb iiiy ln ;repore fircrnciol stcleTre,rls ;. lJ5 GAA?;

$ i!€rimno.inirhc?0l0lltrPonC1.!e ?Ol3ll[Prrorr.orrparycnd]lecosi.:ondexpt'nsrsnrs.-rthrrrir,r:,

* ihn risI thr;1 luiure ofvrronrrer:].ll cxporCiil,es cre nci ror:rrvr]rcble rn flllrt-. *leclril .:r ,cie.q,

gcvernrnenlrl crders;

* ihe risl llci ossumclicrs llol Icrni l.le !:csls oi cur reccrd--cj environrnent*l itcbilll*s cnd ,obrecl regr,ioiory cssels mcy chonce ,

lrcrsil cring q65r ;1 ;;r lincncici cnC hus ress processes lo cr: irles.cted busine-is ,:r:d irntnc cl repcrrrng sysjem.

* ,ht rtsls ossocrcfed wiih ch61g65 in lhe foreccsl lcnc-te,r Ooveirrreni ci Ccrcir.: bcrd yleld.

* 'Le risk.: relnlecl ln cr,r worklcfce Cemcqrcp!.rc crcj ou, t.:lenticl ircblllly:l clt.cci cri fercln r.iucrliiieC eerson"el;

* :L-ri:iic oppcsilion to crc deloys cr tlenicls cf ihr reouisre oplrcvcls crcl cccernodctir:ns lor-or, cl:rrrC Dice:,s,

* ihe ri.sls cssociot-od wlth beirq cr:rrcllsd by ihe Provirc* tncluding the possibilil rlrr:j lhe lrovirce nly naIs dec]rrclio,is p.rrsuon|o the
:':emcrcndum ol cqreemenl, cs well cs pcf+riicl :c'"llicl; ci i"rererl ihcl nry crse belwoer us ll..e Prcv;rre cnd re[teC pcrties.

x ihe risis cssociored 'r':lh being s,;bi*ct 1o exlersive rs;sisri6n including risls o-ssccir::ieC u,it!. O:B cciian cr lcilic1, inriuiing regrlrrlcrv
decrsic|rs legcrdilo 0rr reveiue [equ]renenis, CosJ reaavary. rtles ccqlls licns oncj Civeslillres.

* ;nor:licipoir:d r:hcrg:'s ir eltci.iciV r;jrn,c;rd or :r our ac.!r.!

!r)irf c\[ AN\tJAr RapOPt 20]"i-"WW
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x tie risi fhc;r we cre ncr cble 1o cronle sr:flhierr cosreffeciive linrncing ti re pcy mctrrif C debt urr: rc ilrcJ cci:ilol irvesirerts cr:j
clher cb iscticns;

perlcrmorce cl r:lr ocing cssel bcse;

lci lasses resi-;illng hor llese events;

* luture 
'rieresl 

r.ries Irrire lrvestmeil fehrns, irllcior, cicnger il beneiir: l.i c.lrigcs r ccilcri;l o.5sur:tplio.s

* lire risKs ci cor-rrrterpor1.7 delcluli o" q;r ou:stunCr.;1 Ceryc-:ve .crt:rocls,

* tle risks rssccilieC !^r'iih crrre nl eccncrqic ,r.ce rioirly ori lincrc o mcrkej yslctil iy

* ihe rls\ iinf olr long.tern; credai rciini; wrulrl Crfe,tcrcict

lnergi is lerrnincled cr expires belore r: new serviae QrcvrCetr is seiecleC.

* lhe rnpccl oi lie cwrershii: by lhe Pilvince ol loris L,nierlyr:q ctir irirsli s: ori sysiem. cfr
* 1ls 6bil tv lo negolroie cFpfoprial* cciiective cgreere fis

Risk Mrrncgemert lrci Risk Fnctcrs n thls A^D&A Yot -.l,ollC rov,ew t!is seclicr I Ceicil

expenCilures is provideC il orCer lo qive ccflexi 1o tle rcture ci scme oi our lltrre plnrr r:rC ncv;rct ie cporcprnte l:c, oile: purposes.

on the LIS Seclrlres cnC lxchoflee Cor^rn:issici-t s yle bslie ct ww!/.sei.gc!

rY).po or...tI AN\it]A| !:Pctr :r,,r:
il\N-:$.{a*\
tltri;$Xr$,$\*"....,..'\t$*.(\\\Y

":.,llLl:))ri.
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Io the SirrelclCer cf Hydrc Cne lnc.

We hcve ouClled lhe ilc.i.iilcnylfc CcnsclidcteC Firorciol Slclenerls rf Hvdrc Or:e irc. wlich trmprise the ccnsolicloled l::clcrte sheors
crs<rlDecernhe'3.] 20l3:rdDecember3l.20l2.heconsoiidoiecl stnleirenlsr:ioperclicnrcrdccn-prellersiveilccme,chongesir

explonclcry lrlcrnuliorr.

Monagenrenlt &esponsibi/ity &r t&e fons*lidnted Sincneir:J $torenr*nrs

A,Acncgemenl is responsible lor lhe prepi:,cf;cr cri !or oreseniollcrr cf tirese ConsclidcleC [incrlic] Slcle menl: r occcrdorce .r 1r
lriled Slctes ()enercliy Accepte<I Accolrling Pri,rciples crC for:lcr trlernci conlioi es 11cnogemell delern:ires ls rocessor-y lr e,rr:i:lo
tl-,e preporclicn cl Crnsoi;cJcteC tincncial Slclemenls ll-,ul cre lree frc:ir nllrriai rliss1lterefl wh*llter Ci_.re io lcrc or eiror

Auditrors' &*spr:nsi&iliry

Olr responsibiiily is lc express on cpirion cn tl'ese CcrscllCcleC Finrrrici Slclernt:nls bcsect on olr olcJils. \A.te ccrcrcted c'r olCils ir

cnC cerlcrrn the uL:dil lo chlcir retrscncbe osrrlronce cL:eul w'hefher the Ccrst::dcrl*-C l:ircncrcli Slclerenis c,e lree |rom nrcilericl misslclemerl

bul nol lor lhe purpr:se cf expressing cr oillnici- orr lhe erilocirvenoss of the enl 1y's inlernll lcrlrol ,a,r, csCrl ct sc ir.rc ucjes evoilglir! lhe
irpprcprialenessoi occounlingpcltcieslrsedonClhe,ecscrcbenessoi ccccurltrgeslrmclosncdebyncreosrerl csv,,tlcsevillcrrq
lhe cveroll presenlclror cl tle Corsolidcri*ci Fincnccl Stclererls.

We belleve r.lc''he cld levrdence v;e hr::ve r:bloireC rn orrr oLrdris is slllrcrenr orC gpnrrprir'e lc prlvi:e c llcsrs ic, clr cudit onrn cn

Sprni*n

ln clr cpinicr. hr C:rsoliiolod Fi.crrirl Stclr.,menls lreseni lcrrly in cll mllercl reslro.is, .l* ccrisclidcterj incrciri prsr:lcf c{
tlydroOnelnc csnl Decer[rer3l,:Cl]oriDecemi:,e; 3I,20,i2.crditsrcrsolidclerJre".rlsoloperclicnsorrcrrsccnsoidotecl lcsl
f cws lor ihe yelrs lht' 9n '",1 ir orcotdcrce wrlir ilr i..i Slrles Gorrcroil,y' Ar:,:eptec Acci;urli,,rl lirnl 111-.

x*$Sr-s -d{}d

Clcrl*red Prclessioncl Accolrlonls. LicerseC Public Ac:llrtcnts

Toro""k:, Ccnndn
Febilr:ry I 3, 20 I ,1

irYfic c\! i'\\Lia: !:!{)il .licl:1



eON$mLl nMf n $TAff,\Af NTS Of mpf KA{tnh"i$
ANm e0&rtpRrF{SNSIVI' NeS,VlE
For ** yeors end*d Sc{ernbmr 3} , ?0 X 3 qnd 30 ? 3

,,,rll,a I I 1_r 
rr : : _1 i I \A\ L rr I _i : .]i i ir r.ti \ |

)bcr enoer: December .7 I /mlllir:ns of ConnCicn Ccl/ors, e.rcep, per slcre cmr:,lrllsf 20!3 201 2
Revenues

Dlstr;bL:t:cn {inciries $lSC recred pcrty revenues, ?0 l2 - $155j lNore ?0;
Trcrsnission {incudes $ i,5lZ relored po,ty fevenues. 20 l2 $l,At2) /Nore lOj
Cthor

4,4&4
T 

,S?*
&I

t.,Qt

I r13/

b2
&,&r4 5 7?8

Costs

PurchcreC power {includes $2,500 relotec pcr\ ccsts; 2Cl2 - $?,40al lNole iCl
Oper-clion, rncirlennnce crC ocln:rnrslrr:licn flJore 2Cl

3,S?S

1,1S6

&v&

? 77A

1,0/t
559D--precici:cr clci c:rorlizclicn fNore 5l

4,SS? 5044

lmcpnre befor* finoncing chorges ond provisiom for
psymen*s in [ier* s$ {orperfrte inesme tuxes x,?r2

s&s
,/ ,/ r1

jisIinc::cinq chc: r5;es ilrlr;le dl

lnconre before provislon $cr poynrents in lieu o$ e*rporsfrr income *uxes $*?
n09Prcvrsicn hr in lier: c{ ccrporcie l rrcome tcrxes I,NJorcs Z ?0t

B$5
r?l

Net inrome &03

Olne: r:cn'6:rehensive inrcme

€ornprehensive income &s3 746

Eosic snd diluted ecrninqs ner commonshgre , o . ,
t atlrel p,850

ulvtoends o€r esrlrmon shore deelcr*d /Ncte lQl ?"$8e 3.5?3

Sle occrnprryirE r:les tl Cor:llic'ci:d rrrlrcrcl .Sirlafifils.

:rY)RO Oi\t AN\i-lAi i:r{-rtT 2Ct:l



l::)\5l):'11^ta) | \41\ll" al 5in: 1r'.1;'

csNs0l-rnATrS
&ALANXC r $h{rrT$
At Secember 3l- !S13 snd 2S1*

Decer.,ber 3 / lmrllions c/ Cn,rcCir:n rric,] ?sT3 701 :)

Assek
Crrrerl css*-ls:

Ccsl trd cos|, eqrivclenls /Ncto i3l
Accour-ls recervob,ie {r,et o1 ollcwcnce fcr Coubtful occorrts - $3d:: 2Cl?, $23) l\oe 8l
Due frcrr relcled pcrties lliore 201

Regrlctory nssets llJoe i li
A{cleric s oni supplies

L: . -: o -':. : 6 \'r*
Derlvctive ifslr!.ref ls /Ncte I3i
l"veslnenl /Nyes I3. 2C,

L)ll.e I

56$
9X3

1$r
d.r
23

1S

&

?51

2&

tq5
8r5
15,1

29
23
l8

D.
3,0s& I 28a

Properly, pkri crC eci.riprnert /Noie Ql.

Properly, plcnl l:ni eq!rprenl ir 5p1u1."

Lels. ncciri.rrlrled deprerialilr
23,&2*

&,&15

././ ().)!.)

I ll.)

Ccn-.lructtor in prcqress

lulure u.:e icnd, ci;nponenis ond splres

't$,*s5

I,$rs
i{,&

tr,-505
r 055

1, 17
I&"4Sr 15 ZC7

elrer cng'l*rm csselst

Regrlclcry nsse$ lNois I ll
lrveslnerl iNotos 13, iOj
Inlcngiileossolslrelci cccrmulctedcnrr:rtizr:lion-$25?'r! 2 $ ,, ,\.rr: -,
Gocowlli
Deierred debt cr,sts

Derivcllve lnslruffrsnts /l "!ote /Jl
Deferred inccne fcr cssels llJoto l/
Otier

?,&3& l c?8
25r
t0t

t :,1

.14

r9
l4
,

3IS
rss
36

&

l1
?

3.t36 8l83
Tol*l ossels 2 t,s3$ 8ll

S+:r rcconprrl.,rg r:tes io (:rrscliccted fiilorcicl Slotenrar15

:i!)iC C\a A,\.[.Ll]Ai R.-pOiil 20lr:



i i ' .r"_,

cffNtS0unArrD
EAI"ANCf Shi AfT$ {cmntinued}
A.t $ecember'31, 2$lS s*d ?0X?

.-.(.)r..lscr DAt:i: it\!,i!t At liAIiili\-!

Derember 3 I l,rillicrs ol Conndion dollors, except n unrber ol shr:res] !0I s att')
l"i*bilities

C!rfef1 iichilities'

Bonk inCebtedr^,ess /i ,!ole i3j
Accornts pcycble

Accrued iir:b; ities l\otes .2. i5 l*i
Dre ic reloied ptrties /\/ole ?01

AccteC rnleresl

l?eg;rlcicry licL:tlities 1r\ots I ll

sI
s3

v33
33&

lSS
&$

Lcnglern: de[:t poycbie wiih]n one year {incLdts $i0$ nersurei pi f61i, ygi;,g,

2C I 2 -- $C) INores 12, ijl

A")

140

-")/ a

?$l
q5

40

r5& 500
$$r

Lcr:g-term debt {includes $256 mecsrr*lj lt j:oir vcl re, 2012 - $76S) fNorcs 12, iJl &,381 7,87q
Othe , lon3 tern'r liobt iti0s

lcsl-relr renent o nd nnsl-er"nploynenr i:ereir r l, nbr I i h/ I,\ois l .rJ

D*iered irccnie tfir l;cbi itios flvore ll
Pensicr irenelit licbilrll lNors l5)
Envircnn*ntcl liobilities /Note I Sl
Reou ohry licliliries lNcte I ll
Ne1 uncncrlized Cebl prerniurns

Ass*1 relrrtrrer,l obliqolicfs lNcr* ifl

],*&s
I,1?S

&45

3SS

163

3&

ns
't4

r 416
)t r;

t,) -)

)?7
l8l
?J
1.5

)5lorrl-ierrn trcc0unls oayc,hle crC otl-rer iiilbillies

$,s13 .1 3ca
Totul liobiliti*s !.4,2',tS -, .)B

Coniingencres ono r:omnrrir,rerrts lNoleJ 22 231

Preler"red shcros {cuti..ortzeC: rr,lintteC; tssrecl: l2 n20.00C) /\lotes iB ler 3?$

$hureholder's equil"y

Ccmrnor shcres {cruthori;ed: unltmited: rssueC: l0C 0001 /\ot:s llJ, igl
Retcired eornirgs
Accunu cted clher cc::.prelensive lcss

3,314
s,r&r

{?}

3:tr
I 202

{a}

323

Totsl shur*l:older'$ equi*y v,&92 S Jtl
Totol liobilities, preferred slr*res u*d shorehofder's equih, x !,6?$ 2C,El I

Sen ui:ccoporyirc rrte,r tr (lorsol,icisd l-rrcr:;ri St;icrsrl:

Or behcll ol the Bcorci ol Directors

",fsrne* $.rnetf

Clroir
|t{ic}ro*[ .!. Mueller
Cl^rcrr Aldlt cri f ircrce Cclrnifiee

irYDR() 0r..Jt A\\LtAt iiPCri 2tl1

"



C a \ -! a I I ),(l i: l) i \ r:,:.i i A r-r ir r r./ li )J l l-

C CI N S C [-I DATT M STATT,\A fi r,iTS
CT CHANGTS IN SHARTHSLDTM'S X&UITY
For the yeors ended Deesnber 3 tr, 2S'13 snd ?0I ?

Yeor er"rd*d Decenber 3 l, :0 I 3
dol/crsJ

eorxnron
Slrores

Reloined

&qnninqs

,&ccumui*'ed &ther
eomprehensive

loss

YokI
$horeh*lder's

Squiryf m rllions oI Cr:nr:dir:n

.lcrucry I ?Cl3
l\el ircorne

Clher ccnrprelensive inccme

DivldencJs on preier:ed shores
' .e] ;

3,31* 3,?S? {si 6,$Str

&s38CIS

{} &} {'{s}

{}es}
ffecernber S!, ?Sl3 s,s !,4 3,vEr {e) v,ss*

)bcr ended Dece,rrber 3 i ?0 /2
c; ''/o./

!Ol-rllCn
Siores

llelcineC

fcrl lc:s

Accr"ru cleri Clher
r'Jorat P,3lrs11l;p

llss

Tctol

Shcreholcer s

Eq'i!lnil/rons ol Ccnodign

,lorrcry I 2Cl 2
Nel inccre
C)ller corrp:ehersrve irccne
U':[-'-
Divide nc]s on conrncr sicre:

? 827
715

1l Ql

r"'-!l

C]

I I

rlql

52
3t" :0r? J ..1 r+ 't ,n! $,507

Srl rl:lnplnylt rotes /r Ccitso/ilioroo l,llrcicl .slot rf.ls

llYr)!c o\! A\\LA: t:rOti :'0tl rxttat;\.)\\\
al\i}{i.-,{a*{N\..-.,.-..,-.,



ESNSSLi MATTN $XATTMTNTS
MF CASH FLC\,&IS
For l{ro ye*rs end*d Secember & tr , ?0 I 3 snd 2S I 2

aa\SCi lA:: ) i:r\A!all'r I lA, i f,i:,NiS

Yeor erded Decembe. 3 I frni/lions cl CcncCion dol/crsl x$13 201 2
Sp*roting sctiyitie$
liel incone

Invrrcnmenlc] expe::diirre:
ACiustmenls lcr non-ccsh iJerns:

Deprcciclion ond cmo(izclior.; lexclldirg ,ercvoi ccsls)

R*grlctcry cs;ets crnC l;cbil;ttes

Delered irccme hxes
Ciher

s0s

{16} ll,r

$sr
3

{2}

&

1IChonqes in nontcsh L:ok:nres re cled 1o operclions iNcle ? i,

JE9
)2

tsl
a

{3ll
Net cash frcrn oper*ti*g sctivities 1,4S4 : )QA

Finoncing sctiyities

lonc'lcrn Ce[rt issued

long-lerm debl retirecl

DiviCeris pr:id

' ^l .o ) r' .

Cthe r

1,i&$

{6es}

{? }e}

{r,}
is)

I /lc(

{600)

'i

ll
frXet cssh $rom $i*cncing $etivities s$x ) 17

lnv*sti*g octivities

Cr:pitci experditures fNote ? il
Propert,,, p clnl cnd equ;pmenl

lrrtorrgibl,- cssels

Cther

,3S31

rr$l
3v

i :73)
1a0l

tq
t{el eosh used ir investing celivitie* {r,3e5} {l ,ll4,1)

F{et ehonge in eosh ond cash eq$i\rslenrs 3rs
IS$

{33j
2?8Ccsl cnd ccsh eqr:ivcleris, l,eqinnirq cl ye*r

Cqsh und cosh eq*ivolenfs, end a{ yeor 5&S lq5

Slt c:lor:pfiyrrl r-rllls ic Crrsr:Icnir:o llrorcill Stirremerts

!Y)tc c\: ,\\NllAi 8t!()R1 ?013\r



NETTS T* CMN$OL}SATFM
FINANCIAt S"TATTMTNTS
For *tro yeors ended Sscember 3 1, 2St 3 ond ?0 ] *

r. ntse RtpTxsM &F Y$"{X 6U$tNgS$
HyCrc Ore lnc lllyclro One or lhe Cornpcny) wcs in.c'pcroleC cr Dece,i[er I l?AB uricier lhe Br.,siness Corpororrcns Act {Or-.trrio] orC is

1c clslcnels willin Onlcrio. Tle eleclricity roles ol llese bL-rsiressos cre roerlcled by the Ontorio Energy ltcc,C i013).

*. $:eNtfie&e*T A(esuNT,h{s p0iletes
Essrs of eonssfidcrfiom
Tiese Ccnscidcted Fincncici Slulemenlr incilde tl^,e ccccrrts cl lhe Corpr:ny cri lts wlcily ownecl .slbsidicrles: HyCro (ire Nelrrcri<s lrr.
{llyCrc Cn* Neucrks), Flydm Qps R*omole Ccn:mrnilies lrc. li-lydro One Renote Ccnnuritiesi Hydro One Ercrnclcr Netrvcr[: lrl.
1H';Crc Cne Brcn:plcn Ne[^",c;rks), Hydro C)ne lir]ercn l.r 1l lyrJ,o Cre hleccn). llyrirc Ore lcke Frie Link A4cnrgeme:rr lrr .rd
Hydrc Ore lcke [rir Llnk Ccmpony 1rc.

lrlerccrplny ii{..rnscclions orC bclcrces hcve been e liminoleC.

Scsrs of ,&eeounfing
Th--se Ccnsclidr:tei Iirnncici Stclements cre prepgl6c] orC prosenleC in rcccrdlrce vriil lJriteci Slotrs lLjSl Gene,olly AccepreC ,r\;rslrriirg
Prinr:iples ICAAPI cnd n Cc.rodili't do]icris. Certcin l:cmccrl:live ]:icr.es lrrve bee. ,eclessrj:led r1-. 69;;6111 to tlre nreserlcricr cl lhe:o
ccrsc idotec f ironcicl sloienenrs {lee Note 21 - Cr:rscrrdcierJ Srcrererrs rf cnsl F cwsl. ln rhe op:rnion cl rncnoeorerr rfrtse Corrsc iiliec

cnC lcr tle vecr erCed Dec*rbe, 3 I 20 I 3

Hyiro Qre perlcr,'t:eC cn evllui:t;cr cl subseqL;errl ovenis lhrcrgh lc FebrLrcry l3. 20ld the irr* llese i-.r:rrsoilrjal*C Fironciri Sfulernerts
were issled. }c Celerrrine wleiher cty everls of troa$ccl cns wcrronleC rercgniiicn rnC iisricsure ir tiese CcnsolidoleC [:ronrici Slclenefls--\ ,, ..

Use of rfronogeNllenf f$fimafs$

lo he recscncble ot tle lino il,e arssLrmpliors clie moCe r,r,ilh ony oCru.stmenls benc 16119.ri7si ir :eslils ci operciicns ,n llre i:ericd llie.l

oslimales, rvhich rncy be irlr:cled by llture cecisions mlCe by $e otB or rhe prcvrrcr.

&lxfe $effirg
Tie Ccrnoonys Trcnsrnissicrl Burrness incl,;des the soporrlely reeuicleC liors{rs,s cn hLsless cl lJvdrc Or+ Nel."vorls. Tne Coripcnys
consclidoled Di.:tribullor Business rrclud*s ll,,irjr9 Nl" Br:nplr:n Nelworls, Hy,irc One Rencle Ccr.rL,rties, cs we lcs il* sepcr.tley
regulcted dlslril:uticn busires: cf HyCrc Cre Nehn,crks.

Tfe OtB l,crr apprcved lhe lse cl US GAAP fcr role selli, r r'r.j reJ. or. y l o ^l,n; o,rd rocortrg by liyi,o Cre Nrt,,;cri<s lrcrsrt,!slon
cnd clisfiibltion businesses, os well ls by liydrc Cne Renclo CcmmuniJies beqinrrng,rilh lle yec, lCt2 I.Jvdrc Oro Brcnpicr Networks
crrrerlly uses ConcrCion GA,AP fcr ils CisfrlbL:ticn role,sel| r5j pilpcses.

\iati( ia) act\tsoilD1.r'iil l, \a\r.:tr !.r:i\.i:\.(

iiYtrRc o\l A\\jlAt t:PCt] :lt_l



NC i a 5 la.r CONSOi lDr\r: I i, I \d \{lt r.i Stt, :i.J,i \ rl

Ironsmission

lr I'A*y 2C i 0, ilydro One Neirn,or[s lrl*C c rosr'clse'vice opF iccrior wiil' ttre OIB hr 20,l ? ircnsmissi.r rales. Ji^e Oi3 cpproveC c rever]ie

reqLr;renenl cl $l,165million. lnDecember20 l2 rlre![[1p:prcvedcrevenr]e ioqiriiement ol$l438mtliionlor20l3.Ihe reCrced

Disfri&uiron

ln 2010, the OIB cpprcved r: revisei ?Cl I revenre requirorn-srl ol $l 2lB n]llior orC ?0ll CistribL;fic.r roos. l-{vdre Ore Noluvorks
elecle* lo reloin lhe scre clisirr[:ul]cr: r11f65 fqr 2Cl? cs r:pprcved ny he Cll3 l:cr $e ?0 I I ri;ie yenr. lr.]une 20 12 llyirc One |ietv,/orks

cn rrrciecse in cveroge clistrihllion rcles cl cpi:rcxinclely 'i .3? rvilh cr efiertivs dote olJr:nucry I 20 l3

lr:Snpiemhet?ClI H''iirrQneBrnmplcr\.leluroxslleCcnl!\r\orulrc:ironrviihtheC[3 lcr20]?clisifib\rri.nrcres. ln]cri-nr,y?0i? ri.e

princtily ii;e ic C[3-:pproved odrLlsrmerls ic decreciolion rc]es lr Alglsi ?C I i lycro Ore S,cnpicr \et,vorks liled r:n lRAA nnnliccticl
with the Olll fcr ?0.l3 Cistriluticn rcles. ln Decerrber 2Cl2 lhe OEB opprr:':+C cr lncfecse ir cvercge Crsl;ib;iicrr rcles of cpproximrrleiy
0.3?/., wilh on efieclive c-lcte of -ir:nlr:ry I 2Cl3

opprcveC cn ircrecsr: cl opproximcteiy 
'1 

I % tc bcsir rcles j:cr lle rjlstribrtiof ond Se rrercl on ol e eclric;t;. wif! cn elfective Ccle ci Alt,.y 1 
,

2C 12. In Septerber 2Cl?, iiydrc Cne Remole Ccnrrrriries liled c cosr-cf-se.vrc* rpplrcrticn wiri lire Of B lcr ?C 3 rcies, :eekrrc rpp,rvr:i
lcr c 2Cl l revenre fequiremonl ol $53 million. ln;lne 20'1 3 tlre OEB cnprcveC c rever:re reqrirenenr oi $51 rrili,cn lcr ?0,l3

ffegulofory Ae{s$nling
ihe CEB l-:cs tle qerercl pcwer tc mi:luie r:r exclude re,,enles cosrs eairs o;-ia55.5 rn ihe .cr*-q ol o spccifir peroi. res,"llrtng in u r:honge

the appiicotion ol rcie reguloted ccco.:rl;rq. g virg rise tc ilre ,ecogniticr ci reg!lotoly cssels clrd linbiliiies. The Corprnys regu clcry cssets

thci they will bs recovered ln fulure rates. lr o.lCtticn lle fq;rp;ny ircs ,ecorrjed regulotory llcbiliites ilrnl generr ly represerl sn;11f5 thcl
cre refurdcbio ic iL:lure crslonrets. The Comnory corlirulily cssesses the llkelihcod cl ,ecovery of ecch ol rls regrlctcry cssets r:rC corllnles

lhe Ccnpcr"ry iuCges llnl il i: nc lcngor probohle thr:l the OEB rill lrrl,;de c ,egrictcr,v.sset cr lirbilih/ ir s*tlirg iutrre rctes the cpprcl.ilte
cr:rrvirC,.as;.,1 lvill bt .ellcclerj r., resulls ol opero:iorrs rn lic p,:riod rhrlr int llslr,;,rsrr.;rl is trojl

(os& ond fosh Sqr*ivo{enrs

fasi cr,C cosh eqL:ivo1en1s irclLrde acsl cnC s!r:1lerm irvesf:ne'rfs wilh on orclinol rr:clur1, of thros ror,lls o: isss.

S*y*nue &eeognftr*m

cl r6r1Llpn. Slci reverue is recoglizecl os eleclllcity rs |'crsrnilleC.:nC ColivrlreC lc aril.irsrr

Distrihuiicrr revenues frr-e reccsniieC on in i:.cfuo bcsis cnC inciude nilled :rC lnbilletl rever!.res Dlslr brtio,' .evsf re;s otiribulcbie tc tne
Celiusry o[ eleciricily cre bcsed cn C[B-cpprovei d.slr;b;:licn rotes c:d cre recoclry:ed c-s eleclrici\. rs de tveied to crstcners. Tlc Ccmpcnr
eslimoles rnonlhly reverte lc, c pei-ict] liosed lr rvhclesoie eielricily plrchcses l,:ecaL-rse c!slcner metars tre rrcl i;erefoly recd cl the enci
ciecchmcnlh.At theerColeochmorlh, lleelcctrili\CeivereClorrsloreis,blrnoi biled iseslinclec' lnCre,.,erue rs'eccgrzeC Iie
lr[ii]ed revenle e,qlirNcfe is cffectecj iry, erergy cemrnC. wect'rer. lrie osses cnd il.orges ln lhe comr:csrlior ol crsl.mer alxs-les

lllj?O Cl.j! hN\iUAl Ri:PCRI l0l3-.--NWM
sw$s'



lieveirues c so inclLrde cmorrnls rnlcied to ;oles cf olhcr se:r,ricos crC *qlion:enl. Srch revenle is reccgnizcC os serv:cos i:re renCerei or r:s

eq!ilmenl is Cel ':ereC

Revenres cre reccrdeC nct of indirrrl loxes

Curre*l lneonle trbxes

lron, cr qcycble tc the OttC

,Aeeounfs &ccelrro&fe ernd Aflowanee for Sou&rf*f Aerounfs
BilleC occounts receivcble nre recc;ided ol the irvciced oncliri nel cl cllcwc,rce j:or ioub$rl c.counls. UnbilleC cccclrts rilcoivx[-.16 .r*
*slimoJeC orcl recorCeC bnserJ cr'"r,holest:ie eler:hici\, pr;rchcsos. Overrdue n.noL.lrls relnled tc reg,:irleC briiir,qs Lsor lr-leresl ct CIB

rlsl sogmenl. Risk segnents repieselri grculs ol crsf.ne.s wilh similcr credil quni iy inCilctcrs crcl a,e cc.ncllecl SoseC or vo. cLrs ollftSrrler
includin0 nrnber ci doys receivobies crre posl due, del rquency of bcbnces cr.C pcyr-.erJ iislc:v. Lcss rcles o!p ied tr: the cccounls fece.\,c$e
bn]cnces ore brsecJ on hlsinritcl over.lge urrile-clfs cs a rerce.lnge ol cccol,-rts receivcble ir elc! risk segm{}rl. Ar cr:ccl]rr rs ccrsrCered
Ceiirquort i{ 1!e tn:our1 i:iller] ls nci receiveC wilhir 'l lC dcrys cl the irvctrecl Cltl. Accorrls rerervoi,le are wri}len oli agr:rnst lhe cir:v;cnl.e

prices orC eccromic ccndiliors

€orporole Ineorne kxes
Under the flectrrcilyAcl, 1998, Hvdro One js reoured r(: no(* poymerts inrisll el ccro.iLtle in.cme lcxes ipll.sl to the Orlcric Iiecirilil.,.,
tincrnciol Ccrporoticn i0[l C) Tlese coy1s.l, ore cc]cl,cled ir occordcrrce with the r; es fci corpriirs ,rlerrs ord ctl,nr relevcqt
c:rcrrrls cortcineC rn ihe lncome fux Acl {Ccncre.lcl orC tre hrr:trcr Ac't. 2()C.7 ir,rr,jlrol o,. nc,r.l,lrt-.d bv lfrc [lectircrrrr Art ]?i8 rnd
relcted regliclicns.

lhreshalC is sclisfiecl cnC c,e mecsLLreC c1 1i..e lcrq*st crclrl o{ rereliir ti*r hns c qrsslpl lhcr 50?" iielirooC cl reirl rsc ized rpon seilienrerrt.
Mcnrge nenl evclucles eoch posilicn bosed soiely on lhe lochrrtccl rnorils crtj |crls crC cir.unslcn.cs cf the pcsitior. crssuming ll* pcsit,or:
will ce excrnined by o loxine cuthcril.rr h:vng i,.l1i kroro,ie,:ce oi cll relevlr:t :nlcrrnolror. Siqniiccr-,r rcfoge-sfl i:igenerl rs rccuilei ia
deiernire reroEnilicr lhreshoids r:rrC the re[":led c:mclnt o1 tcx berefii," ic be re::,qn zoC r i.e Corsaltclo,gc] [inoncic] Slciernclrs

lhe Independenl Ileclricily Syslem Operclcr 1][SC) bcseC cr c slcndcrCizoC c!stonof rcrte thol is ope,ovei bv tle ClB. Crrrert ]egr.-r cticn
proviCes.ole prcieciicn l:cr prescrtbod clc;sses nf rurcrl, residerliol lnC remclr cof;suneis by redi,cir,f,,l the eleclricill rctes lioj rvolld
clherwise r.rpply

Selerred lncome lpxes

Delerred incorne k:xes cre prcvirlsd llr L:51ng lfe llcbililv nelhoC. Delerred ircore lcxes tre recr!rizei hcsei rr lt e eslrr.rlr:d lulure

Slctements cni iheir ccrrespall;p, tcx bc:es.

Defcrred in.omo inx linbil;tlos cre oelerclly roccgrizei cr cl lcxchle lernporcry clifferences Delsr,ei lor cssals nre reccgnize,J tc ihe rrlenl

cen be ulilizod.

\i1 -! la (,it\5r:t lA r) :r'ir:!1 i,.1 :!:A,:,ri:i...1::
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DelerreC ircome tcxes cre calci:lcled nl lhe tcr icles thul trrs expecied tc opOiy in lhe pericC whe,: ile itrbilrtv is selleC cr tle cssei is reo;zed
busecJ r:n ihe lcx roles r:nd lcr lcw's thr:l hcve beer enccieC r:l the bclcrce sheel dcrte. Delerred rccme iox*s lhul cre rct ii-,clriei ir tire
rcie-selfirg process cre clcreod r:r creditnd 1o the Ccnsclidobe Slolemenl-r cf Ccerclions crd Corr;rehersivc lnccne .

li ,rcnugemorl dr:ierrlres thot il s ncre-iikelylhon'nci ihol sonl cr nll ei i: ciel*r,ed lrlcne lox osset wili nci be renlized. c vtlurlrcr
oliowonce is reccrded cglinsi lhe lc: ossel lo reporl lhe nel bctr:nce cl lie nnci:nl oxp€clea lo io reclizerl. !reviolsiy unreccgrizeC Celered
ll'lccre lfix cssels xre recssessei li ecch bo crce sheel dole crC c;re ieccclrizeC tc the exicri thcl ll hls bec,:me n:cre-liielvlion-noj hct lhe
rox borelit rn",ill be recli:e:l

iracme lcx experse.

Msferfsls snd $upp{r*s

prcperV, plcrnl cnd equiprnerl. These cssets cre curried il nveicee ccsl less ony inpcrirmerls rec-crCed

Prop*r@ Plont ond f;qufprmemt

Prooertr,, plcnl ond equipmenl is recorded ct originnl ccsl ,,i.1 Lt:J;l!|,e i.., r,ijl !r I .eaeived in oid cl acr:lirclicn ilrC -n, urluruclei
imporrrerl icsses. Tle c*sl oi cCCitions including bellernerrts c,rC ,ef:iocerer:l cssrl conpcnenls. is rrciudec or the CcnsolirloteC Bclcrr.:e
Sheeis c-c prcperV, p ci1 i:rri eqrrpmenJ.

clributcble ccpilclizeC flnc"cing ccsl:,.lssei feliienerl ccsls clrd Ciie- cnil irrjirecl cver"[ecc]s rhlt c.e relcier rl lhe ctotlcl pfclecl or

exec'l ve ccsls. Qverhecrj ccsls, irrclldirc cc.ncfcte llncii:ri l,,C iield servrces cosis. ore ccp tclizecl cn c rtll,r.c]lccctei blsls r_crsi_rienr
r"riiir cn OEB-c pproveC nethodolcgy.

rlnsenenls. lrcper1y, plr:r'1 crnd eqripmerl olsc incluies lullre rse cssels such cs lcrd, iriicf ccripcreris crC sircre pcrls crnc ccr:itcli:ell
prolecl develcprierl cosls cssocioleC wih rjel*:rred copilol pro rrls

trronsnrissisr'l

insulolcrs, connecting hordwcre crC grcunCirg syslsrns, ond crssels tsed lc slep Lrp lhe voitoge cf eleclriciry frcn oerer111trng 5f6;fl9p5 ier
fcnlmission cnd lo slep down volicrges for Cisiriblticr, ,ncludirg lrcnsfcrr-rer: cria!il breiksrs tnd swilches

Sisfribulion

:, : , 
:

i!oits io co\.,(ail)A.i:1.) ! \A\ctAL !rr.t:\1i\r!_

Cpmmunrestron

Ctrrmunicclion ossels incl,rde lie llbrs-cpti: *r,l rnicrcwo i - ). :.rrr , pt ,'ri !rounC wire. lo,le.:. lelen1-.rl.,e rcuipmer].i cli
rssrcrcleC i:uilCings.

.&dminisfroli** snd $erviee
ACrtnislrclicn cnC service nssels i.rclude r:dmlnislrolive bL:ildirgs person,:] ccrnpulefs, ticnspcrl cr.ld rvcrk eqlipnenl tcoLs crd
olh--r nlncr cs.sels.

i-.ly-?c cNi ANt.tL.lA Ri!oa.r ?f r3
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Sosemenls

proleclion Act, 20A2, os well c-s clher lcnrJ cccess ,rqhts.

Irtr*gi$Ie ,&ssefs

recognrlicr, intcngible ilssels cre corieC ol cosi nel cl ,,, , ,,,--. n -lr I ; r ;i: .1. rr crd ocaumrlflled rmpoirrnerl losses. Tle Corpo,r1,'5
irtcngiL:1e cs:€l.s prirlorily iepresenf rntior oCmin slrclive ccrDute r cp;rlrcrlrors.

Sopif*fked f,in*neing eosfs

osseis The lircncing ccsr ol lfriclltrble borrowecj lunds is ccp;rnlizei os pcrt oi lire. rc:.risrticr ccst ct slch ossels ihe copitclrzr:C pcrrrnn

Ccpiicliz*i ilincncing ccsls oi-e :cl:licted usif g lhe (.;rprny! we'gileC overoge efiective cc.:r ci Cei:l

Sarn*fruefia;r ond Sewelop*lsmr i,r prssress

Conslrlction crrd Cevelcprnerl in prouress ccnsisls cj lne coFiiclizeC cosl cl ccnslrlrleC r:ssels iirtt cre rci yer rr:rnpiele oncl whrcf hcve
,rol yel been pioceC rn servico.

$epreriction snd,Anr*rflrstlon

;encining service lrle ol eocl-r cssel cotsgcfy, ercepl fcr ifcrspcrl cnc wcrl, eqripmenl. wh ch is deprecicleC .- 
" 

qJp11i,:inq b.lcrce i:nsis

Tl-,e Ccr.'pcr11, perloiicoi'y inilrtlos cr externci niepenoerl reurew ol;ts Drcperv. pltrl nnd eqL;pferj nnd tntcrgibie r:s,rol deprecioficr cnij

liie ircsis, .onsislenl wiih lheir ircllsrcr in elect.iciV rcles The lcsi revrern, resulted in chonges Jc rcle: eflecllve.]oruc,y i , ?f 13. A sunmcrv cj:
cvorcge servir"^ iive. r;nd iepi'cciollor irnC crollizcflcn rotes l*r ihe vllcr:s cicsses ol cssels :s irciL,derj ber:u,.

Avercge
Service lile

Rcre i%)

licrct Avellqe
Trcnsr:s:ircn

Dlstribulicn

CommL,lnicnticn

Adnir rstrul;on oncl -.ervice

J,/ yects

,1? ),eurs
lQ ,.-,- .

i5 yrors

to- y'/o

r?. " 2ci;

3%, 20%

2"/.,

{c/

*7.

cpplicclicrs sci\tcre orrd clher intcnqible cssots fcrqe frcn: ?% lo lC%.

ln ccccrCclce wil|: gr61p depteriolrcl prr:clices, the cri!inoi cosl ol properly, plcrl cld eqriDnert. cr mr;cf co1-poneflls th11recl anC
irtcngible cssers ihcl cre rcrrrllly relir*cl ls ciorr:eC ic ccclrulolei deprecroticn, wirh rc ccir cr l;ss belrE rellectei tn r:,sllls oi opercircr:
\Nlere c Cisperilicr ol prcperly, plonl ond equipmer:1 ocilrs thrcrgl scle. o grin or css is co cuicrl6d L,csed or pfoceecis cryl sL:c! gcin cr

no ARC hos been ,eco,icd.

SoodwilJ

lie ccqulsrlrcr dcle. Ccrdwiil is rcl nclrded ii role bcse.

rtv])?a o\l A:]\tiA: t:;,()?l llll.i



is less lhcrn ils ccrryinq orncdnl, no futtiro, lestlng as requrerJ Ii lhe Conpory cJelerrines rs o res*ll cl lls qucl;tctive cs5essrerl, 1lrfli il is

includinQ gooCwili. ,t,U".":r';ing crrcunl oi the oppliccb,ie repo*irg lril exceeds iis iclr vglue. c seccrd sler is nerlorneC. Tlre soconc

lcir volue cl gociw'ili ll tle lnplied fcir vclue ol gccCwill is less ihcr lhe ccrryrrq cmoL-irl. .n in;$ctrre.t lc-.sr ;s r--ccrded cs c reclL-rction ic
gceCwili cri cs I clerqe lo resu ls cl eperciicns.

lcr tfe yecr erdeC Deco,rber 3l 2C.i 3, bcrseC on the quoliictive Lrssessilert perfcrr-rei cs 11 Sept*rhor 10, 1013, tl"re Corr,lr:ory hcs

A: I resr.lll, ro luriier iesllfa! wcs perio;;1,.;, onC lhe Ccrnporl, hrs ccncludei tfrl gcciwiit wfis rct rmporlcri nl Decemher J I 2Cl3

{.*ng-{,ir"ed,{ssef rmps;r$}enf
lrVher circlmslcnces trcl;cr:le lle ccrryilg vr:lue ol lcng llved .ssets ncy racl bs reacvoreble the Cor^npcny evcll;oles wh*lire, 1le r,::ry:rrq
volue ol such nssels, oxcludrri,l gccdwill, lros l-.eer irprired. Ii:r slci. ]ong iived cssels, tnpcifrrenl exlsls when lhe ccrrylng .;cirre excserjs

cc,:rses cf ccf:cr lc tecovet lhe ccrrying cmcunl ci r: lclC-iivect ossot cre rrier ccn*r d--rclion. o probcblllty,wciolted cpprccrh il useC ia
develcp eslirnoies ol future undiscounled cnsh flcws. li l|,e c1,,. rre rrcire cl tte lcrg-livecj cssel is foi recoveroble bcseC ln rie eslrrcied
lui,'lre unC scolrteC ccsh llows. cn rrnpcirrerl ].:55 ri 'piprlp! m*u:,r,td ls ile excess 9i rhe ccrrvrng vclrre cli lie cssei over irs ]lr vslll
As c reslll, lhe ossel's carrying volle is cclluslecl 1t: its estlrrcbc forr vclre

Wil!ir ils reglulcted brsiness, lhe c:ryino clsts ol q:csl cl HyC,r: Ores loirg- rvprj cssels cre irc ucled ir rcle bcse wieic thel llcrn trr
0[B-opproverd role cf ,ellrr. Assel ccrrying voiues crd lic reicrerJ roiurr] ore rs6_gvprscl lhrcugh cqp,6v6d ,cles As * resll, slr:h cssels oro
or,ly lesled Icr impcirr.enl in lire evenl li:ct ll'e OEB Cisollows ,eccvery ir whoc or ir pl,t, cr ii surlr c iisoltcwcnce is lld3ei tc be prcbc[:ie

the Ioir vciue ol such lcrr:'llveC cssels lsirg cornn',cniy cccepleo lechniques. orC rr:y use iirifa ll.rr ore ';:crniques 
rseC lc ielern:ine forr

crliy:is Signilicr:ri chlrges ir mnr[*i:cnd,i;cns ci-cnges lc lre ccrCiiio. :i o,r csse] or I :l.urqe i: ncricem*ni't inlent r. uttltze the nsse:

?C,i3, rc cssel impcirmeti h*d beer r*rcrCeC lor r:ssets wilhlr, eiher lh= Ci,.rr:ln\,'s fe!;r ilei cr rrre!lictecJ i:usrnesser

essfs ef Arrsnging S*&,r Sinermaing

.llclerneris cl Cperotions ord Conprehensive lrcore -lrcnsoclror 
cos,s ic, r'ens cics:,llet os held-ior-trrr']rne cre expenscd irnnedini*ly

Cornpr*&ensfve fneon'le

tlca tle Ledge is efleclive. lle Ccmpr:ny:ncrtrz*s ts urcnoritzeC i:eCging lcsses cn CiscoriirueC ccsf iic* redges ic i:rcrri,rq ci.rciles
is rg ilre ell-'clive lnleresl m*thcd cver lhe terrr oi ihe cilccnlecl reCged Cebt l{ydrc One presents ref irccmr cr"d CCi rr 1 sir;le crrlnlors
Conso]iCcted Slnlernenr cl Opeullcr:s l..cl Ccr-rprehens]ve Incc"le.

\r),-: :{) ci-:\!o:I)A1:) iiNAUa,^ 1tAii:l,lr\r:r
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Sinsnriol A*sers end Ljs&ifities

ossels cnC licbililes cre rflecsLrecr ol ornorlizeC cosl. excepl ccacunts roceivcirle cnd t.rclrfs rjle frcrn reloklrJ pcrlies. which ure nersurei
n1 the lower ol cosl cr lcir vcile Acccirnrs recerr,oitls crcl r:reurts d,:e lro., relcleC pcriirs cre clo-ss,llec cs iocrs cnC receivr:i::le.s ihe
Cr:rpury cons dei-s lhe corryirg crnortls ol ccccurls recervcble tnd crclrls dre iron reir:lecj nnrlies lc L:e recscnilbe esllnrctes oi fc,r vclue
becci,so ol tre sloi llfre lo ncl.rri! ci lhese instrumenls Provisrrrs icr in:pcrireri caccr.ls recervlble rre,ecogrized cs crcliuslrnerls tc ihe
ollowcrce lor doubtill crccolris lnC cre reccgri;ed,,r,hon lhere is obieclivo eviCence thcl the Corplny rviil .rcl be r:bs tc cclleci r.;rnotrls
or:ccrdirg 1o lhe or;gincl lerrns.

wlich :hev r:rise. iie Conpony deieimines lhe ck:ssillcoiic" ol its Irncrrrirl nsseis ord llnbrliries crt llre Cnle ci 'qricl recr:r;nilio. *i.e 
Ccn r:c.v

desilrcles cerlcrr: o1 ris ilrcncicl ossels onC icbiiiiies lo be helC ol forr vcile wh*r ri is .crs;sleri w li'l rhe Ccrpcny': risk morlriencn. col,cv
Ciscicsed in Ncte l3 Fc:r Vrlue cf lirr:;-rc:c lnstrlrerrs cnC Risi A.{crrrgement.

creoit lccililies, is clcssi{ied o: helC-ic.lrcdl.g r'-.C is rc:surei or iurr vci,e

All linr:rr: r:l irslii.rn{.ni l.u.raccliofs ore rcr:ordcd ot lrcrit dorc

Serivslivo fnsfrurmeols *nd lfedge Aeco*rnfing
The Ccmpcny closely ncnilers lle risl<s csrcc;cled with c-hlnqes ir !rteresl rcle,c cr ilr c0*rcticfs lrC wiere opprolr,.rte ils€s voriarus

w'hile cthers elll"er Cc rcl qlcliiy cs iedges cr lrove rrli :ree. designrted cr heLlges {le,einciler reie r:eC lo cs lrdesignci*cl crrlrrctsl c- 1hev

ure porl oi ercrclric ledgirg :e oficrsf lcs

ihcl qlcli! lor leclge accolnling, tle Conrpcr'; r-r(jv e s.j tr iestqnl,* srch delvctfive tnslrrrerlt cs erfl-,er ci::h lc,r l.e|ces c, lt L,clle
ledge:. fhe Ccrp:c:v cffsels lcir vclle cmolrf.s recog,rrzerC ir its Con-rciidr:lei 3r: l"ce Sieets rclciei to de,lvclive inslrurerts axecrted wfh
lhe scrne counlerpurr"r urdei the soirro :rc-\ler roiltnal oqreemeal.

or loss, nef cf lox. i.! repor'ler.' os c cc.tpcreiri of crcirruJcied OCI {ACCI] cnc rs reclcss i;eC 'c ,,:srlis rr cpe,c::cns :r ii,e some pe.ici or
pericCs dL:rirc u'hici the hedged lrcnscclicn nflects resuls of cperllicrs Any gclns o, icsses orr tle de;ivclive irstru:"ent thct renresenl eilier
hedge lnelfecliveneis of ieCge cc;mponenls exc uded frc,r the csscssi"r'rerl cf elierliveress oro recogr-rizci ir res3lts ol cperoiicrs Fr:r li:ir
vo ue h*^dl]es, chonges i,: loir vclte ol bcth tle de,ivnlivr inslrlment onr.i tle lnderlying ledgeC exlcs,,]ro cro recognizsfl ir the CorsciiaoleC
Slclenrenl cl Cp:eroticns tnd Comprthersive lnccne ir l're cLlrof,l l,erioC. The clo n cr lcss cn lh-. dertvcjive irslrrrsrt is :rillded ir ti.*
some lire i!em ns lie nffsetling Qcir ci icss cn tie hedgeri iterr ir ihe Con-.ciCclec.l Sfctenerls cl Olerotrcrs cld [un;:,ehulsive lr]Lc:,re
ACdlticnc y, th* Conpony eftefs i11. ierivclive c0foei.erts thct cre ecororir ledges 1!i:t either rlo ncl e;gl;\, lcr |,e|ge cccrL:nlire cr irove
rroi beer clesignc:ed cs heCces. Thc chcncles ir io'r vclle ot tlese rniesrqrciei aerivr:lve irslh1rnenis ure reileclei ir resrils cl clnrllic.s.

1ll lie eccnr:n:ic ci-rcrnclelslics cnC lshs ol the enboddeC Colvcll,e cre rcj cier:ry crr.i cicsr:iy reicJed Jo lhe eccro;1ic chcrcrieiislt: cra
rislqs ol lho hcsl coniiccl {bJ the lybrC rnslrLrmerl is rol necsureti ol loir vllle will ci-.crges :! lair voi.re .ecognizecl ir ;651115 of opercl,cns

st*culciive r:clrvitres cnd lcd no ombeddecJ Cerivclives cl Decenber 3l :Nlj or ?C,.l2.

rlr:),iC O\: A\'!ilA.i i: Clt ?ar:l ai.:is.!{tii iit$
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v,,herc the Conpcny l,cs elecieC tc apply lerlge occctrltrq, HycJrc One lormcliy iocunenls 1le relcticlsl.irr Lrerweer tle heigeC lem crd li,e

lle eflieclrveness ol the hedging reloliorsl ie. The C-'cmpcry oisc ossesses, bcth ct lle rrception of lhe heCgr or,d cr e ercrierly bcsis rvtellre:
the hedging ifslrumeils rre rlleclive rr l{isefiirc chcnqes rn r:cir vcrlues cr rcsl lir:ws c.l the roCre,: iirms

Smployee Fufure &enefifs

pension, posl-Ielireme"r crd posl.*rnlcvmenl fs1sfl1 plcns cre recorC*i over the lericCs .lr, r* rvlrch e'-rlc,le*i .enier servrc..

The Compcny recoerlzes tle lunCei slolus ol its pensior, pcsl-feli.enent ond poslernolcyq.orl plor:s nn ilr Co:sclicict*cl Bnlorce Sheets cnd

tl-'e ConscliicieJ il:lc'rcs Sieets Icr crry rel underlundrc! prclecred berei,i ctligciic., :i:e ne I rnor,ilnoer.:l prolecbi [e,,efir o6lig6ic" ,rr:

inclldeC lr lhe be''*fil cblicliicr povcbl* n ihe nexl l 2 n:orihs erceeci: the lcrr vclre cl pbn csseis i iho li-r r v:rlre ol plc;n cssels exceeds
the pro;eclei benelir obligotion o{ the clrr rr cssi}i is recccrr;:eJ eq,.lui i:. trE .rel cverfrnCed pro15,6yp,-.1 be rl1f rt obl gction Tio ,-,er csset icr
an cverlL:nded nlcr is clc:sifbcl .s c cfl!-refn cssel cr the C:rsoiidoteC Bolonce Sle.,: .re !,JSt rv re.nj1, rrrcl pisl-enploymert b_.nefit
p cis cie unltnied hecolse lhere r:re no relnled clor, cssets

Pensi*n &ene$ls

ln cccordcnce ',vith th* OFB! rr:te crders. !c,rsicn ccais cre rerorcJed or o ccsh bcrs's rs ernpicynr cariribulror:-r cre pcli ll lhe pens on

Pension cosls ore lclur:riclly delerrnlred ls;ng lne proiecteci le,r*l:it melhod prcrcleC or s:rvice c,,j.re bcse:: on Css.,Cf On_! ilsr 1x1,6-1

eqL:riy securilies cs weil cs corloLnle cnd gcverr,menl debl secrrilles, cre inir vcluecl oj the erd cl eocl vec,

ilydre Ot:e fecoics c legulotory ussel eq;:cl t;,thp, xsi;yg5, ;:: ,1.r,e-1,--t oerel obligr:lion loi il: peqstcr phr. ile reglictcry csse:
lcr t|re nel .rCerir:nCed prciectecl L:eiellr ebl1qo11.n lor ihe persrcn rr[n ir: the lbserle ci reeucicry c.co,jrlir!], w,:;,ld i:e rerognized
tr ACCI. A regllolr:ry cssel is recogirized be:r"se rncrrcgemeri cor.lstCers rlc be probci:le lhr:t pelston bl.el;t costs will be,ecc.;er.ed r,"

ll-re lL;fure thro;g1 ,1* rcte-selt'ng process Tie pensicr reguiolcry' ossels cre rer,ecsrreC cl ihe end ci ecri. yec, ho:eC on lho crrrent slclus
cf fi.e persicn plcn.

prcperly, piont nnri eqlipnenl crd iricnc;rble cs.sets.

P*sl'refir*ment ond pnsi-enrploym*nr benefils
P:sl-reirteneri cr:d pcsl-enpllyx'enl henelits ore recorcleti cncj rrrluCei ir r;ies or or ccc,url i:csrs. Ccsls cre delernineC by nCrpnnCe.r
ncllcries lsing the prclecled i:enellt nrellcd q,crcteiJ or seivic-. :ni nosea on csslmnlio;rs illt reiect l1c-cqereri: besi esiin:cr*s lcsl
servic* ccsls l'cn plc;l orenCrerls ore omcrlized lo reslils ci clercl:ors [:csed cl lie elrpectei cveroee re,rrinirg servicr: pericC

lydrc One .ercras u rsguiobry cssel *qllcl lo ire incremerlci re; ;p1r.;*; proiecteC berE;llt chiircicr l.tr posi-retiremeni ond pcsl-
emplcyrnerl plons recordeC ol eoch ytcr er"rd hcseC cn cnrl,ci ocluniroi repcrls lhe reg;-Llcrlo'y r5sel lcr lhe :rcrer-nerlcl rel rrl:rCeC
proieried benel': cbllsnricr ilr post-rer:renenr cnd pcsl'emplcymenr !:lcrs, ir 1!e cbser:e;i rss.,l6rpry ccccirr-ring, waulcl be recogni;ei in

cosls wrll ho recovered in l!e frlure tl-rrcrqh lhe i.le,sellirg process.

:ji"l: ja C('lNSOit),iri; I \ANC:}\: SlAtirnaNrl
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[cr pcst-reliremenl beneliis, lll oct;crill !oir;11 lcsslrs:re CelerreC,;srrg lie "coriCor" ilr]qrooch. The trcrnt cnlculctei lbove lhe
"ccrrialcr" is crorfircd h re:ulis ci cperclions or o strcigil-l re boiis ove, lhe expecleC cvercce iemoi.,ilg servrce irle cl cclive si,rpcyees

lc ils lcir vllue cl ecch yeci end br:sed on cn crnlrcri oclucrici .sp..l u,/il! cn clisei lo lhe cssocr;ieC regu oiory cssel lc lle orle nl oi tle
rere.rsu.emeil cCivslmenl.

lr: resl'lls ol cperclicns bcsed or lire "ccrridcr" cppiocj.h. Pcsr lrcrsrticr llre rctrclc gnirs orC iosses cn postenpiovmenl cbligr:licrs
lhr:l cre incl'red drring the yeor i'e recogf ized inned,rlely ic resrh.-o cl cpercliicns ile pcsl-ernp[ryneni beneir, ob]icctror ,s re*ensl,red
lC ils loir vclue cl etrcl yecr elC bosed or cr ornL,cl lllucrlo report, wilil on cllsel lo lle cs:ccrckrd reculclory csseJ ic tie exferl cf lle
reinecsurerlenl cd llslmerl.

cs porl cf lhe cosl ol prcperly, pltrt crri ee!ip.rent cnC inlorgtblo csseis.

&l*iflcrnpfoyer Pensfpn FJsm

[r;:icyees ci Hydro One Brcrnplcn l\eiwcrks pcriicipcte in ll,e Orlr:rio N,Al,ri]ripoi En;rloyees ReliremenJ Sysler Flnd {CrUt_liS) r

length of servicer crC scli:rv. Solr pcrticipili.a err-iplcyeis crd nernbers oi'e requireC lc rcl<e phr r:cntrtbulicrrs Ti:e OAAiliS pk:n cssets

will 1!o Finrrctc Services Comnissior of Ontcrir: rnd* Registroticr, #C3rl5QE3. At Decornbe, i l, ;0 12, OA f RS hcC oporcrtr.ctely
4?9 OCC members, wilh opprcximcrely lB3 nremhe.s beinri crrrerl emplay665 cf Hydro One Bronplcr Nelwcrk,r.

iie CAi\IRS plcr rs ccr.uunrecl fl, r:s c.r rJelined cort,ihrr cn picn by iyC,c Cne ceccl:e r1 is r*l prciii:lcle ;c Cete,rtne fhe prescrt
vclue cl tie Ccrr:ponys obllqction lhe loir volue cf plcn cssels or tle,*i,:ted cLrreni sefvice cosi cr:!liccbi* tc llydro One Brcmplc.
Nehvorks'employees. l-lyiro One recocnizes ils ccrtiibJlicns ic lrs Ol,l.[RS plcr ts persior experso w.ilh I corlicn belrq c.r!]ltc l:ea'
Tfe expensed ornount is ircluCed ir ccerrlrcn, nolnl6n5.sq crd cCntn stralion costs ln the ConsoliccJei Sl::lerncrls cI (Joeirlicnr crC

loss Contfmgeneies

HyCrc Ono is involved rn cerloin iegcl cnC onvironrneflLl mcllers llct cr-ise ir lie ncrmrl clurse of busine:s lr lhe prcprrrlicn ci ils

t ronlingercy bcsed cn lls i:tsl estircle when it is deler"ninecl lhcl srcl loss i: !:cbrbi* c.rrc lhe r:rcrri cI the lcss ccn be,ecscr,thly

loss exisls crd no cmcunl within iie rcnge i: cl belier eslrnt:le llcn cny clher orncunl, the Compcny,eco,ds c oss ct th* rrr rrn 111nrc!lrj
withir ihe rongc

cbcul potentiol octir:ns by third pcrlios, suci cs led*rc prcvrnciol cnd locci .curis or feguclcrs. Ccriti:c;orl crbi il;es rre clfen ,esclverj nver
long pericds of iime :\firounls reco'deel ir lhe ConsciidcreC Fincnciol Slolemenls rrcy Cilie, ircn lle oct;cl gutcore cnce the ronjtngency s
resolved Slch cli{lerenccs couC lrcve n mciericl ilrrpccl on luil,e re.sllis cf ii0erliions ftrcrcrcl p,:siiion nnC cosh ilow,s cl the C,:.,:rr,v

Prcvis cns ore bcsed upcn curerrl eilificles crd t;re slbleci io !recior iJicerrctn! where lhe prr:legio- rer:od i: [,.rthv A srgr..]ftc;qi ,:prvnrd
or Cowrrwctd lrend ir tls number or clcirs liiei. il-ro l,Jarre cl lhc alleclec lnllres. crd,ie irvff.llc rtsi 6r! rs5sly11g eccf, rlc,, lruiC chonge

sellerneni roliC clsc rhcfqe ihe estimcfeC ir:biiity. l*gcl fee: cre erlenserd ls irclreLl.

t.l Cl i: S i a_) (_. ) f...tS C i I ltrt i D i i \ A \ a r:, : r. rr i i,r : :..r; :
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fnrrironm*nl*f {,io&i}rfies

cie proboble lnCer exlslinc slciljiil or rolldlclicr orC fle cmolrl ol ihe lulurr erpendi|l;,er cc" be recscnnby estirroleC. ljyCrc C.r*- r*ccrCs
c llcbliily icr the eslirnled fulure expendilures cssocioled wilh lhe ccrlcm;r:ieC lond cssessireri cnd ,emtdrci;on {lAR) cnd lcr lhe pfo;sa:r1
orC deslruclion of polychlcr-inotoC brphenyl iPCB]-coniomirolec rninerci ci :emoveC lrom eleclricol *qliorrorl, bcreC cr he presenr .,r:ire cl

fulure expenCilures will corlirue ic [:e reclvercl'le ir illrre rcles. cn olisellng re5;rlolory flssel lu: heen ,erci'iaC:c relcci ti:e l,riure i!.cvefy
11 lhele envirormenloi €]xpendiluies lrom clr:lcrnets. llydrc Ore leviows rls eslincles ci irtrro ervircr.:rerloi expenCitures nilnuoily, or.{or.,
lreqL.lently if lhere ore indiccJions ihcl rrrcurnltcnces lllve chcreeC

Assef &efirernenf S&flgofions

tlle ocqlisilior, ccr'slrlclicir, dcveicprenl cnd/or norncl use of lhe ossei Cor.cliliorcl AROs are reccrCed u,her ffrer$ is o egol obiigolrcn ic
pe,1:crrn o llli:re cssel feiiremeri cclivil.l bu1 where lle ll.r: ng r:rd/cr rrethci c1 sel1lererl cre condliionci or c frlL;re eveni lhct aroy cr ncy
nol be wilhin lhe cortrci lf the Ccnncnv. ln srich l cose, the crligolior lc perform lhe ossel relirenert cclrvijV i.! tr,ccrClllcrcl ever llrolgi:
Lricerlcinly orisls cbcti ihe llninc r:nrl,/or method cl se$lemerl

When recerding cr ARC, ll^re presenl uclre ci lhe esilrcted luilre expendilr,es ,eqrired lc ccni;jele lhe ,:ssel feiirenenl crfrvr\ rs recorcjed
ir lhe per cci ir whicr the cbligclion is irrcured, il c recsorcble eslincrte cc;n bc ncde. in qerercl. lle present ur:1ue ol jhe eslirncteC
lulure expenCillres is crCCed to lhe ccryirg c:rrrrnl ol lrie osscclcled r:sset cri lhe re.sullirg oslel refiie merl cc,!t rs Ceproriclec cve r lhe
estinrcteC uscful l:ie of tle csset. l\lere cr, essel i: ,ro lorger ir 56pvig6 1a,h6n cr AFO is recorieC lhe cs"ret retiremenl cosf rs recordod n

resrlls ol cp*rl:litns.

fcve AROs, cordilloncl ot clherwise. The rnoicrily ci lhe Ccnpcny's eose.:rerls s,1c ,tql,l.-rttlw.cy or* e!lher oi perpetlci du..Jtif ci.re
auicnclicolly renerveC crnr:c ly lord ,rliris wiii llrlle feirns cfe gene,c ly slhject ic: exiers cr c, renewol As iie Cr,r,p:ry' lrlrcl,s :. rie
the roir:ril1 cl ils Iocliities ir perpetlily, nc ARQ currenf y existr irir thes+ rrs:ts 11. cf sone frlure doie, c !:o*icllcr lcrillfy is slrrwr rcl to
meel lie peipolirily cssumplron, i1 will be revleweC lc rJelernnit whelier un *stircble ARO exisl,s lr srch I cise crr ARO wo,rid i,e
reccrded ol thci lln:e.

Tle Conpcny's AROs reccrded 1o Ccle relole lo *slimrted iuture experdihres cssocioled.,vilf lhe repcvci r:nd Cispcsoi cl i:s;,.estr:s-ccnirilng
m;fer:cls insiciled rr sone cf ;ts icr:llities crd wii the deccmrrlirsioring ci snecilrr qwitcrfi slci,crs lrc;led or rncwned sites.

s. Nxw Acc*ur1{TIN6 pR&NSuNeXr*XNT$
&eeerrfly,&d*pled r{ecosnfi*S Freneuneemenfs
ln Decerr,ber 20 

,l I the Flrcrcinl Actorrling SlcndcrCs BccrC 1IASll) issued AccoL:nlirg Strn|crds L.lpCcte {ASl) ?Cl l-] l, Sctrrre Sheer
{Topic 2'l C): DisciosLrrcs cborl Cl:fseltinE Assels cnd liobiliiies. This ASU reqrires r:n ert;\, 1c Ci}ctcso !:cth g1155;nd net irlcrrctron cbcL;l

lor l;scoi yeors, ond interinr periocs wiihtp 116r" yecrs. beqiirrng cr. c' olier_;cltc..y 1. ?Cl3 ihe ciroplicn o1 rhi: _qSl dicl rci [ove cr
impocl cn lhe Ccrnpory's Ccrsclidnled lirurc ci Slcterrenls

!'Jr !S I C a1-)\.iSO:l:){ra) :'\n\ClAl 
S r'aiit1;115

r'iYDRC C\I A\\t:jAi ltitl)rt 2013



NaliS iO ( r)N5C: )^rrl i r!;1N.',1 :ii,rii:1r:\.1".-

ln Feb'rorv ?0 13. lhc [AS3 issL:eti ASt 2Cl3'0?, C,:rrpre,,ensive lnrome llcpir ?ZCJ ieporiirq r:i Ancunis fi-^rlcs-.iited C)rt ol Accrmrlcrr:r:
Other Ccnpreherslve lncc-e Ihis ASLI l.eqLLires;n orirV fc provide lnfornc;iicl r:boL,l the cmolrrls re;lcsslll+i r;i cl tc:lnlloied olher
ccnprelersive rnccnrr by fcmponenl ln ocjclil:cn, ar eriiV is requireC 1c plesenl. oitFer cr lie icct ol i:re slclenrenl where nel incorne is

incrme, bul only il the amouri reclc.rsified rs requirerJ r:r:Ce, lS GAAP t:. be reclcssij. (, r( rr.t ,, . !. n i : ..1 c 7 ir ihe srrn reporlrng

cross-relerenle lo cll-rer disclcsutes reqrirocJ unCe;-LJS GAAP thct prcvd* cdd:l;o,rri isicii lbcut liose cmc.rls. Tiis ASI wr:s required lo be
trppl;eC prlsPeiiiveiy cnC ,vs5 sfisltivg lcr llsccl yecrs, :rr.l inte.im pericCs w ii;n *cse y*:rs, hecrrni:rq ciler Decen'.hsr l1i 201 ,;. rle
r:Ccpircn ol tr;s ASU dici not hove o signiliccni imprcl:'r, :fre Ccmp;::vs iorsclidr::rer.l I r:onclcl Siciernerts

&eeenf Aeessnfing Sur'donee Nrlcf Yef Adop;ed
1r.:.]ulv 2C ]3, rhe !'ASB issred ASL 2Cl3 I I lncome Toxes llocic 7d0] ire:rntciicl cl nn L]rrecogni:er] -cx Bereltt Wner cr i..lel Cp::rori.q
lcss CcrylcrrvrrC, o Slrrilo, Tox Loss, or c Tox Creiit CcrrylcrwcrC Frists. This ASI prcvirles q!idcn.e on lhe presentctlor ci lrrerogri;ec:
tcr henellls ihis ASil is effer:live fcr flscr:l yenrs, ord rrrrr:r p*noJs vrilhiri thcse yecrs ilee rnriflg oltsr )6,1s*6s, 15. 2C rj crC .:6orlC be
cpq:lied prospeciiveiy lc cll urr*ccqtzed 1or honellls:hci exisr cr the elfective dcre iatcspec.ive cpci:coiror is cerl1liler.l. Tte odopricn oi rhis
ASJ ls ncl crti:rncieri lc i-rcve c.s:qrliccni i.rpcfl )n lle Ccr;lpcrv's Corsc]idllec . nalq,sl ltcierells

4. SfJ$tn*[5$ A(&U!Strt&].c{
SJorfo/k Sower Fure&sse lqsreeffrsnt
CrApril 2,2013 l-ivircCneroccieConcgroemeill wiihThe Ccrpcruticrci Nc,ioir.Clrnl'loocqrire i00%of theccmrnons1cros
ci Norlcll Pcwe, lrc. iNorfolk PowerJ, on eleclriciiy disl.ibltic,r crC toeccr: .cn:!cry lccoleC rr lcuthweslerr Ortcric li-re cct,"rlsilicr is

pendirg c recllclory decision f:on ihe 0!3 :he pL::chcse price f1;r \cr-icl! l,ower wili be cpprcxrrcl*ly $gl ,-illior-.. :L:btecl io r:,ncrl clcsirs
{]diuslrnerls Tle tronst:clicr :s crllcipcltd lc be ccmpletei in 20l4 ln crrlicipclior cl the Ncrlci[ pslnygr n5q;r5ili5p lis fpnpsry rncCe o
reilrr:loble Ceposil tclclrnct $5 n .,.., . '1 ch wt, ;,-.r-;,cied !n olher currer:l css,-ls on tie rterim Clnsr::dcted Llolance Sheet

s. B&pmxer&?t$N &&!m A&&0RytrxATt(}e,

Yeor ended Derember 3l lmrl|ons ol Concdron dol,h r.s/ !*? s 20r ?
Depreciclicn cl prcper1.1, pcnl cr"C equipmerri
Ancrlizcfior ol rlcngible csselr

Assel removoi cosls

Anortizolicn ol rr0llclc:y cssels

53S

4&

r9
I&

522
48

7A

ta
6r& 5.5S

6, Slh{ANetrds eHAR&X$

)'eor erCed Decsrnber 3 l lrnilitars ol Concdror L,i. I ct.: i ?sr3 2Ct?
lrleresl or lcnglerrr dehi
Othcr

less: lrleresl ccpitcli:cC cf ccnst.urtion ord Cevel,:prneni in prcqress
Gcin cr :rteresl rcls swcp cgree menl$

inleresl *orned on investrflerls

.41&

s
{sr}
(I r)

f3)

1?'t
t?

15?l

i] 2)

1rl
3es t5B

!v)ti o\: A\\lA: t:rcai 20 l
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Yior end*d Docember 3 I fmrllrcrs cl Ccnciion

r. pksvtslCIN FsR p&y&A€NT$ tru u[r, SF ($Rp0K&T6 tr{e&Mc yAXx$
Tl-re prcvisicr lor Plls difiers fron lle orncunl lhcl v,rolld hcve [:eer ,cccrCeci ls:ng the ccmbined CcnoC:cn IoCerr] rrl Crlcrio s|,fL;lcri,
incc;me lcx role. The recorrciiicftor boirr;een lhe stclllory trC tr.e rilectiv*- fox ioies is proviCecl as fclicws:

Ccl/crsl 30I3 /|t) i /
lncomer belore prcvisior tcr flLs

Clorr:cliun iedercl r:rc Cnllric slcllicrv inccne iox role
?l*

!6.5S%
s$6

?6 5C%
Prcvisron for Plls lt stctrlolv role ?42 230

lrcreose {Cetrouse) res.illing from:

Net l*-npcrrry dillerenres il.j:ludeo in orclrts chcrged lo clrstoners:

Ccpilci ccst r:licttsrce in excess cl Ceprecicflor ond omor|zcflor
Persion ccrlriblticns in excess ef perstcn expofse
lrterest ccpilrlizel icr cccuurlirrn but dedrcted lor lor plrposes
Cverneois ccpitcrli:eC ior ccccunlino brt deCucteC fo' icr purposes

Pricr yecr'r cri;usirerls
Ncn-reiunCoble inveslment Jcx credlls

e ) .. t'

Pcsi-re'lrenenl cnd posi-elrploynrenl benelit expsnse ir: oxre:s ol ctsi: pilynq..5
Cil-,er

{r?}
{3S}

tI sl

{'{,4}

{e}

{d}

{4}

$

i1)

1,1:i

l23i

1l5l

ir4)
12)

i8i

i51

{ll
Nel lenporcry differences

l!el permcr:enl C iflerences
{l3s} il lol

l3
I:icl r:rcvision for- PlLs rs9 t)

The rr:ior cornponenls cf rrccn.ls lcx expense cre os lollo,,.o,,s

)'er:r eldod Decernber 3 I ?0r 3 ?0r2
Crrrert prnvisicr fcr Pils

Dei*ried recovery of PIls

'ti,}

{x
130

ie)I firra('.rnlL lli: I&? l2l

lliociive llccire 10x rcis ! r.s&% 1396%

TiE clr:er1 i:rcvisrcr br Plls is renifit;d lo, cr received frcm, ihe Crlcrio Eleci:icily Firrsplisi Corccr:lic. IOil.C) Al December Jl. 2013
$2? n illlcr, Crc J:rcn: lhe Oti:C rvos inciuded in due lrorn reicrteC pc:ties or the Ccnsclticlecj l}l:nce Sleet (Decerber 3l 20 12,
$ l0 rl ion ir.lciuCei irr due to relcled part esJ

-fle 
tclcl prov;sicn icr Pill ircludes rJeferred recovery cf Pl[s oi $? ni]licr i2Cl? , $Q .,ilicr] licl is nnt ncluded in the rr:te,seltirg !rlc*s,s

rsrnl lhe iiebillV relhoC cf cccounling. Delerred PlLs hr:orces expeclei lo be irclrded tr the rcfe,seilinq process ere oiisri by res"lric,,i
cssefs rrC licbiiirles 1o reflect the crlicinclei re.overy' cr dr.rpos,iilr cf t[es* h,rlcr.ces wtirir lulure e]eciricilv rrres

iY)tO 0\i {|r\llhi tilCRi ?Cl3



NOii5 iC ('Ol!5Ci :rA'ri) tr\xrr'/',t r.lr,:tr:\-!

S*ferred fneonre fsx ,A*sc|s srrd {is&ifiiie$
Delerred ircone tr:x crsels nnd llcbilities crise lr:n Crfie,onces b--jrn,otl, lle rc:ryin* cmcunts ontl lrr bnses ol the Conpory's cssrls crC
llct,iiltles. Aj Decenber 3.l, ?0 13 onC 2C,l2, Celerec incorne tcr rssets i:ni itbrlities corsisteC cl the lollowingr

Decenrber J / fnrllrcrs ri Cancdicn dol/crsl 3&13 ?C)t)
Deferred incorne *ux nssek

Posl-reliremerl cnc pcsl-enployrerl ierellts axi:'r,rs. i- excess ol cush pcymenis
f nvr ronnenlcl expendilures

Depreciolion ord cmcrlizclicn ir exress cf capitli cr:sl oilcrvlrcr
Ctl-,--r

7
c

,1

r
s

{r}
I:tol CefereC ln.cme tax ossels

Less: currenl pcrlicn
trI ir

Ii l4

December 3l lmillions ol Conoiton riollcrsl *0,3 2Ct2
B*ferred ineome isx liabiliries

Ccrpitr:1 cosl alcwonce ir excess o{ Ceprectrlicn crr lrnorll:clior
pcsl-ietiremef l oro pcsl-enrplovn:en1 ltenefils €xpens. in ercess ci ccsi pcyrr-onls

Inv; rcrrrenlc] exoeriilules
Regulntcry cnolnls ihcl cre r:li recoq.rlzed for lfir pLriposes

Gcodwill
Othe r

{r,5$e}
5d2

&6

{}4.,4}

{?s}

I

{ i ;J4l

\ i 1"].1 i

ral

:
Tctcl deferred irrcone tcr licbllities

Ie.rs: clrrerl pcrllc:r
{n,1}',}

is
lt?fr1

rE

{i.}?9} iy/-i.r.ll

During 2C13, ller-e wr:s ro cfcnge ir 1fe rnle opp icobre lo flilr*. tuxes {2C'l 2 - c clrr:qce rr rrle rri:liccble lo i;1lre rcies qerercled r
$60 rnillion ircr*ose).

E. Ae(&UruTs nECXrk{AEtX

Decemher 3 I fmil/lors cl CcncCicr dr:/lorsl x$Is ?0 i2
Acccrnis receivcbie - bi leC

Accourls receivu[:]e -- unbiileC
3S$

&$!

)a t

s.lt
Acclrnis receivc;ble, grcss

Al crvrrce lor Coubiful cccounls
$5*
{3s}

868

123)
Ar:colnls receivcbie nel $r$ c4-,)

The lcllcrr,,ing lci:le s|,cws ihe m.venerts ir the ollcwcrre lor doubflu cc.o!tts irr iire yec:s enrieC )elenber 31, lCl3 cnC 2Cl2

Year ended Decemher 3 l fmil/ions ol Ccncdicn arcllcrl :sI s !cr?
AL owc.rnce fcr doubtlul ccccunts - jrrucry '1

Wr:te'cfls

Adiitrcrs lc cliow*nce lcr clolbifrl occorJnts

{23}

3,S

{3r1

1l8r
:7

Allowarce fcr Cr:ubtful ccccLrfts - December 3l {36} {? 31

f rv)ic o\i AN[.]L_.t,Ai t[)cRT ?f ]3



\OlEl i0 CL\l\SCl ll-a) i \Ar..lll]lii Slrlir:/,irtts

Decernber 3 i, 20 l3 /mi/licns cf Concdrcn

s" pR$pERw. pLA'\rT ANm S&Uap**Xrdr

:,csf
Frop*rsy, Plunt
uxd €ouipment

Srequn:uloted

Sepree i{:tion

(onskr*etiom

in Fr*qrers Yrlo!
Tio nsr,l iss icn

DiskibLrlicn

Ccrrrnrnrcnl;cn

Administrction cnC Se.vire
fcsen:enls

! ?"4t 3

&,dgs
!,s6Q
!,s&e
6rr

4"2:5
3,S,{6

.$s0

rI&
rE

&rr e,&s9
s n&

$s
3&

s,v6&
553
rsz
539

?3.968 &,615 ?,&r& I S,.43 t

Derenrber "l l, 2C l? fmillons cl Corradron dollorsl
Prcperty Plcnt

onC Lqripmeri
Aclumulaied
De:recrcltrcr

Clr:lruclion
in Prcoress Tclci

Tronsmissron

Dtsribrtirn
Corn rn un icclio:r

AiJminislrciion ord Service

Icsene nis

? 8/q
516

668
92.

8 {at

5b5
169
(ta

I r,840
a an(
1,4?4

l,ltt
514

6,1 I

?34

5l
r23

22 747 B, r .15 I l*(5 1 5,7C7

Iirtncirq thcr3es crpitciizoC cn properry, plont cnd equ:pnert rrrCer constirtlicr we.e $48 rillicrr ir 2Cl3 l20t ? * $56 rllonl

r$. |NTANSIS!;g &SSXTS

Deremi,er ,? l, ?0 I .: Nriliicn.s ol fcrrodicn oo/lor.sl
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n 1" knsiJleTsfry,e$$gT$ Aht$ I"tABtttytrs
Regulctc'y cssels oni inbllitiss firiss o, o resull ol $e rote-selting process. ilyCrc Cle hc:,ero,dod tle lnl owi:rg rt;gllclcry
cssels crid liohiliti-.s'

Dei:eml,er 3 i im;ilicns ci Concdrcn dollcrsl *s13 ,01 2
Regu[at*ry os*e]s:

Delerred lncome lcx reeulclor), ossel

Penslon be"ef ll reg;lctcr'./ nssej

Posl'relirernerr orc pnsterplcynrenl benellls

Irvironnenlc]
Felsion cosi vc:i0rce

0EB ccsl cssossmeni dii:lsrent r:l
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Se&rred trnc*me ?i:x €egulnf*ry Assel $nd l"i{r&illb,
)elerreC incom-- lcres cfe ro.cgr:zeC cr :emporrry i.i{e,orces belrr,,eer, ilie ccrrvtng cnolnr ol cssels l:nC lluhililtes rr lir* lrnrlrl

l;ibiliiies ilcl corresporc io ncler'ed incr:me lcxes lf ol llcw lhrelg! lle .cre-:efiirrc lfccess. ir the ohse nte ol rrretegi', crec fic.c!rlir!
lhe Ccrnpnnys prcvi.slon lor PlLs r,vc';1d hcvo beer;eccgria*-C uslrg ti.o liobiiiV methoC cnd th*re lvcud be nc reoulnicry c.r;oirrts
esloblished icr lcxos lc,. [:e ioccvered througl, lulure rcles As c roslit, lfe 2013 t,cvisicr fcr Flls ivcr]a i:clve Deer hioher by tpr:roximclcly
$ I 39 nill'or {201 ? $ I 3$ m;llicnJ

Pension Eene$l &egulnlory .,4sset

occcunling, ?0ll991 ,vculd havn beer higlrer by $67) rrillion {20,l2 - cwer by $/lO rtlicrl

ir".)ic c\i trt...l\.llA: liliclT 2tll
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Pssl-&elirsrneni ond Pasf-€rnployment Senefias

pcsu.*mp[ym*ni berelil cb]igctlon is r*recsured 1r: irs loir vcLe ol eoch yeo,ercl brierJ ir in nnr,ici ocrlc,lr:l reporl. wirh on oflse|n ihe
cssccicledreculclcryilssel, lotheexlenl ollherernecsurerrcnl oiilslrr:er1 lrllecisexooi rcle..,egulnloCc.ccrflinq,2Cl3OCl wcuC
leive beer frigherr 5y $ l? mill;on {201 2 lr:,,,,er by $ le7 mlll,crl

Snvrronrnenlerl

llydrr: One rerorCs c iicbillly lcr lhe esiirclei lulurn expendi1r,es rec]uirecj 1o rern6!1g1. erv'r$rrxsrrt{:ri c.rlcninillicr. Bi:cluse such
*xperiillres cre expecled lc be reccverr::ble in fuilre roles, lhe Compr:ny !r: reccrdei r: eqlrvnienl e{cuirl crs c ,eEulntory orsel. ln 2013
lhe ervircrnertcl req';lnicry assel cecreosecj b;, $3 nrill;cn i?c r 2 * $i n llionl lc refi*cr ,eli:,erl rlrcr!l*: ir rhe compcryir !cB iicrbiliry, nnc
ircrecsed b'l $?6 m;llior {2012 - $2 lllilliorrl due lo cl"rcrges tr tle lAll liolriitl. Il-re envircnner1ni ,eguiotory essot is cmcrtized tc,esults of

cncl cssess lhe pndency and ti-:e linlng cl reroverl, cl cil cl Flvdrc Orae's c.t!ol ervironmei-,lol expenditlres. ln 1!e r:bserr:e o{ rcte,iegllcied

ln r:dr]itior, 2013 cncrti;:L:tilln exptrse uvould irove i:een lower by $i6 nillion I2Ct? - $tE.ritli,c,,l cri ?Cl3lrcr-.ci::q chrrop: w.rld
lrcve been higl-rer by $lC miiiior llCl ? - $ I I mili;cr)

Pension Cosf Vnrionee

betree" :l-re cclL:ol pension expense inturred cr:i es1i.:cleC persicn ccsfs cDprovoa bv lhe C[8. -lLe 
br:16rc* ]1 iNi-q r*culcicrv r:count ri:ilecrs

lhe excess ol pension cosls pciC cs ccrpored ic CIB'cpprnveij oi^rcrnt5. 1n the obsence ol rote-reou]oled L.rccr:rlirro. ?0 i3 reverui: ,vcr;ld
hove been lcwer 5y $ lQ miii;cr {?Cl! * $ I B rrllttln)

0S& Cosl Assessmeni 0ilferenti*l
h April 2CiC, lhe CEts lnnct,rcecl rir ciecisir:r regorCing the Compcrys,cte cppi.clion rr respect ol HyCrc One Nolworl<s distribL:1cr
[:rsiress fcr ?0 l0 crd 20.l 1. As pcrt ol this Cecisior, the OtB olso lpprcveti the c]:stribulirn-reloteC OtB Cost Assessrenl Dllererltri Accluni
ic 'eccrd fhe Ciilerence beMeer lhe cnic:nls cpprcveC ir: :cles cnd nrtlol expercitLrres wilh respecl lo ihe OLBs ccsi .jssessmerts.

0$C Sxen:prion

ln]rne 2C'1 O, Hydro Cre Netro,,orks llleC :n cpplicoticr rvtih iie OEB regorclirq iL.e C!3: !e, ,ccs1 respcns,bilil, rr:les cr:rfcii-reC in lhe OIB,s
Ccl*ber 2009 Nclir:e of Amendn'erl lo the Dislribulicn Syslem CoCe lDSC), will resp*cl tt_. llrt ccrrectior cl ce,tci,r renewcble gener.,fors
ihcl vveie olrecdy ccnrecled or thcl hccl received o conneciior inipfict cssessni*nf pror lo Ccicl,:er ? I 200S The opplicoticn scucl.i
rpprcvci lo recori cnd Ceicr ll-re uncrnlicipclod cosls rcurretj br Hydro Cne Nc]rn,orks lixf .6s 1116f lrcrn lhe connection cl certcrn rerervcbe

/ :'1'') d,'

lcng-&rm Frojeet Eeveicrpmenl C*rsts

lr: llcy 2C0?, tle OtB tloprcvei tfe creoiior-r c1 n r'lelerrcl ccccunt lc reccrd HyCrc One Nei*crhs ccsls ol prei niro:y worl lo uc]vcnce
c.rr(:ir lrcxsrris:ior prolects idenillitd in l;e Comporys ?00a o"d 2ClC ircrsm ssicr r;ir cppliccfrc;rrs i,. 1.,/,urch 20lO rhe CFll issr,ed I
iecr:ion crrendirc the scope of the uccounl to irclude the 2C mctcr:.crs- s5iof proiecis iCeriiiieC ir llrr Senlerber 2OCe reqlesJ j:ron: lne
l,l;rislrycf Inergy ond InlrostruclL;re. 1n December ?0 ll, tle 0[B cpprcveti the reccvery oi the Decerber 31, 2Cl2 h,ccrce. rnciiitirq
cccrled inleresl, lo he,eccvered over fl cne-.y'ecr period frcm.lcnrory I. ?0 l4 tc Deco:rher 3l 2014

fiider 2
ln April 2C06, the OIB cpprcved HyCrn Ore Nelworks' distribrtion-relcted dsferrcl ircrorrl i:olrr3es. Tl* l?ider ? re!ulctorv css*t irrl.,Ces
relcil sefilene:l ori cnsl vcricnce omounls ond distribution lowlclicge seivice omcunts pl;s lccried lnlerlst. ln December 20'l l. cs pclt c1
HvC,c Cne l{e\nrcrks' lCl3 IRAA Cisfributior rote opplicctien tL* OtB c!!,oved tie llrilnce cl tlre RiCer I reguloiory ctccrnt lor iispcsiticr,
r:s part cl Ricier 9, ;nclldirg <;ccrued inreresl, io be cisccsed crer cr l4-norrt pericd from]cnucry I 20 iJ ic L)*cemi:er 3 L 2c /



f,xfernoj Serne*ur Vannnre
lr Aaty 20C9, lhe OEll cpproved frrecasleC orolrls reicled lo erporl service reverue exlsrncl revenue lrrr secolCcry 1:r:; use, rno
exlernc;l revenL;o lrnn slcriton rnclnlercnce rrrr.1 ergineerirg onci consi,lclicn rnrcr[ ]r Novs!]-,be, 2C t2, tle L-rEB cgcir opprcveci lcreccsleC
cilc!tls reloteo lo lhese tevenue cclegories cnC extendei the sccle to ercornposs r:ii other exlernci revenues. The exierncl iavef!e valflonce
ficco!nl bclonce reflects iht: exce:s:i oclus] exfercrl fevenue: ccmprrocl ro ihe OtB-cppicveC lorecnsreC orniirrls.

&ider S

ln Aprli 20 10, the OIB r*qlesled tie eslcblishment cl delerc cccounJs which coctLle tlre clillerencr 56\ryeer lhe re'erle recc,Cei cn lle
hrsis cl ()reen [rergy Pion erpenditures incurrecj cnd the ccruci reccveries :*ceivec

&efoil Sef}femenf V*ri*nce Aci:nunts feSVAt
l-'l7Crc One lcs ieierrod rerlcrin relcil se$lernenl vcricnce crncrnls lrcje: ile prcv:sicis ol Arfrci-.4g0 el the O[B,s Acrountilg pioreiuros
l-lcrdboc[. ln Deceirber 20,l2, tle Cl-B ccprcveC lle dispcslticr- cl ]he tclol RSVA bolcrrce rccrr,lulcr*d frcrr:]rnrcry ?0lC io Decenber
2Cl l. irc,:dirrg occrrei irteresr, ro be dispcsec over o ?4,rnonth period lrorn,lcrucry I 20 ll tc Decern[re, j l . 2C]d. HyC,c Or,e hcs
contirueC tc lccurnr:lcte fi n*.t licbiliV in its RSVAs sirce Decerber .l I ?Cl I

Rider I
ln Dtcenber ?0.l2, r:s porl ol l-lyCro Ole Nelworks' ?Cll lRlil CtstrtLLLticr rcrte cppiicction fhe ()[B clpr:veC fcr Crsrcsifirr r:eifcir

2C11, ircludirg occrueci irleresl, tc bedlsposed r:ver c 2d-rncnll peri6i i,cn jonlcry I. 20 l31c December 3.], ?0 ld

F$f Scvings Se&rn:l ,Arepunt
fie provincicl soles lox {PST) ord qoods cad services tor IGST] rr,ieio frcrrronizeC ir.lriy 2Cl0 rlnli[e rl.e OST, lhe pST wcs inriuiec ir.
operclion, moinlencnce orC ldmirrsirol:ve expenses cr ccp;lo experrdilures lcr posl rever,;e ie{.lL.riar.:erls cr,provei Curinc} c lrll

excenses or copihl expendilures is rol o ccst ullinolely borre by ihe Ccrpcny *nci os slch c reiurC of lhe prinr lST olerert r 11,e clclcvoC
revenue requiren:erl is cppliccble. nrd colculclicns icr hcckrno crnC rellnd were reqresteC by the CEB icr Hy;r-c Onr Nelwc..ks trcrsmissici-,
:everlereqtirenenl,PSfwcsincludeCL:eioveen.lllyl ?0l0c"rCDecrober 3l 2CtCon.l reccrCedircdslerrci clc.cr.r:t oeiCrrec|cr
ircm the OtB For llydro C)re Netwcrir:' d;st.ibLjl;cn rsvenre requirerert, PST was ir,cluCod hetweer lulv I 7g 1C cncl Docellbo, j I , ?C I ll
cnd r-eccrCed in c deferrcl rccci.t, per Cirectrcn lrom rhe OEB

Hydro $ne Erarnplon Nerv,.or&s &ider
inDecernler2Cl3. lieCIBissredcCecisior-r forHydrcOreBrcnntcrNef,rc:]<s ?Cl;:1.iirfii::lticr, ,oi*s. lncluCerj intheOtB,sclecsicr.
wcs the cpcrr:vcl o1:ccrlcln deleriol occorrt L,ck:rces, p.incrily RSVAs. Tire cEB orcerei rhol lht cpprovec brlcrres iie cgrrecorecr iric o
sincle regLrlclory c.cc!tl ond iispcsed oi th'clgi c rcle'iier over cr lwo-ve.r nericC lrcn jlnlcry :, 20ir lc Decrr,"be,3l 2Clj

Sider 3
In Dtcorrber ?C0B tlo 0[E cpprcved.erlc:in disirihulior-reloled Cele,rc;l crcr:url bc]cnles, r.,riuclirg RSVA cncurrt:, deierrd tor chcrges
CEB ccsts cr:C sncrl n:clers. The OIB cpprcved tl-re Cisp.rsitrcr ci the R;ier 3 irc crce cccur-nuloteC up to April 200E. inc]ri1rr .c.rireC
inleresJ. lobedispcseCoverr2lrorlhperioilrcnFeb'ucryl.200AtoAprii ll0.20ll InDelo"rber2Cl2 rspcrrcf HyCrcOne
Nel."vcrks' 2013 lRAl Cistrihuticn foto oppii.ctlon, rhc OEB apprcvecl lle i::c crr:e oi Rtier ! icr C ri::csiiior o: porl cl RrCer g

Ru,rsl cnd &ern$te &ale frofecii*,r truriunce {&&&PJ
l"lyCro Ore recelve: rurcl rcte prcteclion o6ounts lcm il.e lISC. A pc,ticr cf these nrncrnt,r i.r p,ayifEl tc rerr:i] cuslomers cl H.,-C,c Ore
Nel",''crks whc ore eligible lc, :olo prcleclio,r. Iie CtB hcs clproveC c mechcnis6 tc collecl lhe RRRP tl..cLrgh tlre lVhss5s e 1.4*rlret
Service Chcrge. \r]ticnces btlrveer rle crcirrts remittec by lhe IESC lo HycJ'c Ont cr:r' lr.t llxcd e.ttrlemrr:ts ici ned ,r, iie reqr;lcicn
crC sr:bseqlerl OtB utility rcle cjecisions cre trcrcl.eC bv 1le Ccmpcny ir lne RR[:iI vcriorce c.ccur]. At Decenber 3 I 2013 the liRRp
vcricnce ficco!rl hcC c $2 nill;cn Cebil bocnce whicl,,s irctL;ded in Olher reqllotorv ossels

\1.1"!) r.) aai\iSOt :i),r;irI I i\1trrJa]r:i !l\.ir-lrrit..t-I

:'lr':)il) i:\: A\\,llA: 1-r;ii-i 20t3



..10 I l l ic coNsoI I LaA I | ) :: r \A\ar r.t crat!ila \, -(

The lollowing 1r:bie preserls l!* crrt.ric:ding icrglerrn Ceht ot December 3 i 20 l3 ond 2012

I2. $XST ANS e RX:IIY A&RES&&XruY$
$lrort-Tenrm ${sfes

whicl !ns o rncxin:um oulhorized crncrrl ol $ I 000 nillicn. fhese slcrl..lerm rrotrls cre denomtncleC ln Crr-cdrcn rjcllcrs wilh vcry'n!
moluriliesnol exceedirrg365cicys.HyCroCrehcCncccrnrorcicl pcperL:orrowinsscLrlsl{rnc'ingcsnt )eremhe'31,?Cl3cld2Cl2

Hydro One hcs n $1,500 mill;cr ccr..nillecl crr:l unrred levol\,ir0 shrCby cfedit lc.i r\, with o syirCictte r:f hor!.s, rctrrirg rr j.,re 20 t8.

Cr:mrrercicl Poper Prccrcn:. Tl-e Ccrnpcny rnfiy use tie creCit lcci iV lor eenercl .crcf:rcte !!rpcses, rncluC;nq 'neeling shori iern f,.';ndirg

roqliremenls. The c[:ligolicn cl eoch ]erCer lr: noke lny cieoit f;xlersion lo lhe Corpony unCer iis creCit lccilitr,is sL;bjecl lc vcricus corclliors
inclrding, <;mong clher fhilgs, tlnl irc evel-rl oi defoul har3 occlrfeC or wolld reslll l,om s!a! {:r'eCit erlersicr

Long-Term Seb*

iss;cblernCerlhisprctrcnis$3,00Cni 1acr.A1 December3l ?0 l3 $l 8l5ril ic.rrencinrdr:vciicbie16:i55Li6l1suntil Octoher?0 l5

Decenrber 3l lnrillrons ol Corcdion Cc/lo rs/ 3m 13

5.0C% Series l5 noies due 2013
3.13%Serles l9nolesd'e ?0 l4'
2.95% Series ? l roles Cue 2C l 5 '

Ilcoling rale Series 2! nclcs dre 2C l5:
4.$4% Se ries I 0 rcles cue ?C I 6
Ilcctirg rrle Series ?7 rcter du* 20.16:

J I B% Series l3 roles die ?017
?.78% Serie: 28 rcl*s dr* 20lE
,X.4C% Serins 20 ncies Cue 202C
3.20?6 Series 25 rales Cue 20?2
_ 

'o o: . ".--)
$.Q3% Series ? nctes ire 2032
6.35% Series 4 nctes r:re 2C34
5.3S% Series ? rctes dre ?C3t:
,:1 EQ% Series I2 nctes die 2C3l
5.C3% Serles l7 noies Cue 203Q
5.lQ% Se:ies l8 rcles dre 2040
.,1 3?% Series 23 ncles dre !04 I

6.59% Series 5 noles CLre 201.3

4.5?% Series ?Q r-roles dre 2043
5.C0?1, Serle: I I ncles clue 2Cu16

zrl .O0% Ser:es 2,1 noles due 205 I

3.7Q% Se:ies ?5 roles Cr* ?05?

7$S

5S&
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&50

5S

s&0
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ss&
&0s
4SS
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&&s

40s
3CIo

sss
$0CI

315
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b00

4__5C

5C

.00
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d00
Jt0
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litO
500
100

315
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Add: l..lnr*cllzed mcrrked.to'rcikel css

l.ess. lonc;1ern Cebt pcvol:1*" wifhin ore y€ol

9,0,4S

!x
{r$*}

I,4a0
]Q

{6CC)

i.)'q tal Tl 1 lr i)l &,3$',r 7 t7S

' l-he lnielosi ,clc: ci lhe llcciing-rfli3 n)1os cre relcrerreC lc tlo 3-ncnth Cr"uclirn dclli. barlef: c.cct::cr:e ,oc c[: c '-:rii:
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lr2Cll, l'lydrcOneissueC$l lS5rnllllor{2C.l2-$,.C85rril ir:;",1 cilonc-fe,rnCehl ur.deril-,eivilNPrcgrcrr cndrsprjdihe$S00rriltr:n
,\i1TN Series l5 rotes {20,l2 - r*deerred $6CC,rillic.. V,TN.leries 3.otes).

Nole I 3 - [cir Vc]ue ol Fincrcicl lnslruments rncl Risl M,nnneenerl

13. F&tR \{At UE Sr paNAruelAL truSTRUe&Sr{T$ ,&.N& Rt$K $dAy,*A&n&{X&{T
Fr:ir vclle ts ccnsiCered 1o bo lhe exchcrge pirce in rn ciderly ircrsclcltor cehveen mcrkel prriiciccrls lo sell cn cssol or lrcnsier r: ltcDiiilr, cl
lh* neosL:rernent c]lle -lhe 

fclr volue delrriiion lc,clses ol cf slrl p,rcs whicli is lns ppico ihct wollC be ,e:eu*d in lre scle cf rr, csset or lhe
cricurt thol wculC be pciC 1e trorrsler o l;cbiliry

l-1ycrc Cne clossilies tls lol' vclue r::eos[rer]erts hcrrei or, lhe lollcw:ng rlercichv cs prsscrihed by ihe cccclnlirc rirrJcnce lcr lcr, vcrlrr:,
whicl pricrrlizes the inplls to vo]r.'rclion lechnrcles u3ed lo nff;rLrre iorr vllue irlc llree ieveis.

levei i iirpuls crtl uncdlusled quoleC nrires rn {r.iive nrrkets ior der,lrcir cssels o, liobililles lfrr:l H'1rirc Ore l.n-. lhe:biliil,fc rctess. A,,

cngcirg pricirg inlcrmcticr.

]:r.:ve moie lhor cn rrsi{,.niircori pcrrior o1 llre vrllcllor llslc] or LLroi..,,-.ervoirlc rrpr,ts

ol lle vcluc.:licn. A l.evei 3 rner:slierieni mcry he bcrsed p,1n 6rily cn Level I irpurs

&{on-Serivqtive Finsnrist Arse*$ ond Liuhi|iries
Al Decemb*r 3l 20 l3 cr! if 12, lle Cclmpcrny's coffving ciro!rts ol clccl::is rereivoble crre lrcrn relcfed pr:rlies. cr,rslr cnrl ccs|r

cf lhese inslr:rrenis

Foir Vnlue iWeasurrernen?$ sf teng-Tew Oebr
Th*lci;vcluescrCrrrrliingvoirersoltlreCcrnpcny!lonqlerndobl orD*^renber3l 20 13nrd"jCl2nrer:lcilow,c:

Decernber 3 I /lrlil/lons ci {loncdron dcllcr.sl
?sl e
Volue

20! 3
$sir Vslue

20r2
Crrrvinc Vclre

2Cr2
fnir Vclle

lorg-term Cebt

$500 n:illicr. cl i,"4'lN Series l9 ncles'

$250 ril icn of ,VrTN Srries 2l rctes:
5S6

?s&

8,2$S

5S&

?5&

$.sl &

-) /
t:) /

a 7.{1

5l?
?57

I r88
9,&5r $,vss {},4/9 I a5l

ir'1'e 1,ir-.ic ir. 1le swcp nr:rkl Ic, rfe reloreo swcp {lor,rgec! ri:[.].

ir :i'l yirlr li tit swup mrike: lor ilc reio]ed swop thedgcd rlsh].

irY)Pf ,1t1J A'.i\ilA. t:ri.ir ja::1
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Fnir Vslue {sensuremenfs o$ Serivstine Ins}r$nren}s
Al Decern[ er 3,1. ?0r 3 the Cornpcny lrcC inlereslrcle s\n/cps totoling $l5C mi] icn {20 l? - $75C r;lllcrl ti.rt r{rer€ rssti to ccivsrl

cbout B% {?0,l2 - Q%) ol irs rorcl longlern debl oi $?,c52 r:licr {?0 l2 - $g dzq n-rr lior) Ar Deren:be, 3 t ?013 he cr;npcny iccl rl.e
lo1]c.'virg lnlefeti-rcfe swops desiqrcied os fci, vc L,e l-,edges

{cl \^/c $250 milllcn l:ixec'to-floofinr irieresl-.rre s*/cp r.rgr}e.errs ic co.veri S500 nrillrcn oi rhe $ljo erllli3p,Vi111 series ie rofrs
qrctui'rrg Ncvenle, lS, 20 l;tl inlc three,rncnfh vorioble rcte Cebl; c"rJ

{bl tric $ 25 *:illron llxei+ticnrng rftoresl'r-uie swop olreeirefris 10:crv-.r, $?5C n rl c. ei tle $5!C nillicr AtilN Series l l rores
mcrluring Septemi:er I I 2Cl5 ir,ic lh,ee.ucnl! vcrioile rale dehl.

AJ Decernbet 3.l, ?0.l3 ihe {cmpcny cisc hccl irteresJ-fcfe srvcps,vith o loloi r:cticrc 
"ciL:ecf $g0C n:;llion 120:2 - $gco nril ;cn)

clcssii,eC os lr:Ce51gp6p,l conlrocls lhe lnCesigrctel: ccnt.crcis ccrsisl of 1ie icllcw,irc rforesj-rolr1 swilps

{c) rhree $250 rnillion ilocting-to{ixed inis,g5r;cris:wup cg,ser'refls tlLrr iocl in lhe: llooting rcl* tle t-lr:c:,y' pcys cr r p:r.rl. li
:he cblvel:ixet]tc{r,.ctirlirrefesi'rcl.swopslrornDecember ll 2Cl3ilDecemi_.er ll ?Clzl i,crlebrucry lg 2ll3rc
Iol:rucry 19.2C14, cnC lrcn l'-e[,rory 19,2Cl;1 1o l\cve,-nbor lt 2Cld,

{clJ l"va $50 nriliior llcclinc-tr'lrreC irierest'rcle swcn cgreerrenis ihr:1 loc! rn ilre ficcliflc r{rie ihs i6np1;fy D.v: on lhe $5C mrllior

ond

{el c $50 nillion fioctng-rd:xed rrterusl-rcle swcp flgrsefrenl rl",ct lo,'ks:r rhe iir:ci,rg .cre il* Ccmoc.\,nry,c cn the $5il ,nilitc'
iicating-rc.* AAJN Series 2./ rcles irorr Decerhe, J, ?C 3 lc Deceml:er J 2C /f

Folr Vqiue Flierorehy
Tle lci. vclle ".rercrchv o1:i;rs,",.1o1 tssets eincl liobil,li*s ni Deceri:er 3 r 20l3 :rC 20 l2 is cs lollor,vs

Fslre*rrying
Derember 3 /. 20 I 3 irillicns ol Cr:ncdior ccllcrsj Ve lue Vglue level 1 Leve[ ? Lew*l 3
Ars*k:

Ccsh lr,d ccslr equ;vulents

ir"lvesinell

Derir,ofive irslruirenls

Fcir volle hedges - inleresl rcle $wcps

5&$

zSn

$ss
?5!

5&$

?5i

l? n2
,'?

$38 E2& $6S *6S

lfuhili,ies:

BanL;ndebteCre:s

lcn{l'l{}rm debt
3I

$,05r
3',|

$,r&s
31

$,r&&
?,s&s S,EI I 31 $,rs0

itYDRO ONi- Ar.i\r..tAi IiPc?i 201]--w
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Decembor J i 20 l2 frnrliior,s cf ConrCtr:r dcllc rsl

(qrrylrg
Vcr ue

Fcir

Vc Lre level ' level 2 Level 3
Arsels:

Ccsh rrnd ci:sh equivalenls

I lrresln:erl

Derivclive inslriJmenis

Fcir vcllo hedges - arlefflsi.rcls swces

I Y.i

25r
1S5

?5 1 25r

t? IQ rg
4(): 465 ts5 )7r

Liobilities:

ilonk inrjebtedn*ss

Lorc'te:r debt
A2

E,4/i'
t2 li?

o c57
5?'lI a Qst 42 s n5/

Ccsf nnd cr:sh eq;ivolenls incllie ccsh orrd shorl-lerm rrvesinefts. At Der:enber j I !013. shcrt-lerr inr.,esfmenls r_r:nsisieC cl bcnlers
ccce$lfifcesclr,drnoreymcrl.et l*nCslctniing$5i5riilicrrl2Cl2-$lQ5millror) Tr,-,crr ,.r.r rlrsrr!)..r,esf;rtcltveol ictrvcre
becclse el ile slcrllein notlre ol fl*se rr:sfrunents

Tle inveslrn*nJ r*pl"e:onls llie Prcvinr:c oi Cnln,rc Ilootiog-Rcie Nole: rrrlrrirg ir Ncve nier ?C ]t. Tho loir vo le ol the invest*en1 rs

chcrces Tle Ccrrpcny oblcins qucles ircm r:r ncle6:efdeni lhird pcrV lcr the lci: 'cile cl lhe inveslnerl, who uses lhe ncrkel prico ci sirniic,
secLrrilies crdllstecl t:or chonges irr cbservcble inDlls srcn cs ,rct,:ri1y rjcles cnd trterosl roles

Th* icir vr;lue cl fhe deiivllive inshLrmrlnls is CelerrrneC usirg rnDufs olle, ii-rrn qrcled pr;les ihct ore cbservoble fcr rrese css*i.5. Tho icii

morkel prices fo' lhe scme cr sin:ilci iobt ci tho sij.ie reficitir.rq nofurilres.

lnercwere irlsrgrilrccnl lrrrslersbelyreenc::V*l li*lcrrcl,.:e icvel.stlrrnq tfryecrsrrCciJ Deilrbe,3I 2CIil l,d 2,jr2

&isk &Aenagemenf
fxpclL;re lc rordel rllr creriil ,rs[ crd liqlidily risk crisn: .n thc r,.lrr:J, L.!L sr rl i,,e l'lrrony': bu:iness.

*1<rrkel &islr
\{cr[el risI relers pitrnari]y le lhe risl cl lcss lhc] tesr.;hs lrc,rn cholqes in;onmodiI pricer. foreicn exch,rrge rctes rr.C interesj ir:ter Tle
Conpcny Cces rol hcve ccr:rrodiry r;sl. Tl-re Ccmpar,y Coes hcve loreigr ey6ir.rr,le.isk cs il erter-r irto ocraemenls tn purchose rnoiericis
cnci eqlipnerl tssocroied wilh copiioi progrc$s cnC prrjecls thot cre softei rn inreign clrercies This loreier exchrr:i1o ri:I r: rc] mctef]tl
o thou.rh the Ccrnpcry cculd in lrie J:ullre dec,ie lo r:sre loieign curencvcleronircleC Ceh,1 vr;-ri.l wcJlo be lodged bccl ic Ccrodrcn
d*llars c*flsisleni w;in ils rlsir monogereni colicy. Hyd,c )ner 5 6vp65,l :c iilcllclrlns n irleresl rcle: ns the relLrjolerl rcle cl rei,;rr lcr
lhe Compr:nys Transirissirr crd Distrlbltior Brsinosses i: deriveC using n formlloir ncprccrf tl,:i is bosed cr ihe for*lcrsi for lcng-lerm
Governrrsnl cl (nrcdc bsrC yielCs ond lhe 5pr*^sd ir, 3Jyecr "A":cteC Clnoiir:n lti t\, bcnCs cver lhe 3Oveor henchrnorl.. Ccverrnerl
cl Concdo bond yield. Tha Conpcny esli.!cles ticl c l% derreoso in tlre lcreccsieti long-term Gcveirrerf o1 Crlcic bcrd yielr! or rhe
'A"-rcled clcnodicn ulilily 5p,sod r:sed in defermininq lhe corri::criy's.cle cf relir wcuiS ,pdLrls li.e rr:rsrissicn Busrnes-.,srn1;r ,s5Lrlls ci

cpprc;ximrtely $lC riliicr {20.l ?, gl0 ;"riil onl

, iY)iC O\i A'rlirl!A: tl!atl 2f t3
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ihe Ccnpcny uses c cr,',',brnclicn cl lir*d cnC vcrcL:le-rcle Cebt tc mcncge lhe rix o1 ts debt port{l c. flc Ccnn:,:y clsl rsrs ileriyct;re

irslrlli:*ills to lcci. in irrlefesl role levels'. {rri:alinli..:i irllure iingn;1xq liyCrc C)ne r,oy also enler irlt ierv;irvc olreerrrerls slc! ls
lorwcrd-s1:r1in! pcy lixed-irierrst-rcio iwilp cir.enents io hedge r:gcinst lhs eflect ;l :Jr,r c , ..r;Eli ..L ir-,o,-,e r: cr ione-fern: l:ixeilote

a: cl Decerber 3 I ?0 1 3 or ?0 I 2.

A hypcti:*ticcl lC?l increcse ir iie interest rcies os-cocicted wrrlr v:ritblercre debi ,vcllC nct lcve resL:lted ,r c sigrili6spl cjerrercre r
l"lydro Ole's resrlts oi cpercticns lcr lhe yeors ercied Decenber ll I 2Cl3 o' 2Cl2

fi:ir Volue iledges
Fcr derivollva ixslrumenis fhnl are tlesignoled crC qL;r ily cs fu1, rn ue ied$es ine gcin ci lcss on lhe derivrlive cs w*. I :s lie ciisetfln! ir:ss

or ecin cn the ledgec'r1em:firibrlcrble 1c tlo lecigoc rsk ore,ecognrzed in the ConsoliiclerJ shlererrrs ci o;:erctiors or-i Ccrr:preh*^ns:vo
lnlens. Tht nel unrecirzecJ css {gfiin) cr ihe hedced debl onC fhe relcted rflefl;sj,rcle s,,vcrs lc, li.e yer.rs encled Decenber 3l . 20,l 3 cr:C
?il i 7 ore inr:ludcd ir lrroncincl ,:hi:rccs r:.s lollov;s.

Yenr ended fecember 3 l /nrl/icns ol Cc;nodion Col/or*l 28l S 2Cr?
i-irreniized css (gr:irr) cn hecJged Ceirt {&} lt:' /\
llrreolized lcss {s.rin] on fcir vclue irleresl-rcle s\!fi ps s j4
Nef lr:ecllzeC icss ictoin)

Ai Der*rberSi ?Cl3,fjyCrcCnehcd$750million120l?-$75Cmiltro.,l ri rcitcnrl crolri,!ci Ir,ore[eclgescrtstcnCirrorelcleC
lcrfalereslrcleswcps,'r"'ilhcrsselsnl lcirvr:[ieol$l2rrii]iori?Cl2*$lamilicrl DurrgtleyecrscrdedDece,rL:er3l 20 l.3r:nrJ ?0ll

eredir Ris,ir

?itl? tlero wer€ .o srgriliclni ccr:cenirclions o{ credit nsl w,lh fesDe.] tc r:ny closs 11 fincrc ul cssei: Ii:e Ccmprr\r! ievonue r! eolr*d i,o-
n brccC bcse c: clslcmers. As a res,lll, l-lyrlro Crn ljiC ct atlr c sigrlliccnr on'lcL:nr oi revenue lrcrn ory single cusfcr.e f. Aj Dece nbt. l
2ll3 ond 20 12. there lvgs 13 5rg)rircc'i cccounls r*ce ivoije l-:crlonce d,:e Irom c,ry s ngle crsrcrnef.

AlDecenL:er3l 20.l3, lleCcmpcny'sprovisiorlcrbnCdebr,s,t.cs$3Sniilicri2Ct?-$23m;llionl ACirsrrer:tscndwrite-cils
wete Celerrnined on the basis of o rsview cf cvrtCue l:cccirrls, krking irto ccnsiCerolion histcricol experiercc At Decer[er -i 1, :0 ]3.
rp;:roxirncleiy rlTi cf tf,r: Ccrnpcry's nel cccounis receivoble wftre cgeC no.e lhcr 5C icys l2Cl: 39a)

ecch cclnlerpcr\. Cclnlero*r\ creCit linr;ls ore br-sei on on internnl credii r*view t!ol consii*rs c v,,lric]\, cl |rcto:s irclldirg lhe resulls of

ls lhe sur: ol the r:rirciccl vc le ci ncrrey norkel exposures und lhe marlret vr:iue r:1 rll ccr.lrlrl: fQi i:lve c pcsl;ve rncriedlc-markel ilcsilion

pern:i$edbyiheexislenceolciogcl nellingcg.ee:renlsL r., rf lrfr'.rr'.r.r Sr,,i,DeclersAssoclcliurqc;lorrereerrenl.Tiepofentiol

l-lY)eo c\l AN\uAi i:!crT 20ll
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cclcul:teC icsed c" icclcrs clevelcpeC by the Bcnk ol lrlernoticnol Setlomenls, follcwilE exie1sive i..rsicriccl rnclvsis ol rlrdcrr flrctuclicrs of
inlerosl roies clC clrtencies. h lhe exlent llcl o counlerocrv's rncr;ir ril thresholis cre exc*eier], lhe cclnterporly is reqL:irccl fc pcsi
ccllcltrcl wilr :te Compr:ny cls specilieC in ecch cgrrersr:. lle Ccnpcry mcrrlcfs.ir..e.'crd lcrwrrd crecl,t oxpcsure to corrrrof:oriie!
bclh cn crr inrjividuol cnc cr L:ggregcte bosis fhg f3nrpc.rys credrl rtsk lci cccoL,rl-r roceivcble is linlleC tc the tr:rvinc crnolrfs or th_o

Cc'nsolidcted Bcicrce Slroels

risliexposurecrlhefciroolLr*cltheseir:t*rest,roteswopccrtrcctswcrs$l4rrilicnl?0 l2*$22mil ior).At Docen:ber jl.20l3 l,lytirc

cradil expc.:ure cf cierivotive conlrflcls

Liguidqy &is{c

reqLrr[enenfs ls lg ccsh cnd cr:si equivcleris on [cnd rurc]s f,cr cpercliors, lhe iss.rcn(e o1 conmercicL poper, ihe rsv6lyilrg stcrdl_v
credlt lccilrtycl $:.569n!l ion.cndbyhcidincPrcvirrecf Crtoricliocting,RoteNotes Theshtriiern iqricitlurCeril.eComrercr:l Poper

rcrrrcl opercllnq reqlirmenls.

Al Decon:ber 3l. 2013. occcunls pcycble cnii c;rcrur:c licbil;lle-s tr the onouni of $f95 millia, i2Ct 2 * $222 $itlisll ;1srer exi:ecleo rr
be sefiled rn co-sh cl lieir ;611y11g orrcur.l! wifltr fho no{t 'l 

2 rrrfhs

AtDecerberSl 20l3.f""lydroCnehcrCissuedlorg{e,rde!1,'ltfeprilciscl rrourt ci ga.C45mi icr{2C12-$g4bCni|icrl

lhe t:o lcwing tcbie:

Yeers ls Mnfurily fmllron-s cl Cor,lCron

Frincipol 0ulsfamding
on l*ng-ierm Sebt Nmtenest Foyn.lents

\4reight*d ,&veruge

lr:lxn*st Rote

i:4i
rf ic'. lmiliir:rs ol ConoC ^- rlcllor;;

I vecr

2 yorrs

3 yecrs

4 yecrs

5 yecrs

/50
55f
5CC

75C

a?2

3t8

361

33C

3t
:E
43
52
?*

$ - l0 yeors

Cv--r 10 yecrs

3 150 I O0)

1 a70
4,2S I

36
_1 *
J5

0,15a 7 b:\t 47

!r)i{) a,\i A\\lAi ql:l0R-l }l,l:
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I 4" e&pt?Ar $*A&*e&x&fxx&{T
Tie Comqcnys abieclives wilh respeci 1l iis tnpllnl strrclurs cre lo mcnloin effer:live orcess fc ccpiio c:r g L6pg-fsrn bcsis ci rensonoble

"A" ccteqcry long{erm .feCii rcting.

The Compcry ccnsitJers its cnpilcl slrtclrre io corsisi ci shcrelolCe,s equriv preleteC shcros. lcrglern debl. trnrJ cash cnd ccsi. oquivcieirls.
At Deteri:er 31, 2013 ond 2012. the Cc.nponys ccpiicl srrircrlre rvcs cs trriows.

' ^o ? r 0 dr:llcrsl 20r3 201 ?
lorg-term Cebt pcynble w,itltr cre yelr
lesl: crsh cnC cosir eqlivclenis

rs&
$6$

*00
tq5

lcng'tnrm dei::t

:10'r ii( -1 :iLi eS

Ccmmcn shores

lielclneC ecrnires

lE'l

&,3&',t

s23

$,314
s"r&r

,105

7 87a

37:

J,J I4

r,I$! 55r5

Totol cqpitol 1$,S' S t5 123

The Ccmpany hls cuslcrrcrl, ccvencrls lvpiccrlly osscc cteC wrt|r lorglerm Cei:1. Amcng oilrr llirgs, Hycrc Or:e's icng-term rJebl trd creCit
lcciiily covencnts lirit ilre perrissible CeLt to /51;1i 1lE fampr::y! lotol copitolizrticr. linril ihe obilrt,, rc seil rssetr 6".1 impcse c negotive
pleile prcvislol, :ubleci lo cL:.slomcry exce pliors. .,11 Dererrbe, 3 I , 20,1 3 orc 2C I 2. l-lydro One wlr-. in ccrp icrce witl rii cl l6se
covefcrli nld ritr:iicrs.

3 5" pxhtslsN ArxD p$sT-n*TtnrewruT &N& pssr-tr&&pL$y$&gsrr &g&{sruys
liyd:t One rls o Coilned beneirl pensicr-: r:lcn. o supple:rericry persicn p:icn, cnc1l posr,refirerenr crc D;si-erployrerr i:e-eirr plcrs
Tie delined ben*fit qension plon {Pensior llcn) is conkiburo'y cr:d rcvers cll recr[, e:-.clcyere.: ci .]yclrc Cne c;rC irs suhsiCicrtes ex:epr
llyCr-o Ore Branplcn Nejr.;cri.s. Inployees cl Hyciro One Brcrrnntcn Ne].,vcr[s riflicipate ir the Ol,AlltS plcn, o mr;tierpicver puhlic sec]c,
p*nsior iund. Tl-,* supclere:ic'y persion plc.. prcvides nenbcr-< ol fhe Pension Flcr witr, benelils tlct wcrlC hcv* beer eorrei: rncl pr:ycble

wili cah*r ccslrrl,rerrc.ri rnC pcsl-r:rnploymonl beneil6[]lqsJir15 cr ilri,. Ccrscl rlcied Bnlcnrc Shccts

The &fi&6RS Flen
HydroCrretortribulic.:nsiothe OA.4tRsplcnlcrtheyeue'rCertDecenber3l ;0l3wereg2rnil icri?Cl?-$2,ri lcn) C.nprr:f
rcnlribllions pcyr:ble t:j Decen:ber 31 ?0.l3 cnd irc[ded in rccrL:*C i:obi l]es cn iie Ccrsr:lidcteC Bnlcnce Shcels were $O.l m, ltor
1?012 - $0.2 tri icn]. HyCrc Crro rcnhibrlions do rol represenl rnore'thor 57" r:1 tcr.:l corlrlbrircrs tc ge C)VitRS p6n. cs inCicctecl in
0A4[RS's mosl recenliy cvcilcble onrucl reporr for rl-,e yeo encioc Decernber J l 20r?.

|.']i')?C Ol!: A\NLlAl Ri:fO!l 201:
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AtDecernber3l lcl2 thocll[RSplorwns85.6%rlrcjerj,wiilrni:rfur,r]errirbli;tyoi$qq2lmiiricr.Thisrrlunr]ediiohililyr"ril 1ilelv

erlilies willdr"cw frcr: the p cn

Pensian FIeix, Post-&.efirenlent smd ps$r-grnployment Flxns
The Fersior Plcl prcvices benei ts bg5s; on hicrhesi rlreev*or crveroce r;ensio"oble *crnii-:gs |1r .syu nrcnrqe.renr ernplovees who

200'5, ber:ei ts ore br:sed c, ligiesi liv*yecr averoge perrsioncble ecrrings. At:ter reii.cner-r, irefs.ls rre ircexecj tc irl]cllon

Ccnpory crrd emplcyee ccnlriblllons lc lle Persion Phn cro bosea cr rctlcrici vr:l;cliors perfollei {::rl lecrsi svery lhree yocrs. Arnurl
Pensrcn Plorr conki!:ufion: icr ?0 l;? of $160 nillrcn {?0 12 - $i53 milllcrj were bcsei or on a.:trjoj-rc vrtrrtrcr efiective Decerber 3.l.
2Clr crClielevel cl ?Ol3pensiorobieeornings.[sii,nc]edirrin PersicnPcrcortrii:ulronsfor2Cl4oreopcrcxinrtely$l6Crrllicr
bosed en lhe Deceirber I I ?0 I I vclucticr onrl lhe prciectr:d ievel ol pensioncblo ecrnrilrs

service ptricd ci tle enplcyees. The pss5qrl-6,ren1 dcle Ior tho Plcrs ir Decenbor j l

)tsr snd*C DecemL,er 3l millions of Conodio,r dc/hr.1
I erl5 \)n l):\-rl' I

?sl3 2C l 2

POsl'ROlt,erenl rrd
icsl'lmp[:ymerrl Beref ils

2EI3 :tc I 2
ehcnge in proi*cted benefit

'rcjecreC benei,r asilgsllon hecinning of yecr
Currerl selvico cosl

lrrlereil ccsl

lleciprcccl lrcnsfers

3err:lits peid

llel ccfucriol ioss (ccln)

s.5&r
rr0
2r&

I

{sr r}

{63}

.5 d5r
I23
,)o {

I

l)a \

O?A
{44}
ls

t.r2)

:0:l

,4.5$
.*s

*3

2'.ta

b:i

lroiecled benef;t cbl ccr .rr ' -] 6i yr o- 6,Str& 5 501 1"$31 I /5e

(hong* in plnn ass*ts
[*ir vr ue ol plcn crssels, beginning r;i yetl
Acflcl relurr or plcn lssots
Reciprcc*1 hunsiers

Bereflt: rcici
Empioyer conlribulions

Inr plcyee ccririSllicrs
Ad m i n islroiive *6xpe.ses

4"9$?
&&v

i
{3}n
ISS

30

{22}

,X,68I

4?.:

i2ql l

:53
27

1Jl
lcrr vclre oi plor css*ls , end ol yeor 5"r31 1,5q2

l.lrfrrCeri rlohs s4$ 155 1.S31

r!f ii {)\: rr\\.ti jA.- ii)iiT :al:
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Hvdro cne crese.rs irs benef : :iliccticrs a.d pl:n oisors f el r. iis consciircred ilclnr:ce Sheets withir rle lcllc.,v ,r:r lriie iirrrs

December ,l I Imi/irons cf Ccnadrcr c:' --'l
Persion Benelrls

2SX3 ?01?

Pcsl-Rellre*erl ori
lcst'Enpicyneni Berellrs

?0r3 20 ?
Accrred licbilities

iens'cn henei,t licb.lin"

Posl'reli r-emenl cnd po:l-em plcyrirerl benei i l icbi l i:\r

.43 ,4,t

&45

I.4&S 1,,il16
Unlunciell sll-rfus 845 5r5 1,$3 X r5t

ihe IL:rcecl o ;ril.rCecl stcrlL:s ol lhe pensicn posl-fefii"ernenl ord posrerploynenl berrelrr plr:.elcr,r rl rhE di|leronre be\n,eerr tr-e lnii

ircllC:ng ccnlribllicn levels, cssun:ed iiscolnj rnles cnd r:cli:cl relurns or clilr cssets

ll, tl-re Persion Picn:

Decenber 3l lmillion.r ol Ccncoir:n 2CI'!3 trt I I
rDr:

AtsO

Ioir vulre cf pcn cssels

s,$rs
s,99&
5,r3 

'

5 .507

a,07r

OrcnABObosir,ihePensiorPlorwcsfrndeiol 95%rtDerembe,Sl 2013{20.l2-82%) CrcPBObcsis the PensicrrPLr, wrs
lunCeC trl 8/% ol Doceri:er 3l , 2Cl3 l2Cl 2 * 77%) If,e AB0 dillers lrcn the PBO ir ihcrt tle ABC ,rclrco,s .c cssumoticf tbr,:l irtrre
rompensclion levels.

Cot'rnpenenls erS h{wt Fenindic Eenefi? eests
The lcllowirq loble provides ihetcrnpce-.ni5cf tle retpericdc ber,etlilccsrslor th*vorrserJor] )ersmber ll 2Cl3 cncl ?Ol? Ior

the Persicn Plcr:

Yenr enCed Dscerrrber 3 I Nrrllion-r ol Concdicn dollorsl ?sI 3 241?
Clrerl selrice aosl, f$l of erplcyss cr:rlribulions
irleresi ccsl

ExpecieC roturr or plon c,rseis ret c{ expenses

Aclloricl lcss oncriizciior
Irrior seivice ccsl crncrlizcliol

n41

?r&

{30s}
n15

I

9s
;E5

i2891
l:2

3
Net perioCic benefit cosls ?&r ,/-\) /

ChcrceC io resLrlts cf ooerclir:ns /2 7b

l:0 2 - 58/- nillionl rvcs copiiclizeo ts pcr: cl ire r:o:r ci lrrlpcr,y pilr,r i,rd c{iir;lre.r cr,ti ,rro,rglb r, olsers

!!)!c 0\l lii\.r\ilA: ti.!otl !ct3
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Tle lcllowing lable provides the conrpr:renis cf rre ne: !;rrcCi. berei]r costs ior the yeors enC:o Decenber j l. ?0 lj :rd 20ll 1.lr

lhe pcsl'reliremenl onC pcst-enpi6yp6at plons:

Yenr enCed Decenber .l i fmillions oI Cr:ncdior drlbrs.r ?*I3 :0]2
CLrrrenl servlce cosl, nel ol enplcyee :cnlrlbufjcrs
lnleresl {ros1

Aclloritl lcss l::nlrlizclicn
Prior service fosl cmcrtlz0licn

30
I ).1

I

d0

63
2r

3
Ne: nsr al;i Lenelii mstl I33 lCa

Cirrced to rssrlts cl opercIcns s& /Q

&ssunrpllons

Ceue16p66.1 cl vu,tciior lssrmplrons ond cccounlirg pclicy eiecticns. Wher ievelopirg lie requrred issumUtions, tr e i..lllrrr y !u,,5 aers

iocicrs. The irnpcct of chonges in crssuriplir:rs lseC lclnecsuie lhe cirliccticrs oi the pions s gererc:l1y iecoqrlucC ovor llre exiteclet: ovalcle
renclnirg service period cf the plcn pcrlicrpr:nls ln se eclrng h* expeclei rcle cl relui'n on plcn c:set.., Hyclrc Oro ccrsrders lislorlrc

mc;ke1 perlormcnce, weighl*-C by lcrOel c.:sel clclss cllornJicrr. lr qE1p6l. equ;\ seclrilies reci ostcte 1rC p.rys1. Oerr1l, invortments Cye
]cr*ccsleC to ircve r- cher relurrs thcr lrxer] ,"ccrre secl, 1;es

'lfe 
lclicwrrg rteighted ivef;ge ossLrnpiiors were rsed io clerermine rher benellt onli!.lctrcrs li Dere:rbe, 3l ?Cl3 orC 201?

lbor enCed Decernb,er iJ I
[91.5i1;r lgreirls

3SI3 2il1 I

PosJ'Relireneni crnC

!ost-!nplcymert Benof irs

?&r3 2ci2
$ignifieont *ssurnpticn*:

Weighted cvsicge C:-rcourJ rcte

licl* cl rcrpersr:ticn :ccle escclolicn lwilhout rneril)

Role cf ccsl tl l vin{j ircre*se

Rr:te ci irrrrense in heclth rcre cosi 1r-onds,

s"r$%
*"$s%
x.ss%

{ ?5%

2 00%

,4"15%

x.50%
x"s0%

e.3$% 1 3Q%

68i?;per irr;rif 2Lll{ gtcoirrccowrlo4.la%pcrrnf;unir'or.icl:er2l3ri2fl2-atl9.i:2flJ,orr:irrrdowrrc4.Jg?,pef orrlrrluruciter2fltl

,.ryl.il c\l: A\t!iuAi i:poRr 2013
.itl'\'$':t\\it\r. :' rLr tL:\..,.,......,,,..,,..,..,- .

ilt:rlit:l\li:li,
.,'}:riiliti.iL\\.i\itfj
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Yerr erdeC Decenri:er 3 I

perodrc berrlli r:o.-.ls.

xsl3
rensron tsenel,ts:

Weiqhtei overoge expected fcle cl retrrr or llcr cssels

'vlelghled fivercge discouni rokr

Rnle ol ccnpersllicl sccle o-c.n iticn (rvifhcrl rrretll)

Rote ol ccsi of liuing ir:crecse

{verooe ro.'rcininlJ scrvice lile ol employees lyec;rsj

&"?$%

4.3$%

?.5S%

*.sCI%

n;

-1 .l)1"

2 50%
L\ t.

t:

Ferst-Relinement cnd Posi-Emplerynrent Senefitsl

WelohteC oveicge Ciscclrt rcte

Rrle cl ccrnpersclicr sccle escr nli.r lwifhoui r:erifl

Role cl ccsl ol living ncfeilse

Avrrr:gr rcncirirg service likr cl emplcyees fy*crsl
Rcrle cl rncrecre lr !ecltL core ccsl lrenc]s'

4.?5%

?.50%

3.S&%

1'r

4"39%

5 257"

? 50%

? 009;
ll

1At,%

yield rrrve cpp.occh. urder lhe yielC curve r:pprocch. experieC fuhre berelil piv.neirs fcr eccl t:irr: g,s d srounlerJ i:y c ,cte on rr lhirc

party bonC yielC curve correspcrdirc lc ecch drrcf c... flr6 vlsll crrve is brcsed cr AA ong'lernr larpcicle hrncls l- \ r. ) r(- i r'c

cclrr:bieC tl^:ct wolll vleli tle scmr irfesent volle cs tl-,e srm ci ihe Cisccrrrsd:rsh {r',r,s

Decenbe, 31 , ?Cl 3 ond 20,l? is cs fcilcws

December 3 I lnrillion.s ol Ccncdicn dolloisl 3SI S iAt /)

Proiected b*nefit obligo*ian:

Ellect rl l% ircrccse ir. herlil: ccre cosl lrof cis

Effecl ol 
.l7" 

decreose ir lerlt! ccre cosl lrenCs

2$&

tz0sl

2,1t)

{r?rr

"l"he ellect of i% rhcnge rn Icllli tcre co:t irerds nn 1l.e se'r,ce .os] arrd lnlerest msl lcr lhe pnsrrelirel.rl-1 crri prsl-er-.ployne.l berelt: lc,

lle yecrrs erCeC December 3 l 20 1 3 ond 2C l ? is as lolbws.

Yecr ended December 3 I fmrlliors oI Cr:ncdic'r Co/loruf *&i3 )41)
$enviee cost and inten*st cost:

E|ferl of 
,l7. 

increcse ln her:lth ccre cosl kends

ftflect ol l% decreose :n henlth rer+ crsl lrerds

2!
(x6l

')7

1l l)

rlY)PC C\I a.N\llAi t:lCRr 20 i3--WW
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Tfe lollowing opprcximole l.i: excectc.cies wefs Js$d n thc mortcl \i cssumDllons ic delerrnire the prriertecl Lenellr obtioxrir)fs lo, fle
Fensicn crd pcsl-relirernerl cnd posl'errploynerl plons.:1 Delernber 3l ?Cl3 cnC 2Cl2

Secemb*r31,2&i3
life expectoncy ot &$ $or u rn*rnbor currently uf

Aqe &S

December ll,:012
L:le ernerlcncy nt 65 lcr c ueqber rlrierlly rj

Age.4$ Aqc 65 Aqe 4)
&1ole

2S

Fenrale ,\,Ar:l e

?c
Fer,'c e

')')
LAcle

?t
[enl e

23

ldsle Femsle

?62425

Estinrsted F*rture &ene{il Poynrenfs
Al D*cember -? I ?0lJ csiirnclei Iulr:re benelrt paymenls by lhe Conplr,,, tc Plcr, pnriiliucrls wer+

lrnillions oi fcnsdicr do/lrrsl Persion Serolits

Pcsl-Relirerrerrt ond
Fcst-irnolcvmenl Bcnelits

?01 c

20r5
20 t6
?017
?01 I
201? throuqh fo 2023

;1 lO

:l lQ

,1 ,/ ,/

335
J4,l

oq8

5t
.\7
5q

i')
a5
7O3

lclol eslimr:ted lutlre berelli Dovne.is lrrcurh t: ?02.,? I )12 aa7

eonrponents o$ kegurNofory Asseks
A pci-iicn ol ccluoricl gcrins nnd lcsses cnC r;qlar 56rvisg ccsls is recc"ded ro,,llhir :eollcrtory csselt cn llyCrc Ore s Ccnscliinlecl Btlrrre

lcbe pr6v;ds5 lh* cclucrrill goiirs ond losses ard pricr scrvice ccsfs 'eccrCei willtn ,egllctcry cssels.

dollcrs/ 2Sn 3 2Cr2
Pension S*n*{itst

Aclrcric;l oss igcin) for lhe yecrr

t .. : .'r r

Flcl servlce acll omcrlt'-illicn

(elsl

{} 15}

{2}

8C7

ill2i
{3)

{r?6} 6t;)-

Fosl"Rctirerncnt cnd Fosl.fi mploynrenl Benefits:

Acllcricl ioss lcr tie yeor

j ": ll)l ,

Pr cr service ccsl 0mcrlizcticn

13

tzr)
{3}

!0.1

1tl)

131

{r pl :??

itY:)!rD 0\i AirNUAl tIpoRI:ct3
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ihe l:liowing ioble prcvides lht ccmpcreris cl regllchry ossrts ilol llve .or heer recocnizec os ccnpcreri3 i1l r:x: nerir:d,r l-,enrii] crsrs
fc, lf e yecrs *nrJerJ December 3 I 2C I 3 ond 2C I 2:

Yeor ended D*cnmber ,l I lr;llicns c;i Conodion dollor.rl ?$x 3 20t 2

Pemsinn Senefitr:

Prcl service ccsl

Aclucrn loss

53

&42 510
&45 5 r.5

FoshRetirenrenf and Fo*!'Irrp]oynr*nt Benefi t*:
Pi'icr service cosl

Artlorioi loss

2 (

3S6 315
3*& 320

'l-le lcilo'*'irg lcble prcviCes lire lcn!:onerfs ol reqLrlclory ossets crl Decemi::er 3l tlct cre sxpe.teC lc be oncrlized ss ccnrpcnenls cf rcf
pe riodic benefil ccstl rr lie lolicw rrc yecr

December 3 I lmillrcns ol Conr:Cion dollcrsl
PensicrBerelii:

?s13 ?Ct 2

Posl'Reliremenl r:.ri
Pc.:1'I m pio\rrre"r llieref rls

x$I3 20 I i
Pricr servlce ccsl

Achrrrl loss

3
'!03

?
/)

3
'ls

.l

)7
1S$ ':77 IT ?0

F*nsisn FIon A.sselx
|nyesfrn*nf Sfrc&egy

CL;e. As pcrl ol this ongcing evcluclion, HyCrl Cre nny rci.e :hcrge: to ils lcrgeled :ssef cl[:coJir:n rnd rrveslnerl slrc]logi. fl:e Penstor
Plor. is rncroged ct o nel clssel lovel. Tle mcrin obieclive ci lhe Pensrcl Plsn is io slslclr c cerlc I ievel of noj cssels in croer io rreel tre

Slmmcry ci lrveslnrenl ltrciicies ond Ptcceiures 1S1PP] whicl-, is reviewed cnC cpproved by tlre lrveshe,rl Per,sicl Ccmrifl+e of HyCrc Ore.l

SlPP The perfc,tci.lce of llre rnrncgers is monitcted through r gcverronc* slrucli.rre. lncrlrses l. fet css*ls cre c direct resull cl invilslrlerl

The ncin uss cl re1 os;els is l;r herellt llcy.r*ras rc eligible Persicn Plcn mer.Lers

Scnsrnn PJan Assef rlotix

Al Dec+mber 3l , 2013, llre Persion Picf icreol cssel olloccfiors cnd weiS;i:ted cverceo crs*1 r:liccrlror-l wefe o.r l.llo\,!s

Torqet Alloc0tion
frur\' securilies

Debl secL;rilies

C)ther'

50c
35C

5C

0/.a
)l t

c0
r00.c

l):1-er lrr*:rrerls ircitce ret cs,o.e cri irllcsiflctiite ifv--slfft.nts

ilv)RC c\r.- r:\t\\LlAi ri:PckI ?013--WW
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A1 Decernber3l ?0l3,ihePensicnPon\elCgl5mil tcncll-"lvCrcCle1alo"rot"bonisi20l2-$?cniiiio":l crrdS2lTrilrorrl dei:r
secrrrit;es c| the Prcvlrrco 12Cl? - $243 nrllion]

Soneenfrofions sf (redif Sis&

FyCrl Onr evolucteC ils Pensiorr Plcns c.ssef pordolio for lhe crrstenc* ol siEni!lccrt coi.el1cliors 1;f creiij ;sl< os r:i Decernlte, : I lNl:

llpe c{indlstry,cnCccncenlictlicrsir rdrvrdl,ol lunCs.Ai }ecerni:e, ll 2Ol3crd20l2 thereuverens5qrl;ccrl cof;c!fircricnslreiirei
os g:c:llof ficr l0% cl nlon ossels) cf risk in lhe lerrsic,r Pir:n'r osselr.

fli: if eiti"rer porf,, lc the lrurscction dces no1 meet ils ojltgolron

Foir YoJ&e A4essurenr*mls

vclre !ierorcLy cl Deceni::e , 3 I ?0 I .3 rnC 2C I 2:

. a. ' ,/ ' o. 'l) o) dollcrs/ Levei ] Lew*l ? Level S Y*tgf
locied frnds

Ccsh anC cos! eqlivc e rts

Shcrl-ter n: securilies

}lell esicle

Corpcrcle slures -- Ccnodicrr

Ccrpo,cte shcres -. Foreign

Bcnds crnC Jebentlres - Concdrcr
ko o" ,']ce* . .l

l5s
x&

1S&

Ilr 13d

*$0
i&s

?

s43
?,tr$&

I"&!&
18&

$43

?,r&&

?

1,.4 tr&

i&6
Toicl fcir vclle cf picn cssels 3,&S3 r,rs& 'ln9 $,n$

lor plrsicr oirlf rsrrrilcr expers.J

December3l, r0l2 fnri/lrons ci Ccrrd;cn dollorsl level I Level ! leve ii Tctc:

Pcr:led lunCs

Cosf rnC ccsh eqrivclerts
Short'lerrn secL;rilies

Recl eslcle

Ccrporcie shores - CcrcCirn
Ccrpcrole slrcres - Fcreigr

Bor,ds crC debe,:lure-r -- Conodinr

?_

125

r5

lct)

iCr 't') 1,

t?5
I til._)

?

2 077
l,{:41

t\)//

2

I Ar'l
Tcicl fcir volle ci rlcn r:ssels 3 r?,1 I 7{C 105 4 9E8

pefllro \c.i rirstr::it.r5 rro 58 m;llior .elclino 1o occlol; lor per:ic.i oi[]risjoiirl orir!.st

See Ncle l3 - lcir VclL:e ol Finr:rc!ol lnsltLrmenls otd Rist Alrrogen:errl lcr c Ccscritlicr cl levcls rvillir ih*- loir vr:lue hieri:ichy

1-l/)rC O\t /rl'.li',lL..lA: ti:fC?l ?f r:i
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Yer:r ended Decen:bei .J I Imlllions of Conndion

{&omgos in f}re f,oir Vsfue of fi*sncicl fmskunrenfs f}sssi$*d im {eye} S
-fhe 

fol owin! tohle surnrncrr;es lhe cinnqs.-. i" ic r vcl;e cl l;rcnlcl ifsirrreris r:lcssified ir Lrvel 3 1c, ihe yoir.s errled Der*rbor il I , ?0.l 3

llrcl is nol observoble rr. lle rncrkets or dle lc iccl cl ilqlrdil, ir c*-rlc]n rncrLets The gcrns crlc lcsses prese,rtad in rhe tcble hecrry mcv inc lie
clcnges in ic;r v:lle bnsed cn bclh observoble und unobservci:lo irpuls.

dollors/ ?&r3 20t2
o ".) .)

Rec r;ec cnd rnrefllizeC ceins
PL; rcl-,n ses

Scl*s nnd disbursomerls

tss
23 E

s
('ls)

Fcir voiue, e nd cl ,leur 1t9 tc6

-l|trre luvo L:eer ro moierial lronslers irlt.. cr.rLl oi |evel 3 r:i li.e fnir vclle lrercich,/

fhe Corpcny perlorms sensilivily orci'y.sis lo' iuir vclLre necsri.encnls clcs:ll;ed in level 3 sirbstillring the unnl::rrvcL: e inp;is w:rh ore
of more rccscrtci:]y cc:rt ble cl'*rrrc:lve cssunpl cns These sensilivily cnclyses resllloC ir :rexliqiole chnnqes rr Jlre lcir vcrlL:e c{ fi.crrcicl
lnstrLiref ts clossilied in llrrs Ievel

Vclsefion Iee&niques {"ised ts S*fernrine Fcxir !&lue
Psoled Furds

The pccled ft.lnd cclegoty n-rcinly corsisls ll prrvcle equi\r inveslrenls. Privcle equi\ inveslrnerls repps3sl1 privule equlll iL:rCs ihrl irvest ir
opeiilirq ccmlories l!:ct cre ro1 puhlicly lrcded orr o slock exrl,unge. lnvestmorl sliclegies r o.ivcie equilv rrclucle imrled ptrrlnership,s ir

inveslrerls whicl. irclL:aes rnplis srcli cs c::1. or:erilrrg 'e.:ulrs Ciscounted fulure ccsh licws uri mcrkerbo:ed co.pcrcble dc"rl. Strce lhese
vclrclicn irculs cre nol h;ghly cbs--rvoble, privole *qrily rrvestrrreiri,s ncve been cctegcrized cs Leve il within pooied 1:lni:i.

Cr:sA fquivolenrs
Dernr:rC ccsh deposiis heid wlth bc."ks onC ccs! hold by lhe irrvosimenl noroqers c;re ccn,ridereC l:s.\ equivrlenls l,.d cre rrciLrCed in lhe
fcir vciuo rnecsuremenls hierorchv ns Lovel L

$ll*r"i-?brm,Seer:nlies

hooo b*-en colegorizeC cs l-evel ?.

l(eol tstole

hoCirg cornponles cre volleC lstng rel cssei vr:l,Les repcrlod b,, the lund ncnocter. Recl estcie lr-.vesln:erts l:e rcleo*r;rr,lC cs ievei il

forpoi"ofe 5&nrel
(ir:rpcrtle shcres cre vclled lrnseci cn quoled prices ir crlive rr*rlels orC tre ccbgorirei os [eve] l. lrveslm-orls doncrninllecl ir fcreign
criirencics cre frcnsicleC irlc Clrcdinn curen.y tl yeorerd roies cl excirc:rge.

&cnds pnd D*&enfures

llerds trnC debe nlure-. ore presenlec ol pub ishei clos:rg trade ,tuclcilcns. orC *re crlegcr:zed os Lcve I 2

HY)['C CNi ANlr\t]Ai ftfOit 2013-W
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I &. Xf\rVIn0NSeEN?Al" Ll&eltlTIES
Tie lcllowing tcbles show lhe ncvernonis ir envircnirerrol liobilities fcr t|r* yecrr encjed Decem[er 3 ]

Ye.rr ended December .? I "?C 1.3 lnrllicn.s oI ConcC;cn CcllorsJ P(B

2C"i 3 unC 2l I ?;

L&R 1b!*$

Environmerlcl ll,iitr;litios, .]cnuc;ry I

Inleresl cccrelicn

[xcerd itures

Revr: uclior oi lsln:err1

n9r
s
i?l
{3}

sx
I

Ir4]
?&

?4$

1S

{}6}
*s

Invircr.r:rentc iiobtlities, December 3 I

less: currenl nciilor
?s'r

15

6$

I*
?&6

?r
T&6 53 ?39

\bor ended Decsrnber 3 I , 2C I 2 lrnil/rons ol Concdiorr lol/c,, tAll Totr:l

Lnvircnmenlol l:nblliiies,.lr:nuory 1

lni*resl ccr.:relici

Ixpe ndiiur*s

[evii!cticr cC iusln.ler1

ttt
i

ioi

111

5E

?

lrfi
2

257
i

tl)
Envircnmenlcl iiobilities. Decerr:ber 3 I

less: cllrerl portrol

'iq7

t3
5: ? 1,.q

s,').s
Itl 43 ??t

Tie li:cllcrving iabes show lhe reconciiiclion be[veen the uriiscc:nieC bc:,s ci the envirornerlc] licrbilltres r:rd the orlounl 'erogrTec
on lhe Ccrsolirjolei Ba crce Sleels cfler hclcrinr r f\e discoL:nl rcte:

December 3 l, ?0 l3 frrllicrs r:l Ccncdron dollorsJ peE LlqR Tolol
l.lnClscolrtei envirormentol liabllitles 3&S

3S

$&

$36

23v
i.ess. d iscounlirc i:rcc'rn!icted I icbl litles lc preserl vclle
Dtsc*unled ervi16lrxsnlal iiabilities ?0t 65 ?66

De,:omber 3 i, 20 i? fnillrr:ns cl ConcCion dc/lorsl PCB IAR jctc;l

!ndiscounterj envirormentol i;cbilitios .),,
l6

54 ?87
3S?Less. C i::cunlirc ccclr.,ulcled liobilities lc) nresenl vclue;

Discounled environrnenlcl liabiiiiie: ')q7 5?_ ?tQ

'lYDeC Ci{irr Ai\\1..i4: Ri:lCii'i 2ir:;
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At Dr:cember 3l 2Cl3 the estircleei lulure ervircnrnenlai expenCilures wero rs icllows

lnillrcrs o/ Concdicn clol/orsl

2C r,1

?01 5
'l0l o
2C)1,7

:0rI
Theieciier

?7
28

:5
?3

?2
r70
3C5

Al Denernber 3l 20,l3, cl the ick:l estinrnter.] irlure ervrronrerlol exrerdirures, $237 rriiiion reloles tc ilCBs 12Cl? - $?l j ni icnl
cr:d $58 millicrr rololes to LAR i2C l2 - $54 r.lillicn).

exlerncl everis such us clrcnges lrr leli:i*licn cr re!L:lulion.q. urC cCvcnces ir remeCiolicr lechnolcCies. lr delerrntr g :.. c -,..:- j, -.
reccrcjei CS eilviron.nerlo icbi itios lhe Compcry esli:-.Cles llte crrierl cosl ci cci:olet rg requ rgl wcr! lrd rnc!.es ossu,rpliors c: lc

cl op;:rcximcley 2% lros been used to express lle:e currenl tcsl esllryrcles cs r,:slimcleC lulure expendiltre: llllrc *xperittlres ttv* Lr,or
drscounlec rsir"rg ilclors fotging 1rcm cpproxinralelv 3.3% te 6.3%. rlepencilrc rn 1\e iirorclrilte rcle fcr lie periocl wl,en oxr:erCrlures

llre prosenl vclue o{ c;csls required lo meel oxisl:ng i*-Eiscrtrcn c, reiulcficrs. llcwever ij i5 rso.56nct[ly pcssible llrcl rumbers cr vc]rrnes ci

Fnvironrnentcl lirb;lrlle: ore reviewea onnuclly ci rncre freii:entlr ii siqniircenr chc.:rqes ir rsg;lg1 ors lr clier rslqrslr la;'a15 otcur. Eslimcle

be iecoveiohle r rcles.

Fe&s

lr Septe:tber 2C08, [nvircrnrent Cr:rl:Ca published regulofior,. gcverning 1le ronrger.eri stoictts lr,C iirpcsc] cf [,CBs, ernciec] rrrdor
lhe Ccnadion Fnyironmenlol Proieclior Aci, IQQ?. Thu regulctlons inpcse timelirres lor Cisposc cl I'CBs Dr:se{l cr.eilclr cfitcr.i incrdirc
tyle of ocliprnert, rn'use slclus, ontl PCB-conlcrinot;or lireslnrCs l-,rier lrese regllctrcrs crC Hvdto Ore's rrpproveC end-cf,rre oxto.r:lol
PCB: rr con:e::l,ltrons cl 50C pnr:s per r llicn {pprrl or rore hrve 1o bo i spc..eC oi by the errr o1 ?011, r,iri ihe r\cepii.r rl spe;,lir:cliy
exernplecl equipmenl, oni PCBs in ccrcenltrtrors q:ecter 1!rr .5C cpr cnC ess tfrcr 500 npm 5r grecler 1fc1 59 ppn ic, pcle-lcr:
tiorslctrno:s llololcp trxilrcr:y eleclriccl eqripmenl onC light bo1ios1s, r-nust be Crsloser ct Ly the errj ci ?C?5 ,\,4lrrngemerl judges tilr
lhe Cornpony clrrerlly ir*s very lew PCB-rcnlcnrirnieci cssei.s rrr excess of 500 ppr. Ccrtnmiroled ec1!irrrrcrl lvl oeneil: tv ie,eploced. c,

cf iess tlcn ? ppm.

Iit L-crrpory's besl nrlinole cl ife totol esiimoied lulure expe:cil:res lc ccnpy ,vlfi: cL;reni PCB ,egu[:ticrs is $237 miliion Tiose
expend;lures cro expeciecl lc br tncurreC ovei lhe period lrcm 2'll4 io ?02,5. As c res,Lll ci ils crruc revie,r c! ervlrcrrcfl. icbi r|es lhe
Ccn:pcny recorded o revcluclior cdirslrrenl ;n ?Cl3 ic rodL-,ce tie PCB envtrcf merto liobiliiv lry $3 rnii ion i20l? - $3 .ril ,c"l

iA&
The Ccmpcnys besi eslimale ol ihe tclo eslrm*ied flllre expennilure: 1o ccrlpiete iis LAR proqrilrn is $68 m:ll+r,. l.r:sc L^lcr,. r..r..., j :
eroecleC lo he incrrrecl over lhe pe,iocl lrcm 20.l4 tc 1022. A-. c resull ol ils crnrrnt review cl .rvrrcrnerrol licbilitie-!, lhe Componl
rocordeC o r*^vcluotlon cClirstrrenl ir ?Cl3 lo ifcrecse fhe LAR crvircnmertol iobi iry by $25 nil icn 12012 - $2 nrilicrl
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in some of ils lociliiies ori io, ihe cleccnmrssrcring cl specir.c srn,iichirg stclions locolecJ on lncwred sifes AiOs. rt,hich rs$resefi lescl

volue ccn be rrcCe. ll tie ossel renorrs ir service rl lhe recogrilicn dcrte. lhe presenl voile cl:1iLe iiobi ity is ciced 1c lhe lr:rvirg orlrnl
cl ile ossoclt:le:l tssel in ihe perir:C he iicbiliry is inclrred <rnd lhis caCiliofil cirryrr! gr11ri i! decrericteC over lle r1;ricinir! ile cl lhe

tc c rlrber ol ioclcrs inclucing, b!i roi limiled to, cosl escololicn, chcrces ir re.irclcgy r:ppiccble lc i!e cssels lc be relired, cionges il
legislal r:r or reguloirons, cs well cs fcr occrelror cf lie liobi;iry- cue ic lle posscse c[ lime rrlil ]!e obligctlor, s setiled. I)opr-^cir.;iicr: exp..se
ir udilstei pro:perlively lci cry increcses rr decrecses tc lie corrylrrlJ onrolrl cl lhe rsscciclei css+l.

ln delermiring lire cmourls lo be recorded cs ARCs. ll,e Ccmprry e:limotos lhe clri'er1 lcir vr:lue for ccmpleiirSJ reclu;reC wc:( cri r-ricies

cssur:rplicn cf cpprcxin:olely ?% hcs been lseC lo oxpress lheso curerl cilsi eslircles os r.l,.lrl:leC Iulure erpenCilLlres. Fulure experrdilu,es
hr:ve heen discounted using lcr:iors rorging lrcn cpprcxirnclely 3.0i to 5.0%, Cependila on ihe cpprcpriole rcle ilr liro p6r,3l ivirer..

experdiLros cre expeclei lo be,rciLrred. Al frclcrs useC in eslinrolint ihe Ccrpcny's AtCs,ei rescrl rcrc!orner,l's besi ostircles cl lie
tcsl reclulttd lc reef exisltno legislolion or requloliors l-1,- rye,"'. I ; 'c , L.nr , F :cible lhcl nlrbers or vclurne: ol ccnlornrnoted cssels

fslr{rcle chlrges oie *ccounled for prospeciivey.

Al Dece:r[:er3l ?Cl3.HyCroCntlcrj,eccrdedARC;sol$ 4mi]licr(20]2-$i5niilicri,f,crrsislirgcl$ltilliorl20l2-$lmilllon1

ol lr:leresl rec:'Cec ;s r:or:inr:l tnC il.ere rcve been ro s,eniliconl errpencirll,e:.ssocrilrec wr-i. il.esl cl-.ilqolie.s r 2C 3

I &" SH&RS eAptYAL
Yreterred 5hfrres

The Compcry hcs l2 920,0C0 issL;ed ord orlslcndirg 5.5% crnulctive lrefer,*c -chires witL c reCenptrcr ,,cluo cf $25 pe, shl;-e 1r
$323 rnillion l*icl volro. Tho Ccrpcn;, is cuihcrzed to rss!e cn lr iniled i..umbe, o1 pre{erreC sfcrres

Tl-re Ctrr:pcny'-s prelerrecJ sirces ure entilied ic.rn ciriruc cunL:lclive divtCerd cf $18 -;ll;cr o, $l 375 per shcre. rvhici ls pcyere

lhe Prcvirce sells o nr.lmber of lhe common shcres which ,1 cwr:s lc lie pr:biil suli t.lct he Prcvince's holdings ore reducecl to ess ti:cn 50?.
cl lie commr:r shcres ol tie Ccrnpcny. HyCrc One nc,,, eleci, wiihour corCilior to pcv c.:i or pcrr c| lhe ,edeni:tior prico by issuirg
cCitllcrr:l cclnrn*f shcres tn lhe Provinr:e. ll lhe Provirce does ncl exe rc je ils reier:lllcr r:gll, lhe *:n pnry would f cve lhe cblliV tc

slcres rpon lic.r dclicr.

l.laj,is ra c )\scir,){ril r'\i\a:r,: :i}iLr1:it., t':

i.rYD'iO i:l\i A\lill-lAt ?:l[)t: 2lt j



Tfese nreierreC sllres lrove ccrCii cns for lhoir rerjemplion ihcl ore oulside lhe lcrlrol r:f jle Clrpony becoL,se lhe Provirce ror exercrse ils

Sheelr A,4oncgemenl helicves lhcl il is nct p:c,bobie t[:l lfe prefered slcre: wil] becorre redeernohle. Nc c.rdlusinlrl lc the corryirq vrlre
of lhe pieferreC sl-rcres hos beer tecognized c1 Decemher 3I 2Lll3. ll il beccnes probrble rn lhe irliire lhlt tl-e prolerrecj slrcres will be
r*deemed, lhe reCempticn vclle wou d le clCiustod.

\(. lt:'i0 CCNSOi DAIIil i!4'..lflrl SlAi:ur\il

Comrnon .Sl:ores

The Ccrnpcry hos l0C,CCC islred cnd r:llslonCirrg ccftrnor shcres. Tire Ccnpcry is nufi-cri;od to issue on rnlimiled numbe. ci
comrnon shcres

3S. ?tVtStNBS
ln?0li],preferredshoredivir:lendsir. llecnrurl cl $l8ril cr1?012-$lsniliiorl crdccmmonsl.rrecrrviirrCrrnther:mr:rrrc|
$20C mr licn 1?0.]2 $352 millicrl rvere rjscicred

Cr:mrncn shcre diviCe"ds cre Cetl*red al the sole discrelicn cl lhe liydro O,re Bocrd ol Dlroclors, rrC clre ,eccmrtlCcC by n*r,ccemerl

relevc::1 lc:cJcrs, such cs irClslr\r prccl ce r:nd shoreholCe. expecioliors.

6*rnings pe,'"S&sre

[crnirgs por shcrre is cc]culoied os nel irccn€ l1r ]ie yeci, c|le'clmulclive preferied Cividends divrderJ by the *,orcJlleC cve,rq* nlrber
ol ccr mon slores oulsicrdirg Curirc lhr yeor

3S. RTLATIS PARTY }RAF{SAETICIN$
l-lyCrc One is cwred hy tle Prcvince rie 0iltC. 1[SO, L)ntcr]c Pcwer-Authorliy iOPAl, Crtc,io Pcwer Gorerr:ticr. lrl. lCPC]l crnd the 0[t
cre'elcled oo:ti€s io f lyCrc Cne berL:rse they cre cortrcl ei j: !qn;fi:o-!l! irll;erire: b), ll.e !,cv,,,69

revenlres incluJe $l,5CQ nllicn 120 l2 - $l,d7l ni licn) reiclecl lo lheseservices llydro Oro rcteives.rorfi\ lrcr rrrcl uie proleclicr l,or
tieltSO.DistribulicnrevenLjesinclude$l?Trrillicr{20 l2-$l27ml iii:rl rei:leCtothisprccrcm.HyC,oOreolrure.erverfavijrres'eictec
tc lhe suppiy cl eieclricllv fc rsn:cle norlhrrn ccrnrunities lrcn: tl,e ILSO. Disiribrlicr revs1g1., rrrlude $3.3 mtli:sr {!e1? - $28 rril ior) relnted
lc llese seivrce.s.

ln?0 13,HyCrcOnepurchosedpo\/e; fllierrnoL-,.r1 clg2.,i77'niliicr{?Cl2-$2,3S2,rri lron) lromiheltsOodniri:tereceiectricily
ncrket: $ I 5 rrillirn 120 I ? - $ I 0 r:illiorrl I'om OPG; und $ 8 mii icn 120 I ? , $Z m:liicr j f :c,: Dow,er cortrc.ts r*r rrristereC bv lhe Ol-FC

UnCe:tleOnlcriofnercyEcodAct. IggB,rleOEBisreqL;irctl iorecovercll ciltsrr:run opeiotingcosisIrcrgt-r-.r:nrieleclrir:i!clistributcr.s
cndtrcnsrnillers. ln2cl3, l{ydrooreinr:rrred$l2lr1ltcr.(?0 12-$ll ntl icnJ irqE3 |"n,

20,13, revenl*'s r*lo1ei lo lhe provi:ior of cr:nslrlclicn cnC eqliprnert ricirler.crce servtces',rilh resp$al l. lhese servir:e l--vel lereements

prrchnse cf servlces wilh respect to fhese service ievei i:greeme:ls *ere $ l miliicr tr 20.l3 12012 - $? mi lior).

incenlivos, cnd mclcgerert feel. ir ?0 13, Hydrc One received $ll4 rnilior i?0 t2 - $3Q mi i1x) lrcr re CpA recleC to these progrcnrs

:Y)tC ONi A\:.11-lAl RIf0Rr 2Cl]-***WW
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l-lvdro Cre pcrs c $5 rliliior iln'rci lee 1o lhe OtlC lor indenrilrirr:rrcr lgoirsi cdverse clo m: r exless cl $ lC ,r;llir:r lcid iry rll CtIC
with respecl lo cefio;n of Onlcric [1yCrc's hlsiresses lrc'rslereC lo ll,,",drc One cr April I , 

.lqgtr.

Pll,s ond payrnonls in lieu cl p:cper\,icres cre pciC io tfre Ot[C, ord diviCends ore pirld ro ]le Province .

Sr:les fc cnd purchcses lrcrn reloled pcrltes ccrur ol rclrci :rorloj prices or cl o proxy ior lcir v:iue llsei c,n lhe ruqrirenerls cl ll.* OIB,s
Affllicie Relclior,shtps Ccdo Oulsrordinc bolonces ot perloC erC cre i:-iere:j l,se cnrj:ottecj lr cosh.

Ai Decel'Lrer3l 20.l3, lheConrponylrelcl $?.50miliilrr rPrcvirceol Crtcric[]ootirc'Rrte Notesrvitloloirvcrlrecl $25.l .x:licn
120.]2 - $?51 n;llrcnl

Tlre cmcurls iue lc nno lrrtm r*lcled pcrlies cs c resi,lll ol the trcnscclions rcfs,red lo nbov* rr-- rs iclrcrn,s:

Decenl,*y i I lrnrllrons oI ClcncCion do/lorsl 20!s
Dle lron: reloieC pcrrlies

Due io reiclecl prrlies

lrrveskne ni

!$r
{?30}
?5!

r -1{

?5,

3r" eoNsst:DAlx& sTATxffi[NTS SF C&$H rt&W$
Tfe chilrrges ir nor-ccsh brlorces r*lcted lo cperclicrs consirt of tfre loliowing

Yecr ended Decenher j I frnillrcn"s ol Ccnodrcn do/lorsl ?sx3 ,l)1)
Accounls :ereivcblo

Due frcr reiotoC pcrlies

,\Actericls cnd supplies

Clher csiel:
Acccunls pcycble
AccrLLeC licbillties

Due lo rehled pcrties

Acrir:eC inleresl

Longlerm crc.o:rrls pcycbie rrC othe: llc!iltties

{re}

tss)

I 30i
')

2

i"1 I

15r

IC

lE5l
rc
l.?

55

(5)

{6e}
rss
{3}}

5

{! }}
&d.Postrel rererl crd f r benr.f it li0bili\,

,'?

Scpfrol Sxpeodrlures

Ccnsoilclcted Slolemenls cf CosI Ficws olter tcrlcrirg ir ile re1 clcrge tn reiotei lcc;c,..

is ll

Yeor ended Derember J I fnrillions ol ConcrCicr dollors/ ?&'t3 ;ct:
Ccpilcl invesheris in prcperfy, plcrl r:nC eqlipme:-rf {1.3} }} I I ,3631

{t0){?}Nel cfclncte ir occrucls lncluded lr cc pilol invoslmerl: ir properl\,, p ionl r:nd equipmenl
Ccpiiol exp,enilif ires -- D rcpe r\,, plcnt ond equipmenl {} 1r x?f,!

rlv)tc oNi A\:'.ttjr:ii R[)f il :f i:i
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Yeor ended Decerrbe, 3l l,rrllrcn"s cl CcncCinn rjol/crsl

T!:e lollcrving loble iliustroles the reccnciliolicn belweer lrveslrerfs n inlnncibe ossels cnd ll-,e cmounl preserled ir., the Corsolidchd
Slctements of Cnsh tlows ol:ler icclori.:g ::r 1le rel chcl!e in rolclsd occrrols:

*s'!s "lr\ I 1

Ccpilcl irv*stnerls ir inlcrgible c.lsets

Nel cicrce in cccruc : irclr.LCed in copilcl irvcslmerls in irlcrrrqibie r:sseJs

{e?} iat)
3

a _,; i3 r,. po-.'l ir. ;n', 
I noi[:le cssets is0)

$upplerne*lory fnfommst:ort

Yeur ended Dec--mbe, 3l lmillrcns ci Ccncdicn Co//c rl ?st3 ?cll
Ne1 inleresl pcid

Plls
ss$
13S

lll
l9/

3X. (ON?rN&XlUe:rS
&eg*lf Proce*dlngs

lhe oL:icorne oi slch moiers wi]l 'rct hove c rncrRriol civerse elrecl or. lhe Co.,'rlccry's rcrsoliicro6 flnonc nl ncsifrcr resllis .,:r clerilro,rs
c: ccsh lrows.

Ironsfer of Asssfs
The irorsfer oriers by w!icI iie Ccrpcry c:cquireC ce{oin o{ Ontorio l-lytlro's brsircsses cs ol Ap:il I l}aA did rct ircrsler title io -some
olse's l*cciecl on Rese,ves lr.rs deflned in lhe lndrcn Aci {Conccc)). ClrrerIy l|e ottC iclcs 1l*s= osselr Urcsr t\e lerrs 5i ih6 11o,r5isr
o:ders, lhe Ccrrpory is required io mcrrcge lhese olsels lnlr ll rcs cblrnef oil :crsont,s recesscry tc con:plefe l[e trcnsler of t:fle ci these
ossols lc ilse L TI-re Ccmpcny ccrnncl predicl ihe eogregcie crnrurl lhcl it ncr- l-:cve to pc-v. eiller o" or crlr,ci or one,liue bosis, lc cbjc:'r
lhe required consenls. rn 20 l3, the Ccn:pc:ny pcld cpprcxrmntely $? n;11ic. 12C t? - $ l mtllicr) in r.especi ol these consents. ll the Corprn..,

sclisfoclcry seillemenl. il ncy h*ve tc relccrle lhese cssels ic olher lccollors ot c cosl lhol couirj be subslcrtrni or ir : iimit*i rlnbe. cl lcses
lo uborldor c lire rnC replcce il with Ciesclgereroticr fccililres The cosls rolottrg to ihese crsseis colii hrre c qrlerirl cive,se efk:cl or tle
Ccrnp*ry's resulls cl operolicns if the Ccrpory is nol oble lc rerccver lhem r lutur* rcie orders.

2S" eoeer{tTfsxr*?$
*{greenr*nf wi#l Inergf AF flnergiJ
ln ?CC2, lrer"r-ii, cr clflllcte oi Cccgemini Corrodo lnr., beqor p:rcviding:ervices:c:-yarr Ore iricluiir! brsrness 6:rr:cessing crr!
lnlcrrncficr: iechnelcgy clrlsout'cing services, ol well cs core sysierr srppcrl ,eirteC prip5rlly lc ;tAl ini: emerlcl on c,rru cpt r, 7q1 .,1
The crtrenl cgreenenl wilh Inerqi wi i expire ln Februcry 2Cl5

Al D-.rem[:er3l 2Cl3,fiecrrucl rornitrnclfsunderthelrerqi cereemert orecsloilows.2C 4-$lSCrrliicr.!ltJ-$22nit tc,r
?Ol6 cnd lher--cltsr * r;i

l-]Y)iC ONi /,r...1\[]Ai R: !Oli 2l t,rl



'n'-l r : l 1 C C i) \,(1.:L l !) 
^.l 

ij ) l l \ r. N a i A t :r i,^l r.t i r., 1.

Freidenfiof $upporf

octivityintlerncrkel Ascl December3l,20 13. lheCorpcnyprcvii+oprL,Certrr sirppc't tctlel[SCcnbel.olf cl l-l,,,C,oO;,e5*,*or,,
enC Hyr!rc C)ne Brornplcr Nelncrks using pnrenlci guofonlees o1 $32J miii;cn i20,l2 - $325 rtlior), cnd c: behcll oi f,r,o Cistribrtcrs
usingguor.rnleesof $l nil iori2Cl2:$l nrliorrJ. lncdCltton,r:sci December3l,2Cl3.tieCcnprrylosprcviCed efiersol treCrt irihe

leiters ol creCit plrs f[e cmcL;n] ol the porentci eucrcrlees.

&efirernenf eompensxfion Arrang*rnenfs

cl creCit ll HyCrc One ir in delclll ol ils obli{tollcns lnCer llo lerrs cl this plcr SLLch obli.t{rticns irclrde flre,equir*nent to prcviie the rrusteo

wiih orr c.rl:l cctucrol reporl os well os letters ol cr*cll; sllficierr 1c srcr,e jfe Comlc.,y'l l:cbiliry rrde, lre !lcn, lo pr:y bereilt: pcyti:lo

?C l 3, Hydro Cne hcC leile rs ol .ieCit cl $ : 2Z ni ion i2C l ? $1 27 r iiiionl crtsrr:riinq reislllg lc f elirerreirl ccrrpensrlicr crronoeneris.

Operrling {.eoses

HyCro Ore is ccrnrillei cs i*ssee lc irrevccnble cporoil.g iecse ccrlrncls tr [;il11g5 used ]n ldnrinrslrulive oncl servrreretllecJ iur-,c1iors

rlrging lrcr ono ic, l0 yecrs included rn some ol lie conlrocls. Ail lecrseo ircllrie r ciltse ic erri:]e lpwc,rl revlsic,r oi lhe renicl chcrgc olr

lhese iecses. l-lvdrc Cre Nel--vrrks cnC llydro One leleloq ore 1!e prLrcipnl enliles Lcn!!, -!r.

Al Decen[:er 3] lle luture I T TT ?...a v.:7'elt - ei r.,c'r-ccr:cel]oble 6p6rolirq ecses were r:s foilows

Dece,nber 3l inil/ions ol Cunodion Col/orsl ?sr3 202
',/VLn,,.r r..c

Aiter one yeoi bri rcl nore ihlr f\,e yecrs

l,Aore thon Irve vecrs

1T

2&

I

l0
?s
l4

d& .lJ

Lluiinglheyec: 
"nlslDecenber3l ?0 

,13 
tlcCcrponymodeiecse p{:yrenistotolinq$llnillirr:i20-l?-$gmiiirri

S.S. Sf &rkltNT$m mEp&&fi f\*G
HyCrc Ore hcs lhreo repcrtohle sei;menls

t 'lre 
lrursmissicr Busir*:s ,.vhich ccm!:rises lhe core business cl p,6v,3;.q elerr,;r,,r,, i.c.srorrclicf irrd ccrneii c1 sa:vi(s: rl
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IIYDR$ ONT }NC.
MANAGTMENT'S :}ISCT]SSI&N -{NN ANil.YSIS
For the three nlrd six rn*xrths ended June 30, ?013 and 2S)2

?he following &4anag*rnent's l]iscussion and Analysis {MD&A) of the finaneial eondition and results ol'operatiors s}rould
be read tug*ther with tho unaudiled intsrim consalidated linancial statemsnts ancl accompanying notes r:f Hyrlro One .{ne . (the
Cornpar:y) for the three and six mq:nths ended June 30,20 13. as well as the Company's auclit*d cr:nsolidatecl finaneiai
stiltomelrts alrd accumpaxying notes, and MU&A, fur the fiscal year ended Decsmb*r ll, 20 I2" The Cansolidated Financial
Statements *re present*d in Canadian dollars ancl have bcen prepar*d in aecordafles with United States ({JS) g*nerally
*ccepted accounting principles (fiAAP). All financial infcrmation in this MD&A is present*d in Canadian dollars, unless
r:therwise indicated.

Tlr* Company has prepared this MD&A with reference to.&klfumcf ft:strwwuwt 5l-102 - Conflxu*us fliscln.sul'ei O$fl:gotlorls
&f ths ilanadian Seeuriti*s Administratnrs,

Idfi st_rt,Ts sF oruRATtoNs

As used in this section. refursnces to increases and decrcases, whether in terrns of amounts or per*rnmges. ar* made by
comparison of thc three and six r:rcnttrrs rnried June 30.20 13 tc the thrce anr{ six months endcd Jnne 30.:01:. r*spcetively.

Revenues

Tirree m*nths ended ,Iun*:3{} Six nr*nths ended June 30

$
Chamse

.k% $
Change Ch*nge{wtl ltons * f' tla l}ars } ?{}r3 20iI Chansc x){3 !{} l2

Transmission
Distrii:*tion
Sther

368
1,020

l5

370
9"74

t5

{2)
46

74N
:.204

3{)

731
2,06s

3l

l0
119

r1)

{ ti I
't

{3}
5

r "403 1.3sS 44 3 2.q?5 2.827 148 5

Average 0ntario 60-mirurte peak
demanci (Ml'Br 2fi,668 :1,029 {16t} (2t 24.917 20,8?0 t*7

Distribution -- units clistrihutertr ts
customers {f$/,&l I

s.5 6.? {{i.21 14"5 0,3
I 

Sysl:m-related surisrics are pr*liminary

Eleetricity dernand generaliy foilows nutmal weathur*rclated variatir:ns. and r:*nseqxently. o$r energy-related rev*nues. aXl

oth*r thlngs being *qual. .,vill tend to be higher in th* first and third quai-ters than in the second and fuurti'r quartcrs.

Ira&.r$ris.cfnr*

Transn:ission revenues primadly consist *i'our transmission tariff. whieh is bas*d on the n:*nthly pe*k *lectriciq, dernanci
across our high-volt;ige netvrork. The tariff is designed to rscover revenues nsee$$ary to supp{rrt a transmission sSistem rvith
suffieient capaciq, to aecsmmodate the maximum *xpoeted slemand. Donrand is primariiy int'trueneed by weather and
tcononri* conditions. J"ransmission rsyenues ;ilso includ* oxpoi-t rcv{rxues associated 'w-ith transmitting *xeess gen*ration to
surr*nnding rnarkets, anciltrary revsnues prirnarily attributalrle !o maintenance ssr:,,icils provided to gsnerat$r$. anel seeondary
use of our land riglits.

Our trausmission revenues were lower by $2 niillion. crr lYo, in the seconcl quafier of 2013, but inereased hy $10 rnillion, ur
l%, in the first six manths ol'2013. comparecl t$ thc salxe periods in ?'012.

On Dccemher ?0,201?, the Ostarjo }lnergy Eoard (OEfl) rcndereiJ its deeision on $ur 2013 axd ?0 l4 rransrxission rare
applieatir.rn. This decisi$r followeei extqnsive review of our *vielexce suhmitted {br the neces$ary/ funiling in supp*rt of agixg
critisal inflastruclure and investments. The revefiue requir*ment apn:rcvr:cl for 2ti13 resulted in no change to ratos *i:r the
transmission porticn of the sustomer hill conrpared to previous 2012 OEB-approved raie levels. tr*.rwever, we experienceei
higher revenues of $6 million in the quarter ancl l[$ million on a year-{o-datc i:asis asscciated wiah ths OER's appr*va} uf
*xport servicc revonues and ancitrlary servic*s assos:ial*d with th* sarne decision.

{3 } 14.8 2

i:
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*{YNRS ONT TNC"
MAIIAGES{INT'S $}SCUS$I$N .&NI} ANAX,YSI$ {eumtinued}
For the three and six rnoxrths ended Jux* 3S, 3013 and 2&12

The averag* Ontario 60-minute peak demand wns 361 MW {owrr in ttrre secE:nd quax-ter nf 2013 t}:an in the same pe;i*d in
201?, resulting in lower revenues of $8 million. This rcduction in demancJ was attributable t* milder weather experi*nce* in
the seeond quarter o{ 2013, ceimpared tr: ?012. Hor.vever" lhe average monthly peak demand was higher during the first six
months of 20i3. resul:ing in increasecl transmission revenuss rf $l milli$n *n * ye;tr*t*-clate basrs"

"&isfri$l*rjrlll

Our c*nsolidati:rj Distrihution Business esnsists of the s*parately regulaterl distribi.rriox husiResses olour subsitiiaries llydro
Oae l!{etworks lnc. (Hydro One Netwurks}, F{yrlro One lSrampton Networks lnc.. and }-{ydro Sne Remote Cummunities lnc"
(llydro One &.ernote Camrnu*ities). Oistribution reveflBes ixclnde our distributi{.}n tariff and amount* to rerover the cilst nt
purehased power used i:y the eustr:mers cf our Oistributicn Busixess. Aceordingly, ollr distriirution revenuo$ are infiuene ed
by the am*unt of electricity we ctristribute. the c*sf nf pur"chased power and our distnibution tariff rates. Ilistribxlion revenres
also include minor ancillary distriirution services r*vsnues" srleh as fces related to the joint usc of our r{istribution pol*s by thc
telecermmunications and cable television indilstries" as well as misce llaneous charges such as those chargeri for iate payments.

Our distributlon revenues increaserl hy $Ad million. or Sel/o, in the se*ond q*a:-ter of 2013" and hy $l3S miliinn, or ?9d. in ths
firsr six r-nonths of 2013" eornpxr*cl to 20 1?. These increa$*s arc prir"narily due to lh* re{;c}very of higher purehased power
qosts of $44 millir:n and $ll3 nrillion tor the three and six max{h periods eneied Junc 10. 2013" as described bclnw in the
section "Purchaseel Fower,'"

$istributicln reve?lu.e$ increased by $? rnillicn and $$ million frir the three and six n"ronths endertr June 3{},2{}13, respectivr*}y"
related to our plaeemenl in sewics of nsw smart grid and smart mct*r investments, which arfl curre&tly reeovered through
ssparate r*te n"leehanisms.

On De*ember t4,2012, thc OEB appraved new tariff rates effbctiv* January i,2S13, c* t]r* basis nf its l'd CeneraLion
{ncentive [tegulation Meehanism {lR.M) proeess."lhe OEB's II{.M deeisir n iilso resulteql tn higher distributio* revenuss *f $2
million in the seconri quarter of 2013 and $4 milli*n in the first six m*nths of the year. u,hich will $upport the maint*nance
and investment r*quirements of our distribution system and enable the safe and reliable delivery of electrieity to ollr
cllstorrers througheiut Ontario^ ,Also as part of its IX.M dseision, the ON:E approvcd our applieation for an inerenrental capitai
module (ICh{) adjustment to our rates, reflecting our plae*m*nt in servi*e of celtain sp*cific capital investments. This iCM
appraval reuultcd in an incr*axe of $2 miilion to our reveoue in the qua$er and a $6 million in*rease in the firsl six months,
eompared lu fhe saine periods in 2ill2.

The irnpact o1'these distribution rsve$ue increases was par-tially offset by lower **ergy eonsumption *f'$4 million in the
s*ecnd qua$er resul:ing primar:ily frorn lhc milder weather. l{orvever, o}l a yer}r-ts-dat* basis" bigher ccnsurnpti*n stemming
primarily fr*nr the colder winter resulted ir an incrcase in distril:ution rovenue oi $12 million.

Lastly, our distribution revenues decreased by $3 million in the qua:1er and $i million in the first six rxcnths due tc:
regtlatory recoveries, and hy $2 million in the quar{er and $4 milii*n in fhe first six n"lonths associated ivith *xtemal
revenue$.

Surehased Power

ilurchased power costs are ineured by our Dislribution Eusine ss and represenl the c{rst ofl pur*hased eler:trie ity delivered {u
customsrs within r:ur distributicn seruice {erritory. Tilrse costs cornprise th* wholesale eon-:mcdiry *ost r:f en*rgy. {hr
Independent {:leetricity System Operator's (185{)} wholesale nlarket seruie* char6cs" and rransrnissicn charges l*vi*d }:ry the
IESO. The cornmodity cost of energy lcr certain iow-volurne and designatqd customers is basrd an th* OEB's Kegulated
.Prlcc Plan (Rp{:,). wltich cnnsists *f a two*tierecl pricing structure with threshokl amaunts and a scparate pricing stnrclure fur
R"-PP sustomers subject to time-of-use (TOU) bil1ing, both of whieh are adust*d twiee annually. We began transitioninE or.rr
R.Pp cu$tomers to TOU hilting in May 2{1l0. and substantially all r:f eiur RI1P c*s{omers ars now suh-i*rt to T$U bil}ing. We
received an exemption frorn the OEB" eifcctive uxtii Decernlrer ]i, ?0 14, fi"om implementing mandarory T*U prieing &rr
apprcximately 120"000 customers that are curr*ntly out of reach ol oiJr $rnal't n'leter t*leeommunications in{rastructure.
Customers rvho are not *ligible lbr the RPP pay the market prier: for eleerr!*ity. adjusted f"or the di{fbrenee lretwcen n"larket
prices and the prices p;rid to gflneraa{}rs under t}le Electririry, Resrr"*cfarlng l*, J${]4. A suurrnary of t}ie RFF l'or {he
rep*rting and *omparative periods is provided below.
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MYSNO ONE {NC"
MANAG&&{INT'S nI$CUS$I(}N AND AN,{I,YSIS {ctlntinucd}
S'or the three *xd six r*rcnths enrl*d .Iune 3{}u 2S13 and ?{}*?

a.pP T'icE Thr*shnld {kWhlmonth} Ticr Rstes (eentslkWh)
€{feetive D*te R.esidential l\on-R.esidential lrirst T'ier $econd Ti*:r
November l,20| I

I\.{ay l, 2012
November l 

" 
2t)12

hfav i" 2013

1,0CI0

60u
[,000

600

750
75*
750
750

7i
7.5

7.8

8.3
8.S

8.7

s.1

RPP TAU R.:ltes (eentslkWh)
Effertive 0*te On Peak S{id Penk &ff Peak
Nsvsrnber l" 2{.}Xl

May 1,201?
November 1, 301:
h.{ay 1.2013

10"8

I 1.7

I 1.8

12,4

9.2
1$.0

q"9

10.4

6.2
6"5

6.3
6.7

Furchascd power costs increasecJ by $44 rnillion, cr 7%, in the s*cond quarter of 2011. and by $113 rxitrlion, or 8%, in the
first six mr:nths of f013, camparee.l tn thr* same perioc.is in 2012"

The inerease in our secon{.l quarter purc}lased powcr costs was primarily qiue {o an increasm *f $33 rxil}ion frr.rm }riEirer R}?P
rates for residential anci other eligible euston'ler$, $30 million riui: to l:igher purclrased power oosts fnr customsr$ whs are il$t
*ligible for the RPll, and a $3 million increase resulting {iom th* {ESO's Smarl Me{cr Hntity Charge. whieh came inra effbcr
May 1, 2U 13. Our seconei quarter purchased power co$ts were partiaily ofls*t by a $2 I ruillion dqcrease re sulting fion: lotver
eleth"icity rJernand and a $ I rnillios reductir:n in wl'iolesale market service charges levied by the IESO.

The inerease in rlur purchased pow*r c*sts ftrr the six rxonttrrs ended .lune 3*. :CItr3 wxs prirnarily due to an incrcase of $5$
milliou r*sulting fron.l changes to the R.PI) rates lcr residential anel other ctigible eustomers, $41 mil1i** in higher purchased
power ecsts ftrr customers who are neit eligible for the RPP, Sl$ million due to higher elcctri*i{y dem;:nd, and $3 million
r*sulting iiom the new Srnart h4eter Entity Charge. Ttrre incre*se in cur pureh*rseei power eosts $n a year-tc-date basis uas
slightly oflket hy a $1 millicn decrease resulting frorn th* OEE transmissior ratc decision eff-ective January t" 2U11.

$perxtirxl, &{aintenanee and A.druinistr$tion

Oun operation, maiutenanct anel ad&inistration costs qonsist of, labour" mater.ials, equipment and purchased ser-vices lvhich
suppo* the *peration and maintenance oJithe transmission and distrihution svstems" Also inclucied in thes* eost$ are proper"ty
taxes and payme&t$ iu lieu thereof on or*r transmissi*n and dlstrihuticn lines, $ti]ti$n$ xnd buildings.

Operatii:n. maint*nance and administraticn cr:sts lbreach cf ourtirrer husiness scgntcnts wcrc a$ lollaws:

Three nronths endcd .f ume 3{} Six n:onfhs ended "lxne 3{!

$

{-lhanse

.*k
$

Ch*n*e Chansc(millians ol tlollars) 2013 ?$12 Champe !{}!3 ;{}!2
Transmission
Sistrihution
Other

105
1 7tl
t6

t02
156

20

{37)
2t

{ l7}3

i4
{4.}

\71
317

1N)

214
296

3$

3
s

{2$l
7

291 278 1"1 5 s24 540 { l6l {31

Our company cunlinues tc f,otus on rnanaging its costs, while eontinuing t* substantinlly complet* nur ptannerl work
progranrs for b*th q:ur transmission and distribution businesses.

flrcmsNrl,ssicn

Transmission r:peration, muintenance afld aqlministration costs incurred tc sustaiu our high-voltag* transmission statruns.
lines and rights-*f"-way, increas*d hy $3 rrillion" r:r "1Y':, to $105 million in the second quafier of 20.}3, and riecrensed by $3?
million, or l7%, to $177 rnillion in ths f,rrst six months of 2013" eornpared t* tlr* sarn* periods in 2{l[2. Within our work
programs, we con{ii}ued to invest in the safe and reliabl* operation of our transmission systom thal spans Onfario. 8ur w*rk
prograrn eosts were comparable in the second quafierotr'2$13 and deereased by $4 milllon in:he f'rrst siN months of 2{.}1"},

3
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HYSR$ ONK TNC.
1\{ANASEM &NT'S n f SCUS$IO N ANI} A N.,\l- YS {S { enntinrued}

For" the three and six months ended June 3{}, ?&13 *nd 30n*

compared to 2(}l?. During the sscond quarter ancl year-to-date pcriods, rve incurr*d lower expenditures r*lated to the Ontario
power ,Authsrity"s {OPA,) recommendatial to incre*se short circuit andlor transfirrmer capaeity {rt ten of our transmission
$tations tn enable th* c*nnection af small renewable projects, as this ra,*rk u,as substantially eornpleteel l:y ttr* end of 2012.
[xpendilures for t]rese station upgrades were recordrd within cperatir:n, nraintenance and a<lnninistration rather than as capital
expenditures, given thal recovery was resricted pursuanl to a sharqhold*r declaraticn marj* on Aprit lg, 20 l I " Oflsetting [his
decreass in the qxarter were higher expendirures related tc our {brestry work preigrarx sn oltr transmission r{ghts olway, as

we experienced highcr tree densities, and higher expenelitures relatil,tg t* inereased power equipment refurilishm*nt rvork.
Expenditures ir support of our kansmission system iner*ased by $3 million in the se*:*nd quafier of 20[3 but deereased by
$33 million in t|:re first six rnonths, compared to 201?. ln the second quartor. we experienceri ax increase ia minar tr'[
requirements and ancillary seryices. These iflsrea$es wero mare ll"ran offset in the y*ar-t*-dar* periud by a r*duction to o&r
provision for paym*nls in lisu of property taxes related to trar:smission statieins fi:r the years lggg to 20 12. inelusivc.
{ollowing ths finaliration of tire related regulations and receipt olan assessment of o$rpropcrty {ax r*{uri}s.

Sd.rfri&lrfirlm

Distributinn operation, maintsnanc* anetr administration costs required to mainrain sur low-yoltage distrii:ution system
iflcrsased by $14 rniiliqrn. err 9'/0, to $170 million in the seeonelqriilrter of 2$13, and by $2X n:lilion. or ?%, to $3tr 7 million in
the first six months uf 2013, c*rxpareel to 2012. Our work prsgrarx expendifur*s increased by $7 milli*n in th* second
quarter, anel hy $ 12 million in the first six months, n:ainly as a result of: increased powsr re$toration expenditures l*llou ing a

maior str:rm that hit Ssuthcm Ontario on April 12,2t)131 increased custorner driven work related to troubl* eal}s ar"ld cahle
k:cntes: and h:igher rrquiremenls within clur meter repiaeen'lent &nd iine patrr:l prflgrarns. These impacts were partiaily ot{set
by lower felrestry expenditures ln the frrst six months r*11e*ting a iatcr sta$ to nur Bmsh Control Program due to
unfavourabls winter rveather conditions comparcd to last year. Our expenditures in suppor-t of nur distributior.r $yst011)

increased by 57 mitlion in the seeond quarter of 2011, and by SQ million in the first six montl"rs. a resr.rlt sf tlre Customer
lnfamatic)n System (ClS) phase oi'our entity-wide infexnation $ystem replacernent and improvern*nt proj*ct, whieh was
successfirliy placed in seryiee in May.20l3.

&epreriation and Amortixaticx

D*preciati*n and amortization expense increased by $2 urillion. ur is,{,, lo $160 n:rilli*n in the see*nd q*ader and by $tl
million, rr 4{X,, to $321 rnillion il the first six months eornpared til the same perir::ds iast year. The incr*ases were mainly
attributable t* higher depreciati*n {:xpefi$e of $2 miilion in tlxe qu&fi*r and $8 rnillion year-to-date related to our placernext of
ncw assstli in scrui*e" consistent rarith our ongoing capital work prr:gram, part;aily crfl'sot by rhe irnpl*mcntatian o1 new
depr*ciation rates. i{igh*r a$$ef remor.al oosts of $2 miltirin and $4 millian in thc qua*er and y*ar-t**ctat* periods"
respcctively" also contributed to the inercas*. Thess increases were pa*ially offset [:y lowcr anrorlizatiorr associatud rvitir
certain regxtratory $ceounas of $2 miltion and $ I rnillion, in lhe quarter ancJ first six rnonlhs" respectively.

Finrnelng Chxrg**

Financing charges in the quartrdecroassd by $l million, or l?i, to $89 millirn con'lpared [o the same perioei in 2012" tlut
inereased by $4 million, cr ?Yo, to $177 rnillion lqrr the year-to-date p*ri*d. Inereases prirnarily resulted Sorn lorver inter*si
eapitalization of $2 rnilli*r: in the qua*er anei $? rxillion year-lo-e*ate, refleeling a lower ever*g* level *i construeticrn in
progress ane1 a reductiox in the interestr capitalixation rate used. r\lso cr:ntribilting t* the increase in the f,rrst six morths was a
$ tr million rsduetion ir"l th* level of interest inc*me and higher miscelianeous financing charge s of $ I rniilion. Ti":e inrpacf of
these increases was rnore than r:ffset in the quarter, and partially offs*t ix th* first six months, hy [ower interesx expen$e
r*iated to our long-tern: debt of $3 miliion in the quarter and $5 million y*ar*tei-dnt*" r*sulting lrslrn a l*wer average eflectil,e
inlerest rnte, partiaily offset by a liigher &vsrage leve] oldebt.

Ilrovisiom fcr Fayruents in }ieu *f Corpornte Inenrxe TaN*s

Th* provision {br payments in lieu of'corporatr incomu taxes decreascd i:y $1-tr r*illion, eir 54%, to $ll lxtiilion in rhe sccand
quarter and hy $ l{} miilion, or I 8%. ta $46 million on a year-lo-eiatc basis. eorxpar"ed to ahe iiame perinds last ycar" {m the quarler
and on * year-to*dale basis, thc decrease primarily resulled {i*lrr ciranges i$ ne{ lemporary di{ferences, sueir as c&pitai c{rst
aliowance in exeess of depreciation aud amortizalion, as well as a prior year *djustr::lent r*lated to seientific research and
devel*pmer:t uctivities" This was pa*ially offset in the year-tc-dale perind by the impact of lrigher leve{s of pre-tax incorne .

4
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HV}RT} CI]\E [NC,
MANAGEII,{ENT'S I}ISC USSI&N ANt} ANAI"YSIS {continNed}
For the fhree and six rnonths *nded June 3S, 2013 nnd 2CI12

N*t Inc*me

l{ct ineein"le was $1SB rxillion for t}re seeond qilaffer and $425 rnillion ibr the flrst six months mf 201i, $1 milli*n. or l'%,
lower than our eomp&rable 2Si2 net inccu"ne in the quarter and $46 million, *r tl%, higher in the first six rn*r-lths. We
experienced higher distribxtion reveniles mainly retleeting increased purehased power co$ts, primarily rciat$rJ to the OEE's
repllated price plan rate*setti*g process and the IHSO's spot market. Our net income was also positrveiy impaeted by lower
operation, n:aintenarce ard aelministration expens* prirnarily resulring fronr a reeluetiox to our provision f'or payrnerts in lieii
of, transmission statiol prruperty tax*s i:l the first quafier foIl*wing the finalization uf the a$sesslrlent of *ertain prior y*ars'

{rr{rpefty tax retuil"r$.

QUARTIi}I.X,Y RESULTS $F SI}ERAT'}ONS

The following table sets Jorth r"rnaudited quarterly infonxatior {'rlr *ar:h trf th* eight qrrarters {reirn the quarter endeel

September 3t).:*ll threrugh Juxe.S0,201i. This inf*rmati*n lras been deriveei from our unaudited interinr C*nscliclated
Financial Statements and our audited ernnual Consolidaled F"inanei;il Statements. whieh include all adjustrnenls. c*r:sisting
only o1'normal recurring adjustments" noeessary lor fair presqntntion of qrur finane ial position and rcsults of op*ralions li:rr

th*se peri*ds. Thesc otr]orating results are not necess*rily inclicativ*: $l'results flar any ftliurr period anel shouid n$t bo relied
$pon to predicl cur falure perf,*nnanee.

2{}t3 xltz ztll {

*ndetl
Total revenus
l{ct ine$ms
)ict income to

cammon sharehr:lder

being *qual. rvould !end to ire higirer in the first and third quilfiers thas in th* secr.rnd and I'lrurth quaftcrs.

[,fr Q U XTXTY A}{I} CAPITAL T{.ES$I-I R.CtrS

Our primary sourees of liquidify and eapital resources are iirneis g*nera:cd {rom *ur *:perations" debt capital ffiarkrt
borrowiugs and balk financing. These resources will be used to satis{y our capita} resource requirements, which eontinue to
inrlurtre o*r eapital expendit:"rres, servieing and repayment otr'our debt. and divrdends.

$mrnmnry of Sourees and Uses of Cash
Thre* nrqlsths endecl .[r"lne 3{} Six *nonths cndex{ ,Iune 3{}

Jun" 3t} Mar. 3l $ee.31 Sep.3S .fum.3{} M*r.3tr $ea.3l Seo" 3S

163 r53

1,.403

i68
1.572

:57

16fi 164 2r)6Iq?

1"435

165

1.159
t69

1,468

210
1.466

:OI

I t5 l6l

1"35q

120

1,384
t6?

{milli*xs *1 dal{urs) 2$i 3 2{}t2 ?$r 3 2{}1:

$perating activities
$.inancing acfivities

Long-lerm eietrt issueil
Shor"t-term nates payable
Oivir.lends paid

!nvesting llrtivities
Capital expeuditures

Sther finamcins and invesfinE xetivities

333 2r7

425

475 454

{3i[)

725
44

( 30)
*tE

{ r59}{30}

{3s0}
l

{3s; )

(5)
t62tl

(8)
(6S7)

{4}
h{et chanse in cash amd cxsh eouivalents (sr :64 (195) ,r]7

Operxting .&,etivities

Nct eash Sonr opcrating activit:ies increaseil by $1!6 nrillinn" to $333 million, in lhe secElnd quarter of )0 I3, and by $2 1

miltritx. tei $475 rnillion, in the first six:r"rr:nths of 2$11, cornpared tr:2{}12" T'h* increase in the second {luafier *f 2{}13 lvas
primarily due to * prepayrxent of pensiein plan eontributious in the first q$ar1er otlSlS" as *ompared tt: a sirnilar flrepaymel"lt
made in the seeond quafier of 1012, as well as ehang*s in payable balanr":es rnainly reiated t* capital projects. The increase rn
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HYNRO ONT }NC.
${ANACEMENY'S $}$CUS${$H ANCI ANAI"VSIS {emmtimued}
Fllr fhe three xnd six ml*nths ended Junc 3S, ?{}13 and 2S1?

the f irst six rnonths of 2013 was primxrily due to higher net in*nme compared to the prior y*ar. es w*11 as cirang*s i* payabl*
balanees rnainly related to tiruing of $x payments and to eapitai projects. The increase was pa*ially of{iet by growth in
ac{:ounts receivable balances resuiling {rom higher revenues and purchased power c*sts in tl"re peri*rJ"

['inxneing Aetivities

Sh*rt-temr liquidity is provid*el through fi:nds from operations" *ur Cotnmerci*1 Pap*r Frogram, under which we ;!re
autl:rorlEed to issue up to $1,000 million in short-term nutes with a term to rnaturity of less than 365 days. our r*voiving credit
facility, and through our hclding er1'Province olOntario Floating-lXate Not*s.

{)ur Comr:ereial Paper Frngram is supported hy a toral *l $ l"?50 million in liquidiry facillties eomprised of uur $ 1"500
naillion eomrni{t*el revoiving crellit faeility with * syndicate of,banks, which maturcs in Junc 2018" anel our investmenl in
Prnvince of Ontari* Floating-R"ate lilotes of $250 miltrion {with a {air value of $25 I nrilli*n ar "f*ne 3{), 2{} I 3 }" Thr s}lorr-{eftn
liquidity under this prograx"n and anticipated levels of {bnds from *p*rati*ns sh*uld be sufirr;ient ti: fund our nonrral oprrtrrng
requirements.

A: at Junc 30" 2CI13, wc had $S,461) million {$ l*ng-tenx debl outst*tding, inclue{ing t}"re current purtion. C*r notes *ne}
deben&rres inaturc between 20 l-] anrt 2062 f.nng-trnn financing is providerl by our &ecsss to the debt niark*rs, primarily
through our Medlurn-Tenn l'Jote lI4fN) Frogram" tr'he maximum aulh*rixed prixcipal arnount olxredium*tefffi notes issuab[e
Lrnder this pr$grurm is $3,000 rnillion. As at June 30" 2013, $1.515 million rem*incd availat:tre r"rntil September 2013.

&ating
Rxtinp Agrnrl, Short-ttrnr llebt {,ollg-term 0cbf
nEI{S Limited
Moody's lnvestors Service inc

E"-l (micklle)
Frime- I

A-t

A {high}
,{t
A*Standarcl & Foor's Ratins Services ]nc" (S&P}'

' On April 25. 20 1 2. S&P revised their r:utlook tn our cortrpany to nogativ* floni stalie.

We have the *ustomary covelants nortrally ussr:eiated with k:ng-tem detrt. An:oug otl"l*r things, t;ur bng-texn debr
covenants iimit our permissible debt as a percentage of our total capitalizatiux. limit our ahility tu sell ass*ts, anel irnpose a

negative pleeige provision, subjecf to customary exceptions. The eredil agreement$ rslated to our credil faeiliries have no
material adverse change clauses that eould trigger default. However, the emdit agrcern*nts r*quire thilt we proviele notic$ ro
the lendcrs of any matsrial advcrse change r,vithin thres business elays o{' the oecurretee. The agrcemqilt$ a}so provide
limitati*ns that d*bt eannot exeeed 75% rf total capitalizatiox anrl tl"rat third pal'ry rX€tlt issued [:y our subsidiaries eannor
exeeed 10% of th* lotal book value of *ur assets. We were in ccrnplianee with all these ccvenants and lirnitations as at Jun*
30.20i3.

In thq flrst six meinths of 2t.)i3, we did nol issue any long-tenn debt under our MTN Frogram. In the sesurd qua,'tor and firsr
six months of 20 12. we issued $425 million and $725 million. respeclively, in l*ng-term dcbt under our M"[X Program.
Th*re were no debt rnaturities in the first six months a{2{}13 and 2St2. We had $118 rnillion shorl*tenx note$ outstitncling as
at.l$ne 30,2013" but none as of,June 3t)" 20 l:.

Commsn divldends are dectrared at thc sole discretion of osr ts*ard of Dirsctors" and are rc*q;mrneneleei by management based
sn results af *perati*ns, rnaintenance nf the <leemed regulatory capital stfl.lcture. finaneial eondition, eash reqr.lirernents" and
*lher relevanl facturs such as industry praetic* anrJ shareholder exl:lectatitrns. Comrnern slividcnds pertaining lo cur quarlerly
financial results are generally r1*e lared and paici in lhe immediately fi:llowrng quar(er.

{n thc second quarter cf ZCI13. we paid dividends ler thi: Frovince ol Ontario (Frovince} in ths *n:ount o{'$30 miilion"
consisling of $25 rniilion in soixrnon dividends and approximately $5 millic;n in prclerred dividenels" In the seceine{ quarter of
20 12, we paid common dividends of $25 millicn and prel'erred diviilends ol approximataly $5 miltrion.

In tl"l* Srst siN tnonths af 2013, we paid dividends tu the Provincq in the am$unt of $159 milli*n. eonsisting of $150 rxiilisn
in eommr:rn dividencls an* $? million of prefered divldends. ln the {lrst six months of 2{.}tr2, we paid f$rnm{:n dividends cif
$302 rxitrlion and prefered eiividends of $$ n:illion.

hydnm* .\...6



}I\ISR{} $NT;NC.
FI{ANACEMXI{T'S I}TSCUS$ION ANI} ANALYSIS {emnfinued}
FCIr the three :lmd six nronths ended.Iune 3{}. ?S13 *nd XI13

Our rbjettives with rcspsctr fo our capital stru(ture ars to maintain effrctlve aeefs$ :o capit*1 on a long-texm basrs ar
rsasonable rates a1"!d to deliver appropriate financiill returns tei our shareh*lder.

{nvesting Artivities

Cash used {br investixg astivitiss. prirnarily r*presenting capitxl expendilures ,o enhanee anei reinfbree our rransmission and
distribution infrastlueture in the pubiic interest. lvas a$ follows:

Three mnnths exded June 3{} $ix montl:s ended "Iune .30

$
Cha*se

$tla

Chanqe
$

Cha*ge Ch*mEe
%

/ruilfrorus ol dnllar.i" ) 2013 1S12 ?{}r.} x)l2
Transr:lission
Distribution
Other

157
192

2

iE9
i6l

{t2}
3l
:

( 17)
l?

10CI

{7CI)
)d

-]06
3 1:.

l

376
)&8

l

(ts)
I

35t 350 62r 657 {4S) \71

Trsxsrrrssrsrl

Transmissi*n capital expenditr"lres decreased by $32 rnillion^ ur [7%, to $]57 mi]lion irl the seconri quarterof 20 13" xnr.l by
$70 rnillion" or l9%, to $306 milliqt in the {irst six months o{2011, c*mpared ttl tire same periods last ye*r. lnve$tmenr$ to
expand and rsinftrree our transmission sy$tem rvere $43 million in the seeanel q&afier anqi $83 million &r the iirst six months
nf 2t]13, rcpresenting respective reduetions of $30 rnillion and $83 rnillion. c*mpared to ?012. The rnajunty of thes*
sleereases lvere related to the suceessfill cor"nplrtion of our Eruce {* Milto:: 'Xrans:nission Keinforeernent Pro.,eat t$ connect
relurhisher! nuelear and new wind generation s*urces in the Huron-Grey*Brucr area. This project was suecessf*lly clecl*rerl
in-serviue in May ?012. in aclditi*n, we experienced lorver *xpenditares *luring the qu*r-ter as a res*h of cornpleting our
Ccmm*rce Way Transformer Stat:lon, a new load supply staticu in the City of Woodsroek to adriress {oael growth issues ir the
woodstock area. This proj*ct was successfully de*lared in-servicc in February. l0 13.

$uring both the se*cnd qualter and year-tn-date p*rii:ds. we contirrlued [o ln\estr in rnter-area n*twork projects tu suppor"t th*
Frclvlnce's supply rrix olrjectives {br generation and in loud e$$tomsr connections and loca} area supply prr:jecrs to address
$:rowing loads. Our loeai area supply prr:iect expenditures inciude inveltrnents in oun &{ir}tr:x,n H}eetrieity ln{iastructure
I{.en*wal Project whie}r wiil provide additionx} supply eapability t$ meet i&ture ioad growth in mieitown Tononto as nol} as
areas to trhe west. Wr:rk is progressing at *ur H*am switching Static* where w,e are rebuileling an cxisting switchyarei that
l"}as rcached its enri*of-i1fu. This pr*jeet rvill also incrr;as* short eirer.lir capability to aeeommodate fufure **nneeti*n trf
renewable generation in csntral and dnrvntcwn Torontel. We are aiso eonstmcting cur West ol London Transn'rission
R.einftrrce:neni Froject lo increase transmission capability betr,&,esn our Lambtcn {Saixia) *nttr l-ongwonr:l {Londiln}
fansftrtmer stations. This project is needeqtr to enabte the incortrroration o{ 10,7{}0 MW of mr:n-hydroelectrie renewable
gen*ration resourses by 2*l&" eonsistent with govemrnenr poliey.

Expenditur*s lo sus{ain cur existing transmission system were $ 104 rnillion in t}:* seecnd quartsr, rvhich vras urc}:anged ir"onr
lhe pri*r year, iinrl $20? rnilliiln in the firsi siN months of 201 3, repres*nting an incrcase CIf $2 I urilticn co:npared to lhr snme
p$riod in 20i). We *xperienced inere*sed expenditur*s both in the q*ar1er anr{ year-tei-date perioi{s relateri t* the
refurbishment and replacemenl of-end:*f-lifc equipment fur overhead lires anei protection anrl eq:rntral cquipmcxt in ordor io
in":prove r*liabitrity. We also continued rvcrk on replacing end-oli-life undergrouncl transrlission eablcs bstween our $tr*ehan
?ransfbr"xer Station and Iiiv*rside Junetion. These new uneiergrerund rables wilX rnaintain a r*liable supply of eleetricrry rcr

ciowntown Toront*. Offsetting the incr*ased expenditures in the quarter were lower expenditures assouia{erl witlr t}re riming
of,work on the re&rrbishmenx and rrplacemcnt *f end*of-tik translormers.

Our other transmission capital *xpenditures were $ l0 rnillion in the second q&a,ter and $ I S million ln tl're first six months *f
)013, reprcsent:ing decreas*s of $2 rnillinn and $8 nTillion respectivrly" eomparocl ro ?012. Tirc rcd*ctions were mainly r.lue to
iower investments in iT-refaled initiativ*s, inelucling our entity-wieie inlormation syst*rn rcplacemeut and impr*ven.rcnt
pri:ject. Th*se decreases wcre par"iiaily otliet by increased fleet acqr:isi:ions during the secr:nr{ quarter.
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&{ANAGEMAN?"S nISCUSS{ON ANn ANALYS}S {eontinxed}
F*r the thnee and six months ended Jrrne 30. 2S13 amd 3{}12

Sisfri&afroru

Our distribution eapitaX expenditures inereased by $3 1 million" or lSYc, tc $l?2 million in the second quarter" and by $)4
rnillion, or 8%, tcl $3'l2 million in the tlrst six months of 2013. e*mpareel ts the same perir:els in 2012.

Capital investments to expand and reinfbrce or-rr distribution netrvork were $?l niillisn in t}-le seeond quarter and $l l4 million
in the first six months nf 20t3" repr*seoting decrsases of $7 million a*d $lg million, respectively. carnpared to 20 l?. We
experienced reduced txp*nditures related to our Advanced Distribuxion Solution (ACIS) Project, as we suecessfully
cumpleted the deployrnent of our Di:;tribulion &tlanagement Systern within our Swen Sound piiot area last y*ar. Curing both
the quarterly and year-to-date periods, we als* experienced a k:wer derxanrl fclr *ew cr*$tomer connecticns anrl upgrades.
These impacts were partially afTset by inerrassd requirements tt: rein{orse our distriburioil sy$tem c*mpared to the same
p*ritlds last year. 

.Vy'e 
also (ontinued to invest ir *ur Srnarf Mcter Project. wirieh is focusing on nerw*rk htning to impnrve

rneter cornmunication perf,omance and ccrxpleting final ecre prcduct uptlates to the Sma$ Metering Network sy$tenl
so{tware"

Expendilures to sustain our distribution sysiern were $$1 million in the second quartcr anc{ $132 millt*m in t}re first six
mr:nths of 2fi13" repr*senting inereases of $18 n:rillion;rnrl $24 miiliiln respectively compar*d to Zfi12. primariiy due to
increused *xpenelitures for c*mponerit replncements rciated to st$ffi restoration work r*sulti*g frnrx a nlajcr storm that irit
Ontario on April 12,2CI13" increased work rvithin q:ur wcod pole replacernent program, anrl *righer requirements {*r meter
replacements. pafiially olfset by lower r:lher work within our lines prograrns. l{-he yeur-to-e1a1.e variance wa$ also ir:npacteci
[:y the timing of customer csntribution payments received lasi year in respecl c]f wr:rk for j*int use and relocation of our ]in*s.

*ur other distributinn capital cxpendirur*s werr $40 rxiltricn in the seeond qurirter and $6S million fcr the first six nrontirs of
2*13, represcnting increascs E:lf $2* rnillir:n and $1S crilli*n, respeetiv*ly" comparerl tn last year. Th* nraj*rity clf th{rsc
expenditr.rres w*re related to the CIS pirase ol our enlity-wide in{anuatieifi sys{sm rep{*eernent and improvement pro.ject"
which was successfully pluceri into service in Mny.20t3. k additii:n to replacing cnd-oGlife $y$trms. lhis implernent*tiqrn
will result in process improvements lhal are expected lo provide many benefits i*clLiding enh**cements ts cuslon.ler
satisfaetion through redueed cail times and {irst cnll res$lution of issues given {aster availability of infor'rnation. Prerductivig,
savings are also anticipated 1o rssult from perfornrance improvenrcnrs" eonsolidation of [T systerxs" anr{ decqmlnissioning eri
erver a cioren legacy IT systerns.

Future Capital Expenditures

Our capital expendifures t-CIr 2CIll are budgeted at approximar*1y $1,600 miiiion. Sur
2013 capital budgets ltrr our transmission and distributi*n busincsses are about $ 1.00CI

million anttr $600 millii:n" respe$.ively. Consolidated capital expendiiurcs are *xpocfed
to be approxirnately $1,750 million in 2014 anii $1,650 millisn in 20t5" Thcse
expenditure levels refierl meeting the sustainrneni requirernents of our aging
infrastructur*. Our suslainmefit prograrn is ex;:eeted to be approximat*ly $80$ rxillion
in 3tll3, $95{}mi}lian in 2{}14 and $l.00tl rnillion in 2015. Our dcveloprnenr projccts
ine lude the Atr)S" inter-area network upgrades that reflect supply rnix polieies, local
area supply requirements, and requirements to enable llistrtbuted fienerutiol"l. Sur
d.eveloprxent expenditures are expected to he approximately $6St) milXion ix 2{)il"
$6t)0 rnillion in 2014, and $450 milii*N in 20i5. These *ievei*pn"lent invns:rnents also $r*txr* {mpirw{ $x3**tru*it*r*r
r*fleet eustcmsr elernand work. Other capital expenelitures are expcct*d to be 1 .ri r ', 1r,., :

appraximately $?00 rtillion in cach rlf ?013, 2014 and 2015. Thesc expenditur*s $ir,rr(:,rq(.r t)syr)'::rr",.., i.:,r,r,
includr investments tei replace our end-of-iifu eustomer billing syrit*m with a n*w t"lS
and smaller projects reXated tu the continued realization of in*re*sed productivity frrrn our exlerprise-wide in{bn"nation
systefi].

Excluding our pending acquisition of Norf,olk Fower lnc" fNorfolk Feiwer)" *ur *apital *xpenetifi-lres {br l0i3 are currcgtiy
anticipateel t* be lcwor than budget by approxinlateiy $160 rnillion nrainly du* ac unavailabiliry ollcng leaei marerials and
uhanges in eosts auel timing of *ertain large transmission deveioprnsnt prograrns and projecrs. pafiially *ffset by an
a:rtieipated increase ls nur dis{rii:utian capita} expenditures.

il
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MANAGEMENT'S UISCUSS{SN ANn ANA},YS}S {*omtimued}
F*r the three xnd six rnoNths ended June 3S, ?S13 aNre* 2tlt?

Ou February:E" 2{}i l, the OEiS issued a decision an:ending l"Xydro Onc Nelwarks" transmission licenc* in *ccordancr wit]r e

directive from the Minister ol S,nergy to the OEE. The licence arnendment requir*s l{yrlr* One Networks t* dev*i*p *ncl
cither seek appr*v*ls for, or irnplement, specifrerl lransmission pr*jeets and transfeirrner statior: xpgrades to safely anc.l

reliably accommudate ariditional renervable enorgy in aceordance with reccmmendations {rom the SPA. On Apri} 7,2S1[.
the OPA pr*vided the sceipe and timing to incr$ase short cireuit anrl/or trans{bn'ner eapaeity at ten *f l5 transforuicr slatirins.
Snven of thsse slation upgrades have norv b*en cornploted. lixp*ndiiltrcs ftrr thss* station upgrades were recordeel within
aperation" mainteuance an*} administration expense rather than as *apital exprnelitures" given thaf rceovoly rvas reslrictcd
pursuant t* a deelaration ma{ie by our Shareholder. the Fruvince, on April trq, }011" Altemaiive soluti*ns hav* be*n
ielentifiecl fcr the ather three station upgrad*s. ln .lune 201I, the OP,A recommenqlecl tlie scope and timing r:f r:ile olth* three
priority specified kansmission projects, the West c{ {-ordan Transmission Upgrade l}r*jecl., with a requireij in-servie e date of
{Jecember 2014. This project gencraiiy requires restringing conduetor on existing towcrs along an existing right-ot'-rvay and
wili enable tl:e eonnection ol'*dditional renswable g*neration in the west of l-ondon area. trt is ne$ded ro satisfy govemnlenl
policy relating to fhe ineorporatir:n of 10.700 MW of non*hydro*Xectric rcnew;rble gr:ncration rosources by 2018. ]n O*rE:ber
201 1, the OPA recomrnendeej the scope anrl tirxing of a secrlnd priori*, specified {ransmission project" the Southwestern
Ontario lLeactive Compensation Friority Froject, that will insrease the transrnissirln eapability *f the Ertlce transmission
sy$tem. Uoth of these pri:jeets are refleeted in our hudgeled capital expendill,lres. On April I ?, 20tr 3. we receiverl a l*tfer lrr:m
the OP,a. notifying tkat the need ancllclr timing of, the Southwes:*rn Ontario R.eactiv* C*mpensation Priority Fr*jeel may be
cle{brred until further notlc*. An OPA reeommendation rrgarding tir* thire"l pi'iority specifiecl rralrsmission pro-jcct,
er:nslructioa of a new transmissior"l line west of the City of Londun, is noi eNpected in the I'oreseeable luturs anij is nor
inclucied in *ur budgeted eapital expenditures.

ln Augnst 2Slt). thc OEE introduced a {rarnework for comp*titive d*signatinn for thc dev*lopment of eligibi* rransn'rissron
pre{ecls. As a rosult, we elid not inqlude in or"lr budgeted eapital *xpenditures any prcjects that ec}u1d xreef the elefinitiox qrl
expansions unqler the OHfi's c*rnpetitiv* framework. We do nol lrlnn to under-txke large *apital *xpe*ditures rvithout i*

reasonable expectation of,reeaver.ing them ir": our rate$"

Thc actual timing ar"ld expe*ditureu of manv developmrnt proj**as ar* uncertxin as they are dependent tlpox1: vaneius
approvals including OEB ieave to construot approvals and snviroamental asscssm*nt epprslral$; negotiations with custorners.
neighhouring utilities arid other stakeholders: and consultations r.vith First Nations aad M*tis co:nmunlties. Pr*jects are ais*
dependent on the timing and level of generator csntributions {br enabling {acilities.

Snmmary *f Contractu*l $trligations and Othcr Cnmmercial C*mxritrnexts

The foil*wlr:g tahle present$ a suinmary of our rlei::t and other rnajor **ntraetual cibligations, as ivell as other rnajoi'
eommercial commitments"

."fu,,re J0, /r)13 (nillions a{ dallurs} '['otal 2S{3r }Str*12$15 2{}161}&1? Afrer 2$!?
C*ntract*al $bligationsi {dwt hy "1tsttyl
Short-term notes payable
L,ong-term debt - pducipai repayn'lents
T."ong-term eietrt -- interesf p:iymcnts
Fensi$n2

Ilnvir*nmental anqi asset r*tirem*nt eibligati*ns'i
lnergi LF {}nergi) outseiuruing agre*rnenta
O$er;iting lease et.lmmitments

il8
8"460

7,u7
172

304
2rs
5l

r,300
735

:7:
?3

t52
t$

1. t0{}

65t
5.460
5.541

170

]18
600
205

:1
6?

6

40

l5 l4
T$tal Cslxtraetxnl {}irlisxtions 16.456 r.017 :.448 1,s06 1r,{85

Qtl:er Cornmereia] C*mmitment$ {hy vear a./ exg;irytl

Eank lincs
letters of eredit6
Guarantees6

l,50tl
113

3?6
6

t,5$0
l:7
3:6

Yctal $ther C*mmercixl Cclmxuitmeltts L459 ,15-l 6 i.5{x}
i' The amounts dis*iosed represent lhe amounts du* cver the pcriod July l. 2l)13 to De*ember -1 l" 20tl
' fontributions to tire Flydr* One Pension Fund art generally rnarie one rnontl'r in arrexrs. Ihe JillS and 20i-i minimum enntributioirs are iraserl *u an

acluariai valualion tiicd in May 10 1 2 and el ctivc Dccsmbcr -1 1 . 20 1 1 . llas*d on cxpcctcd levcls *t 20 1 -1 pensionabl* camings. our tertal i{i l l arrnual
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MANAG&MENT'S $ISCUS$ION ANr) .4.}{AI.YSIS {eoxtinxeei}
S*r the three nnd six m*nths ended Jure 3{}. ?{}13 and ?&12

an actuarial valuatlon *fI*ctivc no iaaer than )cctmbcr 31.2{i14. and will depcnd on fr:turc invcsrrue&r rrtums, ehangcs in benctits lx"aeluarial
assurxptions. Pension contribulinns bey*nel 2*14 are fiot estrimai:lle at this time.

removal of asbosl*s-contaminat*d rnatcrials t'rom *ur iacililics and ahc eicc*mmissi*ning anel removal nf cc$*in switching sli:tir:ns. The l'orr:t*st
expendil;re patt*rn rrfl*ct$ our plann*d work programs lior the periods.

j ' fin Mnrch I , 2002. {nr:rgi ir*gan pr*viding a range of scif ices 10 *s ior a lcn-year periorl. including lT. rustom*r carc. supply e}rain and *enilin human

lnergi lor a fur'thcr threr-ycar pcrioel. to *xpirc on l:ebt"uary :8, 7015. Siven the comp]cxities irvnlved. wc havc ir*gun dcveloping a pltn of actir:n ior *nrl-

ir thc ra*ge of 1.8% to l.{}9rr.

n:iilion and *xtcndcd thc m{rturiry datc lrom June 20 I ? to .}une 20 1 $.

provided letters ol credit to the IESO in the anrount *f $5 million to rnrct {}ur current prudenlial rrquiremerr. ln additron. we have approxima{ei3, $l

approximately $l million.

The amounts in the above table under '"[cng-tenn debt - pr"incipal repeyments'" are &{rt uharged to our results ol operirrions"
but are re{leet*d on our Coiisolidated Ealacee Sireets and C*nsolidat*rJ Statements of Cash lr}ows. trnterest sssoeiated with
tltis dcb{ is record$d uneler {lnancing charges on our Csnsolidat*cl Statern*nts of Opera{ions and Comprehensive lre$me or as
a co$t of our capital programs. Payments in respect o{ operating leases anei ou!" out$oursing agreern*nt with }ncrgr arc
rer;srded under .)peratiqin. maintenan{{: and adrninistraticn sxpfln$e on our Consolidated Statsm€nls eif Operations and
Compr*hensive lflc{rme or as & ca$t of,our capital pi-$gralrs.

R&:"ATET} PAITTV T&AIdSAC?:$NS

i{elatetl pa}"ty transactioxs prirnarily eonsist ol our tran$missiun revenu$$ recrived &om. alrd our powcr puruhase$ payfi}efits
made to th* 1IS0, which is er related pafiy by vifiue r:f its status ss iin agency of lhe Frcvinile" The year-*ver-year changes
rclated to these ,imount$ are dsscribed more fi.llly in the eiiscussinn oJ'our transmission xevenues and p!.rel'ta$$d prmwer e*sts"
Other significallt r*latcd partry trtln$actions include our dividend$" lvhieh arr paid to the Province, an{X our pilyments in iieu of
corporate inecrn* texes (pll-$) and somo of our paymsxts in lieu of pr:operry taxes" ivhieh &rs pairl [o the Ontario Hleclricirl
Finaneia] Corporati*n. ln Jitnuary 20 10, rve purchased $250 miliir:n of Frovince of Ontario Floating-ltrate l,{otes. maturing on
Novernber 19.2(l14, as a forrr of aXtemare liqr*ieli4r to suppier"nent t:ur bank eredit fae ilrties"

CSN$TNERATT$I{S OF CU&NEFTT XC{}NO]\{IC CONSXTI{}N$

lle nsior;

Suring the first $ix mclnths al 20 13, we rontribut*d appruxirualely $160 rnilli*n to s$r pensi$n plan *cd ineurred $146
million in *et perioelie pcnsiun benefit eost based on an act$arial valuation eifuetive Decernher 3i" ?0 ll Nhat vras filed in
May of 2012. A*t*ariai valuation$ arr minimally required t* be tlleel evsry threc y$ars. Ws rurrently *strirn&rs o&r tstal asnu:lj
pension contributions tu be aBproximately $160 million lor each $f 20 13 and ?0;4 based on the projeeted level of
pex$ion.lble earnings and the sarne actuarial valuation ef*'ective Drlr;emh*r 31" 20tl. Fut$r* mirir"*nrx oo$tribrition$ beyr:r:d
l0i4 will be baseil *n lhe actilarial valu;rti{,}n eflective ns latcr tham Secember 3tr,2014. Our pensi*n plan experi*nc*r{
posifive ret&rn$ of 6.57% during the six rnonths ended.liln* 3{}.20 13.

t0 ilydrm* 
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For the three xnd six :nomths ended June 30. ?S13 nnd ?013

INTXRTi{AT'tr$N AL F'IN A}.I C TAT, R.XPOR.TIN G STAI{M,&RN S {I3'R$}

ltt ?011, the Ontario Ser*rities Commission and r:ur &oard r:f Eirectilr$ allprsved our apirli*ation to adcpt t-IS GAAP as the
basis for oun accounting, external frnaneial rep*rting and periodic securities tilings, rvith*ut xs beuoming a Securities and.flxchange 

Commission registrant, fcr our:0 12, 2013 antl 2{,}14 fiscal years. Frior t* our acleiption sf LIS GA"AF as ihe basis
{'or our actoun{ing, external finaneial repofiing and periodie *eeuriries {r}ings, lnre had plannecl to adopr IFR.S cffbetiye
January I, :012, with comparatjvc restatement of our 2SII results. Acc*rdingly, by mid-2011, x,e had substantively
completed our four-phase IFRS conversion pruject, whioh includerl separate eliagnostic, clesign ancl planning, solutirn
dev*lopment, anrl implelnentatisn phases. Our IFRS c*nversion pruject involvecl, am{ing other initiatives, a detaileei
assessmf,n{ of the effects *liIFRS $n olrr financial statements, a review and upgrade of uur infurmation systems to mcct IFR$
requirements, fi.n ,ls$essmont o1'our internal controls over financial rep*r-ting and ctrisel*sure controls and prccesses" as well *s
training cfour key finance and operational staff"

As a result of our2{}ll decisian tt.r adopt US GAAP. our{FR.S ennversi** project effnrts were efTective}y haited. However,
our IFRS conversicn wr:rk has been" and will conainue to bc, managed in such a way ti.lat it can elfective ly be restar{ed if a
future lransititx to IFIIS is rcquired. We continue tc] moniter rca!or eccounting develerpln*nts arising frorn initiatives cllthe
international standsrd setter, partieularly as severai major prerjec* are "loinf effbrts with the l-r$ Financial Accnr.grring
Stanelards Board.

Training of our key finane e and *peratir:nal statT cornrncneed in 2$07, anri euxti*ues on a educed but *n-goirg basis, as rve
have eer-t$in subsidiaries t}:at are required to prepare tireir separntre financi*l statements in aeeordance witl"l IF{l"S" I}RS
training was also previously providecl to our A.udit and Finance Committse and senior exceu{ivs managen}ent. ln l0ij. w*
continue to prcvide IFRS training tc specifie staiFwith a &rcus oit ,low {F}trS aecounting and reporting developments and
emerging issues.

Our company has lhe customary financial eovenants neimnatrly ass*eiated with long,tern, debt" Arn*mg otl:er things, our long-
lsr:n deht eovenants lirtit *ur perrnissihle debl as a p*rce::tage ol *ur lotal capitaliuation. Ilepeneling on tile *utcrme cf
various intemational standard setling initiatives, inclueling the X.ate-R.*gulated ,Activiti*s Frojeet, a &trure ae1:ption of {FRS
could result in ehanges lc our tinancial position and increased votatility in cxr results of operations thar couiei irrpaet our debt
covensnts. We continue to n"lonitor the polential impact that an {FRS conversian eoutrd havs undqr various sccnari*s" On
April 25,2CI13, the ln{ernalional Financia} Aecounting Standarcjs Board publiskeel &irsommentr an Exposure }raft (HD) on
R"egulatory Oeferral Aecounts as pail of its Raie-Regulated Aqtivities Frojeet.'fhis prupused interim standard 1'ur regulatory
defurral aosounts would pemrit ar entity adopting IFRS to c*ntinue tr: use its previeius GA,AP a*eounting policies, as
aceeptud in their l*cal jurl*diction, for the r*cognitron, mcasurcmcnt and impairrncnt of r*gulatory eleferral aceouflt balanees"
Ths HI) is open 1i:r ccmnlent until September 4. 20 ll.

As parl eilour company-wide infcrmati*n $y$tem$ improv*m*nt prniect" many olour:najor finanrial systems were repluced
in 2008 and 2009. {)r'rr nerv llnancial $ystems were designed wit}r maxirxum {lexibiliry given the uncertainly l:1'the outcome
of ee$ain impactive {nternational Accnunting Standards Boarel prcrjccts. Our {ixaucial sy$iems hat* fhe ability and capacity
t0 handlc currexl aeeounting and repr:rting ploee$ses in accordance lvith TFR.S, shouid t{laf ire required in t}r* future.

NT$CI,T}SUR"II CONT}TOLS ANS INTERNAI, COT{TROI,S OVK& F''hiANCXAI, KSP$R.T'[NC

T0 optimirc our eustomcr sotvics operati*ns, we have succ*s*fully implernented the Customer trnformation Sy$tcln {C{S}
module of SAP. This new systern will increase productivity by replacing multiple lcgacy applieatitns currcnrly Broviding
*eruice to our disrributii:n euslomers and key constituents fur billing, eustomcr eontaets. licld services, settlernents and
customer r:hoice adnrinistration" lnternal controls havc been r:locumenteei ilnd suecessfully t*st*d for adequacy and
effectiveness. in aeidition tei the bcnefits associaled with our CtrS, we eontinue to leverage our olher $AF enl*lprise sy$te1]"t$
to guin olher productir it1 impror crncnls.

[n *ornpliance with the requiremexts ol National ]nstrumsnt 52- 109, tertificati*n rl'Srscl*smr"e r'fl lssueru' ,4mnu*l crud
lnterim Fillng.r, our Certifying Officcrs havr rsvierareej and eertifisd the unaudited interim Cons$iidated Finaneial Statemenrs
for the period ended June 30.2CI13, {ogether with rither fin*ncial information ixcluded in our qcarterly securi{ies filinEs" Our
Certifying Officers have also eertified that disslosure crintrols anel proeedures have been designed t* pr*vicle reasgnable

il hvCr c



MYDRO ON& TNC"
MANA&AM&N"["S $ISCUS$IO]X ANn ANAI"YSIS {emntimued}
For the *hree and six months ended June 3{}, 2$13 and 3{}12

essuran{e th&t materi&l int"onr:ation reiating to sur csmpany is made }rnown within our company. Further, our Cu$iSing
Sfficers havs als* eeffii{led that inttmal cnntrols over financia} rep*rting liave been designerl to provide reasqlr':able as$uramce
regarding the reliabiljty of financial reporting and the preparation ol the unauditeel interim Consolidat*<{ Financial
Statemcnts.

RECtrNT N&V&LOPh,{XNTS

,$ssf- Wrsf lle Freceeding

On August 7,2{}11. thr OEB rend*red its deeision in the Easi-Wesr Ti* L.ine Designation proceetling a{ter a publie }rearing
was heid to select a designated lransmitter f,rq:m six compcting proposals. EWT LI), an equaliy shared partnership betwecn
Great Lakes Transmission, Bainkushwada LF {involving a rumber ntr'First}datic}ns in t}re area of tlre }:ast-Wsst T;€}. and oar
€olYlpany, wari not selected as the transnritter to complete the development rvork lor the East*West Tie l-i**"

"&en exred ff egrlcfnryr fly*rme n'nr&

P * rf b nN an w M e * s * y e w e yt t a n d C o w t t * t u s w s { wr p r o,* e n r e ;t I

On july 4" 2013, the OEB posled its StafflRepcl$ lu the -l)**rd an Xlerli:rmance &{easurement and Continuous nrnpnovement
for Etrectrielty {fistributs}rs" The rep*rt outlines t}re recomrnendatioas in rclati*n to perfilrmanee slandards. mea$ure$" and th*
development of an electricity distrtbutor seorecard. ?he OEB has requested stakeholder comm*nts on the r*port to be filed
by August 12,2011.

$llr*rf Srrd ldrrrso{y {owwinee

On.trune 27, ?013, lhe OES announc*d the crealinn althe Smar* Grirt Ac{visory Cclmmitrer. The cominittee will proviric the
OEE with *ngoing assistanee cn emerging smart grid issues. The sonrmittee will iniriaily, focus oli smart grid mstt*r$
iei*ntifreri in tl:e F*bruary il. 7013 $upplernental R.oport on Smart Griel. Specifically, it rvill foeus on: the emergcn*c of
standard data access m*chanisms; the deploynlent ol smart Srid technok'rgiesl *yher-securiq,: and intercperairitriq, arnong
distributcnrs. Merxbership will iuitially be *omposed of partieipan{s lrom the $mart Orid Wurking Sr*np, including Ftyelro
One Networks.

Slsrtrir':ly rteporting *wd lLeu;rd Kerplag fferyurreiue*ls (R,{,Ql

On "lun* I 3. 201l. the OEB issued amendments to its &.ldR including: improved defrrritions; a requirement {or slistriburors to
report whether ary xew reliahili$, measuring and reporting prectrics$" or thc introdr.rcti*n *l any new technol*gies, irnpacted
lhe abili4, t* cocrpare perfonnance resulls fro:n year to yearl a requirement {or dislribr"ltor$ to repolt cietails on th* caxse sf
intem;pticns; anrl the removal of the reporti*rg requiremcnts relater:l to the Custonrer Av*rage intermption Ouration Inilex anel
the Mornentary Average {ntemrption Frequeucy lndex.

$Fl l"ir:ei'rce

On June 3,zCI11, tl':c SEil prtvicied *otiee of its intent to amend ttrre licence of"the OilA to address the OPA's ohligations in
the :"egional planning process in Ontario" As part of the OEE's reporl on tlre renewsd regulatory {ramewurk, it eoncluelecl t}rat
planning for transmission and distribr"rtion invcstments nt:cds to [:c coordinated cn a r*gional trasis and that it was important
fcr utilities to wcrk with thr OFA to identi$, where conservatioir or gcnsration $ilrions may also roprssent potentiai solurislirs
to address th* electricity needs of a regi*n. The OEB is proceeding with a lvritteu h*aring and rv* hxve provided s*rnre
commefits on the propaseql amendments.

Froposrd lm*exrlruem/s ro llle &ls/ri&ulierit ,tsfem Cor/e (SSCI and tr/&il.rr$,,rslor S).srent Code $'5C)

On May 17, :0t3, rhe OEB gave notice of proposed an:enelm*nts to the $$f and the TSC- follorving an ext*nsrv*
consultation proeess. Tire prrpr:se of the proposed revisions is to implerxent lhe tlilts's p*lieies $et Lr$t ln irs report un the
renewer{ regulat*ry framew*rk related tc}: the establishmenl of a pr*:eess in order to move io a more $tril.etured appruach ro

1:
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HYSR& O}iIT;NC,
&{AF{AG&MENT'S $XSCUSSION ANt:} AI{A{,YS{S {e*nrinued}
Fon the three xnd six xronths ended Junc 30, 2013 and ?{}12

regional ilfrastnteturs plaxning; and the determination of the apprapriate redcfi*itior: of, c*rtain line eonneeticR assrrs and
moelifications to th* l'SC cost responsib:iiity rules to {acilitate regiona} planning anc} the executir:n of reginna} infrastrneture
plans" W* filed a subrnission on the prop*seri anrendrnents rl$ Jufie I7,2013, recommcnding refinelnent$ to the rcgionai
infrastructure pianning pro$ess *nr1 some &spects to be consiclqred in assigning cost responsi$rlity to eonxecting eustomers.

flydre snr &ermrfe {swrwrwruities 3$l-i SisfrJ&ufioru -&afe lppliaotrern

On .[une 28, 2t]ll, the Ollts aecepied a paftial proposed se{tlement agre$ment reached betvreen 13ur subsidiary }dydr*l $ne
&"en'lote Conlmunities lnc. and varierus intervenor groups in lespect of lh* tr'rrevioxsly filed applieation flor X.ll3 reverl{re
requirement and iiistribxtion rates. The two unsetlled issues rernained to be res*lved through a *iltten hearing, which tlegan
in July, 201l" An OEE deqision is anticipated la{er lhis year.

flnvircxnreml Csrusrds Regulafferns

()n J*ne ?2. 2* 13, the Gnvernment of C*nada issued a proposecl afficndrnent kl its existing FCE rcgul.rtions. The proposed
amendinent woukl extend our end-of-use deadline {br concentraticrrs" equal t$ l:r Eireater than 500 pprr, iiorn Deq:elnl:er i l.
20 l4 {based or our approv*el cnd of use exrensisn'} to trJecember j I " )'CIZ5.

Sdsrrf&arwx "lysderm C*de

On June I3' 20 ll" the CIEB issued amendmsrts to the $SC in relalion to the c*nneeti*n ol n:icro-*rnhed*ied gener;rrion
facilitiss to the clistribution system. The rimendmen{s ine}ude: ext*nrling thc processing tilnelines ibr offer ts co*ne(t
applications for n:ier**cmbeddcr.i generation taeilities l*cated at existing custsmor eonneetigns requiring a sirc asses$men!;
and the harr"nonization $f the sonnection timelines f,nr micro*cmbeddcd generation fucilities with thcse for the fonnection s{ e
new low vohage servics.

3 S,{3 #xp*r,r,$erpfce f elfcs

On }une 5, 2013. the OER rendered a dseision cn i-iydro Onc Networks' exp*rr transmissirn seruiee {ETS) rate. The rate wil}
remain at S2lMWh" Ths ETS rate was the only unsettled issue *&er the OEi] approved ths settlement agresrxeflt for F{yr{rc
One Network$' reveoue reqLrirement anti cost-r.lflservice rate application trir 20l 3 anri 2S l 4 transmission ]ates" As part 11f fhe
'lune 6,2013 declsion, {he OEts requested that Hydro One Netw*rks submit a Xrroposal of the appropriate cost*bns"d ETS rur*
with supporting ratiotale al i1s next transmission rates application"

Cnllecfdve r{gresr}rs}r, I(egrfrerfferns

Folvsr" Wt;rkers' Uxioyr [PI{U}

On May 16,70 13. we suecessfully reachecl a settlement with thc PW{J. Thc eollectivs &greernent is {irr"a txvs-y*ar term
covering ,&pril 1 " ?01 3 to March 3 l, 2{i I 5. [t was approvecl and ratifiec] by aur H*ard of &ireotors on May Zg. 2il I i and was
ratified by the PWIJ on July 3 I. :013.

.$ocfeg, *'flixergl Fr"olissfoirerls lS*cieg{

in February 2013, we cornmenced bargaining t'or the next collccrive ngre€menf v6th the Society, and ox \.t1arrh 13" 2*]j. we
suceessfully reached a t*ntative settlement. In April 2tll3, the eollective agrcsnlent was ratifiec.l hy our tloarel nf nirccrors
anel the sccirty. Thc new egreemenl has a three*year tenr eff"e*tivs Aprii l. 28 13.

"Sisfri&afdrrm Cas**rmm" {wwrctive Selre-,Sefffirg {Cetstorx f&l *.{ppdc'cofr*rlnr JSfS-}Sl$ &sfes

Wc are conclucting a series of stakehslder sessi{ins on oul'five year distribution cust{}m {R rate application. Sr,rr applicaticn
rvill bc filed in tl:e first quartcr of 70 l4 for rates cfTsctive 20 I 5 ts 20 i g inclusiv*. Because ft cu$tonn IR. is nerrr, it is important
to s*ek stakeholtler fbedback on the proposed featurcs in or:r applieation ts the SEB. The first sessit"rn was held on .&pril ?$.
2013 and gave an uverview of lhe eustom lR" ancl *ur schedule {cr fi}ing. tl alsr: highlig}rted our plans fur cu$lfilner *u**y5
and stutlies cln r:ite classifisation and seasonai rates. A seconcl sessicR rvas helei on June ?6,2{]ti lc pr*vide an update on

13
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[*Y]R.{} 01\( rF{C.
MANAGEMENT''S nI$CUSSI$N ANI] ANA],YS{S (eontinxed]
Sor the three and six m*nths eneled June 3&, 2013 amd 2012

sfudies ein line losses and s*asonal rates; and to introduce annual adustments" ol'{:ramps and re-*peners, anel metries l'or
monitr:ring perfoxaane* that we will incluele in our application" Stnkehr:lder eomments are eneuuraged nnd r*eorder:L in each
session. Future sessio:"ls rvill be held in S*ptember and l{ovemb*r of 2{)13"

$X},ECTtrN TTNANCTAL HI&HI,IGHT$ ANS RAT'I$S
T'hree moxths e*ded.|uxe 3& Six rnonths end*ld,luIre 30

(millians *{dallars, e"rcep/ earniags per ton*man. shu.re

*nd ratios) 3{}{3 zSn? ;013 ?$1 2

Ns{ inccme
Net eash kcm operating &ctivitie$
Capital eNpenditures
Sarnings per common share

Earxings covcrage rati* l

N*t ass*t e$v€rage *n long-ternr debt ratio:
Total debt to capitalization rati*3

r68
3ll
351

1"s33

169

217
1sCI

1,651

A)\
475
621

4,1 58

37S

454
(,67

3"?05

:.q4
i.84.
54%

2"7t)

I .81

55%

sun of net incomc. provision {br Pll-s and financing eharges divid*d by the surx nf fina:icing chargr:s. capita}ized intcrcsr an.l eun:ulativc prctcxeii
dividcnds"

2 Th* n*t assct eovclage on long-tenn tlcirl ratio has b*rn presentcci as aI Jun* 10" 1013 a*d lJscembcr l{" 2$12 anrl Las b*en ealculateel a$ i{}tal a$$cl.;
minus rotal liahilities exuiuding long-lerm debt iincluding current porti*n) divided by lo*6:-term deht iirclud:ing current porlion).

plus lotal sh*rehokler"s equity and prefunetl shares.

f OR.W AR$-LSCIKIN G STA TEMXI{TS A}'lS {]l.lF O&.S{A T f &N

Sur ur*l end written pubiie communications, inrlurling this dacurncnt. ollex contai& fonvard-lc*king statements that are
hased $n ci;trent exp{ictatioxls, estirnateii, forseasts and projections &bout sur busin{is$ and the industry in which we oprrats,
snd include l:eliefs anri assurnption$ ruitde by the management elour company. Sueh stalements in*[*r]e. but are nat ]imiter.l
t*: expectations regarr{ing energy-related revenues and profit ane} their trend: stat*nrents related tr: the xse o{'our appr*v*d
retesl siiilom*nts regarding our tiquidity and eapital re$oureos and op*rational requircrre&ts; $tatements abour our standtrry
credit {acility; expectatiotls regarding our financing actir itics; sterernents regarding our rnaturing debt; statemenrs regarding
our ongoing ar:d planned projecls andlo!" initiatives inciuding tke rxp*etcd !-*$*lt$ of these projects anelli:r initiativcs
{inciuding pr*ductivity savings, proc*ss improv*ments^ and eusto$1*r satis{actian) and t}:eir e*m;rletion elates: expectations
regarding tXre recoverability of large cap:ital expenditures; statemellts reganding *xpeeted futur* capital and rlevelopment
expenditures, the tin:ing ol thsse expenditures anri our investm*nt plar$; expsctations regarding OpA rec{rn"tmenelations;
$tatements regareiir:g eontractual obligations *nd other *exrmerciai eonrmiLmcnrs. statemcnrs related lo lhe OllH; stitlcments
regarding fbture perrsion contribution$, $ur p*nsiolt plan and estuarial valuati*n; staternents at:oxt cur $rxtsourLrng
erre&gement with Inergi; $tatem*nt$ relating to tlis Smafi Orid Aeivisory florrmittee; anq.[ statements regard:ing ;tccounring-
related intemation;rl standard selting initiatives, including the p*tential future adoptiun s.!l IFRS anll its ass*E:ialed impacts as
well ns o*r training snd conversiern plans. Worcis su(h a$ "expect"" '"*nticipate"'. "intencl"'" '.atterxpt'., "may", "'plaa'"" ""lvill'",
"believe", "seek". "estiffiate", '"goal-", "aim", "'larget". anci variat:ious of sueh v,,orrls anc{ similar expr*ssions are intenr}erJ to
idenrily suclr t'nrward-lookiug statement$. These statemeilts arc no{ Suarentee$ o{' futur* per{bnnanc* and invo{ve
assumpticns and risks *nd uncertainties that ar* dilficult to predict" Therefor*" achlai cuteomes and r*s*lts m*y elift*r
malsfially from whal is expressed, irnpiied or forrcastcd in sueh fcrx'ard-looking state*:*llts. We elo not int*nd, and we
disclaim any obligaliun, to upda{e any f,eirward-lceiking slatements, exeepa as required by law.

Tlress flalward-looking statements are basod on a variety o1' flrctars and assuurptions ineluding, [rur r"lot limiteel t* the
follcwing: no unfor*secn ehanges in the iegislative and operating flramework for Ontario's elecrrieiq, market; n*
unfavsurable decisicns fiom the OEB anel other regulatory bodies ccnc*rning outstrlnding rate anrj other applicati*nsl n*
delays in obtaining the required approvals; nc unfi;reseen ohanges in rate order$ or rate str$ctures filr our Sistributi*r'r and
Transmission businesses; a slxbl* regulatr:ry envirelnmentr; no *nfavcurable changes in envirelnmental regulalion; and no

t4.
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HYNRO ONT:NC"
MAF{AGEM&N'F 'S $ISCU$SION ANI} ANALYS{$ {c*mtinued}
I{or the three and slx rn*xths ended Jxne 30. 2S13 and X}1}

significant cvstr{ occurring oxtside th* orrlir:ary esurse i:f business" Thcse assumptir:ns ars l:ased c]n ir"lf,ormation cur*ntly
available to us, including infonnation *btained from third-pat-ty sourcss. Actual results may difler materially Sonr ttrrose
pnecilcted by sueh forward-looking statements. Vlhile ws do not know what impact any of these differencss t"nay have. our
business. results of operations, frnancial eondition ancl sur oredit stfibili4, may i:e rnaterially ildversely affucted. Faetors th*t
eoulei cause acmal results or ouleonl&s to ditTcr materially fro:x the results exprcsssd or impliecl Lry forward-k:oking
stiltoment$ inch.rde, *mong other things:

o tke risk that unexpected capital expenditur*s m;ry be needed to $rlppsrt rener.vable gener&tian or resolve snforesesn
technical issues;

x the risk that previor:sly gr*nted regulat*ry approvais may be sulrsequently ci'lallenged. appealed or *vertumed;

* public opposition to and detrays ar deniais clthe requisite approvals and accommodations for our planned projerts;

x the risks associated with bcing eontrollcci by thc }lrcvine* including lhe possibility thar the Frcvince may mak*
declarations pur$uant to the memorandurn ol agreem*nt, as well as potential conlliets of in{errs1 that may anse
between u$, tl"!e Frovin** and relakd parlies:

* lhe risks ass*ciated with being silbject to extensive regulation including risks *sseiciated with {}[B aetion nr
inaclion, inciuding regulatory decisions regarding our revenuc rccluirerrcnts, cosl recovery, rares. acqursrtion$ and
divestitures;

x unantieipared changes in electriciry d*mant] or in our eo$ts:

x the risk that wc are nat able to affan&c sufficient cnst-e{lbetive iinan*ing {s repay m;lturing de!:i ar:d to fund capiral
expenditures and other obligati*ns;

x the risks assoeiated with the exeeutir:n o1'our capital antl *pcrltion, maintenance anel administrati*n progrems
n*csss&ry to maintain lhe perf,orr:ranc* of our aging asset base;

* thc risk to our facltitiss persed by severe wsather c*'-lditi$ns, *afi;rai disasters *r eatastrcphic evcnts and our lirxited
insurance coverags fbr lossrs rcsuiting fronr these eve$ts;

* future interest rates" future investrxent retumri, int'l*rion, changes in irenrfits anei chamges in *ctuarial assumptinns:

x the risks assoeiated lvith ehanges in interest rates;

x lhs risks of euunterparty default on our outstandixg derivativr co&tr&otri;

* tl:* risks assoeiatsd with current eeonomic unc*rtainty and finaneial rnark*r volarility;

* the risk that our long*temr eredit rating woulel deterioratre;

* the rislt that we may incur signitica$t eosl$ associateel with transfering assets loeated on lleserves {as defrneci ln the
Inrltan lcr (Canada));

* thfl poientixl thal we n"lay incur significant expsn$es to replace $ome or all of the {llnctiors euryently outsourceeJ if
our agresmcnt with Inergi is terminated; anrl

x the impaet of the orvnership by the Province of lands underlying our rransmissioir sysrcm"

We caution the reitder that the abr:ve list r:f factors is not exhaustive. Some gt th*se amd nthen factors *rr discussed ix more
detail in the section R"ish Managemenf and Risk Factors in th*:012 MD&.A" You shouiri review this secti*n in r{etail.

{n additron. we caution the reader that informatior: pr*vided ln lhis }',{I)&A regar*:ling our outlo*k on cerraiu mlltf{rr$"
inclueiiNg futur* experditures. is provided in order to give eontsx{ tti the natxrc of sorne *f our futnre ptrans and n}ay not be
;rppropriate ior othur purp$ses.

This kXD&d is dated as at August 9,:013. Addirior:ai infnrmation about eiur corrlpany. ineluding *xr,&nnual lnfor*rarr*n
Form, is availabl* o* SEDAR" at lt"r&rrv.sustnr.** llr.
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HYI}RO ONE.INC.
CO1\{SOLI},{"I&& STATEMEF{TS &F O}ERATX}II{S A$n CSMP&&K&NSM {F{CSe{e {unaue}ited}
For the three and six rntxths ended J*ne 30, ?0I3 amel 20tr3

{miffians ol"tlol/srs, r-rcepr ptr s}ore **mxnfsy'

?'trrree *Nonths endeti
.Iun* 3{}

I&13 XltS

SIN msn*hs emdet{

June 3{}

2{}{3 2{}1?

tr{evenues

Distribution (i*eiudes related party revenues oli$38 (201? - S39) and S??

{:t}11 - $78) for three axd six months r:nded "}une 3{.}. resp**tively} r}'ore l-l)
Transmission {ineludes related party revenuo$ of$365 (2012 - $373) and $735

(2012 - $?30) {i:rthree and six months endcd June 30" respe*tively) {rVnre l3l
Oth*r

368
t5

t70
15

741

3ll
73t
3l

I.020 974" 2"2CI4. ?"$55

1,4f,3 1,359 2,975 2.827

C*sts
Furchasetl power (inciud*s r*lated party eost$ of$545 (201: - $5201 and $1.258

{2012 - $1, i88) fbr thre* a*d six moxths ended }une 30" respectivelv} f,&hle ljl
()peratiox. mai;rtenanee ancl administration flbre l-ll
l)cprcciatiorr and anronization

684
tor
rs0

640
278

r5E

t"4.82

524

321

I "3$q
540
t10

t"ll5 1"fl76 ) 1?7 2.219

Inrorne h'efore {inaneilrg ckanges nnd prcvision frlr
paymenfs in lien o{'corpsrete inesme taxes

Financing charges
268

8q

281

90
648

r77
s08
173

Income bef*re provision l"or p*yrncxts im lleu
uf eorp*rate ine*rxe taxes

Prnvision lor payments in lieu r:f e(}rporilte tnconlc taxf,$ i\'{xd "5, lJl
t79
lt

ra3
24

471

4{:
43s

55
Net incnme

Other comprshensive ins$ril*

r68 169 425 37q

C$rnprehensive inconre .l68 t6q /1( 3?S

Busit antl fully diluted €erning$ Oer cornm$il share ldol/ar.r.., iV$rs I 1,633 1"651t) 4,158 3,7il5

Sividends pEr e$mmon shnre deelxred adollorrl {Note l2t :.5CI 25t] r,500 3,fi:3

See or:cr;mp*rying r?ofes to Conseifidsls.d Fl&#rroleil ,frclcwents {uncutlitetl}.
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&YOR.O CINA TNC"
CONSOLIDAT]II] $ALANCX SXI&TS {xmaudited)
,{t June 3S, 2t}13 and Seeernb*r 3tr, I0l?

{xi/ll*cs *f dotla's)
.[une 3{},

:{}! 3
Secemher 3l"

2{}1 2

Ass*ts
Clurent assets:

Shor{-term inv*stments d1,bre 87

Accounts rece ivai:ie (net of allowanr:e 1br doubtful at*ouilrs-, $22; 2{}12 - $?3) f(ole 6;
$ue froiN related parlies /?fsre l-l]
Prepnid psn$ion contrihutions {Nnte 9}

Itegulatcry assets

lr.{aterials and suppiies
Defen"cej ixcome tax asssts
fit}ler eurrent assets

962

:$7
8{]

4r$

24

IE

)4

'is5

845

t54

2q
23

18

::
i,l5q l,:85

Frope$y, plant axd equipment:
Property" plant and equipment in seruice
L*ss: aceumuiated depreciation

:3.048
8,lE 1

:2.65il
8,145

C*nstruetion in progress
l,{,$67
I,t 74

i5t

r4,505
1.055

t47F$turc use 1a*d" eomponcnts and spare$

15"q92 t5.7il7
Other long-tem as$ets:

tr{egulalury assets

lnta*gible as$*ts (net of a*cumulatrd,lmo$iuati$n - $258: 21112 - $30S)
Long-ternr invsstment {ldr:tes L ,{. l3;
Goodvrill
Dslerred debt costs
Derivative instruments {t/ore 8)

Del'erred income tax a$$et$

sthsr l0ns*term assets

3,{8:
3 ti)
:51
t -r3

?n

l4
l4
:

-1.{i98
267
:5t
l"l
l4
l9
i ,{"

2

3,938 3,8 t8
Total assets 2 r.2E$ 20.8 i 1

.See crccontpcrying nores /o Cr:nso/rdn/e d {tr i x a N t i a l Srolr/ilenrs l wyt *u cl it e d }.
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UY}NO ONE XNC-
CONSOLIDAT& n BA;,,&NCE Sli H&TS {umaudited) {eontinxed}
At June 30, 2&13 and llecember 31, 2S12

lmillious o/ d,tllur,. (.yt ppt 4uqlyl oJ.t&cresJ
,Iune 3S.

2{}!3
&*eellrher 3t"

2${ }
X,iahitities
Cumnt liabilities:

Eank ind.ebtedness (,Vore 81

A,cc*unts payable

Accrued liabilities rntlls l&)
Ilue tc) reiated pa$ies (l/crte.r 5" l3l
$bort-term notes payable O/r?rc"c 7. $l
Ac*rued inter*st
Ii"€g!1atory liabi lities

1&

il3
693

145

1r8

"t*
5S

60{l

I A(\

582

2i7

I-,ong-term elsht ravable within one ymr dNorm' Z ,{)

$5

40
60s

i,847 l,756

I-ong-term debt (inciudrs $764 measured ar fair value ; t0tr2 * $76q) {.&ore.c 7, {!l ?,8?4 7,E7q
Oth*r long-tcrm liabilities:

Pension benelit liability $trors pl

Fost-retirenrcnt and posl-ernployment henefit Iiabitrities Noa: $)

Ilcfurred income tax liabilities
Environmenta| liabilities {Nore I {}}

R"eguiatory liabilitiss
\ct rrnamortized debt prerniums
Assel retirrment o[riigctirrns
Lsnf,*terr:r aceountl; oavable and other liabilitie s

t(1{
1,4s4

1,04:
2X3

146

22

{3
17

t "5;5
i.rt16

944
2:T
t8r
:3
{5
:s

4.412 4.345
Ttltal iiabilities l4"lq3 l],q81

{lomriirgencle,s nffd co,:rurnff}?rcfff"r gbrrs /5. i d}

preferrsd shares (authr:rizecl: unliruited; issued; 12,920.000) 13,brg.r ll. lJ;

$bureh*lder's Xqxity
Cr:mmon shares (authorized: unlimitertr: lssued: 100"000) /.Nolrs l/. JJI
Retained earnings
Accumulated othsr cornurehensive loss

323 .llJ

3.31{.

3.4S8
(s)

3"3 r4
1.2{}?

{e)
Total slrareholder's esuitv 6.71] 6.5{]7
Tufxl liabilities. $referred shares nnd shareholder's equitv :1,289 20.8 r I

"!ee accr':lr:pnnuimg n*res b tansrslidated Finanrial Statr#lor?{.r {wn*udited1.
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&YOfi.0 CIN& lNC.
CONSOLII}ATE0 STATE&{trh{TS SF CHANGITS {N SHA}I&H&L!}&R'S &QU}YY {nxaxdited}
For tlre six rmonths ended.luue 3S, 2013 *xrl ?0I2

$iy l1rtnth.t enda,l ,lunt 3l), :tt I 3

{ra i I I ions of dnJlr:r.r )

Conrmar
Shnr*s

Retaine*
&ar*inr*

,{eeumulxted 0th*r
Comprehemsive

toss

in'*t*rl
Shayenrolder's

S{.!uitv
January 1,2013
)llet income
Other canrprehens:ive iucome
Dividends on pre ferrcd sharc$
Diviclends 0n cornmqln sflares

3"31,{ t,202
425

{s} 6.ss7
425

{e}
{}50)

{9}
( 150,|

June 30, lt)l3 3,1 r4 1.468 (s) (t,713

5l"r imonr&.r endetl Lune J{J, JSl2
/nril/iors a{ dotI*r,s}

C$rnrlron
Sh*res

S.etain*d
&ar$inss

"&eewrntmlxted 
()ther

e *rrtn:rehe:lsive
|-tr*s

T'*t*!
$itxreholder's

0sulty
January l" 201:
l'Jst ineon:e
Sth*r eermprehensive income
Divldends 0r prefcrre{t shiires
Dividends 0n coinmo$ share$

1,1 t4 2,827
l7s

( l0) 5.r31
l?9

(s)

{3e2)
{s}

t302)
.[une 30. ?{}12 1 l ld ) Rq{ { 10} [r" i 9S

"l*e rrccrrmrpanvlmg,rorcs ro forso/ldcfrtj Fitan*d Strstetnents {un*utlitedl
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HYI}RO ONE XII{C.

CONSOI"{DAT&} ST,{TXMENTI$ OF CAS$ S'I,SWS {unaud*ed}
S'or ttre thres axd six mnnths ended June 3{}. [t]13 nnd 2{}{2

(millions of'drsll*t s)

'f'hree xr**ths ended

"$une 30
?{}13 ?{,}i?

Six momths ended
,)ume 3&

*tlt3 ?&12
Operaling activities
Nel ineome
Ilnvironmental expenditures
A{fustments for nun-cash items:

llepreciation and amortization (exclurting removai costs)
Regulatary asset arrl liability accounrs
De{br-red inco$re taxes
Asset retiremcnt airligations
Othen

1,lS

I
{}}

286
l0

5

{2)
l

27q
15

168

{3i
iss

(4)
4:s

(7)
l7q

{7}

Changes in xon-cash halanues related to operatioils Note l4)

142

;3
I

(2)

I

3

{l)
{$4) {261) (2 r:)

Net *ash frorn aetivities 133 :17 ,{75 454

Finaneing activities
l.ong*lerm debt issued

Shorl-l*rm notes payable
llividenrts paid
Changc in bank indebtedness
0ther

44

{t0)
{ is}

{30)
(q)
2

118

{i 5$)
(l E)

(31r)

{ 16}

I

't?5 725

Ne* cash frsrn {used in} financing a*tivities {l) 38E {5 ?) .199

{nvesting *ctivit{es
Capital expenditures

Property, plant and equipm*nt
lntangible asscts

ilthqr

(3r7)

{34}
I {.}

{311)
{lq)

q

tssT)
{6,4)

lCI

(627)

{40}
;1

Net eash used in investlns aetivities {34r) (14r) {6} I ) (5s6)

&iet rhange i:r cash and eash equivaients
Cash and cash equivalents" besin$ins of$eri$d

264
t6t

{ t9s)
195

l9l
228

{E}
s

Cash and cash equivalenls. end of neriod 4:s 425

Sec acrawpanyvrg note"r tr; dansalid*ted Fin*yzcia!.t rrr$?entr!" fuwwditcd).

)1) hydrm, -..r-..



ffiYD&O ONg INC,
I{$TKS T{} COI{SOLIAAT&S FINANCIAX, STATEMENTS {unaxdt{et{}
Sor the three nnd six months ended JNne 3&" 2f113 und 2{}I2

r" :}&sc&jPTt0N CIF T$& susrNKss

Hydro One lnt" (Hydro Oue nr thc Company) was inccrporated c* Dccernber 1" lSqE" unden the Effsme^cs Corporntlon"l lcr
{Oxtario} ;lnd is wholly nwned by the Province of Ontario iProvinee). The prineipal busin*sses of t{ydro f,}ne are the
transrnission and eiistnbution of electricity to eustomer* within Ontario. Ttr-le *leetricity rate$ of,these trusinesses are regulated
hy th* Ontario trnergy NSoarcI (OEl)).

The demand {br electricity gen*rally follows normal weather-related yariations, anci theref'ore the Company's energy*rc}atcd
reve$ues, all sther things being equal, wili tend to be high*r in the first and lhirci quart*rs tlran in the sqc{}n{i ancl {burth
quarter$.

2. SIGNIF}CA]qT ACCOUXT{NGI}OLTCM$

Srsri r/Ccruso#darfrrc

These unaudited inl*rim Cons*lidated Finaneial Statem$nts inelurte the acccunts of lhe Company and its wh*lly-owned
subsidiaries; I-Iydro One FJctweirks lnc. (tiydro One Networks). i{ydr* One &.emote C$mmunities lnc" ({{ydro One i{.emote
Communities), Hydro One Brarnpton |'lotworks Inc. (Hydro One Erarnpton h,letworks), I{ydro One Teleeum }ne ., Hyelro On*
Lake Erie Link Managemeut Inc"" and l:{ydro One Lake Erie Link Company Ine .

lntrercompany transactitns and balances have been eliniinated.

,&rxsril n;f, r*ormfimg

These unaudited interirn Consolidatsd Finaneiai Statement$ are prepared antt pr*sented in a*eqrdaxee w{th lJnited S:ates
{US) generaiiy aueepted accounting principles iGA,qp) anel ix Canadian dollars. These un*uc{ited interinr Consolidatred
Financial $taternents d$ not ccntain all disclosures required hy US GAAI) &rr annuaj audited c*nsoiidatee.l finan*:ial
statemenls. &ccordingly, they sliould be read in conjunetion with the Company's annual Consolidatect Financial Slalernsnts
au at, and for the year ended neeemtrer 31.2012. {n pamieuiar, th* Conrpany's signi{icanl aeeo*nting policies" presentec} as
hiate 2 tc the an*uai Consolidated Financial Statements, havo been appli*d cr:nsistently in the preparati$n of these unaudited
interinr Consolidated Fitaucial Statements. In the opini*n ol'managernent, these unauclited intsrim Cons*lidated Finane ial
$tatements inulude all adiustrnents that are neces$iiry tei fairly state the finimcial position and resuhs of operations ulHydro
One as at, and firr lhe three and six:xorths ended.|une 30,2{}13. Financial results for the inlerim periods;lre &ot necessarily
indicative ol re sulls lhatr rNay be expected lur any other interim perir:uls *r lor lhe year ending l]ee ember 3 I . 20 1 3 

"

}-lydro One perfon:reel an evaluation of subsequent evf;nts thrr:ugh to August 9, 2illl, {he date lhese unar:tjitcd interim
Consolidated Finanqial Statements were issucd, to de{ermine whether any cvents or transactiofis rval:anied r**ngnilion anel
diselosure in these r.rnaudited interim Consoliclated Financial Statements" No such cve&ts c}r transactions were ie{cntificd.

&afe $efffrg

in lv{ay ?012, Hydra One }d*tworks filec{ a cost-of:servicc application with the OHB fur 20[3 transn:issiun rates, se*king
approval &;r 2013 revenue requirement of $1,465 million" {n D*eernber 20 12, the OEB approv*d a revenue reqr:irement *f
$1,438 million. The reduced approved revenue requirement included reductions t* prop*s*el operation, rnaintenanee and
administration oo$ts, anel capital cxpenditures.

ln June 2017, ilydro One Networks filed an lncentiv* &.eguXatior Met:hanism (II{.&4) appXicatiur-r urith rhc 0€B Jbr 20ll
distribulion rates" lo be ef&etive January 1.2013. ln Desember20 12, the 0!lI* apprcved an incre;rse clappr<.rxin"rar*Iy [.3%
to distributior'] rate $ for 20 I 3.

ln August 2012, Hydro One Brampton lletwarks filed an I&M application with lhe *11$ for 2013 distribu{ion raies. {n bc
efi'eetive January l,2013. In Decernber20ll, the 0!,I3 approved an increase of apprr:ximxtely 0.3% to riisrriburi*n rates fi:r
201 3.

2I &[
NVflTCI/
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HYDRO ONm $'{e"
F{(}T&S TO CO|{SOLIBATE$ FINANCYAI" STATEMANTS {unauditeet} {enn{imuer*)
$*r the three and six months e:lded June 30, 2013 and ?$t?

in Sept*mber2012, F{ydro One.R"emote Commu*ities filed a e*st-*f-seruice application rvith the 00$ tbr20i3 elistrib*tion
rates, sceking approval {br 2011 revenue requirexrent of $51 million. In June 2t}13, the 0{rB appraveeJ a r*venur requiremenr
r:f $5 1 rnillian. Thc) rcduecd approv*d !"cv$nun requirerncnt inciuetred red*ctions to proposed operation, maintenanee and
adr.r"rinistratior co$ts, depreeiation and arrE:rlizatinn costs, ancl $naneing eharges.

l) rpre ctati* w srrd .4 rlrordcdlfr$r*

The Company peritdically initiat*s at: extemal independent rsvielir o1'the usefil lives of it$ prop*fiy, plant and eq*ip:nenr
and intangible nsscts, as required by the O[&. .Any chang*s arislag irom S1]B appr*val are implemented oc a remairring
servic* lifb basis, consistent with their inclusicln in the Cornpacy's revenue requirem*nt and resulting eleetricity rates. "X'he

lasr CIHl}-approvod rcvi*w resulted in changes to the usrfui lives cf the Ccrnpany's transrnission and eommon assets anel was
efl'eetive "Ianuaty 1":tli3. These ehanges resulted in a decrease in the Company'x elepreciati*n and amortiriltion expense eil'
approxiinately $6 rnillion anei $t3 millir:n fi:r the three and six rnonths endeej June 30,:01"]" re$pssrively, with a
cr:rresponeiing reduction ix the Company's rc\ cnue requireme nl. &ceordingly. thes* changes had nn impact *n thq
eompany's result* *f operations"

3, NEWACCOUNT'}NGIIR.O]\OUNCTMPNTS

#eeerufly,,l derpfed '4 rc*uredng Froneirymcememfs

In tr]ecemb*r:011, the Financial Arcounting Stanri:rrds Eoard {!ASE} issued Accounting Staneiards Update {ASU):0ll-:}.
Ealiuce Sheet (Topic 2iCI): Oisclosures about Olfsetling Assrts and l-iahilities. This A$Lr requires an entity to cliseicse i:o{h
gross and net infennation abt:u{ financial instrumetrts and transaeti*ns ellgi}:l* for sffset on {he C{;nsolirlated Eaiance Sheets
as well as finaneial in$trumcntl; and transactions exeeuted under a master netting or sirnilar arrangemcnt. The ASU was
issued to enablc use::s of llnanciai statofients tc *ndersland the eflf*ctil or potentlal *tTc$ts of those arrengement$ on an
entity's finaneial position. This ASU wa* req*ired lo L:e applieei retrospective ly and was r,'fi'eetjve fcr fiscal years, ancl intcrinr
periods within those years, beginning on or after January l, :013. "I'he aeioptia1n of thi$ .{StJ did not have a significant irnp*et
on the Cor:npany's inLrrirn ConsolidaLeel Financial $latements"

In F*bruary 2013, ths FA$B issued ASU 2013-02. Comprehensive Ineome (Topie 22{l): Reporting of Amol6ts R.ee};lssified
Out tlf .Ac*umulated Other Compreheasive {neome. This A$U nequires {in entity to provieie in{omration ab*ut tire amount$
rectrassifiecl out oll accurnulated cther comprehensive income by eomponeut. in additicn. a* **tity is required to prsssnt.
eilher on the {ilce r:f the statement whers fiet income is pr*sented eir in tire &otes" sig&ifieanl amol1&a$ reclassifi*d out of
accurnulnted other eornprehensive incomc by the respective line items of nct ineome" but only if the am*rxnt reelassified is
required under l-JS C,{AI] to br: reclassifiod tr: aei income in its entirety in the san"re repofiing peri*d" F*r other amounts thai
itrs n$t required under US GAAF to lre reclassificcl in thcir errtircty to n*t ineonre, ao ent;ry1s required ro cross-r*{trenee {o
other disclosur*s req*ired under US GAAI] that pr*vide additiorai detail about thos* amounts" Thls ASU raras requireei to be
applied prosp*ctively axd rvas efiective for {jseal years, and interiyn periods rvithin thq:se years, beginning a{ler $cceln$sr i5"
2CI1?. the adoption of this ASU di{:l nol havs a signilicant imp*cl *n the L-"*mpany's interim Consniiciarecl i;inancisl
Statemenls.

4. S{"]$INXSSACQUTSXT}ON

It'o$f* Fower Furckese lgreemexf

On April 2, 20 13, Hydro One reac|red an agr*emont with Nonlolk C*ungr to acquire lt)0$;i, of the contmon shares 6f l{odirtk
Fower nne. (Norfi:tk Power), all *lectriciry distrihution and telscofil company in s*uthwestenr Sntario. The aequisition is
pending regulatory appri"rval irom the OEB. The purchase price {br No$cllk Psu,*r witrl be approximatcly $t3 millicn, sulrjeet to
final closing arljustrnents. The transaction is anticipilted to be eompleted tr*fnre Ilecember 31. ?0i3. {n anticipatian of the
FJorl*lk Fower acquisition, the C*mpany mad* :r deposil totalling $5 miili*n, which was rergrdecl in *ther ffuirent ass*ts on ths
interim Consoiidated tsalance Sheet at June 30, 2013.

22 hvr$rm, lt
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HYI}RO CIN& INC"
hIOTES TCI C&NSOLIIIAT&D F'X]\ANCXAL $TATC&{KNTS {unauclited} (*ontinued}
For the three amd six rnnnths ended Juxre 30" 2013 and 2{}12

S" PRCIVIS}CIN $'O{T }AYMENTS:N LIXU *S CT}R}{}RATA TNCOE/TM T'&Xfr$

The currcnt provisian for payrnents in lieu of corptiratc income taxcs {PILs) is ren:itteti to, or ree*iveel from, t['le Oniario
Hlectricity Financiai Ccrporation (CEF'C). At June 3t),2013, $2S million clue lrom the OEFC was inciuded i:r due &cnr
related pxlies on the interim Consolidated Balanee Shec: {December 31,2012 $10 millisn included in dl:e t,; related
parties)" The tutal provision fclr PILs includen deferr*cl income taxes that ilre not expected to be r*c*vened fiom ratepay*r$.
using thc liability nlethod s{i accocnting. Deferreel FII-s balanees expc*ted to be resovereil futlm ratepayers rssul{ in
regulatory ass*ts and liabilities to reflest the anti*ipated reeavery r:r disp*sitiern of ttrrese baJanees within fut*rr electnc-ity
rates.

For the six manlhs *nded .lune 30, 201-1, the Company's cver;ril effective tax rate of 4"77% diffbred frorx tlre enacted
statutoly rate of 26.5i)% prirnarily due to the temporary differences expected tr: bn recover*d fri:m ratepay*rs, such as e;*pit*l
eosl allowance in excess of deprcciation, deduetions {or pensiun pa}irnent$ maele in excess of, &$"ux.xl{s *Npensr:d for
acu*unting puryose$. ard intcrest d*ducted {i:r tax purposes in excess of interest expensecl lor ar*cun{ing pur}"xl$*s.

&" ACC&UI{TS}I.ECITVAELH

{rtillr.*ms aJ da I I ar s }
"|x** 3{},

3{}n3

&ecember 31,
3{}X?

Aceounts rscsivatrle - bitrled
Acesunts receivable * unbiiled

411

571

::4
644

Acc*unts r*ceivahie, gross

Allowance {br dr:ubtfti ilcq;ounts
984

{22}
s68
{:3 i

Aceounts reeeivahle, ret 96: 845

The follolving table shows the movsments in tnre allorvance firr dclubtftil &feounts 1'or the six months endcd Jun* 30. 2013 and
lhe year ended Decembqr 3 | . 2tl 12.

.lrr rmonr&,r ende$ Luzte -l$, 201-1 {milli*us af dallsr:r)

Ailowxne e {or doubtful i}e counts - January I , 2013
Write-n{fs
Additions

(23 )

tCI

{q)
Allowance fur doubtful aceounts - "lune 30. 20i3

Ye*r enderl llecember 3i, 2$12 (willions ofdoll*rsj
,{llorvanee for doubtfu! aceounts - January 1, 201?
Write*offs
Atlditillns

{18)
1?

{22 }

Alleiwancc for do*btful accclunts Ilecember 3l :012 {?3)

7, }S$T'A}IA CRSNTT ASRIEMXNTS

Short-Terrn Nntes

Fiydro *te mseas its short-t*nn tiquidiry requirements in part througi: the issuanec of cqrmmercial paper under its
Comrnereial Paper Program which has a maximum authorired anrilunt cf $i,{X}0 millicn. These shor"t-torm notc$ are
denominatecl in Canadian dollars with varying maturiti*s nat ex{reeding 365 *iays" i'{yclr* On* had $118 million in
comrrereiai paper borrowings outstaniling;is at June 30, 2{}13 {Desember 31. 2{}12 * $nil).

The Commereial Paper Frogram is supported by a totatr sf $i,750 million in liquieliry, faeilities eomprised of a $].SCI{l :nilliein
eomruitted revolving standby eredit facility and a long-tcrm investmen{ ir Provinee ol Ontario Ftroating-Kate Notes witlr a

notional valLre of $250 million at Jur* 30, :tll 3 {S*ur:mber "1 1. ?{} l2 - $250 n'riliiern).
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HYDRT} O]:{E I]\C"
NOTES TO C&N$OLXD&T'HI) STIXANCIAL STATK&{I{NTS (*naudited) (eontinu*d}
For the three and six months ended June 3{}" 20tr3 ane* 2&12

Lcng*T'errr Sebt

The Company issues neites for iong-texn {rnaneing under its Mediura-Ternr Note (MlXi Pr*gram. The maximun: authorired
principal amountof n${es issuabieunderthis pr$gram is $3,0{X) miliion. dtJune 10.2011, $1.5 l5 millinn r*main*davailahle
for issuance until Septer*ber 2E 13.

The fcrllswir"lg table prese$ts the outstanding long-term debt at "trune 30, 201 I and Dee ember 3 l , 20 { 2:

{tvti I I ions of- dti I *rs }
.Ixne 3&,

2813
&ecernler 3I,

2r"|I:
Notes and dcbenhrres
Add: U&realkeel marked-to-market iossl

s,460
t4

{600)

8"460
!s

asCI0'!{-ess: Lexs-term deht navatrlle witirin One Ye&r
LonE-terryl debt 1.874 7.87S
l 

The unrcalizeri markcr{-t*-nrarket loss relatcs to $500 milli:x ofthc Seri*s lg norcs duc 101,{.;ind $25{} rrillion ol'the Srries 21 nores duc 2015. Thc

{loatilg intcresl.ratc s$,'ap &grcel:-lru!$. wliich are accountcd trlr as {'air value h*dgcs.

The loug-term elebr is un$ec$red and d*ncminated in Canadian do{lars. The long-term cl*bt is sumn:}ariznd by :he r:umb*r of
years to maturiqr in Not* I - !'nir Value sf Financi*rl trnstruments and R.isk Mauagement"

Credit Agreements

}{ydrc On* has a $1,5$0 nrillion can:mitted and unusecl revolvi:rg srandby erer.lir flaci}ity with a syndicare o{'banks, n:aturing
i:: Junc 2018. If usecl. interest cn the facility woulei apply bas*d ein Cauadian bsnehmark ratss. This er*dit faciiity $upports
thc Company's Commercial Faper Program.

Tlr* Company mrly tlse ahe uredit fucitiry tr:r general cory$rate purpo$es. ine luding meeting sho$-tenx funding r*quirernents.
The obligation of each lender to make any credit extension ln th* Company uneler its eredit facility is sl,lirject to vari*us
conditions includirrg, arnsng other things, tl'lat no event of default has o*eured, gr lvoulel resuit irom, sueh ere6it sxtcnsion.

s" FAIII v,ti-uti otr F:NA]iclAL il\{sTnu&,IxNTs ANI] &.]SK &{ANACE]}{rh'T'

Sair value is consirJered to i:e the exchange price in an orderly transaeti*n l:*tween rnarket participants tqr s*[] an asset or
transf"er a triabitity a{ the measurernent dafe. The fair value definition lccuses on an cxir pricc. whieh is rh* price rhat rvould be
recelved in the sale *f an *sset or the amoun{ that wetuld be paid ro transfer a liabili6,.

i{ydrc] Sne ciassifies its firir value measuremufits based on the fot}*wing hierarehy" as prescriber{ by t}re accounting guie}unee
{'trr {air value, which prioritizes the inputs to valuaticn techr:iques $$od t$ mea$urs fair value into {hree Nevels:

Level 1 inputs are unaeljusted qltotsd pric*s in aetivs merkets for ietenticai asscts on liabitriti*s that F{ydro Oue has the abilily
to accsss. An aetive n"rarke{ for ttrre a$sel or liahility is qlne in whieh transactions {*r t}:re asset or }iability **cur wirh su}ficieut
fiequrncy and volume to provide ongoing pricing inforrnation.

Levei 2 inputs ar* thuse other than quoted market prices that are observalrie" either eiirectly or indirectly, fur un asset cr
liability. Lcvel 2 inputs inrludc. but are not limited tc, quoted priees lor sirnilar assets or liairilities in an active n1arkst,
qu*ted prices for ielentieal clr similar assets or triabilities iil marke{s t}rat are nr:{ aclive" xrrd inpLlts nther than quoted nrarket
prices that are observable fi:r the as$et or liabiliry,, such as interest rato eurucs and yieid ourvo$ obsepyahle at eomrnoniy
quoted intervals, volatitrities, creriil risk and detauh rates. A Level 2 msasurement ean&oa h*ve more than an inoignifican{
portinn olthe valuution baseci on unobservable inpuis.

L*vel 3 inputs are any tair valup rneasxrer$*nts that incl*de qnobssrvabtre inpu* for the asscx or liabiliq, l'or morr than an
insignificant por"tinn of the vaiuation. A, Level 3 measur*rnent nlay l:e bas*d prin":arily on l-cvel 2 inputs.

24 !l
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KYSRT} CINT INC.
NCITX,S TO CONSOI"IIIATEB pNAl\C{A}- STATEI\'{&NTS {umaudited) {eontimue*l}
F'nr the thnee axd six xrcnths ended June 3{}. 2{}13 and 2{}Ii

l{oN-l}eriyatlve Finan*ial Assets Nnd tr iatrilities

A"I June 30, 7013 and l)eccmber 3l . 2{}tr2" the Company"s carrying amounts of acrclunt$ rece ivable. amounts due from rciat*d
parties, sl"lot't*t*rm investments, bank indebtedrress. short-ter"m notes payahle" aocounts payable, accrncd iiabiliti*s, anrl
ffmounts due lo related pa*ies are representative of lairvalue because of the siro*-tenn nature of these instruments.

I"air Value S{easurexxents *f Long*?erm $eb*'

The fair vah"rss and carrying values $lthe Company's long-tern"r debl at Juns 10" 2{}13 ane{ Decqmber 31" :tl t? are as [o1]olvs:

Jume 3{}. ?0{3 Seeemtrrer "1{, 2*t2

{mit{ions o{dollars}
Carrying

Vxlue
F"ain

Vmlue
Car:ying

V*lue
F sir

Value
Loxg-tem debt

$500 million of MTN S*ries lg noresr
$?50 milli*n of &.{]X Series 2l nqrtss:

Other notes and dehelturesr

509
:55

1"71CI

50E

:5.1

s,&6 r

5l:
257

7.71t)

5[2
251

9,18S
8.47,1 9",+25 8"479 9.957

I

a change in lh* yieid in thr srvap marker irr ths relared swap {hedged risk}.

a change in th* yield in the swap rn*rker t'trr tlre relared srvap (hedged risk).

rcp(cscilts thc markcl value o1'thc n*lrs and debc*tlres anri is bascd on unarljust*d perind-enrJ rarkcl prices f*r thc samc or sturilar d*irt oftlre samc
rcmai:tns maturilies.

Fair Valu* Measurexrents of &erivative lnsfruxrents

,4t "Iun* 30,2{)13, the Company had interest-rafe swaps totalling $750 ffillion ilJeuember 31" 2012 * $7S0 milli*n) that werc
us0d to convelt fixed*rats debt t* floating-rate eirbt. Thesc $weps are classified as fair value heeigos. The Company's f;rir
value hcdge cxpo$ur* was squal to *bout g% {lleeember 31" 2{} i2 - ?%} eif its rotal long-terc debl o{'$g"474 million
{tr}ecemberSl, :0l2 - $S.479 million}. ,4t.}une 30" 2CI13, the Ccmpany had rhe fuliowiug intcre$t*r&t0 swaps designateel as
fair value h*dgen;

{a) trvo $25S milljun fixed-to-floating int*rest-rate swap agreemena$ to convsrt $50S million cf the $750 nri}}i6n &.{"}'N
Series l9 notss rnaturing l{oventber }9.20i4 into three-month variabl* rate debt: and

{b} trvo $125 million fixssl-to-floating interest-rat* $wap agreeme$ts to converr $25{1 mil}ion of the $50* millicln MTN
$er:ies 2l notes matr.lring September 1 l, 20 l5 int* thrqe-month variable rats iiebt.

At June 3CI, :013, tl.re Company alsu hatl in{erest-rote swap$ with a t*ta} noti*nal va{ue nf $S00 mil}ion (D*eemher j }, :01: -
$9*0 miltrii:n) elassified as undesignatee'l contracfs. The und*signateet eontraets consist *f the lbllou,i*g int*resr*rate swapsl

{c} fiva $250 million f'}oating-to-fixed interesl-rate $wep esreer$ents that ieick rn the floating rats the Company pay$ on 3
portion of the aboli: fixed-t*-floating interesl-rete $wap$ fr*m Dececrber l l,l0 12 to Llecember il.20[j. a:.rd ]rom
February 1S,2Ul3 tr: February I9, ?014;

{eli a $50 million {luating-to-fixcd int*rest*rete swap agreomont t}rat iocks in llre floaiing rate t}re Company pays *n the
$50 million floacing-rate MTll Seriss 2? notes fronr January 24" :{i I 3 tc .lanuary 24, 201,*; ancl

{e) a $50 million floaling-to-{ixed interesl-r&te $wap egreement rhat iocks in the floating rate the C*nrpany p;lys *n th*
$50 miilion floxling*rate MTN Series 27 not*s from Marsh 4.20:3 tl: Deceillher 3. :CI13.

)5 ltlilvffirffi. i
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UYNRO SNE INC.
I'{OTES T{} C$NS*[,:I]ATX] tsII{ANCIAI, STATE&{ENYS {u**udited) (eerntinued}

$"or the tbr*e and six months emded "Iune 3{}. 3013 and 2SX2

Fair Vnlue }trierarehy

The fair value hierarchy of financial ass*ts and llabilitics at June 30, 20 | 3 and Deeember 3l , 20 l? was as {b}trow*:

Jruire J0 2{} I 3 {millir;ns a}'d*{lars}
Carnying

llalue
Fair

Value I-evetr 3 I-evel 2 {-evcl 3
As;ets:

Long-term investment
Oerivative instrurylents

251 25t 25t

l'air r uluc hcdges ,nleresl-rate SWAPS 14 ;4 14

:6s 265 265

Liabilitie*:
Eank inriebledness
Short-term n*tr:s payabtre

l-oxg-teru deb:

24
118

8,474

:4
118

q 4)5

24
t1E

9,425
8.6 i5 s.567 :4 s,541

lletember' 3 l. 2{} I : {willians
Carrying

Value
.Fair

Valxe !-evctr 1 t,eve! 3 l,evc! 3

Assets:
Short-tenn investrnents
Lcng-terrn investment
*erivative insfi'uments

lq5
251

195

25t
195

251

l-air r alue hedges inlerei1-ril1c swi:p$ IE 19 is
465 465 4{r5

Liabilities:
Ea*k indebtedness
l-*ng-tenx rtreht

42
8,479

4:
q,957

42

s,s57
8.52 t

q.89S 4.1 q,95 7

?'lie falr value uf the sho*-ternr investmen{s is defennined using inputs other than qunted priees t}rat are ohser,,ahle lcr thes*
assets. Tire fair va1*e is pnmarily based on the purchasc priee, the purch*s* yield. and th* maturi{. date .

The long-t*rm iurrestrnenl roB!-ssents the Preivinee of O*tario Fioating-R.ate }Jotes. The {air vatrue of the long-tenn investment
is deter:nined using inputs r:ther than quoted prices that are *bservable filr the asset, with unrecognirectr gains or lersses
recognized in fin*n*ing eharge s" The Company *btai:ls {luotes &oru an i:ldcpenr.lent lhird p;rrly lirr the tair: value o{ the long-
tetm investnrent" who uses the market price rf simiiar seeurities adjusted for changes in cbseryah{e inputs *r-rch *s malurity
dates and irlter€st ratcs.

The fair value of ths derivative instruments is Eletermineel using inputs othcr than quotcd pri*es that are observal":rlo fur thes*
assels. The f,air value is primarily based on the present value of future cash {1ows using a swap yiek'l er"lrr,e t* i.}eternin* the
assr"lmptierns flor interest rat*s.

The tair value of short-tenn notes payi hle is determined using inputs other than qucted priees that sre obsen,abt* {'or these
liabilities" The fuir vah.re is primarily based r"rn th* issue pricc, ttrrc issue yi*ld. anel the maiurity dale.

The lair value of the heelged pcrtion cf the long-t*rm debt is primarily baser] on the present value o{ future eash {1*ws using a

swap yield eurve to determine lhe xssurnption f,{:r inter*sl rates. The &ir value of the unhedged;rorti*n *f the long-terrn debt
is based cn unadjusted period-end market prices for the same or similar rlebt cl'the same ren:aining marurrtics.

There werc no signi{icant trans&rs i:ctween any o{'the fair value l*vels during t}"re six rnonths cneiedJure 3t}. ?0tr3" or the
year ended D*cerntrer 31, :0 t:.

)A lrnvorc
I
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mYnx.$ oNE INe"
NCITfS T0 CONSOI,IIATXD F{}IANCIA}- STATEMENTS {unauditee}} (cm:rfinxed}
Sor the three snd six months euded June 3&,2{}13 nnd 2&X2

&isk $ttanagement

Exposurr to markel risk, cr*clit risk and tiquidity risk arises in lhr normal eourse *lthe Cornpany's business

.{flpr*er &is&

Market risk refers primarily to tlrc risk ol'loss that results from ehang*s in commudity prices. foreign excirange rates and
interest rates. Thr: Cornpany does nct have eom:nodity risk. The Coiapany cioes hav* {breign exrhangs risk as it enters inro
ngreemsnts to purchas* mat*rials and equipment assoeiated rvith capital program$ and projects thet aro settlecl ln loreign
curreneies. This foreign exchange risk is not material. The Cornpany could in the future riecide to issue for*ign crln:enoy-
sJenominated debt ivhiclr would be hedgecl back to Canadian dollars cE:nsistent rvith its risk management poiiey" Flyrlrr Oxe is
exposed to fluctuations in interest rates as the regulated rate of r*turn for the C*rrnpany's transmissiqn and slislritlution
businesses is dcriveri using a lormulaic approach thal is baseel on tile fr:recast for long-term Govemrnent of Canacla hcnq{
yields *nd the spread in 30-year ",A':rated Canadian utility bonds over th* 30-year bcnchmark Govemmenf otr'Canada houd
yield. The Cnmpany estimate s that a I70 decreas* in ths frireeasteel long-telr Govemment sl Ca:rada bonrt yield or the "'A':
ratsd Canadian utility spread used in eietermining the Cornpany's ra{.e r:f relum w$&ld retluce the annual results *f op*rationx
of the Transmission Business by approxirnately $19 million (20 l2 - $18 milliCIn) and the annual resulis tlleiperati*ns of tho
Dislribution Eusiness by approximately $ 1 0 million {20 I ? - $ l0 miili*n}.

Tire Compar:y u$es a coml:inatioll of fixed anei r.ariahle*::ate debt to mana&e tlie mix cf its deht poftfctio. The C*mpnny also
uses derivative finaneial instrumonts to manage in{eresl*rate risk. The Company utilires intcr*st-rate sl&.aps, lvhich ar*
$pically d*signated as flrir value heeiges, as a means to manage its int*rest rate exposure to achieve a lower eust oldebt. ]n
addition, the Company may ulilize inleresl-rate d*rivative instruments lo loek in interest rate lcvels in anticipation of {utxre
tinancing. l{ydri: One may also enter into *lerivatrive acrcements such as fonq,ard-starting pay fixed-inters$l*rate swsp
&greemqnt$ to hedge against the *ffect nf future intcrcst ratc movcmonts ein long*ternr {lxcd-rate borrox,in& requirements.
Such *rangemenls ar* typicaltry designared as cash flr:w h*riges. lds eash ilow heelge filirecntcnts wcre in existcnce a$ al
.lunc 30, 20 I 3 or December I 1 . 2S 12.

A lrypulhetical 1{}% incr*ase in the interest ratts assueiated with variahle-rate clebt would not have resulterl in a signifir:iln:
decrease in Hydro One's results l:f opcrations f*r the six monrhs ended Junr 3$,:*13.

f;$ir Va{we }fudges

f clr derivative {nstrurnents that ilre d*signated and qualify as {air value h*etges" the gain or ioss on th* derivative as well as
the *fftelting luss or gain un the hedged item attrihulable to the heilged riuk are r*eognized in the Cons*lirtrateql Statement$ sf
Operations and Ccrnprehens:ivr lncon.rc. The net unrealizecl ioss {gain} on xhe trrr:clged eiebr and the related int*resr rate swap*
for the three and six rtonths end*ti June 30, ?CI13 and 20 l2 are incluiied in finan*i*g cl,arges os follows:

{m l/l-jors */'d*lJci"s J

TIrree m&n{N}s em{trsd

*une 3{}

3S{3 2{}'t

Six rncntlrs ended
.lune 3&

?{}x3 ?r.l??

Unrealized (gain) loss cn hedged deLrt (si 2 {6) (7)
ljnre*iized ioss {gain ) on larr r aluc intercst-ratc s\^ aps 5 6 7
Net unrealized loss

At June 30, :0l3. Hydru On* trad 5750 million {December 3 t, 20 i: - $?50 millisn} ol nuti*nal i}rnounts of lair v*}u* hedges
outstanding related to interesl*rate swaps, with assets having a fair value of $14 millior: (Ileeembcr 31, :S12 - $19 rnillion).
fiuring the six rnonths ended June 30, 20 ll and 20 12, tirere was fio signifieant impact on ths results of operalions *s a result
of any inei'ltetivsness attribu{able to }"air value h*dges.

Credir *is&

Financial assets ereate a risk that a counterparty rviil fail to diseharge an obligation. eausing a finan*ial [r:ss" Ar June ]S,201i
and lleaernber l{, }01?. th*re wsre no signifieant eonceiltrations of eredit risk wlth respcet tl: any rlass of financiai assets.
Tlre Curnpany's revenu* is carn*d from a brcad base of'customers. As a resuh. l{ydro Sne did nor e;:nr a signifieenl amounf

27 6ydn*q ,i,..,.



x\an&O ONx rr\c.
I{OT&S T(} CO}{SOLII}AT&I} FINANC:Atr, STATEh{ENTS {umnudited} {eontimu*d}
$or the three nnd six m*nths ended June 30.2013 snd ?{}tr?

srf revenue fiom any singie customer. ,4tJune 30" 2013 and Decernber.ll,2t)12, thers was no significant accoL{nls receivable
balance due from any single cu$tomer. In addition, the C*mpany obtains letters of crsdit frr:rn *ertain custcrncrs alrd vendors
as securiry for their contracfual obligations. Thc Company eould draw on thes{ ietter$ of credit when deqnrcd necessary if
th*se parties kil ro mset their obligarions.

At June 3t], ?013, the Conrpany's allawar:ee fnr bad debts was $22 nrillion (Deeember 3l,ztlt? - $23 million!. Additions
and write-o{fl; rverq detsrmined on the basis of a rsview of overdu* acroullts, taking into considcratir:n historical experiene e .

At.Iuue 10,2013. appr*ximately 5% of *e Company's aecounts receivable were ag*d more thair 6t) dnys {tr}eeember 31"
2012 - 3%)"

l{ydro One manages its c*untetparty eredit ri*k through vsrious techniques including: entering irto transacrions with tligh}y-
rat*ei uountetpaxies; limiting total exposure levels with ildrvidual counteq:arties. eomsistent with the Celrnpany's Board-
*ppr*ved Credit X.isk Policy; entering int$ riraster *gresments whieh q:nable ne{ settlement and ths ccntractual right of offs*t;
and monitoring th* finaneial condition of cou$tcrpafiies. In adclition to payment netting languagc in master agrccntents, thc
Company establishes crsdit limits, margining thresholds and coll*tcral r*quirements for each eoxntgrp:i,ty. Counterparty
eredit limits are based nn an internal eredit review that eonsiders a variety of factors. including the results of a sccring moc{el,
levcrage. iiquidity" profitahility, r:redit ratings anil risk management capabilities^ The rietsnninati*x *f er*r{it r:xposure fstr a
pafiieul*r coutltefparty is l["re sum of currext expssure plus the poren{ia} fufirre exposur* wirh that r:ounteqlarty. The cul-r*nt
exposure is calculatsd as the sum of the principal value of m*ney n:arkst *xposure$ *nel tk* rnarket value of all eontract$ th&t
have a positive rxark-to-market position on the measurement date. Ttr:e Company would only tl{Iser th* positiv* marl*el
valu*s against negative values with the same c$nflter?ru'ty where pennitted lry the existence *f a legal n*tting ag::*cment sueh
as an Internatrional Swap ll*alers Associution ma$ter agr$errert. Thc pot*ntial filtr"rre exposur* reilre$ent:i a safety rnargin ter

prstect against future fluctuations trf i*t*rest rateri, currensi*s, *qui{ies" and commadities. }t is calculateel basecj on l'aclorb
develaped hy the Bank of lnternati*nal S*tllemerts, fcrllowing extensive historipal analysis ol" nandom *uct*ations ol interest
rates and currencies. To ttrre extent that a countsrpa:1y's margining thr*sholcls arr cxeeerled. thc counterparty is requir*e{ t*
pust collateral wrth the Company as specified in each agresment. Ttrlc Companv monitors current anel fclrward er*dit exposur*
to counterpefiies both on an indivielunl and au aggreg&l$ basis. The C*mpany's ererlit risk for accounts receivahl* is limit*cl
to the carrying arlorilrts on the Corsolidated &alanee Sh*els.

Derivative flnancial instzuruents result in *xposure to cr*dit risk sinee there is a risk r:f counterpar*r elefuult. Thc eredir
sxposure of derivative contr&cts" before sollateral, is r*presented by the {air value of uoxtracts at tllc rep{}rting date. At
June 30, 2{}i3, the couilteqlarty credit risk exposure on the f*ir val*c of t}res* interest-rate sw&p contract$ lvas $}6 million
{Decernber 31, 2012 - $)2 miilian}. Al .}une 3{}, :011, Hydro One's credit exposure for all derivative instruinents, anel relaled
payairles and receivables, had a *redit rating of investment grade, with three fina;eial inslitutions as lhe counterparties" Th*
credil exposure of each counlerpafiy accoxnted f"or mr:re than 10% o{ lhe total eredit exp*sure.

flirynfdf&, &ds&

l-iquidity risk refers to the Company's ability t$ nxset its financial obligations as they ccrne due" llydr* One meeas its sh*n-
lerm liquidity requirements using cash ancl cash equivalents *n hane]" lunds &om operating activil.ies, lh* issxance o{'
cornrnerc:ial paperl the revolving standby credit facility. and i:y hnldlng rovince rf Ontariil Floxting-Rate Notes. Th*
Cclmmercial Paper Frogranr is supported by a total of $1,750 million in liquicliry &eitrities eorxprised ola $1,5$0 rnillion
eommified revclving stanriby credit laciliry with a syndicale o1 banks matr.rring in "iur* 2U18 and the Frovincc of Ontariei
Floating*Rate lo{otes with a feir value of $251 million. The sho$-ternr liquidit.v uneler this progrelx and anticipated leveis o1'
funds flror:r operating activities should be sufTicienx to fund the Corxpany's normal {lperr}ting r*quircments.

Atr Jun* 30, 2013, a*count$ payable ard acoued iiabilities in thr ar:rount of $806 million ($eeember 31" 20i2 * $??2 million)
vrers expeetcd :o be s*ttled in cash at their carying amounts witirin thr nexf 12 mcnths.

At 'fune 30,2013, i{ydro One harl issued long-lerm elebt in the notiona] am$unt of'li8,460 miltio;l {})eemnt:er 31,:Sl2 *
$8,460 million). Frincipal outstanding. interest payments and relared weighteel a1/er&ge interest ratss ;lre surnmariaectr hy th*:
number of years to finaturi4r in the following table.

28 $rydnms .1",
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rm,sRo oN[ I]!{c"
NOTES TCI CONSCIL{DATE$ f }NANC{AL SYAT'&&{&NTS {unxudited} (confimued}
$'or tke three and six months ended "Iuue 3{}" 3S13 nmd 2{}1?

Yeer$ t0 Maturity
Primeipntr $utttxnding

om n ong-t*rm $ebt interest Pltyrnentsl
Weig&*ed Averxge

lnterest &.*tei
a{ $*ltut s} /ltlllll()nI

I
2 years

3 ycars

4 years

5 years

600
75{}

550

5$t]

600

205
379
356
3tl
32{.}

5"0
3.1

:.8
4.3

5":

6 * l0 years

{)ver 1 0 ycars

3,000
900

4,560

I,59t
t,4{}3

4.t38

4"i
3.6

5"6
46i)I 13:7 4.q

t

lnterest pal-menls and rv*ight*d average intcresl ratcs beyond I year exriud* thc irnpaet ofthc 55* rnilliol tloating-r*r* Scries 22 notes du* l$15 and the
$50 million iloating-rate Scriss 27 notes due 20 I 6.

Tils amounls disclos**i rcpr*senf amoufit$ *luc cvcr rhc pericd .h.rly i . :011 to l)ccember I I ^ l0l 3.

Fexsi*n Kenefits

?{}13 2{]12

$" PHNSION ANI} PT}ST-X.STIR&S{XNT AN} P&ST-&]}{rI,OYS,{g]VT &ENXP'TT"S

Hstirnated 2013 annual pension plan ernployer contributions $f 516{} million wer* paid during the firsl quar'ter of 28 t3, hasrd
on an actuerial valuati*n *ffective December 3l,20il and lhe exp*eted level uI'2013 pensionablc earnings, resulting in a
pr*paid pension contributions asset of SsO million at June s0. 201 3 {{}*eember 3 l " 

20 [2 - $nil].

The ftrllowing tables prnvide the cornponents oi the net periodic benefit costs {br the fhr*r an*j six months endcd .lune 30"
2ili3 anct2012;

I&ree mor#rs cnded-l#ne 3* twilfk)ils *f dollars )

Fqrst-&.etiremcm{ amd Post-
&mpl*ymraut &eneffts

2{}{3 
'{}1:Current $ervice co$t, net of emplnyee c*ntriirutions

Interest ctlsl
Expeeted roturn o$ plan assets net tlfexpensesl
Actuarial loss amr:rtizatitl:r
Prior sen itc co5t atnortizatioll

37
6S

{77}
44

24
t1

{721
2&

l

1{)

l6
7

t6

;
I

4
I

Net Feriadic Renefit Cnst 7l 52 3l :5

Chartcd to rcsults ot' cperationsl is lq t3 li

P*nsi** &enefits

?ll13 2St2

F*st-ltetireme:lt *md P**t-
Employment Bcnelils

2{l}3 ?$X}
Current serice fi{.}sl, net r:f empl*yee contributir:ns
lnt*r*st cust
Expect*d rf;ti;irn on plam assets net r:f expensesl
Acl*arial loss amofiizatir:n
Prior scrvicc cosl amonization

74
138

(:54)
88

48
i42

( 144)

56

:

,,)A

t:
l4
3:

:
2

I
:

Net Feriodi$ Eenefit Cost 146 104 62 50

Chargrd to r*sults of operations) 36 l7 :6 22

' The expcctrd long-term ratc ofrelurn on p*rrsion plan assets is 6-25%.

'Th* Co*pu,ry lbllows the cash hasis r:face*unting corlsistenl wirh the ilclusion olpension bcnofil cflsts il OEB-appr*vrd rat*s.

During thc threc ard six n"ionths cnded Jutc 10,2011. pension henefit costs of $39 million {201: - $40 millionl an*] $8il rnillior {2il1: - $7S million}"
r*spectively, wcr* attrtl:uted to labour. uf rvhich $18 miliion {20i2 * !il9 milliex} and $3$ nrillior {2Sll - $}r rnillion). r*speclvely" rvxs charg*ci to
operatinns. and $2 I n:ri11ion {201: - 52} millioni and $44 r*illinn t2012 - $41 rnilli*ni. rcspc*tivcly. was capitalir.ed es pa$ of rhe rost of propcfly" pl&!'rr
and equipment and iutalgible assets.

2S lnrrr-.ln^r{I\-d,\J



KY}RO ONA INC.
NOTES T$ C&NSOLI]ATED FI|'IA]{CIAL STATEM&NTS {unaudited} {eontinued}
For the threc and six Nxonths ended June 3S" 2&13 and 2CI12

IO. INVTR$NMXIXTAX- }-IASTLTTIES

The foll*wing table shcws th* movemcnts in environmsnta] lial:ilities tor the six months ended "iune 30, ?*i3 ancl the year
ended December I1 - 20 l2.

.$ix lrro*t&s extled "fuw J0, ;8/J {milli*xs */ drsllurt) PCE t.,4& TotaI
Ilnvirorunental liabilities, January t" ?{.}13

Interest accretion
Expenditures

ts?
4

(1) {6) {7)

24$52

5

Enyironmental liabllities. June 30" 2013
Less: current 0ol-ti01t

200
t)A\

+/
( 10)

241
(34)

i76 37 213

Year mded fiet*wher 3 ], )$ l2 {tnil{i*xs afdollarsl pc& [-AR. Tota}
Environmental liabilities. January 1, 20 1:
lnterest accretion
.Experdihres
Reyaluation adiustmcnt

lqq
s

(8)
(3)

58

:
{r0i

:

257

li
(lE)
{1}

Envirclxmental liabiiities. December 3 l. :012
Less; cu:renf Bcrtion

tq7
{ 131

5:
{e}

249

{22}
184 43 227

The lollErwing tables illustrate t]:re reconciliation between the u::dis*ounted hasis ol the *nvir*nmenta] liabilities ancj t}-le
fim{}unt recr:gnized on the Consolidated Ealance Sheets alier facteiring in tlie dise*unt rate:

"fttn* 3{}. X}{3 {rnillians af d*lt*rc} PCE I-AR Totnl
Undiscounted environrnental liabilities
l-ess : discountins aceun:ulated liabilities to $resent value

232

{ 321

48

{l)
2&0

{33)
lJiscountcd environmental liabilities 20{} 47 247

llecem&rrr" J1, 2{} l ) {wifliotr.r r$ do!l*rs) rc& L.&& Yt.l$al

U ndiscsunted envirr:nrnental liabi I ities :33
{36)

5,{.

(2)
:8?
(38)Less ; riisenunting aecur*ulated liabilities to present value

Eiseounteel environmental Iiabilitics 197 5? 24q
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The amouqls disciosertr represenl amounts fbr the periorl July i.2ti1,1 to Decemh*r31.2{}ll

,{t J*ne 3{}, 2013, ol the tot&l estimated future undiseounted e nvironmenta} expcnriitures, $232 mi}lir:n (December 3 1" 20 1: *
$233 rnilliun) relate to pclychlorinared biphenyi qPCB) and $4E million (Dr:cember 31.2SX: - $54 million) relate to {anc{
assessmenf and rsmediation {L.A}t). The estimat*d fut*re ervironmenta} expenditures rclated t* PCB and L.Ali arc expect*d
tc be incurred over the period ftonr 2{}13 to 2025, aNd lrorn 2011 to 20?0- resp*erively.
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HYSRfi Oirr{f fi]{C.
NCIT'&S T$ CONSOL{I}ATED F{I{AI\CIAt, STAT'&A,XEI\TS {xxa*rdited} {cnntinued}
For the three anrl six n:onths ended Junc 3{}.2013 nnd 2$tr2

Consistent with its accounting ptliey feir environmental costs, l:lydro Sne records a liability j'or thc cstim*ted mandarory
fulure cxpenditures associated with the r*mcvai and destruction ofl PCB-contarninat*d insulating oils a*d relat*d elcefiieal
*quipment and for the assessrnent and rcrneeiiatian qllehernically-e*ntaminated lairds"

There are rmcertainties in estirnating {uture environrnental eosts el$e to peitentia} external events such as chang*s in iegislation
or reglllations and advances in remediatior technok:gies. All faetors used in estin"lating the Cnrnpany's environmental
liabilities rsprosenl managomcnt's bes{ $$timates of tire present value o{'the cost r*quirerl t$ meet existing legislatron or
regulations" Howsver, it is reascnably possible that nurnbsrs or votumes of eontaminnterl assets, eost *st;matss to peritrnn
work, inflation ass&nlptions and the assumed p&ttern sf annual cash florvs rnay dif{kr signi{icantly fr*nr the Colnpany's
eurrent assurnptions" ln addition, with respect to the PCB envirsnmentai liabilily. tl':e *vailahility of eritical resources such as

skillertr labour and r*placement assets and the ability to take n:aintensnce outages in critical facilities may influence the
timixg of *xpenditures. Estimated er:vironmental liabilities are reviex'ed annually $r rnorc lrequently if signifieant ehanges in
regulation *r other relevant laetors oecur. Estimate ehanges arf; ficcsunted {or pr*spectively. T}re Cornpany records a
r*gulatr:ry asliet rellcctil'rg its expectation fhat firture environmentai *osts wili bc rccov*rabl* in rates.

in detcnnining the am*unts to tre reeordecl as environmental liabilitics, the Ccrnpany estimatcs the eurrent cost of cnrnpleting
required wurk and makes assumptions as to wken the future expenrtitures will aetunlly be incun'ed, ix order to generate futur*
cash flow infor:":ratiiln. A long-terx inflaiion assurnption o{ 2% has be*n uscd to express these eurrent crlst estim*tes as
estimatsd fufure expenditures."Future environmentai cxpenelitures have becn discoutted using facterrs ranging fr*rn 3.5?% to
6.25%" depcnding on the appropriats rate for the pericd when increases in the obligations were first reesrds{i.

ln September 2008, Envirrnment eanarla published its finai regulations goveming lhe inanagemefit, storage erntl disp*satr of
FCBs" These regulations were enacted und*:r lhe Ccmsdr*n liwviranwenfa{ Frotectiow lrr, 199S. These rugulations irnpose
tirmelines for disposal of PCI:ls bas*d on cerlain criteria, inclueiing type of equipment, in'use status anri PCl}-cont:rminaliou
thresholds. All FCBs in conrentrations of -500 paxs per million (ppm) ar more, exeept lbr speeili*d *quiprxeur, had to be
disposed of by the end of 2fi04, rvith the exc*ption of specificaiXy *xempted equipment. {Jncier the regularions, PCt}s in
equipment in soncentrations greater than 50 ppm and less than 500 ppm" or greatsr lhau 5{} pprn for pole-top tnarsfi::mers,
pole-top auxiliary elecrieal equipmeni and light hallasts must be disposed of [:y rhe end of 2t}25.

&ifanagenlenl judges that the Clompany currently has vsry few FCB-e*ntaminated asse:s in exoe$$ of 500 pprn. Assets to be
disposed of l:y ?025 primarily consist of pol*-mounted distritrution line transfurmers and light ballasts. Contamina:ed
distributicn and transrxission sta{iot"l equiprnent will generally hc replaced or v'ril} b* dcc$ntaminated by removing FC13-
contaminated insulating oil *nd retro {illing with repiaeement oil that contains PCHs in u*ncentrations of less lhan 2 ppm.

! I. SHARF- C,\PIT.\I-

flr*Jbrred S&urss

The Company has 12,9?0,000 issxed and outs$nding 5.5% cumr.rlative preferred shares witl-: a reelemplion valu* *f'$25 per
share or $323 rnilli*n lr:tal val*e. The Cornpany is authorized to issue an unlimiteel xumtrer *f prelerred shares.

Tlre Cornpany's pre{brred shares ars entitleii to an annua} eurmrlative riividend of $18 rnillion" or $1.175 per sl"rare. whic}r is
payable on a quarterly basis. The preferrcci shares ars not subject to mandaloly reder"nption {exeept on tiquielationi but are
redceinatrie in eertain cireumstnnees. The shares are redeernable at {he optiein of tl':e Provixee at the redemptiot": value, plus
any accrueel and unpaid dividends. if the Prcvince sells a number of tnre common shares whi*h it owns t{:} th* pahl;e such that
th* Province's holdings are redueed to less l.hiln 50% of the c*rn:non shares af, the Ccrxpany. !{yr{ro On* may elecl, lvithoxt
eondition, lo pay all or par-t of the redempticn priee hy issuiug *dditionaN com$lon shares to th* Provine*" {f the Provincc
does not exercise its redemption right, th* Courpany wsluld have the abiliry tei adjust th* clividenctl on the pr*fen'sd shar€s ro
prod*ce a yield lhat is CI.50% less lhan th* then-curent dividend rnarket yiekl lor sirmilarly rntecl pre{'erred shares. The
preferred shares e"l* llot carry voting rights, excepl in limited circumstancet. and would rank in priority over {}re earlr:lot}
shares upon I iquidal ion.

These prcfered sharts liavc conditions for their redemption that are oritsid* the control r:l tl"rc Company beeause the Fror incc
can excrciss its right tqr recleerR them in the event of chang* in *rvnership without approval of the Company's Board *li
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r*amx.CI ot\E rNC"
NCIT&S T$ CONSOLI&ATXD FINANCIAL STATEMENTS (unaudited) (co:atinued)

$*r fhe three xnd six months ended June 30.2{}13 and 2{}tr?

Directors. Because th* conrlitirnal reclernption leature is outside the canlrol ol the Cilrxpany, the preferred shares are
classilicd outside of Sharchokler's Equity ern the C$nsolidatcd Halance Sheets" h,{anagemer"lt believes that it is not probable
:hat the preferred sharcs will beccme rcdesmable. l'{o adjustrne*t io the carrying value of the preferred shar*s has been
rtcognized at Jr"ine 30, 2CI13 or Deeember 31,20 l:. If it bec*mss probable in the future that th* pr*{brred shares w"ill bs
redcemed, the redeinption value would be ad.iusted.

formmon S/reires

Tir* Company has 100,0{,}{} issued anc! outstanding common s!"lar*s. The Company is autharired ro issue an unlimit*el numbcr
tiltcommon shareg"

Common share ttividencls are declared at the sale discretian af the i-lydr* One [ioard s]f Dir*cl$rs, and are recornrn*nded by
fita&agem*n{ based on resu}ts of operaticns, maintenance ol ti-le deerned r*gulatory capital $trueture. finaneia} condrLions"
eash requirements. and *ther relevant fa(tors. such as industry practice anel sharqholder expectations"

Ccnrimgs per "$&llre

Earnings per share is calculated xs net income fi-rr the year" after curnulative prelerred diviilends, etivieled i:y tl-r* weighted
ayerago number *f, eommsn shares outstanding during the year.

I?. }{\rtnrNl}s

During the three rnonths ended.lune 30, :013. pre*"erred strrare dividcnris in the amolrnr t;f $5 millicx {20t: - $5 mil}ir:n} and
(onlmon sl"rare dividenels in the amount of'$25 millir:r: t20 l2 - $25 mitrlion) were dee lared.

Ouring lhe six months enderj.Iune 30,20l3, prefbned share etividends in the am$unt *f $Q millicn (20[2 $9 ltril]iox] and
tommon share dividends in the amount of $ I 50 million (2fl l: $302 millian) were declared.

X3. I{UT,ATED PARTY TITANSACTION$

f{ydro One is owned by the Frovinc*. The OEFC, {ndependent Elecu"i*ity Sy$r*m Operatcr (IE,SO), Sntario -Fower Authority
{OfA), Onlario Power Oeneration lnc. (OPC} and the SIB are related p*rties to ltydro Sne because they are controiied tlr
signifieantly influeneed hy the Frovince^

Hydro One reeeived revcnus for transnrission serviees {rom the IESO" has*d on OEB-approveel unili:rrm transffiissio* ratss.
Transmission rev*rues for the tlrrec arrd six morths eneied June 30" 2fill inelude $163 rnillion {?012 - $371 rnil}i*n} and
$73 1 millinn (2012 - $725 rnillir:n). respectively. relaled to th*s* servic*s. Hydro One receives amounl$ lE:y rural ra{e
protectiun fr*m the IESO. Distrihution revexues f'or the three anel six n'xrnths ended June 30. 2CI13 inciude $3 I millitx {2012
* $32 rnillion) and $63 nrillion {2012 - $64 rnillion), resp*caively. related to this prr:grarn. i{ydro One also receives reve&ues
reiated to the slrpply of el*ctrie ity lo remote norlhern communities frnnr the IES0. Distribution revenu*s for thq {hr*e and six
months ended June 30.2013 inelude $7 millitx {2012 - 57 milliontr and $14 mi}lion (2{}12 - $1r} million,l" respectively"
rclatcd lo thcsc sen iccs.

Ouring th* three and six monlhs ended June X). 20 13. Flydro One purchased pow*r in the amount of $538 rnillion (201: -
$518 rnillion) and $l,2zl4 rnillicxr (2CI1: - $1.180 rnillion). respectively. &on: the ffilSCI-administered electrieity market:
$4millirin {2012 - $l rnilli*n) and $9 million (20i: - $5 miilion}" re$p*edvely. {rom OPO; anct $3 nrillion {2012 -
$ I milli*n) and $5 million {2012 - $3 miliion}. respectively" tiom t}r* OEFC"

Llnder the Owtario eirergl, Soavrl At'r. l?9&. the OEE is requireel to recover sli cf its annual operating eosts fiorn gas and
ele*trieity distributors anil transrritters. I)uring the thre* and six mr:nths enderi "lune 30":013" Hyelro Olre incumed 53 milhon
(201? - $3 million) and $6 rniliiqn (20i: $6 million). r*speetively" in OEB f"ees.
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HYNRCI ONT TNC.
I{STES TO C&NSOI-I}AT'ED FINANC:AL STATUMEI{T$ (unnudited} {enntinu*d}
For the three snd six m*nths ended June 30" 2013 and 2012

FIydro Sne has seruie e level agresments with OFfi. These services ine lude fieid, cngineering, togistics and
telecommunicai:ions seryices. During the *rres and six::rcnths ended June 3fi,20 13, revenues related ro the pr*vision of
eonslruetion and equipmcnt ntaintcnance serviees with resp*ct to these s*rrice l*vel agreements were $3 million (2012"*
$3 million) and $5 rnillion (2012 * $5 million), respectively, primaritry {br the Transmission Eusincss. Operation, rnaintenanEe
*nd administration cost$ related to the purchase cf scrviees with respect tt these s*ruice level agreements lvere $1 million
(2012 - $1 million) for the slx m*nths e*decl June 30, 2013, and insignificant fcr the three months ended June 30, 2013.

The CIF.A funds substantially all of the Company's conservation and dsnrand management progrilms" Ttrle funding inclueles
program costs, incentives. and marlagemel"ll fees. During th* thre* and six months endeei .lune 30. :013. Hydrei One reueived
$8 million (2[}12 - $7 mitlion) anel $15 miilion (2012 - $19 million), resp*utively, fiom the OPA related to these program$.

FlLs and payments in lieu of prcpc,'ty taxes are paid to tlle OtrFC, and dividends are paid to the Province.

Sales tei and purchases ftorn relatcd parlies oeeur at norma| rnarket priccs or ar a proxy f*r fair value based *n the
requirements of the OLB'$ Affiliat* Relationships Code. Outstanding balances at period end are unsecured. interest trcs an<l
settled in eash" At.June 30,2S]3, the Company held $250 rnillion in llrovinc* *f Sntari* Floating-l1"ate Notes with a fuir
value of $?5l mrilliex (Deeember I1, 2012 - $25 I million)"

The ar:rrunts due to and {iom rclated parlies as a resu}t of tl"re transastions referred xc ab*ve arc as follorrrs:

{rn i I I i ts n s *f dollar.rl
June 3{},

2813
llecember 31.

2{}1 t
DLre Fr,rm rclutud laflic5
Due to related pa*iesl
{.,ong-term iilvsstrnsnt
I 

Inciuried in du* to reialrrl pailies at Jrme 10.2013 are omourlts owing to rhe IES0 in respe*t of porv*r purchases of $ll8 trdllion {De*ember it.:012 -
$ I 99 nrillionl-

}4. C$}{ST}LTNAT&S $TAT&MENTS OT C.4SH }ILOWS

The changes in non-cash balances related lo operations consist tl1"the lotlcwing

:07
( 146)

2st

154

(2s?)
:5:

/mtlli,ml ol dollars)

Thr*e rm*nths cnded
.trune 3{}

?{}{3 2S12

Six xuouths e*deei
.{xme 30

2013 :&1?
Asc*unts reeeivable
Sue ftorn related palties
Mat*ria1s and supplies
Frepaid pension cnntributions
Sther assets

Ace*unts payable

.&ccrued liabitrities

{Jue to related pafiies
Aecrued intqrest
Long-ter"m ac$ounts payable *nd other liabilities
Fllst-retirernent aniJ

(7)
2

59

(s 1)

{t7}
(5)
lq

2q
(75)

:
(83)

4

{:0}
{9}

(ls3i
$

{li
?6

4

{4r})
I

53

ti7)
I

{83)
(s)
(2)

l7
(44)

{26}
{1)
13

{ n7)
{53 }
(i)

{30}
(:)

{2?)
s$

(1 l r)
{1}
(8)

38

3q

3 194 ) (:63) {:12)
trenefit liabilitv

33

i16
]l

133

25

la!/r'{r1"\
{ S.ii$a:\)r{ I r \.'

Supplementalry infarmafi or:
Net interest paid
FU-s

is8
7&

)n)
i39



}TYI}RCI $NE [F{C.
NOT&S TO CONSOLfi)AT&I) S'INANCIAL S?AT&&{fiNTS {unaudited) {eonrinued}
Sor the three and six mnnths endecl June 3{}, ?fil3 xnd ?&l?

&5. C0NTII{StrNCmS

f,egcf ,Fnccerdings

}Iydro One is involved in various lawsuits, claims and regulatory prr:cecriings in thr: normal course of business. jn ths
opinion of rnanagement. the outeorne cls:rch matters will not have a material adv*rse sffect on the Company's ecnsillidated
financiatr positian. results of,*peratio:rs or eash flows.

Irtrmq&r oflsse{s

Tlre transfer *rders l:y which the Company acquired celtain of Ontariq llydro's businesses *s *lf April 1" l9q$ r{id not lransfbr
title to some a$set$ located on Reserves (as defrxed in the /ndlcm lcr {Canada))" Curently, the OEFC holcls these *ssets.
{Jnder the te:xls of ths {ransfer orders" thc Company is requi:"ed t$ rnar}age these assets until it has oirtained all eonsents
necessar1l to eomplete the transfur cltitle of these asscts to itself. The Company can!1ot pr*dict the aggregatc arnount that it
rnay have to pay. cither on an annual or one-time basis" to obtain the reqlrirecf eon$*nts. F{orvever" the Company anticrpatcs
having to pay mcre lhan the $1 million that it paid in 2012. lf the Cornpany cannot r:btain the required conssnts. the OIiFC
will continue to hold th*se assets for an inclefinit* period of time. If the C*nrpnny cannol reach a satislactory settl*ment, i{
may have to relucate these assets ls other locations at a cosl thal e*uld be substanlial or. in a lixrited numher of cases" lo
abandon * trine and replace it with diesei-g*neration facilities. The costs relating ta tl'li:ss ass*ts eoulcl have a materiai aetrv*rse

effeet on the Company's results of *perafions if {he Company is r"lo; able to recover t}r*m in fumre rate ord*rs.

X6" CSI\{MTTMEN'TS

lgreencmrl wdr& f**eryd &F $xergg

Effeetive lrdareh i,2002. lnergi. a wiu:ily-owned subsidiary of Cap 0*rrini Canacla {ne., began providing selires to f{ydrcr
One. On May 1.2t)1{), consistent with the lenxs clf the contracl. the Compary extend*e{ the htlaster Scn'ices Agreement wilh
lnergi for a further three-year period. This agreemcnt will expire on f ebrxary 28, :{}15" .A.s a result t:lti:is agreernent" F{ydr*
Ons rec*ives from Inergi a range of seruices including bxsiness proeessing amd infomaticr-l technnlogy *ufsoure ing ssrvices"
as well a$ core system support rc1{ited primarily to SAF irnplementation and cptimiratir::r.

Sradexficf ,Supporr

Pi.rrchasers of electricity in Ontario" through th* IESO" are requir*d to provicle recurity to ixitigate lhe risk of their default
h*sed cs their *xpected activity in th* markct" As at Juue 30. ?U13, th* Ceimpany provided prudential suppofl to ttrre IHSS on
l:*half *l Hydro One ldstlvorks and I'lydro One Eri:mpton h{ctwork$ using pareutal guarar:tc*s *{'$325 million (Decerxtrrer J i,
:012 * $325 millinn). and on i:ehalf of nvu distributors using guarentee$ of approximately $tr n:rillion {Deeember 31, 2012 -
$i miilion). Based on its crerlit rating e*tegory. ttrre Company hxs pr*vide*1 lefiers ol credit in the amount rf $5 rnillion
(Decen'rLrer ll,20l2 - $22 million) to the lES0. The IESO could eiraw qrn th*se guarent*ils and/*r letters of credit ilthese
subsidiariqs or distributors {hi} to make a payment required by a default notics issued by tire IHSO. The maximunr potentia}
paymont is the Iiice value of any letters af credit plus the nominal amount of the parental guarantees.

&efirerrrerr/ Colrrremsreffu m 
"{ 

rrcnge;nenfs

Eanh letters qf credit havt been issued to proviele seeurity fcrr the Company's liability uncler tht: tenxs qf a trust fund
estahlish*d pursueat tu the supplementary pensiorl plan {br eligible employees of Flyrlro One. The suppiementary pension
pian trustee is requir*d to draw upon thesc lcttrrs of credit if Hydro 8ne is in delault o1 its ohligatierns under the terms of this
plan. Such obligations inctrude the requir*rxeut to provide the trustee with an annuai aemarial repofi a$ rnell as letters o1'credir
suffieient to $scure the Cornpany's liabiliry *nder the plan, tei pay be*efits payable *nder the plan and to pay the letter of
credil fee. The maximum potential payment is the f,ace value o[the ]ettrrs slcreili{. AtJune 30,ZCIi3, }lydro One hae{ l*tt*rs
*f credit of $12? r:rillitx {Decemb*r 11,201: -.$l:7 rnillionJ cutstanding relating to retir*:nent compensation frrrang€msnt$.
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$\.txt{} oI{E {NC.
NOT&STO CCINS$LIDATED F{NANC{AL STAT&&,{KN'[S {mnaudited) (coufinued}
$or the three and six rn*nths ended June 3{}" 2S13 and 2012

I?" $EGMSNTS!} R.&PORTTNC

I:lydro One has threi] reportable sogments

The Transmission Bu*iness, whir:h ceimprises the eore {:usiness of pr:ovie{ing electriuig hansportation and sr:nn*cti*n
services, is responsihXe {irr {ransrritting electricity throughout the Ontario el*etricity grid;

Tire Distributinn Busiress, which eomprises the core businsss of deliv*ring and selling electricity to customers; anel

Other, the oper*tions of u,hich primarily consisl tl those of,th* telecommunicatiuns business.

Th* designatitx of segments has been bassd on a eombilation of r*gulatory status and the nature of the produets and seruiecs
provided. Operating $egrnents {irr the Company are detennined baseel on inli:rmation used by the chief operating ciecision
malqer in deciding how tn allacate rcsources and evaluate the perfbnnanes at each of the segnrents. The Company sval*ates
$egmenf peri'orrnanee based on inci:n,e befrrre finareing charges and provision fnr PtrLs lrorn *ontinuing operatirrns
(exeluding certain alloeaterl corporats guvemance cersts).

Thc accounling polieies followed by the segments arc lhe same as those ti.lllnwed by the Cornpany. Segnrenr infornration on
th* ahove trasic is as terllows:

f&ree,rxr,?tr&s enrl*d .lil tre J0. Jfl l ", ( milli ons *l' r*tll crs l 'd'r*nsrmission llistriN:ntion Ether Comsolidxteei

{}

Segment profit
Revenues

Furchascel power
Operation, maintenancc a"nd administration
Dc$le*iation a:ld amortization

l,{)20
684

t70
s0

1.403

684

:91
160

368 l5

t6105

78 2
-lncnme (loss) before financing eharges and provision for illls
Finalcing eharges

185 l{5 (3) 2{}8

8S

Inc*rne hefnre $r*vision for PILs r7$

Capital exnenditures I57 1S? 2 351

Three wontlrs ended.fwne -i0, J$l-? {wi|Iiotts *f.doIfurs) Transmlssioxl &istribution &ther C*xs*lidatad
$egment profit
fi"evcni"i*s

Purehased power
Opcrati*n. rnaintenance and administration
Denrcc iation and amonization

q74

640

i56
78

l"3ss
540
278

r5E

370 l5

102

77

20

3

trncome (loss) before finaneing charges and provision for FIL"s
Financine eharses

;gr r00 (8) 2&3

9t!
Income bcfore provision for PILs tq3

Carital exnenditnres 189 l(rl 35S
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HYI}K$ $N& INC.
NOT&S r{} CONSOL{I},&TA} FINANCIAtr, STATEMENTS {umaudited} {eontinued}
S'or the three and six mronths end*d June 3S" ?$13 *rnd 2t112

Sr*' rrcrxt&s ewled.{une 3{}, 2$li {millians a{ d*llars 1 Trans:nissicx $istributio* $ther e omsolidatet{
$egment pr*fft
i{evenues
Surchased power
Operation, maintenance atil administratitx
Dcprcciation and amofl izatiorr

741 ) )nt
1,48:

317

l5q

2,q75
1"4&2

\)A
3?r

30

30177

15E 4
"income (loss) before financing eharges alld provision {cr PILs
Fina&cins charues

406 246 (4) 648

177
Income before orovisiolt for PILs 471

Canital expendifures 306 t12 3 621

,Sir lnoruf&s ended Juxt 3{}, 2{}12 imi/liors */ dall*t.s1 lllr&nsxlissi{rn Sistrihuti*N $ther Consolidnted
Segmext profit
-R.evenues

Purehas*d power
Op*ration. maintcnance and administratiox
Dupreciatron and amonizatirrn

73: :,06s
r.169

:s6
r53

2,827
1.169

54{]

3t0

3t

J T,'214
ls2 5

lneome (loss) befure financing charges and pravision 1l:r FlLs
Financins charses

365 2e"l {4) 6fi8
173

lncomc before provision for PILs A1<

Capitai exlenditures 376 288 3 6e7

I*rillio:r.r af 
' 
da I I at's )

June 3{},
t013

!)*eember 3["
2{}1 ?

Transmission
Ilisrribution
0ther

I1,948
8"418

423

I t.s86
8,5: I

6{i4
Total assets :1.289 20.81 i

All revenues, costs and assets, as the case may be. are earned. incun'ed or held in Canada
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I{ydro {}*e Releases 2013 Third Quarter Finan*i*} &es&trts

Far lwmet{icre fie/e$se *ly'nveffi&er t.l. 2{}t3

Toreiuto - F"lydr* One trnr. today released its 2013 third qua$er rcsults with net ineome fi:r the quam*r of
$2 I I millinn and revenue s of $ I .542 millior:"

"We eq:ntinue to nrake investmenls to provide our employeex rvith the toois t* hetp our sustomers hy
rnaking prud*nt investnrents, in"lproving customer service and being mor* effleient." said Canxine
Mareello" Fresid*nl and CEO, I-{ydro One Ine" "Our rccent recognition by $Ap for our c{.rstorner
infarmation system iraplementation sh*ws *ur continu*d strategy to proviele an aqlvaneecl. sealable.
efitelprise-wide plarforrn to movs our business f*rward fbr the benrfit of our eustot"ners."

The flollowing {lre some of'our key achievemfin{s:

SAF presented us u',ith their Canadian Frojeet of rhe Year awarc{ &s we eompleted t}re tr'curth Bhasc o{
eiur SAP irtplementation: *ulr new Custcmer lnlormation $yslem (ClS)" C{5 is helping $$ *nsure *ur
eustomer cere opsrations are leaders in the lndustry. As the system stabilires" henefits tr: our eustomers
include lmpnave<J call center lnteractions. increaseei aeerraey anej rimeliness in our hi]ling proeess. am6l
an irxproved ahility to he lp *ur eustomers address thcir preihlems wirh up tm date informalion"

We pamnered with Nor"thern C*ll*ge and District $el"r*ol [}oarcl Ontario North Hast t* host a rfltr$;xl
ealle<l the Lighlning Traitr 'trcrr 29 Aboriginal yonth. Ouring the lveek-long cvnni, students were givcn the
opportunity to participate in workshops and activities elealing wlth r*sidentiai wiring" welding anel
instrurnentati*n. Students who participated r*eeived a Cemifie*te of Corxple{ion fi^om Noyrhsrn Coil*ge.
[n adeiiti*n- three l.ightning Trail partieipants wers awarded N*rrl'lern Coll*ge ]{yrlro Sne ,Aborigina}
Leaclership Hntrarce Bursaries. Nortlrern Ceillege is pam otr'r:ur College Clons*ffiiunx with 1bur Ontari*
roll*ges" We re*ently partner*d with another eonsortium rn*mrber. Algonquin Cntiege" as pam of thcir
launch of the Wr:men in Hlectricai Hngineering Teehnology {WH}:I'} Frngnam on Oetober 4.2{}ll. The
WIHT Prergram is a c*mpressed trwo-year pi.ogram designed for weimen h*lding degr*es or advan**cl
dipk:rnas in $eience" Technology, Iinginrering *r Math, *nd inclmdes a paid work pla*erxenl with our
cOrnp&ny"

i

&

&

$ur Summerhaven 23{) kV Switching Statian. loeated in !-{aldir:rand County" was energizec.l *n .{un* 4"
20t3. Pro.ject constructicn began in July 20tr2 anei lnvnlveej builellng the gre*nfield station in c;rcler to
sonneet the l24hrtrW Surnmerhaven Wind Farm uncler Ontario's Green }inergy A*1. Af th* maximun"l
generating eapacity, th* Su:nmerh*ven Wind Hncrgy Centre will prociuee er:cugh elean *nergy tirr
apprCIximatoly 32.000 honres in Ontario.

On October 9. 2813" we suscessfluily issu*d $l.lE5 billion o{'no{es under our $3 hiilion L,lec{iurn-Term
Note shelf prospeotlts" "l-he issuanues included a $?50 million S-yeartranche et a ooupon rate of ?"TE%
and a $435 million 30-year tranehe with a eoupon r;lte of 4.5q%" tsCIlh tranehes wcre oflbred r:n a
registereel basis in both Canada and the United States ancj were listec* on the Ner.v york $ttrci<
fiNchange" This financing marks l-lydro One's fargesl issue to t1ate" sLlrpassing the $i biilion raised
through our inaugural debt offhring in June 20t]0.



s On hlovember 1,2fii3, Ontario was impacted by yet anotherwind stonn. Attirnes. the vrinds surpassed
'100 kil*metres psr hour, causing signifi*ant darn*ge to our distrii:ution system. Our crer.c,s worked for
three days [o restore power to cver 315.000 afTected eustorners &cross sauthern, eentral and eastern
Ontario" This is cne o1'many severe storms that has irxpaetod Sntsrio so {br this year.

Net lneorns was $21 I rnillion {br tht third quarter and $643 nrillion {i:r the tirst nine rxonths of ?CItr 3. $ } ?
millicn, or &Y*r, higherthan o*rcomparable 2012 net income in the quarterand $63 million, o:" ll%. higher
in lhe l'irst nine months" We experienced higher distributrion revenues rnainly refiecting increased purchased
p*wor costs, primarily related to the Ontario Hnergy Boarcl's regulatee{ prire plan rate-setti:lg proeess ailel
the lnelependent [iiectrieity Systern Operatnr"s spot market" We aiso experieneed incr*ased transmission
revfnues reflecting a higher peak dertand in br:th perioeis of the year due to intermitt*nt periods otr" hot
weather in the summer. Our n*t income was alsc positively irnpacted by a lower provisi*n f,xrr payments in
lieu of eorporat* inccme taxes and lower financing charges" P*wer restoration *xpenditunes following
n'lajor stolms in April *nd July of this year eontributed tc) iner*ased openation. maintenane* and
administration expenditures in both p*riods. ln the year-t*-date p*ri*el" inereases ln opreration. maintenanee
and ad:ninistratiCIn expenditures were partially ofTset by a r*riucti*n to our provlsion ftrr paynrents in li** of
transmissicln stalion properly taxes t'ollowing the finalizati*n r:f, lhe &$sessment of, cerlain prior years'
prcperty tax neturns"

Capital investments cf $97S rnilli*n fbr the first nine rnonrhs *{'20i3 q&ere lower hy $62 million. or 6%"
eompared to 2012" We experieneed lower eNpenditures oxl or.ir transmission develi:pmenl prtrjeets. r:lainly
related to orr Eruce tc Milton Transmissi*n Reinforcement Projee{ to co&nfct refurbisired nu*}ear anei new
wind genel'aticn sourees in the F"luron-Crey-$ruce area. which went into serviee in May 201?. We also
eon:pletecl *ur Commerec Way Translbrmer Station, earlier this 3,ear" eontnilrmting to lower *xpenc{itures
compared tet 2012. Wlthin *ur Distribution Br"lsiness. we eNperienced increased expenditures primarily
related {o stnrm restoratiott work, which were rnostly o!'fset by a reduetion to ciur expenditmres fo expand
and reinforee *ur distribuiion system as we completed a numher of ma"ior projects last year"

Total r*vennes fur the firsl nine nronths nl'$4,51? million r,,,ere $224 miliion" or 5%. trigtrer than the sarne
period last year. $ur distrihution revenue$ were $3.30S rxillion, $19S rnillion higher than last y*ar"
primarily refleeting ttrre reeov*ry ol higher pass-through pure hiisee{ power costs. Higher enrrsy
eonsumption resulting mainly lionr ths colder winter in ths {1rst quarter also r:ontrributed to tire inen*ase.
Transmission revenues of $1,163 million were $2? miliior: higherthnn last yean" primarily refleeting export
service rovenues and olher aneillary services assoeiateci lq,ith the Sntario Hnergy Eoard's Deeember ?(}"
20l2lransmission rate decision and higher peak demands on the lrilnsmission systom eornpared ro last
year" The transrnission revenue reqr:irement approved {cr 2{}}3 resulted in nel change to rates for the
transrnissiofl po$ion of the oustomer bill cornparee"l to previous levels"

Net eash lion: operating *ctivitie$ w&s $;$90 rnillion in the third quarter of 20I3. During the qxarter. we
paid dividends to the Frovinee of Ontario of $29 miliion and recorded a pr*visi*n f*r payrnenls in lieu o{'
corporate inc*me taxrs eiue to the Ontaria Electricity Finaneial Corporation in tl're amount of $23 mriliion.
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CCIN$CILINATED T'INANCIAL HIGUT.}S}ITS AN'} SYAT{ST'CS

{{"**sdian dollars ix *rllllo*s
€xcept as {}tke*t,ise fi$t{:d}

-I'hr*e rnonth* end*d Septeruben 3{}

$%
:tll3 ?011 {lhs$sc {lhx*xe

Siine rrnntl:s ended Septemb*r 3S

$%
20ti 2{}1? Chunge CNransc

Reve*ues
Furchased power
0perating costs
Net ineorne
Net cash from *neratinE activities

1,542

744
457
218
490

,466
695
43S

20t
t96

4,293
2,064
1,289

580
E7I

224
r62
:3
63

,05

76 5

7

5

s
24

,$,5 I 7

2"226
t,t1:

643
q76

5

&

2

il
l2

49
28

i?
94

.Average 0ntario 60-minute peak
demand {,{Ctfil :3,481 23.SS2 ,i79 2 21.8 t: 2r,58r rt I

Disribution - {rnits distributed tel

Our cu$t0mers "{'wk
0.1

System-related statisties are prel;minary

Hydro CIn* [ne. is a h*lding eompany that operates through lts subsidiaries in etrectricity rlrnsmission and
dislritrution and telecom businesses" One of its subsidiaries. Hydro One Netwcrks [nc." opor{ttes one oflthe
largest transmissi*n and distriburion systems in North Amcriea. l"iydro $ne Inc. is lvhotly ownfld by the
Province of Ontario.

!-{ydro $ne lnc.'s ?0N3 Third Quarter Ccnsolidated Flnaneial Statements end Menasemenlis *iscussion anel
Annlysis oan b* ilccessed througil the {irllorq,ing lin}<:

.*x:viu':&mne"mrul tl x*fr r"i&i-l

30-

For fulther lnlcrmation, please eont{rrt

v.2 7.3 22"0 21"8 0.2

$aflyd Rottreriek
Director. Ccrpnrate C*mmunications
4 I 6,345-5&2&

Flydro One lnvestor Kelations
4 I 6-345-686?

Ali R. Suleman
Vioe President and Treasurer
4 r 6-345-6r 26
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LmYxmm pKm&-&

The people nf Ontarin court on l-1ydro One to reliabiy
deliver lhr elertricity neressary for lheir farnllies, their
businesses and lheir rnmmunities tr thrive. They also
rount iln Hydro One to operate effectively in a cnmmere ial
fashirn and rnake a vitai firanciat rontributicr to the
Prnvince ol 0ntario, its ssle shareh*ider"

ln :ur4, the Crmpany fncused its effarts nn in":proving

cr"istcmer service, enabling the connectir.rn *f new energy
ssurces and rnaking the right investme nts to ensure th*l
Onlari*'s grid is strong today and ready for the futLire.

frrm a finanrial s{andprint, l{yr1rn One's net incorn*
in :orri rearhed $:4g r":riltisn, with revenues pl

$5,54X nrilli*n for the year.
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ln eor4, l-lydrr One cnnrentraled *n achi*ving its gnal of
i:ecoming eanada's leading utility by anlg. ]-low will we

know when ure have arrived? The true measure ofsu:ress
will he when nur e usloffiers, share holder and emplnye es

helieve we are a company of great people providing real
value and safe, reliable and respnnsible servie e" We will
nnly get the re if we fce us on transforming our cullule ,

gel betler at nur iclbs eve ry singte day and lxanage our
husiness effeetively.

llydro One's strong finane ial perlnrmanre in :nr4
dem*n:lrated our e orrmitment to delivering results for
our sharehnlder as well as nur dediratinn ln cperaling a

wcll-rnanaged bLlsiness.

During :o14, we put trernendous effnrl int* serving nur
e u$torners and building stronger relationships. Service
leveis at *ur rali rrnlre and of our hilling systen] are nsw
better than ever and rzue have snt nsw targets that, when
ae hieved, vuiil put us aryong the best in the business.

.,it HYnRO Or;t ANNUAT &tponl ?ot4
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We moved fnrward on *ur:ourney by investing in nur
system tn repiace aging assels and put in place new
infrastruclure required to deliver the elertricity that
0ntario needE. 0ur :ar4 Transnrission Eusiness capitat
investrnents inclLlded the rep[aren"rent nf rnd-of-life power

lransfornrers al our Fembrokc Transmissian Staticn in

e;lstern Ontarin, and al aur Hantver, Atlanb*rg, [imira,
and Trafalgar transmission statinns in southwestern
fintari*. We also rereived an approved [nvirrnmentai
Assessment t0 ronstruct the Clarington Transf*rmer
Statinn, criticai lo keeplng the lights *n fcr nrore tharr

*ne million Sntarians after ihe Pirkering Nurlear
6enera{ing Statinn shuts dcwn in :ozn"

I w*uld like to thank nur Board *l 0irertors fnr their
support, my leadership team fcr the ir d*ilirati*n and nur
empioyees for their e ammitment to working safe, working
hard and wnrking tn rhange. trhey wear the Hydrn ffne
loga with pride"

,l'. ..lr,tt _lr,
,j * lr4'. ,'t .: ,'l- ,'/, t,- ", .. C.
flt"r"' '

fxrmime Marcell*
Fresident and (hief [xenutivE Officer

With jn our distribr:lion business, o*r zor4 capital
investments ine luded replacernnnt of meters and end-
of-life wood pcles, work within our stati*n and lines
programs, new rustomer ccnnertions and upgrades, and

systen rapability reinforrsme nt proiects.

Last year, we conrpi*ted the acquisili*n of Norlolk Frwer
inc., an eiertririty distribulinn and telecnm rompany
lsrated in southwestern fintaria. We have aiso rearhed

agreements to arquire twn mure incal distributicn
ccrnpanies in southweste rn Ontarin, Wccdstnrk l-lydro

and Haldinrand l-1ydrn. Cnnsoildating our operations with
snrailer utilities in our service territory will remain an

opportuni{y to drivE growth for ilydrn One and improve
value for our custome's.

We are cornrnitted tn dellvering rost-effective service
to alI our customers and r,ve remain forused on prudent
management, elfirirnt operatians and improving the
rustomer experience for every*ne we serve.

HYDtO Orlt ANI'"JUAT RrP0Rt 20ld i
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ln rol4, l-iydrr 0ne hnsted thren
lele-townha[[s t0 reaf h oul ln 0ur
cuslomcrs tt gather their feedback

nn how we r*n serve lhem better.
ln the townhails, we spoke to rn0r€

than 6o,ooo custo.ners frorr across

0ntario and th* e0ncerns they
exprcssed led to the creation ol a

customer consultation process in

ilctober lcrhe re sle began devel*ping
a series of e ustorner [nmmitments.
We further reache d out ln cu$tomerg
with nur Let's Cnnneel survey t0
gather ariditional feedback on our
e u:tnmer servire prartices.

Jo in the
ccnversution

hyArq.tt

s h$ s:sffi &s ffi N $$ ${\{$s t{
AS\{$$$WY W,&N${"

ilctober alsn saw the launch nf
llydro 0ne's third-party e ustomer

Service Advisnry Pane I t* advise
u$ fin h0w w* can inrpruve our
rilslomer servire culture and de iiver
nn oul rustnntgr serviee promises"

Ihe bndy is made up uf induslry-
leading experts lrcm several sectors,
including finance, eduratiun and

terhnoiogy. The panel meets regularly
to assess our perforrnance against

staled objectives and hnlds *s
acrmuntable fnr cur actions.

SW$YffiMMW KS($\{$$TY
sffiffisws$
Sur path to beroming Canada's

leadlng utilily is one of rhange. in
?0r.4, we introduced maior changes

arrass a1[ lines ol husiness ln tr"uly

berome one ccn:pany. We kne*r
we had t* make things right f*r
0ur rustcme rs. ln e arly 2o14, at
the Feighl of our customer terv,ce

disruptions with our biliing system,
approximate ly 5 per rent sf our
custcmers hadn't rereived a i:ill
fnr i"nore than lhre e rnonths. Sy

0ecemher eur4, that flgure had

drnpp*d to iess than 1 per rent.

0ther:hanges in ln:4 ts transfor$I

our custoirer se rvice rulture included
rmprovements made al nur rall centre
and the launch nla fall-A'Customer
program whe re senior managers frnrn

different lines *l business e ontact
e ustnme 15. As we11, we revarnped

our Quality Frogram in the rall
rentre, with a heightened attenlion
t* ronnecting eustonrers and
providing servire excellene e"

5e rvire ievels at our eall cenlre are

now better than lhey were Lrrlole
we imple nrented aur nelv billing
systen] in May :nr3. We have s*{ n*w
largels lhat, when arhieved, will put

us amnng the be$t in the business.
Overall, cuttomer satisfaction has

shown a steady incrcase since

early aol4, with a weekly high of

93 per cenl *f cuslsn':ers satisf ie d

with their call rentre interactian.

t{{su$ .&Nm $$&s$t{'K'{'
$.&S'['$dS$$${rlt$
The year saw a d*epening nl an

already powerful partnersh ip

between our Srovincial Lines and

Fnrestry Servicns. Whal began as a

smail modifiration to a zone map has

led to a str*nS partnsrship th*l
is evident acrnss all levris *f thr
rrganization" This has resulled in
im proved rustcnrer servicc, red uc*d

nperating rssts and shurter stnrnr
respnnse limes.

s$li)il$$ssi {r\r
l{YS W$}t-} hi $ 

" 
l,- {:}rN$
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ln 0ct*ber, we redesigne d th*
Hydro0ne.rom hnrne page to
inciude a featured stories sertinn
ln ink:rm 0ur cilsismets about
our emplayees, rurr€nt projerts
and the gond worl< we nne daing in

rr-nmunit:es aCr0s! 0ntario^

HYDRO ONiT AT.]NUAI, RTTOR1 ?01,{
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l{ydro One ccnlinued aur wurk with

i*urney tu lero ir rn:.4, reinforcing
ernpioyee invoive nr*nt and

engagernent by instilling the beiief
that all injuries are preventable,

as we ll as e reating effertive Heaith

and Safety c*mmunieatinn firrrss
the Company and sstabai$hing

iorai health and safely goals

and nhjectives.

$N$S$ 1$ffiW$
l-lydro One maintained lls
0ccupatinnal }-ieaith and 5afety
Assessment Series i01-15,45) r8aor
eertifiration in aor4 due to a

rnntinuous impruve m*nt strategy
tr help us prepare fnr fulure
surveiliance audits. The Crmpany
was 0HIAS :Snnr certified in lune
:o:3, demonstrating that we have

the elernenls of a wnrld-class heallh
and safety systeffi in place.

ssffi\rs Yffi -s"$\{

$ t{,$ k$ ffiY- s ffi ff s \&sfi} M MWt "-&tr $

One nl our gnals is to b*come a

wcrid-class utility by :org. 0ur
yea-end safely performance in

:or4 helped il$ work toward this
goat with r"8 rerordable injuries' pe r
?0s,000 h*urs warked. That number

decreased lrnm ao:3 when i-lydro One

repnrled :.5 medical attentions per

?00,000 haurs warked. The eompany
has also seen a reduetinn in bath
"High MRpl-}" (lMaximum Reasonable
Fotential for Harm) incide nts and the
number af preventabie motor vehie le

acridents in the last few years. ln

:cr4, Hydro One used reecrdable
rates as its corporate salety rretric

tn altow fnr better perfnrmance

bene hmarking with lrlorth American
and internalianal indtstries"

ffiffim[.$s$${ffi
W$$TW&SY&ffi $S$Y$\}ffi
Nothing is more inrportant than the
health and safe ty of aur empl*yees

ancj the perple of 0ntari*. ,{rling
*n that belief, we intraeiueed a
standard in April tr: prohibit the use

af harrds-free eiectrnnic rJevires,

ine iuding smartphnnes, for all
emp{nyees whn are nperating a
rnotor ve hie {e un f,ornpany business.
Imployees are enrcuraged to
puli cver tc the side of thE rnad,
where it is safe, if they need to
hanCle a eali. lext or email. The

standard takes Sertian 7S.r ofthe

prohibiting the use of the hands-free
nptions while driving"

Nlwfrt$tNffi $\ $.,{\p$
wfffi&wwk&ss (L$ktt$&$
Frnm proper job planning tr a trained
and competent workforce, thrnughnut
:or4 l-iydro One enrphasi:ed the
in:porlance of a safe wnrkplare
rulture acr*ss all lines ol business.
The Company introduced ninr ccre
prlne iples around its Safe Warkplace

Vision in :or4. The nine principies

fccus nn cnntinuous inrprovenrent

and health and s*fety at Hydro One.

s}\-'\ pr-ffi Y s fi $ ${ffi .e{.} s &\ tl N}
[ngagcd empluyees are safer
ernployees. In :rr4, yr* nrea:ured
employee engagement as it related
to our :ore values, besl business
prartires and health and safety

iniliatives. [mgaged em ployees had

fewer sirk days, reparted lewer
ree ordable incidenl: and were

less likely lo get hurt rnmparrd to
ies: engaged employees. 0ur findings
illustrate hcw strong ernphyee
€ngagemenl drives our [nmpany's
sure ess, e nabiing L]s to rearh 0ur
stateri obiertives.

$\\{$t\ . $Li s$$ ( t\ (\\..
\ts.,&'fl s s $ $..&, $ $ .r"T

s$x..$$'!:ffiNs
ln Ju16 l-{ydrn fine's Owen Slund
rrew reiebralcd one nrillicln hnurs
wor<ed wirhout a,o:l ti-e injlry or

iilness and no reccrdabie injuries rver
the past thre* years" The milestone
tnok r4 years tfr arr*mpl[:h, and

was achi*ved through prupe r job

planning, leamwurk and rreating
a strong safety culture amang

all emplayees.

A ret:rrjoble iriur\ i! c rvo"ltelotod inlury or ]ljness ihoi reslrlts in

* Re:l:icleC i.r:rl * )eolN, or
3 Losl lime, o Ary otner sigrificnrl u,orLreloted irlt''r,
x icss of consciol:ness, cr il rrss ilooncserl l-,* - r,i,s,: r ,,
* Arredlcrl cherrlon $gy31j f1,rl n1! cther lren th irr" p," , .
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Sk*\W$$WffiYffiN

-Yffi .&,$W $ Sffi m&S tr $ft $):&YWlt\{
Hydro One receivrd the final
[nvirnnmental Assessn:ent approvai
in zor4 for the ilaringlcn fransformer
Statir:n {TS) pr*iect. Clarington T5

wi{l ena[:le future eleclricity growth

in the locaI area and arjdress growing

eiertricity dEmands in the rast
Greater Torontn Area {6TA)" OncE

ccmpleted, the statinn will serve nne

millirn e rstomer$ in the east 0TA"

,|$eJffi K, $ $dvs$"IM {t NTs
During ?ouf, we nrade rapilal
investments tntalling appr*Nimatcly
$r.5 billion tc imprnve *ur
transmissinn and distributirn
$ystems' reliability and perfcrmanre,
address our aging ptwer sysfefil
infrastrurture, farililate new
ge neratinn, and irnprove serviee to
0ur ruslnmers throughout Sntarin.

Our lotai rapital investments included
iransmission system investrnents of
rnore than $::4 millinn tu increase
e lectricity reliabiiity ancl support
the energy neeris in the STA.

Iiven the aging of our infrastructure,
our ongoing inv*stment ptans

xre designed to reliably pnwcr
0ur e[unomy and to support the
innnvatinn that can be expected
uver the next derarie.

Our majnr:or4 GTA investmnnts inrlude:

l\rlain Transmission Stalion, Toronto

Toronto lakesh*re lnfrastructure Renewal

Bridgman Transmission Station, Tcronto

Leaside Transmlssior Slaliofi , Toronto

Basin Transmission Staticn, Toronto

Claireviile Transmission SIation, Woodbridge

f noksvitle Transn"rission Station, Mississa:..lga

Manby Transmlssion Statjon, T$rcnto

0errard TransnrisFion SIatisn, Toronlo

frafal gar Transmission Station, 0akvitle

ffi li{ ts&N s s\ s N ffi &l$t ffi N $r

SffiNYMW

ln acc*rdanee with *ur cnmmitment
to irnprove reliability for nur
cuslomers, in January we cpened
the permanently localed 0rl€ans
0perations Centre, nutside al
Ottawa. The rentre lvill benefit
0rl6ans, Navan, Rockiand and

surrounding areas and serue roughly

Jg!o0o customers" {he rentre is

part ni a $33"4 mifiion investment
in a new transnrissinn line to m*et
grnwlng *{eetricity need* in lhe area"

kv$(}s ,$${.$$
$tsw$..&(sssNi\'l'
Thr*ughor"lt znr4, llydrn 0nr
rontinucd its w*od pnle replarement
program - repiacing rr,r:oo lvood
poles across Ontario. This

prnartive pr*gram targets p*les
more than 6o years r:ld ae russ our
:.::"noa-kilume{re system" With
r.5 rnillion wood pcles in nur
distribution system, rnnre than

340,0s0 will need replacing in

the next 10 years. Th* $S: millinn
investment is parl oi an ongoing

eff*rl to r.take n*table upgrades

tu syslem reliabi{ity and malntain
public safety.

$9":r millir:rn

g5,i miLlion

$r:.3 miLiion

$/.2 millian

$7 millian

$l"l nrillion

$l:-".r million

$:.8 nrillion

$ro nrillion

$rg rnillinn

wnod poles replaeed in :ot4

,&{&t{t$i.TtsN {:}y
t*$Ntr(")t"x i}$\$sN
ln :ore1, we rompleted the acquisitian
of l{orfoik Pnw*r lnc., a {neal

ri istributicn and telerr:rn company
in scuthwestrrn ilntarin. Hydrr One

also reached an agrs€msnl to acquire
Woodstnrk Hydro l-lmldings inr.,
vvhich is pending Ontaris [nergy
B*ard appruva{"

HYDns oNr ANNUAT &rpORT ?cr4 I I





wxs,q $-w \e{$yw }"Ms
$ee$ffiffiffird w,$u$$\\{&ry
N,&Y$ffi[S
A first in Canada, l-lydro 0n*
partnered with the Saugeen Ojibway

Nalicn {50N) lo create a [imited
partnership (B2M LP) to own the

*rure to Millnn transmissinn line - a

double-e ire uit, 5on kV line between

the &ruce Nuclear 0enerating
Station in Kinrardine and our
Miltan Switching Station. The line *
rcrnpleted in :c:r * has the raparity
to lransmit 3,noo MW nf riean,
tenewabie energy" The 50N owns a

34 per (ent interest in B?l\4 Ll3 lt,hile

i-{ydro One is the :raiority unithnlder.
0pe ratinnr 1'ar 82M l-P rommenced in
0eeember:or4.

$'\ffi\ds T'ffi $effiw{$"ffi pwffi_$ffiffiY

llydro fire's tulove ta tuloblle prnject
is the first step in a multi-year
prngram tr enhanc* *ur existing
wcrk prcresses and planning by
intrndueing industry-leading mnbile
capabilities. The program launrhed in

,&ugust and will equip nur r*ynrkfnrce

with a new mohility snlution ta
peform daily tasks whereve r they
are in the prcvince .

L.&MWTMN T.$
$"{}Nffi \e{ffi ffi m (]im N N il(}'$$ $'I

ln Seplembe r, we rumplete d a

$e4 nritlion upgrade tc a transnrission

circuit between Larnbtor lransmissinn
Station and l-ongw*ad Tra;.tsnrissinn

Station irr southwestern fintario.
The investment refurbished

36 tcwer foundati*ns, re piaced the

cire uit with a highrr capacity wire

and replaced insulatars along the

line * ailowing for ap:prcximate ly

5on MW of renewable generatinn ln
be ronnected. This project used the
Aluminun Ccnductor Stee I 5upported
conductor lor the firsI l'me ir or,r

Cnnp;:ny's transm lssion sy${em" This

lightvueight wire increasss the line's

rurrent earrying capabilities withnut
the need tn rebuild existing towors"

mM$ts$ tNsYr$*{i
ln the fall, Hydro 0n* arquired twn

drones. A first fnr lhe eompany, the
drones will be housed at i'1ydrr One's

Kleinburg Training f,entre anel will be

:lsed primarily fnr training pilrp*ses.
W*rk to use the drcnes ts tcsl nur

tlansmission lines is underway.

&,$slm$[il sNW
The Coxpany's mobiie sutage
app r*ceivrd 5:,o67 downloads

in :c:4, lotalling mcre than

?30,000 downl*ads sinre it iaunchcd

in lWay :nra. The ;lpp {:0nilerts 0ur

rustorners with our interartive outage

mapping system, allcwing them ta

rereive detailed and updat*d p*wer

0utage informatirn frnnr ;nywhere
in our service area.

:)ti:a.r- a\ It.-r Ir\,1,-l

'tv::,)

r&,,^.tM \il ,ffilt
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MA$deffi KMK h$Y'$ W eSffi &$$Seffi e$

&N& &rw&tuY$x$
For the yeors ended Oee*mber 31" 2S14 snd ?0,t3

ihe conscliCotec lincnciol slotenerts ord lcrcrnpcnyrnq lctes (ine CcnsclicicieC Finonciol Str:temenis] ol l{yciro Ore lnc. {lydro One or tlre
Cornpony) fr:i lhe yeor endeC Derernber 3,l, ?014 The Consoiidoted Finonciol Slotcmenis cre presertecl rn Canodicrn dollcrs cnd hovo been
prepcreC ir cccordcrce wilh Unil*C Sloies {uS} Generoliy Accepted Accor:rirnc lrlnciples JGAAi,l All Iir;gnsrol inlormotion jn this MD&A is

prescnled i r (lo nod ic r dol lcr rs. L; rrless olherwise ir-rC lcr: l--ci.

Seclrilies Acim riiriroiors. l-Jnder ihe l-iS,/Cencdr,\lultiiL;risdictionol Disclosure liysiem, the Conpony is permr[ed ia prepcre ihis A4D&A ir-i

cccotdoncewitf tire discosurorequitcrnerlsol ConoCo,whichcredilferenllromthoseol theL-lS This,VD&Aprovidesinfcrmotionlorlheyeor
endccl Decembcr fi I , 20 14, Lrcsecl on informolion ovnihble to mcnoeen ent os ol Fe brrcry I I , 20 1.5.

&x€€ tlYavffi s &"$&4$\4,& KY

il-re Onlc;:lo [nerey l]oord {O[B).

During ?Clzl, w+ lorlrnreC lo focirs lrererrCous ellorl on cuslomer sen,ice cnd nn forning u slronger relolionship beM,reen our cusforners'

ol lhis yeclr wlih o rrrtrvecl, lrcrrspcrerl crnd consisierl experience fcr r:ll our cuslomers by crecling new L:rrslomer locis, prcdlcls, cnd
pro.essa:i crcj by csicblisi:irq new slcrdords for cusiomer service. We hcve irrplemer 1?l Lr !',r g Juvrrt(ir cc syslom lhol will ensure we cre
mcnilorinq cnd mer:surirrt ir-'y perlormcnce ieCicclcrs 10 sLipporl cnd odvcrce our vclues wilh respecl to being o cuslcmer corinc; c6irp11y.
lVe hove crr.:hi"ved r: rr;nber r:i tcrgels wrli respecl h cali cenlrc perlormonce ond billing issues lo stcbilize customer operr:tron: iclicwing

lol oLri ri,sforels.

develcp c cui:l c scotecctd orri wiil repcll on out performirnce fis cr lronspcreni, cccourlcble ond cuslomer krcused orgcrizclion.

cnd sr:b1,v. excellerr*; slewrrciship; crlj in:rcvolior:. Solef is ol ulmosl imporlori:e lo us beccuso we woik in on envlronnrenl thcl cr:n be
hczcrrdorrs. We lokr our rcspcnsibiiily os siewords r:f crilicol provircicl cssels seriously,. We |emcrslrole sc,un| stewordship by ncrcqir:c our

equipped lo Ce ivtr '-.lEi-crcirry service. We vciLrc inricvoilon becouse il cllcu,s ul 1o .ncrecse or,rr pfode ciiviil ond Cevelr:p enhonced mellrods
lo meel lhe neeCs ci cLr crsk:rrrr:rs.

We monccc r:ur L;lsirtss .;sinl tirt I:llowiro frcmcwc,rk

,' LOre DustnesS
1"" r:nd Strotegy

; Key Per{orrnonce 'l Copr:rbiliry io
Deliver Results

Results qnd

0ullook

HYDRO ONT ANNUAT RFPORI 2OI4 l5
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Core Br.rsiness snd $?rufegY

,,Overvrew * Cur Strolegy," encomposs ihe core vcl.,es thci clrlve our husiness. Our sirclegy icucLes ev*ry !crl of orrr ccre br-isines's'

ond ;:roCuciivily.

Key Perforrncncs Privers

cuslomer inleruplions per clelivery pciri cs ol rCicct;cn oi c,.rl comrnitmenl lo provide o rtlliobie ironsmisslon system fcr our clslomers We

*.recsuro lrr:nsmission ond Cislribuilon !n i cosls cs or indicolion oi our commilmenl to rncrecsing produclivily. These crC ottrer key pe ticrncnce

Smpubiliry ro Seliver ResuNfs

We ccniinue lo use c bclanceC sccreccrd opprccci cs rre slrive lo monoge cur perlormonce cnd deliver results elcl ond evoty yocr' lr

?0l,i,wose1 l4;:eriormcnccmeosullir:rgeiscr:cJ wcrrolorexceeded"igh,of tl',**.Wecxceededourlcrlleislororrln'lry-iree -orkpioce

eliecliveness, nel income oiler rcx, crC cur:.lrfr:n,5)r!ir.;.rJ CistribLrricn in-servic3 copilcl. Our lcrgeis, rnd our 20 l4 perlorrncnce reloting

ris[s, cs wel] cs our strciellies lc, nrirrtoie lhem, ore oisclssr:i rn lhe secfrcn "Risk f"Aoncgernerl nnd Risk iociors "

&esulfs ond Sufleo8<

{o*solidsted Stalements of Spenolions mnd eomprehensive lncome

Yeor ended December J I

?sx4 201 3 2012
5i ;e 11P1,5,','/,nillions of Canadicsn dol|,rs, . (a,,Ir / pr-l

-lr:iol 
revenue

Nel inccme cllributoble tc lhl S[orehoki+r oi l-iytlrc Onr:

Sr:sic crC fu1ly tliluleC ecrrlnqs per comrrcrr sltllrc lCcliors]

Cr.rsh Clv;CerrC:; per ccmmon slrore /riollor.sl

s,54&
7,49

7,31$
?.69S

T "3v5

6,074
803

7 C{^

2,000
| .1./.1

5,7'28
74!i

3,5 ?3

i i)75
red shcre dc/jarsiCnsh dividends or't !,rcior

eonsotridoted &slonce Shee&

s oi for;cdion oollcrst ?014 201 u ?01 2
Decembei 3i irnillton

Tolal cssels

ir:tol long-term ciehl

Prelerred s[ores

Nel 0ssels

2?,5$&
s,??s

3?3
t"94r

21 ,625
,,a57

3?3
7 ,415

20,8 r r

t\ t7Q

3?3

5 830

During 20i4, we ecrned rel income r:l $24g rillicn cnc ievefros ol $6,548 rniillon. w'e madc ccrpilai lnveslmonls lolr:liinQ $,],530 miillon

b" l"u"i in ile secircrs'AnrL;ol iiesulis ol Operclrons" ond "l.lquic1ity orcl Copiiol Resorrces'"

ln Auqus] 2014, wecompletetl the ucr.iuisrticr cl Norfclk l'ower lnc. lNorlclk Powerl, on eleclricily distributlon cnd telecom compcny locoled

in soulhwestein Ort.ric. Hyrlro ()ne l-,cs reer c proucl e leclricily distribulor in Norfolk Coun! lor decoCes, se rvirrg opproxirnclely I4,000

Ncrfclk Ccunty cusloners. the ccquisilion ol Norfuik Power enobies our cofirpony lo exlend our service tc lhe erlire Norlolk County crd n

further 18,00C distribulon cusiorner,\. We ore commilteci 1o delivering cosl-ef{eclive:ervice {or Norlolk Fcwer! clslomers ond we remcin

focused r:n pruCenl rnonoqerneni, ellicir:nl operntions cnd irnprcving the cuslomer experierce for everyr:ne we serve ln'2A14, we clso s;gned

1 6 HYDRo oNr ,ENNUAL REPORT ?ol4
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c,cr€em:ris io purchcse 1wo ir-cre lcrccl dislribrtrcrr componies (LDCs]. Wcods:c:k l-iyCrc l-lcldirgs lnc. {Woodstock Hydro) ond HolCimc"d
Counlv Ulililies lnc. {Holdin:oni Hydrol. A lull discLrssicn of the Norlclk lo,,^:er, WooCslor.k l-lydrc crnd HcicjimcnC llyCro ocqr:isilicns ccn be
icurC in lhe seclion "NewDevelor:menls in 20,l4-BL;sints:.-,rnt.rn.i .,r,:

ln cdcjiricr', we hcvr compieied o pr:rinelship.rrrsuclicr t,ith ihe Scrgeen Ojibwny Nolcrr {SONJ, wfnre fhe SON hosccquirecl c
ronconlrci inq eqLriV irrlerest in our new Iirriled porlnership, B2Al l;mileC Pcrlrrershi,r lB2A4 lP). A full discussion of lhls trr:nscction ccr be

lornC in ihc s--clii:n "New Develcprrenls rn 2014 * Business Combinoiion-. "

SYERVtSW
We cr*- lhe lorgesl eleclricily lrcnsmission und distribution compony in Onlorio. !,/e c',vn

cnd operole subslr:nticily oll ol Onlcrlo's elcckicity lrcrsmissrcr syslem, crccounling lcr
cllrcxinciely 9/7i of Oniorio's lronsrnission ccpxrcir,t blsed or revenre crppicv*d by the

OEB. Br:seC on cssels, cr:r lrcnsnission sy.slem is one r:l the lr:rgesl in Nr:rlh Americc.
Our ccnscliCr:led rlistribllion syshn is the lc;rriesi ia Ontcric cnC spcns rcugirly 75%
cf tle p:ovrnco.

&un &usimesses
Cur corlcri, hcs lhree repcrloble segmenls

s Cur i-rcnsrnisston Brsiress, r.r,hich r,:n5:ri:e: ile ccre i;lstr-esr cl proviCing electricily

kaisporl*licn cnd conneclicn services, is resporsible lcr lrcrsmiilirc electricilv
ihroughcrl the t)ntoric ele'ckicily griC,

* Our L:isiri[rulicn Bu.:ires-.. wi- c. ccrrprisrs ihe iore i:L:siness oi dellverng cnC seliinrr

electrici\, lo clslomets; ond

ffromsmissiom Susrness

T$tsl Assets
Docember 31,20.]4
lr, iliior,s of dcJlars]

C)ther

$?*5

* Clher llus;rress, whicl includes certr:in corporcie cclivilies crrC lhe oceroiions ol our leleccmmunicolions br:siness

2CI1d 2Cr3

DiskibL:llcn
$e.e05

I ectricil'y hc'rsritt*C 1l144ji
Ontorio 20-rrinL;k: .sysieir pr:ck cJr:rnorC fll\4{l
O:,tcrio 6C rrif Lrle sysiem peok demond /AlWl'
lblcrl lransm issicr lires spcrnirg iln province /cirr:uii.li/omelresl
Trcnsmission slolions /#l
ircrsnisslcr trcrrslcrmers l#/

T39"&

23,040
2?,7r4
?s,344

tq0
3,4.71

s,s00,s00

1, tA 7

24,957
? 1r ',)27

29,3A4

1,4t5
5,000.OccTronsmissicn clrsloneis loporoxintole #l

Syslenthlecl :lo jl:tic: rclrrie oreitninory iigur er: :or l)ecern'ber

l-Wi meors lercwoii'f rour:

l.lW nelrs marqow0i5

ccncJuciots, woorJ or sleel suppoil slruclures, lcL;ndclicns, rrsulolors, connocling hcrCwcre ond grounding syslens. \lle clso own 290
ll.tsmission slclions cnd over I ,z100 lrcnsmissicr lrrnslorrner:. Crr lronsrnission system operoles ct 500 kV 230 kV cnd I l5 [V nver

cl 46 LDCs, our own Cistrihulion busirresses, cr:r 9C lrcnsmission'connecled componies. lt is clsc linked lo live odicining iurisoictionr iirough
?6;nlerconreclir:ns, through whlch we con occ,:mrnodole eleclricily impcrls ol up to 6,963 MW, cnd eleckiciiy exporls ol up to 0,295 N4W
During20l4,ourlrcrrsmrssion yrlen, t,o.rsportttl ollfrroximoielyl3gBlwhol energythroughculOnlcrio.
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B2Al tp we o'vn ond opeir.rte subsicrticlly oll ci (Jntr:rio's eleciricily lronsmission syslern, oncl sr:rve , d;rec1ly or irdirectly, opproxiarctely

out Onlorio GriC Ccrtrcl Ctrlre.

ln 2C'l4, ne ecrned tctci trr:nsmrssror revenuos ol $l,5BB million, represeniing cpprcxrnrotely 24)t ci crr Jotol ?0lzl revenLres

Al December 3l , 2O l;1. our Trcrsoissicr Busiress cssels were $ I 2,54C milllcn, represenlinq opproximcrlely 56% of our loicl ossels'

Disfribution Susiness
2CI14 2013

tleclricily distributed 1o l lydro Orr: cuslorners [IWrlr 29.&

4?"4

l23.65r
! 
"s51,00s

I,026
1d.3S.32X

2r.8
42.5

122,853
I ,550,00c

1 ,0lz
1,420,374

flectricily distributed throrgh llyCro Cne lirres ilwh]' 2

ToloI distri[.;utior 1i*es spcInirc ihe prov nce fcircuit-kilonrelre'sJ

T.l ,.,lioa/ :io' ':l

Dislrihulion <rnd requicl rq slctlons fllf
Distribuli on clslomers /#f

Sysletrelolcd :iofi:lics Inclrdl ptelirrirctf ircur:: lor )-'cembet

Cirectly frc- ihr lISO.

l4,2o1srnoli generctcrs to opDrcximciell, 1.,1 millicn cl our:lrol cncl urbr.rn cuslomers wilhin Oflcrro. During 2014, r:pproximctely

42 4 lwir ol i:lectricity wns CistributeC th,orqh c,u, Cistribution syslem, inclurJing ?9 I f,^/h oi electricily Cellvered lo l-lydro Dne cuslomets'

{)rr corrr:Jidclled Di:lribrllor Busiiress lrcludes fhe disirib'oiion LLI:lressts of Ltut

subsidicrry Hydrc Cre N-'trvo:ks orrC lle rewly ccqurreC Norlclk Power' os well

os our subsiCrorios l-lyiro One Brcrnplon Neiworls 1nc {l-lydrc One Brcnplor

Nelrvorksl, c:C Hydro Crc llemole Commurilies lnc' {llydro One Remr:le

Communilies).

* l-lydro Onc Nelwlrks' rJislrlLruiicr l.rlsiness c'{"r.rles u lcw-ucliogl eleclricol

Cistribuiion reh,vcr!. llr':1 clislrlbules eleclriti! lc 
'usl'$ers, 

ircl'rClrg 23

lDCs nor ciireclly r:crnlcieC 1i: oLrr itctllsnlssion sysiem, 33 LDCs c-onrrecled

lc our lronsnissicn syslcn, 1--ll cuslcrnets r""ith lclCs exceeCrnq 5 Ml'l/'';rd

erpprcxincleiy I 3 nrllir:r r,,;'nl lnc-l ltbor r:uslomers'

* l]ydro One fironphr Nrl."vcr[:' cp*roies lhe ei:ciriciI clisiribrriron sysien'r

r:nC lcciillies wil!ir lhe City of Brornplon, Onlcrio' servinQ crpprcrirr-'clely

L5O OOO urbcl retoll cL.rsicrlrers.

?S i 4 $istribution Revenu;es

i:mbedded
L)islr ii:rtcrs

5%

1-orge Users
&%

Ge r:crcl
Servrce

?E%,

' l-lydro One Remcir fe6p;rif'os cpsroles l9 srncll, requloleC gentrctron

nr:c disrrlbLrtion sysrems in 2l rornole comn...lrnilies ccrcss ,orthe,n {)nrcrio lhct or-o not ccnnecled tr: onlcrics eleclricily gIid, sorving

opproxinrclely 3,500 cuslcmers

lr 20'1.1, we eornecl tct.l Cistrii:L:tlon revonues ol $4,903 million, includirrg cosl of purchcseci pcwer ol $:,alq nrillron, represeniing

opproximotely v 5y" t:f our totol ?0.l I revenues. At Dece nber 3 I , ?0 I 4, our Dislribuiion Business cssels were $9,805 million, rcpresenling

approxirnr:lely 43% of our lolnl r:ssels.

I I HYDRc oNE ANNUAi RIPoRT 2o1d

Residentiol
sl%



;!'iANAGilliN'i'5 DLSCISSTCN A\) A\A:Yi ii

0f&er Susiness

Our Other Busiress segmenl inciuCes 1ie cpercrlions cl cur subsidiory, l-lyir,.: One Teleccm lrc. {HyCrr: One Teiecom], which cperoles c

llbre oplic commlnicolicns neh,vork spornrnc over 5,COC kilorne,res |-ivdrr: Cre ir:lecom proviCes dcrk lihre ond lit flbte optic ccpo.i} ie

secure , hiqh'ccpcciiy connocliviy ocross numerolrs he:llh core locciiors in Criorio. i'lyiro One l:elecom olso prcvides leleccmmuniccllon

voice neh,vorks cnd smr:rl mele i- operolions.

h2A1 4, cur Olhrr Business sogr.orl conlribuled revenues ol $51 mill;on. represerlirrg cpproximctely l% cl our tr:tr:1 2Cl4 revenues.

Al Decenbe r 3 I , 2014., oui Other Business sellrneni osselr were $?C5 millrcn, .epresenl;rg opproximolely l% ol our tolol ossels.

$ur Slrotegy
Qur sgrpcrcie strctooy huilds on o,rr strong commitmenl io the Province 11j ;5 -.[rped L:y cur vclues. lt icys cui cr sel cf cbjeclives io posilion

cur compony lo ochieve our missicn crnd vrsrcn, whlch is tc be cn inrovctive ond lrusled compony delivering elechicily sclely, relicbiy ord
rlilciently io .recle uo]ue for cur crslorners. Our vtlues represcil our cc,e [,eiiefs.

* HeoltA ond safef: Nothing is nroie imporlcrnl thrr Ihe lreolth rnd scfety ol our er:rployees, lhose who wor[ on our properly,

cnd the publir:.

* excellence: We ochieve excellence lhrc".rgh ccnlir:ucus lroiniru, ensuring we ore prepcred crd eclipped lo deliver ilch-oLrcliry, *r:d

ollcrCoble service, rvilh i nlegrll.y.

* $tewordsiipr We invesf in oJr cssets ond people to build c slle, ervi cnmerlol y susicircbie electricily neh^/orL in c corimerciol nonner

e lnnovcliein: \ le iri:cvcle l!:rough new pro.essss, people onC lcrhnolcqv lc i:llcw ls lc llnd beiler wr-rys lo r.lreet the reeds

of our cuslomers.

We hcve eighl slrofeoic chicctives thol cre inexir;ccr'r:ly Iinked. rlcy drivc the luilillmcnl of r;ur missicr onC vrsicr: orC ersure we renrcin

lccrsed cr r:chievirll our corpcrcrtc gool ol providing s,:lc, rclioble cnr.l cliorr1cbio service 1c our cuslomers, todoy ond lomorrow,, wlrile

increosing enlerprise vclle lor or.lr 5lcrelrolCer.

* Creoling on infury-lree wor,{plcce ond msinicrining public scfef" l{ecrlth orC scfet,, mus} be irlegrcled irto cll lhr.ll we Co cs we

prevenlinq irlury, slcyir:!l scfe rnd kcepirr ecch ciher scle Wr vrill irvesi in bLr ld,rg c c.llure of occolrlcbilil, .r,..,nr rue oir ir ut

* $stis&ing our cuslomeri. We exist lo s*-rve our cuslomers, ond serving our cuslcneis rnecrs reCucrng cosls, iniprcvinq clslcmer service

crnd meelinq lheir expeclclir:ns regordi;-rg reiirbie pcwcr suppy. V\tr wili corlinLre lc locus orr ellorls to inpiove our reltrlionsiip wili
cNslornefs cncl to inprove orf c!slcrnels'strlisfoclron wilh ls. We *,ill rneel our conrnllnonls, ncke arsiomeis olr locus in cril plonning

eveiy crrsiomef inlernclion. We will develop onC Celiver lurcebd cusiom-or segnerl slroiegies, prodrcls cnd delivery chonnels thr:f will

respond 1o lheir lniquo reeds.

e Continuous innovolion. lnrovolicn represcrls crc of clr voiuer c;rd is crilicul to ochieving our mission crnd vision. We hove been using

irncvclicr oncj teclnoiogy lc bui C tle Ioundolion of our co,.,rpc,ry rs 11re uliliry of llre fulure. C)ver lhe nexl I'wo decodes, we will conlinue

wili noie copnb' iry lc mcncrge lheir power ccsls. The deveiopn*nl of lLe Advorcei Distribution Sysfem {ADSJ is o key elemonl !n or.Lr

inveslmerll in innovclion, os cre the inv*slmenfs we hcve nroCe, throl:qh our Corne rslone proiecl, in nexl-g€nerolion business lccls lr:

encble rs lo implemenl leoding induslry praclrces cncl lncreose produclivily.
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* Building ond mcrinfoining re/iobfe, offordoble irorrrnission ond disrribuli*n sysierns. Our lrcnsmissior strctegy is tc crcviCe cr

rcausl cnC reli;ble provir:iill qric lhcl occonmcCcles Onicrils emerginri generclion proitle, rnoncges or cli.e csssi bose cnC reets
demoni teqritemenls throuqh pruderl expcnsioir cri eltecilve mointencnce. Our cilskibution slrcriegy is locrsei cn ccntinuirg lo meet
tho chtlienqe cl providing re ioble, cllordcble service lo our cLrslonefs ln o wide rr:rrge ol oeorrrophrccl reqicn: cirC rlimcte ;cnes;

expecioions reqordinq reliob:1i1,, in pa,t throrgh cu' inveslmerr plcnnirc procsss, which sioris wirn ihe idcntiftcc;lion ol lssni olcj
crslomer needs.

e Proiecling ond susfoinrng fie environment tctr {uture generolionr. Consrslerrl wilh olr vclr:e cf steworcJship, we plcy o crnircl role rn

reducinq Onlcric's cor!:cn fcclprinl ihrcu{.ll^r lle delivory ol cleon ond renewcble cnerqy r:nd ihrcugh irecsures thcl cllow our cuslomers
I ^ r u;, : I I l,

* C&on'rpioning peaple ancl cullure. We believe our prirncry slrength is the ccprbilit,, ol our people. ln crCrr lc srstcir lhis or,Jvonlcee,
we wili conlinue lo odCress lhe rssues of ccrporcle cullure, lcbcL;r demcorophics, divcrsiiy, developnrenl ol r:riliccrl core compelencies.
crrd skili cnd kni:wit,:dge relenl;o0. We will t-ontinue tc Ccvelcp c cuhur* cf cccountcblllty ond trust cs o key co0rpcnefl tc lostorinq
enrployee erqogemenl. Oi,r lcbour.ltrojegy is to ccnsolidaie ond clcriiy cur cr:liective ogreemenl-!, ircreose llexibilil, cncj reCuce ccsls,
cnrl mcinlclin o progressive reiotio;rship wiih olr lnicns.

* &'lointerinrng o cornnrerciol cr:liure tfic:i increoses volue &r our Shorelrplder [cr the delivery ccrnpcnon] cf i: crslcmer bill, we rire
cornmitl*'d lo mo nrr;ininq loicl r:rrLrrl biil imprcis lcr cr cveroge resicJeniiol cusicmer cl cr belcw, iho rclr: of ir-llciion, r:nr1 delivering
income ond div;C*'nCs tr orr Shcrehclcler. Vr/e will pursue qrowih opporlunilies lhrough IDC ccnsr:lidrlicr to ircreose the enterprise
volue oi our compony by leveraoirg cur- exlsline cssels, lechnologies, ccpobiiiti*s, unpcrrcrlleier! experierce ir IDC ccquis;ilicrs, ond our
rlistr ibllion onrj hcrnsmissior footprrnl.

* ,AcAieving,oroduciivity improvemenfs ond cosf-effecfiveness. h cchieve our nlssicn lncl vis;on, r.,yc mLjsl colslcrnliy slrivo fo:

pcrliculor, io cchievinq vclue l:cr cur cusloiNers onrj oL:r ShoreholCer.

Fec'$*rrmanee Messqrre$ emd Yerges$

eighl al l4 peifcrncrce me.rsure lcrqtls. Overcii, we ore nokino Drogress krwords cclievrnq ,rcry ol clr slrclcgir: gccl;.

f nfury-free &{or&ploee

worked k:r lhis mersurr. !\/c cxcee.Jel lhis icruet.

$ofis$yir*6r s./r e{,,sfomsr$

encounlered due to the implenenlclior in AAoy 2C13 ol clr revr Crstomer lnformr:tion Syslen {ClSJ.

* Cuslomer Sotisfcrction * kansmission

I'hls mecsure is io d-'lerrrine the rlegreo io wiich our ircnsrnrssion cuslomers cre s<rlisled wili: ihe rervice they rerei,re ilnr cur coinpuny.
It is lrcsed on survey resulls ol c!sior'rier surveys conCucied r:n our componys behclf by indepenCent thirC pcrlies. The survey is given lc
ihree mr:jor groups ol tronsmissir:n {:lsloiners tt 2C},,t, we ic,icle:- c tronsmrssloJt cusiomer soiisloclion rure r:f B4% V/e d;d noi meei
lhis icrrget.
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" Cuslomer SstrsIaction - Dislribution
Similcr 1o the :tcnsm;ssion cuslorners, \!,e :rirvey cur Cisiribu:rcn cLslomers 10 ossess li:e degree io whith thev r:re sctr$f:eC wrih l.e
service lhey recerv* lrom oLr ccmpony. The resulls orise lrom surveys conducleC on our compcnys hehcll by inCependonl lhir"d parlies.

onrruoi sctlisk:clion surveys cnd tie meeling r:l CEB rnibsk:nes, respeclively, lcr ther lhree so!r-nerls. fcr 2014, our .onrpilny sel c torgel

c Conneclion of lrlew Cuslomers

This meosure relcle.s io dislrir:ulicn lcw-volloge conneclions lhcl i.s repcrted lr:nuclly lc 1le O[3. Ii cdCresses our cuslomafs' needs fcr c
specilic oncl lrmely conneclion dcte ,:rncl cssesses cur elits;11;y ir r:onnecirng irerv clslomers. lt mecsurr:s lhe percentoge ol ccnneclicns
fi:r o requeslei new, .",orvice {< 75C vcllsJ The ronneclron nrusl be compietecl within l;ver brsire:s icys lrom tl-re icy on which oll
oppliroble :ervrce conclilions cre sclislrei, or cll o ioler dni* ogre*r lpcn by ihe cusrorrer oni our compcny We ser a 2A14 tcrrq*l ol
90%, which we exceeded.

* UnscAeduled fstimsted Srls
With respecl io Ihis meosure, we seek lo ltcck our ccrnpany's ubiiiry to provide occurote bills to our custorners. We irack lhe percenlcge
of lok:l cuslcrner,q lhr.:t hr:ve receiveC unscheduleC eslimoles in r:ny billing perioC. Our corr]!cny estcbiisheC c tcrael oi 1.87i, ol ol bills
for ll:s n:erslre. \.1,/e exteedeC the loroet.

* ,Vo Eill Yolume

Nc bill voiurre is o cusloner serv;ce meosure reloted tr: our compcny': rbiliry tc prcvide iinrey bills to our c-uslomers. This meo:ure lrr:cks
lhe number ol cuslomers who hove noi received c bill in three cor:secLrlivc billinc periods. Our expec;lolion wcs lc reoch n vclrrre c,l

8,000 no'bill .,..rsiomers b,y Septembcr 2C l.rl, cnC sustoin lhis ievel beycrd thct ir:le. \&'g rxceederJ rhis lrrgr:i

eom*in crous fntprovemenf ond fssr-ef&rtivefi e$$

As pcrl r:f cur slrcieoic objociives 10 incroose prodlctiviry througlr ellicierrcy impraver:erls ond ellective rcncgemenl cl cosi.s, DU. compony
rneosLres lronsnrissicn unil ccsl cnd dislribution unil ccsl onC seis lcrqels for lrrose .csis. liegcrrCinc lhe moinlenonce cnd reliobiliry of tlre

of Onlcrio! eleckicltv grid. ir 20 11, we conlinued our focus on this slrolegic priori\ by;ilvesiinq tr th,- key o5sets ol the electricily d--livery
sysierr cnd Lry opercting the exislinc sysien for clsionerg in c scle. relrcrlle rnC efitcisrt foshion Olrr ccnptny is con:ricus; rlrt:i ccmnerciol
cuslorners of cil sizes require reliclrlt scrvice lo ollow tlrem to de liver thcir producls r:rd scrvices cn'l thcl cuilofie.s' expeclolior.ts ore

auslomer inlerruplioits.

' Ircnsmission Unii Costs

Ior 2014. oncj exceeded the icrr:eJ.

' Disinbufon Unrl Costs

sol c ioigel t:f 5.71", buf Cid not meet this tor{iel.

* Cuslomer lnterruptian Duralion * &onsmission

tcmuliiple'circrilsupplieci deliverypoints.Ourcompofyl'rcsselctcrgeiorSgmrnutesperieliveryplinflor20l4 During2C14,
our compony wcs cwore thct we wr:ulC miss lhe largel, whicir wcs nol inCicclive cf degroCino rel;cbility, but rr:ther c resuil ol
relurbishing nging ussels. in dcing sc, lhis resulled in occosicn.s wi-ere iorC wilh r: rruliiple-circuil supply wos ploced on single si;pply
lo c.rccommodote ihe work proqram. This exposed lhe syslem lo inierupliorrs il lhere wos o lcss ol the sir.lgle supply. Our cornpony
delerrnineC thcl il was ir'rporlclnl lc corlinue wiih lhe mnirrlenonce progrcrr-r1 even ll lhis would resull ir nls:ing lhe lurg":1. L)ui cornpurry,
ir locl, Cid noi meel this t0.get.
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o Cuslrmer lnterruption Durcrlion * Distribulron

oxpoci lo experience in tle yeor. This meosure exclldes larce maieure events cnC lcss oi slpply event.r ieveris ccused by llc lrrrnsmission

svslern or clher diskibulois). Olr cr:mpony sel o largel of 6.2 hours per cuslo.lrer lcr thrs meosure. lrr !01{, there rvere numerous sk)im

ovenls which were nol cor:siderecl force mcieure evenls r:nd conpcrclively more equiprrent oulcges thct resulled in highef thorr normcl
.Lrslcmer inl-.ruplicns. ln lhe clrcumslonces, we did not m*et this lorget.

&tainfoining $ Csmmercrol Culfure

o A{ei lncome

Achievemenl of .-.lrcrg fir,onciol perli:rmonce is meosured by o p:erlormr:nce mecsrr-a cl tcrgsted ievel ol ner lnlom: oller lox.
our tcrgel wcs $668 millicn net income clier tcrx for 20 14, cntl we exceeced cr.lr rorgci.

* fuslomer Servire &ecovery Cost

As o resuil ol bllling issucs thcl orose korn lhc rnplemeriatior ol crr ncw CIS in 20.13, the cllects of which become cr:r:e ir ecrly
2A14, otr compclny estoblisileC lhe cusicmer s*rvice recovery proieci lo dedicole stofl tc iesolve orisionCirq ori cry rcw iiliinq issues

The pro]ecl wos tonplcleC :rt 2C1'4 cnd the CiS i.q now in susloinmenl mode. As lhe cosls ol th* cL:sii;ne: servil. r-..-,.,y prulcc,
excee<jed the lorgel, our coixpony Cid rol meet llis onlicipcted tnrqel.

. in Scrvice Copital- Ionsmission
'lhisnewmecsurelcr?.Ol4ovclucleshowourcornpcnylsrneelirgtheOtBlorcelsforin-servicecopitol 

Forourlrcrrsmissrcnllusrness,
lfre 20 l4lorgel of B5% oi:in-service copiii:1 1o ort business plon is bcsed cn hrstorical perfofmoirce, our incrcosing ccpitci ,,.,ork

progrom, cnd the cdditicnol vcriobility cclseC i:y exl*mol ccnmilmenls r:lrrd required opprovcls. Or;r 20 1.4 resrli s,lcrvs thirt olr
conrpcrfiy exceeded lhe tcrget.

' /n-$eryice Copitol - Sisfri$viro*

perfotmonce, with cdiuslmenls to rellecl thcl our Distribuiior Business hos more slorn-rek:lec ccoilol s;roniJinrtr llrr:r cur Trcrsn:is.sicn

Blsiness, os well cs lhe perfornronce ol r:ur smcrl melei cnl distributed gen-^rrlion ccpitol wcrk proqrcr-rs. (lL;r 2014 resull wos beiler
thon the torgel.

&€&&rtAT!0t{
Orr Trcnsmission trri Distribution Brsrnosses nre prrmcrlly regulnteC by the OFB cnC tle Nrtir:nci fnergy Bccrd lNt3).

Frovineiol Frsrmewerrk

hisbriccl ovarcge or loreccsled neecis.

The OIB opproves both the revi]nue requiremenls ol crncl lhe rc1,-s chcrged hy o:,r reguloled b:rsinesses. Tirc rofes cre designcci 10 permrl our
businesses lc recover the oliowed cosl.s r:nd fc ec::n o lormrlo'hosed cnnuol roie cl return on our comnron eqL;i! by cppivirg c soe.illeC equii.l
risk p:renriunr 1o lorecosied inleresl ICles on long-lorrn bonds. ln cddilion, ihe Ol,B .:rpproves rcrte riders to oilcw:o: lhe reccvery cr Cisposili;n ol
specific reoulolory r:ccounls over scecifrecj l;nekcmes.
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Dislribulior Busrrrosses, cs well as [:y Hydro One Remole Communilies, heginnilg rn,]ti ihe yecr 2C,l2. Up to the yeor ended December 3I .

lriernclioncl i:irrrr:!ol (eccrlrng Sicndoris {lt1lS) boginningl orrJcnunry I , 2C 15.

Renewed &egufafory Frsmework
lri Decernber 2ClC, llc CEB ;nitt:ted c coordinr:led consullaiicn process lcr lfre develcpnerrl of cr Renewed Regulotory Iromeworl fcr

[leckicilv {RRFEi. ln Oc]ober 2C 2 the (;IB ssu.d il. rccori A ReneweC Regulolorl, frr:,"newcrk far Electrlcity Distributtlrs: A Performonce

EcsedApprcoch Tns reporl idsntifieC three rolo-seiting models cvoilol-,le to provii* choices -.uitcbl* lcr drstrlbltors hovino vorving copitcl
reqrirenrenis. c iolrrh-generoiion lncenlive Regulcliorr AAechonism 1lRA4J, c cuslcrr role selling; crrd cr Annuol lncenlive Rote-setting lnCex

melhcd. The reccrl ciso provideC inlornrclion cn perlormonce meosuren.leni, conlinuous irnprcvemeni ond implemenlotion of the

new lrornew'cri.

ln lcie 2013, th*'CIB issued ils Report o{ the Boord an Rote-setting Porcmeler-s ond Eenchnrrr(ing rrnder ihe Renewed Regulatory Framewark
Ior Onlorir:s ilecfri:tty Drstr.il,utors. Ihis report sets oul ihe OEBs ooiicles cnci coprooches ic tre rcie adiusi.nent porcmelers for incentive rcle
sotling ior eleclricily CistriL:L:lcrs cnd lhe henchmorking ol eleckicily Cistribr:tor lctoi cosl perlcrrnonce. lt olso includes the OtBs delerminnlion
on rcit or!1,;slmeri porcrre ler u,:lres lcr 20 1.4 inccntive rcle :e11irre, whrch vvor* lstd io oCjust l--1ydro One Neh,vorks' 20 ll. distribution rctes.

Sederql Srsmewor$*

operclicir ol inlernotiorcl power i:nes {lPls). l-lydro One Neiworkr owns crC operiltes IPLs wilh New York, AAichiqcn oncj AAinnesok:, crd is

irbieci tc scverol Nl:B'irsueC cerlilictles cnd r:errniis Aci:ording io lhe Nf8 Acl nr:y n'rurlilitutio:'rs 1o cn lPl requiie NEB cpprovul.

The crCers lil recuire; llydrr: (ire Nelwork.s, os ihe owner of such lirr-.s, 1o cr:rpiy',r,rth sr:*ciiied Noril-r Americtrr Iiectric RelicrLli1it1z

Corpcrclicn INITRC] rnd Ncrtlreost Pcwer Coordinoting Courrcil lnc. lNPCC) rel;cbilirr. str:rdcrds, {ii} nrondote cerfoin reporfing requirements
cnd {iiii cofloirr provi:rons fcr llL cwrers lo seek exemplions. ln A.4orch 2C13, l-lydrc Cne Nelvyorks submitied to the NtB o declorotion of
romS:i crce cril c requesl ior ;ndeiinite exe mplions frcm o llst oi stcndcrCs frit ic rroi cpply lo HyCrc One Nehvorks or to the lPLs il owns.
C)n l\cvenber 13, ?C13, the NtB qrcrnled Hydro One Nehrycrks'exemplion requests, wilh sorne minor exceplions. Hydro One Nehryorks

rrcirlorns conplorce rw:tl rll rpplicr:ble N[B orders cnc] seeks opprcvcl ior cil cporopricle oxer-nplions, os required.

NERC Criticol lrircstruclure Prcleciion {Cyber Security) stcnclords cre iesigreC tc ensure thot ulililies cnC olher Lrsers, owners, crnd operclcrs
ol the blik pawer syslem in Norli Arnerico hcve oppropriole prccedures ln ploce io plcteci criiiccl iniroslruclure from cyber cltock. As o
resull, cur pirysiccl, eleclrcnic cnC inicrmalion securrly processes hcve beer upgrcded lo rneel more sllngenl securily requiremerrl: ri crCe. lc
ne€1 l!ERCs iequirenenis. ih,- NIRC Cyber SecurihT slcnc]crds were upcirlieci cnd revised in 2013, resulling in odditionol work, eliort crnC

cssocioleC cosls |or cur corNpcny. We cnlicipole lhese costs wiil be sprec<j over c number oi yeors, cnd expecl lhct lhey will be recovered ,n

fulure roies.
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Kegulofory Froeeedix'lgs
ilre i;llowinr; ioblc :ummcrizes r:lr cotgary! rrreni nlnior relulolory pri:ceedincs.

&pplieofion Yesr{s} Type Dste Filed e urrent Slstus

Eleetricity Rc$*s - Tronsmission liate Applieolions
iydro One NeMcrks
ilydro Orre Neucrks
B2M tP

201 3.-201 1

2Cr5*?0lb
20t5

Cosl cl-ser vice

Ccsl'otservice

lnierinr

A,ty 28, ?0 i 2
Seprenber 16,2A14
Octr:ber 24 2A1 4

OEB decis rori receiveC on.]crucry Q, 20 i A

OI3 rjecis,on received on Decr.mber 2, ?-i)i4
OIB decisicn received or Deci:mber I l, ?014

Ele*rieig Roles - Distribution Rsle Apptrieotisns
Hydro Ore Nehryorks 201 4 IRAI

(]sicm
April 26, 2013
Decemher 1 9, 20 I 3

sion received Dr:cenl*r 5, 20l3(,fB.1,,,i
i-'ydrc One Nefuvcrks 20r5*2c19

llydrc One llromptcr Nelrvcrls
Nyiro One Brcrnpton Netrn;j<s

I-lyCrr r)ne Remote Commurities
|-iyCrc l)ne Remore Connurrt,es

2C t4
20 rJ

?A ),4

?c r5
IRfui

IRM

tjl,\4

1.-'ost'of-service
August 14, 201 3

April 23, ?014

Oclober 25 ?A13
Septer"ber 24, 2C)14

OIB ciecisron rriicipoied in 20I 5 e I

0[B decisicn cceivuJ December 5, 2013
O[:B decis]cn rec=iv*1 cr..lr:rrlr,7 I j ?0 I 5

OIB decisicn rerr:eived Mcrcl li, 20 1.1

{)[E decision r_rr:liciptried ,n 20 I J e i

Merqenr Acquisitions Amslqsmqlions ond Bivestifures Applicclions
l\orlolk i'ower n/o ACeLll,srirar-l April ?6. ?0 13 CEll dec\&codstock l.lyCro

i'loldtmcnC l-Jvclro

lsior rcr-i.:rvcc1 .]r.rly .i, ?0 i ,1

r'/a
a/c

Acquisiiirr .luly !, 2C 14
AcqL;isilion )uly J1 ,2014

OIB decis:or cnlicigcrir,.C lr 201 5
OEB d*cisior cntiripr:ied rn 2015

Leove to fonstruct Applieati*n
Sr.lppiy to fssex Colnty irorrsmission
Re ir:ftrrconrenl ecl il Seciiorr 92 22 ?a1 t , \]l'-D O.- S r ,r i.trti r I ir: 20 i5

tcr:r ()nlcnuo11,'i,?0l4,theOi:Bopprovr:dti:e 
clro{t Rctef)rderlo.20l4trtnsnisrronrotr:sosiiJed

StreefrJeiryr &r:f**

rcpcr:irl c;:o ccmpo.oiive periods.

Rpp

Effertiv* 0ote
Tier Threshold {kwf,l Tier lta$es

Residenfiol $lon-Residentio$ {.ower ?ier l Tier ?November 1 ?A12
i\Acy 1, 2C13
November 1,2013
A4cy i,2C14
Novembor l, 20.]4

t,000
6CC

r.000

754
7 5{)

7 5C)

75A
750

74
18
83
86
88

B7
at
q7

l0 t

10 3
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10u RPp Reles
[{fuctive Dc** 0n Peok *tid Pesk Off Peok
\lovember 1 , 2C12
lloy 1,2013
Nove;:rher l, ?Cl3
A.{cy 1, ?014
November I 20.]4

.,/
))9
tJ -)

14 0

9S
10 ,{

10I
112
il4

63
b.7
72
7.5
77

lror lhe reqirircmenl lo move lhese cuslomers lo TOU pricing wr:s cpprov*-C rrtri Detenbrr 3 I , ?0,1 4.. Or Decembe t 1 , 2a1 4,i-lydrr-. One
liled o reque:l wiih ihe CEB Icr r: five'yeor exempiicn extersicr lor i 20,CCO hcrC-tc.,eocir cusicmers ond reqr;esled perrnissior: :o ilirjr.cle

lhese meler.s. An OFll l-k:aring on tiis mcll*r hos ccnmenceC. Tle O[B issued cn interim Der:ision g;rcntino on exec]ptron extensicn urlrl
june 30, 2Ol5 cr uriil c flrcl Ci3 Dec;sion is rssred

CL;slomers ,.vhc ore rct olroible icr the RPP c:rd wholesole custorners

pcy lhe mcrkel price lcr r:leciriciiy, cclirsted lor the dillerence bei,veen
rrcri<el pricos cnC prices poid ic generctors by the lllCepenCeni

[leclricihy Syslem Operotor {i[5O) under the fbcrricrir,Aci, ]qqB.
The IESO i-s responsil:le for cversee ing ond cperoling the wholesc]e

eleclricit'7 mr.Irkel, os w'e]1 ns ensur:ng tle reilobiill, ol llre inleorofed
power syslern.

eornpositiom o$ TCItel Sill for
Typiccl Residentiol eus*omer

L-'ebl Relirenenl
Ch,r r,re

Requlatcry
Cl'c rrr:s

370

A typiccl residerli:l custcmef crns!rles 800 kwh ol electricily
per montL. lhe totcl i:ill lor cr typicol r-^sidentiol cuslomer consists

of the lollowing. eleciricily uscee ciorces bcsed or: iiPP rcic.s;

eleclricily delivery chorges bcsed cn Ol',B,cpproved disiribrlron rcles;
lronsrnission poss'lhrclgh chci,ccs lcr lfrt usoce ol lhe lrcir"r, L.sr.r,

syslem; regulctory ch<rrges. w.hiclr irclrrjc whclescie morkr:l costs ond
ruroi onC remole rllle piclecl,crl urrctif ls. th+ clebl reliremenl chr:rqe;
onC lhe hr:rmcni;ed scles icx il-lSTj

lrorsmi:slor
lll l'I :l \ al ,

6%

Trsr?srnissfo$ &ofes

cpproved by ihe OIB lor c]i kcnsni::ers o.r.ss Cntc:ro.-lt-,e OEB rrte-sctlinq process is c-, riqorors lriiciol prccess bcsed on evidence, ond

lpproved revenue leqlriren:e nl lhci provrCes lor cosi recovery ond c retur:r cr our connlr eqlirri.

* Hydro Sne llehrorks
ln AAoy 2C12, we lilecl o cosicf'ser'vict rote o;:plicclicr',,riih lht Ol3 lcr o,;r 2Cl3 cncl 20 ]l lransmissicn rnles l-he cppli.ciioll
scught OIB o pprovcrl lot revenre requiteme nl ]ncrecses of o ppioximcte iy 0.6% in 201 3 crnd 9 . i% in 20 I 4, or eslimrlecl increcses
ol 0% in 20 l3 crncj O./%ir 20 l4 on r: hypicnl r*-siCenticl cuslomer! iotol bill. ln Novernber ?0 12, we subrnitle| c <jrnll Rote Crder.
wh;ch incluCeC tevcnL;e tequirenrenls of opprr:ximcteiy $ 

'1,438 
million nnrJ $ I ,528 mill:on lor 201 3 cnd 2C14, respeclively. Fcr c

fpicol resideniicl clslc;met, lh;s represenis no chorrge irom lhe 20 l2 OtB-npproved rcie level: ir 20 13 crrC c 5.8% increose in 20 I4
lor llre lrcnsnrission porlion of the [:ill, or no chc,nee lor 20'13 ond on iecrecse ol 0.5% lcr 2Cl4 when ccnsidering fotr:l L:ill impoct
ln Deeember 2012, tfu OIB cpproveC rhe 2013 ond 2014 fronsmissicn rer,erue requirernents os requested. The 2013 Ontcrio UTRs
remcineC unchonged ot lhe 20 I 2 levels.

.ls'a
Im

Delivery
Chrrgcs
34%
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C)n December 6 20.i 3, wo submified c drcl Role OiCer lor our 2014 lrcrnsmission rotes. The 2014 reverlc rLqJLrerur inLj.osct,
lo $ 1 ,535 rrillior irorr lhe origrnclly-opproveC revenue req;iremcnt ol $ 1,528 million, primrrilv Cue lo crcnqes ir the r:osi r:f r-opilol
pcicrnelerslor20l4releosedbytheC)EBinNoverriber2013 CnJon.oty9,2O14,ihe OtBcpproveCihedrnliRrreCrde. lor2A.,t.
lri:nsmissicn robs c;s flled lor-c:.ypicol residentiol clrslcn"rer, tlris repre:enis lr increcse cl 6.i)%in 2014 ior lle trorsnission portior cl
tLc b,ll, or C 5?/" whcr considering rotol bili impoct

On Seplernber l6 ?C) 4, Hydro C)ne Ne\ruorks frlecl its r:pplicciicn, ev;Cence onj S*tllenrenr Agreenent wrth ihe 0[B in sLLpport
oi propcsed lrcrsrnission reve nue requironerls lo be implen:eniod on.]cr;ory , 20,l 5 ond Jonucrry 1 , 201 6 This cpplicqticr is
pursu.rnl 1o c ccmptehensive Selflemenl Agreemenl hetuvren ihe slokeholCers onC l'lycro Cne Nehvorks. Or ]r:nrcry B, 2C lJ, lhe
OIB r:pprcvecl the llyCrc One lronsmission rolcs revenue requiremerl, excluCing lhe B?M lP rev--nue requirenent, Ior 2Cl5 cf
li1 ,477 miilionci.lrj rhe?Cl6revenL;ercquirementol gl,5 l6n.rillion,sLrbjecloncJfr;slmentsforihecosiolcopllr:l pr:raneters For
o lypiccl residenlicl cuslcnel this represents increoses ol 0.4% in 20,l5 onc.l 

-l.4%,n 
2Cl6lor the tronsmission Doriian oi the bill or

;ncrecses ol 0 c3% in 20-]5 and o l% in 2016 when considering hrcrl bill impccr.

o &2tr4 l"P

opprovo for o reverue reqrirernenl of $4 I n:iliion in 20 
.l5. 

fhis rote is equal lo lhe ornci:nl incirdetl in Hydro tJne Nelr.vorhs'
ircnsmission rcles lor the Brlce lo lrAiiicn llne ossels, resuiling in no chr:nqe tc overcll UTRs. The irlerin licle Crder wos npproved
by lhe OFB on Decen'll:er I I , 201.1. l]2,4/ ll wcs dir-ectecj tc l;le r: luli cost'ol-servlce cpplicciion Ior lincl 201,.-: iic;nsni.ssior rr:;tes
by April 1 , 201 5

A llll discussic:r cf rhe 82,\A |P lrcnscciion ccr: be founC in the seciiorr "New Develcpn:enfs 1n 2014 - Business Combinolions.',

&isfri&vfion ffofes

reccvory cnd c reiurr on oiir corfimon equily.

* !'lydro 0ne Nehvorkx

lnJune 20 l2.HyLJroCne\elr,vcrksiiiedr:nlRAlopplicnlionwiththeOEBfor?0 l3riistribrtionrotes,tobe eliec-t v;,1;1uur / '?.C)3.
ln Decernber ?012' lhe tllB lssued c lirci Rcte Ordcr, which resultcrj in on incr-oose in distribriicn rcries cl rpproxirnorely I li% il
20 13, or 0.4% u,hen consiCertnq totcl biil inpcr:t, ior o typiccrl residentiol crstoner.

OnApril 2$,2013,ilyclrrC)neNe\ruork:liledonlRA.4cpplicotionwitirheO[l]fci20l,idisiribulonroiers.iobceliertrvrlcnrrrv r,
?Cl4 On Seplenber ?6, 2013, the Ci-B issued n ;':orliol Decisicn, cpproving c rtrte rcler tc reccver a 2A1 4 revenuo re.-1uirerNerl
al $29 ':rillion 

for opercrlion, rncinler;cnce crnd odminisirotior expensrs cnC ir-service ccpilcl cc:is cl lhe ADS proieci, whir:lr will
mocierrize our rJrslibuiicr syslen C)n Decer,ber.:, 20 13, fie Ci:B rssued it.r linll Decisron, wh;ch resultecl ;n on increlse r:l dlskrbrtton
roles ol cpproxi.-rcto)Y ?.17" ir 2014. cr C.g57l, rryier ccrsidering totoi bili impoct, lcr cr hTpiccl residentirl custorner.

On December 19. 2013, rydrc(lne Neir,,rcrks iiled o 201-5-2019 rJislribrtion cuslom rcte, cppliccticn wiih the OEB, |or rotes
ellectivelcnucry I cl:cch ltslyecr Ihis opplirtrlion rs o lrvevcar cuslom role cpclicoiion submiled lnCer the OtB's RRat,, orc ics
been cuslomized tc ll; lydrc Ore Nelrvc,ks' specilic circumslcnces, which necessiloie significcrri r:uhiyeor lrveslrneris We ure seekinrl
{)EBopprovol lordistribuliorrrevenreiceuirernenlsol $l,alSmillionfor20l5,$l,523millicnfcr2Ol$,gl,5Zgrniilir:nior20ll,
$I,5l5miliiorilor201B.oni$I,560millionfcr2019 If thecppliculioniscrpprovedosiileC, lheresuliinEchcrge rcrledt:rriburicr
porticn cl tl,e bil loi c lypicol residentici cuslcmer will be cpproxin:cteiy c 1.4% Cecroose in 2015, 3.8% increose irt'21) jb, ?-.37"
inttense irt 2417, L2% increose in 2018, ond 2.6% increcse ;r ?Clg Wher consrr:lering toial biil impcct, the resultirg chnrop ,.^/1ll

b*r:oprcx;mol"':lyo 1.5%decreosein2Ol5, l3%ircreoscin20l$,0.8%increc:se trt2A't7,0..4%increoseinl0 lB,cnCCg,.r.
increose in 2Cl9lcr c \'picci residenlioi customer. A lechnicoi conleience, c selllenenl corleronce oncl cn C)rol llecrring tool p[ce in
lhe lhilcl quorler cf 20 I 4. On Decenber I B, 20 I 4, lhe OtB issued o Decision cnC tnterm Rufe Order opprovinc the 2O I 4 disrributicr
roles os i.lerinr 2Cl5 rctes eflecliveJcnuory l, 2Cl5 'lhe 

OtB olso opproved lhe discontirruction oi the collecticr ol reve6ues lor
the provinciolly Iunded portion ol renewchle geflerolion conneclion invesimenis ol opproximntely $20 nlillion per yoor from rotepqyers
e{leclive Decenrbei 3 I - 20 l,x. A lincl Decision or:d Order from the OEB is onticipoted in the first qucrter-cf 2C I 5

26 HYIRO oNI ANNUAT REpotr 20i4



trl rr. \,{G : lL/, : \ i 5 ) r 
-! C I ; 5 S' C \,{ \ ) t \ A iy_! I S

, Hydro One Eromplon Nel.works
ln Aug;s1 201?, iiydro Ore llrcrpfon Nelrvorks liled cn lRA.4 opplicotion with ihe CrB ior lilj rJislrii:ution rcies, to bc eifective
.Jon;crtt l, ?Cl3 1r December 2c12, the OEB reiecsed o D*cisicn llrot resrlteC .r cr ,nc.ec.:e rn disiribuiicn roles ol cpprcximnlely
0.3% lor 20.l3, or less lhon 0. l% on lhe overoqe tctci bill icr c \,picol residentiol cusloiler.

Lr Auqrsl 20 13, ilvclro Ore Brr:r:plcn NeMorks l;led crn lRA.4opplicolion with ihe C)i3 lcr 2ll4 Ctslrir:uiio, r.ies, io 6e eileciive
.]cnrory l. ?Cl4' On December 5, 2013, rhe CtB relecser-l o Decisicr thcr res;lteC ir c recl.,c1i;n in ciskibu:ion rr:tes oi r:pprcxrmctely
2 3% lor 20,i4, or c 0.5% reiuclion on the cveroge totol bill lor r: typiccl resiienticl cr.rstomer.

On April 23, 20 
,i4, 

l-1ydro C)r:e 13rcmpion NrNorks liled r: ccstof-service oppiicolion wirh ilre Cl3 lor 20lj dtslriburion rates, tc be
efleclive.]cnucrry T , 20 l5 citer L:eirg in cn IRAA opplicclion periorJ lor three yeris T.e 20 iJ iislribuitcn rnte cpplicciion wos seek;ng
lhe cpprcvol cf c teverue reqLiiremenl ol opprr:ximotely $74 million for 20 15. In its cppiiccticr. l{yc1ro One Llrompton Ne[^,orks olso
requesled O[3 cppr<;vcll lor reloi] lronsmlssion service rcles onC the cpnrovrrl ci rrre riiers to .1irp,rr. ol certnin deferroi ond vcrricnce
occcrrr"rls A porliol Setllemenl Prcposcl wcs Iiled willr lhe CEB ond lfre r-rnsettled i-ssues were h,,,,,,i by the OtB in cn Ornl Heorinq
inocloher20l4 onDecenrberlB,2C']4,iheotBopprovedcrrevenuerequiremenlol$22nilltcn.The reducticnoi$?millionis
rnoiniy oiribllcble lc upr*:les lo lhc cosl of ccpitcl porometers, operct'or, rnciirrorcnce orC oclninisirrtior, orcl depreciolion expense.
for c lypiccl residenlicl customer, lhis represenls on ircre.rse cf 4 57" in 2Cl5 lor rie distribution portion ol thC) hill, or 

,i.6% 
wher

cosis since liydro One Brcmpton Ne\vcrks' ]osl coslti-se rv;ce opplicoticn in 20 I I . On.]orrory I 5, , 01 5, tne C;B issued ils f irol
Rcte Order cpprcving the r:pplicotior.

* l"lydro One Rernofe eorrrnunities
ln Septerber 2012, Hydro Onc Remoir: Ccmmuniti-.s fileC c cost-ci-sorvice oppiicciion wjth the CIB for ?Ol3 Cistribrricn rafes,
seekinq opprovol lor c ?Cl3 revenue t*qr:irererl ol $53 nrillion. ln Auqust 2Cl3 :he Oi,B is;ler] c fir;ol )ecisio, approving o revenue
tequiremenlol $51 rnilliorrrrl roleincrec,seol cpproximotel y3.45%, witlcneiiecilvetlcte of ruoy l,l0l3
ln Cc:cber 2C:ll, HyCro ore Remoie Ccnmrrnilies fileo cr lRr\A cppiic;licr with ihr C[.8 l:or ?014 t]islribuiicn rote.s, seeking cpprlvcrl
fcr o rcrle incret::se of cpprorinrr:tely 0.48%. On Adcrcl^r I 3, ?014, the otll crpproved on increrose of crpproxinctely Ll% ro bcsic

0!B! updcieC rcle odlrsimeni porcrlreters.

Cr Sepiemier 24, ?c14 , Hydro Cn-' Re moie Ccrnnrunities lileC tr lRl,.{ opr:lirctic,n with rhe OEB for lO I I rcies, seeki,e opprovel
{ci increused bose roles lor ihe dislributor: crrC gererclicn of eleckrci! of t zz1o L:e e{fective llcy I, 2C I5 A lrncl Dec;siolr lrcn tne
O[B is cniicipcfed n tfrc i:irsi qucr]cr ll ?0l5

&{ergers Arqur'sffions,{mofganrofiom$ ond sives}ifures /#xgpl "&pp}ieofiensl{erfnl& Power Acquisition
on April ?6,2013, Hydrc one iletJ c AAAAI opclicciion witlr the CLB i:r ihe cppro,rrll ci:tl-c ccqr:r iiior ci Ncrlolk iowe. Cn..lrly l.
?0 l4' the O[B issuec lis Dtc:sii:l: crd Crd+r qronling HyrJro One leove lo o.,:uir.,,,] ., iri€ rssrreo c.lc cLrrslar.drng common shores ol
Norfolk Fower w'ithin lB monlhs lrorn the dale ol this Decision crnd CrCer. ln oddilior, r:nronq orher itens, tlre o[B! Decisicrr ond Order
orrrtec Norfolk Pnu'er Diskibulion 1nr. {NPDI), r: sr:bsidic.l oi Nr:riolk Power, lec'.,e ro irc.slcr its distribLrticn systen tc Hycrc oro lle[vorks

propcs*dIorifl rilhlescndChan;cs'efleclinglheOiSsopprovol of c 1%rr.:duciicrrelr:r:vetnNpDi's201?[:oseeleclrir:ijydeliveryrotes.
As pr:rl of the Norlcl[ Pcwer ccqui.ri!ior ogreemenl, Norfo]k Power residentiol cusloners r:ceiveC c Lc% recluclion to thelr rnonthly Cistribution
deliverl' rcles, cnci qentrerl servlce cLrslomeis rec--eived r: redlclion cf beb"veen 1.4% cnd 1.67", dependinq on iheir rcle cicss, elfective
September 8 2a1 4 1r r:Cdition, Nr:riolk Power clrsio'ne's'distribr:tion rcres will be frozerr lc:r the next liue yeors. Cnce ihe NFDI d's;ibuticn
syslem lransler is conpleled, tle OFLI will tronsfer NPDI! eieclricity tJistribution licer:ce onc NpL,l s kcte Order to llyirc One Networks. A lull
discussior of lhe Ncrlolk Power crqui.riiior ccn be lound in lhe seciion ,,New 

Developmenis ir i0 l4 - 3usine.rs Coqbinolions.,,

Waodstock Hyd ro Acqu i s i ti o n

On.lrly 9, 20)4, Hydro One lllec c A/.A'AD cpplicolicr.with rhe o{:3 i:r the opprovcl of ihe oceuisirtcn o{ wooc1srcck I-iyCrc, which :s
onlicipoted lc be compleied in 20 15. A luil discussion of the wor:dstock Hydro ocqNisiti.rl con be fcund in the secticn ,,New 

Developments in
2014 - l3ustress Combinr:ticns. "
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Holdinrond l-lyd ra Acqa i si ti o n

on iuly 3 1 ?-u 4, llycro one iil-'d c A AAD coi:l;cctior rv;lL lhe CIB lor ihe opprovoi oi the ocquisition cf .roldi*onr 1-1vrjrr:, wh]ci is

2QI4 * lusiness Combinoiions.,,

{,eclrre fo eonslrucf Appnieofion

luppty 
ta Fssex Counf Ironsmission (einlorcemenl proiecl

Cnicnurry2? 2a14'llydrcone i\elworkssubmitedclecveloCcnskuctopplic*t:ontctieoi:BunrjerSecriorrg2oltheoEBActto
c'nslIuci o rerv l3-kllometre 23c kV dr:uble-ciicuil lronsmissicr line in the u,/incscr-lssex reeilr. The r-,nw hcnsmission line will ccnnect ioo proposed kcnsmissicr slclior in the Alunicipolity ol I.ecmrngicn ond cr exi-sling 2i0 kV lrcrsrnissior line be**en Cholhc* ond Winisor.ir,rli:sr distussior ol tle supply ic [ssex Coun! Trcnsmission Re;nlorcement i,rclit crn be lcrrc ir ihe seclrr:n 

,,Licridiry cni CopiiolResotrces - lnvasling Aclivilies , fu1nicr Trcrsrnission prcjects.,,

(onlree{,uru I Ag reemc*rf s, eodes s yld }_ieenaes
As c rcquk:leC caryrpony, rve ore subieci lc vcricus ccnkccluol n[c]ngcmenls, rccjes und licences.

Operofing "Agr*ernenf witfr flle f€SS
The ll-so is lhe syslen ccnlroiier c|onlcrics ei*clricity system. 

.fhe 
Il-so rnonoges rhe rcliobiliv of onrcrio,s pcwer sysren, 1:reccsrs rhedernoni ond suppiy cl eleciricily cnd cc-crr:inr:ie'i emeieency preporedn-^ss loronrorios electici! svstenr. The IESO clso operoles rhewholesole eleckicity mcrkel, whiie ensL,rirg Ioir cr:rnpetiticn lhrourlr mcrkel .surveillorrce.

LJnder the Eleckicity Act, 1998, the l[:SC is required lo erlrr inlc oereemenrs with ironsmitters, giving it the outhcri\, to diret,hr cperrticns

ltrovisronof lronsrnissionse'ivli'|, - '(, L.li r) ' 'i.,31.20 lc) Thedlstributionporricnof onrorio,,s,,**"'k,;',,.i ;,;ilil;i;tl;i":nC rencins subiect 1o lhe operoliorcll conlrol ol:lDCs rn occorCcrce wilh the regulotory ircmework.

lfydro Sne's Reiofionsflips wir& Or&en,&lsr&ef porficipcnfs

service in conlcrrniry with tle llcrnsnrissio. Sysre* code {TSCJ estcblished by rhe cFB

Electricil'y Acl' l??8, lDCs mlsl prr:vide ncndiscriminoiory occess lor eligible eenerorors c,d crsrcners ro thc whoiesole .norkers r:dminisreredby ihe IlS0

$feefniciryr f*dosfry f*des

not lirniitd to' the Aflrlicte Relaticrsirips Coce i:cr Eleciriciy Diskibulors r:ntl rrcrrsrniriers, the st.:rdcri sr,pply service Codc, ihe rsC, th:Disliibuticn sysicrr: Ccie {DSC), the ielcii se}remeri Coie, ihe [rechici]y Rehiler (.ocje or Ccrcrl. rre Smcri Sti]ivreiering Code, crd rhoconrervcrlion cnd Dencrd Mcncgenrerl lCDAlr) ocde . 
'l'hese 

cocles prescribe *ini*ur, slundcrds cf condrcr crc sfcnclcrds oi srrvice lorlronsmillers, dislributors, srnci s:lrneieriic p.oyiders rnC/or relrilers ir ihe electricily morket.

Slecrrieiy I n d u stry {ieenees
our lrcnsmission ond diskibut:on lic*'nces were rssuec in 2003 cnd 2002i, respecrively. The ]icences lor oll ol clr recirlrred brsinrssrs lrilec 2oyecr lerrr ond incorpcrole teporlinc o.i rerord'keeprng r6q;1p*'msr1s in occcrdcrnce with ihe oEBs Eleciriciry R*pcrirriq url ReruraKeeping Requiremenls Further discussion of the oFB's [leclririty Repcrring crd Recoro Keeping t"q" *,r.,,,r..u1 b" 1ou,,,,1 in rhe secricrr

ond upgrodino ol the lrcnsrnission cnd rJislribulicn systerns lo cccommodcle iood due lo forecosred demond qrowih over rhe 1:n.r lernr,lhe ccrneclion ol renewcrble energy generolion lccililies, cnc implemenlolion ol mcdern technoiogies to i.nprove reiiabili\,, operoiions cndnehvork plnnning.
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Regulofory ?evelopm*nls
long-Ierm fnergy PIcn
OnDecember2 2013 ihePrcvince r*l-^;sedi,sr..r!:cclerjLcng-IernIne,gyilonl2O:3LIiP),AchrevngBolonce,repiucirrqrhe 20iC
lT[P The 20 l3 ITEP sels o1]l t't I Lrr t't'' : j' ' octon for lhe energy seclc; including slrcrlegies lor rnitigotrno in,:reo-ces in eleclricily rcles;

enhcncemenls; encourclQing Aboriqinol pcriicipctrr:n in erergy developrnen,, lfclns.lrssior' :nJ con:ervoiicn prciects; rnC the expcnsicn
cl ncllrcl gcs inlrcslruclure. lhe plons cre guided by the gool of boloncinc lrve core princi;rirs. cr:steilectiveness, relrobil;1,, clecn energy,
cc'nmunily sngoqemenl, cnd CDAA. Pursur:rnl to the 2Ol3 LTtP rhe Province "wiii enccuroge C)ntcrio Power Generotron Inc. {OpG] cnd
Hydro Ore lo explcre new business lines nnd opporlun;lies insiCe cnd outsiCe Ortcrio. Tlese opportr:rrilies will help ieveroge exisling orecs ol
experlise crC ctcw revenues lor the oerrefil oi Onicricns." We w;ll ccntinue io worl ,,..rrti li:c !rcvince io deveiop busrness jon, ond""fii.i*r.y
lr:rqeis lhci wiil reille cosis cnd resuh in siqniliccni ratepoyer sovrnqs The :0 I 3 Ll[P ef .orf(]g.s r,cnservr:iicn cnd reinforces lhe pclicy ol

dencrrd respc.se iniliolives lo meel peok demond requlfernenls.

Frocurernenf of &lew Senersfisn

including wind, soicr. photcvoltcic, bic'eneroy, ond wr:ier power up lo J0 AAW. rhe i:l-i prorrcrr :s currenily dlv,clei inio rhree srrecms.
AAicroll-f {projecls up to 1 0 iv,Jj, Srcll f lT {prr:iecis be[veen l 0 [w ond 500 kwj, cnri ,eguic,, j:l ; {pro ecrs greoier thr:n 500 k\,v), ull ol
which mcy resull in ccnneclicns lo our Clslribullon.syslem. UnCer the ilT procrr:m, the OPA hcs er:lerei irto conkccts or condilioncl conlrccls
wilh generolicn propcnerts prrsuc.ll io whicir rhe ()PA wrll pcy c lixed rnte ior pcwer prcCuceri cver c specilieC p*rioC ,:i tine. \,Ve ronlirue
lo connecl proiecls fcr which lhere lre lirrn cctlrocl:.

On A^oy 3A,2A13, lhe Provirce onlouncei thr-rt il wcrli moke g00 A.d\ l of rew ccpocily ovcriicrble heirn,een ?0 13 nrd 20 i6 16r tle
Smcll FIT ond AAicroFll proQrcrms. The Prcvince hos sel cnnuci prccurement torgers, konr 2C 1"4 onwords, oi I io A{W lor Sn:cii FIT generction
crd 50 MW lor Microtll qenerclior. Th-' Province is wnrLi;rg with ihe OPA ic deveiop o comp--lilivc process fcr renewu6le enercv generclrcn
proiecis cbove 500 kW The new proc;ess will repllce the exrslirg lcrqe proieci slrecrm oi the irll proqrom. As r:i L,recembcr l l , 20 14. or:r
ccrnpcry hos conneciecj rrore lhon -560 l-li cnd necrly l2,CCO l,/ticrlll'f prcjecls, enclrrh rncrey io power r:pprcxirluiely 2,24,OCC i:cnes.
These conneclions rcpreseni over I ,000 AIW cl pcrver.

€cnserysffon trnd &eimermd,4.,l$rio$eriter,*

siouid be filed by d;str:brtors in srpporl ol opplicctions for o.i rp.t,o/.,, i A . ,orr:ins. 1!c quidelines r:lso proviie deiails on ihe losl
Revenue Adir']slnrent AAechcrrsm {lRALA) reloled to CDA4 progr.rms implementerl urr-ler rh., L!A,r ruLre . rIAAA rs tr,e mechcnisrn by wh;ch LDCs
ore conpenscled hr losl revenJes ossccioled with their respoclive lcci redurfiors rr:sLrll;nq lrom CllM lrogrrms. in cddition, the guidelines
sicte thoi scvings ossocioiei wilh TOU pricing cre elicrible to be cornteC irr,.vorrl; tlre ?C i l-?C l4 C),(,,1 c,,Je,s. The fLrndinq forlhe OpA,

ccllclborolively lc slrenqllren lle cL..rrenl fronewcrk, r:ncl lo keep cusiomer proqr.rnrs ir ;:loce io; 2015.

Annuol CD,\A Report wilh rhe OEB crtiining CDAA octivifies, energy ond pcc.rk demr:nd sovings resulls cchieved in 2C13. cnci exprecrctions
regording CDAA torgots 'rcr 2-Ci '4 llydrc Cne Nef'vorks re porlr:d lhct it cxpectcd 10 rco.-r i qi?" i<: i L,Jib r:i rrs lei-norC torget crd g0% of
itscurnuloliveenergytorgelbytheei'dof 2OI4 llyciroOnoBrr:mptcnNetrazorksreportedthctitexpectedtoreccl 5C%ol ilsd*uo'dtorgcl
cnd 100% of its cumulolive energy rcrgei by rhe eni ol 20ll.

ln A'4orch 2C1 4, rhe A4lnisler of Irerqy issued purr.rilei rJirectives tc the CEB cnC ihe CPA, respectrvely, re<]ardinq ihe row '2015-?0?0
Conservolion Frornework " The direclives cc:ll {or the LaiA io o.sicbiish c provincicl iorcet of / lWh ol persisient 

"ne 
,qy ,ooinal* lo 6e ochleveC

by 2020 ond for oll lDCs lo enter inio an fiectricily Conservcticn Agreenent with lhe OPA by December 3,l, 2014. Borh Hydro One
Nekorks ond l-lydro One Brompfon Nelrororks submllled iheir signeC Electricity Corservotion Aereements to the OpA in December ?0,121.

efllcienl cs pcssible .
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:he CPA cilccctetl hrcels orC b;dgeis lt: LDCs on Oclober :l I , ?C I ,1 llyCro C;r* N*i,,vcr[s' 201 5*2C20 C)AA scvings iarget rs

I,159GWh.krbe ochiev,.:CwiihcbuCmtol cpproxinclely$322miilton. l11,drcCne BrcrnpicnNe[.vcr<s 2Cl5*2020CDA.Asovings
lorgeil is255.2GWh, lcheochievedwithcbuCgetclopproximcieiy$57m,lllcn Ali lDCsmust si:bmitCDAAPlcnsinCicotinghcwtheywill
fic.ieve iir:ir cllc,coiec tcrget.s by,\Acy 1, 20 J usinr: either "Full Cost Recrverv" or "f-ov-fcrPerio,m.;nce" iunding rnoCerls All CDA prograr.rs
nrrsi be cosl-eileciive tr ersu,e flll co:i 1656y6;y l)Cs n-loy, cjt finv ooif l, resrhmii r:hcnqes 1o their CDAI ilon ior opprovol by ihe OPA.

On Decernber I t, 20 I d, lire OIB issued its new CDAA C)ridelines {2C 1 5 Guidelines]. lle ?C I 5 Gridelines ore consistent with the Direclive
ihe OFB receiverl ir: A4crch 2C' I :'.;n r'. ,V' \tL.: ?r [nergy requirng rhe O{:l] lc loke sleps lo promole CDM, incluCing cmendmenls lo il-re

l:cences cf electricii.y Cistr;butors ond the esicblishmeri ol CDM Requir*ment gulCeiines.

fleyanue Oecovpling for Ois*r$ufors
ln November 2012, lhe O{-B initicted o pro*cl tu coorclrrrcle reverue deco,..rpling with the new rcte-setting policies propcsed ir the RIllt On
April 3, 20121, lhr OFB reier:sed o Droh Reporl cl the Boord on Roie Design for Ileclrlci! DrslrihLrtors {Rote Design Report) lo so]icit stokeholder
commenls. Thc Role Design R*pcri preseris li:ree proposcls lo cchieve reverue deccl:pling; il)c single mor:lhly chcrge which ,s ihe scrne ior

ond J3l c fixecl monll.ly rhcrce wlrere lhe size cl the clrr:rge is bcsed 1n use clurirg peck !cl,s. lhe Ot3 sxpecls to issue c report in eorly
2C 1,1 reecrdino 1l:c pf,or"- n implemenlolion ol lixed ro:es

Ferformonce ddessuremen* snd eonrrfiuous rmproy€menf
Cn Ar',orcf r 5, 20 ,X, lhe Oill issueC ils ftlpcrl ol i|e 8or:rC cn Perl'orrirrir:e ileosr-rrement {or Elechicity Distribulors. A Scoier:ord Approoch

{Perlcrmcrce Rcportl unCer its RRFI-. The Performonce Repcrl sels oLrl lhe CEBs pclicles on the meosures llrot will be used by the OIB to

iocl - l Scoreccrd.

specific periorrri;nce tctgels for the existing syslem reliabiliq mecsu.e.!, 1o Cevelcp crstomerspecllic rel;cbility meosures ond to oddress lhe
monilorinq ol momcnlrry ollugc:.

&egionof Plcrs
ln Argrst 2013, tlre O[B cmenCed tle TSC cni DSC io implement c morr,: lormcl ond struclured apprcach io reqionci picnninp in Onicrio.
fhe nev; reqiorol plcnrirrg opprooch consisis ci ilo molr orccessas. Regiorrr:1 lr-.lrostrrciure Plonning IRIP) ro be led by lronsrniliers, nnC

IntegroteC Reqicn!i Resr:L;rce PIo;rring IlRRPJ rc be led by the OPA. The RIP process focrses rnoinly cn wires pionning, bolh tronsmissiorr ond

The Cevr:lcpmcr:l o1 regrorcl pk:ns will irlvolve close ccrrdirc;lrcn li llrr: lwc Frccesses and cctive porticipotion by lhe OPA, i.crsniller:.
disiribubrs crd oil-rcr oppliccbic cgencirs such os lhe lFliO.

plons for oll reqions in Ontcrrio lc i:r: ccmpietcd ir lhe rexl lhree 1o lorr ycors. For iegionol plonring purpcser, lhe provirce hcs been
subcjlviCeC rnlo 2 i reqions. llyCro One is ihe leod lrorsmilfer resporsi[:i* lcr lle lilP;:rocess lor lQ ol the 21 regions. P]cnninci acfivitics ore
underwoy ond llre roqicrci plcrs o:e expected tc be cornpleted behveen 20 l5 crd 20,l7

ruEW p$VEtCIp&ge{r$ th{ 2s!4
Frermier's &dwlsory Csuncil 8R &svernrne$r &$ser$
On April I I , 20 14, thc Provinco onnourced tho cppoinlme rrt oi lhe Premier's Advisory Council on (iovernrnenl Assets {Ccuncil) to provide
lhe Prcvir.lce wilh recorrmendotions designed lo mcrximize lhe vulue ol certain p:rcvincinlly owned ossels, one ol which being our conpony.
"1 

he obiectiv* o{ the rcview is ic cdvist the Irovince on how lo L:esl rncximize voL.,le ircm i1s assets. l-he Counci]s Terms ol Reference provided
glidonce indicotinq lhol it woulC cive prefeience 1o conlinued ownerslip ol governmenl osseis, !:ul wculd consider mergers, acquisilions,
diveslrnenls il lhero is o slrong br.rsiness cose, ond would enhonce vclue lc loxpflyers ci lhe Prcvince.
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Ihe inlerim repori roleaseo on Ncvemaer l?, 2cll,. :rcted .ur compcny's ir:nsrirsion ll,:srness is o well-^.,rr eriir i't'ilh sort cp:xorl"riiie:

lc Ceiiver sovlrqs on tle r:percting sido ond on copitcl expend:fures, ond tecon'rnerCerJ thot the Prr:vince rncrnlcin rls ownership ol or:r

lrcgnrenled system wiih loc .rl.ry e'rfi1ier, scre ,:l w'.rch 
"16 

ilgl-:ly ineilir-:ient, unchle ;o adopt lo lhe chcnginq environmenl crnd lcc[ ccpilol

1o mocletni;e or ccr:clliole.

Ne*cris,tllsiributlon br:siress cnc llydro one l3rcrmpton Neilvorks be u:ed ro spur incirslry c.nsolidotion. Tlre Ccuncll tisc reccmmended

ihol lhe Prcvrnce reCuL:e ils equiV rrteresl ir our company's Dislribuiloir Business L:y bringing in privr:ie seclor inveslmenl'

TLe prcvince hcs r,cr,v osLecl thc Corncil to build on ils work by enterrng phose lwo, which includes lhe Corncil recelving cnd tliscussing

wrilrer r<Jeas relcred to erccurcr:irg corsoridctrcn "ni 
t" llyd,o one Brr:rr.,pio, Nelr'vorks ond l-lydro one Net"vcrks'distlb;.,lior blsinesl'

Brcnpfor NeHtorl.s, .:r well os th-'Cirtribution busrnerss ol llydrr: Onc Nelworks'

&usiness ffi ornhin"wtioms
B2M LP

h)Ol2,rveenleredii-rtocnogreenerl wlthlheChippervcsciNowoshFrsiNalionnndthcChippewcsc'f Sougee''r[' ll Ncl - '' e'rFr'

rcierrecl lc os the SON, r.vhere o noncr:nlrolling equilv inleresl rn B2A'A 1P wculd be nrcCe cvr:ilcble ior purchose ot loir voiue by lhe 5ON'

B?l,A Lp wcs lc,rmtcJ h,y llydrc ilr:e in ?013 to hold most ol the tronsrnissior lines cnd c licence lo use lhe relclecl lcnC' These cssel: cre

issued o L)ecrsron cnd C)rder grcrting ll?,\4 ll'c trcnsmlssio.r ll.on." n".l gicniing Hydro One Nelworks le<rve lo scll tho relevcnl Bruce lc

l"Ailton line ltcrr:mission cssels ltl B2l'A lP.

C)n Deccrnber 16, 20 14, lhe relevurt Brr:ce to Adillon lire lrcrsmissicr cssoli lclclling $526 million were lrunsfetred kom llydro One

Nrrvorks:oB?iV\il lhl:wcsilnonredby60%de[:r{$316rr:illior.l) cnd4a%eq"i\r($2i0rnillicn) o;:Decenber l7'2C14' liesoN

acqrired a 31..2%ecuif irteresl in B2l,A LP icr considerolion ol $12 nrlircn, represenling the lcir vclue ol t1-tnt -'quiV irleresl r:cqurted'

Nor$o/& fr*wer AeEuisffi*m

OrAugusl29,?l)11'crrccnpr:nyconplelecllheccquisiiicnoitleoulstcnCirtQshotesolNorfolkPowerlronThlCorpcrciicrolNotloll'

rrle reerirtr:i enrrgy se.iires.ompony, iocotetl in sourhwesterr Onlcrio. The solection ol clr ccrnpcny r:s successf'-'1 bldcier iollowed c

ccmprehersive, cr:mpr+lllrve soles ptocess iriiicted 'oy Ncriclk l'cwer'

clsc delerntreC the prclimirr:rry purchcse price ciiuslmerts boserl on cgreed wrlrking copitcl crC olher br:lcnces ct ihe ccouisition dore ihe

rosulting prelrmincry goocwill cf cpp:cxirortely $zlC r:lll;cn orsing iror:r the Norloik Power ccquisitrcn consisls k:rgely of thc synergies cnC

ecoronies ol sccrle expeclerl lrom combining lhe operclions t:f tt;'i'c One ancl Ncrlclk Pcwei' We lnlenC 1o complele the Celerminciion ol the

!lncl ourchcse prrce rllustllenls iJurlnq ihe lirst hcli oi 2015

Ncrloli< power contributcd revenues ol $ I g million oncl net inccme ci less rhon $ I million lo ou' ccnpony! consolidcted {lncrncicl resulls for

ihe yecr e :,Ced Decernber 3l , 20 l'1

D-.lnrls of the Ncilolk pcwer A,{AAD cpplicorion con be fountl in the secricn "Regulolior - Reguiofcry Proceecings - MAAD Appllcolions "
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Xffoodsfoc& l{ydro Purc&*ss "&srcemen}
On Moy 2l , 2C]4, we recclerj of cereerrefli r,vith llre CiV cl Woccstocl. lc r:cquire l0O?" cl the cornmon shcr--s cl Waodslcck llydrc

scuihwesiern i)rlorc. Tie frcns<rclicn is lhe resull r:l exlensive Ciscussicns bel.,vee rr i lvdrc One cnC lhe City ol l\loodstock which involvecl

pendino o regulclot, der;sicr fro:r lhe CEB cnd is onticipcted to be completed ir 201J.

Heldimsnd F{ydro Purc&ose Agrecrnenf
Cn.]une lO, 2Cl4- we r*cched cr cctreenenl wilh l-luldimcnd Couny to crccuirc 100% ol th+ cornircr shcres cf i-ioldinrcnc l-lvCro lor

ir soulhwestern Orlclio. The lronsoclion is lhe resull cf exlensive drscirssiors [etuveer FlyCro Orre ond Holdimcrnd Coun!. The ccquisilion is

penCing o reg;.llclcry Cecisicn ircrn lhe OEB ond is onlicipoterd lo be ccmplelcd ir 2C l5

Delcrils ol the HolCimcnC ;-r,,11; tu1AAD cpplicclion con be lorncl in lhe seclii:n "leculalior - Regulciory Prcceedinqs - A AAD Appliroiions."

*tlrer
Snrrironmenf Ccnsds Kegutroiions

ln Aprii ?01;i. frviiclmerl Conndo issreC Conodo Gozelte li. which inciudec.l r:mendrrienls ic tle exisling priyclrlorinoted biphenyl {PCB}

regulclions, incluiino lhe exlension of ihe e nd-cf-;se cjeodiine i:eycnd ?C I I. for eqLriomcnt ccnlninirtl cerioin conceirlrolions ol PCBs, wilh on

rnillior:ornorelronDecember3l,20 l4toDecember3l,2025 Asorcsriof crr onnuol :evicwr:l environmenlol liobilities.curccmpony
reccrdcd n revclucrion cdi,Jstmert in 20 l4 1o recjuce our cnvironmerti:l licbilriics bv $20 millior ihis oCiuslnenl includei lhe impoct al 1re

P P'-l ' r r^

Fleetrieiff Serfor Persiom ,F{ons

Cn Argrsl l, 2Cl{, c llepori c,n ihe Sustcinobilily ol fleclriciV Settcr l'cnsron llcr:s iSrs,oinubllity ReportJ wos releosed byJim Leeth, Sp*ciul

compon)- hcs iirplemerleri c J;rcdr,al ircrense ln lhr: cmouni ol ern.lpoyee conlribllions ic lhc plcn.

Sufsaureing,Agreen'lemfs
ihe crrrenl cqreeneni wilh lne rqi I P ilnergiJ, cn off ilioie ol Copgcnir: i Concdo lnt , exfiires cr Febr rcry 2 8, 20 I 5. On Nove mbe r 2l],

which becon rn 2013, Ict seccnC-gercrcirc,r bcck uflice r:nd il'ouls..:urcinq sclric.ls lor o lrrn oi 58 mrrlhs, comnencing A4crch l, ?Cl5 io

iechnolooy cnd ilrance r:ncj crccounling services

CcinciCenl wilh lho coilr:]u3inn cf rrgcirclions cn ihe lnergi Aqreemerrl, we reccl-rod cgrre.renl with lnergi tc proviie us wilh

second"generolion cusiomer-servc: rperu:icrs cuiscurc nc servic*:r lor o Ilxcd 6:-.rir:d cl three yerrs [:egir.rinq fu',crlh l, 2015 lc
Februcry 28, 20 I I

ln ils re-lenclerrrg inilioiiv*:, Hydro One sel out lour obiecrves fcr lls rrew oll:c;rcilg cgroe me risr corllnuolly improved vcluc for money;

pioviding <;perolicnol flcxibiliry, Celirery ol se,vice.: lo reliocl globol besl orcclic*-c; crnd robusl, elleclive pericrrrr:nce mcnoqenrcnl ond

eovernonce . This cgreenenl cchieves tlcse cbjeclives cnd supporls our compony! key strolegic obieclives. while ollowing llre Ccnpony tc

Iccus cn ils core oclivilies of moinloinlng, plornirg und op.. oinl r L r -l ,-sn r::,,r o',d Dislribulion Businesses cnd deliv*-rinq excellenl service

Delcils of the WooCslcck i-lvdro AAAAD opplicoticn ccr b* lcr;nC ,n $e seciion "Reg;k:11cr - Requlolory Prr:ceedings * ,\4AAD Applirolions "
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1;5 '69 6sriinre cur ongcing efforls io reduce cosis cnd drive mo,e efflc ency in ou; bu':'rr-;s'

ln Sectember 20 ll, ,.t* erlereC irio cn orjreej,lefl vvitl': Srooi(lielcl johnsorr Cor:rrols Conodc LP {Brock{ield), c 5et\ 'e f rcv r-t ,.- cc ' l

ihiouqh o conrpoliiive procuremenl process, lor fcc:llties monogen€nt -se:vlces ior o lerm ol len yetrrs, effeclive.]c:nuory l' 20 l5 to

Decer[er 31 ,2C24,wilhtheopfioxtorenewforoncCCitionol lerrncl threey€cis.Ov.]rlhelermcllheconlrociu'ewrll lronsitionlhe

certcin copitcl nrojects os cleerred reqrireC by cur ccmS:c.:ny. lie llroo[l;eld A"qreemenl hcs o volr-'of up lc cpprcximolely $c58 mi]lion

over iire tef-yeor term of lhe {1greemenl- ir:clu61nn the io:iliiies mcnogement portrorr ol ihe ccnirccl, plus o vorioble cmounl of ccprt:l rvcrk

Ce percllng or the nerds thot nroy crise crs delerrr.lineC by our cornpony, wilh nc ninimurr ccpilcl work guotcnlee

Dclcils ci cur ccnlrcctuol obliqutiors unrler our olisolrcinrt oqreemenls con be lound in lhe section "Liqr:iCity arC Ccpilcl llesources -
Summory ol (lonlrr:clL;cl Obliooiicns crd Cllre, Comnrerciol Co:nnilmerris "

&NN$AL ME$UL}$ MS SPffiRAYIMh!$

Yer:r ended December 3 I /mi/lions 6f (616rJicn ?01e 201 3 $ Chnnqe % Clunqe

Revon;.le s

Purchosed pcwcr

Opernliorr, milintero nce c:rcl ldrn: nislrclron

Deprec:r.:lion ond omortizolion

&,548
3.4'r?
i,n92

722

474
399

atl
IA

6,474
3,C?0
I,tc6

676

I
l3
I
7

5.333

'I 
.2',$5

37$

4 8O2 .531 tl

lneeme hefore $inoneing e hurges ond previsi*rn {err

poymsnts in lieu o$ corpcrale incom* tcxss

Iinoncrnq clrorqes

1 272
360

\.,) / 1

t9
14)

5

l*eonre be$ore provision for poyrnents in lieu of eorporore

ineome fgxes 836

&9

91?
109

176)
icl

I tclt?-a)Provisron k:r pr:ymenfs ir lieu of corporttle inccroe krxes

Net incame 14r o rl.) {561 i7l

Nr,1 rL urL lo 'J otribr..lloble lo ncnconlrcllinq ;rrieresl {2t {21 i(rcl
Net incnme c:$ributsble to Shorehalder o$ Hydro One 74* o r\.) {.54j t7)

&*venues

Yer:r ended Decernber 3 j /rnillions oi Concrdir.rn dollors/ 20!4 an1!/\) \..) $ Clronqe 7.!la llo

Tra rsrn isslon

Distr bution

Othrr

'[,58S

4,90S
57

I ,529
4,484

6l

5t
41,9

\A}

4

t
t71

6,548 6 474 474 B

lv., r o ,-' l oecrk denor,i 20,596 2 Lq'\ lBeZ) {41

Dislribulicn . u, r .\r-o, ' o C jlf^lJ 298t9.s

Syslomreloled sloiisiics cre preliminory

HYDRO ONT ANNUAT RTPORT 201/ 3 3



l,.lA l\ A G.E r\,1 : N :' 5 D r 5 C t 5 S C N A \ 1 A \ A rY -i 
I li

Irsnsrnission
Trr.rnsrnission revsnues prirncril.,r rcr-lsirl ol oui lrcnsmission torill, which is bosed

or lle monlhly peo< eleclriciiy aemonl cc.oss cur high'vcl:oce nelu,ork The tc,ifl
is designed ic recover revenues nec:essclry lo supporl c tfonsmissicn syslem w,ill:

sullicier:i ccpociiy 1o occommodolc ihe rrcximum cxpecieC cjerr.lord. Dernord is

primnrily ;nlilenceC b1, wecrher crrd eccron:ic condilicns. ,lunsrn 
i,s or rcvLr.Ltrs

clso include exporl revernues ossociolcd v,,ilh lronsrnilling excoss genefoiion lo

suirounding rnr:rkerls, crcillcry revenues primcrily ofiribuioble 1o moiniencnce services

provicied lo genentcrs, cnd secondory use ol our lond ricrhts.

eomposifion of 2014
Tronsmission Revenues

Arr:llioru ieverres

!rpori
Revelues
i$Y.

(omposition e$ 2CInd

Siskibr.rfion Revenues

Clr ?0l,ri lronsmission revenues rncrecsed hy $5Q rrillion, cr 4)I, conrpcred lc
2C I 3. ihe components ol lhe increose rnclude thc iollowirg.

u $90 nrill on increcse due b rovr lronsmission rcles eiieclivelonuory 1, 2C1l
rpproved by ihe CEB in.lorrory 2C i 4;

u $42 milllon increcse dle lo lhe CIBs approvcl cf rncreoseci expr:rl .service revor]ucs ir recccriiion cl higher eleririciry exporis lo clher

ilrisdiclions cnr:i lhe disposilicn oi cerlnin OIB-opcroved lrcnsnissior .e.qulclorv :c.ou.l.i;

"$45milliondecrer-rsecluelclowercveroEeCntcrio6*rrrnr:lepcokdemcrndin20l4 lhelcrver electricilyderncndin2Cl4u,os
moinly dre lo mllCer wecther in lhe sumnrr onC lcll ol 20 1.1, corrporecl to 2Cl3; or,rJ

* $28 million decreose CLre lc crciilcry:f{:nsrrlssion reven!es, primnrily cssocictecl w,ith CEB'ccprcve:i reqr,loicry {rccourls.

&rsfr&u*i*n
Distribulicn revenues irrclrde cur iistribulion lorili cncl cmounls lo recovef lhe cosl ci
purchused pcwer used by thc customers r:l our Distribution Business. AcccrCirqlv. our

tlistribulion revcnres cre irllue nceC by ihe cmc,unl of eleclricily we disirrbule, ihe cosi

ol purchcrsed pcwer ond r:ur rji:lributior tcrff rules. Distrih,r:lion revenuos olso irclllcle
ninor cncrlir:ry distribllior slrvicc rcvr:ruts, s,.;ch cs iee.: relolecl lc lhc ioini ,rso cl cu;-

distribrlion pcles by lhe leleccrnnuniccrlicns r:nC ccrble televisron industrie.r, os weii ci
rniscellcneous chclrges s,;ch crr chcrges for lote poyments.

Cur ?Cl4 dislribulion reveruos i:-';crooseC by $ l? nrllton, cr Q%, conrpcrrecl tc

?C 13. lhe co.nponenls ol lhe increlsc irclude tl"ie io1low r,g

.icriil

?se/.

* $399 mill:or ir^crois* Cue io ihe re.ovei'y o{ hlgher purchosed power.osts, c:
Cescribed below irnCe, "Purcinsed Power "

* $ I 2 million increcse dr:e lo rew rJisiri'r;liion rcles rlfer:1ive Jonuor.v I , 2014
cpprcveC by lhe OtB in Decenber 20 l3; crad

Furuhssed Fsr*ren
Purcfrcsed power cosls cre incutted by our Distribulion Business cnC represent tie ccsl ol purchc:ed eieclricity Celiver-^d to cuslorners within
our CistriLullon service lerrilory. 

-lhese 
cosls cornprise thr: wholescle ccrnmodity cosl oi energy, lhe ltS0 whoiesclc mcrket service <;hcrrqes,

ond lronsmission chcrrges levieC by lhe lISO..fho comn'lcdity cosl ol energy is bosed c,n ihe O[Bs RPI or tfe mcri<et price lor electricity. A
iiscussion of the electricity rctes con lre lound in ihe section "Regulr:tion * Reglictory ProceeCings - Eleclrici\r Rcles."

OurpurchoseCpc\rerccsisincreosedby$ll9?milllon,orl3%,in20l4,conrpcredto20lll ThecomDonentsoltherncieose
include lhe iollcwing:

. $29 I million increosc resultirg from lichar purchcseC power ccsts lor custcmers who cre nct eligible {cr the RPP;

. $7E nlllion increcse resrhing lrom the impoci of choncles in the O!Bs RPP rotes for residenIcl ,:nrJ other eligible cuslomers,

llory Rwerucx
l-rlner LloaQCs

Anci
r:lc]
2%

Dislributir::n
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* $26 milllcn ircreose resuiriric iror. lre OiB irarsmissicr ro'e rJoc s on efi=ctive .;cnucry I , 2011..

. $ 10 nillicn increose d;c io wholescle morket service chorles levieC cy ihe llSC;

' $;! miilior increcso resullirg from ;he IISOs Srcrt Meteri.il [riiv chcrq* ellective fu\cy i, ?0i3; ond

u $ 10 mlllinn Cecr-ecse cjue lc lou,er e nergy consurolicn ln 2C ll., r:cir:ly resulling lrcm o rnilder slmmer ond i wcrmer fcll ;n 2C l:l

,Openution, lbls intenqrnee and Adnl i n isrrqtion
Our *percrlion, mcinlencnce cnd cdninistrclion cosls cr:nsist oi lchou; which is slbslcnliolly esiohlisheC L.rnder colleciive bcrgtrining
cgre*nenls, cni ncrleriols, equipmeni cnrJ plrchnseC :ervic*s, wlrich cre sr:blect lc public tenders. Key encblers cf the srccessiul
implemenlclion ol r:ur work proercn'rs ote our hlrcn cnd ncferiol resourcing slrolegies. Our humcn resolrrces ltr(legy is locused cn hirlng
lhrough our cpprenliceship progrom cnC our ossociolion wilh lniversilies. colleges cnd olr unicns, ns u,ell cs skiils developnrenl ond relenlron.
includinc ecrlier iienlalicolion cno more iopid developmerr ri stcfl r.r,hc demorstrole rnoriogement potenliol. Our skilled lcbour cccl crirrcrily
ronsisls ol lirre, loreslry, canslruclio. cnd slol:cns stcl:f who live onC work ocross lhe provirrLre .

distributior lires, slctions cnd hrilCings Or,r lrcnsnissrcn operction. mcrinienorce anC cdmirislrclion costs cr* incurreC tc susloir c".r high,

ore rcquired 1o mcintcin aur lcw-voltuqe Cisiributic:, sysiem, cnd jnclude cosls relcrted 1o distritruticn llne clecrirrg cnC biush conlrol, iine
molnlenotce cnC repcir, as well os lcnd csse:smcnt crnd renredicrlron {lAR). Clr cionpany conlinues lo locus on monoeino its cr:sls. rvhile
ccnlirrlirrg tc compleie our pionned v1,6rk prcgroms lor bolh cur Trorsmissior ond Dislribulion Businesses.

)tor ended Derembr:r 3 I /mi/1ion,s r:l Ccrodion dcilors) 2014 .)nt')
$ Chonee % Clronoe

llo nsm ission

Distribullon

Otlrer

394
7&2

56

375
672

qo

t9
7C)

{31

5

t0
i,5l

tr,192 I t^) 86 B

Frsnsrnissfon
Olr 20 1 4 lrr.rrrsmission optrclior, r,rrinlorcrce clr:t r:1r..:irrislrcllor cosls rr-:crecseJ by $ i 9 million, or 5%, compcrerl tr ?C I 3.

Our 20 
,l.4 

kcnsmlssicn rvcrk ,. lr r- . T \\-f l24l miliion cornporeC io $?37 million irr ?013, an increclse oi $3 qrillior. Jhe inlrecse
is mcinly Cue io llre iollcwing.

a increcsec..l lcrcslry erp*ndii,;rcs relot-.C ic [rusfr ccnkol ond line clerring cr clr lrcnsmissiorr riglls-oi-wcy;

e o hillher voltne cl cotteclive ord preveniive r;cintrnonce on pow.requipnr:nl cnC cr.crhecd llnes; ond

u higher ircnsr::issicn :ile lcc:lllres mcirlenonce requrrererls

Cur 20.1.4 lronsrnission supor:rl cosls werc Xll54 rnillion, compr:rerC tc $138 miiiion in 2013, cn increcsr cf $16 1l:illlcn.l-he ircrecse is

mninly due to lhe {0llowine.

2C12, inclusive, follow'ing the finoiizlticir ol lhe reloleC reguiotions cnd receipl cl c finoi cssessrnent r:{ orr properi.T iox rellrrs;

e po;'ticlly ollsel by lower expenc'ilures du* ic lhe recoveiy,:f insuroncc proceeds for the 20,13 flccCs cl or:r Richview ond ,\,4cnby
lroilsmissioir slclions, crC

* increoseC citribulion ol overhecCs tc copilol pro]ect exoendilures in 2C ll.
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Our 20lC t!lslributicn operolion, moinlenor:ce onC odrr-:irislrction cosls increosecl by $70 milllon, or l0%, cr:rnpcred rc 20 l3

Our 20]4 disiribuiion wotl oi'cqrcn .csls were $599 r.r:ii]lon, compored to $.5 l5 million in 20.l 3, on increcsc of $84 rnlil,cn. The incrcose
is n :illly iL:e :o rhe followirci.

* iecrecsed exp-.nCiii:res in 2C I 4 reioied to ClS, cs it wos plcceC irrerv ce in i\4cy 201 3.

&epre*ioflor? snd S'mortixer*ion
Our 20.1 4 depiecicticr cnd cmoriizolion cosls inc:ecsed by $a6 miLlion, cr 7%, comcoreC to 2C.13. This increose wos ormcrrily oftributob]e
lo higher pioperlY, piani c:nC eqL-ripn.lent depreciclion expense ,n 20,14, moiniy relcled to the growth in cr:pilol ossels cs we ccnlirue tr: picrce

ne\r cs:eis in-service, consi.-qleni u,iih our ongoing cr:lpiial 1a,e1[ progrcm

Simaneing ehcrges
Cur ?C1.4 fircncirg ci',cr{,les ;ncrecsed by $ i? nriliion. or ,5%, cornpcr+C to 2C 13. l-he iricreose is primcrily ciue to ihe lellcwire.

& .r in.re.se in irleresl expense on our ion!l1erm debl dr:e to o hi5;ier cvefcqc levei ol r:Jebt;

& pr:rliclily olfs*l by c lower cvcr:ge if lcresl r{rlc.

Freorisi*rn for Fuynremls in Lieu o$ eorpormse lmesmte ?sxes
The pt:vision lor poyrr:e nls ln licu cl corpciole iilcome loxes {PlLsJ decrecsed by $20 mi lton, or l B%, ro $89 nrillior in 2C lr1, ccmpored io
20I3. l-lreri-'trecseisprinrorilycjuelolowerlevelsol preloxi:ccnrein?0 I4comocredio20 I3.

(Jur 20lzl dislribulicn supporl cosis were $ l,i3 miliion, compored tc $l5Z ilillion in 2C13, o decrecse o[ $14 nriilion. Tl-re decreo-se is
nuirtlv oue io ;i.e fr:iiowirg:

$def Xneome
C;r20l4nel ircomtcftribrk;l-,le lollieShcreloklercl llyCrcCneCecri:cseCby$54m;1iion, ar7"/", 1o$7,19rr'lillicn,ccr,rpcredio2Cls
lhc decreose is primo.ily rie te lhe iollcwinc.

s cur ctsiorner service recovery lniliolives ord lhe increose :n our Lrcri debt excense, resulting irom higher eleckicily ccnsun:piion due Ic r:
substcntioliy coder lhon normol wrnlel combined with higher elechicily prces cnC 1lre suspension of cerloin coliectlon loc;ls cnd elforls
durrrg sever<ri morfhs in 2Cl4 We resur-ned scme of our collection tools onC ellorts ln September 2C14.

ilcn lcrmol winter, combired with higher eleclricity prices cnC lle sL;spension ol cerlcin collecticrr iools rnd eflorls dlrirg sevt:rcl nontis
h ?41 4,

* SCC; rrili,on increose in olr 20 l4 depreciclion cnd crnoriizolion cosls, n:oinly ,1us i6 higher p.opery. plcnt crcl eq;-iiprreni cle prcc clicl
:xpense ir 2011., relcter.l to ine qrowth in ccrpilcl cssels cs rvc ccnlinue ic plcce lew Lrssels in-service, consisiell wrlh olr crgoirg

.Ol,OJr-)

' ccrticily cllscl by o $59 rnillicn ;ncieose in our ?0,1 4 lrcnsn-lission revenues, mr.:iniy Cue to riew CEB'opproved 2C 1/i tcrnsrrissror ro1es.
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&E,,ARTERLY RESULTS SS SP€R,&TISNS
The lcllcwing icrble sots iorth uncrditei qrcrlerly infornr:licn lc; ecih ci the eight quilrlers, from ihe qucrler enCeC AAcrch 31 , 20i3 through
lc Decerrber 3l , 2014. This inlormoticn !cs beon deriveC frcm crr ,.;ni:uCrteC irlerim ConsolidcteC Iincrrrciol Stclemerls onC cl; r:ldited
crnlci ConsolilcteC f incncicl Sictemenis, whiclr incluCe cll r:dillstmenls, ccrsislrnc cnly oi normol recurrinq udiusinents, nece:scry ilr lcir

lor irny lL;llre perioci onc.l should not be relied upcr tc pied;cl orr iuture cerfornonce.

Irf/()r]s a- (-o, r)d of da/iLr, l ?sl4 201 3
(JL;orler cnoeC 0ee" 31 Sept. 30 .lun. 30 ldsr. 3l Dec 3l Sepr.30 .lLrn. llO Ar,cr iJ I

Tcicl reveru*

Nel ircome oltribrlcbie tr:

SlrcreholCer of Hydrc One
Nel incol;re lc aorfimon

ShoreholCer ol I lydro Cne

I,66?

?xr

?i&

I 
"556

173

i69

1,566

115

IIS

1,764

*4CI

?36 r55 214

1,,103

.]6B

r63

1 \-7)

?57

lJ.)

" 
557 1 54?

r6c 410

to be h;ghe' in ile lirst ond iltrd oulrtcrs thcn in :he :etont ord lorir llrrrilr:

2&?l& fourfh &uqrfer Resulls o$ Speretions

Ihree rnonrhs enrJed Dece,nber 3 / { niilior,s ol Conr:o'ion ctol/orsJ 2014 201 3 $ Chc,n,re % Chonqe
Revenues

Purcfcsei powei
Operclic:1, ircirlencni:e cnd udminislrolion

Dcpreciolron cnd cmc'.li;oliol

t,rjat
89S

24r
n90

1 ,557
794
286
184

r05

{-?91

6

7
12

lt,rl
:t

!,33S 1 261t 65

39
J

.5

t3

{neonre be$cre finoncing chcnges ond provision $mr.

pcynne,rf$ in lieu of corporote ir:come lqxes
Filr:rncinq chcrqcs

332
9S {)1 5

lneonre b*$ore provisiom f*:r peynrents im {i*u *{ (6rp$r6&e

illco$re fcxes 234
IS

2C0

IC
:4

1?51

17

i63lPiovision lor povmenls I'r i,el lf colporcl$ llcome l.-rres

f{et ineorne 2r9 r60 5A 3l

Nel income lloss) cltributcble ic ncrccrirolir nq iirieresl {}} i2) ,iCl'
hlel income ntNributsble to $hsrehoider sf l-lydr* Ene 221 160 a1 38

Ourlclol revenucs for lhe ti.rec mcnlirs en,,]eti Dcr:--nber 3], ?0 l,1 were $-],662 millicn, compnreC ro $-l,552 milltcn Crring tle scme
periodin20 l3,onincrecrse oi$l05militonor7% lhr:incrlr:eismoirlydrreiolheiollcwinsl.

o the reccvery cl higher purcicseri power cosis,

e new lronsmission cncl cistributicn fcies elleclive..]cnloi'1 't, )At4,
* the OIBs cpprovcl ci increosed exooti s,-rvii:r irve.ues ir reccenilion ol higher eleciriciI exporls lo other jurisdicrions cntl lhe

disnosition oi cerloin O[3-cpproved lrlnsmission reoulcrk:ry occour.]lsl
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* particlly oilset by lowe " cvercgr On:cro 6C-minuie pe c< demcnC und enefqy consLrmpli.. in tlre fourth qxc'ier cl ?0 11, noinly
Cue lc r.'rilCer r.rreclh*r ie the ir:ll ol 2014; onC

* lower unc.il]ory reverres, primcrily .ss.crcieC w,iti: OEB-cpprcveC reuulolory .rccounrs.

Our purclrcseC pcwer cosls lcr the lhree monihs *nCod Docember 3 1 , 20lr+ were $Bg3 million, crnpcroC to $7q,1 millior during the some

Ferl! 1n 2C13, cn ircreose cl -t99 milli,rn rst )2%.]-he increcse is mr:tnly dre ic the lcilowing:

e higher purchcsed pcwer ccsis lor customeis wl.o cre not eiiglble for ir,le RPP;

* porliolly ollset b;, lower enetgy ccrsurpiion in 1he fc;rii: cuorler of 2014, merinly dre to mildsr vvecther irr the hll ol 2Cl4

* nholescle morlei service chr:rges ievieC l-ry the l[SO; trnd

* CIB l:cnsmissicn icle cecision eilectivelrnLrc;ry 1 , ?014

Our operclion, mclnlenoncer ond cdminislrr:lion ccsls |or lhe lhree monlhs ended Decerriber 31, 20.l,i were $2,17 nii rcn, ccnporeiC lo
5285 million dLrrin! lie scme peroC il ?0 tlj, c iecreose ol $39 miilion o, 14%.Ihe decrecse is rstlly.ue i. ihe folloninq.

cl lcwer slorn octivily in 2A14, cc:mpored to ?0'i 3, cnC

* decreosed expenCiiutes reloled lc Lrush ccntrol ord d:stribuiion iine moinbnonce work

Our dcprecialion orrC c:rorli:clion L'csls fcr lhe lhree monlhs ended December 3l , 2Cl4 were $'i 90 million, conrpc;red to $ 
,l8,1. 

mill;on
during the rcme periori in ?0 lli, on incr-ocrsc ol $6 niil;cn cr 3?1. The increL,se is mcinly due to lrigh+r properly. plont cnd cquipnert
deprer:iolion exlens* rn 20 14, nlirly relcteC to the growih in cupitol ossels cs w,e corlinue to piocc iew c.:s.ts in-service,:, consislerrr wiih
our cngornq ropitcl work program.

Clr fincrncinq chorges lor ihe tlrree rronlhs erded llecemher 31, 2014 *ere $iB m,l1icr. com!:ored tc :f93 millicr rirring ilc some
perlod ir ?0 13. cn i:crecse ,:l 55 millior cr 5%. ihe increose is rncinly due lo tlre lol{cu,inrJ:

e in increcse ir irtcresl expense cn our lonelernr debt dre lc c higler cveroqe level , ' c. l , .n ,

" purliolly oilset by u lowcr overcge inlerr:sl roto.

Our provi:io;:1or Plls l:or lhe lhree nrcnlhs endeC December 31, 2Cll wos $15 milllon, compored tc $40 nillion drrnq ti-re scre pericC in

20 13, r: decre,:se cl S25 lr:tllior, cr 6ii%. lhc decreose is dre to the lollor,,,irc.

* thcrc*s in nel icmporcry dlilerences. such cs copilcl cosl cllowonre ir excess lf Ceprecrrtror-, oedrciion: Ior persion pry:reris
rnodr: in excess oiinrr.unls expensed loi cccounling pLrrposes, ond inleresl deducted lcr tox purpcsos lir exce:s oJ:irleresi oxpensed lor
r:ccolntirg plrpcses; nni

* coriitrlly offsei by hipirei pre-lox inccme k:r lhe flree rronths ended December 3 I , 2014 cc,rrpcrerl io tl:e :omr per:oci tn 20 I ll.

Nei inccme otlributcrble to the ShcrrehclCer cl FlyCro C)ne fcr the ihree monlhs ended Decenrber 3 I , 2Ll lz1 wcs $22 I miliicn, cornpr:red to
ltl60millrcrCuringihe :;cmeperoclin2Cl3,onincrer:ser-.i$61 millioncr3B%'l heincrecse isnrlnlydrelcthe lolk:wing.

u Cetrecsed iisiibuliol cpcrriion, mainienorco cnd odminisirolion clsis, primorlly il-- lo icwer slorril resporse cxpendilu,es cs c
resull of lowerr stcrm crclivily in 20 

.l4, 
compcrreC b 2O1ll, and decreosed expendillres rek:led 1o hrlsh cortrcl cnri d;stribution line

mcinlencnce wcrk;

o c Cecreose in our orovisiott lor PiLs, primcrily c!ue lo chcnges in nei temporr:ry diilerences; cni

& on irtcreose in our 20 l4 ircnsni:sion reveiues, rnoinly clue 1o new CXBr:pprcveC 2C I 4 irorsni-rsion rc;ies.
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USt tolTY A,Np e,qptTA," kE$ouKcEs
{)lr primr:ry scrrcos cl licluidity c:rd copilai resources cre iunds gen$roted irom olr oporclicns, Cebt ccpitcl morkel borrowirrgs oncl bcrk
fincncing. fhe:e r*sources w;ll be uscd tc sctisfrT or:r ccp;lcl resc!r.e reqlircmenls, ,,,,,hich corlirue ic i"clirde cur ccrpricl 

"*;r"udiir,.r,servicing r:nd repoyrn-^rrt c{ our clebt, cnC C;videncls.

$ummory of $eurees &nd Uses *f (esln

}brrr ended Dece,nber ,3 I lrnil/ions ol Conociron dollorsl 20I4 ?0r3
Operoting uclivities

Finoncing aetivities

Lcrg-1e rrn debt issleo
Longlern Cch,t retircd

Anor.rnl conlribuieci by nonconlrolIing interr:st

Dividends pcid

Invesling activiti*s
Ccpihi expenditures

Acquisilicn cf Norl:oli< Powr:r

Froceeds lrorn inveslrnenl

't,?5&

&2&

{r/6}
r2

{r8r}

I,5041

{6e}

25t)

{3&}

1 4A4

16001

{? 1B}

1 

.1 

,387)

{1,11
0ther finuneino ond investinc netivities
f{et ehqnoe !n cosir snti cosh equivolents {465} 37C)

' icwer 20 l4 rret rncome, compcired to 201 .3,

s chcr:ocs ir: occruol balonces, moinly reioled lo tin:irq ol crpilsl prr:lecis,

* chlnges in regllcbry occounis, inclltl,rg ihe reicil seiilemeni ona exierrll reveni:e vorlcnrl occor;nls; orrcl

o pcrtioliy clfsei by licher prcperty, plcni cnc equipmc,r J,pr,:L - o. rrr,,n!c : ?0,l4, moinry rerated io the growrr in ccpitol osselr os
we ccnlin,e lo ploce new csseis tr:,serrric.:, aons slenl ,,viil clr onco lE c.cpilol wor[ ,Dfcgram

Finwmring &criwi*ies

$l,OCC million in shcri'"lerm ncies wllh {..1 lerr lo rll.liurir.,, ci ]e:: lhlr. 3{:5 tc.vs, onC o,:, p13,761,.,in6 cr*rJll ic:ili1,

ncrrncl ope;-cting req uiremenls.

2C 14, $ I , I 87 mtiiion remoineC cvcilol;ier rrtil October 20I 5

porlion cl cur ccpilcl expendilures. Thc creCil rolings cssignecl to cur debt securities by exlerncl rolinq aeenci*^s ora imporlcnl to our cbiiity
io roise copiiol ond lundlng to suppcrl our L:;-rsiness operotions. A.Aeinloininct slrorg creCil rctincs ollows us 10 gccess copital morkeis on

&permring Ae*ivlries
Nel cosh kom ooercling ccliviiies CecrenserJ by $lae million to $1,256 rntllion ir 2014, cospcred to 20;3. l'le decrecse wos orimcrily
due lo lhe followinq:
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'cnceiiiivc 
ierms A moter"ioi ciowncrr:de of our c'eCii rciinqs ,,voulc I kely increcse ouf cosr o1 fundinc signiliccnily, cnc ouf abiliry to

ocress lur'dirr: crd copllcl through the copilol mcrkels cculcl be reclcec. our corporore crecJit rctings lrom apprc,ved rorrng orgoriz-ohons
cre cs fclicws.

Rs*ing
Rolinq Short-ferm Debr lons-lerm Deht
DlRS Lirnirei

A4ocCys lnvesiors Service lnc
R-1 {middle )

Prime- l

A,l

A {higrl
AI
A+'

Slclndcrrj & Poor! llolinq Services lrc {s&Pl

perrnissible debl os o perceniaqe oi cur tolcl ccpitoiiza,on, I . ; .r r[: 1 to "= ,,.relr, unc! impose cr neqoiive pledire provisior, subieci ic

Hcw'eve1 lhe credil nqreerlenis require thcl we provide nolice lo the lenders ol cny moleriol cdverse chcnge wiihir lhree business dcys ol the

subsidicries r:cnncl exceec l07. cl ihe lotr:l book vclue of o!r ,-.,ssels. lve r.vere in compiionce with oll ol lhese ccvercnrs cnd linilctiors cs orDecenber3.l.2C1,1.

lr 20 l4' ''v: i:sled $628 millrorr ii lcnc-ierm debt undrr cur M'l-\ Prcgrr;n, cr:mpcrecl rc $ l,l 85 mlllion cl long-rern d+bi lssuel in ltl l.ln20 l,l,wealscrepcidS/5Crnillioninmoiuringionq-termdebr.co,npc,eCto$60Cmtllionof 
long_iermdebtrepcidin20 l3 lncrjCiilon,

lonQJerr:r debt toinllii:g $25 I ' ' ': ' o ,,r rl t- Norlolk Power rcquisiiicn wos repoid rn Sr:ptember lOl4 we hcd no sl-;orl,tern r.ies
orrlslcnding ot Deceriber 3 i, 20-i4 or Deccrnber 31. ?Ol 3.

Common shcre dividerrr:ls cre ceclclrei ai lhe sole discretion oi our Boord r:{ Direcicn, cnd nre reccmmencJe.J by manogemenl bosed on

declcred <rnd ooiC in lle fcllowir.rt euorter.

During 2014, '*e polcl CivldenCs tc lhe frcvince in lle cmount ol $2BZ millicrr, ccnsisting of $?6g million in .olnmon siro.e CividenCs orC
$ l8 millron in prelerred shcre Crviderds, ccmpcied to dividencjs ol $2lB nrillion, consisting oi $200 miilion ol commor shcre CjviCends ond
$ I B million ol prelerred shore Cividercls, poici to iie province in 20l3

cjeiiver r:ppropriote linonciol reirrrs ic cr, Shoreiolder

lmvesling Activltlcs

sysiem infrcslruclure, inrprove olr systens' relir:bi ity orc! perlcrmonce, cnd improve service lo our cuslome.s. We mcde ccrpilci inveshrenls
totcllinq $.l,530 million in ?0 14, corpcre.l io $1,39.1 miliion of copitoi investments in 2013, cnti hcve plccer! $ 1,5/4 rnillion of new::ssetsir-servicein2All,conrpoiedlc$1,,19 I millionof ncwcsselsnlocedin_servicein20 13.

Copilcl investmenls consisl ol ccsh copilcl experiilur*s and reloled occruols. Copilcl investments primr:rily relole io sustoining, enhoncinq cnCreinlcrcrnc orr lronsmissior.r ond distribution lnfrosfruclure.

16r:r errded December.? I {ntillions <:{ CororJicr dollorsf 20t4 ?01 3 $ Chonqe 7" ( nonqc,
Trcnsm ission

Distribrtion

Other

845
680

5

714
b73

7

Itt

7

\2j

IB
I

{2elloful cqpit0l invesknenls I,530 1 ,394 r36 t0
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?onsnrission Copifol Isves fmenfs
Or";r20l4tronsmissionccpilcl inveslnenlswele$S45miliion,comporeci to$Zllmrllicrir?0l3.enincrecseol$l3l nrillionor.l B%,
primtrrilv due lo susloirrnenl progrcm: lo cCiress cur cgrng infroslruclure. Grven lhe cgilg ci cur rnircskuclure, r,re htrve ongoing inveslmenj
plc)ns which ore CesiqnecJ tc rellcbly pcwei our economy ond lo sLrprcrl lhe irncvctian tlcl cc:r bc expecieri over lhe nexl deccde.

The lollowing lcblo pr*serts lho moin ccmponenls of our ircnsmission copitcl irvestmerls irring 201 zl ancl 20 I l.

Yeor ended Decemb:r 3 I /arilllons of Conadian dollars) ?sl4 ?01 3 $ Chcnee % Chgnqe
Srslc inmenl

Developre nt

Other

ol3
r32
s&

481

170

63

1tl

{3 8)

25

30

\22)
4A

Tolul fronsmission ccp!tql investrnents &45 7)4 t3t IB

Susloinmeni Ironsrnission Cc:piiol jnvesirrenls

olr currenl lronsmissicr su:lcinrenl progicms incluce pioieclion r:nd conkol syslo.rs,
wood poles, breokers o.c hich-vcl:cge inslrumeri konslormer replacements. cur
2014 konsrnission su-qrcirmcnl cilpitoi invesrmenrs were $615 rnillicn. ccnrpcrr,,c.:l ro

$48I rnillion in 20-i3, cr ircrecse ol $144 million ,:r 30%. The incru;ose wc: mriniy
due to the lcliow,irtr.

Tronsmilsion (opitol lnvestments
Intiiict:; c{ itiitrs)

o severol sysieri i'e-inveshenis, including the Gerrcrcj oncl J,m:rrn: rrcns,ission
slolions orrr.i :lew Vpe cf breokers ol cur Bruce Trcnsrnissir:r stntion, wlricl-r
prccressed i: 2C': A , as well os cornpleted projecls, sL:ch cs r,e pinord

Trcnsnrssion srorion Breoker.s onri the wclllocoburg Trcrnsmission si..rrion;

* severcl reploceme:is cl enr-of,l;fe power lronslormers el cur ?cmbroke
lir:nsrnissicn Stclic:r ir r:ostern Onlorlo, cnd our Hcrover, Allonburg, rncl
{:lmirc lrcnsrniss;on slcrions in sourhwesrern ontcrir:, os well rs lhe e*ergercy
roplocemerl ol o u;rit ol ihe Tr<;lclqor Trcnsmissicn Slolir:r;

io oddress lhe corr"lilicn r:l the conduclors on lhe 170 kilonretre 23C kV cirrurt fron the Chots lolls S**ching Station 10 ihe Hcvel.cl
Tronsmission slcli-r ir sculheosletn Onlorio, ond increoseC wcrk cr overhecd llnes wooC poie slruclLrre replocemenls; crnd

* incrensed'.zoirrm-'of reploc-'t.lo:is reloled 1c:clircssrrg agina proi{}clior crcl rcr:lrcl cqlipmerl

Developmeni &onsrnission Cerpilal lnyeslrnenls

onclinCuslrill cuslcmers OL;r20l4deveiopmertccpilni rnveslmentsloexpcncl cndrernlc:ceourrorsmissionsyslemwere$lil2nrillicr,
compcrerJ ir: S I 70 millior ir 2C I 3, u decrr:osr-' of $ "J 

8 ,n illior cr 2?-%. JhL,, ci,.,:r.:rr..:os,r'r wrs rrc;inly rrc 11 ihr,: ioll:w,nq.

* lhe ''uccessfL:l cr:mplefion oi our Sundusk r:nd Summerhcver Srn,iichinE Sictrors r-,pcrodes ln 20ll lo incorpor;tr renewohle snsrgy inlc
cui- lrc:tsr-fli5sicn system; ond

o reducel exr:end;llies relcled lo sone c{ our rcicr proiecis wlich were ccnplekrrl lr: 2C;4., surh cs ire hmblon i1 i.or1gwccrl
Ironsmission Ucgrr:de Projecl, lhe Bclrwick lronsmission Slclion, oncl thr Allcnbr-ru ,J.ln.rrL,!srurr5oton io,n.r,",nundnl.ry knnsmi,ssion
syslem :lcndcrds cre mei.

OtAer Irnnsmission Copitol lnvesfmenls

Our 20 lz1 cthcr trnnsmissior copitcl invostments were $Bg million, con:pcreC tc $6ij nrilion in 20-l3, cn ;ncrecse ol $25 rnlll;on cr 40%.
The rr:crecse rvcs n:cinly due tr: the lollowing.

I,Cf0

60t)

lnn

200

0

f;fr Susbinme ni IJ l)eveiopnorl il Oiher
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ol oLJr lrcllsmission syslem;

& iiie invesimonl jn olr fuvroll lrcn'.lcrmnlior Proitlll io reolizc vcrinus process eli cie,rcie.s; ord

* pcrliolly r:ffsel by o decrec:;e lrorn rl'e hi3her inveslrnenis ,n 20 , ll os c res;li oi enerqencv lioccj rrslorrlirn rvor[ ct c,.r tichvier,v
ironsmissior Slcl,r:n resullir,q lom c nc;or .cinslorrn in Jlly 201 3.

&lofor lrcrnsrnission Profecfs

-!unr.ncrizes llre ,.iclus cl clr mcicr prolec:s oi Deccmber :] 201 tl

Proieet Nom* locotion Type

PlEnned

ln-Serviee Approved
Sate Budqei

eopitol eosf

{c-0ote €urrent $totus
lcrnbtcn Jo

Longwr:od

Trc rrso: issiol

Upgrccle

Sorrlo crec 1o

wesl ol londol
c |Gai

Souihweslern

Onlorio

Rciry Rivey,/[orl

Irc lces

Nc.:rlhwesktrn

Orlorc

I r() nsm lSsIcln

linr: locrcd::

New
lro nsm issic;:

slcircr

7A14 $,1 I miliior $24 nillion

201A $25 rr:illion $21 mlliion

Plocecl rn'servite in

Seplenber ?01 ,t

Pioceci in-service ir
Sepiember 2C 1 11

Barrwrak

Tro nsr: i:sior
Stction

Alionburg

Trc; nsm issicn

Sictior

Nrcgcro creir

Scllhw,e sterrn

{)n1o rio

Ircnsmission

slolicn upcrcrc.le

2.A14 $ljil mill;cn $29 million Plcced irtservicr: il
Decenrber 2Cl4

-lbronlo 
A,4idlowl

Tro rsrr lss icir

Re iniorcement

Torcnkr

Scrii'wesler ir

Onlrrrro

New
lrcrsmission

ltne

2015 $ I 1.5 millrcr $E3 nilllion Proiecl is ir
pra9r0ss

OL;oiph Areo

Trc nsrr issio;r

Refurbishrneri

()lll'lph crer
Souli.:re slert

L)rlcr ricr

fio lsn lssion

lrnr: rpgrocle

?416 $ i03 rllion $?,1 nli tor Projeci is in

prcqre ss

rv\crrDy

Tronrm issior

Slctior

krrorlo

ScLrll':wtslorr

Ortoric

Itcrsti-rsicr,
slclion lpercde

Prcjeci is rn

proqress

2C 16 $21 miliir:n $ il niliior:

Clcringlcn
'Irc 

ns;n issrcn

Slation

O.rhcu,,o r:rec:

l csJern (lTA
New
Ircrsn:isslcr

siciicr.r

?O),7 $292 rilicn $12 rnillion Prcjeci is il
progre ss

Supoly lo

[ssex CcL.;rr1y

Trclsm rssion

Reir:forcemenl

Windsor Issex

cre o

Sollhwesierr,

Onloric

I \ew

lrr:nsmissicn iine

cnC skrlior

Ncw
lrcrnsmission

line

201 B To be

delermined

Seclion 9?

cpplicclior irlecl

with O[B in

Jonucry 20 I 4

Northwe:t Bulk

Trorsmission lins

IhunCer Lioy

Notlhweslern

Onkrric

As ecrly

r.:s ?C20
Irbe
delerrnined

OPA

rocomnendolir:n

lefer received in

Octob*r 201 zL
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l*mbron lo longwood lronsmissron Upgrode
Our Lcmblon fo lcnqwood -lrcnsnrssion Upgrode pro;eci involved the upgrode cl upprcxlmo,cly /0 kilcrnetres ul 230 (V cioubie,cirrurt
lronsmissicn iine hefweer olr l-cmbion ond longwood lronsrnissior slolions in sr:rtlrwcslem C)nlcric. Thc invesimenl reiurbished 36 lower

lochnology tlrcl cllowci lher vcsl rr:oicrily oi lhe toweis io remcin in plcce, crcl u,ili encble ocproxi-clely 500 A,4W ol a:dll;orcl clecn ener;y
lo be cr:nnecleC lo the grid. The r::Cditional ccpcciry, on the qrid will cis<; ccrlribule to rrtoetirg prcvircioi onergy suppl,,, tcrgels for instcled
ncn'hydroeleciric renewlL:le gererclion by 2C2 I

Bo rw tck Ir onsmission Slofion
Our Bcrwick Trcrsmisslort Slol;on provides more copocily lcr communilirs hejweor: liciny River uncJ Fcrt frcnces in norihwestern Onlcrio,
lhereby sirengihenirrg Ihe rellcL:iiity ol lhe power supply ior bcth resiCenlicl rnd c-ommercloi cusicrners rn lhe crec. The Borwick Trcnsmiss:cn
Slclioncoisisisr:l lwo li5LV/a4 kVlrcnslornrersondollcwsfcrshorierspcnsol ,14[Vpowerlineslcccarecl custcmersioot]rsystem,
uhimctely irnprcv ng ihe rellcbililY of their power supply. 

'lhe 
prolect involvec] in'hcuse conslru(iior cre',s, lcccl venccrs cnd labcur irom the

Rciny River [irsl Nctior commL:nihy.

Allanburg &snsmission Sloiion

Allonbrrg "itcnsmrssion 
Stotion I 15 kV swilchycrd shorl circuit iovel lros jncieo-soci onrl l^rre:lrc o.ro\rr -ulcb lity linits. Ccaseqrontiy,

uprrrode work wcs requrred tc replcce l5 end'of-lile brec;kers wilh uporoded short circuit ccpcbillry in occorcionce with ihe ;SC slondord.s.

&ron lo M idfown Iransm ission ft einlorcemenl
Supply tc lhe n:iClcwr Icrcnlo orec is currenliy ;:rovided by lhree I l5 [V cirruilr i:elwern the Leuside Tronsnrission Stotion cnd lhe lVi]tshirc

li^re Leoside cnd A4onby lronsmission siotions. The lbrcnio A4idir:wn r,.cnsmissior reinlorcemerl proiecl in:lr:des the repiccement cl un
oging underqrornd ccrble whir:h is necrinq its end cl lile; the instcllotion oi on cr-JdiIoncl I l5 kV circuit betrveer ihe Lecside crd Briclgnon

ore irlended lo reducc lhe risk cl power ouloges, improve reiicblllty lcr erlertilcrty crslorners, rlni provide odditionci supply ccpcbility tc lieet
Lllre lccd grcwl[ in nidtown Toronlo cs well os crecs to the wesi.

SuelpA Areo lronsrnission Re/urbis&ment

orec, includcs lhe inslcllolion of [n'c rew r:uloironsiormers ol lhe existing C+:i]cr lri:rsni:sion Siciror, r:n upgroie ol oprrroxirclcly iivc
kilometres ol cn exislinq i;-cnsmission line lrorn I l5 kV ro 230 kV rn sou$-centrcl Cuelpl, ord or ,;prcrrde ol the existing Cuelp;r Ncrtfr

ihe irpccl of cny mojor lrcrnsmissicr.. cllolJes on clect cJsicners

Monby lransmrsrion $tcrrir:n
'l-he 

A4cnlty Ttcnsmiss'or Slciion projeci will upgrode lhe stction sircrl circrit ccprbtlil, crd ins:cll higher rctecl breokers, which rvill ccrnl:

olher conporenls in the I 1.5 kV l/crnby switchyr:rd.

Clorrngton lrsnsmission Slation
Tc occomn:odcie ihe evenlucl rlosure ol lhe Pickering Nucleor Generoling Stolion, the Clcringicn Tronsrnissic. Slaii.n will provide odditioncl
ouloironsforrner copociv to i'eliobly sLrpply lcc;d in ihe eoslern G],A. Upon corrpleticn, the Clcrireto.i Tronsmission Stotion will ccnsisi cf M;c
500/230 kV culckr:nslormers c;nd o 230 kV swilcl'ryr.lrd, orrj will corrnecirc ihc exisiinq 2"i0 lV r,nd 5C0 kV trcn.:rrissio, Jines. ilre ci.jeci
will encble fulure eleclricily cjemtrnd growlh in lhe locol oreo ond pror.,iCe the crer: wirh rhe necessory lcciiities fo ensure o scle, rellcble supply
ol electricil,r lo exisling r:nd lulure cuslomers.
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Year erro'ed December 3l lrnillie:ns of Corodicn

$r:pply to fssex Couniy konsmrssion &einlorcemeni Project
Cnlcnr;..:ry 22,2014, Ll),irc Cne \el.rcrks srbrniileC : Leovo io Conslrucl applicalion to the Ot B undor Seclion g? of ihe CtB Acl tc

a proposed ltonsmission slclioi ir tle Mrriciccliry oi Leomington ond on exislino ?30 kV trcrsnissicn line betoreen Chcthcm cnC Windsor
The nen, lronsmissicrr line nrd lrcnsrrissicr siclror wil cddress fulure growlh in eleciricily ciercrd rnd onlicipcleC exponsion in ihe loccl
cgr-icuilurrri seclcr o:rcl ir.rovc ,he reli:billV ol erieciriciiy slppl,',r in iie Lrcoder \ly'irclscr-i:sex reqio:

AJort&wesf Sul& Iransmissinn Une

ln Ncv*mber 20,l3, the AAinisier cf :nergy issued c Direclive io lhe OtB, nhich in lurn issLreC o )er:isir:n ond Crder onJcnucrv q 2A\4
ic cmend lle itcnsrnission liconce oi Hydio One Nelrvcrk: lc Cevelor cnC seek cpprovcl lor lhe Nor;hwest Bulk lrcnsmissicr iin* Proiect, crr

grcwth cnd tccornmodole new generolion cclociry-. Over fhe lcng lerrn, it would olso enhr:nce the potentic! lor develcprenl crnC conneclicn
cl renewoble enerqy fccililies. Becolse cl ils rmporiorce ic ihe resior, this new line hos been iCenlilleC os a plloriry piolect in Orlcrics .il,P
ihe Norliwesl Bulk lionsmissicn Lrne Proiecf n,ill be leveloped hy our compory in coo;:err:ticr wifh Infrcsilct,re Cltcric l'he scope onC
iir:inct ol lhc proiecl .shcll be in ccccrCcnce wi:h il:r rr:c<;mmendolrons oi ihe OPA.

On Oclcrber 1 , ?-()1,4 llyclro One receivei o letter irom the OIA outiining lhe scope nnd tlrnirg of lhe i\orlhrrest Brik'ircnsmission Line

ihe develcprr:eni wcrk foi ihe proiect ond discus.sions cre oneoinq wilh lnlrcstrucjure Ontcrr:c on the proiect pk:n ond reloted occcunicbilities

*f}ler lrsnsmissicn fopir*f {nyesf&remfs

Pon,Americsn {Prsn Arn} Ganes
ihe Pcn Arn Gc;mes proreci trr:clirg inillolive is lrderwcy ic ensure rhcri we provide o frigh level of electricily sunply relicbillry tc ihe lcrn Arn

cnd Foropon Arn Games dlring the surn,rer ol 2C15, nrC lhol oporoling, mointencnce crnd ccpilol work prlcns r:re coorcJinr:led tcross lines ol
br-rsiness io mininrize ou1o.1c risi(s io ihe veruer hosirr:g lhe 2015 Pcn Am ond Pcrrcpon Ar:l Gornes. Key mc r:r ccpiiol prcie:ts nnd sile,specific

[:e nollt oll ol oui rus]omr-rs in the G1A

i"liogcrrei &einforeenrenf frofecl

excepllon thcl lcne irrcjeci r,,,r:rk irc: becr ceioyed clue lc cccess issues reloled 1o Abcrigirel lcnd clcims on r: seclion oi the line.

Sr'sfn&ufion eopireJ fny*sf*renfs
Or:' 201 4 dislribulicn ccpilcrl irvestme nts wE:re $6BC n':i lion, ccn-rporeC to $613 rniliic,n in 20'] 3, on increose ol $Z rnillir:r cr 1%, princrily
due lo our dlslribullon suslainmerl plcqroms lc r:CcJress our {iqlnct irrlro:kL:clure.

Tie lcllcwing loble presenls llre mr:ir ronporeirts ol orr dlsllibulior cr:pilai investmenls durine 20.l 4 cnd 2A13.

o.i,r / 20td 20r3 $ Chcnce % Chcnqe
Susloinmeni

Deveiopnenl

Other

356
?36

8E

3?4
?'J 5

114

3?

I

{261

t0

{231
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Suslsinrneni Dislribuiion Capinf lnveslmenls

Cur currerl dislrii:ution suslcinnrent progrcms lnciuCe wccC pcl* cnC rneter

replocemenls, errergency '.,^rcrl ior slorm reslorclion, dislribution sloltor refurbishnerls

ond upqrlCes, cr; vcl1i. ,elo -c o 1t rt s, opcr ror). rt )n ol cur rJislribulicn lincs

Olr 2014 dislribrtion slsloinmecl coprlcl invest;'nents \^/ere $356 mrlllor, compcrreci

1o $324 rnrllicn ir 20 13, cr ircrecse cf $32 m;llicn cr lC%. The increose is mcirilr
dre lo tht lcllor,,,ing.

r increcseC invosirrenls in meier replcrcemenls, including liror: Seniinel 165 n:eler

replccernenls ond F;elC llelering Services insicllotion.s;

* highsr volrne ol cnri-ol'lile wc,od pole repiocements;

o increcsecJ focus cr capilcl lines work, moinly due to lho iines lcrqe susiclrfieni
inificlives progr0m;

o ircrecslij work wiiiriri our slolion reiurbishrncnl progrcms dtre lo ntcrr:

relurbishments occon:plislred in 2011, crd

e pcriiolly ollset by iess slorm reslorci:or work ir 20 lz\ Cue 1o lcwer slorm ccivity
compored tc 201 3.

0istribution Cepitel lnveslmenls
lnillilrr cl Ccll:.-.]

r.0J0

ll00

60c

400

200

o

ffi Slsioii:rcr1 D l)eveiopmerl [i Olher

Dcvelopmenl Sistribution Capifcl lnvesimenis

Orr currenl rievelop"rrnl ::rr:tecls lc expcnC cnd reink:rce our cisilibL;lion nel.work include new {:usior.ef ccnnetlioris orC lporcies, slistem

ccpobilly teinllrcemerl prolecls, line lrcnslers requesled by our crslcmers, cnd conneciions lo r'rew ger:erciion iociiities. Cur 20 lz1 dis:ribution
dcvelopmenl r:opilol expenciilures were $236,nillion, cornpcreC ro $?35 rnillicn in 20'13, on incrrlose ol $1 n:illion. The i:rcrecse rs mcrnly

due lo tlre lollowing.

e increcr,etl wolk lor .:Lrl,rJivision connecfiols new cuslcmrr corneciions, r:rd ;pcrcrles;

o lht: prrrhlsr oi reir:il rcvenlc nrelers ior oll new connr,,cliors rrC srr.ricc u;;grrr:1es; cnd

Other Dislr ibution Copilol /nvcstmcnts

Crr 2Cl4 clher Ciltribuficn cupik:i expenr!ilures were $88 miliicr, r:cmpr:red to $l l4 rn:lllon ir 2013, u decrecse ol $26 miilien cr

23%. lhe cjecrerse is noiniy due io ihe followinc.

' rJecrer:sed expenCiiures in 20 14 relcierJ lo ClS, os it wcs pk:ceC inse,r,ice n l/rry 20i3;

o decreuse due to 1-righer lrveslTcnls in 2013 cs r: resu]l ol: erneroencv ilr:cd r:sroraiicr lvorI c1 our Richview irnnsmissir:n Slclicr r:suliinl
from c mojor rclnsiornr in.lrly 2Cl3;crd

* pcrficlly oflset i:y ii:e inveslmeni in our Pcyroll Trcrr,sfomolion Proect lo:rclize vcrioL;s proL:ess clficiences.

Future (apifexl lnyesfments
Our r:cpitcl invtslmerls for 20 I 5 ore budgeted ol crpproxinclcly $ 1 ,60C million. (Jur ?01 5 ccprtol br:dgets ioi our Tronsmission cnd
Dlslribulion Businessers ore opproximolely $900 millicn cnd $lCO m;llior, resper:liveiy. Consoiidoted copitcl investm*nts cre *-xpecteC tc Le

oging inlrcslruclure. Out:usloinmenl progrom copilcl inveslrxenls cre expected to be opprcxinorely $925 million in 2015, $950 millron

in 201$ cnd $ 1,000 rniilion in 2A17. aur developrnenl ccpilcl inveslmenls cre expected 1o be opproximotely $450 mill,on in 20,15,
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3450 million in 2016, cnd S375 rnillirr in 2Cl 7 C;r Cevelopment prolects

include the inlercrer nel"vc.t upgru.rs lhrl rr:iieci --rupply mix policies, locol irec
supply imprcvemenis, lIe ADS l:o;ecl, new ioci ori genernlion conreclions orC
requir-enenls lc encble DG, r:nd crsloner denond \4,o.k. Olher copilcrl inveslmerls

{re expccred ro be $225 million in 20,1.5, $225 nillicn rn 20 16, onC $200 miilion

i:r 2C17. This inclucles investmenls in cpercrlinc inlrcltrlcture integrclion, rnlormclion

leclrnology {lTJ, lle--t servicr:s cnrj lccililies, cr: reci esicir. Cur lr.,;iure copiiol
inveskrenls cmcunls do ncl irclllie flllre IDC crcquisrlions.

l-lydro One's plcns lo moinlcin, refurblsh or repiocr* existing lccilities ore develcpeC

cn the bcrsis cf moinienonce stnncl:rds, cssel condilicn ossessnerls cnd end-of-life

lrilcro specilic to eoch rype r:i :qurpnrerl. lricrii:es ori: ossrgneC to elrch trpe ol
invesimenl hnsed on ll-:e risks lhlt it r:iligc1es. in caCilion, r vesinrenls lhot orL cross

lunclioncl cnd/or require ll invclvenrenl cre gc,verned by o productivily lromework

with subsk,.ntivc benelll.s. Thr:sr: icpilo] invcstrreri plons orc olso irrcludcd in cur roio

iilinqs s!Smitted lc tle OIB lcr opprovcl

f uture Capitol lnvestrnents
fr,/lir: rl rui;;::;

2,Oci

l,i:f0

l .2c0

EO0

40c

0

S S;rsloinme nl l) Developmcrt il OlLer

Ironsnrisslon

circuils cnd powtr lrcrtsicimers. Also, q ven the cufre!"ri cqe of our cssels ord rnfrcskrclurc cnd ]c crch;eve sigrificorrl cosi elliciencics, wt
hooe rnoved lc a more inlcgroled slciicn cnC circuil cer:hic refurbishmenls opprooch lhnn ltos bcen und'ertc[err i.isloriccrlly in crder to

ccldress nncl bundie componenl cnd ,efurbish.renl repk:cemcnls thol would hove occuried over lirne inlc cne prci*ci Tl':es* lrvesinenls cre

envitonmenlcl cbleclives.

centlol Cuelph; inveslme.is in ADS; ret]urrereiris fc encLl-. DG; lhe Slpply 1o lssex ( o,r 7 e rrr . r.:mcri l:cle:i. I ntw

lrcn5nission syslem, howeve; liese rnvesinenls ore lcrgeiy iundecl by lhe conneciin{l .lelerolio. clslcr.e.s

inveslmenls wilhoul o recsoroL:le exleclclrcr ol reccverinq ihem lircuclh our rcies.

--hc 
cctur:i 1 n'ing cnd irvesi.renls oi rnony oevelopmenl proiecls ore uncerloir cs llrey, grs Ccpcrlcr:] lpir voricls rec,;lolory cpp,ovr:1.:,

ore clso iepenCenl upon lhe liminc; cnd level ol eenerclor conlibulicns lor encl-:lirq iocilities.

$isfri&utior
Dislributir::n copital inveslmenls ir:cluCe lhe sL:sloinmerl ol cur inkoslruciure. Our core wc,rk will conlinuo to focus or rcirlcirirct llr--

replocernenls of equipmenl ond componenls lhot ore beyond iheir expecled service life, cs well cs increcseC wocd pcl*- replccements and

Cistribuiion sirlion rellrbisirrenis. Susloinrnent copilcl inveslments reloteC tc the snort melering prolcct will Cecrecse ti.rough 2C16

Dislribrtion developmenl cupilr:l irveslments cre expeclerJ lo be relctively siohle throL:gh 2016, wifi the exception cf ccpilol ccntribrtions lor
copocily improvenenls c1 the Orlecns Trcnsmislion Stclion in the Ottowo oreo in 20 15 crnd the l-iclmer Trcn:mission Slclion in ihe Sudbury

crrec in 2016. We will conlirL.re lo moke inveslmenis required lo connecl new lood onC DG cusloTneis, oi well os inveslnenls lo ensure ihe
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sv)ien is ccpable ci :L:pclyira {:i..rsiomtr reeds Dlrirg ?01.1 ond 2O 6, o nurnb.r oi orjr proi*ci.i ',vill o;lCress lcccl lcoC crcwih issues.

Generciion ccnneclion invesinorls, ccrsiriing ol CPAlonlrrcied FII cnC AlrcroFll Prcercrn qel.:erctcrs, r.vill Cecrecse trs ihe voL:me ol
ccnneciions is expecled 1c decreose.

l'he ADS Proiecl coniirues ic cilo: vorlous technolcgies ond iclcled ccpitcl investmer:i: and will beqin lo Cec,eose irr 201 J cnd 20,i 6. p:lol

lechrclogies inciude improvemenls 1o ouloge response moncgemenl thrcugh rncre efleclive rescurce dispr:tch, .rutomclicn lo isolctl lcllis
where reeded, cnd the Cynonic regulotion ol uoltcr;e tc r--Cuce pow,er lcsses.

Off -Btllsnee $heef Arrqngernenfs

conCiiion, chcrnqes in {lnorcir:l corrditicn, reverues cf expenses, results cf operolions, liqLridir,,r, ci:pitcl exoerCilures cr ccpilol iescuices

surnmory $* eonlnecfuol obligoliolls $nd sther csmrnereiq! commifnrenfs

December 3l,20l4 /,ni//ions of Conodion dcllcrl Tolsl
Less thsn

n year 1*3 yesr* 3*5 yeurs
&4ore thein

5 yecrs
eonfroetysl obligolions ld ueL lsy'yt:c r )

Long-term debt - p.incipul repoymenisi

t,
Pens ior r?

Lni,ironrrenir: I o nd cssel rsli remenl obl ioolions''
Cuisourcing ogreemerlsr

Cperclinq leose commilmcnis

8,9:',3

7 765

361

284
701

A5

I ,100

187

73
291

t9

550
4lg
114

t9
i7q

7

978
677

b,2q5
5,895

2;;
]C

121

t3
?

Tolol conhoctuol obliqotions 18.079 I 348 ?,444 I,a5t 12,336

Sther eommerciol conrmilrrrents /b1, yeor r'l ilrprryi
bcfl, lo,l

lellers ol credif
CIL:oronleesc

r,5c0
I .lzt

331

|3A

33r

r,500

Tmrol orher commercial eommil:nents 965 465 50c

iccor:e or c: o cosi ol orr toDlicl qroeroms

beneil: orccirirol cssrrpl 165 in ,1r (,lrori .,:L,e 7t r ?.t,5ate rci esiimohleoj tnistire

ioreccsleJ expenCitu.f, potion reilect: cur picnred work prcgrcms ior lhe cerlods.

ihe corirocluol crounlr d :closed lnclude on esiimctad conkorllcl onruol inflotion odluslmsnt in the ronge oi I .9% io 2. i %. Poyments in respecl of orr ortscrrrincr

our ccpilnl progronrs.

: ln s;ppo,i of oL:r liquliiry- requiramsnls, rve hcve c $ 1,500 milllon ievolving stundby crecllt ioctllry with o syndiccie ol bonks inoiuring in Jure 2019.

reouired by l[e ]iSC's Mcrket Rules, rsirg porcrioi guororJees of $330 milltor, onC or behcl{ ol uo Clstiibulors osinsl ioioi quarcntees ol $ I million.
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R&IATSE PARTY TR&IqSAETION$
lVe cre cwned by tho Province. The Ontorio Iiectricily Fincnciol Ccrpcrolrcn {O[1'C], lf 5O, OfA OPG, cnC llre OtP, ore reioted porties

ic our cor.pcry becouse li*y ore conlrclled r:r siqniliconllv;nfl,;encei 5;, t:e Prlvr"te ihe lcllc,u,lnq ls c slrrcrv oi crr relcieC pcry
irunscc;ions rJurinS; ihe yeor ended December 3 I , 20 la.

The Frovinee

s D;rinSJ 20 I 4, we polC divlderis lc iIe Province totclling $ 2 87 r: illrcr, corrpcrec :c $ ? I I nillror pcrd ,r 20 i 3.

e ln Ncvemirer 2Cll, we redeemed the $250 million Provincc ci Crlrric Flcoiinr-Rcie No:es hold os c [:nglerr. inveskrert
Ihese noles wcre cricinclly purchosecr in Jnnur:ry 2010 wifi o rciurily- dlle of Ncv*:rber I ?, 20 r4.

IESS

sp&

* the OPA flnds subslonllclly cll ol r:ur C)AA prcqrcrns.'lhe ilnding includes pro5rom cosls, inceniives, urd r'rcrrcgerneni iecs

During 2014, we recelved $33 million ircm lle CPA relcled to these prc,grcrns. compcred tc $3,1 riiltorr iec.ived in 2Ct3

&p&

* )uring ?Cl;lf , tve purchnsed power in lhe cmc:unl ol $2ll *illicr lrcn CPG. conpcrecl to $ l5 million in 2Cl3

' Cut compony hos service level ogreemtnls nilh OPG -fhese 
sen,ices lnclrde lielr , ergineerinc, logistics cnC leleccrmlrricclioirs

services. Our 20 I I olher reverues incluCe $ I 2 rilllor r;latei lc lhe se se:vrce levei crTreemerrts, compcred to $9 riilior in 2C I 3

Cllr 20 l4 operolion, rncinlenonc-- ond odminlslrcllir:r costs relci:C ic ther purchcse oi services wilh rcspect lc; lhtse:;ervrce levei

ronlrccls were $1 nillicr, compored io $l miilron in 20llj.

mxFe

e hrinq 2014,we r:cde pcymonrs ir lier cl corprrc:le lrcorne loxes ro ife OEIC totolling S8{: rril}icr, ccnpcred ic p:rvnenis oi:

$ 138 milllon rnode in 2Cl 3

* Dlrinq 2014, we curchosed power in ihe crnornl oi $9 million l,orn p,:wer corirccis nclminislereC by the CtlC, ccmpcreci 1o

$B m'llion prrchoseC in 20,l 3.

u )uring 20 lzi, cur compo.y po'ci o $5 million crrrnuol lee tc the 0[:1-C, conpored to $5 riilion poid in 2C I 3, ior indemnif icr:ticn

cgcinsl odverse clcirns rn excess ol $10 million pold by lhe OtlC wilh rr-specl 10 certcin oi Ontorio llycirc:'s businesses tronsferred lo
Hydrc One on April I .l999.

' Durng 20 14, we clrrchosed pcwer in the cnounl ol $2,S0 I millicn lrcm lhe IESC-crdnrinislered elertriciy rcrket, rompcred tc
$2 477 rntllion purchcsed tn 20-13.

s \r',/e receive revenues for hcr:smission services lrom the iiSO, bosed cn OlBtrcprcved LJTRs. Our 2Cl4 tron::mission revenurs irrclude

$ t ,:SO i-r:il ion relcleC lo these services, cclrrpored ro $ I ,509 miil;on in ?O I 3.

e \&e receive cmcunls ior rurr:l rcrle proieclion kom lhr: IISO Our 20l1Cis]ribliroil revenucs rncludc $127 miliir:n reloted 1o this pror;rom

ccmpored tc $122 million in 20 13.

* We reteive revenues re[lled 1o the supply ol electiiciry io fe]nole ncrlhern cor;rnuniiies lrom thc liSO. Olr 20 lzX Cistribuiion revenu.r
;rciude $12 millicrr rolcted 10 tlrese services. compr:reC tc $33 ni lior ir 20lJ.
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&fis

E UnCer the OES Acl, the OtB rs required lo reccver crll cf its cnrucl operrlin!; cotls irom gos ond eleciriclty Clslributors cnC trcnsHrllers

During ?0121., we ircrred $l2 million ln O{:lJ iees, compcred tc $l2 m:llicn incurred in 2C13.

At Decenrber 31, 20,l4, tho o*rouris rlue frcr cnC dre lc reloleC pcrlies os o result of lhe lrorsociiers C-.scrlbed c[cve were $?24 mi]lir:n

cnd $2'2.7 rnrilion, respeclively, conpcrcd to $ 197 million cnd $230 millron cl Decenrber 3'1, 201 3, respeclively. Al Docember 3l , 2014
incluCeC in omourls dL',;e to reloled pcriies were ornornls cw,i.g lo ihr ltSC in rospecl cl power purchoses ol:$2 ],X miliron, ccmpcreC tc

$2-1 Z millior c:l Dece:'nber 3 l , 20'] 3

eshlslsERATrohrs 0s et RReNT 6€se{se1}e €0NslTt&Ns
&ffect o$ tqod on R.evenue
Cur iocd, bcred on ncrmol weolher pctlerns, is erxpccleC lc i.crecse ir 20 l5 due lo economic growth irr oll seclors ol ihe Orlorio eccromy,

porliclly ollset by the lor:i inpocl cl C.DAA cnd embecided oererolicn. Overcll lccd growth r:iue lo the econonry olcne is lcrecasted lo be

opproximcrlely I 9%, ryith lfe cornnrercicrl ond industriol seclors s icrhliv oulperforminq the resiCerrticl secfor. The lccd impccts oi CDIrA ond

enrbedded generation cre experleci ic hlve r regolive rmpc.;cl on iood growth of opproxirnotely 0.5% cnd 0../-.til., respeclivey. l)n the wloie,
oui lood i-s expecled lo ircrec;se hy crpcrcxincteiy C.Q% ir: 2C15. Lrrr cppiovecl revenue requirenrenJ lcr 2Ol5 hos token ll're negciive

locd irn6:ocl ol CDAA ond embeddeC llenelolion iflo ccco!n1. A lccrd qro.,^/lh below our lccd iorcccsl, included in our approved rev€nue

reqr:irenreni, would negcrlir.cly irrp:cci our lincnciol resrrlls.

Effect of In*erest Refes

lhe chcnqe belrvilen lre current Lr:ng Ccnr:cic Borcl Forecr:sl ord the riskjree rcle estcblished at 4.25% onC 5C% ol ihe chcrnge in lhr: sprecd

ROE woulC reduce llydro C)n* Neuor[s'lrr:nsnission crd dislrbulior brsinesses' 20 l5 resu]ts of operctions by crpproxir:rciely $2C nlllion

requiremenl thal world be impocled by inleresi rr.rles is llre felurn on Cebl. The dilference bellveer oclr.;cl inleresl roies on new Cebl issucnces

nnd those opp:rcvi:d lor rellrn by thr.l Cli3 would irrpcct our results cl operr:tions.

Imp*li eosts

..- o.L .t ,- j

Durirrg 20 i/t, we iinr:lized o new oL:lsourcing ogfuenrnl wil[ irerqi 1or lhe r:rcvision ol cerloir: services, ls well cs r ii:c,1i:ics

orlsnurcing ai:trecment. Deicils ol lhe new oulscurcirg agreererls clr be icr.a in lhe sectron "New Developrnents in 2014 - Other *
Cltsourcinq Agreemeri.s "
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Fencion Flom
h )A14, we conkibuiod op!rcxirnr:lely $ 174 nrillior lc nur pension plon, cornpcred lo cc:lribrlions cl cpprcxiu-lcleiv $ 

.160 
rnillion rnoCe in

i013, orC ircurred $ l5t nilllo. n nei pericdir persicn benelil cosis, compored to $28/ r:illicn ;ncureri :n 2C13. V'/o currenlly estimcte

our lolol ornuci persion cnrlribrliors tc be opproximcrtely $124 million for 2015 cnC $l25 niliicr: for 2Ci6, lcsed on an nctuoriol

voluolion cs il L)ecembe, 3l , 2Cl3 cnd pr6]sc;si levels ol pensioncbie ecrnincts. Acluorlrl voirotion: cre r*qlired io be illec of leost everv

lhree yecrs. {:ulute mininrr coniribulicns beyond 2016 will he bosed cr cn ccluoriol vclrclior cffeclive nc ir:ler lhon December 31, 20.l6
ln20l4,curpensionpcrr experierceCposiliverelurnsol opproxinrr:tely12.3%,cor:pcredtocpprcxinclelylT.g%in2013.

Our pe nsicrn Lrenef;ts oLlligctioir rs irnpi:cied by vorious cssur.':nlions ond estinrcles, such cs Ciscornt role , rote ol return on plon cssels, rc,e

cf ccst c;i lrvrnq rrrcrecse , clnd moriolity ossumptions. A frll discussicrr cl rhe sicnlilccni cssumpiions oni eslimules clr; be lou"d in llre slciron
"Crilicol AccoL;nling Estimcles - Employee Future Benefils."

RISK MANAGTMENT ANM KISK Ti&ETSR$
\&e hcvc or Inlerprise Risk lfuncqenent {[R,\4] Prcgrcm llroi uinrs cl br:loncing husiness risks onr.:l reli..rrrs. A conporry-wide opprooch erobles
regulcrlor'7, sirolecic, r:pe rclicrrl cnt-l fincnciol risks 1o be nrcnoger: ond oligned with our slrci.gic gcr:ls. Orr iil/t4 prcgrom helps us io better

cssessing, evoluclirrg, lr.niira, mcnilcrina ord ccmmunicolinq risks ocross nll Iines ol blsiness il suppcrls orr [JcorC of Direclors'corporole
governonce net-'ds crd the ciue iilrgence responsibiiiiies ol senior rncncqerlrenl.

is lhe iist r:i Lty rlsks prepnred by senior mcrnogemonl. ond represerls the gr*r:iesi rhreris 1c rneeting our .llroiegic obiectives. T|,e llocrc ci
Direclors' aormillee-s teview rsks relevcnt lo lheir mondcle cl ev--ry .neetrrg. The Audlt, Iincrce ond Pension lnves]men1 Ccmn:il1ec ol cur

BcorC ol l)ireclors onnuolly reviews lhe sk:lus of our lnlernol conlrcl lrcmewor[.

Our PresiCent crnd Chiel fxecuirve Oflicer {ClOl hcs ;:liimot* occouniobilit,r ior risi monottenenl. Our leodersh!p1ecm proviies senior

ilnncgemenl oversighl cl our ris[ pcrtfclic cnd our risk monogernenl prccesses. Ihe lecriership leon provides direclion on tle evolltiorr oi
ihese processes cnc] iCentilies priorr! rrecs cf 'ocu.s icr risk cssessmenl ond miliootrcn plcnrrnq

ncintoined by cL:r ccr:pcny.

Ri:i ccclF:toncc or miiicciion decisions ore moo'e wilhin fhe r sk tclerunces specilied ir;r ti:e hecd ol ihe :rbsi,,iir:rv or lurrction.

Tie CIO prr:vides suppoLl lo lhe colnmillees cf our Bocrd ol Direclcrs, lhe Presiderrl urd CIO, the serior mcncge.nent teon cnC !.ey

ncrogers w'tlhin out compcry."l-his sL:ppori inclldes developing ris[ rncncgemeri kcmeworks, poicies cni prccesses, irlrodutinc orC
prcmoirn{..1 new l--ciniclues. estcblishine risk lolercnces, preporlng cnrucl coiporoie risk prcliies moirtoinirg c regrstfl ol kry b,;siness

eilecliveness oi risk mcnogenrenl policies, proce5ses cnC syslems. Slorting in 20 13, olr Lloard ol Direclois hos tckcrr cr nr enhcnced role irr
oui governcnce slru.iule. Ecch ccmmillee cl the Bccrd ol Direclors will toke cccounlcbil:h7 for reve,,orinq speriflc risrs of our compcny.

Key elernenls ol our IRAA Prc,c]rcrn enoble ls 1o identily, ossess cnd morilor our risks elleclively. These inclL;de hcvirq on IliAA policy ond
fromcw'r:rk '"vhich cornruniccles cur ph;loscphy ond process lor risk mcnogemeni ccrcss cuf .cmpo.ry. A cllscussicn oi risks rs on inlegrol
pcrrl cf coch line of business' plcrning dccumenls on on cnnuol bosis. Risk identilicclioir i: clsn ccnsriereci os porl oi eoch bLrsiness cose lo,
irveslmeris Firclly, Cisrrel* ri:k ossessrnenls ond wr:rkshoS:s ore perlormed lor specilic Iines c,f business, kcy projects cnd vorious proftlr:s,

sLrch os crslcn:er reiclionships ond regulotory complionce. ln order lo drive ccnsistency throuchcut our risk icjerriificotion ond risk noncgemert
ptocesses. vve use c slondr:rd list of r;si< sources known cs our risk universe. Tl-:ese scurces ore moinlr:ined in c srnqle dolobose lhcl provides

\rt
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c cor"tsis:er]i bcsis lcr f l,..i( ,Cen1i: colian cni clcssificolion cr-d serves ils c reposilcry for ;lr risi usse;srief is. All risk rssessnrenis ir cir
ccmpony slorl wilh lhis rrsk universe. We clsc use slordcrd risk crileric, which estcbllsh lhe mehics oncl ii:rminclccy used for cssessirct cni

incluCe lormolly estcbl;sici risl lolercrnces ond stcncJcrrd scales lor cssessrng the probcbiliry cf c risI moteriolizing ond the strenqth ol ccnlrcls

in ploce lc miliqcle lhen.

Our key risks cre os iollcu,s

0wner*hip by $he Frovimce
The Province owns oil ol oL:r oulslcnding shures. AcccrCingly, lhe Provin:e hrs lle power to cjetermine the comp:osilior al cur Bcr:ri
of Direclois. cppoirl ihe Clc,r, cnC inllL;ence olr mcior business ond cornorote decrsicrs. \A/o onc lhe Frov,nce hcve entered lnlo c
memorcndum ol ogreeirenl relcling lo cerloin ospecls ol lhe governcnce of cur coffpcfry. PL,rsucnl lo such cereemenl, irr Seplenber 2008,
the Provrnce mode o declcr<rlion rerrovirg cerlcin porreis lrcm our ccnpcrrl,! directcrs perlcrning to tl-e cff-shcring ci lobs unCer lhe 20Cl
lnergi Agreernenl. ln ?Cl l, lhe Prcvince mods cr declorotion prevenling or.l ccrnpcny lron secking cosi reccvery thrcugh tl-,e regllotory
process lor lhe cost of upgrodes required lor eilher Micrc[]T cr Snroll FlT eenercfors l:or cosls reillted lo iiveslrrent ond experrCilures rncde.

llfective Seplernber 30, 20 13, 1le Province rnnde r: declcrcriicn regording lhe oulsourcirg ol services rov-.reC by the lnlrgi Agreemenf.

Ifleclive December 17 2A14, the Prcvince nrode r: furlher declcrllion p!rsuont lo the memorondum of ogreemeni ond seclicn lC8 of the

Euslncss Coporolicn.s Acl {Onfcrio] regcrdinq fhe prrovrsron of inlormolion, p<-.rsonne I cnd resoL:rces 1,: llre Prernrer's Advisory Council on

Goverrmerl A:seis. By v,rc;r el:11," decltrcllion cnC ccncureai Shcrehclier resolutior:, lhe Province reslricleC the riahts, powers onci dlli-^s cf
our BoorC ol Direclors, ond ot the sr:me lirne ossurned such right,r, pcwers onC duties, with resprcl lo prcviding lhe Pienier's Advisory Courrcil

on Governmenl Assels, il.e Govetrmenl or lhe AAinislries r:nd lheir odvisors <rrd ccnsullcrnls cll li.llormction, cssislcnce, personnel, resources cnd
reporls cs r:nr.j wher reqlesied crd co-cpetciirc wiih lfose Governnerl cCvisors ioskeo wilh prcvrCinq recommendclicns on lcbour rt-.lclicrr
mollers ond pensior-reloteC mclters fhe dirsciors cre chcrqed with corrying cut the inlelrlion ol tle declcroticn ori resoluiicrr, includinq tckirg
such neresscry sleps lc i55ue s;mrlcr declorollons ond rcsolulions with respecl lc HyCrc C)re Nelwcrks onri Hydro One Brom;:ton NeMorks.
The Prcvince could mcndole the selling ol crll or pr:rl of o;r dislr-ibuticr blsrness nnd ti-ri: could hr:vo o mcleriol cCverse efiecl on cur compony.

ln 200Q, ihe Prcvince required our compony, cmong clher enlilies, lo rdhere ic rerlcir ctccunlobrliiy mecsures ieqarding consuilinc corlrccls
cnd employee lrovel, meol ond hospitolity expenses. The Province rncy require us lo cdhere 1o furlher cccorntcbrlil, mecsures or ir:oy moke

simiior cleclorolinns ir lle llhte , some oi which mcy hr:ve o mcrleiicl cdv*rse-. ellect cii oui business Olr coupcny's creclil rolirrgs mcy

rhcnge rvilh the credil rclings of lhe Province, 1o lhe exlenl the creCit rctinq igercres iink lhe lwo rclincs by virile of oLr .onpcrny's orrr,er:hip
by lhe Province.

cr clle: lrlnsnciicn hy 1!e Prcvince with respecl lo its owncrsirip inleresl in olrr co.rrpi,.:ry, ;ncludirg cny polenliol oulcomes orisinq cul ol lhe

recommendciions ol lhe Onlr:ric DiskibL;licn Seclor Revrew Pcnei's repcrl, lhr Provinco's ownership ol O1'G, crd tle clelermirclior oi lie

wlich coulC hcrve o nulerioi cdverse ellect on our business.

Regu!atory Risk
\ le ore subiecl tc regulctory risks, including lhe r.:pprovcl by the CEB of rctes fcr our lrcnsrnission ond Distribution Businesses thct permit

o reosonoble opporlunily lc fecover lhe esiimcled cosls ol providing sofe afld relioble rervice cn cr lrmely bcsis ond ecrn the opproverJ

lcles r:f relurn.

The OEB opproves out frcnsmissior onC distribulicn rr:tes bosed cr proiecled el*ckicity iocd cr"iC ccrsunpiion levels. ii ocluoi lood or

con:Lrmnlicn mcferir:lly ft:lls below prciecled levels, our nel incoine ior elrher. or bcii, cl lhese busir*sses cc;uld be nioterioily r:dversely

of{ected. Also, cur currenl revenue requirenrerrls fcr these businesses ore bosed on cos} clssumptions lhol mcy ncl mrlericlize. There is n<:

ossuronco lhot the O[B *orrld oilct",, rc]le increcses sulilclent lo olisei r:nlovcurcblc iinonclrl inrpccts lrcr unoniicipcted chorrges in elech'ici\r

demcnd or in our cosls.
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We expecl to moke inveslmerls in tlre cornirg years lo connecl new renewobie generolrng slofir:ns. There is the possibiilty thol we coulC incur

unexpecled ccpilol experCilures 1o noinlcrin or improve our.rssels, pcrticulorly given thol new lechnology is requireC lo supporl renewoble
generclion, crnC unioreseerr iechniccl issres moy be idenlifieC thrr:ugh implemenlctic,n oi projecis. The risi exists thct lhe OIB mcy nol ollow iull

recovery ol such inveslrneris rn lhe lllure. To lhe exlenl possible, we oim lo miligcle this risk by ersurng prucienl expendilures, seeking from the

reguiotor cleor policy iirecllcn cr cosl responsib;liry, cncl pre'opprovol of the neetl icr ccpitol excenCa:ures.

While we expect cli cl cur experC;lures lo be frlly recov--roble ofter OEB review, ony lulure regulclcry, iecisicn to disollow or limit lhe

teccvery oi such ccsts wculC lecd lc pclenlicrl cssel impoirmenl cird chcrges lo our reslils ci operoiicns, which ccuicl hove o rroleriol cdverse

ellect cn our compcrry.

ln Onicric, ihe AAcrket Ruies rrcrdoie tlcl lve r:omply with the relicb;liiy slcrrrdorCs estcrblished Ly NERC rnd l\lCC. As o resuh, we wili be

reqrired h ccnrply with ihe Ltnited Slctes iedercl Eneray Reclllolory ('omlrrission! deflnition ol Bulk llectric System lrless we cre eronled on

rosls cculC lrcve lrr oclverse ef lecl or or.lr company.

Risk o$ &lqlursX e$d Sther tlnexpeeled Seeurrre*le*s

our lcciliiies rnfly.cf wilhslonC c.cLr.ren.es oi this type in oll circr.lmslclnces. We Cc nci hlve insuronce lor don:oge lo r;ur ircnsmission ond
dislriL:ulicn wires, poies ond lo,.ver: loccled ouiside our lrcnsftiission ond dislribulion slolioi'rs resulliro irom lhese evenls. l.osses lrom losl

revenues cnd repcir costs ccuid be s,rl--stcnlici, especiolly for 
'-nony 

of our fccilities lhcl cre loccieC ir rerncle crec:. We ccukj clso be subiecl

to clcrms lor dcmcges couseC by cLr ioili:ie 1o lronsrnil or diskibute electricity. Our risk is pcrtly *:itigateC beccuse olr tronsmission system

is Cesigned cnC cpercted io wlthsionC tie loss of cny moior elemenl oni possesses lnherert reCurCcncy iiroi prcvi:es ollerncle mecrns io

deliver lorge cmcunls cl lower. lr ihe everl o1:c lorge uninsured loss we wct,ld oppiy ic lle OEB lor recovery oi such loss; however, lhere

ccr be no ossurcnce thcl lh-- OIB wcrld cppro':e cny such opplicotions, ]n whce cr in porl, rvl,:ch cculC hove c mcrlericl cdverse eflect on

oL;r lel incom-o.

Firs* Nstions snd M6*i$ €Xmirms Ris*c

Some of oui cLrre.rl cnC prcposecl lronsmis:ioi-r ond Cistributior lines mcy ircrverse iords cver which Iirsl Nclicns ond AA6t;s hcrve Aborigincl,

r:perclions cnd prcjecl pk:nnirc whicir cou[J hcve cn odverse ellecl or ouf compcny

Kisk frcm Trons$er s$ &*sefs luestcd sm K.eserve$

The trcnsk:rordersby,whiclweercquiredrerloinof C)nlr:rioHydro!husinesse:osof Aprii l, i999.tJiCnoi lrrnsfertrtleiosomeossels

rompleie the ll1le trcnsler. ir cccupy Reserves, our compony must hove vclid pernrils issued by l{er l/rcles\, the Queen in lhe Righl r:l Conodo.
[or ec.rch permil, we musl negoliole .]n cclreerTlenl {in the fornr of o Memorondun of lnderslnrrding) rvilh lher Fir.s1 Nolion, OttC ond ony
nernbers ol the Iirst Nclicn whc hcvc cccuponcy rights. The ogroement includes provisicns whereby the First Noiion consenls to the federol

Depr:rtmeni cf Aboriginol Aflcirs or,d Ncrlhern Develc,prnenl issuing o permii. Where the ogreemenl ond permii ore lor lronsmission ossets, our
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ccrrpcny nrust netroiioir ierms cl po'Iry]:fii. il ;s difflculi ic precicl lie oggre3c"c cmounl thcl we mcy icve lc: try, eiiier cn cr cnl'rol ci c,,e'

time bcsls. 1o cbloir ihe r*quirei ogreomenls lrcm Firsl Nclions. ln 2014, r.ve pr:iC ogrproximclely $i mi11;cn lo Flisl Nclicns in tespecl ol lhese

cg.eererl:. CiFC ,^.,ii r:cnlirue ta hclC these assels until we ore cble lo.ogolickl rqreemenls wllh First Nclions cnC occuponls. lf ,.n,e ccnncl

recci'sollsfcclcrv cgreonrenls ond oblcin federcl prermrls, we mcy hcve lo reioccle liese ossels fo oiher locr:lion! cll c cosl thct rollcl be

.:u'r:s,cnricl lrr o lim led rurber ol ccs.s, it mcy be ner*ssc.y ic obrnCor c line cnC replcce il wrth cliesel gerercticr lccrLitie-. ln riiher cr:e ,

lhe cosls relotir"lg ic lh*se csseis ccud hcve c rnclericl odverse effecl on our nel incene il we cre iol cble lo tecover lhem ir: llllre role ordets.

Risk Assericred with lnfornrstion Teehnology In'$rnstruetsre

by sepcrotino crr power syslem nelwcrk from orr ir;.lsiness syslern nelwork, by performing scons of our sysiems for knr:wr, cyber ifrrtoh, orC

on 0!r ccrnpcrny

Wclrkfo!"ee &ermogrep&iia Risk
By lhe encJ ol 20 14, op;:roxirnoleiy 't7% ai our eilplnyees ,*,sre elielbie lcr relircmenl ond by the end of 2C I 5 up to 2 I % cculd be eligr[ie.
These prrcenicges crc foi evenly sprel;i ccicss cur workiorce, bLrl lend noturolly lo be rnosi signiilcrrt in the mosi senrcr levels r:l cur sicll trd

in the pcrsl lor o number ol rer:sons

lirstly, we sx!.oci lre skliled lcbcur nrorkel for cur induslry lo be lrighly ccmpelilive in tLe iut,rre. nrcny c,f our.!fferi cmpioyees r,nd mcny ol ll,r:

ermclcyees ,,ve cre q6ing to [:e locking lor possess skills cnd exper]en.e thct will clso be highly souqhl oller by r:lher orgonizcl;r:ns insiie crrj

logelher with possible pensicn picrn chrnoes, ond the urrerloinl.y' oltochinq lo Hydro (Jnei lulure size *nd scope os c resull of lhe vroik ol:hl
Council, rnr:y cCveise,,, iilllccl o!. cbillty lc olirocl ond reloin lhe number orC ccl;bre ol people r.ve neer] rn ihese rolcs.

o,rr {Lrlrre oplroriorcl stoiii,:q rctls will be mct.

&exhour Relo$ioms Risk
The subsl<.:ntiol rncicrilv oi:ur empii-.v:es cre repfrsrr:eC bv eiihcr the Power Workers' Unior: (PWU) or :he Sccief cl ltnerqy Prc e:sicnrls

elircieni mcnner Allhruen we hcve ochieved irproved llexibility in c,ur colleclive egieemeris, irlcluCing o reduclion in pensir:n L:enefiis lur

SccietT str:ll hireC olter November 7005 similor lc o previcus redrclion cffecling ncncgemenl stcrfl ond increcsed pension tonhibulrcns icr

PWU oncl Sociei.,r slt:lf, we rncv nc't he oble lo *c[reve further inprovemenl. The existing colleclivo ogreemenl rvith the PWI] wili expire or
AAorcir -1 I , 20 I J, cnd lhe gx;silnlJ Soclely cclleciive flllre.me nl will expire cr: llcrch 3 I , 201 6. \zVe foce ilncncicl risi<s reloled lo our cbiiily
1o negotiale colleclive citreenenls consirlenl wilh our rote oiders. ln odCiliorr, in lhe eveni oi o lcbour dispule, we could fcce operr:tionol risk

relcled to ccntinued complir:nce wilh our licence requiren:erts cl praviCing service lo cuslomers. Any of these could hcve o mcrlc.irl cioerse
e{fecl on ol,r compony.
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Risk &sseeiored wirh Arnanging &ebr Fincncing
We expeci lo [:orr-ow lc repcy our exislirQ indebioCness and funC o pcrlion oi ccpitoi expenCilures. \Are hcve slbslcntiol cmoL]nls ol exislincl
iebt. incllCinq $55C nrillion molutinn in ?C L5 cnd $5C0 nillicn ricfurilrt ir 2C I 6. We plorr to incur ccpitcl expendilures r:l coprcxln:aie y
$I.600rr:illicnin2Cl5ond$I,62-5millicniri 20 l6 CoshgenercteCfrcmoperriicrs,oler lhepoymertoi expect-^ddividenCs,wili nctbe

lnC lincncic] posiiion, m.]rke: condri,or-,s, :re rc'incr ossigr.ed 1o ou, clebt secrriiies bi, c,eCii roiinc c:encres, cnd cenercl economic
ccnCiliors Any loilure or inc. / r' ' I .r I rr !; .r suhslonticl .rrnounts ol debt on sr-rtisfcctorf ier-ns cculd rnpoir our obillt,, tc recoy

of our-ccrp0ny.

&sser €snditi&m
We conlinuolly mcnilcr the corCiiicr oi our css--ts lo determine noed ond trir.lir<; cl prevenlctive or rerneCici oclions k) mcirloin the desirecl
]evel ol service. Cr:ndition cssessmonl is cre of the key clrivers ior osscl mcintenrrnce, refurbishi-rrenl or replccemenl strolegie.s io mcinloir
equipileri perlcrmc,.rrco cnci provide reiicble servtce qlclit,,. Our ccpilnl progrcms hcve beer increosing lo moinlcin lhe oeriorrnrnce cl olr
oqrnq ossei blse [xeculion cl these pilrs i: pcrriclly dcpencleni on externcl lccbrs, such as oui{].e pb.nnlnr; wllh the ltSO onc.:l lrorsmission
ccnrecled cus'omets, iunding cpprovol by lhe CtB, oni sucplv cfoir c;vcilcbilif lor equipnrenl sucpliers c1d consullirq service;s. lr oddiiicn,
cpcorlunilles lc remove equlpmenl ltcm service lo crccommoCole cofslru.laor cni ncinlerorr;e ore becominc incr-eosingly liniled clue rc:

cuslomei ond qenerr:{or priorilies.

-supply s"tlrily oni increcse ihe cosls of operclinSr ond mr:inloirirg these ossels. This could huve o rnclericl odverse ellect on our comprny.

& vrvlr"osrrxe**o I &islq
Our lrec]ii-, scie[ cncJ envir .rr 1 ]. i-,rncr .r,rrrnl sy rim is designed ic ers!re lczr:rCs cnd risks c,e iienlifier! ond cssesseC, orC conlrnls

envircrrenl*1 roollers. Howeve; qiverr Ihe terrilory lhcrl cu: svstem e;rcomposses crnd lhe omounl oi equipmenl lhol we ow,n, lve cc11nol
gur:]r-cn1oe thrl cll s'uch risks wlil iir,: iCerlllied onC miiiqcried wilhLrL;t siqnilrconl cls: crt exoensa ii crr cornpony. 

-ihe 
lollowing c.rre some of

ihr: orcos lhol moy ltcvr,- r: sirtnrfrr:r,.ri rmpccl or alr opr.ciioirs

We cre curr-enlly LLrderlclLrnu I " ru ,, LA,F ; .rJru'r , over,ng mosl o|our slr:ticn: onC servire cenlres. Tlis p,og,cm invoives lhe syslernalic
icenrircuiicnol cnyconk:minalianolo'lrcarthese llciii: ,,)ic, ArrrrlrcL-rs!ry,the developmentof ,erreCiol.or;plonsiorour cofipony
il:C lCjccent prrvol;: properlies. Any coniomirrction of orr rroperi,c.s ccrlC i,rrii our cbiilry to seli these ossels in lhe Ir:iure .

tVe [:ccrd o liilbiiily for our be-.1 eslincle cl ilt presenl vciue cl ile lllure expendilures required to comply rvilh frvrrormenl Ccncci:,s pCB

cur PCB obligolion ore expecled lc be incurred over lhe pericd ending 2025, while crr IAR oxpendiiures cre expecled lo be incurred
{)ver the period onding 2A22 /:'ctutl fulute ervironmentci expenditures rnoy vory mcllericlly from the eslimcles usei in the coiculcticl cl the
r:nvircrmenfol iiobilitles on our bclcnce sheel. \,!e do ncl hcv* irsurcnce ccvercge for lhese environmenlc:i expendriures.

l-)nCer *pplicoble regulolions, we expeci to ircur fitrre exuenditures tc idenfi\,, remove cnd dispose of osbeslos-corlcining mohricis instnlled
in sono of our fccilities. Wc record on cssel relirement obliqotion for lhe present vclue cf ihe esfimcted fulure expenditures. The eslimoles
cre bosed on on erxlernoi, expet siudy ol lhe currenl expendrlures crssoooled with removing such molericls korn our |:c;lities. Acluol lulure
expenclilures rncy voly moleriolly lrom lhe eslimcles r,seC lor lhe cmorrl oi lhe cssel reliremenl obligction.

HYDRO ONE ANNUAT RTPORI 20I4



il A\iGr 11l \;'S )iSCilS S'C\ /il; -1 .r.\,'iiYS S

There ls clsc 1sl ossocioled wilh obloininq gcveirrferlol opprcvt:ls, perniis, ci r-'nev"rols cf oxisling opprcvols ond perrnils relolod k)

ccnstruclinll or operatrng focillties. T!;s ncy r--qulre ervircnlr*-nlcl ossessmcnl or tesull in ihe imposltion ol conCrlions. o: bolh, rvilch could

result rn deLcys onC ccrl increcses.

V/e crliripcte tlci cil oi our LtL;re errvironmenloi expendilures will contirue lc be reccv*rcl:le in lllL.lre *leclricily rcles. However, ony luiure

r+gulclory clecisrcn lo disr:llcw or limit tie feccvery cf sLrch cosls cculC hcve c mulcriol cdverse efiecl cn our.ompcny

Scieni;sls arrd pu[:lic heo]th exnerls hcvr been str:dylnr;:he possibiliry 1!cl exicsrre rc eleclric orc mcgnelic fields emonotin! ltorn pltvtr

ilnes cnci ciher elec:ric sn;fces moy ccLrse hr:clth prolrlems li il we re to be toncluied iicl eleclric ond mcgnelic fields presett cr heolth iisk,

cr gcvernnenls decide to ipplernenl exlosurc irnrts, wr: coulC lcce llllsrtcticn, be required tc toke cr:slly mlligolion meos!res such r:s reloccrlinq

5'.ro oi clr iccrll:rts or experier:ce difl6L:hles ir locolrnq ond buililne ne,r, iccililies Any oi iiese cor,lC l*ve c moie;iol cdverse ellect on

our coairpuily.

Fensievr Flon Risk
\,1/e hove r Cel .ed benei; regisiereC p*nsror plon fcr ifre molorlty oi our ernplovees. Conlribulions 1o lhe pensicrr plcr: cre e:lcbl shed by

$ 160 mr iicr ir iespcct cl 20 3 cnd opproximorely $ l24 millicr lr :es3--cl cl ?Cl.a to rts persior picn lc satisly minimum fundrrrq

OEB thct some ol our pension expendilures cre rc1 recovcrrible l:ron.:usicTners couJd houe o mcleriol ndverse effe'i l L^"rJ I' '' '

ilis risk moy he exccerncleC as lle c.luorllr ol requirecl pension conlribulions increcse.

Klsk &sseeicted with &ufsmureing &nnwngermem*

rew culscur.rri.t aclree:1enis con i:e fornd in lhe scclion "New Developr:enls irr 2014 - Olher - Oulso;rcing Aqreenlcnts." 1l either of liese

lruisourcilg oqrocmenls cre lerminr:led for cny recscl cr expire briore c new s'J!rp]ier is selecl*d, we ccluid br: reqLiired 1o ir:cur s;grlirccri

oxpensesLi,"nri"l- lor:nolhr ,";r\uce,-..ucL : .,,rL,ce,w'hichcoudhcvecrritolerici odvetse effecl onourblsi' -' pr rrrc '!
linnncioi cori,iror or prospecls.

&{orke} ond €redit Kis&<

AlorJ<et risk relers primcrily to lle risk cl loss tlcl results lron r:longe: rrr ccn:rnoc1:ry prices, foreign exchcnge icrles ord irleresl rcies We

do :rcl hcve ccmmcdiry price r:sk. We tlo iove loreign exchorge rlsl< cs we enle. iric cgreemerlls lc purchose moteric;ls r:nC equipmerl

lornuioic r;rproocir.

n,ill ncrecse or decrecse by 5O% ol lhe chclge .e[n/.r'] iie .Lr-renl |cng Ccnocio ijr,nd forecosl ord ile risk'lree rr::te eslcblisleC cl lt')5%

cnrj 50% r:f the chcnple rr tle sprecd ir .iOyecr "A''rcted Conudion rtiliy bonds cver ihe 3O"yeor bencilrrork Gc \-rrlTr.'r 'o - r-'i

bcndyieldestobl'sl.re; at1.41 5%.Weestimr:te ihcto llde-,cus-r,1r,ci;r--ucstcrrlong-lermGovctnmenlol Ccnr:dobor,dyleldusecirr

rJelermiring cur rcte cl retirrn wouid reducc our Trcnsmissicn Business' 20 15 nel rncon:e by cpproxinctely $?0 mlllion cnC our llyclro One

os our moltrinq long-1ern deb, ls refircrncer1 li mcr!.et rcles. We periodicclly ulilize irieresl rcls swop cgre:nenis 'r-!L - 'l3n ' r' :

lnteie:l iole r;sh.
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iincnrirl c5:eis .'rsill. c ri'l'hcr: ij ccrni€rpcrlv rviil loil lo dischcrge cr obligotion, ccusing c fincrciul loss. Derivclive lincncici irilrirenis
reslli in exposurr.: to ciedrl tist, sirce llere rs c r;sir oi counlerpr:rty delouit. We monilcr cnC rinirrze creiil risk thro!eh vcrioLrs lechniques,

cgrcernofts wiich sncblo ne1 seilen'enf cnd L:y nonihrinq lre irirorciol ccndi'icn cf ccunlerpcrlies. We do nct lrode in ony eneroy delvci;ves

ris[ wilh resoecl to o'v clcss r]:i;nc"cicl csseis. We .re requri.eo lo procure electricrtT on L:eh<rli oi compeiitive re1nilers end embedcied LDCs

lelttrs cl credit, wlich cie incorporclod lnlo our service ogreemenls wilh liese reto:lers in occorclonce with ihe OtBs Retcil Seltlernenl Corle.
The lcilure lc propo:i,y mcirtqe these ris!.s could hove o mete.ial odverse elfeti or our company.

Kisk ^&ssoeisted with ?rcmxmissisn Froieets
ironsmissior crolecls irvclvc eilher nrodilying exislinc or bulldin{r nerv konsrnislior lires cn<J/or sloliofls 6r bolh. Such nrcjecls cre requirerl
primorily tc ocJdrers ltrnilclions on lhe ltonsmission nehvork to honsfer power from generolicn gouLCes lo load cenlrels, improve reeionci lcoC
supply copccily ond re icbility, connecl new ge.lerolors crld lood cusloTner.s. oncj lo meel ne,,.v, or chonpJes lo, codes onC slr.lnCcrds.

ln nony ccses, lrcrrrs.rissior irveslmenls ore cof fineenl rpon one or nrr.e oi the lollor.virct cpprovols ond/or processes. Fnvic,nmenlo/
A.sse'ssmenlAcl {Cntcriol cpp;cvol{s]; receipl ol OEB opprovols which ccn include expr.9.ot , r, rr,c ;pir op, .,le cr:nsultotion orccesses

proc-6sses noy criso be impccted by opposition lo thc propcsed sile ol lronsmission inveslmenis which cculd cdverscy ollect lrcnsr.lssin'
reiilbility crC/or our servlce quolily, both ol which could hor,-- c mcleriol r:clverse efkrct on olr compcny.

ccvtfrnref l clrrer:live , rll inlerested lrcnsmillers u,;ll be reqlired lc sui:mit c hiC ic; ihe Otts Inr pcssihly sr:me idertiflecl encbler iccilit'es cnd

cutrenl lrcnsnrissicr loctprinl. in ciditicn, os bid ccsls cre recoveroble cniy by the successlui proponenl, r:ddltlonol cosls lor unsrccesslui biCs
woulcj Lre obscrbed. This ccrid hcve c moteiirl oiverse efiecl orr olrr compony.

&.is{q $rwn* Fywx'ime!o8 &wmers}r$p o$ Trsmsryriss}pm esrrldmrs
Pursuonl lo 1le R3/lcble l-negy ond Consurler Prolectir:n Act, 20A2, ihe Province rcquireC ownership cl our honsmission corridor loncJs

solel.,r cr ervirorrerloi risks, whlc! could lrove cn odverse effect cn oljr ccrnpony.

*msTr€A&" AeesLrruytr{s ssT!M&TK$
;he pr*porcl:on of r:ur Consolidoled Iinor:cicl Sicien:ent.: requires ,..;s ]o moke esiiirotes ond iudgrn,-rls thol olfert lh* reporietl cn:ci:nt: cf

clrreirl conCilions cni vcrioirs ciier csslnrplrons lhol cre beiieved lo be recsoncirle i3nCer lho c1rcumslonces, lhe resuls oi wiich f.rm the

:riliccl ;ccour:m. esiimctes l:ei in lhe Dreocrolicr cf cL;r Consol c]ctctj Finoncicl Sioiernents.

Kevenues
Cur rncnihiy Cislribulion revenuc is estimr:led based cn wholesr:le *-leckicily' purchcses. At lhe end of ecch nronth, the eleclricity deliv.,reC to
.uslc.rers, but nol biiled, is eslirnoied ond revenue is recognized. The rewly impiemented ClS phose ol our entity-wide syslem imprcvl:rent

ior eslimaling revenle is onticipoled lc Lle impleri:enled in 2015. Any chonges in esilnTole will be r:cccL;nied fcr prcspectively
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Allowonce for Desbt$ul &reeounts

is bosed iln cc.ounls receivabie oging, historiccl experierrce clrrl other currerlly q:voiicirle rnlcrmolron. The crilorvonce lcr dorbtiul o.cclrnis
on cuslomer receivcrhles is estrmcled bv opplyirg internolLy devr:loped loss rules tc lhe outstorCr:g rer:eivr:bie bcrlurccs by ris[ secment. Risk

of dcys receivcbles cre pcsl Cre, delinquency cl bciorrccs onC pcymenl hislcry. loss rotes opplir:cJ lo lie cccourts receivcrbic bclonces ore
bcsei on historicoi cveloge wr:le-cils cs ft poraonicee:l tc:crrt: receivcble in *cch risk.seernoni.

Regulotory Assets end licxbilities
Our regulclory cssels represenl cerloin omounls receivcble lrorn fukrre electricily cuslomers cnd cr:sls lhot hove been defurred lor ccrounlinq
purposes beccus-^ it is probcble thct lley wiil be reccvere<J rn luture roles. Our reguloicry cssels nclnv include ccsls relotcd tc the pension

liobilities represont cerlain onrounis thol ore refunCr-:ble to fulure eleclricilv cuslor^ners, nnd perlcin primariiy lc OEB delerol crnd vnrionce
occolrnls. lre recrrlolcry ossels ond licbilities crr ce recoenized lor rcte-setling ond linonciol reportinq purposes crly il the crncrrls hcve
been oporoved flr inclu:icn ir: the eieckici! roles i:y thc O[ij o: rl sucr cpprcuol is iudgerJ io L,e prrcbr:ble bv,noncgement ll mcnr:qemenl

ir.rdges thoi il is no longer prol:rble lhot thc OEB will ollow the lnclusion of o reculclory osser.r licbiliV in luiure elecir:ci1y rctes, ihe

oppliccble corryirc on:oLrni ol:the reculoiory.rsscl or Iiclillv vrill be reiiected rn resulls ci operltir:rs in ihe perioi: thcLt the irdgrrenl is

mode hy monoqemcrt.

Snvirsnmenra! !"ish!triries
We record c liobilrty ior fhe eslincled irlure expendilurrs cssccicl:d with ihr removcl cnC deslructiorr of PCB-conlorninolei irsulclinq cils cni
relclecl eleciriccl equiprreri cnd lcr the cssessrnenl ond remeclictiorr cl chemicclly'ccniamincrleii lords.

cnC odvonces in remecliolior lechrrclogies. ln determining lle cmounls lo Le recorded cs envirorrnenk:i iichilltres, the Conpony, estrmolers

lhe cr..ri'tenl cosl oi ccnrpieling reqrired work ond mr:kes ossumplions cs lo wlen the iuture expendilLrres will ociuolly be irrcurrcri. in order

regulolicns or othe r relevcnl fnclors occur. [slimole chcnges ore <rcccunled lor prospi:ctivr:ly

ln April 20 1'1, Invitorrneri Ccncdc eno:]eC omcndments lo lhe exisling lCB rrculclions, wiich incluierd ihe extension ol lhe rr:d-ol-use

irrpcct cn cui .c.ipcny ccn be lounrJ in thc seclicn "New Deve{op'rerls lr 2C l4 - Other - Envirnnment Ccnadc Rcqulotions "

Srnpn*yee Fa.lture &e*te$ifs

lc[:our costs lhol cre eithr:r r:hcrqed lc rssu ts cl opcrc;1ions or c-opilclized r:s porl of the cosi of proDt:rV, plcni oni equipment onC intongible

cosl.s ond obligotions.
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\4&rgited Average Discounl Rote

The weighred ilvercge Ciscc.ni rrie ;red lc crlculore lhe crnployee lr:1ure benelits obligction rs d--ierlnineC ci ecch yecr end i:y relerring io

Iulure ilenefii plon. The discounl rcie rl December 3l, 2Cl4 Cecrecsed tt:4.C0%{rom l+.75% used r.rt Declffrber 31, 2Cl 3, rn corirncticn
wiih Cecrecses in bcni yitiCs cver lhis peric,d. Tlre iecrecrre in lhe discount role hcs resulleC rn c ccrresponCire lrrcieose in employee lulure

c,r setvite ond L:r:sed cn cssirmpllols llct reflecl nlrcgemerlt besl esiimcles.

fxpecled &r:ie of &elurn on P&rn .Asseis

The expecled rote r:l relurn on pension plor cssoi: ls bosed on exceclolions ol lcnc-lern' roles ol relurn ot lhe rceginrring of ihe yeor crr reiiecls

o pension csset n:ix aonsislerl rvitll the pensicn plor's currenl investment policy.

RtJ*.s of reiurn on the respeclive portlclios cie Celermired wrlh ieference lo respeclrve published morkei indices. The expected rfite ol relLrfn

on pension plon ossei.r reilecis cu, Icrc.ierr expecinlions. W'e belleve lhcrl lhrs ossumplion rs reoscrcble beco"se, w.lin :he pensicn plonls

ln lhe short 1erm, lhe p:nsion ploir ccn exper;crce fircluciions in octr;ol roles o{ relurn.

&ote of Cost oI lioing lncreose

Tl-re rcle of cost of livinq increose i: delermlrerj b), considering dillerr:nces bolrveen lmg'icrm Gcvernnenl cl CcncCc r:cninci bonCs onC real

relurn bonds, which decrecsed from 2.00% pe r crnnum os cl Decernber 3l , ?0 l 3 lo opproxir-rrlely l .TOT" per onnuir os ol December 3l ,

role is reosonoble lc use rs c lcrg-i*rn nss!mtii.r cri ns such, hos used cr 2.0% per cnrum inflciion rcie Ic: rmpicyee luture benefiis licbiiity
vr:luclion purposcs cs cl Decenber 3) , 2A'i 1.

&1orfo/ity Assumpiions

Cur *mployee lulrre ber:efiis l,r:biliry is oiso inrpr:cted by chcnges in life expecicrties r,soC ir mcrtcli\, .ssunpticns. lncreose.s in life

lo pensicr size). As ol Decembcr 3-l, ?C13, ihe clrr:rlt toF,ies publlshecJ by tle Conndicr ln:lilrle o|Ar:tuores were used.

&r:ie of lncreose in Nealth Core Cosl Jrends

Ihe ccs1.s ol posl-reliremeni r:rd pcst-ernploymenl bcnelits ore delerrnined ul the beiir'rning cl lire yeor onrj cre bc,,sed on ossunrplions fr:r

&ssef funpoinnren*

OIB"opprcved rcle of rilhrn. Assei rcirying volres cnc] the relolcd r.lurn cre recoverei lhrcrgh 0:.i]-coproved rcles. As o result, such

cssels cre orly lesied for rirpoirmeni rn lhe everl thol the CIuq iiscr]loivs re.ovory, ir wicie or in porl, or il:such o dis<rllowonce is

judgec lo be proboble. We regulcriy mcriicr lhe cssei.: ol our unrecL:lciec1 llydro One Telecom slbsidiory lor rCicctioris cl inrpoirrneni

As ol December 3l, 20'14, no csscl impcrm.rl hoci heen recorded lor ossels wilhin our r*c;uloler1 r--r unre!Lrioled businesses.

Coudwill represenls lhe cosl oi ccquired L)Cs alrcl is in excess ol thr loir volue ol the net ideniificblt: osse:s illquireC ol lhe cccuisilion dcte.
Go<Ldwill is evclL:<rled lcr in:pcirrrerl cr cn onrurl bcsrs, or more frequenfly if circri-nslcnces require. \{'e !ave ccnclrded thol goodwill wcs
nol impoired ol December 31 ,2A14.
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ln ccrplrcnc: wiir rhe requirements o{ Notioncl lnslrument 5? l0a, cur C:riilyirg Clilcels hcve revrewerj ond cortiliei ths CorrsoliCcleC

Cerfi,lir:g Oilicers hcv* ulsc, ceriiliierj ii:ol iisclosure ccxlrols cnC procedures {)i&PJ hovr been Cesigned io provide recsoncble ossuronce

conkols over fincncial repcrling ilCt R) i:ove bee n desigreC 1o provide reosonoble ossuronce regcrcirs i.e relrcblliV ol iincnr:icrl reporling onC
llre preporclion r,ll tlre Corrsr:lidcted Iincncicrl Slolernonls. BoseC on lhe evcluction cf the dcsigr r:nd operotirg ellecliveness o[ our cornpcny!
DC&P ontl ICFR, our Ceriilying Ofllcers ccnrlrded lhci cL;r corrcnys DC&P cnd lCi'R were elfeclive crs ct Derembe r 3 I , 20 l{.

NTW ACEOU$ITIN& PK@F{&UfdcMMENT$
ln AAoy 2014, tho Financiol Accountirg StcnCcrCs Bor:r] {I-ASB} issued on occountincl stcndcrds updote thot qrcvides quidcnce cn revenue
recc,gnilior whicir Ce!icts lhe konsl:er ri prcrnisecl gocds or servces io cus:or:ers !rl cr .mor!i ihci reiiecrs lhe corsrCercrir6n to which lhe entity
expecls lo be entilleC in exchonqe for those llocds ond services. 

"lhis 
updcle is opplicr:bie lo our compony for tlre yecrs nnd inierin: peri,:Cs

finunciol slclenrenrs

ln August 201.4, ihe FASB lssuerj on occounling slcrndords updote thot provides guiclcnce cborl ncnag6llrcr:t's resp:onsibiliry lo evr:lLrate

'''rh*ther lhere is substcnliol dcubt cbcul cr:r enlity's cbiliry tc ccnlrnue o.r c goirg ccncerfl cncl icllted disrlcsures.'lhis upCcte is cppliccble to
our compony for lhe yet.rr endirg Decenbcr 31, ?0.l6, onC lor onnucl crnd interim periods therer.lfler. Wo dc not cnficipcle licl the cdcption
o{ lhis cccoLrniirc sicnr-lnrJs upcir.rto wili ircvc o.rignilrccnl iirpoci or clr consolidclec-l t,rcrri;l sti:ierncnjs.

ln Novernber 20 ]21, rhe |ASB rssl*cJ cn c;counlinq slcndords updole ihct provirles guidcrnce on r:.cc-rri r! lor hyrrid iino"cicl insiruments
issr:ed in tle lcrm cl c :hcre. Ihis lncJote is opplicoble lc our tcmpony fr:r ihe yecrs cniJ 

'nisrin 
perocs i:eeinnincr on]onuory l, 2016

We cre currently crssessing lhe rm;:cr:i o1:cdopiicn of ilrs occourlinq stonc,lords updoie on our cr:nsr:lidoiec Iincrcic;l sicienre.is.

&UTLS&K
We wili nchlevo or;r missior cnC visicn cnC rencin lccused on cclrieyil! our corporole gocl cf proviCing srlc, relic[,le ord uffordcb]e
servi.e lc, our cuslomers, tcCcy cnd loiiorrcw-, whiie increosing enleiprise vclue fcr cur ShorehclCer. Vle wi I do this by continL.iino lo

chcmpioning oeople anc cllture, Sirrei.clder vclue cnd productivily r-lncl costellective:ress. We corlinre ic seei ic sirile lhe rirqht bolcncc

imporlonl porl cf r:chieving this bolcnce.

$iven the nr:tlre ol lito wcrk underto[en by our ernployees crC conlrcclors, sciery rercir-rs cur lcp prir:rily. We wili conlir'lue lc lcr:us on

OHSAS 18001 storrding

We r.:re focr;scd on herominc c cuslomor cenkic ccrrpony cnd ochieving our vision ol in:prcvinq ct,slo11e: sclisllr-licn, morrrlointng rlfordo]:rle
rcles lcr lhe porlion ol lhe cuslomers'bill wllhln our conlrol crncl builclinq o iruslecj porlner:eiciionshlp wilh our cuslonlars. Our plcn hos lcken
inln cccounl discussions wilh olr cuslomers crna' rellects lhe pk:nneC develcpmenl onC delivery ci targelei cusiomar secment stfolegros,
producis ond services which re:pond lc our cuslorners' unique needs. This irrcludes rerlizirg vcli;e frcm c,.1 rew Cl5, simpli\,ino cnti
shcriening lirnelromes lor the Celivery of services, enhcrncing cccessibilit,, ir person, by plcne cr tlrough our web portcl onC,/or our mcbile
cpplicolion lo ensure effeclive seltseivicc k:r sin'ple lrcnsociicns, ond tiei,verirg pfogrcirn-s which help custonre,s oe*or mcrilqe iheir energlr
consumolion. ln cCdillcn, lo lurlher imprcve our cuslomer service performonce cultL,re cs o ir.nspnreni, cccolnroble ond cuslomer-focused
orgoni;olicn, we hove recenlly onnounced lwc new iniiicllve.: * o lhird pory expori Cuslcrner Servir:e Advi-sory Pcnel cnd cur drcli
Customer Commitmenls.

HYDRO ON' ANNUAI RTPORT 2O]4



It, A \.1 i\C ! ll : \ r' 5 ) I S a,.r S S O \ .4 \ -r A r A : Y S, ;t

We will ccr:lirre io lc:us;r irving culrcnsicrmclior io a cu]lur: ihr:i is c;tccunioL:ililr.lcseC. All of our r:onugeir:enl stcli received
lrcinirg under our Croll ol Mcrcgern-^rl prcgrcm. lr rCiiticn, cr rew Tclerri Monogemenl progrcm wcs piloted in 2Cl{ ond ,,vili L:e

'oliel cul cr:nrplnywide in ?C 15. These progrcms will se.ve cs ihe lounck:tior icr estobli:h:nc :ho: iullure ol occounlcbilit,,. lrvesimsris ir

.usionrers, conirnue rhe drive 1o rerr rvcrkpltce iriur,e.s ord crerle c c;rer1 workploce thcl will lecd lo imcroveC en ployer: enecqerren; VvI:
remcrr iccu:cd cn ncitcgine lho resourcine requiremenls ol on increcsrnq work prcgrcm thrcugh oppropfiole compensolion policios, icbc,.Lr

demcorcphics provide opporlurrilies, lhrcugh relirenenis. lc reslrlr.lL.rre cnC lrcrnslorm ihe workforre.

Our osscls ore in the mldsl cl c demogrcplrlc chcrrqe wilh on increosine propo;-iicrr ol ossel: rench;nq the encj cl lherr expecled service
Iife crC un increosing overoge ossel o{te. Tc ensL:re ihe elertr.icil, systern's reiicbility in the oublic interest, lve hcve plcnneC lcr siqriliccri

exisiing ctsels lhot cre ir poor condilion cnC beyorC lhe ir expected service lile, within ihe policy sei ly the OtB. lrveslrnenls in lechnology.
-:uch cs lhe successful implemenlciiol ol Asset Anolytics, hcve prov,de: us wilh reol-lime ossei ccnrJiiion nnd cerlcrrncnce dctc, qiving ls

piocuremenl crnd to deploy work ctti,,,s 1o bellcr rncroqe worL proqroms lo meel cuslom€r needs.

environrnenlol cssessnrenl cpprovcls, successful negclialicns wrlh cuslorners, neiqhbourinq utilities clnC olher stokeholders; onC corrsullclions
r,,,,itlr l-lrsi Noi;on.r cnd A4elis communiiies.

Over lhe lcsi five yer:rs, ''.ve hcve replcceC cll ol clr ccre lf sy-stems wilh o compcnywide lT syslem. Furrher clevelcpneri cl iLg 91 11ii.t
l-l plctfcrm wlli encble vcrious tools 1o consislerll,; crcviCe c conprelensive crd cosccrdincl inlormolion view ol csset risks bcserl or

poy circl lime reporlinc enhr.lnceinicrls lc reCuce ccsts, rnC lo furlher develop ond relain criiicol core compelencies, skills rrnci lnowlecjce ol

plons Tli-. nulcome rs cr:nsisieri wlli: rire O[Bs direc]ion in ils rew Orlconres-Bosed Aoprccch to ieqL,lciirrr

er,ploycos, r-'speciclly ilrr:se in thc liek.:l, to do mot ol tlre icb sile wilh tleir rrobilc deurces.

Siqnilicort opporli-rrrii.y' rcsides r'r,ilir srcri motrrs ond ihe proliierction ol ADS inciL;iing energy eiiiciency, demorrd risl-rlrrsl uncr

Wc wili ccniirue lc irvesl on o prudenl basis in lhr: Cevelopmenl ol ADS cnd reictrC grid mocjerrr.rotion rtcndords, cr.rstornel den rrd

r:crlesroi:le wori<, for whlch wc will receive cuslcntr ccpiili r:cnlricLrlicns ihere is irrle iexrbrlity lo reiuce :i1 wcrk cs mcsl ci it is

t.rslofl rer dcmcnd driv-.n

Ccnslslert wiih our corpcrole slrotegy, we will pr-,rsur: cr IDC consoliclclion cpprooch lhcl is robusl hul prudenl, lo fccilitcte tie ccnsclidoticr
of Onlorio'l Cislribulion secicr. Tlris is .onsislenl wilh the Ontcrio Distribuiicn Socloi Review Pcnel's ossessffenl lhcl lhere ore slhslontiol
*lficiencies to be {ound thrr:ugh ccnsr:lidciion ci Oninric LDCs onC we cre key to he scLlron. We wili clsc wc,k wiih cur Shtl*holcler to
nddress the reci:nmendolions ci the Ccuncil once they ore iinclizetl ir ihe Councils i:rcl reporl wi.ich is r:niicipcted in lhc spring li 20 15.
Our pk:r Coes nol inclL:de lundirrg icr IDC rcquisitions or ossumo ony disposition of o,rr service ierritrLry. 1"hese opporlunities will bo nroncged
cl ihey orise. Our plcn clso dces nol inccrpo.cle .rv proiects relcied to ccmpeliiive lronsmission. Hr:r,rever, c.: leoders in ihe srcir:r, we plon
:o hiC cr key prciccls. lhe OiB noles in ils [romeworl lcr Jion.smissicn Prr:lecl Oeve/r:pmenl P/ons ihot u,here prciects ore otherwise eqlivclerl
lr clcse lr olher llcicrl, ,nfctrnolir:n such o: scciteconomic benelils, including First Nclions invclveneni, couid prove cJecisive ir c ccrnpeiilrve
bid. As such, First Noliorrs involvemenl in con:pelilive b;cs is likely ro becorne more prevclenl.
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CHANGES !O OUR BOARO OT DINECTOA.S
On Morch 7, 201 4, our Shcreholder, the Minister of [nergy, on behoil ol the Government ol Ontcrrio, crnounced tnoi Scndro Pupotello would
be oppointed Chcir ol our Boord of Directors, effective Aprll l, 20121, cnd or April 1 ,2A'1 4,;he Shcrehoider lormoliy elected Ms. Pupaiello
os our new Choir. A,4s. Pupnlelio is lhe Director ol Business Development ond Globcl Alorkets ct PricewoterhouseCoopers Con<rdo. She is

clso ihe Chiel lxeculive Cfilcer ol the Windsor[ssex fconornic Developrnenr Corporoiicn. AAs. Pupotello hos been c member ol our Bocrr] cf
Direclors since Novembet ?A13.

On ,April I l, 2014, the lollowing new rnembers were odded to our Boord cl Directors Wlllicm limbiick, Tcm Aloss, erndJohn Wiersmo.
Willlom linrbrick wos tlre Vice President ol ln{ormolion cnd Technology Services, Chief lnformotion Olficer of the ltSO, ond c princip.l
Consultonl within tie ulililies proctice ol PricewolerhouseCoopers ond Sun Lile Assurcrce in the Uniled Kingdom. Tom A4oss is the lormer
President crnd Chiel operoring o{lirer ol klecorn otlnwo, ond hqs held stroregic policy Dosirion$ in the lecercl governmenr ot TrecsL;ry Boord
and lrrdustry Ccnodcr. lohn Wiersmo, PInq., is o former direrctor of rhe f SA {Onrorio) ond IESO Boord ol Direclors, ond c former nemher ol
the Boord ol lhe lltckiccl ond Jtillties Sofety Associ<;iion ond the Conodion [nergy [f{iciency All]r:nce.

On April 25. ?011, the fr:liowirg new members were odded lo our Bcord of l)ireciors. Solly Doub, Morreer Sobi<;, oncl Corole Worknol
Scrlly Dorb is o direclor ond fornrer President ond Ciiel fxecutrve Off;cer of ViXS Systems, o fr:rmer choir o{ the Smoll Busiless Agency ol
Onlcrio, cnd c lcrrner botLrd mernber of the lnformotion Technology Associ<rtion ol Cr:ncrdc cnd the G[:bol Semiconductor Assoc]r:tion.
A4oureen Sobio is the Chcir of the Board of Conodion Tire Corporotion Limited, ond hos on extensive L:ackground wilh orgonizotions ct tlre
prcvirlcill ond ledercl levels. She hos been nomed one o{ Concdos Mosl Powerful \ lomen ond rs olso on officer of the Orrler cf Conocjo
Cr:roie Workmon is cr men:bet ol the Boord ol Allstcle lnsuronce of Concdo {Torr:nio]. She olso served on rhe Boord ol the Ottowo Hospitol
cnd ils ollilictes since 200/, ond is c lorrner member ol the BocrC ol Hydro Ottcwo HolCing Inc.

On April ) , 201 4 , Jomes Arnell resigned from our Boord of Direclcrs. fu1r. Arnett hos been o member oncJ Chcir of our Bcord r:l Directors since
A4orch 20CB . fle Bccrd of Direclors lerms lor AAichoel A4ueller, Wolter A,4urrcy, Robert Poce, crnC DcL:glos Speers expired on April 1 1 , ZA1 4

TORWARB-IOOK'NG STA1TMTNTS AND IN}ORMATION
Our orol r:nd writlen public commun;cctions, including lhis documenl, olien contoin forwcrrClor:king sjctements thoi ore bosed on current
expeclotions, eslin'cles, lorecltsls orrd projeclions oboul our busrness cnd the inClsky in wiich we cperote, ond include beliels cnd
ossumplions mcde by lhe mcnogenrenl ol our compony. Such stolemenls include, bul cre nct lirn;ted to: expeclclions regording energy-reloted
revefiles ond prolil cnd lheir lrend; slolenrenls regcrding our lfonsn:issior cnd distrib;lion rotes ond customer bills resultlng frcn our rc;te

opplicoliors; slcierenl: reloted tc lle llT progrom, slolements oboul CDM; slotements oboL:l our strotegy, including our slrolegic obiectives;
stclements reoordlng considerution.: of curtenl ecsrnomic condilicns; slotemenls regording lhe new regionoi plnnning procoss; stolemenls reloleC
lo *'nrployee fulure henelils; oxpeclolions reoording Firsl Nolion involvement in competilive hids; shlemenis regcrdir,g our liquidiy ond ccpitol
resources ond operolioncl requirenrenfs; slclernerls ob:or.;l our stondby credit fcciiiry; expeclolions regording cur frnoncing <.rctivilies, Sloiements
regording cr.-lr moilring cicbt; srclemenrs regcrding our ongoing; cnd plonned projecls r:nc,/or initiolives incluCirrg *e expecled resulls of

expeclcllions regording lhe recoverobiliry of lorge copilcl investmenls; expectolicns reqordinq g;ene rc;lion conneclion inveslme nis. slclemenls
reqording expecled lulure copilnl ond developmeni inveslments, the timing ol lhese expenCilr.rres ond our inveslmenl plons; expectolions
reocrding OPA recommendolions, slctenrenas reg<.rrding conlrocluol cl:ligoticns ond other commercicl commitmenis; stcleneits re]c:led 1.
the OEB, slclernenJs regcrding lulure pension conlributions, our pension plon cnd ociucricl voluclion; slolofirenls oiroul our outsourcrng
orrcngemenis wilh lnergi ond Brr:okfleld ond slch luture oulscurcing orongenrents; slolemenls regording customer service performonce cL:lture,
includino slalements cbout thc Crstomer Service Advisory Ponel ond Cuslom*r Comrnitmenis; expecioticns regording work ond costs cf
conrplionce wilh environrnenlol r:nd herlih cnd sofety regulolions; stolemenls reloted to the 20,l3 LTEP; siolemenls regording recefli occounling,
relcted glidcnce; slolemenls reloled to the Council; slcrlemenls relcled lc the Working Group orr eleclricil'y sector pension plans, stolements
reloled lo B2A,{ LP; ontJ slolernenls reicted to LDC consolidotion including our ocquisilion of Ncrfolk Pr:wer, Woodstock llydro, ond l-{oldimt:nd

ond voriolions ol sr:ch words cnd similor expressions are inlended lo ideniify such forwordlooking slnlements These stcfemenis ore nol
guolonlees ol luture perlormonce ond involve ossumplions ond risks ond uncerloinljes lhol are difl;cult to predicl. Therefcre, ociuol clrlcornos
ond results mr:y d:ffer n*lerrolly fror-l whcrl is expresserJ, inrplied or lorecosted in such {orwcri-lc,r:king stoierrenls. We do not intend, ond wc
discloim ony obligction, to updote rny fcrwordlookinq stctements, €xcept as required by low.
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These {orward-lookirg sloler,.enls ore bosed on o voriely r:f foctors ond ossumplions incLding, but not limiieC to, the lollcwinq: no unforeseen
chonges in fhe legisltrlive ond opercting lromework for Onlorio! eleckic:ly morkef; fovouroble decisions kcm the OtB r:nC olher reoulotory
badies concerning oulstonding role ond olher cpplicolicns, no delcys in obtoin;ng the required opprovols; no unforeseen chcrrces ir"r role
orders or tcle struclures lor our Distribltir:n ond Trcnsmission Businesses; conlinued use of US GAAP; o slobie regulotory environmenl;
no unlovcurcble chor,ges in envjronmentci requlcljon; crnd no signrflconi evenl occurring ouisicJe lhe ordinory cour.se of business. These
ossumptions r:re bosed on infcrmclrcn ci:rrenlly ovciloble 1o us, including lnformolion obtcined from th;rd porly sources. Actuol rcsults may differ
rrctericlly from ihose preiicted by such fr:rwor<l-lockinq sforements. While we do not Lnow whol impccr ony of rhese dilferences moy hove,
cur business, results of operolions, linonciol condilion cnC our credit :tcbiliry mcy be moteriolly cdversely offeciecl. Foctors thot cnuld couse
ocfuol resulls or oulccmes to diller rctericliy from the resulls expressed or lmplled by {orworo'locLing stolements inciude, omerng olher things:

r 1i-re risks ossocioted with being ccntolieC by the Prcvince ircluding the possibilily thol the Province mcy mcke declorctions pursucnl 1o ihe
memor<tndum of oqreemenl, thr,' Pr:vincc could rnondcle lhe sell;ne cf oll cr porl o{ our distribution business, r,s well os potenlicl conflicts
ol inieresl fhcll moy orlse belweon L;s, ihc Province ond reioted pcrties;

r 'the risks nssocictecl wilh beinq subiecl to exlersive rectulolion including risks ossocioteC with OEB ociion or inoction, including regulclory
decisicns regnrding oilr revenue reqliremenls, cosl recovery, roles, ocquisilions ond diveslrtures;

r the risk lhol previo,:sly gr"onled r*gukricry opprovols mr:y be subsequently chollenged, oppeoled or overlurned;

r lle risk 1o our lacililies poseC by severe weolher condrlions, nclurol disosiers or colestophic events ond our linrited insurcnce coveroqe
for losses re:ulling fiorn these events;

t public opposilion to oni delcys or cieniols of lhe requisite cpprovols ari accommodolions {cr our plonned proiects,

r fhe risL lhcrl we rnoy lncrr signilrccnt cosls cssocioled with trcnsferring oss*ts loccled on Reserves {os defined in the lndir:n Acl{Ccnodc)},

r llre risks ossocioled wilh inlormolion sysiem securily, with mcinloining cr complex inforrrciion iechnology system infrostructure, ond wilh
lronsitioninq mosi of cur lincnciol r:nd business proccs.ses lo cn intcqroled [rusjne.ss ond fincncicl reporling system;

r lhe risk-s reloled lo crr wr.xklorrc rJLrmogrcphic ond orr polenlic.rl inr:blliry to ottr"cct nncl retoin rluolified pcrsonnel;

' lhe ublliV 1o neeotrob oppropriote collc.ctive ogrcemenis;

' the risk lhol we ore nol r:ble lo orrcncc slllicienl r:osl-c{fecfive linoncire lo repoy moluring debt ond lo lund cr:nilcrl invr:siments cnd
othe r obligclions;

r lhe risks ossoctcleC w;th th* execulion of our copitcl nr:d operctior, moinlenonce ond odminishnlion progroms necessory io moinlcin ihe
perli:rmtnce of our oging ossel bose ,

r the risk thot future environmeniol exper,Cilures ore nol recoveroble in {ulure electricirr, rcles;

r lie risk thot lhe prese nce or relecse cl hcrrordous or hcrm[ul substorces colld lecrd lo clcims by tfrird pcrlies ond/or
g;r:vernmenlol orders,

o lhe risl< lhol ossumplio,rs lhol forn the bosis of our recorded environmentol llcbililies cnrJ rek:ied regulciory ossels moy chonge;

r fufure inieresi roles, lulure inveslmerl relurns, inlk:lion, chonges in bene{its cnd chonqes in octroriol ossL:mplions;

r the poientioi thct we mcy incur siqniliconl expenses to reploce sorne or oll ol the fr.;nclicns currenfly ouJsourced if eilher ol our ogroements
wilh hergi cr BrooklielC r:re lermircled or expire belore o new scrvice proviCer is selecteC;

r lhe risks cssncirlr:d wilh chonqes in lhe lorecosied [:ng-term Covernmerl ci Ccncd1r bcni yield;

r 1!rc risks of counterpcrly delcult on our outslcnding derivollve conkccls,

r lhe risks ossocioted wilh currenl economic uncerloinly onC l;norrciol mor[ei volotility;

I the risl thol r:ur longterm credil roting woulC delerrorcle;

. the inobiliV to prepore flnonciai sioternents using US GAAP, or iIRS, os cpplicable,
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r the impcct of the 20,l3 LTEF on cur compony ond lhe costs ontl expenses orising th*refrr:m;

r unoniicipoled chonges in elcctricity demond or in out cosls,

r lhe rlsk fhol unexpecled copilol inveslmenls moy be needed 1o supporl renewcble generolion or tesolve unforeseen technicol issues, and

r lhe impocl ol ihe ownership by the Province o{ lcncjs urderlying orrr rcnsmission sysiem.

We ccution the recder ihtrt the obove list ol foctors is nof exhoustive. Some ol lhese ond olher loctr:rs ore discussed in more detoil in lhe

s--clion "Risk t\4r:nr:gernenl trnd Risk Foclors" in fiis MD&A. You shouici review lIis seclion ifl deloil.

ln orldition, we cr:uiion the reoder thal informoticn provided in th's A D&A regording our oullook on cerlcrin molters, including potenliol fulure

expencjilures, is provided in orcjer to give conlexl to the nolure of some ol our fuiure plons ond noy nol be oppropriole lor other purposos

Additionr:l ini:rmotlon crbcut the Cornpony, inclucling fhe Componys Annuol lnformotion Form, con be found on SFDAR ol www.sedor.com

ond on the US Securities ond [xchonge Cornmisrion's website oi 1^{"!\,/w.sec.qov.
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Ihe Consc,lidotecj Financicl 5lolen-'enls, A4onogementi Discussion ond Anolysls {I'AD&A) ond reloied Itnoncicl informolion hcve been
prepored by llre monocemenl of HyCro One lnc. {Hydro One or the Compony). AAonogement is respr:nsible lor the integrity, consistency ond
reliobil;ty ol oll srch inlormclron presenled. The Consolidoted tinonciol Stotemenis hcve been prepored in occorcJonce with United Slctes
Generolly Accopled Accounling Principles ond cpplicoble securilies legislolion. The AAD&A hos been prepored in occr:rdonce with
Nr:fionol lnslrunenl 5l 102

The preporoiion ol the Corsolidoted Iinoncicl Sloiemenls ond informoiion in the AAD&A invo]ves the use of estimotes ond assumptions based
cn monogement! iudgnrenl, porliculcrly when lrcnsoclions o{fecling ihe curreni occounfing period connol be finolized with certr:inly until
fulure periods. Eslimcles r:nd cssumplicns ore bosed on historicoi experience, curreni conditions crnd vorious olher ossumplions believed to be
reosoncble in the circurlslonces, wilh crilicol onclysis ol lhe significonl cccouniing policies followed by rhe Compr:ny cs descrjbeC in Nole 2
lo the Consolidoted Financicl Slolemenis. The propcrotion ol lhe Consolidoled Fin<rnciol Sioternents ond the MD&A includes inlormotion
recording the estimr:led impoct ol lulure evenls ond fronsoclions. The AAD&A olso includes inlormotion regorcJing sources ol iiquic{ity clxl
copitol resources, opercling trenrjs, risks ond uncerloinlies. Aclucl resulls in the future nray diller motericliy from ihe presenl ossessment ol rhis
informclion becouse lulute evenis and circumslonces may nol occur.rs expecleC. The Consolic.joted tinonciol Slotements r:nd AID&A hove
been properly prepcred within rer:sonoble limits ol moteriolity cnd ;n iight ol inlormotion up b Februory I l, 2015

Monogemenl is responsible lor estobllshirg ond mcinloinir:g cdequcte inlernol conirol over frnoncial reporling for the Compcny. ln meeting
iis responsibili\z lor lhe reliubil,ty of lironclcl inlormollon, rnonogemenl rnr:intains ond relies cn <; comprehensive syslen of internol conirol ond
inlernol oudit. The syslem of inlerncl ccnlrol includes o wrillen corporole conduci policy; implemenlotion of r: risk mcncgemenl fromework;
effective segreoollcn ol dulies ond delegnlicn of oulhorilies; ond sound ond conservctive accounting policies lhal ore regulorly reviewed. This
struclure is designed to provide recsonoble ossurcnco lhol ossels crre sofeguordeC ond thot reliobie inlorrnoiion ls ovailoble on c finely bosis.
ln oCdition, manogemcnl hrs csserscC lhe design ond operoting ellectiveness ol lhe Componys inlerrol ccnlrr:l over flnonciol reporting in
cccordonce with the crrierir: sel forth in lnlernol Corirol * lrlegroleC Fromework {2013}, issued by the Committee ol Sponsoring Orgonizctiors
of the Trendwcy Commission. Bcsed nn ihis r::sessme:rl, monogernenl concluded thct the Compony rrcinloinecl elleclive inlernol control
over frncnciol reporting r:s ol Decenrber 3 I , 2014 The eflecliveness of lhese rnlerncl controls is reportec.l to the Audit, Fincnce ond Pe nsion
lnveslment Comrnillee of the Hydrc Cho Bccrd ol Directors, os required.

The Consolidoted Finoncicl Siolemenls hcve been oudited by KPAAG LLq independent exrerncl oudirors <rppointet! by rhe Shoreholder. The
exlerncl ord:fors' respcnsibiliry is lo express lheir opinir:n on whether ihe Consolidcrted Finoncial Slclements ore lairly presented in occordonce
wilh Unifed Stotes Generr.:lly AccepleC Accounling Principles. The Independont Auditors' Report outiines the scope ol lheir exomtnction crnd
lheii opinion.

The llydro One Bocrd cf Direclors, through !t.s Audit, ltinonce crnd Perrsion lnvestment Comniiiee, is responsible lor ensuring lhot monog*ment
{ullills its responsibilities {or linoncir:l reporling cnd interncl controls. The Audit, Iinonce cnd Pension lnvestment Cgmmii.iee of HyrJro Cne
met periodicr::lly wrlh rnonogernenl, lhe inlernr:l ouditors ond the externol ouditors to sctis! iisell lhct eoch group hod properly dischorge<J
ils respeclive resporrsibility ond to review the Ccnsolidcled Flncncicl Slcrlernenls belcre recommending opprovol by the Boord ol Direclcrs.
The externol oudilors hcd direct crd Iull rccess to tire Audit, Finonce ond Pension investrnenl Ccmmitlee, wilh cnd withoul the presence of
ncnogemenl, to discuss their oudit findings, if cry

fhe PresiCent onC Ch:el Execulive Ollicer ond the Chief [inonciol Olficei lActing] |love certilied Hydro Ones onnucl Consolidoted linoncioi
Siolemenls cnd crnnuul AAD&A, reloted disclosure controls ond procedures crnd the design ond ellecliveness of reloted internr:l conlrols over
llnoncjnl reporting.

C)n behall c{ Hydro One lnc. s monoqementi

n / /f
///1**l/, ,dt,-'rl

{ormine Morcello
Presidenl and Ci;el Executlve Ollicer

Ali R. Sulemon

Ch;ef Financtol Oflicer {Acting}
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We hnve ouCiteC the occomponying Consolidoled Fincncicl Stctements of HyCro C)ne lnc., whlch comprise the consoiidcrted bclonce
sheeis cs crl Decemher 31, 20,]4 cnd December 3,], 2013, the con-.olidoled slolernents of operctions cnd comprehensive income,
chonges in equi\z ond cosh llows lor ihe yecrs then ended, ond noles, conprising o sumrnory ol signilicont crccolnting policies cnd olher
explonolory informoilon.

A4crnagemenl! &esponsibiliry for l&e Consolidofed Finonciol Sioiements

AAcrnogemenl is responsible lor lhe prepcrolion cnd fcir presenfclion ol these Consolidoted linonciel Slolemcnts in occordr:nce with
Unlted Stoies Generolly Accepted Accounting Principlns, cnd lor such inlernol conlrol os monogernenl determines is necessery lo enoble
the preporolion ol Ccnsolidoted Finonciol Stolements lhct ore lree lrom mcleriol missloiemenl, whelher due lo lroud or error.

Auditars' Respansibility

Our responsibiliry is io express cn opinion on lhese Consolidoted Fincnciol Slclenrenis bosed on our cudils. We conducled our crudlts

in occordonce wilh Conodicn generolly <rccopted ouditing stondcrrds. Those stondr:rds require thol we comply with ethicol requiremenis
trnd plon ond perlorm the audit lc obl*n recsoncble assuronce cboul whether the Consoiidoted Iinanciol Stotemerts ore Iree Irorr,

motericl mlssl(llemont

An oud;t involves perlorming procedures 1c obi:ln ordit evidence obout the omounls cnd disclosures in the Consciidoied linonciol Slolements.
1-le procedures seleclecj denc'nd on our jldom*ni, inclucJing lhe c:sessmenl ol the risks ol moteriol misslolemenl cl the ConsoiiCoted l-ironciol
Stotemenls, whelher due to lroud or ertor ln makinq those risk r:ssessments, we consider iniernol conlrol relevont to the enliiys preporaiion
ond foir presenlcriion ol flre Consolidoted []nonciol Slolemenls in order to design cudit procedL;res tlrot ore uppropriote in the circumslonces,
but nol lor the purpose ol expressing on opinion on tle eflecliveness of the entity's inierncll conlrcl. An r:udil clso includes evoluoling the

appropriolenes,s ol occountine policies rsed ,:nd the recrsonobleness ol cccounting eslimotes mode by moncgemcnl, cs well os evalualing
the overoll presenlolion ol the Consoiidoted Finonciol Slctemenls.

To lhe Shoreholder ol Hydro One lnc

We believe thol the cudit evide nce we hcve oblnineC in our erudils is sufficienl ond oppropriote io prcvide o bcsis for aur oudil opinion.

:NDTPTNDTNT
AUDITORS" REPSRT

0pinion

ln r:r-rr opinion, the Ccnsolitloied Iirroncicl Slclemenls present lcirly, in oll motericl respects, the consolidnlei finoncicl pcsilinn of
Hydro One lnc. os crl Decenrber 3l , 20,l4 ond December 3l , 2013, ond its consolidoted resuits ol operoticns ond its conscliCoted
ccsh liows lor the yccrs lhen endccl in occorrJonce with UnileC Sicles Ger:erolly Accepled Accounlinr; Principles.

{fus te{

Chcrtered Prr:fessionoi Accountcnts. licensed Public Accolntonts

Toronlo, Conodo

Februory I l, 2015
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CONSOIIDAl' D []NANCIAi SIAIE[4'NIs

(ON$OLIDA'TED SIATSM;NTS OT OPERATIONS
AND COf{IPREHTN$IYE INCOME
Ior the yeors ended December 3 I , 20 I 4 tnd 20 I 3

Yeor ended December 3 I Inrillions of Conodion dol{ars, excer:f ,er shc;re omounis] 2014 201 3
Rev*nues

Disiribution {includes $ I 59 reloted porly revenues; 201 3 - $ I 601 /,\ote 201

Trcnsrflission {includes $ I ,562 relote d porly revenues; 20 I 3 * $ I ,5 I /l /Nore 20J

0iher

4,903
1,588

57

4,484
r,5?9

6t
6,548 b,474

Costs

Purchased power {incluCes $?,633 reloied pcrly ccsis; 20 13 * $2,500) {Nore 20)
Operolion, mointencnce ond adminislrclion /Nofe 2OJ

Depreciotion cnd omorlizotion lNole 5l

3,41?
I,l??

722

3,020
1,r06

676
5,333 4 BO2-

lnccme before finoncing chorges and provision for
puymanls in liau rf corporoie ineome ioxes

r n(,l'l( nLl Cl'Orqes l/\Ore O/

I,215
379

),?7?
360

lncorne before provision for poyments in lieu of corporcle income i,cxes 836
89

912
10tProvisicn lor pcvments in lieu of income lcxes /Nctes Z 2Ol

Net income 747 803

Olher comprehensive income

Comprehensive incame

Comorehensive inccrne lloss) cllributoble to noncontrolline inierest lNole 4) (2)

787 803

Comprehensive income oltributEble to the Shoreholder of Hydro One lnc. 749 803

Bosic ond fullv diluted eornines lrer common siore ldollcrs/ /Ncte t8) 7,319 r',850

Dividendr per common shore declored /5/6//6r.51 t\6t,. t O/ 2,696 2,000

See occompony/ng eckrs ,o Consclldo/od firorcir/ StotsmerlJ.
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CCNSOI]}ATED TiNANCIAI SIA'::M!NTs

CONSOLIDATTD
BALANCT $HTff$
At Oecember 31, 2014 ond 2013

Decembnr 3l {nilltans cf Conodion dollorsl 2014 ?01 3

Assels

Currenl ossels.

Cosh ond cosh equivcrlents /Note l3l
Acccunls receivoble {net ol olloworce lor doLrblful occounts * $66; 20 I 3 - $361 lNote Bl
Due lrom reloled pcrlies /lr/ore 2C/
Regulotory cssets lNote I lJ
A.4oleriols ond supplies

Dele ed -. o-e 'o{ .:.se s lNo'e 7
Derivolive inslruments /l'lote / 3]

lnveslment {Notes 13, 2A)

Preptrid expenses ond olher nssels

rs0
I,0I6

LZ4

JI

l9
2

ac

565
923
197
47
23

IB
6

25r
2B

1,450 2,058
Properfy, plcnl cnd equipment /Note 91.

Properly, plont ond equipmenl in service

Less. occumuloled depreciolion
2$,3$6

?,1 34

23,820
8,615

ConskL"rclion in progress

[. -re use ,o'd, , o.po' a^t\ o-o sp0res

l&,222
r,025

I54

r5,205
1,0t8

I 1i O

17.401 I 6.13 I

Olher lcne-lernr os.sefs:

Regulciory ossels /lr/ote I lJ
lntongible ossets {nei of cccumulcted ornortizotion - $3C5; 201 3 - $2j2) INore l0l
Goodwill {Nore 4J

Delerred debl issuonce cosls

)elerred income iox assels l/Vote l
Derivolive inslrumenls lNote l3l
Other

3,200
2V6
r73
JO

7

2 b3b
3r3
133

1A

I
6
17

13633,6??
Iolal ossets 22,550 2l 625

See ocrcnpcnying roles to Corsolidoled Finorciol Slctemer/s
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CONSOIIDAI!:D i:lllANClAl 5:A1lt"1[NTs

CONSOUNATED
BALANCE SHIETS {conrirtued}
At }ecember 31, 2014 ond 20.I3

December 3l {millions o{ Canadtan dollors, except numb,er of shoresJ z0't4 201 3

liobilifies
Current licbilities:

Senk indebtedness lNote l3l
Accounts poyoble

Accrued ltobilittes lNotes I{ ISJ

Due lo reloted pcrties lNoie 201

Accrued inlerest

Regulctory ltobilities lNote i lJ

)erivofive instruments /Noie l3J

long-lerm debt pcryoble wllhin one yeor {includes $252 rneosured ol loir volue

2

r73
6t't
227
t00
47

1

3l
r35
654
230
100

B5

2013-$ 5061 INr:re.s l2 i 3) 552 v56
I,7I5 {i9l

Lonq-term Cebt {includes $nil rreosured otloirvolue; 20 l3 * $)56) {Notes 12, l3)
Other long'term licrbllities:

Posi'reliremenl cnd posfemploymenr benelil iicbility l,\ote l5J
Deferred income tox liobilities lNote 7)
Pension benelir l,obtliiy lNore l5l
frrvironmentoi liobilities /Note l6J

Regultriory licrbil;ties /Note I ll
\^t :^ o.r zed doLr p er -^rs
Assel refiremenl cbliciofions {Note l7}
lonq-term occounls poysble and olher licbilities

8,373 8,30 r

I.$33
'1,3 

tr 3

1,23&

221
r68
t8
?

t/

r ,488
I ,129

8.X5

?39
163

,20

l4
20

{,5',r5 3,91 B

Totol liohilifies r4.603 1A,2-)A

Conlingencies and commtt'ments /l.lofes 22, 23)
SubsecTuent Event {Nate 25}

Prelerred shores {cuthorized: unlinited; jssucd: 12,920,000) /Nores lB, I?l
Noncortrolling inleresl sL;[r]eci io redemplion /Nofe 4l

!quiry
Common shores {ouihorizeC: unlinited; issued: 

,l00,000) 
lNotes lB, lgJ

R-.tr:ined eorninqs

Accumuloled olher comprehenslve ioss

Ncnconlrollinq inleresi lNote 4l

JIJ

2l
323

3,3 r4

3 787

{e}

3,314
4,249

(el

4q
To*al equitv 7,603 7,C92

2?,550 216?5

See occomponying nctes to fonsoldoted finonciol Slotemenls.

Cn beholl ol the Boord ol Directors:

-&*
Sondru lup*rello
Chcir

/,//
/ (oa /o

Seorge l. (ooke

Choir, Audit, finonce ord Pension inveslment Commiilee
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CONSOIIDAIID i'INANC]AI S1ATT\,{EIdIS

C$NSOLIDATTD STATEMTNTS
OT CHANOES IN IQUITY
for *e yeorr ended Oecember 3 I . 201 4 and l0 I j

)6or er:ded December 3l , 2Ol4
{millic:ns c:f Canadian dalb:rs}

Common
Jnore!

Retoined

Eorninqs

Accumuloted
0ther

Comprehensive
[oss

Noncontrolling
lnlerest

Iiolol
Equity

]cnucry 1,2014
Net income

Olher comprehensive income

Amounf conkibuled by nonconkolling interest

Dividends on prefened shores

Dividends on common shores

3,3r4 3,7&7
7&q

,:,
{:}

7,992
148

(n CA

{!&}
{269}

tlsl
{269}

0ecember 31, 2014 3.314 4,249 {?} {49} 7,603

)lrnr ended December 3 l, 2A I 3
Imillions c:{ Canadian

Common

Shores

Retoined

forninqs

Accumulotecj

Other
Conrprehensive

Lcss

Noncontrolling
lnleresl

Toicl
dollars)

Equily
Jonuory l, ?013
Nel ;nconc

Oiher comprehensive incorre
Dividends on prelerred shcres

Dividerds on cornmon shores

3 314 3 242
803

b,547
803

{e}

{t 8l

{2C01
{t 8)

{2001December3l,20l3 3.3 r4 3,787 tel 7,A92

See occcnponyirg rotes ,o ConsolidolcrJ llnonciol Slotemeris
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CONSOI]DATID FINANCiAI SIAIi'IIINlS

CON SOI.I DATE N STATTM} NT$
or cAsH Frow$
For lhe yecrs ended December 31, ?$14 ond ?0ll

Yeor ended December 3 I /millions c{ Canadir:n dc:llars) 20t4 201 3
0peroting Eclivities

Nel income

f nvironmenlol expendiiures

Adiuslrnents fr:r non-cosh items

v47

{rs}
803

{16)

Depreciclion and amorlizolion {excluding removol co:ls)
Reg-.t'o,y ) 5l( I oL , s

DelerreC income lcxes

Other

641

{6e}
IO

3

{21

I
ilChonces in non-cnsh lrrr lonces reloled b operoiions /No/e 2t) {55}

Net cosh from operotino activities r,256 1,4A4

Finoncing octivities

lcng-term iebl issred

Lonq'term debt retired

i\mouni conkibuted by ncncanirollinq inlerest {Not'e 4}
Dividends poid

Chcnge in ban[ indebteriness

Other

628

17761

72

t28n
(2el

{3}

1,t85
{6OOl

Nel cosh from

{?r8}
111)

{sl
{used in} {incncins octivities

{3e5} 351

lnvesting octivities

Ccpilol expenditures /Note 2ll
Property, plc.rnl ond equipnrcnt

lnicngible ossets

Acquisition o{ Norfolk Power lnc. /No/e 4J

Prr:ceeds hcm inveslmenl

0ther

I,d8tl
{23}

t66)
250

{6}

{r,30Bl
lTei

Nel cosh used in inyestinq octivities
2

{r"326} {r .385)

Net chcnge ia cash ond cosh equivclcnls (46S1

565
37O

195
Ccrsh cnd rosh equivolenls, beoinninq of year

Cosh and cash equivolents, end af yeor r00 565

See occcmpr:ryirg nott.s tc Cor-sclrdr:trd Fincrciul Slctemenls.
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NCT I S TO CONSOLlDA1ID ! II.iANCl^i S IAI:,\N[NI5

NOTES TO CONSOTI}ATEP
F I NANC IAI- $TATI'YIE NTg
For tlre yeors ended Deeember 3 I , 20 I 4 ond 20 I 3

r " NTSCRIPTION OF THI BUSINISS
Hydro One lnc. {Hydro One or ihe ComponyJ wos incorporoled on December 1 , 

'1S98, 
under lhe Busrness Corporolrons Acr {OntcrrioJ ond is

wholly owned by lhe Province of Onloric {Province). The principol businesses ol llydro One ore the trcnsrnissicn ond distribution ol eleclricity to
cusi*mers within Onlorio. The eleckicity roles of lhese businesses crre reguloied by tho Ontnrio tneroy Boord IOEBJ.

2. $tsxtn(ANT AccouNTlNG poucrEs
Bc*is of {onsulidsficn
These Consolidoled Finonciol Sl<rlemenls include the occounls ol the Compony and ils wholly ownecl subsidiories. Hydro One Neh,nrorks lnc.

lHydro One Nel.rvorks), Hydro One Remole Communilies lnc. {Hydro One Remote CommunitiesJ, HycJro One Brompfon NeMorks inc.

{Hydro One Brtrmplon Neh,rr:rks], Hydro One Telecom lnc. {Hydro One leiecr:mJ, Hydrr: One loke [rie link Mcrncrgement lnc., Hydro One
Lcke Irie Link Compony Inc., Norlolk Power lnc. {Norfolk PowerJ, ond Hydro One B2AA l"lcldings. lntercompony tronsoctions ond bcrlcnces

have been eliminoied.

BEsis of Aecounting
trhese Consolidoted Finonciol Sloiemenis ore prepored und presented in occordonce with United Stotes {US) Generclly Acceplecl Accouniing
Prlnciples {GAAP) crnd in Ccrnodion dollors.

Hytlro One performed cn evoluolion al subsequent evenls lhrcugh to tebruory 1 1, 2015, the dote these Consoiiriciecl Finonciol Stotements

were issued, No determine whether ony evcnis or lrcnscclicns wcrronled recognition cnd disclosure in these Consclidaled linarciol Stolemenls.
See Nole 25 * Subsequent Evert.

Use of lVlonogemenl Istimcries
The preporotion ol financiol sioten"lenls requires mcrnogemeni to rnoke eslinroles ond ossumplions llot olleci the repo;led omounls of osseis r:nd
liobilities ol lhe Ccte ol the finoncicl siclernents ond lhe reportcd nmounls ol revenues, expenses, gcins onC iosses Curnq the reporlinq periods.
AAoncgemenl evolucrles lhese eslimoles on on ongoing bosis Lrosed upon hisloricol experierrce, curent condilions, ond cssumptions believed
lo ho reosoncble ot lhe llme ihe ossr.,lrnplions ore mode, wilh r:ny cdiuslnrerrls being recognized in results of operolions in the period they
orise. Signiliconl eslirncrles relote 1o regulolory cssels ond regulolory liuL:ilities, envircnrnenlol i;cbilities, pension benelits, post-reliremenl ond
posl*:mploymenl bene{ils, cssel reliremeni obligotions {AROsJ, goodwill ond cssel impr:irnrenls, ccriincencies, unbilled revenues, ollcwonce
for doubt{ul occoun}s, derivolive inslruments, ond deferred income tcx cssels cnd ltr:btlities. Actucl res,,hs moy d;ffer significontly lrom these
eslimcles, wh;ch moy be irnpocieri by luture decisions mcde by the OEB or the Province.

Rnte Sefling
The Componys Tronsmission BL:sines.s includes the sepcrolely reguloted trcnsmissloa busincs:es o1 Hydro One Netv;orks ond B2AA limited
Porlnersh;p lB2A lP). The Compr:nyi ci:nsolidoted Diskibution Business incluCes the seporotely re.tuloled distribuiion businesses cf
Hydro One Nelworks ond the newly crcquired Norfolk Power, as well os the subsidiories l-1ydro One Brompton Nei,works cnd Flydro One
Remote Communilles.

The OIB hos opproved the use of US G,a"qP for rote selting r:nd regulclory cccounting ond reporting by Hydro One Nehvorks' tronsmission
crnd diskibution businesses, os well os by Hydro One Rernote Cornmunities, beginning with the yeor 2012. Up tc the yecrr enrJed
December 3l , 2014, Hydro One Brr::nplon Ne\.vorks used Conodion GAAP (Pr:rt VJ for its distribution role-seiting purpos*s, ond hr:s
ironsitioned io lnlernotionoi Flncnciol Reporting Stond<-:rds [:eginning on]crnrory l, 20,l5
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NOT. S TC CONSOlIDATTD I]NANCIA] STA]FAATNTS

Ironsmisslon
ln Mcy 20 1 2, ltydro One Ne lworks liled o cosl-o{'se rvir:e cpplicolion rviil the Oill lor 20 l 3 ond 20 l 4 lronsmission roles. ln

Dec*mber 20 12, the OIB opproved the 2013 ond 20,14 revenue requiremeni of $,i,438 million ond $,1,528 million, respectively.

ln December 201 3, Hydro One Net,vorks lilecl c drclt Role Order wilh the OFB lor 2014 trcnsmissior roles. The 20,l4 lronsmission revenue

reqriremenl wcs increosed to $ I ,535 millicn from the originollyopproved revenue requiremenl cf $ 1,528 nrillion, primcrily due to chcnges

in lhe cosi of copilcrl poromelers for 20 I 4 released by rhe OEB in November 20I 3 On lonuory g, 201 4, the OIB opprcved the droft
lir:te Order {c:r '2Al A konsmission rotes os liled.

0isf*&ution
lnJune 2012, llydro Ote Nef,vorks filed cn lncentive Regulclion AAechcnism {lRI,AJ opplicr::lion with the OEB lor 2013 dishibulon rcles, lo
bc ellectiveJonrory 1, 2013. ln Decemlxr 2012, the OEB issued ils linal Decision, which r*sulteC in cn increose ir diskibulion rotes of
opproximolely I .3% ,n 20,l3, or 0.4% when consldering tolol bill impoct, for o lypiccl residentiol customer consuminq B0O kWh per monlh

ln April 2013, l-lydrc One Nelrn/orks {rled on |RAA ocplrcolicn with the Ol.B lcr 2014 distril-:ution rctes, to be elfective.lonuory 1, 201,1.
ln December 2013, the OEB lssued its linol Decision, rryhich resulted in cn increcse in diskibution rotes ol opproximalely 2.4% in 20 ld, or

O.85% r.vhen c;cnsidering totol bill impr:ct, lor o iypicci residential cusicmer consurning 800 kwh per month.

ln Augusl 101?, llydrc One Brcmpfon Ne[vorks filed cn lRAl opplicclicn witlr the Ol-B k:r 20,13 ciistribuiion roies, to be elfective

]onr.;ory l, 20,l3. 1n Decernber 20,12, the O[B issued ils finol Decision, which resulted in cn increose in dislribrticn roies of opproximc;tely

0.3% in 20.13, or less lhon 0..1% when ccnsidering totr.rl bill impocl, Ior o lypicoi residenli<rl customer consuming 800 kwh per month.

ln Augr'lsl 20 13, Hydro One Brcmplon Nel."vorks filed on IRAA opplicotion with the OtB {or 2014 d;stribution rctes, to be effective

lonur:ry I ?014.ln December ?013, rhe OEB issred ils lirol Decision, which resulted in o reduclion in distribution rotes of opproxirlotely
2.3% rn 2A1 4 , or 0.5% when considering lolol bill impcrct, for o lypicol resid*ntial cuslomer consuming 800 kwh per month.

ln Sepbrnber ?01?, llydro One-. Remole Commrnitie.s liled r: cost-ol-servicc cpolicolior wilh lhe OIB {or 2013 rotes, seeking opprovcl lor
c ?0 1 3 tevenue reqr:irerent o{ $5 3 million. ln June 20 I 3, rhe OE B cpproveC o revenue requiremeni ol $5 I m;llicn lor 20 I 3. ln (lctober

20 13, i"lydro Cne Remol* Comrnunilies liled crn lRAA cpplicotion wlth the OIB for 2Cl4 rotes, seeking cpprovol for o rote increose ol
opproximoleiy 0.5%. ln A.{orch 2014, the OEB crpproved on increose ol opproximolely 11% to bcsic rotes for the distribution ond generoiion

of eleclricily, wilh on elfeclive dote of Mcy I , ?0 I 4 Tlre l;ncl role increose wos odiusted by the OElt s updcled rcle oCiuslinenl pcromelers

cnC llydro One Remole Communilies' iRM slrelch loctar.

Re3ulotory Aceounling
Ihe OEB hcs the qefer{rl pcwer lc include or excluCe revenues, cosls, eoins or losses in lhe rc.:tes ol o specilic perrod, resull:ng in o chanqe
in the timing of occounling recognilion lrorn lhol which would hove been opplied in on unrcqLrlctod compony. Such chcnge in timing involves

lhe opplicolion ol roleteguloleC occcunting, qrving rise 1o lhe recognition ol regulotory ossels cnd licbilities. The Ccrnporys regulclory asseis

represeni certoin omounls receivoble lrom lulure cuslomers ond cr:sls lhct hove been dele rred lor occounting purpcsos L:ecouse it is proboble
:hol lhey will be recovered in luture roles. ln oddiiion, the Compony hos recorded regulotory liobilities thoi generolly represenl onrounts thct

are refundoble lo lulure customers. The Compony conlinually ossesses the likelihccd ol recovery cl eoch ol ils regulolory ossels ond conlinucs

lo believe thul it is probcble lhcrl the OEB wlll fcctor its reguk:lory csseis ond llobiiities irto the retting of luture roies. ll, ot some future doie,
the Compcny irdges thol i1 is no Ionger proboble thol the OtB will include o recuk-:lcry ossot or Ilabili\. ir setiing future rotes, the r:ppropriote
corryinq onrcunl will be reflect-.d in resulis ol r:perctions in lhe p:erioci lhcl lhe ossessmenl is mode.

Corh nnd Coeh Equivolents
Cosh cnC ccsh equivolents include cosh cnC shorl'lerm in!,eslrnenls wilh on originol molurily of three monihs cr less
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Revenue Recognifion
'lronsmlssion 

revenues,:re colloctecJ lhrough OLBr:pprovrd rcrles, which ore bcsed on or opproved revenue reqrirerlenl lhol inciudes u role
ol relurn. Such tevenue is recoqnizei cs eieclricify is ircnsmrlied ond delivered lo cuslomers.

Distribulion revenues ore recognized on on cccrucl basis cnd include billed ond unbilled revenues. Distribuiion revenues atribuloble lo the

delivery of electricily ore bosed on C[B'cpproved distribution roles ond ore recognized os electrcity is delivered to customers. The Compony
eslimoles monlhly reve nue for o period bosed on wholesole e lectricity purchoses beccuse cuslcmer meters ore not generolly reod ct the end
ol eoch monlh. At the end cf eoch month, the eleckicily delivered to customers, but not billed, is esiimcled ond revenue is recognized. The

unbilled revenue eslirnole is offected by energy demond, weothel l;ne losses r:nd chorges in lhe composilicn ol cuslomer closses.

Disribution revenue r:lso lncludes on cfirounl reloting to rote proteclion lor rurol, residenlir:1 cnd remole cuslomers, which is received irom
lhe lndependerl [ieckicily Syslern Operotor {IESO} bosed on o slondordized custorner rote thot is cpproved by rhe OEB. Current legislotion
provides rcte prolecliofi lor prescribed closses of rurol, residentlcl ond remoie consumers by reducino fhe electricity rotes thot would
otherwise oppiy.

Revenues oiso include omourrts reloted 1o soles of other services ond equipmenl. Such revenue is rccognized <rs services ore rendered or ss
equipmeni is dellvered.

Revenues ore recorded net ol indirect loxes

Attsunfs Receivqble ond Allowun€e for Doubtful Areounls
Siiled occounts receivoble ore recorded ol ihe invoicecl c.nount, nef cl oilowonce for doubt{ul accounls. Unbilled occounl5 r*ceivoble ore
estirnoled ond recorded bosed on wholescle eleclrici\, purchoses. Cverdre omounls reloted fo regulcleC blli;rgs becr irteresf ct O[B-
opproved roles. The ollowcnce for Coubtlul acccurls rellecls ihe Compcnys best estimole o{ losses on bllleC occounls ieceivcrble bok:nces.
The oliowonce is based on cccounls receivoble oging, historical experience ond other currenlly ovoiloble inlorrnoticn. The Cr:rnpony e$limflles
the ollowonce for doubtlul occounls on cuslomer receivobles by oppiying internr:lly developed lcss rotes to the orlstonding receivr:b|e balonces
by risk segmenl. Risk segrnenls represenl groups ol cuslome rs with similcrr credit quolity indicolcrs ond cre compuied b<rseC on vorious
o*ibutes, incluCing number ol doys receivcrbles cre post due, delinquency ol bcrlonces ond p{ryment histcry. loss rotes opplied lo the occounls
receivl:ble bc]cnces ore bosecJ r:n hislcricol overage wrile-olfs cs o percenloc;e <;f occourls receivoble in ecch risk segmenl. An nccounl
is consicjered delinqr.;enl if the flncl omornt bllled is nol received within I l0 tJoys ol the invoiced dole. Acccunts receivoble ore wri[en off
trgoinst the olk:wr:nce when ihey ore deemed uncollectible. lhe existinq ollowonce lor uncoilectible cccounls wril continue to be olfected by
chcrnges in volume, prices oncJ economlc conditions.

Nanrontrolling inter*rf
Nonconlroiling inleresi represenls the porlion of equily ownership in subsidiories thcrt is nct r:firibulolrle to the Shoreholder of the porenl

income {loss} and ofher cornptehensive income {loss) ollribuloble to the ncnconkclilng interesi cnd ony dividencJs or distrlbutions poij to rhe

nonconirollinq inlerest.

Il c lronsoclion results in the ocquisifion ol oll, or port, of o nonconkolling interest in r: subsidir:ry, ihe ocquisilion ol ihe nonconkolling interest
is occcunled for os on equily honsoction. N<; qc:in or ioss is recognized in consclidoted nel income or comprehensive inconre os a resL-llt ol
chonges in the nonconlrolling interesl, r.;nless a chonoe resulls in lhe loss of ccntroi by rhe Compony.

Corporofe lncome Tsxes
Under the Flecfrtcify Act, 1998, flydro One is requir*cl lo moke poyments in lieu olcorporoae incorne toxes {Pll-sJ to the {)ntorio Eleckicity
f inonciol Corporolion {OEfC] These ooymenls are c;clcuk:led in occordonce wlth the rules lor compuling income cnd alher reievonl
crmounis contcined in lhe lncome Iox Acr {Ccnado) cnd the Taxatian Act, 2A07 lOntcrio) crs modified by the F/eclricrtT Act, I 998 ond
reloted reguloiions.
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Currenl crnd delerred income loxes cre compuleC bcseC on lhe 1cx roies ond lcx lcws enocled ot the bolcnce sheet dole. Tox beneliis

ossocroled wilh income lox posrlions toker. or expecleC kr ber token, ifi o 1ox relurn ore rer:orded only whcn the "mcrelikelyJhon-nr:l"

recognilion thr*shold is sotislieC ond crre meosured ot the loreest omount of benelit thot hr:s o greoter thcn JC% likellhood cf being reclized
upon sefiierrenl. AAcnogernenl evclunles eoch position bosed solely on lhe iechnlc<rl merils ord locls ond circurnslcnces of the posilion,

cssuming ihe position will be exomined by o loxing oulhority hoving lull knowiedge ol all relevont informotion. Slgniflcont moncgement

iudgmenl is required lo delermine recognilion thresholds ond the reloted onourt of iox bonefrls to be recognized in the Consolidoted
Finonciol Slolernenls. A.Aon<rgemeni re'evolucles 1ox positions er:ch period in which new informr:lion obout recognilion or meosurement

becomes ovolloble.

Currenf lncome Isxer
The provision for cutrenl tcxes cnd lhe ossels ond liobililies recognized for lhe curi'eni ond prior periods ore meosured ot the omounls
receivoble kom, or poycble fo, the OEFC.

0*ferred Jncome loxes
)eferred lncome toxes ore provided for using lhe iiabiliry rnethcd. Defened income toxes ore recognized bosed on the estimcted lulure

lcx consequences ciiribr:toble lo temporcry dillerencel hehveen lhe ccrrying omouni of osseis cnd lir:bilit;es 1n the Consolidcted Fincnciol

Slolemenls ond fheir ccrresponCing tcx bcses.

Delerred inccme lox liob;lilies cre gererolly recognized on oll toxoble temporcry diflerences. Delerred iox ossets ore recognized 1o the exlent
lhol il is more-liiely-lhcn-not thcf lhese ossels wili be reolized lrorn toxoble ncome cvoiloble cqoinst which deductible temporory dillerences
con be ulilizecJ.

Deferred income ioxes cre colculoted ol the lcx roles ihcl ore expected to cpply in the period when the licrbility ;s settied or the osset is

reoi;zed, bosed on lhe lox roles r:nd lox k:ws lhot hove been enocled ot lhe b<;lonce sheet dote. Delerred income toxes lhot ore not included
in lhe rcle-seilirg pro.ess cre cicrred or crediled lo lhe Consolidoted Stotements cf Operr:iions oni Ccnprehensive lnccme.

lf monoeeinenf delermines thol it is nrorerlikelylhon-nol lhol soir:e or ali ol c deferred irccme lox ossei will not be reolized, o voluotion

ollowonce is recorried ogoinsl the deferred income tox osrei lo roport lhe nel boionce o1 the omountexpected to be reolized. Previously

unrecognized delerred income lox ossels ore reossessed ol ecch bclonce sheel dole ond ore recognized to the exteni thol it hos become
mcrelikely-thon-no1 thot the tox benellt '"vill be reoltzed.

The Conpony uses lle liowthrough melhod lo occounl for investmenl lox credils {l-lCs) eorned on eligible scieniific resenrch ond experimenlol

income lox expense.

lvtulerisls and Supplies
Alolerials onC suppiies represenl consumcbles, smoll spure porls ond consiruclion moterials held for iniernal conslructio.r ond mcintenonce

of properly, plcnt onC equipmenl. Jhese osseis ore ccrrried ot overoge cosl lesr ony irnpoirmenls recorded.

Frop€rtl., Flont and [quipment
Proper!, plont ond equipment is recorded ot originol cosl, nel ol cusiomer contribulions received in oid ol construclion cnd ony cccumulcled
impoirmenl losses. The cost of oddilions, inciuding beilermenlr ond replocement osset components, is included on the ConsoliCoteC llolonce
Sheels os p.operry, plont ond eqripment.
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The originol cosl of properly, plont cnd equ;prnenl includes direct rnclericls, direct lobour {including employee benellts), conlrcc}ecJ services,

clkibuloble copitolized finoncing .csis, cssel reliremenl cosls, cnd direcl ond indireci overheods fiot ore reloted ic ihe ccpitt:l proiect or
plogrom. lndirecl overheods include o porlion al corporcle cosls such os finonce, lrecsury, humon rescurces, inlorrtlion technology ond

execulive cosfs. Overhecd costs, inciLrCinSJ corporcle funclions ond lield services cosls, ore ccpitolized cr c lully eillocclted bosis, consisfenl
with on O[B-opproved methcdolcgy.

Properly, ploni ond equipmeni in service corsisls of konsmission, diskibution, communicoiion, odminislrotion cnC service cssels ond lond

easemenls. ProperhT, plonl cnd equipnrent clso includes lulure use nssels, such os lond, mcjor cornponenls cnd spcre ports, ond copitolized
proiect development cosls ossocioted with deferred copilol proiects-

Ironsmission
Transmission ossels inclucle cssels used lor lhe tronsmlssion of high-voltcge eleckicily, sl:ch cs tronsmissicn lines, sr.rpport slructures,

Ioundctionl, insulctors, ccnnecling hordwore ond grounding syslems, ond ossels used lo sle p up the voltoge ol elcclricity from generoling
stclions for lrcrnsmission ond lo slep down voltoges for dislribulion, including konslorrners, circuit breokers ond switches.

Sislributian
Diskibution r:ssets include ossels rcL:1ed to the dislribution ol lo',r,-voltcge eleckiciiy, inclutJing lines, noles, switr:hes, irtnsformors, prolective

devices ond melering syslems.

ComrnEniccfion

Ccmmunicolion ossels include the {il:re oplic cnC micrcwcve rcrdio syslem, opticol ground wire, iowers, telephone equipmenl ond
ossocioled buildings.

Administratian ond Seryice
Administrotion ond service cssets include odminiskolive buildings, personol computers, konsporl ond work equipn:e ni, lools and olher
minor sssets.

fosernenj*
Eosemenis rnclude stotutcry riglls cf use fcr lronsmission corridors crnd obutting londs qronted under the Relioble Energy and Con,surner

Proteclion Act, 2AA2, os well os other lond cccess rights.

lntangible Aesets
lnlongible ossets seporotely ocquired or internoily developed cre mecsured on initiol recognilion ol cosl, vvhich comprises purchosed softwore,

recogniiion, intongible ossets ore corried ol cost, nel of ony occumuloled omorlizoticrr ond cccumuloied impoirment losses. The Compony's
intc:ngible crssels prirn<rrily represent moior componywide compuler cpplicolions.

Copirolized Finoneing Corts
Copilolized finoncing cosis represenl interesl cosls ottribulcble lc ihe conskr,clicn ol prcperly, plont ond equipmenl or development of intongible
ossels. The {inoncing cost ol r:ttribulo[:le ]rrrowed {unds is ccpitolized cs porl of the ocquisition cost of such cssets. the ccpitclized portion
of finoncing cosls is o reduclion lo linoircirrcl chorqes recounized in ihe Consolidcled Slcrle menls of Cperolions onrJ Corrr;relrensive lnccme.
Copitolized finoncing costs ore colculcled using the Con:g:ny's weighted cvercge effective cost of debt.

eonslruction ond Developmenl in Frogres$
Conskuclion cnd development in progress consisls ol the ccpitclized cosl of conskucled ossets thol crre not yet complele and which hcve not
yel been pioced in service.
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D*preeiotion qnd Amortizolion
The cost o{ properl'y, plcnt cnd equipmenl ond intongible cssels is deprecioted or cmortized cr o slrciahtline bosis bcsed on the eslimated
remcininq service life ol ecch osset colecory, excepl lor lronsporl cncJ work equipm,^nt, which is dep,*ci<lreC on o declinino bolonce bosis.

The Compony periodicoily inifiotes on exlernal indepentJenl review of il: properiy, plonl ond equipment cnd intongible ossei depreciction ond
omorlizotion roles, os required by ihe OtB Any chcnges orising from otB crpprovci of such o review ore implenrenled on o remcining service
llfe lxrsis, consistenl with their inclusion in eleckicity rotes. The losi review resuited in chonges tc rotes effective.lonucry l, 20 l3 A summory ol
overoge service lives ond depreciolion ond orlortizolion iotcs for the vcrrLous clcrsses of ossels ls inclltled below.

Averoge

Service Life

Role

Averoge
Tronsr-nission

Distribution

Cornmunicolion

Adminislrolion ond service

57 yea*
4? yeors

19 yeors

15 yeois

1%* 2%

1% * 2A%

t%* 15%

3%- 2A%

?%

2-%

7%

The cost ol inlangible ossets is included primorilywilhir the odminisircficn ond service clcssificntion obove. An.lorti:oticn rcles lor compuler
opplicotions sofirnrcre ond other intongible crssets ronee kcn g% b 2A%.

In occordlnce wilh groL]p depreciction proclices, the originol cost r:l prcper!, plcnt ond eouipment, or mojor compgnenls thereof, ond
inlanqibie r:ssels lhoi crre normolly relired, is chcrged 1o cccumulcied d"p,..ioti"r, wilh no goin or loss being rellected in resulrs of operctions.
Where o disposition of property, plonr cnd equipmenl occurs lhrough sole, o goin or ioss is-colculcted bosejon proceeds ond such goin or
loss is included in deprecir.:1ion expense. Depreclclion expense olso includes the costs incurred to re move prope.V, piont ond equipment where
no ARO has been recorCed.

Goodwill
Goodw;ll represenls the cost o1 t:r:qLrrred locoi clislribulion corn
the r:cquisition dote. Goodwill is not included in rote bose

pcrnies lhol is in excess ol rher hi*ciue of the net idenlifioble ossels r:couired crt

Gocdwill is evclualed for impoirment on cn cnnuol bcsis, or nore lrequently il circumsronces require. The Cr:mpcny pe*orms s quolitoiive
os'sessmenl to deletmine whelher il i's rnoreJikelython-noi lhot lhe fair volue ol the oppliccrble reporting unii is less rhon ils cr:rrying omount. lf the
Company delermines, cs o resull of its quclitotive ossessmeni, lhcl it is not morelilcelython-nclhct ihe Ioir volue ol the opplicobll reporling unit
is less lhon ils ccnying nrnount, no fL:rllcr tesling is required. ll rhe Cc:rpcny dete,rnines. cs o resul of iis quoliloiive cssessmenl, lhoi ii is more-
likely'lhcn-nct thot lhe foir vclue o{ the trpplicoble repo:ling unil is less thon its corrying omounr, o goodwill impoirrnenJ cssessmefit is performed
using a hvo-slep, {trir volue-bosed le:;l ihe lirsl step: compores lhe loir vclLre of tl,e opplicobl* ,.p,1,1,.n r-;nir lo lts ccr-rying omount, including
goodwill ll the corrying cmouni cl the oppliccble reporting unil exceeds its Ioir voire, c second step rs performed. The second .step requires
on oliocalion of foir volue tc the individuol ossels oncl liobilities using purchose orice oilccotron in order to determine the implied loir vclue of
goodwiil ll the lmpl;ed loir volue ol goodwill ls less thcn lhe ccrrying ornounr, cn impcirmenl loss is recorded crs o reduction to goodwiil ond
os o chorge lo resulls of operolions.

For the Teor ended December 3 I , 2o 1 4, bosed on lhe quoliiotive ossossment performed cs oi September 30. 20 I 4, the Compr:ny hos
deierrnrned ihoi it is not morc-likely-thcn'nol ihol the Icrir vulL:e of eoch cpplicoble reporting unir cssessed is less rhcn irs corrying onrounr. As s
tesull, no Iurlher testing wc-rs performed, r:nd the Compony has concluded thct goodwill wos not impoirecJ cl December 3l , 20 14.

Long-Lived Asset lmpeiirment
When circumsl<rnces indirale lhe corrying volue of longllvecl cssels moy nol be recoveroble, the Compony evolucres wherher lhe corrying
value of such ossels, exclu<jing goodwill, hos bcen impcired. for slch lcngliver1 ossers, impoirment exi.sts when $e carrying vclue exceeds
the sum o{ the fulure eslimcled undiscounled cosh flows expecled tc resulr lro* the use ond eventual disposiiicn of lhe osset. When olteraotive
courses ol aclion lo r*cover lhe corrying omcunl ol o longlived cssel cr€ under considerotion, o probotility-we'ghted opprooch is used to
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develop eslimoles of fulure undisco'rnied cnsh {icws. lf the corrying volue of the iong-lived osset is nol recoverohle [:osed on lhe estirrnied lulurc
undiscounled ccsh flows, cn impcirmenl loss ls recorded, rneosured os lhe excess of the conying volue ol lhe cssel over ils {oir vaiuc. As c
result, the cssels corrying volue is cCjuslei lo its eslimoted foir volue

Wilh;n ils regulcted business, lhe corrying ccsts ol mcsl ol llydro One! long lived osseis ore included in rote bcse where they eor. crn

OEB-opproved rote cf return. Assel ccrrying volues <rno lhe reloled return crre recover-*d lhrough cpproved roies. As o result, .:uch os:els cre
only tesled lor impoirmeni ir lhe evenl lhot *e OEB Cisollows recovery, in whcle or ir port, or if such o disollowonce is iudged to be probr:ble.

l-lydro One regulcrly monilors ihe ossets ol iis unreguloied Hydro One lq:lecom :u!:sicliory for indicotions ol impoirment. AAonogement ossesses
lhe loir vr:iL;e ol .:uch lonelived osseis using commonly occepied techniqur:s. cnd rnoy use more thr:n one. Techniques used io dete rmine loir
volue lnclude, bul ore noi limited to, lhe use of recent third porly ccmpc:rable soles for reference ond internolly developed discounied cosh flow.
ontrlysis. Signiliccnt chonges in morkel condilions, chonges lo lhe condilicn of on r:s:el, or c chonge in monogementt ;ntenl 10 utilize lhe ossel
cre ge,:erolly viewed by m<lncgeme nl os irigoering evenls lo reossess the cosh llows reloteci b lhese bngllved ossets. As oi December 3l .

2014, no cssel impoirment hcrd been recorded lor ossels within either the Conrpony's reguk:ted or unreculoled businesses.

Costs of Arronging Debt linoneing

Iincncing ond presenls such omounls os de{erreC dehl issuonce cosls on ihe Consolidcled Bolonce Sheets. Deferretj debt isslonce cosis ore
cmorlized over lhe ce;nlrocluoi lile ol ihe reloted iebi on cn elfeclive-interest bosis ond the omorlizotion is included within lincrncing cicrges
in lhe Consolidoted Stclemenls of Operalions cnd Clomprehensive lncome. Ironsoclion cosls for ilems clossifled cs h*lcJ-ft:r-lroClng cre
expensed immediotely.

{omprehensive Income
Comprehensive income is comprised of ne1 income ond olhcr comprehensive income {OCiJ. Hydro One presenls nel inccme cnd OCI irr o
single conlinuous consolidoied stolemenl ol operot)ons c;nd Cornprehe nsive lncome.

Finonciol Assets r:nd liobiliries
All llnoncicl cssels cni licb:lities cre clossillecl lnto on€ r:f the lollowing live cotegories. helcJ-to-molurity; loons ond receivobles; held{orircrcling;

ossels cnd liob;lit;es ore neosureC ot omorfized cosf, except occounis receivcbie tnd cmcunls due frcm reloted pcrlies, which ore meosured
ti the lower ol cosl ot folr voLe. Accounls receivoble cnd omounls due fron: reloled porlies cre clossifled os iocrs ond receivobles. The
Ccmpony cor:si<.Jers lhe corrying ornounls of occounls receivoble ond cmounts Cue lron relcled porlies lo be rer:sonoble estimotes of fcir volle
becouse of the short lime lo mr:turily of lhese inskumenls. Provisions lor impoirec occcunts receivoble ore reccgnized os odiuslments lo fie
r:llo*crce lor dcLrbtlul occourrls ond ore recoqnized when there is oi:iective evicj*ncc thci the Compony will not be oblc to ccllect omornts
ccc,:rd'ng lo lhe originoi lerms. All linonciol inslrument tronsoctions ore recorded r:t trr:de Cole.

which they orise. I'he Compony delermines lhe clcssificolion oi its {inoncicl ossefs cncj Iiobilities ot ihe dcte ol initiol ,*.,rgnirion. l-he Conrpony
Cesignales cerfoin of ils finonciol ossets crnd liobilitles n be neld ol fr:ir volue, when rl is consisleni with the Conrpony's risk nrtrrogemert pclicy
disclosed in Nole I 3 - I'oir Volue of Iinr:ncici lnskumerls ond Rlsk Monogemenl.

lerivqtive lnrtrumEnis ond Hedge Accounting
The Compony closely monitors the risks ossacioted wilh chancles in inleresl roles on its operotions ond, where oppropriote , uses vorious
inslrumenls to hedge these risks. Cerlcin ol lhese Cerivalive inshumenis quolily for hedge occounting ond cre clesiqn{rted cs ocrcunllncl hedges,
whiie others eilher do not quoiify cs hedges or hove nol been rlesignoted os hedges {hereinofter referred to os undesiqno}eC contrccrs} os they
ore port of economic hedging relctionships.

The occcunling guidonce for derivolive inslrumenls requrres lhe recognllion o[ oll derivolive inskumenls not iCentiiieC os meeting ihe normol
purchose ond scle exempiion os eiiher ossels or liobilities recorded ol foir volue on rhe Consolidoted Solonce Sheets. For derivotlve instrumenls
thct quolily for hedge occounling, lhe Compony moy eiecl lo designote such derivcrtive inslruments os either ccsh flow hedges or l.ir volue
hedcles. The Con:pcny oflsets foir volue omounls recognized on ils ConsolicJcried Bolorrce Sheels reloled to derivotive 

'nstrurnents 
executed witlr

lhe some counlerpcrrly under lhe some mosler nelting ogreement.
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[or derivotive inslrumenls thot quol]\r for hedge r:ccounling ond which cre designoled cs cosh flow hedges, the e{feclive porfir:r of ony
goin or loss, nel of lox, is reporled os c conponcri ol otr:unlrioied OCI {AOCI) ond is reclossifled lo results ol operr:trons in ihe scrrri* perind

r:r periods during which the hedged honsoclion aflecls resulls of operclions. Any goins or losses on the deriv<rtive lnskunrenl lhot represenl

*ilher hedge ineffectiveness or hedge componenls excluded korn lhe ossessnrenl ol ellecliveness ore recoqnized rn re:ult: ol op:erclions.

for loir volue hedges, chcnges in lcir vrlue o[ both lhe der]vclive inskunenl onci the underlylnc hedgeC exposurc ore recognized in the

Consolidoted Stclements of Opercrlions ond Comprehensive lncome in lhe currenl period. The goin or loss on the derivative instrument

is included in lhe some line itenr as the olfsefing qoin or loss on ihe hedged item in the Ccnsolidnted Stotcments ol Operoiions and

Comprehensive lncome. Additionolly, the Conrpony eniers inlo derivolive cgre€menls lhol ore econonric hedges which either do not quolily
for hedge occcu*ling or hove nol been clesignoled os hedges. The chcnges ln fcir volue ol ihesc L;ndesignried derivolive inskuments are

re{lectecj in resrlls cl operolion.s.

tmbedded derrvolivt irrsliumerls ore seporoled from their host conlrocls ond corricrj ol L:ir vr:lle on lhe Consolidcrled Bok:nce Sheets when:

{c} lhe economic chcrcclerislics ond risks of the embedded derivotive ore nol cleorly crd closely relcted tc the economic chorocleristics ond

risks of the hosi contrcci; {bl the hybrid inslrumenl is nol meosured r:t fcir voiue, wiih chonLtes ir lorr volue recognized in resulls of operolions
ecch period, nnd lcJ tle cmbeCded derivclive itsell meets the defirrilion r:l o durivotive. lhc Conpoly dces nol engcge in derivotive koding

or speculoiive ociivil:es cnd hcd no embedded derivolives oi December 3,1, 2014 or 20.13.

where the Compony hos electeC to cpply hedge occounting, Hydro One lormclly docr:ments the relotionship be[^,,een the hedged item ond the

hedging inskument, the reloled risk rnonoge'nent obleclive, the nolure of the specilic risk exposure being hedged, ond the method lcr ossessing

lhe effecliveness of the hedging relotionship. fhe Compony r:lso ossesses, both ot the inception of the heCge r:nd on c quorterly btrsis, wfrether

fie hedging inslruments ore elfeciive in ol{setting chcnges in {oir volues or ccsh flows ol the hedged iterrs.

[mployee Future Benefits
[mployee future benef]ts provided by HyCro One include pension, posl-reliremenl onC post-ernploymeni bencfils The cnsts r:{ ihe Cr:mponys
pension, posi-reiiremenl oncJ posl-i:mploymcnl benelil plons ore recorrJeiJ over lhe pericds di;ring whir:h r:mployees rendrr service.

ihe Compony recognizes the {unded slolus ol its pension, pcsl-reliremenl cnd posl-emplcyment pL:ns on ils Consolidcrhd Bolonce Sheels cnd

are considered lo !:e lnderlunded when thc proieclecl benelit obligction exceeds the foir vclue ol the plcn {rssels. liobilit;es ore recognized on

ihe ConsolidoteC Bclernce Sheets lor ony rret underlunded prolected benef ir 3d;g61i6n Tha. net urierlunded proiecled benefit obligotlon moy

be disclcsed cs o currefll ilobilir,, long*errn liob;lity, or bolh. The currenl portiof is ihe cnounl by which tle or:tuoriol present volue of bene{its

included in the !:enelil cbligolion poyoble jn lhe nexl I 2 months exceeds lhe ioir voiue ol plan cssets. ll tle lc;ir volu-. of plon ossets exceecis

the proiected ben*fit abliqoticn of the plon, on ossel is recognized equol lo fie nel r:verlundeC prolecteC benelit obligoiion. The post-relirement

onC poslcrnploymeni L:enelrt p[:ns erre unlundeci becouse lhere ore no rel<rtec] plcn ossels

Pensinn 6en*fits
ln occordcrnce with the OIB's rote orders, pension cosls ore recorded on o cosh br:srs cs enrpoyer ccnlribulions cre poii lo fhe pension

fund in r:ccordonce wilh lhe Pension Berelits Act{Ontcrir:). Pension cosls are recorded on r:n r:ccruol bosis ior finoncicl reporling purDoses.

Pension costs ore ocluariolly ielermined using lhe proiected benelit method pror<rled on service cnd cre bosed on ossurnplions thot re{lecl

melnogement! besl estimote of the elfect ol fulure ever:ls, incllding luiute compensclion increoses. Pasl service cosls frorn plon omendmenls

and cli ocluoriol gcins ond losses cre cmorlized on o stroight-line [:rosis over the expecled overoge remoining service period cl cciive

€mployees in the plon, ond over the estimcted remcining iife expeclcncy ol inoclive employees in ihe plon. Pension plcn ossels, consislinq

primarily ol iisted equ;ty securilies cs well os corporole .rnd covernmsnl debl securilies, ore loir voiued ct the end ol each yeor.

Hydro One records c regulobry crssel t-.qucl lo thc nel underiunded projccied benelit obliqolion lor ils pension picn. TLe regulolory csset for

fie nel under{unded profecled benefit obllgotion lor the pension plon, in lhe obsence oi regulotory crccounting, would be recognized in AOCI
A regulctory cssel rs tecognized becouse mcnoqemenl considers it to be proboble *ct pension benefrl cosls will be recovered in the luture

through the role-selling procass. The pension regulctory flsse1s ore remecsurecl ol the end of coch yeor bosecJ on llre currenl slolus ol
lhe pension plcn.
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All fulure pension benefil ccsls ore cikibufed to lcbcui cnd ore eilher chcrgecJ fo results ol opercrtions cr copitclized os pcrt ol the cost ol
praperty, plcnt <rnd equipmenl ond inl<:ngible pssels.

Fosl-relirernenl rod potl-ernploymenf benefils
Posl-relire ment ond post-er:rployme rl benelils cre recorded ancl included in roles on on occrucl bcsis. Ccsls cre delermined by indepe ndent
oclucries using ilre projecled benefit methcd prorcled on service nnd bcsed on ossumplions thot reflecl mcnogemenls besl estrmcles. Pcsl
service cosls lron plon omendmenls ore omortized to resulls of operolicns bosed on lhe expecled averoge remoining service period.

Hydro One reccrCs c reguloicry ossel equol lo lhe rncremenlcl net unfunded projected bene{it ol:ligotir:n lor posl,reiirement ond post-
employment plcns recordeC ol eoch yeor end bosed on onnuol ocluorioi reports" The regulolcry osset fcr lhe incre menloi net unluncled
prciecled benef;t obligction lor posl-relirement ond posl-errrpioyment plc;ns, in the obsence of regulctory crccounling, would be recogntzeC in
ACCI A regulolory ossel is recognized becouse mcnogemerl considers it lo be probcble lhot post-retirement cnd postencloyment bene{it
costs will be recovered in lhc luture throuoh lhe role-sellinit process.

For posl'reiirement benelils, oll r:cluoricl gcins or losses ore delened using the "corridor" npprooch. The omcunf colculoled obove lhe
"corridor" is onroriized lo resulls ol operotions on o slrnight-line bosis over the expected overcge remr:inrne service lile el octive emplcyees
in the plon cnC ovet lhe remoining life expecloncy of incclive emplcyees in the plon. The posl-reliremenr benefil obligotion is remeosured
to ils loir vclue crl eoch yer:r end hcsed on cn onnuol octucriol report, wilh cn offset lo lhe ossocicrled regulolory ossei, !o ihe extent cl ih6
remeosuremenl odiusiment.

[or post-employmenl ablionlions, lhe crssocialed iegulotory ilobllities representing octur:riol goins on lronsition to US GAAP ore omortized
io results ol operolions bosed on the "cr:rridor" opprocch. Posl lronsilion, lhe ccir:criol goins cnd losses on posf-employment r:blrqclions
lhoi cre inclned durinq lhe yecr cfe recognized immediotely lo r*sulls of cpernfions. The posi-ernploymcnl benelit obligc.rlion is romecsurec.i
to its Ioir volue ol eoch yeor end based on on cnnuol ocluoric:l report, wilh on ollsef to lhe ossccioteC regul<ltory assel, io ihe exte nl ol the
reme0suremenl odiuslnent

All post-relire me nt onC posl-employment future bene{il costs cre oilribuled lc lobour ond ore eilher chcrrged to resulls o{ ocerclions cr ccpilolized
os pcri of the cost of prcperly, plont ond equipment ond inlcngible ossets.

Multiemployer Fension Plan
Employees of Hydro One Brompton NeM;orks ond thc newly ocquired Norlolk Power porticipote in the C)ntorio A,4unicipcl Employees
Reliremenl System FL;ncl {OA ERSI, cr mulilemployer, coniributcry, deflned benelit public secior pension fund OI,IIFRS proviCes relirement
pension pcymenls boseC on members' length of service ond solory. Soth the porlicipoting employers r:nd mernbers ore required lo moke plcn

by rnember entily. OAAERS is regislered wiih the Fincncicrl Services Commission of Ontorio under Regiskction #0345983. At Decenher 31,
20,13, OMERS hr:d opproximolely 440,000 menrbers, wilh opproximorely 335 members being current enployees ol HyCro C)ne Bromptcn
N uol r r\oro.P-r.

The OA/IRS plan is occornled for os n delined conlribulicn plon by Hydro One becouse it ls not pro.trcoble tc Cetermine the present volue
of the Compony's obligotion, the foir vcLe of plcn ossels or the relofed current service cost opplicoble to Hydi'o One Bromptcn Netwcrks crnd
Norlolk Power employees. Hydro One recognizes its conlributions lo the OMERS plon os pension expense, with o porlion being r:cpiroliz--d.
The expensed omouni is included ln opero:ion, rnoinlenonce r:nd odminiskolion cosls in the Consolidoted Stolements of Operotions cnd
Comprehensive lncome.

Lasr Ccnlingercies
Hydro One is lnvolved in cerloln legol ond environmeniol mctlers lhol orise ln lhe normol course of business. ln lhe prepcrolion ol ils

C<xsolidated tinoncial Slolemenls, monogemenl mokes ildgnrenls regarding *e fulure oulcome of conlingent evenls crnd records o lo.ss

for o confingency based on ils besl eslimote when il ls deiermined thot such loss is probcble ond rhe omount of the loss con be reosonobly
estimoled. Where the loss omounl is recovercble in fufure rofes, o regulotory osset is also recorded. When c rcnge eslirfiole lor the proboble
loss exisls ond no omounl within the ronge is r: beiler eslimole :hon ony olher omounl, the Compony records o loss ot lhe minim$,-n ornounl
within the ronge.
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A'4onogemenl reguloriy reviews cunenl lnformolion ovoilcble lc deiermine whether recorderi provisions should be oC]ustecl cnd whefh*r new
prcvisions ore requrred. [slimolirlg proboble losses moy require r:nc.:lysis ol multiple lorecosls ond scent.rrios lhoi ofien depend on iueJg,"enlsobort polenlioi cclicns by lhirC porlies, sr:ch os ledercl, provinciol cnd locol courts or reguloiors. Contingent liobilities ore oken resolvecl over
lonQ periods ol ilme. Amounls recorded in the Consolidoted Finonciol Stctements *cy diife, from the octiol oufconre once the contingency is
resolved Such differences could hcve c mcleriol impocl on futrre resuhs of operorions, lincnciol posilion ond cersh llows ol the Comiany

Provisions crre bosed upon current eslirnoles ond ore subiect to greoler uncerloin[ where the proieclion period is lengthy. A signilicr:ni upworcJ
r:r e]ownwcrd lrend in ihe numL:er of cloims f:led, the ncture ol lhe oilegeeJ iniuries, ond ihe overcge cost cf ,esol,,nj"o.h .1o",. could chonge
fhe estimoted provision, os could ony *ubsftrntioi crdverse or fovourobleverdicl ot trlol. A lederoi or provincicrl {egislotive ouicome or slruciured
seillement couid olso chnnge the estimoted liob;lity. Legcl fees ore expensed os incurred.

Invironmentol Lisbilirier
[:nv]ronmenlr:l licbilities cre recorded in respecl ol post conlominolion when il is deiermined thr]t future environmenlol remediotion expenditures
ore proboble under exisling rlolule or reguk:tion ond lhe omount of the luiure expendilures con be recsonc;biy estimoted. Hydro One records
o llc;bility for the estimoted fulure expendiiures ossocioleC with the contominote<J lond cssessment cnd remedlotion {LARJ ond lor the phose-or1
cnd deslrrction of polychlorinoted biphenyl {PCBJ'contoninotecl minerol oil removed kom eleckiccl equipment, bosed .n rl,e present volue ol
these esiimoled {ulure expenditures. The Conrpcny derermines the presenl vr.rlue wiih o discount role equol to its credlt-odlusted risk,free interest
rcle cn linorci<rl inslrumenls wilh cornporoble mcriurilies to the pollern of iuture environmentcl expenCifures As lhe Ccrnpony onlicipotes thcrt the

ol these envlronmenlol expendilures lrom cuslomers. Hydro One reviews ils 
"rti,notu, 

of future environmenlol expendiir-lres onnuolly, or nore
frequently il there cre indicotions lhol circumslonces hove chonged.

Asset Retirement Obl:gstions
AROs ore recorrJed for legol obligcticns cssocioled wilh the luture removol ond disposci of longl;ved cssets. Such oblioolions moy result lrom
lhe ocquisilion, conskutlion, developrnent ond/or normol use ol ihe osset. Condirionol AROs cre recorded when there is o legcl obligotion to
perlorrn o fuiure ossel reliremenl ocfivihy blt where lhe liming ond,/or rneihod of settlemenl ore condilional cn c lulure evenl lhcl poy or moy
not be within the conlrol ol the Compony. ln such r: cose, lhe obligotir:n io perfornr lhe assel reliremeni activiiy is uncr:ndilioroi even though
uncerioinly exisls oboul lhe timinq ond,/or nrethod ol seillement.

When recordin{:l on ARO, the presenl vulue of lhe estlmoted fulure expendilures required lc complele lhe ossel rellrernenl octivily is recorded
in the period in which the cbligotion is irrcurred, il cl reosonoble esl;mole ccn be mcde. lu generr:1, lhe presenl vcrlue of the estimoled
fulure expendilures is cdded io lhe canying omounl ol lhe ossocioled osset cnd the resullin; osssi reliremenl cosl is deprecioled over lhe
(}slimoted uselul life of the ossei Where cn ossel is no longer in service when on ARO is recorCed, the ossel reiiremenJ cost is recorded in
resuits ol operolions.

Scme ol lhe Componys tronsmission ond dislrib,liron cssels, pcrticu[:rly rhose locoted on unowned eose.renls cnC richfs-ol-wcy, moy
hcve AROs, condilionol or ofierwise. The mciorily of the Compcny's eosem€nls ond rights-ol-woy ore eilher of perpeluol drrcrion or r:re
outomolicclly renewed cnnuolly. lond rights with finite lerms cre generclly subiecr to exrension or renewol. As ihe Com6:ony expecls rc use

lo meel lhe perpetuily ossLLmplion, ;t wiil be reviewed io rjeiermine whether on eslimr:bie ARO exisis. ln such o cose, on ARO would be
recorded ol ihot time.

rhe Compcrnyi AROs recorded to dole relcle lo eslrmoled luilre expendilures ossocioted wirh the removcrl cnd cJ:sposol of osbestos,contoining
rnoiericls inslclled in some ol ils focililies ond wilh tle Cecornmissioninq of spec,fic switching siotions locoted cn unownec srtes.
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3. NEW ACCOUNTIN$ PRONOUNCTNilTiITS
Recently Adap*ed Aceounting Pronouncements
lnluly 20 13, the Fintnciol Acr:ounling Stondords Boord {FASB) issued Accounfing Stt:nCords LJpdote {ASU} 2013 I l, lncome loxes

{Iopic 7401. Presenlnlicn ol crn Unrecognized Tox Benefit When o Net Operoting Loss Corrforword, o Similor Tcx loss, or o li:x Credil
C<rrrforwcrrJ Exisls. l'his ASU pr*vides guidonce on lhe presenlr:tion of unrecognizeC tcx benelils. Tiis ASLi is effective lor fiscal yecrs, ond
inlerirn periods willin those yeors, L:eginnirg ofter December 15, ?01 3, cnd shoukJ L,e opplied prospectively io oll unrecognized tox benefils
ihol exisl al the elleclive dote. The ndoption ol this ASIJ did not hove o sigriliconi impoct on lhe Componys consolidoled finonciol stctemonts.

Rerent Aecounting Guidanre Not Yet Adopled
lrl,{oy20l4,theFASllissuedASU20l40A,RevenuefromContractswithCustomers{]lrpic606J ThisASUprovidesguidoncecnrevenue
recognilion thoi de picts the lronsfer of prcmised goods or services lo cuslomers in on omount lhct reflects lhe consiCerctir:n to which the

enlily expecls lo be entilled in exchonge for those goods nnd services. This ASU is required io be cpplied retrospectively ond is ellective for
liscol yecrs, ond inlerim periods wilhin lhose yeors, beginning cller Decemoer I -5, 20 16. The Conrpony is currer{y cssessing the impoct ol
cdoption ol ASU 201,1'09 on its cr:nsoiiCoted linoncicl slclements.

ln Augusl 20 14, the FASB issued ASU 2Cl4-,l5, Presentclion ol Fincnciol Statements- Coing Concern {Subtopic 205401. Disclosure ol
Uncerlr:inlies crbcul on Enti!'s Abili! lo Conlinue os c Going Concern. This ASU provides quidonce about manogement's responsibiliry to
evcluole whelher flrere is sLrbslonlioi doubt oboul on entitys r:bility lo coniinue cs r: going concern snd ieloted disclosures. This ASU is effeciive
lor ihe onnuol perio<J endino December 3l , 20.l6, and lcr cnnuol ord interim periods thorer:fuer The odopiion ol this ASll is nol onticipoted
lo hove o signif iconl impoct an the Comncny! consr:lidoted {;nonciol sloternents.

ln Novembllr 20 14, thc FASII issued ASU 2014-16, Derivciivr:s cnd l-lecleing {Topic B 151. This ASU provides cuidcnce on cccounting
for hybrid flncnciol jnsirurnenls i.ssr-;ed in the lorm of r: shore. lhis ASU is eflective for fiscoi yecrs, ond interim perioCs wi$in these yeois,
beginninc cfter Dece mher I 5, 20 I 5. The Compony is currenlly ossessine the impoct ol odoption of ASU 20 I 4- I 6 on its consolidoled
lironciol slolemenis

4. 3UStNt55 COfinSrNAtr$NS
S2M Limired Porlnership
h ?-A12,|-1ydro One erlered inlc or ogre€menl with lhe Chippewos ol Nowosh First Nction ond the Chippewos of Sougeen lirst Nofion,
collectively relerreC lo r:s the Scugeen Olibwcy Nolion {SON), where o nonccnkolling equiv interest in Hydro One! new limited parrnership
B2M lP, wculd be mode avciloble lor purchase cl lolr volue by lhe SCN. B2&A iP wos lormed by Hydro One in 20'13 to hold most ol
thc ltonsmissior lines ond o licence io use the relcted lond. These ossets ore ossocioted with Hydro Ones Bruce to Milton Tronsrr:ission

Rcinlorcemenl Profect, cn eleckrcify lronsmis.sion line {Bruce 1o Millon line} in soulhwestern Onlorio, from the Bruce Power foc;lity ;n Klncordinc
lo l-"lydro One 's AAilton Switching Stotion in the Town of 1"4;lton. Hydro One Networks will moinioin ond operote the Brrce to Mihon Line tn

occordcnce with on operclior cnd noncgemenl services cgreernent. ln November 2013, the OIB issueC cr Decisron ond Order gronling
B2M Lp c lronsmission licence cnd qronling Hydro one Nerh^,rorks leove to sell lho relevort Bruce lo AAilton Llne kcnsmission cssets lo B2A^ lp

On December 
,l6, 

2014, lhe relevonl Bruce lo Milton line lrLjnsmission ossefs tottrlling $526 mill;on were kansferred from llydro One
Nerr^rorksto32&4L.P Ihiswcsinoncedby6C%debt {$3 16millionJ c,rd40%cquiV1$210nrillion).CnDecenrbcr lZ,?-Ol4 rheSON
rcquired a 34.2% equily inlerest in B2M LP for cexsiderclion ol $22 million. representing the foir volue ol the equily interest ccquired.

Pcri of the SONs equily inleresl in B2M lP is in Cioss B unils of B2Al lP ihot hove o mcndcrtory put option. 
-lhe 

pul opiion recluires thot upon
lhe occutrence of cn enlorcemenl evenl {i.e. on evenl cf deloult such cs o debt delnult by the SON or insolvency event), the SON hos the

crbility to require Hydro One 1o purchose lhe Closs I unifs cl B?M LP for net book vcrlue on the redemption dote.

The norconlrolling irleresl reloling to lhe Closs B unil: is clcs.:ilied on the Ccnsclidoted Bolonce Sheet crs temporory equi! becorse the

redemplion {eolure is oukide ihe contrcl o{ the Ccmpony. The bolonce ol the noncontrolling interesi is clossilied wilhin equi\,. At Decenber 3l
l0 ,l4, 

the lolol nonconlrolling irieresi wos reduced by the 2014 nel loss oftibutoble io ncncontrrlling interesl totolllng $2 million, includine

$ I million reloling lo nonconkolling interesl suLr;ecl in reciemplror.
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Aequisition o$ Norfalk Power
On Augusl 25 2A1 4 , Hydrc: One ocquired I 0O% ol lhe ccmrnon shores of Norlolk Power, on eleclricity diskibuiion ond leleccm e cmpcny

locoled in soulhweslerr Cnicric The tolcl purchose price lor NorlolL Power, nel of the long-term debt ossumeC ond odiusted for prelimincry

working copilol ord olher closinr; cdiuslrlents, is crpproxinrotely $68 mlllion.

The following lcble summcrizes ihe prelimincry delerminction o{ the {oir volue ol the nssets ccquireC ond lir:bilil;es ossumed.

{n illions of Canadion rlallars]

Wr:rking copitol

Proper!, plont ond equipmenl

Deferred income tcx ossels

Goodwlll
Bonk indebledness

Derivctive inskumenls

lo::g-ierm Cebl

Posl-retirement ond posi-employment benefit liobilil,
f nvironrnerloi liobiiil.y

lcnc-term cc.ounts nc;voble crnd o$er liobilit;es

6
56

I

40
{3)

{3)

l26l
{ll
{t}
Il

68

The delerminolion of tlre fcir values of ossels ocquired ond licbilities ossumed hos been bcrsed upon monr:gemenit eslimotes ond certoin

cssumplicns wilh respect lo thc foir vclues ol the cssels ccqr..;ired cnd liob;l;ties cssuned. The purchose ogreement provides for {lnr:l purchose

price cdju.:lrnenls bosed on oqreed working ccpiiol ond olher bclcnces ol the ocquisition dcte which hcve nct yel been finalized. The

Compony will conlinL:e lc review informalion ond perform furlher onclysis prior to finalizing the lotol purchose price crnd therefore the octucl

loiol purchose price crnd lhe consequenl impocl on goodwill moy difler kom lhe omounfs obove .

Goodwill ol cpproximolely $zX0 million crising from the Norfolk Power ccquisrtion consists lorgeiy ol the synergies ond economies al scole

expecled from combining the operctions cl Hydro One cnC Norfolk Power. All ol the goodwill wos ossigned to llydro One's Diski[:utior
Brsiness segment. Ncne ol lhe gcodwill recognized is expected to be deductible for income tcx purpcses.

Norlolk Power conlribuieC revenues of $ I I miliion cnC nei income ol less thon $ I mill;on to the Cornpcny! consolidoted finonclol resuhs for

the yeor ended December 3 I , 20 I 4.

Al] costs relcrted lo lhe ocqrisilion hcve been expensed lhrough lhe Consolidoted Slolenrenls ol Opercrtions ond Comprehensive lncome.

lhe Cisclosure cl Ncrfcll< Powers pro lormcr informclron is immoleriol b the Compony! corsclidcied ilnonciol results {or the yeor ended
Decenrber 31 , 2.A14.

Woodsreck Hydro Furchose Agreement
On Moy 21 2A1 4 Hydro One reoched on ogreernenl with the Ciiy ol Woodstock to ocquire I 0O% of the common shores ol Wc,oCslock

Hydro Hold;ngs lnc. {Wcodslock Hydro), on eleckicily distribution compony locoled in soulhweslern Onlorio. the ocquisition is pending

c regulolory decision irom lhe OEB. lhe purchnse price for Wcodstock liydro will be opproximotely $29 milllon, subleci to f;ncl clcsing
odjuslmenls. Jhe lronsoction is cnlicipcrleC to be completod ,n 2015. ln onlicipotion o[ the Woodstock |-lydro ocqr.;isition, the Compnny mode

c relundoble depcsii lctoiling $? mill,on, which is recorded in prepoid expenses ond other assets on the Consolidoted Bolonce Sheet.

HaldimEnd Hydro Purrhase Agreement
Cn..lune I 0, 2C I 4, l"1ydro One reoched c::n ogreemenl with Holdimond Counly lo ocquire 1 0C% of the common shores of Holdimcnd Cornq
Utililies Inc. {Holdimond llydro}, crn eiectricily Cistributlcn ond ielecom compony locoled in southwestern Onforio. The ocqrisilion is pending

o regulolory decisicr lom the O[8. The purchcse price lor lloldimond Hydro will be opproximctely $65 million, :ubjecl tc {inol closing

cdiuslmenls. The honsoclion is onticipoleC to be ccmpleted in 2015. ln cnticipotion ol the Holdimond llydro ocquisition, the Cr:mpony rnoCe

o refundoble depcsit lololling $3 m;lllon, which is recorded in prepoid expenses ond other osseis on lhe Consolidoied Bolonce Sheet.

82 HYIRo oNr ANNUAT RTPORT zord



NC,IES TO CC\SOIIDAITD I1NANC]AI STA.ITMINlS

5. OIPRTCIATION A}I D AI'IORT:ZATION

Yenr ended December J I
Deprecicllion

oI Conodir:n 2014 201 3

Amorlizction ol inlcngible ossels

Assel removol costs

Amortizolion ol requlolorv ossefs

proper!, plcnt <rnd equipment 565
5J

8I
na

533
48
7A

t6
722 67b

6. TINANCIH& CHARGE$

Yeor ended Decem,Ser 3l tmilltons o{ Canadian dollors} 2014 2013
lnleresl cn long+erm debt

Other

less: lnleresl copitolized on co.slruclion ond developmenl n progress

Goin on inleresl-role swop ogreernenls

lnleresl e*rned cn investmenls

432
lt

{4e}

{10}

{6}

416
s

151 )

{il1
131

3V9

r. pRovr$loN ron pAyMrNTS lN ltEu or (oRpoRATt tNconnr TAxts
The provision for Plls dillers lrorn the omornt lhol would hove been recorded using lhe conrbined Conodion {ederol oncl Ontorio stolutory

income lox rale. Jl* reconcilir:lion befuveen fie slolutory ond the e{fect]ve 1t:x rofes is provideci cs lollows.

360

reo, c cred Dcce rbe 3l , "s o{ (a"odt,tn dollars) 20I4 201 3

lnccme before provisicn for PILs

Concdron federol ond Onlorio sloluiory income lox role

836
26.50"/o

912
26.50"/,

Provision lor PlLs ol stolutory roio 22:2 242

lncreose {decreose) resuliirc from:

Nel lemporory Cilferences included in omounls chorged lo cuslomers:

Copilol cosl ollowonce in excess of depreciotion ond omorlizoiion
Pension conlribufions in excess of pension expense

OverhecCs copitoiized for occouniing but deducted for tox purposes

lnlerest copitollzed for occounfing but deducted for iox purposes

Invironmentol expendiiures

Prior yeor s od jr'lslmenls

Non-refundoble invesimeni ilx credrls

Posl-reliremenl ond post-em3:loymenl bene{it expense in excess cl cosh poymenis

0ther

172l

l24l
{t5}
ttsl

{5}

{4}
(3)

3

{l}

172)

{23)

{t 4l

{t 3l

l4]

1B)

{4)

4

{tl
Nel lemporary dilferences

Nel permoneni diflerences
{r34} {r351

?

Totcl provision for Plls 89 109
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1'hc rnc]or componenls of income lcx expense ore ns loilows:

Yenr ended December 3 / c:{ Canadian dollars)

Currenl provlsion for Plls

DeferreC provisioa {recoveryl lor Plls

2014
79
IO

20r3
ilt

\2)

Totol ion lor PlLs 89 109

[ffective income lcx ro]e r0.63% l1 98%

Thecurrenl provisionforPilsisremi$edta,orreceivedlrom,iheO[fC AtDecember3l,20,l4,$39miil;onduefrorntheOEFCwcs
inclrded ir due lrcm relcied porlies on the Consolidoted Bolonce Sl.eer {20lll - $29 million).

Ai Decembcr 31, ?0 ll, lhe lotol provision {or Plls incluCes deferred provision lor PlLs ol $10 million {20.13 *deferred recoveryo{ $2 mlllionl

lhol is noi included in the rolr:elling process, using the liobility method ol occounting. Defered Plls balonces expecled 1o be incLded in the

rale'sellirg process ore offset by regulcrtory ossels cnd l;obilities tc rellect the cnticipote<J recovery or disposition o{ these bclcnces wiihin tuture

electricrly rnles.

D*ferred lncome Tox Assets ond liobilities
Delerrecl income lox ossels ond liobiliiies orise from dillerences be\areen lhe corrying omounts ond lox bcrsis ol the Cornpcny's ossels ond

licbilities At Decemher31,2014ond20 13,deferredincometoxcssetsandlicrhllitiesconsisledof thelollowinq:

Decernber 31 lmtl{ic:ns of Canadion dollars) 20t4 201 3

Deferred incnme lsx ssseis

Posl-refirernenl ond post-employmenl frenefils expense in excess cf ccsh pcymenls

lnvirormeniol expendilures

Depreciolion ond omorlizclion in excess ol capitol cosl cllowonce

0ther

I
4

{4}

fil

7

5

tt)
Totoi deferred income lfix ossels Z I I

I ll

D^, +, be 3l {n:ll on: ot Co,po o' tlo . t. .) 2014 2013
Deferred income tcx liobilitier

Copitol cost ollowonce in excess ol depreciclior ord omortizotion

Regulolory omcunls lhol ore not recognized lor lox purposes

Portnership interesl

Lra)OO 
^ 

I

Posl-relirenenl ond post-emplcyme rl benefrls expense in excess of cosh poymenis

Invironmenlol expenditures

Other

{r,n3}
{t401

{38}

{21)

s59
59

lr ,s561

\144)

{201

542
66

1

Totcl deferred incomer icx {iob;lit;es {1.2r4}
t9

{r,il r)

18Less. cutreri lion

{1,3 r 3} {r,r2el

During 2014 ond 20I 3, lhere were no chonges in lhe rr:t* oppliccble to lliure tcxes
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L ACCOUN?S RTCHYA$L!

Decenrber 3l Imrllions of Canadian dolhrs) 2014 ?cl3
Accounls receivoble - bilied

Accounls receivoble * unbtlled

4.96

$86
268
bs1

Accounts receiv<.:ble, gross

Ailowonce fcr doubtlul occcunts
I,082

{66}

959
{36)

Accounls receivcble, nel t,0t 6 923

The foilow;ng loble shows lhe movemenls in $e ollowclnce lcr cloubtful occounts for thr: years ended Decernber 3l , 2014 ond 20.l 3

Yeor endeC December 3 I /millions a{ Canadian dollorsl 20t4 2013
Allowonce lor doubtful occounts -.lonuary 1

Write-olfs

Addit;ons to ollowcnce for daubtful o..orrnls

(361

24

{54}

{?3)

?4

l3z1
Allowonce for doubtlul occounts * Decernber 3 I t66l {36)

9. PROP:RTY, PI.ANT ANN SQUIPMEN:

December 31,2Al4
{millions r:{ Canadian dollars)

Properhl, Plont
ond fquipmenl

Accumulated
Seprecir:!ion

(onshuction

in Proqress Iiot0l
Tronsm ission

Dislribution

Communicoiion

Adminiskcllon cnd Service

Eosemenls

I3,209
9.076
I,t 00
I,502

623

4,416
3,225

615
793

85

626
320

56

t3

?,419
6,I7t

54i
I Jt

538
25,5 l0 9,134 I.0?5 17,40!

December 31, 201 3
lnttll:o"s,/ ( ,, J Ia- d.t o .

Propeny, Ploni

ond [quipment
Accunruloled

Deprecioiion
Conslruclion

in Proeress Totcl
Tronsm ission

Dislribution

Conrmunicolion

Adminiskc;llon ond Service

f osemenls

12,413
8,498
r,060
1,380

617

4,21 5

3,046
560
716

78

6V1

316
53
2C

B,869
5 7b8

553
7A?

53S
23 9b8, 8,615 1,078 16,431

Finoncing chqrqes copilolized cn properly, plcnt orrd equipmcrrl unrler constrr:ctior were $48 millicn in ?01r1 {20,]3 * $48 nrillion)
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IO. INTANOIBLE ASSETS

December 3l , ?al 4
rlollor.s]

lnl,ongible
Assets

Aecumuloted
Amorfizotion

Develcpment
in Proqress{m illions of Conadian Totcl

Ccmpuler cpplicotions sofhryore

0tlrer
303

2

573
5

273
,

a

578 305 3 tta

December 31, 2Ol 3
{millions a{ Canadian d<:llars)

lniongible
Assels

Accumuloled

Amorlizc;lion
Developmenl

in Progress Totol

Compuier cpplicotions sofilvore

Other
557

5

2,XS

3

3 3il
2

5b2 252 3 )14

l:incrnrinq chorges copitolized on inlonqible ossets unCer Ceveloprnent were $ 1 million in 2Ar,4 2013 * $3 mill;on]. 
-l-he 

estimoieC cnnuol
cmorllzoiion expensefcr intonqibleossels iscsfollcws: 2015 - $53 rnlllion; 20 l6- $53 m,llion; 2A17 - $53 million; 2018 * $45 miliron;
ond 2019- $31 mrllion

I I. NTGUIATORY A5$T7S ANN TIABII.ITIES
Regulolory ossets ond lioi:ilitres orise crs c result cf the rr:ie-selling process. Hydro One hos recorded the following regulclcry
ossets ord liobiliiies:

D-. .vrbe, 3 t 1* , o.. or Co-o r o. dallors) x0l4 20t3
Regulntery ossets:

Deferred income lox regulclory elssel

Pension benefit regulctory ossef

Posl-relirement ond post-em pioynrenl benef iis

linvironme nl<.rl

Penslon cosf vorionco

DSC exernption

O[B cost ossessil]enl dillerenilol

Reloil setlement vcricnce cccolrnls

Longlerm proleci developmenl cosls

Other

1,32V

I,236
273
,rio

9S

I6
l2
:I

1,145
8,15

308
2$b

BO

7
9

5

27 IB
Tofol regulolory ossets

less: current porllon
3.23t

31

2 683
47

3,200 2 630

Regulotory liobilities:
Rider I I

Exfernol revenue voricnce

CDA.4 delerrol vorionce occount

DelerreC incorfle tcx reoulotory liobility

PST sovings delerrol

Flydro One Bromplon Netrvorks riCer

Relo ii settlemeni vorionce occounls

Rider I
Other

83
54
,<
21

l9
I

II

.5.5

al

t?
17

B

35

ls
l4

Totol reguiolory licbilitles

less. curreri porlion
2r5
47

248
85
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Seferred lncome Tox negulutory Asset ond tiobility
Deferred income loxes crre rerogr:i:ed of lrrilpoicry dlller-rnces between the corrying cmounl of trssels ond liobilit;es in the llnr:ncio1

slolemenls ond fie corresponding lox bcses used in lhe compulolron ol loxcble proflt. The Compony hos recognized regulolory cssels ond

licbilities thol correspond to deferred income loxes thot flow firough the role.sell{ng process. ln the obsence of rot*requloled cccouniing, lhe

Compony's provision for PlLs would hove [:een recognized using fhe ]iobiliiy me$od ond there would be no regulotory ccccunls estoblished

Ior loxes lo be recovered thrr:ugh fulure rotes. As o resull, the 201 4 provision for Plls would hove [:een higher by opproximotely $ 
,1 

32 nrillion

12013-$i3gmillionl

lension Benefit Regulofory Asset
The Compony recognizes lhe nel unlunded slotus of pension obligotions on lhe Consclidotecl Beilance Sh*ots with on offset to the ossocicled
regulofory osse1. A regulolory ossel is recognized becouse monogemenl considers it to be prob<rble thr:1 pension benefit costs will be
recovereC in fhe luiure throuqlr the rof*seiling process. The pension benel:t obllgcrtion is remeoslred 1c its loir volue <rt eoch yeor end bc.:sed

tx on onr,uol cctuoricl repoil, wilh on o{fsel lo fie ossocioied regulotory assel, lc lhe exlent ol ihe remecsuremenl odiuslment. ln lhe obsence

of roietegulcleC cccounling, 201 4 OCI would hove been lower by $3q I million (20 I 3 - hicher by $670 millionl.

Post. Reliremenl a nd Fost- Irnployrlent Benefits
The Compony recognizes the net unf.;ndeC slctus ol posl-refiremenl ond posl-enrployme nl obligoliors on the Consolidoted Bclonce Sheels wiih
on lncremenlol offset 1o lhe cssocioled regulctory assels. A regulotory crssel is recognized becouse monogemenl considers it io be prohoble

post-employment benefit obligction is r*neoslred io ils {.rir vclue ol eoch yeor end bosed on on onnuol octucriol reporl, '"vilh nn ollsel io lhe

ossocloled regulotory ossel, lc lhe exlenl ol the re meosurement odiustme nl. ln lhe obsence of rol*reguloted occounling, 20 l4 OCI wr:uld
hove been higher by $35 milllor.r {2C13 * $12 rnill:orl

Environrnenrol
Hydro One recorCs o liobil;ty for lhe esiimoled luiure expendilures required lo remedicae environmenlol contominr:iien. Beccruse such

expendilures ore expected lo be recoveroble in lulure rotes, lhe Compony hcs recorded on equivolent omount os a re5;ulotory osset. ln ?0,14,
the environmenlol regulctory ossel d<:creosed by $33 rnilllon i20 l3 * $3 millionl lc rellect reloled chonges in ther Corrpcny's PCB llcbili\,,
ond increosed by $ 13 r,rillion 1;'},013 * $26 nllllon; due lo chonges in the IAR liob;1iry. Tl.e environmentol reguintory csset is omcrtizeC io
resuils ol operolr$ns bosed on lhe poltern ol ocluol expenditures lncurred ond chorced io environmeniol liobilities. The OtB hos the discreiion

tc excmine ond erssess lho pruclency ond the fiming of recovery of oll ol Hydro One s oclucll e;rvironmenkrl expendilures. In the obsence of
rcle-regulnl*C <rccounline, ?012 operolion, moinlenonce ond odminislrolioir expenses wculd hcve been lower by $20 million {2013 - higher

by $23 rnilliorl. ln odditlon, 20ll cmorliz<rlion expense would hove been lower by $18 m,llion (20 13 * $16 millionJ, ond 20 14 ftnoncinq

chcrges woulcl hove hce n hisher by $ 1 1 million {20 I 3 - $ I 0 millionJ.

Pension (osf Ysrionce
A pension cosl voricnce occcunl wcs estoblished for Hydro One Nehororks' lronsmission ond distribution businesses to kock the difference

beh,veen the r:cluol pensicn --xpenses incurred ond esllmoted pension cosis opproved hy tlre CtB. The bolonce in this regulolory occount

rellects ihe excess of pension cosls poid cs cornpored to OEB-opproved omounls. ln the obsence of rote-regulcted occounting, 20.l4 revenue

would hove beerr lower i:y $ lC rnillion {201 3 - $ 1? millionl.

HYDRO ONE ANNUAL REPORT 2OI4



',, I

NC)IIS 10 CCNSOL]DATED IINANCIAI SIATTAAFNTs

D$C lxemption
ln June 20 1 C, Hydro One Nelr ",orks liled an cppllcolion with lhe OtB regcrding the Cl-B s new cosl responsibili! rules conioinecl jn the O[B s
(Jclober 2009 Nolice ol Anendnrenl to lhe Distribution System Code {DSC), with respeci to the connection cf certr:in renewohle E,enerotors
lhot were olreody connecfed or thol hcd receiverj o conneclion rmpoct ossessment prior to October 21 2AA9. The opplicotiorr sought
approvoi fo record r:nd defer lhe unonlicipoied cosls incurred by l-1ydro One Nehororks lhot rerulled from the conneclion of cerlc:in renewcble
generclion lociiities. The OtE ruled thol idenlilied speci{ic expendiiures ccn be recorded in o deferol cccount subjeci to the OlBs review unlil
the nexl llydro One NeMorks'distributicn cost-of'service opplicolion. This proorom effectively ended or the end of 2Cl4 with no rrew prir:cipcl
tr: be recorded in 2015.

OtB Cost Assersment Oiffer.entiol
in April 2010, the 0[B issued ils Decision regording ilydro One Netvorks'distribution rote oppiicotion for 20,10 ond 201 L As port of
this decisior, rhe O[B olso opproved ]he dislribution-reloted OEB Cosl Assessment Diflerentiol Accounl tc record ihe clillerence befioreen ihe
omounls opproved in rcles cnd ocluol expendrlures wllh respecl lo fie OEBs cost r:ssessmenls. This cnntinued {or 2A12-2014 unlil ihe next
Hydro One NeMorks' distribution cosl'ol service opplicolion, whi6il 1"o, submitted ir 2A1 4 . This proon:m effectively endeC ot the enej of
2014 with no new octivity to L:e recorded in Z0 i 5

Reloil $eftlement Vnrisnre Aceounts {RSyAs}
Hydro One hcs delerred cerlcin relcil setllemenl vorionce crmounfs under the provisions ol ,Article 490 of the OIBs Accounling Proceclures
lJondbook. ir L)ccembcr ?0 I 2, thc 0[B opr:rovcd the di.spositicn ,:l the totol RSVA bc]oncc occumulnted lronr.Jr:nuory 20 I O to
December 201 1, inclrding <rccrued inleresl, lo be disposed over c ?4'month pericC frornlonuory l, 2013 to December 31, 2Cl4
Al December 3 l , 20 l 4, the RSVA wos in c nel ossel posilion due to o chonge ln globcl cdiustment.

long-Term Froiect Development Costs
ln May 2009, $e OEB crporoveeJ ihe creotron of o delerrol occount tc, recorC Hydro One Nehvor[s' costs cl preiiminory work io odvonce
certoin konsmission proiects idenlilieC in th-. Con:pcnyi i'}-C09 r:nd 2010 konsmission rote opplicolior'1s. in AAcrch ?0'10, rhe OEB issuer:l o

A4inistry ol [r,ergy ond ]nkoslruclure. in Dec--n:ber 2O12, the OIB opproved lhe recovery ol the December 3 
,1, 20l2 bolonce, including

occrued inleresl, 10 be recovereci over o oneyecr p*riocJ kcrn]onuary 1,2014 to December 3,1, 20 l4

Rider I I
ln April 2010, the OIB requesled the estcbiishment ol deferra] occounls which copture the difference berveen the revenue recorded on
lhe bosis of Oreen Inergy Plon expendilures incurred cnd the crcluol recoveries received. Rider I I includes omounis previorsly includeC
cs RiCer I

fxternol Revenue Voriqnce
ln AAay 2C09, fie OtB opproved forecosled omounts reloied to exporl service revenue, exlernol revenue kom secondory loncl use, and
exlernol revenue frr:m slolion mcinlenonce cnd ergrneering crd conskuctron work. ln Ncvember 2012, the O{:B ogcin cpprcved forecosled
omounls reloted lo these revenue cclegories ond exlenCed ihe scope lo encompcrss cll other exfernol revenues. The exlernr:rl revenue vci-ionce
occcunl bolonce reiiecls lhe excess ol oclucl exlern<rl revenues compcred lo lhe OIB-cpprcved forecr:sted cmounts

CDM Deferrol Ycrritrnce A((ount
As pcrlolHydro One Nelworks'opplicotion for 2013 ond 20,14 konsmisston rctes, Hydro Oneagreed to estoblish o new regulotorydeferral
vorionce cccount lo frock the impocl ol nclucl Conservotion ond Demond A,Ar:nogemenl {C}MJ ond tlernond rosponse results on the locrd
iorecosl compored to the esiimoled load forecost incluCetJ in lhe revenue requrremenl. The bolonce in fhe CDM rJeferrr:l vcrronce cccounl
relole: lo ihe octucl 20 

,l3 
CDAn compored to lhe omounls includeci in 20 l3 revenue requirement The OEB rcrte order specificolly stctes thol

the Onlorio Power Authcrily {OPAJ dr:to useC to colcrlole lhe dilference beMeen lorecosted ond octuol scvings will L:e provided one yecr in
orreors, cnd os o resuil, no omounl shoulC be recorieJ in cdvonce of rorilicolion from the OPA r:f ocluol ,*rultu. Tl.,i. nolificction from $e OpA
lpicolly occurs in Septernber of eoch yeor.
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P$T Suvings Deferrol Accounf
1'he prc,vinciol soles tcrx {PSlJond goods ond serviccs tox {OSII were l-rormonized in.luly 2010 Unlike thc GST, the PSl wos incluC*rj in

operolion, moinlenorce cncj odniniskclir:n expenses cr copilol expendilures for post revenle requiremenls opproved iuring o full cost-of'

service heoring. Under the hormonized scles lox {HST) regime, lhe HST included in operotion, mcinlenonce cnd cdrniniskciion expenses or
ccpitcl expendilures is not o cost uhimotely borne by the Compony cnd cs such, c refund ol the prior PST element in the opproved revenue
requirement is crpplicoble, cnd colculotions for trocking ond relund were requested by rhe OLB. For l"lydro One Ne\.vorks' konsmission
revenue requiremenl, PST wos included betrveenluly l, 2010 ond December 3l , 2010 crnd recorded in c deferrol cccclrnt, per rjirection
lrom ihe OtB. For Hydro One Nehnrorks'distribution revenuo requirement, PS'f wos includeC beilareen.luly l, 20 l0 ond December 31, 2C1.1
ond recorded in * defercl clccounf, per direction from the O[8.

Hydra One Brompton Networks Rider
ln December 20.13, the OEB issued c decision for Hydro One Bromplon Net'a.rorks' 2014 disiribution rotes. lncluded in the OEB',s dectsion
wos the opprovcl ol cerlcrin deferrcrl occount bclonces, primorily RSVAs. The OEB ordered lhol the opproved bclcnces be cggregtrled into o
single reguloloryoccouniond disposed of through c rcle riderovero t,niryeor period lr,:mJonuory l, 201y'. io December 31, 20 l5

Rider ?
In December 201 2, os port of Hydro One Nehvorks' 2O l 3 IRA distribution rote cpplicotion, the OEB opproved for disposirion certoin
diskibulion-reloted delerrci cccounl bolcnces, including RSVA omounts ond bolcnces cl Rider 2 nnci Rider 3, occumuloted up to
)ecember ?011, includlng,:cctLred inieresl, lo be d;sposed overo 2y'-monlh period lrom jcnuory l, ?0]3 to Decenber 31, ?0 14.

I2. DTBT ANN CNTDIT AGREEMTNTS
Short-Term Notes

which hos o mcximrm oulhorized omcr:nl ol $ I ,000 million. These shori-term notes ore denonrincted in Conodion dollcrs with vorying
molurilies nol exceeding 365 doys- Hydro One hod no commercioi poper borrowings outslcrnding os ot December 3 1 , 20 1 4 and 20 

,1 

3.

Hydro One hos n $ I ,500 rnillion commiiled ond unused revolving slondby credit lcoliry r.vith c synrJicrte of bonks, molu(ing in lune 201 9.
ll used, interesl on the locilii'y wculC apply bcsed on Conodion benchrnork rotes. This credir lccilrty is unsecured ond suppcrfs the Compony's
Cornnrerciol Poper Progrcrm. The Compony mcy use the creCil focil:q, lor genercrl corpcrcte purposes, includin.t rneetinct shorr-term lunding
requiremenls. 1"!e obligclion of ecch lender to make ony credil exlensicn lo lire Ccnrpony r:nder its creClt locrlirT is subiecl to vorioLrs conditions
including, omong olher ihings, thot no evenl of deloult hos occurred or would resull lrom such cred,l exlension.

long-Term Debt
The Compony issues ncles for longlerm fincncing under ils Medium-Term Nole {AITN) Proclrom. Tho mcxirnum cuihorizei principol omount
a[ ncrtes issrcrble under ihis progrom is $3,000 mi]iion. Ai December 3l , 20 1.1, $ I , I 8Z million remoined ovoiloble for issuonce rniii
October 20 I 5.
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The loilowing ioL:le presents the orrrstondlng lcnq-term tlebr cr December 3 I , 20,l 4 ond 201 3

Dq e- o''- 3 - o's o' t tro la, dollars) 2014 20r3
3. 1 3X Series I 9 nctes due 201 41

?.95% Series 2I nc,les due 20I5l
[]or:linqrcte Series 22 notes Cue 20.l52
4.64% Series l0 noles due 2016
Flooting-role Series 2./ noles due 20 l6?
5. IB% Series I 3 notes due 2A17
?.ZB% Series 28 noles due 20,] I
Flocling-rcte Series 3I notes due 20,I92
4.40% Series 20 nolcs ciue 2020
3.20% Series 25 nobs due2A22
7.35% Debentures due 2030
6.93% Series 2 notes due 2032
6.35% Series 4 noles due 2034
5.36% Series Q notes due 2036
4.89% Series l? noles due 2A37
6.03% Series l/ nctes dL.;e 2039
5.49% Series l8 noles due 2040
4.39% Serles 23 notes due 204.l
5.59% Series .5 notes due 2043
4 59% Series 29 notes due 2043
4.17% Series 32 noies due 2A44
5.00% Series l I notes due ?046
4.00% Series 24 nctes due 205 I

3.79% Series 26 ncles dre 2062
4.29% Series 30 noles due 2064

500
50

450
50

600

150

228
300
600
4$0

$00
385

600
{00
3S0

500
300
3rs
435

350
325
225
3r0
50

75A
500

50
450

50
600
754

300
600
400
500
385
so0
400
300
500
300
3r5
435

325
225
3to

AdC: Unreolized mork-to-morket lossr

a 1--'.1r, '1 r,onl"w,'rn6-. yearr

8,923 q,445

1?

tTsbj

I

{5521

lcnc-lerm Cebt 8.373 8,301

I The unreoilzed moti'io-mot[el loss rel:ies lo $ ?50 miliion ol ihe Series 2 I notes due 201 5 {20 I 3 - $5C0 mi]lton r:l rhe Series I 9 nol*s Cue 20'i 4. cnC $ 250 m;llior

ol lcir vciue hedges.

? The irteresl rntes of tre i oolinli{ofe noles cre reletenceC to the 3'monih Cunndicrn dollc, bcrke,s' cc.epionca rote, plus o morgin

ln20l4,HydroOneissued$628million{2013*$l,185million) oflong-termdebt under$eMTNProgrorr,ondrepoidrhe$7J0*rillion
|ATNSerics l9noles{20 l3*repoid$600millionAATNSeries l5notesl. lnodrJition,theComponyrepcridlcngtermdebt iotolhng

$26 million crssumed on the Norlolk Power ocouisition.

1'h+ lonl-lerm cje bl is unsecured onci denominoled in Canodicn dollors. Jhe lon{r-terrm debl is sL-;mnrorized by the number of yf;ars lo mciurily
irr Nolo I 3 - Foir Volue ol Finfincioi lnstrumenls ond Risk A.4onoosm--nt
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I3. FAIR VATUT OF FINANCIAI. INSTRU'IIENTS AND RISK I\fiANAGIMTNT
f*ir volue is considered b be lhe exchonge price in on orderly kcnscclron beMeen mcr!.et pcrticiponts to sell on ossef or konsfer o llobllity ot
lhe mecsuremenl dotc The lair voLe delinition locuses on cn exil price, which is lie price thct worlcJ be received 1n lhe sole o{ on osset or lhe
omouni thot would be poid to trcnsler o i;cbilit,r.

Hydro One clossilies ils fcrr vulue necsuremenls bosed on lhe following hierorchy, cs prescribed L:y the occounting guidonce {or foir value,
which priorilizes the inpul.s io vol-rclion techniques used to meosure foir volue jnto three levels:

levei 1 inpuis ore unodiL;:ied quoled prices in oclive morLeis for identiccl osseis or liobilities thcrt 1lydro One hos the ohility to occess. An
octive morkei lor lhe cssel or iicbility is one in which lrorrscctions for the osset or liob,liV occur will.r sulficient frequency onC volume lo provide
ongoing pricing informofion.

Level 2 inpuls ore lhose oiher thon quoled mrrkel prices thot ore observobl*., either direclly or indirectly, lor on asset or liabillty. level 2 input*
!nclude, but ore nol Iimited to, quofed prices for similcr cssels or liobilities in cr oclive nror[el, quoied prices lor idenlical or simi]crr cssels or

role curves ond yield curves observoble ot commonly quoled inlervols, volotililies, credil r;sk ond delculi rcles. A level 2 measuremenl connoi
hcve more ihcln on insignificonl porlion ol rhe voluolion baseC on unoL:servoble inpuis.

Level 3 inpuls cre ony loir volue nleosurcmenls thol incLde unobse rvoble rnpuls Ior tlre osset or liobiliS, lor more thcrn on insignilircnl portion
cl the voluaiion. A Level 3 meosuremenr nroy be bosed primcrily on level 2 inpurs.

Non-Oerirrotive Finonrisl Assets ond liohilities
At December 3I , 20,l4 ond 201 3, the Compony! ccrrying omounts of cccounfs receivoble, due from reloted porties, cash oncl cosh
equivolenls, bonL lnd-'btedness, occounls poyt.:ble, crnd due lo reloied porties crre representctive of lcrir volue hecouse of the shorl-term noture
of these lnstruments.

Foir Volue llleosurements cf long-Term Debt
The loir volues onC ccrryinq volues o{ li.e Cr:rnpcny! lone-term debi t-rt December 3 I , 201 "{ cnd 20 I 3 ore as follows

December 3 I
lmillictns of Conodion do//orsl Csrrylna

2CI14

Volue
2014

Foir Vslue
201 3

L!r'VrnQ Yo Ue

201 3

Ioir Vr:lre
Lorrglerm delri

$500 million of AATN Series lg noresr

$250 m;llion ol AATru Series 2l nolesl

Other noles ond debentures2

506
256
295

506
256

9 01I
252

8,6r3
152

I0"r59 I
8,9t5 10.4 t I I,457 9,78A

I 'lhe 
loir volue ol $500 miiliot oi the l,/rTN Serles I9 ro:es cnd ci $25C rillton of tne A TN Series 2 I notes subi-.cl ro heCging is prirorily bcsed on chonqes in the

preserf volle ol lulure cosh llows due 1o o chonge in lhe yielC n rle swcp morLet for lJre relcied:wup {hedged ri:k}.

mr:rkel vclue ol lhe note.s r:nd debenlures ond is boseC on unodiu;led period-end morkei ;xices lor the some or sinilcr debi cf the some reffioiring moturities
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Fnir Volue MeEsuremenfs of Derivqtive lnstruments
At December 3l , 20 14, ihe Compcny hcd irlereslrote swops tolcrlling $250 mill;on 120 I 3 * $250 millionl thci were used tc ccnveri
llxed+cte debi 10 llooJinq-rcle debi. These swops ore clcssilied ns foir voluc lredges. the Cornponys Icrir volue hedge exposure wos equol 1c

cbout3%{2C13*8%l oltrsiorol long-rermdebt of gg,925millton{20 l3*$g,C5/mill;on).Ar December J.,,2O-l4,rheCompcnyhndrhe
followinq inlerest-r"ole swcps designoleC os loir volue hedges:

{ol rrvo$l2Smillionlixed.ojoo,ng;nlc,cst-.o,cs^opogreementsloconverl$250millionof rhe$j00millionMlNSeries2lnotes
moluring September I I , 20 l5 rnto three-month vcriobletote debt.

At December 3l, 20,l4, the Compony ols,: hod inlerest-rote swops wilh c rorol notionol vciue of $l0g millton {20 l3 * $900 millionl
clossified cs undesignoted conkocls. The undesignoled ccntrocls consisl cl the fcllcwirlct rnlerest-rolo swops:

lb) o $.l50 million llooting-t*fixed inieresl-rcie swcp cgreement thct locks in ihe flooting rote the Compony pcrys on o poriion ol the
obovef;xed-lo-flocring inlerest-role swcpslrom Decernber ll, 20 l4 to September ll, 2015;

lc) o $50 nrillion liooting-tcvfixed inlerest-role swoFr cgraemenl tlrnt locks rn rhe flocting role the Compony poys on the $50 n-.lllicfi
lioolirgrcte A{TN Series 22 notes komJonuory 24, ZO141o.Jonuory 24,2C15,

{d} o $ l3/ million llooling-lofixed inleresl-rcrle swop o.lreement thot locks in the {loc;iing rcte ihe Compony pilys on the $2?B rnilllon
flcctrng-rote MTN Series 3l noles from December z'2,2e14 ro December 21 , ?a) 5;

{el c $30 million flooiina-tgfixed inleresl-ro1e swap ogreement thot lccirs ir the floaring rore the Compony poys on the $50 m;llion
flooling-rofe MTN Series 27 nateslrom AA<rrch 3, Z0 l51o Decenrber 3, 2015;

lf) c $30 million flccting-tofixed inieresl-rc:le swop oqreemenl thot locks in rhe {lccrling rofe the Cornpony pays on the $50 million
flooling+cte MfN Series 22 notes lrornJcrnucry 26 2A15 to.luly 24,2a15; and

{gJ thr"ee inJeresl-rcie swcps wilh c lolcl notioncl volue of $ 1 ? million thot were cssumeci os port r:f the Nerlolk power ocquisilon. These
swops con.sisi ol $B million ond 52 rnillicn flootinq-folixed inlercst-rote swop .rgreemenls moturing <:n Sepiem[:or ?C, ?02g, cnd o
$2 ,r,illion flocrtingrr{ixed inleresl-rolo swop ooreement mcturinq on Septernber- ?0, ?C}g

Foir Value Hierorchy
The lclr volue hierorchy of fincnciol ossets ond liobtlities oi December : l, 20 l4 cnd 2013 is cs follows:

Conying
Volue

Fcir
Derember 3 I , 24!4 {nil.ians af Canadian dallars) Vslue lerrel I level 2 level 3
Asse&:

Cosh cnd cosh equivolents

Derivctive inskurnenls

Ioir volue hedqes * inlercsl-role

r00 r00 I00

2 I 2
t02 l0? 100 2

[iobilifies:
Bank indebtedness

Derivollve lnskumenls

Undesignoted conkocls - inleresl-role swcps
Lonsterm debl

2 2 2

3

8,?25
3

10,41I

a

10,41I
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December 31, 2013 {millions of Canadian dollars)

Corrying
Volue

Foir

Volue Level I level 2 Level 3

Asseh:

Cosh ond cosh eqr.rivclents

lnveslmenl

)erivcltive inskumenls

Foir volue hedqes * inleresf-role su/cps

565
25i

J65
251

565
25r

12 12 12

828 828 565 263

Liobili{er:
Bonk indebtedness

Lonq-lern: del:l
3l

s 457
3l

9 780 9.780
3t

I 088 I8tl 3l 780I

Cosh ond ccsh eqL:ivolenis lnclude cosh ond shorl-ierm invesimenls. At Deceml:er 31, 2014, shorl-lerm inveslmenls consisled of bonkers'

i:cceptcnces onC money mcrket funds totclling $nil 12013 * $5 l5 millronj. The ccrrying volues cre representolive o{ foir volue beccuse ol the

shr:rl-term rr:luro ol these inslrumenls.

The inveslmenlr:l December 31, 2013 represented fie Province of Ontorio Flooling-Rote Noles thol melured in November 2014. The {oir

volue of lhe investr-nenl wos determined using inpuls other lhcn quoted prices lhol cre observoble fcr the csset, with unrecognized goins or

losses recognized in finoncing chorges. The Compcny obtoired quotes lrcm cn independent fiird porly for fie fclr volue of the invesknenl,

who uses the markel price of sinrilor securilies od]usled lor chr:nges in ob:ervol:le inpuis such os mcrlurily dotes ond inleresl roles.

The fair volue of the de rivolive instruments is determined usino inpuls olher thon quoteC p:ices lhol ore observoble for these ossets. The Ioir

volue is prrimr:rily boscd on the presenl volue ol fulLrre cr:sh liows using o swop yield clrve k: dcle rmine lhe ossumplions for interesl rcles.

The loir vclue ol the heCged porlicn ol lhe long-ierm debt is primorily b<rsed on the present vc.:lue ol fuiure ccsh flows lsing o swop yield curve

lo delermine ilre assumplion lor rnleresl ro1es. Ihe foir volue ol the unhedqed porlion oi lhe long-lerrr debt is based on unodiusted period-end

morket prices for llre some or $imilar debt o{ the snme rcmc:ining molurities.

There were no signilrcont liorslers bef,veen cny of the foir volue levels during the yeor: ended Decerber 3 I , 20,} 4 ord 20 I 3

Rirk lVlonogement
Ixposure lo rnorket ris[, credii rlsk cnd liquiCity risk orises in the normol course ol the Compcny's businesr

riilnrlet Ris&

A,4orke1 ris[ refers primorily to the risk ol loss ]hot resrlls from chonges in commodiry prices, forcign exchonge roles crnd inleresl rotes. The

Compony dces not h,:ve commoCiry risk. Tle Compony does hove Ioreign exchcnce risk os ;1 enters inlo cgreemenli lo purchase rnoleriols

ond equiprenl ossacicted with cr:pilol progrofis ond proiecls thol ore setlled in lore ign currencies. This foreign exchonge risk is nol moteriol,

although lhe Compcny could in the fuiure decide to issue forergn cunencydenomincted debl which would be hedged bock to Conodion

dollors consisient with ils risk moncrgement poliry. Hydro One rs exposed lo fllcluotions in inle resf rcrfes os the reguloted role of relurn fcr

ihe Compony'.r lionsrnisslon cnd Distrii:ulion Businesses is derived using o lormuloic opprocch thoi is bcsed on lhe forecosl for lcng-lerm

Covernmcnl cl Ccnodo bond yiL.:lds r:nd the spreod in 30ryeor "A'-roled Ccnodion utility br:nds over the 3Gyeor benchmork Govemmenl

of Ccncdobr:ndyield.The Componyeslimoles*ctc l%decrer:seinlhe forecostedl*ng'termGovernmenlof Conodobondyieldorthe
"A'rrsied Concrdir:n utility spreod used in delermining lhe Compony! role o{ relurn would reduce the Tronsmission Business' 20 l4 onnucl

resulls ol operolions by opproximr:iely $20 million {20 l3 - $19 million] ond Hydro One Nehn;orks'distributicn business'20 ld onnuol result.s

of operciions L:y opproximniely $ 1 0 miliir:n {201 3 * $ 10 millionJ.
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The Ccrnpony uses c con:binction ol lixed onrJ vorioble-rcrie debl to fcnoge lhe mix ol ils debl portfolio.'lhe Cornpony r:lso t.ses derivotrve

finonciol inskumenls 1o munoge inleresl-role rlsk The Compcny utilizes inierest-rote swops, which ore typicoily designcled os fnir volue hedges,

os Q meons lo marroge iis inlerest rr:te exposure to ochieve o lower cosi ol debl. 1n oddltion, lhe Cc,.rpony moy utilize inleresl-role derivr:live

inskumenls to lock ir inieresi-role levels in oniicipolion oi {ulure Iinoncing. Hydro One noy olso eiller lnlo dcrivciive ogreemenls such cs

Iorword'slorting poy fixed-inlereshale swcp ogr€emenls tc hedge agoinsl lhe effeci of lLilure interest-role movemenls on long-term lixedrale
borrowiirq reqliremenls. Such r:rrcngemenis cre lypicolly designcled os cosh low hedges. No ccsh flcw hedge ogreemenls were in existence

os al Derember 3 l, 201 4 or 2013^

A hypoiheticol l0% increose in lhe inleresl roles cssocioted with vorlobie-rote debl would not hcve resulled ir' o signi{icon1 decreose in

Hydro One's results of erper<.:lions for the yecrrs ended December 3 
.l 

, ?0 1 4 or 20 
'1 

3.

foir Va&.re Hedges

For derivofive inskumenls thot ore designoted ond quolily os fcir vclue hedges, the goin or loss orr the derivotive os well os the oflselting lass

or goin on the hedged item ollribulobie to the hedged risk ore recognized in the Consoiidoted Slolenrenls cl Operctions crnd Comprehensive

lncome. The nel unreolized loss {goin) on the heCged debt ond the reL:ted interest-rote swcps Ior the yeors enCed December 31, 20 l4 oncj

201 3 crre included in finoncing chorges os lollows.

Yeor ended December 3l lrnillions o{ Canadian dallars) 2014 2013
Unreolized loss {goin} on hedged debt

Unreolized loss {qoinl on Icir value irleresJ'role swcps
{3}
a

{B)

B

Nel unreclized lcss lqoin)

Al December 3 I , 20 I 4, llydro One hcrC $250 million l20l 3 - $750 millionJ of notionol omcrrnls of fcir vtrlue hedges outstonding related to

interesl-role swnps, wilh trssels ol Icrir vclre ol $2 mlllion {2013 * $12 millionl. During the yeors ended Deccmber 31, 20 l4 ond 20 13, there

wos no signiliconl impcct on ll'e resllls cl operclions os o resuh o{ cny ineffecliveness oilribltcrble to lorr voiue hedges.

Credir f,isk
Financiol ossels crecle c risk ihot c counl€rporl'y' will foil lo dischorge on obligolion, cousing c lincrcicl loss. At December 3.l, 20,}4
ond 2013, lhere were no significont concenhcl;ons of credit risk with respecl lo ony clcss ol fincnciol ossels. The Company's revenue is

ecrrned lron: o brocd bose of customers. As o resL.l11, Hydro One did nol eorn o siqnificonl omount ol revenrie from cny sinqle cuslomer.

A1 Decernber 31, 20 l4 r:nd 2013, there wos nc significont occr::unls receivoble bolcnce due l:orn ony single cusloffrer.

Ai December 31, 201"4, the Compony's provision for hcd debtswos $66 million {2013 - $36 millionj. Adlusrments oncl wrile-olls

weredelerminedonthebosisofcreviewol overdu--occounts, lcrkinginroconsiderolionhistcricr:l experience.AtDecember3l 2A1 4,
opproxirrcfely 6% ol the Conrponys ncl cccounis recervcble were oged mcre lhan 60 doys QA13 - 4%l

limiling totcl exposure levels with individucl counlerporlies consisfent with the Ccmpcny's Bccrd-opproved Credit Risk Poiicy; entering into

rnosler cgreements wh jch enoble nel sefilemenl ond lhe ccxkoctuol right of ollset; ond moniioring the linr:nclcl condilion r:l counlerporlies.
ln odd;tion lo poymenl nelling lcrnguoge in mosler ogreements, lhe Componyesicblishes credit l;mits, morgininp thresholds ond coll<rterol

iequiie menls lor eoch counlerporly. Cornlerporly credil limils cre bosed on cn intern*l credit review thct considers {r vori*-]y ol fcciors,

including lhe resulls of o scoring rnoCel, levercge, llquidity, prof;tob;|iry, credit rotings ond rlsk mcn.rgernert copobililies. l'he determinolion of

credll exposure lor c pcrtrculor counierparty is lhe sum of curreni exposure pLs the potenlicl fr-,ture exposL-re with thot counle.porly. The current

exposure is colculoled os lhe sum ol the principai volue ol money morkel exposures cnd lhe morkel volue of oll conkocls thol hcve o posilive

mork-fomurkel posilion on lhe mecsuremenl dcte. The Compony would olfsel lhe positive morkel volues cgcinsl negnlive volues wilh lhe some

counlerporly only where permi$ed by lhe exislence ol o legol nefiing ogreemenl such cs crn lnlernalioncrl Swop Deolers Associotion mosler

ogreemenl. The potenliol k;lure exposure represenls o sclef mcrgin 1o protecl agolnsl fulure flucfuotions of inleresl rclfes, currencies, eqrities,
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ond commodilies. ll is colculcted bcrsed on foclors developed by the Bcrnk cf lnlernotionnl Selllemenls, lollowing exlensive hisioricol an.lysis

of rondom Iiucluolions cl rnlerest rotes cnd currencies. To lhe exienl lhot o counlerpcr\,'s morgining thresholds ore exceeded, lhe counlerporty

is required 1o post colloterol w;th the Cornpony os specified in eoch ogreement. The Ccmpcny m<xitors currenl crnd lorwcrd credil erpersrre

to counlerporiies both on cn irdividuoi ond on oggregoie bosis. The Compony's credit risk lcr ccccxnls receivoble is limited lo the corrying

omounls on the Consolidoled Br:lcnce Sheets.

Derivctive {lnonciol inskuxrenls resull rn exposure to credil risk since lhere rs c risk of counterprrt'y defcuh. lhe credil expcsure af derivotive

conlrocls, belore colloterol, is represenled by the lcir volue of controcls ot the reporling dole. Al December 3,1, 2014, the counterporly

cred jt risk exposure on lhe fc.rir volue of these inle resl-rote swcp conkccts wos $ 3 million {20 i 3 * $ I 4 million). Al December 3 I , 20 I 4,
Hydro Ones credil exposure lor nll derivclive inslrumenls, ond opplicoble poyobies ond receivobles, hcd o crerJit roling of inveslmeni grode,

with five {inonciol inslilutions crs the cornterporties. The credil exposure ol three of the live counterporlies crccounied lor more thon l0% of the

lotal credil exposure of derivclrve controcls.

Liquidity xisk
liquidily risk relers li: ihe Compcnys cbiliry lo meel ils finonciol obligolions cs lhey come dre . |iydr-o One meefs ils shori'lerm liquidity

tequiremenls usinq cosh ond ccsh equivolenls on hcnd, funds kom cperolions, lhe issuonce of commerciol poper, ond lhe revolving stcndby

should be sufficienl 1o Iund ncrmol ope.clina requirerenis.

,41 Decernber tl, 2014, occounls pcyoble nnd occrued llob;lilies in lhe omourl of $ZB11 miilion l?013 - $789 millir:n) were expecied 1o be

settled in cosh at lheir cnrrying cmounls within the next 
'l 2 months.

Al Dece rnber 3 I , 20 I :1., l-f ydro (Jre hcrd issued long'term debt ;n the principol omount ol $8,92 3 mill;on {20 1 3 - $9,045 million)

Principol repayments, inlerosl poymenls and reioled weighted overoge inleresl .ofes ore surnmorized by fhe number ol yecrs to molurlly ir the

loliowing ioble:

Yeors io Moturity

Long-fierm Debt

Prineipol Repoyments

lnriillc:ns ol Conadian dallars)

lnlerest Poyments

(n;llion: of ( o! oo.,1,. Ja o

Weighted Average

Inl,erest Rote

{%}

1 yeor

2 yeors

3 yeors

4 yeors

550
500
600
750
228

419
3S3

3Br
350
327

28
43
52
78
t65 rS

{: * i0 yeors

Over 'l 0 veors

2,628
900

5.3S5

],BZO

I ,5?2
4,373

35
36
5.4

8,923 7,765 4.7
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I 4. CAPITAL NilANAGIMTNT
The Compcnys obieclives wilh respecl to i1s copitol slruclure cre to mcinloln effective occess lo ccpilol on o longterm bosis ot reasonsble

rotes, onC lo Celiver cppropriote finonciol relurns. ln order lo ensure ongorng eflective occess lo ccpilcl, the Corrpony lorgets lo mointoin on

"A" colegory longlerm crr:di1 rcting.

The Cornpnny considers its copilol slruclure lo consisl of Shoreholder's equily, preferred shores, lonq-ferm debt, ernd ccrsh ond cosh equivolerls
Ai Deceml-rer 3l 20 l4 cnd 2013, the Componys ccpitol skucture wos cs follows:

December 3l {millians o{ Canadian daflars} ?0t4 20r 3

Long-lerm debt poyoble wilhin one yecrr

Less. cosh ond cosh eqL;ivolents

5$'
t00

75b
565

Lcnqterm debt

Prelerred shcres

Cornmon shores
(etoined ecrnines

452

8,373

'lt 2

3,314
4,249

191

B 30r

3?3

3,314
3,787

r.563 7,101

Tonl copiml I6,7I I 15,Sr6

The Cr:mpcny hcs cuslorncry ccvercnls lpicolly ossocicrled with long-term debt. Among o*er ihings, HyCro One! long-ferm debt cnd credii
locility covenonts limit the permissible debt to 75% cl the Compcny! totcrl copitolizotion, limii the nbilil,, to sell ossets ond inrpose c negotive

pledge provision, subiecl kr customory excepions. Ai December 3l, 2Cl4 ond 20 I3, liydro One wos in compiioncewith oll oi these

covenonls cnd limilot;cns.

I5. PTNSION AN} POST.RTTIRTiAENI AND POST.I,\,IPLOYMENI BTNEFITS
Hydro One hcs o defined benefri pension plcn, c supplemenlory pension plcn, ond posl-reliremenl ond posierrployment benelit picns.

The delined benefii pension plon {Pension Plon) is conkibr:iory ond covers oll regulur employees o{ Hydro One oncj its subsicliories, except
employees of Hydro One Bromplcn Nel',vorks ond Norfolk Power. [mployees ol Hydrc One Bronrpton Nelworks ond Norfolk Power

poriicipote ln the O,\AERS plcn. The supplemenlory pension plon provides members of the Pension Plon witlr benefits thot would hove been

eornccJ ond poyoblo under lhe Pension Plon bul for the llmitaiions imposed [:y the /nconre IoxAcf {Ccnodo). The supplemenfcry pensicn plcn

chlignlion is inclrded with other posl-reliremenl cnd posl-emplcymenl benefit cl:ligolions on the Consolidoled Bolonce Sheels.

The OMERS Plsn
Hydro One conhibulions lo ihe OMERS plcn for the yeor endeC December 3l . 2014 were $2 million {201 3 - $2 millicn}. Ccmpony
conlributlons poyoble ot December 3,1, 2014 ond included in occrued I;cbil;ties on the Consolidoted Bcrlonce Sheets were less thon

$1 rnillicn{20 l3-lesslhon$1 millionJ.HydroOneconlributionsdonolrepresenlrnorelhon5%oltolol cr:ntribuliorshtheOMtRsplon
r:s indicoted in Or\AERS' mosl recenfly ovoilerble onnuol reporl lor the yeor ended December 3'1, 20'1 il.

At )ecember3l,20l3,theOMiRSplcnwasBB.2%lunded,wiihonunlundedlicb;lityof $8,64.] million.Thisunfundediiobilttycouldresult
in fulure poyftrenls by porlicipoling employers ond members. Hydrc One fulure conkibulions could be increosed substonticlly if olher eniiiies

withCr"ow lrr:nr lhe plon.

qb HYDRO oNr ANNUAL REPoRT 2or4
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Pension Plon, Post-Retiremenl snd Fost-Employmenl Plols
Jhe Pension Plon provides benelits bosed or hrelrest thrcel,eor cvercge pensionoble eornings. For new mcnnqement rnployee: whc
commenced employment on or ofler.lonuory i , 2004, and lor new Sccie! ol [nergy Professionols-represented stalf hireC olJer November l7
2005, benef:ls ore bcrsed on highest five-yecr ovefoge pensioncble eornings. Aher reliremeni, pensions ore indexed ro inflotior.

Ccmpony ond employee conlribulions to the Pension Plon ore based on ccluoriai voluoiions pe#ormed r:l leosl every lhree yeors. Annucl
PensionPlonconlribulionsfor20l4of$l/4million{2013-$l60millionJ werebosedcnonoctuorinl vcrluotir:neffecriveDecember31,
20 l3 120 l3 * elfeclive December 31, 201 1) cnd the expecteC level ol pensionoble ecrnings. [stimotecl onnuol Pcrs on Plon conrribut.ons lor
2015 ond 2Ol6 ore opproximotely $ l24 rnillion ond $ lZ5 million, respectively, L:cseC or the octuorial voluotion os ot December 3l , 201 3
cnd prr:iected levels of pensionoble eornings. Future minimum conkibuiicns beyond 2C16 will be bcsed or: on octucriol voluotion ef{ective
no loter thon December 31, 20,16. Contributions ore poyoble one month in orreors. All ol thn confributiors ore expecied to be in the
lorm ol ccsh.

[1ydro One recoenizes the overlunded or underfunded stotus of lhe Pension Plon, ond post-retirernent ond postemplcyment benefif plons

{PlonsJ os on cssel cr licrbiliry on its Consolidoled Bolonce Sheets, with ollseiting reguiclory ossets cnd l;obilities os oppropricrte. The
under{urded benelit obllgotir:ns ior llre Plons, ln lhe cbsence of regr:lotory occountirg, would be recognized in AOCI. Tire impcci of chonges
in crssumplions used lo meosure pension, posl-reliremenl ond post-employmenl benefil obligctiors is generclly recoqnized over the expecied
overoge remoining service period of the employees. The mee;suremenl dole for the Plons is December 3 I .

Year ended December 3l Tcrr5roI llenelrls
Posl Relremenl r:nd

Pr:sl-[mployment Benef its

2014 2013{m illtr:ns of Canadtan dollorsj 20i4 201 3

Change in proieeted benefit cbligotion
Prolecied benefit obligotion, beginnirq ol yecr
Current service cosf

irleresl cosl

Reciprocoi konsfers

Benelits pcid
Nel octuoriol loss {ocin)

1,531

4I
73

1,459
40
6:

6.576
r45
3t2

{3re}
82r

6,507
174
278

I

\3171

i63)

(451

{18}

\441
t3

ProiecteC benefit t'rto of Ve or 7,535 6,57b r.582 L53 r

Change in plan cs*ts
Fcir vclre of plcn cssets, beginning of yeor
Aciucrl relurn on plcrn ossels

Reciprncr:l lrcnslers

Benelits pcid
Employer contrihutions

Imployee conkibutions

Adminislrolive expenses

5,731
703

1,592
8S7

I

{3 r7}
160

30

1221

(3re)

1V4

35

t25l
fnir volue of plcrn ossefs, end ol veor 6"2$9 5,731

Unfunded stolus '1,236 845 1,582 I.53r

HYDIO ONE ANNIUAT REPORI 20]4 q7
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i-"lydro One prcsents its benefit obligotions cnd plon cssels nel on its Consolidoled Bolonce Sheets within the lollowing line llerns.

Pension Benefrls

Posl-Relirement eind

Post-Employment Benellts

?0rd. 201 3December 3l /m illons oI Conodion dollorsl 2014 an I1

Acc,r!€rri l,cblles
Penston benef it liob;lity

r,533

43

1,488

49

r,236 845

Posf-reii rement cnd post-em ploymenl be,-el,t licb iv
Unfundeci slotus 1,236 845 I,582 1 ,531

volue of plnn ossets ond the proiecled benefit obligoticns lor the Plcns. The funded,/unfunded slolus ch<rnges over lime due lo severol foclors,

including coniribullon levels, ossrmed Cisccunf rcles ond octuol relurns on pk:n ossels.

The following toble provides the prolected benef;t obllgr:tion {FBOI, occumuloted bencfil obligolion {ABO) ond foir vclue of pk:n cssets

{or the Pension Plon:

December 3l lnilltc:ns of Canadian dollars) 20t4 201 3

PBO

ABC)

Fcir volue of p[:n ossels

7,535
6,887
6.299

6,57b
5,498
5.73 r

On on ABC bosi.s, the Ponsion Pion wr:s funded al 9 I% oi Decernl:er 3 I , 20 l.:1 l20l 3 * 96%1. Oir r: PBO hosis, the Pension Plon wos

lunded ot 84% at December 3 
.1 

, 20I4 {20I 3 * BZ%l The ABC dilfers from lhe PBO in ihot fie ABO includes no cssurnprion cboul fulure

compensolion levels.

Componenls of Net Periodie B*nefi* Cnsts
The following tcble provides the compcnenls ol the net periodic benelil cosls foi the yeors ended Decer,rber 3 I , 2014 oi:d 201 3 for

the Pension Plon:

Yeor enrjed Dece,nber 3l
employee c,-;nlr bulions

lnterest cosl

[xpecfed relurn on plon ossels, nei ol expenses

AclL:crriol lors omorliz.r:lion

Prior service cosl omortlzction

r0
312

{36e}
r03

2

141

?78

{30e)
1,7 5

2

illions ol Cr:nodion 2014 201 3

Current service cosl, nei

Nol periodic benelil ccsts
'I58 287

Chcreed to resulls ol operotionsr 8',t 7?

I The Compony lollcws lhe cosh bosis of occounting consistent with the irclusion ol persion costs in CEB'opproved icies. Durirg llre yeor erded December 3 I , 20 ],1,

pension cosls ol $ I 74 million {201 3 * $ I 60 million) were cfiribrted ic lcbour, of w.r.ich $ I I million {2C 1 3 - $7? milllon) wos chorgerl lo operoliors, onC $93 milllor

12013 * $88 million] wos copiiolized os prrt of the co:t of prcper\,, plont ond equipment ond irtongible ossets.
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The following tcble provides the comporenls cl :he n*t perie!16 benelit costs for the yeors ended December 3 I , 20,l 4 cnrJ 20,1 3 lor the

posl-reiiremenl ond post-empk:ymeni benefit plons:

Yeor endeC December 3l {mtlltons o{ Canadian dollarsl 20i4 20r3
Currenl service ccsl, nel cf enpbyee contributions

lnlerest cost

Acluoriol loss omortizolion

Prior service cost 0mortizoliorr

4I
a,

t8
2

40
63
27

3

Net periodic benelit costs I34 133

Choroed to resulis of ooercticns 58

As:urnpfions
The rneosuremenl ol lhe obligotions ol lhe Plons and lhe cosls ol providing benefits under the Plons involves vcrious fcclors, including fie
developmenl o[ vcluolion ossumptions crnd occounling policy eleclions. When developing lhe required ossumplicns, tle Conpony considers
hisloricol informclion cs well cs lulure expeclotions. The meosuremerrt o{ benefit obligolions ond costs is impr:cieC by sovercrl cssumplions
incluCing lhe discounl rcie cpplied to benefit obligoticns, lhe long-term expected rcte of return on plon cssets, Hydrc Orre's expected level
of contribulions lo the Plons, lhe incidence of mo*ol;ty, lhe expected remcining service perioC r:f plon poriicipcnis, lhe ievel of compensction
on<J role of compensolion increoses, employee oge, length of service, ond lhe onticipoted rr:le of increose ol heolth ccrre cosls, cmong other
foctors. The impoct of chcnges in cssumplions used lo meosure the obligctions of the Plons is generally recognized cver rhe expected overoqe
remcrining service period ol the plon pcrticipcnf.s. ln seiecling the expected roie ol relurn on plon ossetl, llydro Orre consrderr historicol
economic indicolors theil impoct ossel relurns, cs well as expeclolions regording fulure lcng-lerrn copilcl mcrket perfcrmonce, weiehted by
torgel osset class cllocciions. 1n generol, equity socurities, reol estote cnd privote equily inveslmenls crr* forecostei lo hcrve hiqher retrrns lhon
lixed-income securilies.

The lollowirg weighted cve roge crssumptions werc Lrsed to delermine the benelii ohiigr:lions at Decemher 3I , ?0 l4 ond 20 I 3

Pension Benefils

Post-Reiiremenl cnd
Posl-F rrPlcYm-^nt Benr:lits

1014 201 3)6or ended December 3 i 2014 20t3
Significant os5umptions:

Weighted overcge discount rofe

Ro-o:,o-o',r'( scoc
escclolion {wifhoui meritl

Role of cost of l;ving increose

Role of increose in heolth core cosl kenisl

4.00%

2.50%

2"00%

4.75"/"

2 50%

2.AA%

4.00%

2.50%

r"CIo%

{."36%

4.75%

2 5C%

2 00%

4 39%

t:.52%per ornlmin20l5,grcdingdowntc436Tpsronniiminondofier203l{?013-681%in?Ol4,grndingdownlo43gT"pernrrnLrminondofier203 1)
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The fcllowing weighled cveroge ossurnplions were used lo determine ihe net periodic benef it cosls fcr the yeors enderl December 3 I , 20 I 4
and 20I 3. Assumptions used lo delermine currerl yecrend benelit cbl;eciions ore lhe crssumplions usecl to eslimcle lire subsequeni yeor! net
perioCic benelit costs.

)6or ended December 3 I 20t4 201 3
Pension Senefits:

We;ghled overogo expecled role r:l relurn on plon ossets
\4e gtteo ovcroge d;s,oJri ,d.e

Rcle of comprensolion scnle escolslion {without merit}
Role of cost ol iiving increose

Avercee tern0tnrnq service life of employees /yeors/

6.50%
4.75"/"

2.5A%
2"00%

ll

b.25%
4.25%

?.50%

2.40%
ll

Fosl..Retirement ond Post-[mplnynent Benefitsl
Weighted overoee discounl role

Rcte ol compersoiion sccle escolciion {withoul merit)
Rote r:f cosl of livlnq increose

Averoge remoining service life of employees /yeorsJ

4.75%
2.50%
2.00%

1?

4.3?%

4 25%

2 50%

2 0a%

12

4.3q%
Role ol increcse in heolih core cosl lrendsl

'6El%peronnumin20l4,grodinrldownto'1 3g"lperonrumirnnioller2c3 l{:ol3-6.g1%in20i3,grodingdownio11.39%percnnumtroniolter2c3il

The discount rcle used 1o determine lhe currenl yeor E:ension cbligction ond the subsequenl yeor! nel periodic bene{il ccsts is b,osed on o
yield curve cpprocch' Under the yiekl curve oppror':ch, expected future benefit pcyilenis for eo.h plcn ore discounted by o rofe on o third
porry' bond yield curve correspondinc lc ecch durolion The yield curve is bosed on "AA" lorg-rerm corporote bonds. A single discount rote is
caiculcted lhot n'ould yield the some presenl voiue os the sum oi the cjiscounlecj cosh flows.

The effecl o{ c: 1% chonge in heclth core cosl lrends nn the proiectecl benelit obligarion lor the post-retiremenl ond post-emplcymenf beneiils
cl December 31, 2014 ond 201 3 i,s os follows;

December 3l {millions of Canadian dollarc] ,0r4 2013
Proiecled benefit obligotion:

Effect ol cr l% increase in heolth coro cost trends

i-lfect of o l% decreose in heolth core cosl herds
248

{r93}
258

{200}

The e{fect o{ o l% chonge in heohh core cosl tre nCs on the service cost arC interesi cost for llre polt-reti remenl ond post-ernployment benelils
for the yecrs erded December 3 I , 201 4 cnd 201 3 is os follows.

Yeor ended Derember 3l {nillir:ns of Canadinn dollors) 20r4 201 3
$ervice eost cld inlreresl cost:

Ellect ol o I% increose ln heolth ccre cosl kends
tllect ol o l% decreose in heolth core cosl lrends

n.t 21

1l6l{I n

I 00 HYDRo oNE ANNUAL REpoRr 2or4



I']C1I S 10 CONSOTIDAI:D II NANClAI STAII{AE N IS

The lollowing opproxim.rle iiie expecfcncies were used in the mortcli! ossumplions to determine the projected benefit obligot;ons for the

pension ond posl-retirernenl and posl-enrployment plors ot December 3 1 , 201 4 and 201 3.

December 31, 2014
Life *xpectoncy ct 6i for o member currently oi

Age 6.5 Aqe 45

December 3 l, 20.l 3

life expectancy nl 65 for o member currenily ol
A5;e 65 Aqe 45

Mole Femole

25
Altole

23

lemcle
25

Mcle Fenrr:ie

26

Mcle Femole

242674

Istimoted tuture Senefit Poymenls
At Decenber 31, 20,l4, estimoled iulure beneflt pcynenls to the porticipr:nts of lhe Plons were:

lmillions af Conadtcn dollnrsl Pension Benefils

Posl-Reliremenl ond

Posl-Employmenl

Benelits

2015
201 6
2A17
?0rB
201 9
2O2O throuqh b 2A24

1n<

3r6
328
339
350
889

54
56
59

332

.50

52

lolcl estimoted flture berrelit prvmenis th r<suah lo 2024 3,5?V 603

Components of tegulotory Arsefs
A portion ol ociuoricll gr:ins crnd lcsses ond prior service costs i.q recorded within regul<rlory ossels on llyCro Ones Consolidoied Bolonce
Sheels to reflect the expecteC regulotcry inclusion ol lhese omounts in luiure rotes, which would ciherwise be recorded 

'n 
OCl. The lollowing

toble provides lhe ocluoricl goins cnd losses crnd pr-ior service costs recorded wlthin regulcfory osselsl

Yer:r ended Dece,nber 3 / /millions o{ Conoclran c'lollrtrs) 2014 2013
!ension &anefi!s:

Actuoriol loss {goin) lor lhe yeor

Aciuoriol loss omorlrzclior^'

Prior service ccsl omoriizcrlicn

sil
{r03}

tt,

{61 e)

1rz5l
121

406 \79b)

Po:l-Retirement ond Post-[rnployrnen] Benefits:

Acborlui loss {goin) for lhe yet.rr

Acluoriol loss omoriizolion

Prior service cosl omorlizolion

{:8}
{r e}

l2t

t3
l27j

{3)

{3S} l) 7l

HYDRO ONI'ANNUAI RTPOR] 2014
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The fcllowing toble provides ihe ccrrponenls cl regulotory ossels lhol hove not been reccgnizeC cs ccrnponenis ol net periodic benefil costs
for lhe yecrrs encled December 3 I , 20 I / crd 20I 3

Yeor ended December 3 I {rnillions a{ Canodian dollars) 2014 2013
Pension Eenefits:

Prior service cosl

Actuoriol loss

2

1,234

3

84?
r,236 845

Post-Retirernenl ond Posl.Ernployment Senefik:
Prior service cosl

Aclucriol lc,ss

?

273 306
273 30tl

The following ir:ble provides lhe componenls ol regr:lotory ossets cl December 3 I rhor cre expecled lo be omorlizecl os compone nls ol nel
peri,:dic benelil costs in the following yeor:

Pension Bene{lts

Posi-Reliremenl ond
PoslImployment Benef its

2014 2013Decenrbe' J I {milltons or C.:',od o- rJ,.//or-'/ 20I4 201 3
Prior service cosl

Acluor ol os,!

2

il9 IO

2 ?

r03 t5
l2t t05 l0 17

Fensinn Plsn Assels
Inyeslmenl $fralegry

when due As port ol this ongoing evoluotion. Hydro C)ne moy moke chonges fo ils tcrgeled osset crllocr:tion crnd investrnenl slrclegy The
Pension Plon is monoged ol o nel osset level The moin obiective ol the Pension Plcn is 1c srsloin o cerloi:r leve I ol ne1 ossels in order tc meel
lhe pension o[:iigclions of the Compr:ry lhe {retsion Plcn lulf;ll.s its prlmory objective by ocllrering lo specilic ir]vestment policies outlined
in its Summory ol lnveslmenl Policies ond Prccedrres {SIPPJ, which is reviewed ond opproved by the Audit, Fincnce ontl pension lnvestment
Commillee of Hydro One! Boord of Direclors. The Conrpcny mirncges net cssefs by engoging knowledqeoblo exlernol investmenl monoeers
who ore chorged with ihe responsibility ol investing existing lunds onrJ new funds {current yeor! empicyee ond employer conkibutions) in
occordonce w,th the cpproved SIPP The perlcrmonce ol ihe monr:gers is rnonilorerl thror..roh o qovernonce slruc|_Lre. lncreoses in nel ossets
ore o direct resL;ll of invesimenl income gcnercled by investmenls held by the Pension Plon cnd conkibulrons 1o lJ-re Pension Plon by eligible
emplcyees ond by lhe Compony. Ihe moin use of nel ossets is Ior benelit poynents to el;qihle Pensron Plon members.

Pension PIon Assef ffix
At December 3l , 20 14, fhe Pension Plon lurgel osstl ollocolions onC weiehted overoge osset cilccctions were os fcllows:

Torget

Allocolion i%l

lenslon Plorr

Assefs {%l-quily securities

Debl securifles

Otherr

600
350
50

60?
35S

3.2
r00 0

.l02 
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ArDecembe; :l,20l4,thePensionPlonheldnollydroOneccrporclebonds{20 13*$l5nr;liionJ ond$310millicncfdebl securiiiesol

the Province {2013 - $217 miliionJ

Ccnceatrofons of Credit Risl(

Hydro One evoluoled ils Pensic,n Plon's cssel por$olio lor fhe exisfence cf signiliccnl concenkctions of creCit risk os ol December 31, 20 l4
onC 20 13. Concentrcrlions ihot were evoiuoted include, but cre nci limited lc, invesimenl concentrolions in o single entily, concenlrniions in o

iype of indusky, cnd concenlrolions ir irdivicluol funds. Al DocemL:cr 31 , ?014 ond 2Cl 3, there were ro signilrccnl r:cncentri:1ions {delinetl

os greoier thon lO% ol prlon ossets] of rlsk in lhe Pension Pc'''s osset:

The Pension Plon monoqes ils counterporly credit risk with respecl lo bonds by investinq in inveslmcnl-grode <rnd ,louern*enl bonds ond wilh

respecl lo derivoiive inslrr:menls by ircrsocting only wilh finoncicrl inslilulions roled ot leosl "A+" by Stcndard onC Pocrs Ruling Services lnc.,

DBRS Limiled, ond litch Rolings inc", ond "Al" by AAoodys lnveslors Service lrrc., ond olso by rtilizing exposure lirnils 1o eoch counlerporly

ond ensuring lhot exposure is diversifled ccross counterporties. The risk ol Cefauit on konsoclions ifi lisled se.urities ls considered minirnal, os

lhe kode will lcil lf eilher pcrly to lhe trr:nsoction does nol meet iis obiigolion.

fcir Voloe rVeosurernen !s

The following iobles present lhe Pension ?1on ossels mec,sured onC recorded cl foir volue on r: recurring bcsis cnd lheir level within the loir

volue hierorchy oi December 3 I , 2C I 4 r:nd 20 I 3:

Oecember 3l , 20l4lnrillions o{ Canadion dollars} level I [eve] 2 level 3 Totol

Pooled funds

Cosh ond cosh equivolenis

Short-lerm securilies

Reol eslole

Corporole shores * Corodion
Corporole shcrres * Foreign

BnnCs cnd debenlure,s * Ccnociion
llu,'d- o,'d delr., e, ;

166

t,008
2,766

t8

176

l.Ft!
2il

I

142 r60
r66
176

I

1.80&

2,7&6
'1,799

2it
Tolcl loir volue of plcn assetsi 3,940 ,,204 I44 6,288

pen:ion oCmiristrciion expcrie.

Decentber 31, 2Al 3 /mi//icns olConcdlnn do/lorsl Level I Level 2 Level 3 1]rol

Pooled IunCs

Cosh ond cnsh eqr.:ivolenls

.Shor1-lerm ser:r;rllies

Reol estole

Corporcle shr:res * ConoCicrn

Corporcle shores - loreign

Bonds onC debentures - Cnnr:Cion

Scnds ldd 1,,'- 'cs-rr'nQ^

150

t6

r80

117 134
150

tB0
2

943
2,708
1,416

186

2

943
2,7A8

I ,416
186

Tt:101 falr volue ol plon osselsl 3.802 I 798 il9 5.719

I Al December 3 1 , 201 3, tle iolal lair vriue ol Per,:ion Plcn osseis excludes $ I9 million ol interest ond dividenC: rry:eivchle, ord $/ million relciinq io nccruols lor

Sxrsion oCminislrolion experse.

See Note I 3 * Foir Volue ol Iinonciol Instrumenls cnd Rist AAonogement {or o descriptiorr of levels within the Ioir voire hierorchy
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Clronges in the fair Volue of FinoncioJ lastruments Clor*ffred in level 3
Tho lollowine ioble .summcrizes the chonges in foir volue oi linonciol inskumcnts clossilied in level 3 for the yecrrs e ndeC December 3 I , 20 l4
crnC 2Q13. The Pensior Plan clossilles linoncicl ansirumenfs os level 3 when ihe fcir volue is meosured bcsecl on ct ieost one siqnilicoflt input
thot is not observoble in the mr:rkels or Cue lo icck of liqu;dity in certoin morkets. The goins and lcsses presentecl in the toble below moy
include chonges in lcir volue bosed on both observoble ond unobservoble inpuls.

Y-o- e'd- I D.'t e'' ht-, 3l {mtllio,ts o' ( t,,ul;o^ dollors) 2014 201 3

Fcir volue, beginning of yecr

Realized ond unrer:lized goins

Purchoses

Soles onC Cisbursemenls

il9
30
23

{r8}

t06
23

{10)
Fo;r voiue, cnd cl ye.,, 144 ils

Ihere were no signilicont lronsfers beilveen ory of the loir volue levels Curing ihe yeors ended Decem[:er 3 I , 20 I ,1 cnd 2C I 3.

The Compony perlorms sefisitivily cnclysis for fcir vclue mecsuremenls clossilied in level 3, subslituting the lnobservcble inpuis wifi one
oI more recsonobiy pcssible ollernotive cssrmplions. 1-hese sensiiivihT onolyses resulleC in negllgible chr:nges ir lhe fcir volue of finr:nciol
inslrumerts ck:ssified in this level

ltlusfi$r lee&niques Used fo Oefermine folr Vqlue
Por:led lunds
The pooled lund colegory moinly conslsls of privole equiiy onC infrostruclure investmenls. Privote equily inveslmenls represenl privcle equily
funds thclt invest in operoling companie: lhcrt ore not publicly trcded on o slock exchong-^. lnvestment strotegies in privole equity incllCe lirrited
porlnerships in businesses thcl cre chorcrcterized by high internol growlh ond operatir:ncl elflciencies, venlure ccpilol, ieveroged L:uyouts ond
speciol siluclir:ns such os distressed inveslmenls. Inlroskuclure inveslmenls represent inlrcskuclure funds thct invesl in reol cssels which are nol
publicly koded on,: slock exchonge. lnveslmenl skolegies in infroslructure include linrited purtnerships in core inlroshuclure cssets locusing on
ossels thoi lenerole slcble, long-lerm cosh llows onC deliver incremenlcl relurns relctive to conventionol fixed'income investments. Privcte eqli\r
ond inlroskuclure voluolions ore reportecl by lhe fund monoger ond ore bosed on lhe volL.rotlon ol the underlying investments which includ*s
inpuls such os cosi, operoling res'-;lls, discounted fuLre ccsh flows ond morket-bosed compcroble doto. Since these vcluction inpuls ore nol
highly observoble, privole equily cnd inlrcslructure investmenis hnve been cotegorized os Level 3 within pooleC funCs.

Cosi Equivolents

Demond cosh deposils held wiih bonks ond ccrsh held by the investment rnonogers ore considered ccsh equivolents ond ore lncluded in the
loir vclue meosrrements hierorchv os level L

Shorl- Ierrn Securilies

Short-lerm securilies ore volueC ct ccsl plus crccrued inleresl, which opproxirnoles foir volue due la their shori'lern: nciure . Shortterm securilies
hove beerr colegorized os level 2.

ftecl Estole

Reol eslcle invesimenls represenl privote equity,nvesamenls in holding componies thol invesi in reol estole properfies. The inveslments in lhe
holding componies cre volued using nel ossel volues reparted by the lund monoger. Reol eslole invesknenls ore colegorized os level 3.

Corporole Sfiores

Corporc:le shcres ore volued bosed on quoleC prices in cctlve morkels ond ore caklgorized os Level I . lnvestnerts denominoted in loreien
currencies ore kcnsloled into Concdion curency of yeorend roles o[ exchonge.

Eonds ond De&enfures

3onds ond debenlures ore presented ot plrblirhed clcsing lrcde quototions, ond ore cotegorized os Level 2
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I 6. ENVIRONMENTAI. I"IAEIIITIES
The following loblcs show lhe movernenls in envirorrnenlol liobiliiies for lhe yecrs erded Deccmber 3l , 2014 onrJ 20,l 3

Year ended December 31, 2Al4 { millic:ns e:f Conc:dic:n dollars) rcB LAR Ioisl
Invironmenlol ]iobiliti*s, .]onucry i

lnleresl occrefion

Ixpendilures

Revcrluotion cdiustmenl

201
o

t5l

{33}

65

2

266
II

{t8}

{2CI}

fnvircnmentcl liobiliiies, December 3 I

Less: currenl porlion
ttl 67

t0
23?

t8I
164 57 221

Yea, ,,nJed D - ,,-b=' .i ?)' 31- . c^s o'e .roa.on dallars) PCB tAR Tol0l

f nvironrnenlol lrcbillt;es, Jonuory 1

lnteresi occrelion

Expenditures

Revcluolicn odiuslmenl

:97
s

\2)

{31

52
I

{14)
26

249
t0

{t 6}

23
lnvironmenfcl Iiobiliiies, December 3 I

less: crrrent porlion
241

t5
65
12

26b
27

r86 JJ 239

The foliowing tcbles show lhe reconciliclion between the uncliscounted bosis cf ihe environmentol liobilit;es ond lhe omount recognized on the

Consolid<;ted Bolcnce Sheets oller foclorin.t in lhe disccunt role:

Dc.c*be. J1 )A'/ .'o-,. L'orooo,) dollors) pcs LAR Tolul
Undiscounted environmentol liobiliiies

less: discountinq cccumuloteC liobilities io present vclue
?6$

26

7A

3

to(

Discounted environnrenlol l;obillties 172 67 23?

Docember 3l , 2CI1 3 lmillions oI Cr:nodion dollorsl PCI] t\R Toltri

UndiscounteC environmenlol liobilities

Less: <Jiscounline occunrulclri lichilitirs lc pre.:ernl volue

237
36

68
3

3C5

39
Discounted environmenlci I :chiliiies 201 65 26b

,At December 3 I , 2014, the estimcteC Iuture envjronmentol expendrtures were cs follows

lmillions r{ Canadian r"!ollars)

20 r5
?0r6
?417
?01 I
201 9
Thereolter

IB
37
36
35

33

t06
265

Ai December 31, 20.l4, of the tolui eslirnoled lulure environmentol expenditures, $'195 million reloies to PCBs {2013 * $232 m;llionl
cnd $20 million relotes to LAR {2013 * $68 rrillionJ
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Hydro One records o liobility lor the eslimcied lulure expendrlres ior lhe contcminoled IAR ond for the phose-cut ond destruction ol
PCB-conlornirraled minr:rcrl r:ii removed lror:r cleclricol r:quipmenl when it is Celermi;-rerl fhct lulure errvironmenlol renrediolion expendilures

are probabie under exislino slclule or regulr:lion ond the omount ol the lulure expenditures con be recsoncbly estimoled.

There are uncerloinlies ln eslirnoflng fi:lure envlronmenicrl cosls dle to polentiol exlernol evenls such os chonges 1n leqislolion or regulotions,

and odvonces in remeciicrlion technologies. in determining lhe omounls to be recorded os environmentcl liobilities, the Componyeslimoles
ihe currenl .ost cf compleling required work ond mokes crssumplions os io when the future expendrlures wili ociuolly be incuned, in order t<:

generole fulure cosh flow inlormcllcn. A longterm inflotir:n rcie ossumpiion oi opproximoteiy 2?r" hcs been rrseC lo express lhese cunenl cosl

eslimoles os estimoled fulure expendilures. Fulure expendilures hove been discounled us;ng foctors ronging lrom cpproximotely 2.3%ta 6.3%,
depending on the oppropricte rr:ie for the period when expenditures ore expecled io be incurreC. All foctors used in estimailng the Compcrny's

envlronmentoi liobilities represenl monogement's besl eslimotes ol lhe present value ol cosls requi.ed lo meet exisling legislolion or regulolions.

l-loweve I it is recsorlcl:ly possible thcl nunrbers or volumes of r:r:nlominoied ossels. cosl esli'nct.s lo perlorn work, inllolion cssumplions ond
the ossumed poltern o{ c;nnuol ccsh llows moy Cilfer significcntiy {rom lhe Compony! currenl cssumptions. in oddilion, wilh respecf io fie PCB

environmenlol liobility, the ovoilcbilliy of crilicol roscr..rrces sL;ch os skilled lobour ond replocemenl ossets ond the ob;lity lo toLe mointenonce

clloees i:r criiicol L:cilities moy inlluence tho iirninq ol expendilures.

PCBs
fhe llnvironmenl Ccnodc regulotions, enccied unCer lhe Conodion €nvironmental Prcslec$an Act, 19Q9, govern the mcncgemenf, sloroge

regulctions, Hydro Onet PCBs |rr:ve to be disposed of by the end ol 2025, with the exceplicn of specificolly exempled equipmenl.

ContominoleC equipmenl will cenerolly be replcced, or will be decontominr:ted by removing PCB-conlornlncied insuloting oil ond
retro filling wilh replocement oil tlol ccnloifis PCBs ir concentrctions ol less thon 2 ppm.

The Compony's besl eslimcle of the totol eslimoled luture expendiiures to comply wiih curreni PCB regulctions is $ 
'195 

million. These

expendilures cre expecied lo be incurred r:ver lhe period from 20l5lo 2025. As o resull ol ils onnuo] revrew of environmenlol liobilities,

the Compony recorded o revuluolion odluslmenl 
'n 

20 lzX lei reduce ihe PCB environrnentol iioblliry by $33 rniliion {2013 * $3 mrilion}

I"AR
The Componys besl eslinrcle of the totol estimoled lulure expendilures lo complete iis LAR progrcrnr is $20 million. lhese expendilures ore

expected to be incurred over li:e period irom 20.15 rc 2023. As c result ol its cnnur:l review o{ environmenlol liobillties, the Compony
recordetj c revoluclron odiuslment in 20 l4 lo lncrecse lhe IAR envrronmentol linbiliV by $13 million {2C13 $26 miiiionl.

I T. ASSTT NffIRE'tlENT O&IIGATIONS
Hydro One records o licbil;ty foi the eslimoled lulure expendriLrres lor lhe removol onC disposcrl ol osbestcs-contcining moleriols inslolled

in soryre of ils focilities cnd fcr the deccmmissioniro of specific .switching slotions locoled on unowneC sites. AROs, which represenl legol
obligotions ossocioletj with the relirenenl of cerloir t:ngible longlivei ossels, cre ccmpuleel os lhe presenl volue ol ihe proiecled expendrlures

for the luture relireilrenl cf spec;llc c:sefs ond cre recognizeC in the period in which the Iicbilily is incured, il c; reosoncL:le esllmote o{ loir
vclue con be mode. ll lhe cssel remoins in servico ot the recoqnition dole, the presenl volue ol lhe liobility is oCded to lhe conying omounl

ol lhe r;ssocjoted r:ssei in the pe riod the liobilrly is incurred cn<J this odditionoi corrying omounl is deprecicted over the remoining life ol rhe

osse1. ll on ARO is recorded in respecl of on ouitlservice cssel, the ossel relirernenl cosl is chcrged 1o resuhs ol operolions. Subsequent lo the

inilicl recognilion, lhe l,obiliry i: odjusted lor ony revisions Io the estimoted lr'-;ture cosh ilows ossocioted rvith the ARO, wh;ch ccn occur due
to o number ol foctors incluCinq, bul not linriled fo, cosl escololion, chonges in fechnology oppllcoble to the ossels lo be retired, changes in

legislotion or regulolions, cs well os for cccreflon of the liobll;ty due lo the possoge of time until the olrligction is seiiled. Depreciotion expense
it odlusted prospectively lc,r ony increoses or decreoses to the corying omounl of the ossocioted osset.
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in delermining lhe cmounts to be recorded os ,AROs, the Compony eslimoles the current foir vr:rlue for completing required work cnd mckes
ossumplions cs lo when lhe lrrllre expendilures will oclucrlly be incurred, in order 1o genor(r1e fulure ccsh flow informrlion. A lcng-term inlloticn
cssumplion of opproxirnotely 2% hos been used lo express these current cosi estirxoles os estimoteC fulure expenditures. luture expendilures
hove been discounied using lcciors ronging fronr approximotely 3.0% to 5.0%, depending on the oppropriole rcte {or the period when
expencJilures ore expected 1o be incurred. All fcclors used in eslimollno lhe Conrpony's AROs represent monaeemenf's best estimoles of the

cosl required lo rneot exisling legislotion ot tegulolions. l-lowever, it is reosonnbly possible thot numbers cr vclurnes ol conJominoled ossels,

cosi estimoies 1o perlorm work, inflcrtion cssumpiions ond ll-,e ossumed poltern of cnnur:l cosh Ilows mcry diller siqniliccntiy from rhe Compony!
currenl ossumplions. ARCs cre reviewed onnuolly or more frequently if significonl chonges in regulolions oi olher relevcnl L:clors occur.

lstimole chonges ore occounled for prospectively.

Ai December 31, 201d, l-lydro One hod recorded AROs of $Q n:illion {2013 - $14 mtllion), consisiing of $8 mtllion {20 l3 - $/ milllonl
reialed to lhe eslinroled fulure expendilures ossocioled with the removtrl ond Cisposcl of osbestos-ccrtoininq molericls irslcllled in some of ils

fccillt;es,oswell os$1 millionl20 l3*$/millionl relotedtothefutureCecommissioningondremovol of Nvcswiichinqslotions. lheomounl
o{ inleresl recorcied is nominol.

I8.sHARE CAFITAI
Freferred Shsres
The Compony hcrs 12,920,000 issuec'i crnd outslonding 5.5% cumulotive preferreC shores wiih c redempticn volue ol $25 per shore or
$323 million aoiol volue. The Compcny is outhorized to issue on unlimited number ol prelerred shores.

The Compony's preferred shores ore entitled fo on <-:nnuol cr;mulofive div;dend ol $18 mill;on, or $l .37J per shore, which is poyoble
on o qucrlerly L:osis. Ihe pre{erred shr:res ore not subiecl io mondalory redemptior {excepl on liquiCotionJ bul are redeemobie jn cerloin
circumslonces. The shore: cre reCeemable ol lhe oplion of lhe Province ot the redemption volue, plus cny occrued ond unpoid Cividends, if
lhe Province sells o number ol lhe common shcres which il owns tc lhe public such thot ihe Province! hold;ng;s ore reCuced lc> less lhon 50% ol
the common shores cl lhe Compony. Hydro One rnoy elecl, wiihoui condition, io poy cli or pcrt cl the redemption price by issuing oddilionol
common shores lo the Province. lf the Province does no1 exercise ils rederption rlght, the Compony would hove the obility io cdiusl the
dividend or lhe preferred shurcs fr: produce o yield thot is 0.50% less thon ihe then-current divtcleni llcrkef yield lor similorly roted preferred
shores. The pre{erred shores do nol ccrry voling righls, er(.epl n lin iled circunslonces, crnd would ronk in priorlty over lhe ccmmr:n shores
Upon I qU,d'll or.

These prelerred shores hove conditions for their redemption thot r:re ouiside the ccnfrol of lhe Compony becouse lhe Province con exercise ils
right to redeem in lhe evenl ol chonge in ownerslrip wilhoul cpprcvol ol the Componys Board ol Direclors. Becouse the condii;r:nol rede:-rrplion

leslure is oulside the cortrol of the Compony, the preferred shcrres crre clossilted outside of equily on the Consolidcted 3ol<rnce Sheets.
Monogemenl beiieves lhut i1 is nci probcble lhcrt the preferred shores will become rodeemoLle. No odiuslmer:1 io the corrying volue of the

prelerred shores hos been recognized crt DecemL;er 3,1, 2014. lf ll becomes prcboble in the future thot ihe prelerred shores wiil be redeemed,
the redemplion volue would be odlusteC

Csmmon Shqres
The Conpony hcrs 

,100,000 
issueC ond outstonding common shores. The Ccmpony ls cruthorized to issue on unlimiterl number ol

common shores.

Common shore dividends ore declcred ot lhe sole discretlon of the Hydro One Bocrd oi Directors, cnC ore recommended by monogement
bused on results of operolions, mclnlencnce ol the Ceemed regulolcry copilol skuclure, linonciol conditions, cosir requiremenls, onC olher
televcrnt fociors, such cs induslry prociice ond Shoreholder expectolions.
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[urnings per $hore
Bosic and diluted eornings per shore hcve been colculoted on lhe bosis ol nei lncome cnributcble to the Shcreholder ol Hydro One ond the

weighted oveioge number ol common shores autslooding during lhe yeor.

I9. }IVINENDS
ln20l4,preferrecj si.aredividenCsinlhecmount of$lBmillion{2013-$lBmillionl ondcommonshcredividendsinlhecmountol
$269 mlliion {20 l3 * $200 nrillionJ were declorerj.

20. RTLATTD PARTY TRANSACTIONS
flydro One ls orvned by the Province. 

'lhe 
O[FC, l[SO, OPA, Onlcrrio Power Generotion lnc {OPG} cnd the OIB ore reloted porties ao

Hydro One becouse they cre controlled or significr:nily influenced by the Province.

NOlIS IC CCNSOI]DAT5D f INANCIAT STATTIVIINIS

Tlre Frovinre
D;ring 20 14, Hydro One pcid dlvirlends ro the Province totolling $282 miliion i2013 - $2lE millcnl

nso
ln20l4,HydroOnepurchosedpowerinlhecrmounlof $2,601 million{20i3-$2477 million) fromthe ltSOr:dminislered
electricily rnorket.

ops
ln 20 14, Hydro One purchcsed pcwer in rhe omounl ol $23 rnillion {201 3 - $ 15 millioni frcm OPG

in November 2014, the Cor,rpony reCeemed the $?50 nrillion Province of Ontcrio Flooting-Rore Notes held os o long-ierm inveslment
These nctes were oricinolly pLrrchosed in lonuory 20 I 0 wirh o mcturil.,, doie of Ncvenrber I 9, 20.1 4.

Hydio One teceives leve nues for konsmiss on services lrom the IESO, bqsed on 0[Br:pproveC uniform lrcnsrr.lission roles. Tronsmission

revenues {or )01 4 include $ I ,5J6 mrll,cn {20 I 3 - $ I ,50S miilionJ reloted ro rhese seiv,ces.

Hydro One receives omounls ior rutol role proleclion lrom the lISO. Distribution revenues lor 20,14 include $l2Z mi]lion

12013 - $ i 2/ millicnJ reloted io ihis progrom

Hydro One olso receives revenues relcled ic lhe supply of eleckicily lo remole norlhern communities from lhe IISO. Distributicn re?erues
{or 2014 inciude $32 miliion {20i3 - $33 rnillion) relcred to these services

opA
The OPA Iunds subslonticlly oll ol the Componyt conservr:lion ond demond monoqement progroms. the funding includes progrcrn costs,

incentlves, ond monoeement lees. In 20 14, Hydrc One received $33 million {2013 * $34 mtllion) fron tle OtA reloted tc these progrorns

Hydro {)ne hos service level ogreemenls with OPG. I'hese services include lield, engrneering, logislics ont! telecommr',;nicciions services. In

20,i4, revenues reloted :o lhe provision ol conskuclion ond equipmenl moinlenonce services with respect lo lhese service level ogreemenls
were $ I 2 millicn {2Ol 3 - $9 millionl, primorily lor the Tronsmlssion Busiress. Opeiotion, mcintenonce ond odminisirotion costs irr ?01.4
relcrledtothepurchcseol serviceswilhrespecllolhese servicelevel cgrerementswere$l mrllion(2013*$1 millir:n].

OEFC
ln 2014, |lydro One mode poymenls in lier olcorporoie income toxes 1o the OI-FC lotolling $86 million 12013 * $138 millronl

ln 20 14, HyCro One pr:r'chosed powcr in the omount of $9 millton {20 I 3 * $B millionJ from power ccntrocts odministered by rhe O[[C

108 HYDRO ONt A\NUAt RTPORI 2O]4



I'I()1i5'IC CONSCI] DAIE D I ] NANCIAI SIAIFMEI"]]S

Hydro One poys c $5 mlilion r:nnucl fee to the OIFC {or indemnificolion ogoinsl odve rse cloims in excess o{ $ lC m;11ion poiC by rhe OEFC

wilh respecl lo cortoin ol Ontorio Hydro's businesses lrcnsferred to Hydro One on April l, '1999.

Plls ond poymenls in lieu ol property lcxes crre poid to the O[|C

Deeember 3l /milllo,1s o{ Canadian dcsllarsl

ots
Under the Ontarto Energy Bcsard Act, 1998, the OEB is required lo recover all ol its onnuol operoling cosis kom gcs ond electricily Clskibutors

ond lronsmitters ln 201 4, Hydrc One incL,lrreC $ I 2 m:llicn {20 I 3 - $ 1 2 million} in OtB lees

Soies to cnd purchcses from reloied porlies occur ot normol morkef prices or ot o proxy lor Ioir volue bosed on ihe requiremerts ol the OtBs
Af{iliate Relationships Code. Ouistr:nding bolcrnces ot period end ore inleresf {ree ond se$led in ccsh.

lhe omounls clue to ond {rcrn reloted porlies as o resull ol lhe konsaclions referred lo cbove cre os {ollcws:

?0'r4 201 3
Due {rorn reloled porties

Due lo relcled pcrtiesr

lnveslmeni

22A

l22n
197

{230)
25r

rlnclldedinduetoreloiedpcrliesoiDecerber3l,?0l4creonourlscwinglclhel[sOinrespectolpowerpurchosescf $2l4mt]lion120i3-$2l7nrllton].

2I. (ONSOHIATED STATtmtNTS ()r CASH rlo\,\ts
The chr:nges in ncx-cosh bolonces relotcd to operotians ccnsisl r:l the lollowing

Yeor ended December 3l lmtllions of Canadian dollors/ 20r4 201 3

Accounls receivoble

Due fronr reloied portios

Prepoid expenses cnd olher ossels

Accc,unts poyoble

Accrued liobilit;es

Due 1o reloted porties

Accrued lnteresl

Long-term crccounls poyoble onC other licbilities

{s:1

wn
{t 3}

39

{35}

u1,

{3}

80Posl'relire rnenl ond posl'emr:lovment benelil I oov

178l

{431

{sl
l3
71

i3 t)
5

{s)
B4

(ss) ll
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Cupitol lxpenditures
The lollowing loble illustrotes the reconcrliction be[veen inveslmenls in properly, pionl ond equipmenl ond the amounl presenled in lhe

Consolidoted Siofernenis ol Ccsh l-k:ws olter fccloring in copitolized depreciolion cnC the net chonqe rn reloted occruols:

Yeor ended December 3l {millians o{ Canadian da,Jars} 20r4 20r3
Copilol inveslmenls in properly, plonl ond equipmenl
Ccpitolized depreciotion cnd nel chcnce in crccrucls included in copilol invesimenis

iri property, plcrnl ond equipmerl

{1,$t I}

30

{r,312)

4
Cooitol exoendilures - orocerlr,,. olont ond equipmenl {I,4Sl} { r 30Bl

The following ioble iliustroles lhe reccnciliclion behveen inveslmenls in inlongibie ossets ond the omount presenled in the Consnlidcled
Siclemenls ol Ccsh ilows olter focbring in the nel chonge in reloted occrur:ls.

Yeor ended Decernber 3l lrnillions ol Conaclton doliars) 2014 20r3
Ccpilol inveslnrents in inlongible ossets

H"',Lp^qo r o((,.o.s, (..oer 1(o pitol investmenl-s in inlanqible cssels

{1e}

{4}

{8 2l

3

Copitol expendriures - inlcnqible ossels ttJ) 7a)

Supplernentqry lnformqtion

Teor ended December 3l {mtllians <:f Canadirsn dcsllars) 201.{ 20r 3
Nei interesl pr:id

Plls

4t2
86

395
138

22. CONTINGTNCITS
Legol Proceedings
l-lydro One is invclved in vorious ltrwsurts, cloims cnd reguiotory proceedings in the nornro .ou'se oI o,s]ness. lr, lhe opinion of mcnogemeni,
lhe oulcome of such norlers will nol hrve o moleriol odverse eifect on the Componys consclidcted l;nonciol pcsilion, resulls ol operclions
or ccsh flows.

Tronsfer of Assels
The kunsler orders by which the Ccmpony ocquired cerlcin c* Ontcrio l-lydro's businosses os of April 1, 1999 Cid not ironsfer fille to sonre

ossels locoleC on Reserves {os delined in lhe lndron Act{Ccnodo)). Currenily, tlre OEFC holds these ossets. Under the terms ol the tronsfer

orders, the Compony is required lc .nonoqe lhese ossels until il hos obloined oll consenls necesscry lo con:plete the lronsler ol riile of lhese
ossels lo ilseil. the Compony connot prcdrcl thc ogoieqerle crmounl lhcl il mcy hr:ve lo p,ry, e tl . r rrir L.rr unnuo ur one-lime bosis, lo obto'1
fherequirecl conseris h2Al4, theCornpcnypoidupprcximctely$1 mlllior:{20,13-$2ril1ion1 inrespectol theseconsents. li the Cr:mpory
ccrrnol obloin the ree!ired consents, the OEFC wlll conlinue to hold these ossets for orr inclef inile period of time. il lhe Compony connoi reoch
o solisfaclory seltlemenl, il mcy hr.rve lc relocole lhese cssels lo olher locotions oi a cosi thot could be sultsloniir:l or, in o limiled number of
coses, to obondon i: line ond reploce il wilh diesel-oenerotion locilities. the costs relotirrg lo ihese ossels colld hcve o moteriol odverse ef{ect
an the Compony's tesulls of operolions ii the Compony js not oble lo recover lhen.l in lulri'e rcie orders.
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23. {OMnfirTMIt{TS
$utsourcing Agreements
The currenl ogreemenlwith lnergi LP {lnerpi), on olfilicie ol Copgemini Ccnsdo 1nc., expires on [ebruory 28, 20 15. Cn November 28,
2014, Hydro One enlered inlo on ogreement wilh lnergi {lnergi Agreement), the service provider selecred through o competitive procuremenl
process which begon in 20 13, lor second'qenerolion bock olfice cnd lT oulsourcing services for o lerm of 5B months, commencinq
Morch l, 20,15 to December 3,1, 2Clg. Under !h*. ogreement, lnergi will provide Flydro One with seflements, source to poy services,
poy operoiions services, infornolion lechnology ond ilr,once cnd cccounling services. Coincidenl witir ihe conclusicn ol rlegr:ticfions cn the
inergi Agreemenl, Hvdro C)ne reoched ogreement with lne rgi for the provision of secor:dgenerolion cuslomer service operolions oulsourcing
services for o fixed period ol three yocrs beginni*g fi4crch I , 20 I 5 to l ebruory 29, 20 I B.

In September 20 14, llydro One enlerecl inlo on ogreement with Brookfield.Johnson Controls Conodo lP {Brookiieldl lor fociiities monogemeni
services Ioro lern ol len ye<rrs, Iromloruory l, 2015 ic December 31,2A?4, wlth ifre erption lo renew lor cn oddifir:nol term ol lhreeyeors.
Under the ogreemenf, B;-ookfield will provicle us with focilities monogemenl and execulion of s:erioin copilcl projecls os deemetj required by
lhe Compony. The tsrooklield Agreemenl hos o volL.,e of L:p lc cpproximotely $658 mlllion over the tenyeor term ol the ogreement, including
the fr:rcilities monogemenl porlion of lhe controcl, pius a vorioble r.:mounl of copitol work depending on the needs thot mcy crlse os determined
by the Compony, wilh no minimlm ccpilol woik guoronlee. The ogreemenl olso lncludes o fixed mr:,rcgement Iee of opproximotely $2 million
for eoch yeor of the term.

,At December 3l , 2014, the onnuol comnritmenls under the outsourcing oqreernents were cs follows. 2015 * $ lZq million; 2016 *
$146 mlllion; 2A17 - $145 n,lill;cn; ?0 lB - $ll3 nrillior; 2019- $105 mtllion; oncj rhereofier - $13 million

Frudsnliql Suppurt
Purchosers of electriciiy in Onlorio, thr,rugh lhe IISO, cre required to provide securlly to mitigote ihe risl. of their deloull bcrsed on their
expecled octivily in the morkel. As c:l December 3],2.014, the Compony provided prudentiol suppori lo rhe IESO *n beholf of its subsicjicrries
using porenlol gucrcntees of $330 million {2C13 - $325 millionl, cnd on lrchr:lf ol H,vo diskibutcrs usinc; guoroniees of $l millior
{20 13 * $1 million) ln oddilior, <rscrt D*conbcr 31, 20ll. thc Cornpony hos provided lerersof credfi in theomountol $8 milliorr

{2013*$2lmilllonl lofieltsO. lhelESOcoulCdrcwonthese guoronleesond,/orle:lersol creCirif thesesubsidicriesordiskibutorsloil
lo moke o poymenl required by cr deloult nc,i;ce issued by $c ltSO. The mcximum polentiol poymont is the fcce volue ol cny le*ers r:{ credit
plus the omounl of lhe pcrenloi sL.rcrcnlees.

Retirement {ompensotion Arrongernenfs
Bonk le*ers ol cred,t have been issL:ed io provide security lor the Componys l;obil;ry under the terms ol o trusl lr.rnd estoblished pursuant to
lhe supplementory pension plcn for elioible employees of Hydro One- The supplemenlory pension plon trustee is requirecl io drow upon
these letiers of credit il Hydrc One is in Celcuit of its obligctions under the terms o{ this pion. Such obligotions include the requirerxenf to
provide the lruslee wilh un onnucrl oclucrriol reporl os well os ietlers of credii sulficient 10 secure ihe Cornponys licblliry under the plan, to

credit. At Decerrber 31 ,2A14.llviro One hcC ieters ol creCit of $126 million {20 1 3 * $127 millionJ outstcndinq relotinq 1o relirement
compensolion <trrtlnoemenls.

Operofing Lesres
Hydro One is commilled os iessee lo irevccoble operoling leose conlrocts for builCings Lrsed in odminlslrotive ond service-relcied frnclions
ond storing lelecommunicolicns eqlipnrenl These Iecses hov* o lypical term of bel,veen three ond live yeors, bul severcl leoses hcve lesser
cr greoler lerms to oddress speciol circumslonces ond,/or opporluniiies. Renewcl oplions, which cre generolly prevolenf in most leoses, hcrve

similor ierms of three to f ive yeors. All lecses include o clouse lo enoble upwo,d revision of the rentol chorcre on on onnur:l bosis or on renewcl
occording to prevciling morket condilions or pr*eslcblished renis There ore no ieslriclioas plocecJ upon Hydro One by enlering inlo these
leoses. Hydro One Neiworks r:nd Hydro one Telecom ore the principol enriries concerned.

During lhe yeor ended Decen:ber 31 , 2A14 , the Compony mnde lecse poymenls totclling $ I I million {20 I 3 * $ 1 1 million). At
December 3 I , 2014, lhe luture minimum leose poyments untJer nonr:oncelloble operoting leoses were crs foliows: 20 l-5 * $7 million,
20 l6- $10 million; 2Al7 - $9 nillion; 20lB * $7 mill;on; 2019- $3 nrillion, ond rhereo{ter* $9 mtll;on
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24. STGfVIEHTTD REPORTING
Hydro One hos three reporic.:ble segments:

r The Tronsmlssion Brr:iness, which comprises ihc core business o{ providin{l eleckici} konsporlclion r:ntl conneclion sr:rvices, is
responsible for kansmirling elecrricrly rhroughouilhe ontorio electriciry orir.1;

I The Dlstributlon Business, which ccmprises lhe core business c,f clelivering cnd selllng electricily to customers; onfl

' Ofier, which includes cerlcin corpcioie oclivilies ond the operotions cf lhe telecommunicolions business.

The designotion oi segmenls hos been bosed on o combinolion of regrlolory siolus ond lhe noJure ol the products cn6 services provided.
Opercling segments of the Compony ore delermined b<;sed on informcrtion used by the chiel cperoting decision moker in deciding how to
allocate resources cnd evoiuole lhe performonce of eoch ol lhe segmenls. The Compory evolr.,;oles segment perfc,rmcnce bcrsed on lncome
before llnoncing chorges ond provision for Plls lrom conlinuing operolions {excluding cerioin ollocaieJcorporcle goverlcnce coslsJ.

The occouniing policies lollowed by rhe segmenls ore lhe scme os those described in rhe summory ol signiliccnr r:ccounting pclrcies
{see Nole 2 * Significont Accounlino Policies}. Segment tn{ormolion cn the obove bcrsts is os follows.

Yeor ended December 3 I , 2A/ 4
{nillians af Canadian dollars} TronEmicsion Diskibuticn Other Consolidated
Revenues

Purchosed power

Operoiion, mointenonce ond odmlniskation
Deprecir:lion ond omorlizolion

1,599

394
346

4,903
3"4,l9

f4t
36r

57 6.548
3,419
I,I*256

I
lncor:re {loss} before finoncing chorges

ond lor Plls aaF848 I)

Capilol investmenls 680845 5 I,530

Yer:r ended December 3 I , 201 3

{millians o{ Canadian dollars) Tronsmission i)islrlbrtion Othor Consolidoted
Revenues

Prrchcsed power

Operof ion, moinlencnce ond cCminislrolion

1,52S 4,484
3,020

672
344

61 b,o74
3,020
r,106

676
cnd cmortizolion

375
327

lncome {lols} finoncing chcrges
ond provision for PlLs 827

59
a

1152 t7) 1 ?72

invsslmenls 714 $73 7 t.394
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Total Assels by Segment:

December 3l {millic:ns r:{ Canadisn dol/or,sl 20t4 20r3
Tronsmission

I)istribulion

Other

12,540

9.805
205

I t,846
8,805

s74
Tolol ossels 22,554 21 b25

A11 revenues, cosls ond ossels, os lhe cose moy be, ore eorneC, incurred or heid in Concdcr

25. $UBSEQUENT TVTNT
On Februory I l, 20.15, prelened shore dividends in the cnrounl of $4 million crnC common shcre dividends in the cmount ol $25 million

were declored.

HYDTO ONE ANNUAI RTPORT 201d I I 3



ffiWWMNMWWMWWW

.,. ,t. : ...i. ..

the Ileclricity Discovery fentre travellcd
mclre than r:,ooo kilonretres between

$eptemher ror3 and September:o:4 *
the equivalent uf drivlng fronr Halifax lo

Vanecuver and hack"

13 women were ar,varded

the Women in Inginesring
$choiarship

rvould recrmn'rend visiting the
Flectri:ity Discovery fenlrs t0

family and friends

Y0UR C0,\AMUNITY l5 OUR CSMMUNITY

from o portnsrship with s NCIrthern Onfurio c*llege tr $m I ?,SCICI lciiometres truvelled by *ur filcekici\r
Diseovery Cenire, sut 20.l.d. investm*nls ore invesfrn*nt* in Ont*rio's future"

,1r'
ll,\' i..l i r..',.r

):\i $).$ I t{"& N t$ $ i. tst's, t ( ifY
{ ii},\t $..i\ l{ \I s s $ $ {}, &{.i\ f $ $ t\l
ln Secember, the eanadian flE{:trie ity
,{sssciatinn (CtA) awarded

Hydro Onr with the 5ustainable
ilectririty ennrpanyrM designati*n
fcr our rcmmilm*nt t0 c0rporate

respnnsibiiity and sustainable
businnss praelires. The designatian

recrgnizes the out:tand jng lvorlr

f'lydra One emplnyees rlo in deliv*ring
el*ctririty in u suslainahb and

sarially respnnlible manner and in

meeting the high expeetatii:ns of nr:r

cust*rner5 and the p*uple clf Ontarin.

lrr Blrpee Presiieni ond CIC ul t!e CcrcCior []ecrlciiy /rssocicl:!! pres*fis Cornine l./lcrcell:,
ireslier,rrC CIC o1 r\drc Cre. wirl'rhe Sr:roir,cilo rlcctiri,l, Compur,_v,Jeslgr*ilr.
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\Wffie&ffi N tP* $Nffi$H\t$Sm$$$ffi

$(F{ffik&ffi$N$W
llydrc 0ne has a long hlst*ry nf
helping female studenls whn are

pursuing non-tradltional eareers" In

0rlqber, we taunched the Women in

[ngineering Schalarship for up to

tS w0men studying engineering at

the undergraduate level in aerreditcd
Ontario unive"sil'es. Winners receive

a linancial reward, plus a paid work
plarement with l-iydro 0ne.

ffffiN$ffiffiffiM&['{{$$S
sffi [*r"ffi ffi u we${T*ds w$r{ $s}

ln .|anuary, Hydrn One ann$unced

funding far a pre-apprenticeship

program with Confederation College.

The $75n,cnc investment will supp*ri
tecruiting and training re sidents r:f

Northern 0ntario, with partirular
e mphasis nn peoples frnn, Treaty g

Fir st Nalions conn'unities, :"

readines: far electricai technolugy
arid technician apprentie eships. Ihe
program will he ip build loraNtrad*s

caparity ae ross Northern 0rtaria
and is well aligned wilh lhe exi:ting
l-'lyelrn One [altege Consortiurn that
fncuses on rurriculun: cievelcpmer:t

for electrical trades.

tMffiF,$&Km $"

{ tS f,{Y} .&&,& l\ L}.,&.i\$ $ N
fl.itr${$ $Jhw$${ I $$ .&\sxw s
In June, l"lydro One ree ognizad e ight
nutstanding Aboriginal stuelents a5

the aot4 recipients of the l-er:nard 5"

(Tony) lvlandamin Schrlarship,{ward.
The schnlarship was renamed in aor4
to rerognire the ae hieve me nts nf the
Flonourable Justice Leunard 5. (lony)

Mandamin, who was one of 0ntario's
first eiectrical engineering grad uates

of First Natiun: ancestry. The

r*ripients cf this award are nffered

a work lernr with Hydro 0ne and

receive linancial support In aid in

their academic studies"

T$"$$ \W*tL{SS1
s$Y}'ffiN h{h]}wm.&$tu}

frs fi }\qffi w $.& $" .r\\&$,ew $..}

ln tu1ay, 1-lytira 0ne awarded twc
nutstanding black students with lhe
Williarn Peyton Hubbard &4emnrial

Award for their studie s in disciplines

relaled to aur industry. The award

hcn*urs \&"litliam Peylon il ubbard,

Tor*nlo's first black cnunrillcr
ancj adve cate of publicly *irvnerj

electrie ily, who with 5ir Adam Beck,

brought elerlrieal power t* the

;:e opl* of ilnlaric"

sY$ws} ffi Ns $N$st"$Y$ss'

$ b{ &, S {Y\' . .*\.i\$ .t$' i ffi \i
The f ompany's charity rampaign
raised mnre Ihan $1.j million in

?014 l0r hundreds nf charities

arross 0ntarir, surpassii'ig :or3's
rnntribution af $r":4 million. Tr

da{e, rnore than t,7$o rharities have

benef,ted from tnP carpaign.

$$.$ffiTW$ffi$\Y

s$$fiffi\rs$Y ssN'I'ws
5*pt*mber marked the first
anniversary ol our [lertricity
0isrovery eentre, a mcbile
eduratinnal trailer that lraveis arrnss

the province to inform and educate

lhe penple r:f Ontario ab*ut energy

rnnsumption, eiectrical salety and

the role Hydro 0ne plays in their
rnrn m unities. Setween September

:or3 and September ?sui, the

ileetricity Disc*very Centre travelled
more than r2,000 kilanretre:,
attended :S fairs and we irome d

more lhan 2y',50o visitors frnm

acrnss 0ntario.
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l*r *:t il$(*$rhffr * 1, tl)l,d.l

Co'ro,cb D recll:r

$ondro Pupotello6
Crar' oi he lloo,d oi
D roclc:s. l-1yCrc Ore 1nc.

Dl.ortor, Businrss
L)evcior:nerf r:rC Glcbcl
A,4crrrr:i: in, PwC CorcCc

Chlol ixe:ulve OJiicer
Wlrdsorlsser kcronlr
Deveicnnr:ri Coi tr:roiro":

Kothryn -&,. Boueyz.:,6
P;crldcrl,
IBG Slrrlegir
Se'viccs lri.

,MMM*JI

,ws&.
J'$\

Mx*.,-M

CsrrrJine McrcelioA
Presirisil cr.J
Cl.tel lxecut:ve (Jfirce'.

l'1)dro Cro lrc.

George Cooker,t,6
Pre:1derl, ,\lcr1ello
Assccroies Ccrsl,ji'r!')

Choi, ni tre Bocrd oi
Dlrectors oi CA,llilS
Adnl sl'ctior Co,lorcirol

e uthcrine
Koro kalsonis:,4,s
Ci,iel Opercrinci Clllce'
(Ao,risiln liOrsl{ield
G'oul I'rc.

Don MocKinnenr,a 5

Prcsldert,
Poner Worlers Urlor

Yezdi Povrir.?.4
C0ip11ict0 D,.sclo.

Maureen Sqbinr,:
Nc.rlxecuiive Ci:rilro"
oi lire llcord or D.cc1o's
ol Cr:rr:rjlcr Tlrc
6o.p5,a1s,1 | mtted

Corole \{lorkrncnr.'
Cc'lo:cie D'e:tor

&o*rd Connr*iltees

Arirl finr;r;cl rrd Flrsicr hve.slmeni Ccnrrill* lr L/tcv

i/lih 1te lrve:imeni-lensior ilF] C.nmiilee fe forr the Alr i,
ilr,crce ord rer:iu lrvesimeri Comrlilee 1Al-!:Cl -fr
Clmnllleo ovffstios tlrr iriecriil ol aacc!nlirc policies ono
llrcrc cl ;ecoCl:;. iiernol corlrrls. rierrci crl I, finc,.c;cl
r11L erpos;re:, fincrcrll ccnplic"ce ond elhlr:i pllicles
lr rdi'c" the Ccnriitee ossrsir the Bccfd i. fullliifs ls
ove r:iql r re sprrsii:ililk::s ir r:il n jlsf: rehrej r; rf 1 i l1il11

Cre ierslor rion irll;ji19 rle i lvCrt f 1s ?sp5i;1 i:;1a

lhc Af Ccmmlltot ncl icur ilnes ir 2C14, rl-e D a.'rn,ii*e
mei one iint lr :l I I c.d ine Af nic mer li;e ilmss ir 2C I ,1

l-lrpl::ie Ocvlrncnre rld I lullr ResoLrrass Cor,.nitel
ir ,V,ry 2C 14 ,he Coipcru'e Covcrrrri:o lCOi lornittle
omu ccr,urud wlrh ,he ilrrcr teso;rces ll'']t) Cr:mmlrlt',
lo lorn :hl Ccrpcrotl Ccverrorce ori l lrmor Qnsolr:es
Ccnrlrlr:e iCGi lil) Il'e C:'nn:tlee iyc:porsible irr rl,r
ljro,o's govsmorle ct lhe Corpcry. I reconrmerris issrgs

b be clscr:seci fi, mceiirqs r1 :l'e Sccro oi li,eclcrs.
rlvicvrl ll'e mcrio'e oi rhe 3crrj crr eu:l'cr:rrri',cc oi ti.r:

Eocrr ccri;cis Booia Assc::mL:rrs. rior;llrs :f,s qloll\, c{
rnuneeeirsrl'l; rebiicrsl.ip rvilh llrr: Sonrc cic taaorroras
srl'lbie rcrlrocs llr elrclirr' 1o,i-,e ionrri o{ )irsciors.
lr lCdlr:cr tlre Corrilise i: resrtr::ib e {nr rcvirwrrgl

'f e opprr4:ric'erc:s ol i[e Ccnry;ry's r:u'rel crc iu,rn
orqrri;olicrll J'r!c'Jre, sJicussior picr: br rerior aorparcir
crecll re oilicers crd li.,lsrcncl ofi rerr. :he coCe ll !L:s ness

cor,cuc, uli tle perlornr*nc* olcl remrnerotlol ol:elll,
cxaaJ'vas, lnllloiri; nllrref allfc rc rhe 3oorc lre
rexr;:iefoilcr 1l rle n65ll6rr oro'CiO lle CO Clnmii:ce

I ^. ..

20 L:1. ord lhe CC'lt Ccrriree re; rirr iine.s in 20 I 4

llls,res: irrnslormoiicn Ccrriili!! Il l Srslne:s
frcrsformrtlor Cnrlrliiee i; respor:ib1l icr ;sslsllrr ihe

hcr; ir lls ovcrsicl,r:spcrsit,ll;ries lr o11 rc:ley; relcied
It iht llompony:'^rrersrcire irc eci rlte A:rrrced
ils,ri[Jiior S,,rsir:n lSmll friri cnC C3riirJols ,rrcvciiof
S:rotgy, onc lie clorrlrc, der,eloprenr crri irplen*riciiol
of mo or lrcrsm s:ron :vslem or d stl!;1 or prntecl:. lrclidirc
prclocll describeC lr lhe Corocrr;icr. G:ee r l,rerlv
rc,p ans.riollaf ! or -il.e Cornirt:c nei louileer rrrcs
ir 20 i4

' Rcgrlclcry rc fLrblrt lojrcy C'rflnrllse ll-,e iirgrriotcrry rrc
lrbllr 'olicy Ccrnlree rrrnitors ihe Cor;:cry's ccnpii*nce
wi'i, cppliccbll ralrll,cr-v cc!lremeris rnJ le qls r,il:r or,l
is respon:ihie lcr lderri!irg ossrsslnc lni prorldiro oivits
:r 1'e Scori oi ,Jireciorr rr plblil ollcirs issres tfc: lcvo r
sign i ci:l i-poc1 on rhe Ccrprry lhe Comr licr cv*rsees
rcnp iorcr lrcft.crls, po icios. stordcrdi ord pfctcal!rcs
or,i rerlews ile Crnrpcrv's propc:cls fo: rcre cppilco'ys
cort]icnr:e cc:ltls clc reccr,s. Tl,c Comm;ilee ret lol
rines lr 2014.

l-leiljl! S.is1, J,r,J irvlrnrmerl Ccnnlllm T[s -br 11.

Scfel orc ilrvirormel Con:nlree is respsrslbie lcr
tevicwino oirlpcilcrol l.srl;i.. soleV onC rrvirlrrer'
pcir:res. ;,cr,doids nrc prlgrrrrs. lomp iorce ,rritlr

cicrpliiorui lreo ll, suloy orC qrvlrlrrrricl eolslciior
po i.l..s ef,c sJcriiofis. ord p;Lllc feclll' clrci suiery l.sJa:.
lle Cornllsr: ne ' ri ree rimes ir 2C 1,1.

' .51?t^sy -apq.-r,.e ,r l-r Slr*tegy COaFlijee wor estcb isl,c:
ir ,!\ry 201 l. ic osi;si li,e 3ocru w'l'l. ralors iclcaira io
ile !r:nl*r s l,,ivisory Cr:lrlil cr Coverrmcri lisseis
I f l Ci:rri"ee rr*. icrlime: in 2C I d.

Sally F*ubr'o
Prcr cierl urd Chlel
Ixocllive Oil]cer
ViXS Syslons lrr:.

&ill Limbrick?,j
Ccrpo,ct: Dl.erJor

T*m r\Aoss3.s

[c:)o,cie ]:ttct:r

Sole Rubens*eint,d,t6
Pc,lre:,
Gocdncrs LLP

John Wi*rsmcr.5
Cc"po:cte Drrector

ffi

s' :'k
h,rn&
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Nydrrn Slrur lur.
!. U' )i'l .i (oll r- . " :.Jr ac -:

lhct opercfe in lhe L:usiness orecs ol
' r')''-: L o''] r' D";'

cnd lelecem services.

NlrSv'q! $nw Nwtvr{}rk$ lru{.

Reo,escrls tle mc jcrl1y cf ol r business,

whrch is regulcled by the Cnlcrio [nerr;y

Boord. lt Is invclved in ihe planning,

ccrrslrualion, operciicn and mcinlenr:nce

ol olr lrcnsn-rissron cnd ciisiribrtion

nelrvorks.

{: s $1&s N,&YK } N S'S&\t$&'.f t SN

{l *.r'6rw ru,lt,u,& drd y*s s
.483 Bcy Street
-- J""."--- '/5L t15

{r r61 34s-5ccc
I 8/1955-l I -5;r

w."r,rv. 1=1yC rcOne. coilr

lurr,*rf*r W*tr$ticlur

i,1l 61 34J-6E61
inveslor. reloiions@llyiroCne.ccm

llydro Cne is c Securifres crd
[xchonge Ccmn-r;sslor: {SICJ issr.:er ln

lhe Un;teC Stotes. Hydrr: Cnes cnnucl

cnC crcrlerly lliir.g-s, lncludIrg Iincrc cl
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Ministry of Energy

in April 20S4, the Ontari* governmext announred
a pler"t to reduce energy consun:ption in the
prcvince by creating a eulture ofeonservation.
Sne aspeet of the plan was the prcvinciatr Srnart
&ilerering Initiative ($rxart Mereringi-the first and

the largest smart-meter deplopne:rr in eanaela-t*
instail new "srnart" eleetricity merers thror.ighout

the province to rneasure both how rnuetrl a*d rq,hen

electriciqr is used. The new rnsters would rnatr<e it
possible to inaroduce tirne-of-use {TCIU) pricing to
cncsurege rarepayers tn shjfr tireir elertriciqy use ro
tirnes of lower dernanrl. Smart Metering reflected

the intentior: cf the Ministry of Energy {h4inisrry}
to manase demanql for el*erricity in Ontario so as

to rnore efficienrly use existirrg powcr-gent.raring

eapa*ity in the pr*vince while reducing reliance on
out-of-provinee power purehases.

The Ministry ser aggressive $mart Metering
implernentation targets, including ax i:":terirn goal af
800,000 sn"lart-xneter installatinns hy 2002 and corn-

piete coverage for all residential and small-l:usiness

ratepayers hy 2010. Entities involved in Smart
I\,{etering included the &llinistry, the lndependent
Electriciry System Op€rarsr {InS0}, the $ntarir)
Hnergy Board (CI{B) arrd Onrario's 73 local elecrri-
ciqr distribution companies, inclueling }-{ydro One.

Key rotres and resp*nsibilities of each enriry are

summarized iu Figllre 1, while Figure * shows key

events in impl*mentation of $mart l\4erering.

As of &{ay 2014, there were ai:oxr 4.S rni}trlon

smart meters instalJed across Ontario, covering

alnost all residendai and smaXl-business rar*pay-
ers, and acecunting for 45slo of all eleetrieity
consumed in tl:e province (large c*mmercial anetr

industrial users &ccount for the rexraining SS%i"

$marf m*ters resemi:]e csnventioni:tr n:elers, but
differ with respect to huw consnmpticn *1ata is eiis-

piayed, ureasured, recorded a*d cornnrunicaled, ns

illustrated in Sigure 3.

Smart n:eters are the hase infrastn:cture for
developing a smat:t grid, lvhich is the application
of infcrrnation and comrnunications lechnon-

ogy to improve lhe functioning of rhe elertriciry
$ysten"l anci optirnire the use cf natural resources

t* proride electriciq," ln the frtrecrriciryr;Xcr, igg8,
fhe smara grid and its ob..iectives are s€t ollt as ths
infcrination -exehange systems and equiprnent

used t*gether to improve :1"re fiexibiliry secur-

iry reiiability, efficienry anci safety of ti:e p*wer
system) partieuiarXy f*r the purpsses of increasing
renewable generation; expanding prorision of price

inforrnation to eiectriciq, custofflers; aNd enabling
innovative energy-saving techncl*gles.

Unrtrer TCItJ pricing, elecrrieity rates charged

are ):igllest during the day, bur drcp ar nighr, on

3SC
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Figure 1: Key Roles and Respcnsihilities of [ntities lnvolved ln the Frovine ial $rxart Metering ]nltiativ*
Prepared by the 0{fice of the Audilor ffeneral 0{ 0ntari0

Ministry of Energr

eenUal Plannar and eo-ordina{or

- Develop and implenrent pclieies, and legislative and rrgulatory rhanges, Io enable {he $mart Metering lnitiative
* Provide guidanee and decisions nn pnlicy rnatters throughout the pr*1ecl
. Liaise with and mnnilnr the prsgress of all working gr0up solivitie$

Sirection &
Guidance

&ntario Enerp Scard
ilectrieity $eetor fi ogul*tor

* &eview and approve smart meler-rslated costs
. Regulate llSfi as $marl Metering Sntity
* Provirie guidance tc distrihutir:n cnmpanies cn

o0st-reIovery matlors
o $et anei review time-nf-use rate$
. eollect informatir:n nn prsgre$s of implenrentation

*irectron &
Guidance

lndepemdcnt Elu*tni*i$ $ystem Opermton

$mart Met*ring [ntity

' ilevelop, ilpe[at* and manage a tentral
l\rleter Eata Man*gement and Xe pository

{provineial data eertrei
. faeilitate intcgrati0n of distributinn cnmpnnies

with prmvinrial da{a eentre

' Crlleut, validate, sst:mil1e and edit smarl-m*ter
data t* produce biiling data iclr {iistrihutinn

eornpanies

M*ter Dala frans{er
& Frocessing

Rate Filings for
Cost Recnvery

Licensing &
Regulating

Rale Filings for
Cosl Rerovery

73 Local Slstributiorl Compxnies {including Hydre 0ne}
*wners of Smert Metering Systems

" Punhase, in$tall, upernte nnd maintain srnnrt meters ard asssciated sy$terns
. Retain responsibility frr rnl*payer bililng and rustomer service
, Acc*s$ data from ccnlralired orovincial deta een:r*

Lic*nsing &
?egulating

weekends and holidays" The combination of smart

Ineters and TOU prieing was expecteri ts encout:age

elecriciry conservation and reduce de:nand during
peak ti:nes by providing r&tepayers wilh inlrrrmation
and incentives ts marage their elecrriciry use lry;

moving consumption from pealt to nff-peak
tirnes (for exarnple, runxing th* dishwasher

or dryer at night rather than in the afrer-

noonl; and

reducing consumption dxring peak times {far
exan-lpl€, setting tJ:re air eonditioner a few
elegrees warfiler on surnfiler afternnons).

?ire Ministry set several targcts to reduce

peak eiectricity demand: a tr,350MW retiuction
by 2007; a further 1,350MW drop by 2010; and

an additional 3,60SMW reduetion by ?025. The

potextial reduction in peak dernand was intend*d
to lighten the b*rden nn *le*rieiry infrastru$ure,
which in turn eculd reduee the need tn build n*w
power plaxts, expand existing ones, or snter into
adelitioxal power-purehase asreemerts. {t wa$ also

*xpected to help bring ahout the closing of coal-

firrd porn er plants, whictr were 4,pica1ly oniy nsed

d:,:ring periods of peak demand.

Our audit objective was fo assess lvhether eff*rtive
systems and procedutres were in place to:
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Figurc 2: Tim*line nf Key Events Relating to lnrplenrentation of ths Frovincial $r":rant Metering lr:itictivm
prepared iry {he 0{tice 0f the AuCitor eereral 0i 0ntari0

... :.,i,r, Gov*rnment
announce$ Sma$ Melering
lritialive and se:s aggro$$ive

target$ t0 install smart meters
in all residences and smali

basinesses by 2010, witi: an

interim target gf 8*0,000
in$tailatisns by 2007.

,.. .,: ,.1 Mifiistef
direot$ the ontario
lrrelgy noard {OES) to
develop en impiemeilta-
tion plan i*r aehieving

smaI rnclgr largets.

2ms4 *Oss 20tls 3SS?

..: r .r. . ' &overnment app0int$ lndepend0nt flec$lcity
0perator Systsm {lfS0) ;ls a c0-0rdinator ilf lhe $mart
Metering $y$tsm lmplementatifin Program responsible for
the procuremsnl 0f a central Meter nata Manegement and
ftep*$it0ry {pr0vifioial data centre}"

r . i " Gsvernm0fit desig*ates lfSS as a $msrl
Metering Inlity re$pgnsit]le for developing,
implementing end 0perating the provincial datfi ee$tre

0{ ts re\''e!rs cosls 'cu,.e0 D1 SB\c'd
di$tribilti0n r*mpanies, including Hydr0 0ne, thal

avs stafied smart-meler;ng aetiviti0s.

. Provineial de{a cefitre start$
speral;ng.

3&rls a00s

The di$trihution ccmpanies procu

arid relaled sy$tems.

h

il[B is*ues
guideline$ to s*t out filirg
;n$trxelions ior rerovery oi
oosts associatsd with

sn'ra *-meterr ng aclivitiss
conducted by the di$lribution
companies.

asrx xs333&3.S x&1.1

rs and

, ' "', Miristry brie{$ Cabinel absut estrmaled ne1 savings 0f the Smert Mstering lni{iative.

. r'',: CairinetaBprovesadual-inrplementetionapprsa$h*desen{raliz*downr:rshipofsmail
by the distribution 0ornpanies and centraliled data managqment * pr0p0sed hy the Mlnistry.

. ..,. The e$ernel e0nsllltant delivers rep0fi t0 Miristry.

ensure that the Smart Metering Inltiative

{Smarr 1\{etering) was planned, implemented

and rnanaged economicalXy and effici*nttry,

and in compliance with applicable policies

anel requirement$; and

;neasure and report o:l whether the objecdves

of Smart Metering were mef in a cost-effective

way.

Seni*r managernellt at the Minisry of Energy

i&{inistry), rhe lndependent Electricity $ysre:r
Operalnr (IESCIl and ttre Ontario Energy Eoard

{S[B] reviewed and agreed to our *bjective and

. i. :.i. Mini$try engsges an external consultanlt0 deve,op an implementatiofi

eslimates

il[B ailows l[$0 lo
recover *osts of develsping,
impleme$tir'lg ecd aperating lhe SMf
and provinriai data centre thr0ugh thq
Sn:*rt Mslering Char$e 0f 7S0lmonth
*0m May tr, 2013, to ${toher 31, 201&"

associated audit criteria. \Ve conducted this audir

from *ctatrer 2CIX3 ro &4ay ?014.

In ronducting our audit, vre reiewed applical:le

legislation, regularinxs, policies, studies axd otller
tl ocurxrents ; imaiyred electrici4, cansumption and

billing dara; anetr interriewed apprcpriate staff at

the Ministry, the {[50 and the OHS. We sxrveyed

60 of Ortario's 73 di*trihution companies, with a

response rate of over 7001o, and interyiewed staff
from tl:e ren:aining L3 rlisrributi*n r*inpanies,
including i-{ydr* One, the only distriL,u$on cornpany

olvnecl l:y the prouinee. ,Appendix tr e*ntains ltrre
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Figure 3: 0ormparisori *f $ma$ Ltleter and Csnventional Nlcter
prepared try the Otfice 0f lhe Auditor General 0f 0n{ario

Display Digilffi ffstsr lvith numerical dispiay Annl*g meter with spinning dial:
Measure i.lnw murh and when electricity is used {typicaily

haurly with date and llme stamp)

l-lnvu rnuch elertririty is ussd ov*r n billing pcrird
(typically oile of two lronth$)

Re rording Autom*ted meter r*adtng: meters send data
eiectrnninally ts distribution compani*s through a

wireless network*

&lanual metrr reading: distributian nompany staff
physically vi$it ratepaysr premises to rerord datn

Communication 1wn-way eommunicatinn helween meters and

distrii:utinn cornpanies*
i\o cnirmuniralion cnpabiiity

Hncrng Time-o{-use pricing {a three-tiered rate ${ructLrrc: Tws-tiereel priuing, wilh ane rate applied to
on-peak, mid-p*ek, ai"td nff-peak) tt refiect changing crn$unlption up t0 n threshnid and n seeand rate
eleclrieity el$t$ {hrougholtt the day for electririty consum*d in exce*s 0t thi$ thre$hold

+ $ee Figure 1t for dilta flow heleeen the clistribrlior 00mpany's smarl-metering sysle$ and tlr {E$0's provincial data Nertre.

Euestisns posed to the distril:ution companies we
interviewed and surveyed, and summarizes their
responses. We also reviewed data anci studies
from the Ontario FovrerAurhor{ry which has treen

involved in co-*r*linaring and assessing pr*vince-
wide en*rgy conservation efforts, including rinle-of-
use {TOIJ) pricing enabled }:y smarr mercrs. As well,
we met wilh the Eiecrriciqz }istnibutors fusociation,
whirh repres*nts all distribution compar:ies across

the provinee" In aeldition, ra,,e eonducted research on
sm{1rt-n"}etering pragrarns in ofher juriselictions to
identiFy best praetices, and we engaged on an adyis-
ory basis the serviees of an indepenclent expert wirh
krton ledge ol srnart nrercring.

The Ontario governme::t's Smart .i\{*rering Initia-
tive (Smarl &{etering) is a large and eompiex
pr*ject t}:ar requireen rhe inyclvement of the

Minisrry *f Energy (&4inisrry), fhe Onrer;o Hnergy

Board {0[B), the {ndepenele nt X}ecrrieiry Sysrer.n

Operator {185CI], ancl 73 distri}nition companies,

inclueling liydro One. &ur aueiit fnund thar $mar:t

h.{elering was roltrerl out witl-: aggressive targets

and righr fimelines, without sufficienr planning nnd

monitoring by rhe l\,finisrry, whicir had the u]timare
responsibiliry to ensure thar effective gotrernfince

and project-rnanagemefit struetures were in plaee

ts sversee planning ancl implementati$n. .&s yet,

rnany af the antieipated ben*firs of Smart l\{etering
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have l.:ot been achierred al:d its imp.lementation has

been much more costly than projected.

Our repeirt highlights the difficultie$ that have

been experienced in roiiing out Sn-lart &4etering,

whictrr represents an initial srep t*wards ereating

a sinart grid-using information ard eommunica-

tions tecirnology to improve :ire funetieining of tl"re

elecrricity system and nptirnize the usc of natural
resources t* provide eiectrieity. We hope that ies-

sons learned from implementing smart merers ean

l:e applied to the government's ongoing efforts to

elevelop a smart grid in 0ntario.
Some of our key nhservations related to Smart

Metering are as follows:

Deeision to [Mandate $mart ],{etering Slst $uppnrted by

,Appropriate Ccst-beneflt Study

The government ail$ounced Smart S{etering in
,&pril 2004, and shartly thereafter the l\,linister

of Energy issued a directive tn the OEB under the

Sutaruc Snerg,r Soard Act, I99S. The direetive

required the OEB to develop an implem.entation

plan to a*hieve the government's taxgets of &00,000

smart-:neter insrallations by 3007 and complere

cov*rege for all residential and small-business r&te-

payers by 2010. The Miuisrry did not complete any

cost-benefit analysis or husi:r*ss case prior to mak-

ing the rlecision to ma::date ttre installation of smart
meters. This is in contrast to otl-:er jurisdictions,

inctrueling British Columbia, Germany, Sritain and

A,usffalia, which all assessed the eost-effectiveness

and feasihiliqy ol their slnart-Illftering programs. As

well, ever thougil the electricity market in Onrario
csntinued to change, tl-le l{inistry n*ver adjusted

the sinart-meter in:pleme$tation pl&n"

Suhsequent Cost-ben*fit Study F[awed

,After the govcrnment annur.;nced the rollout cf
Srnart Meteriag in April 2004, the Mirristry pre-

pared a cost-benetrit analysis of Smart &{etering,

and sutrmitted it to eabiner in October 2005.

ll*wever, the analysis was flawed; its pr:o.iee:ed

net hcnefits of approximatetry $600 mitrllnn over

tr5 years were significantly nverstat*d by at lea$t

$512 million trecause it excluded an annual net

inrl ease in the prnjected operating costs of *listribr: -

[ion companies. ln ot]rer words, the pr*i*eted net

bene{lrs should have been reflected as nnly $SS mi1-

liom over 15 years"

$rnart Metering Onsts to *at* [xeeed Frojeeted 0nsts

*nd Beme{its

The Ministry has neither updated the projected

costs ancl beneiits of Smart &4etering, nor tracked

ils actual costs and brenefits, tc deterrnine tk*
aeftial net benefits being realized" Up to rhe end cf
2013, our analysis shows that total smart metering-

related costs incurred only hy the distribution com-

panies Lrad already reacheri $1.4 }:illirn-well in
excess of rl"re &,{inistry's initia} tota} projected cq:sts

of $1 billinn. When eosts of the k{inistry, the CIEB

and the }ESO are included, l,ye nnfed tllat totai eosts

relating t* implementarion $f S:rart l.{etering }rad

reached a1ru.sst $2 }:illirn at the rime of our audit.
Adciitional costs are expected in the future hecause

some eiistrilruti*n companies had not yet ir"leorpor-

ated all nf their imple mentati*n costs intc rheir

charges ts ratepayers {ttlese aeldiriona} costs will be

subject rn OEB rer.iew and apprcvall. As rryel}, the

benefits of Smart &{etering in red,ueing distri}rurion

companies' r:perating c*sts and reclucing electrieiqr

bills tu ratepayers were so far limited; Of tl-re distri-
]rution con"lpani*s we eonsr.ilt*d, 95% said they real-

ized no savings anel their operatixg (ost$ actually
rose , and *ver iratrf said they receiveel a high volunle

*f ratepaye: cc:nplaints ah*ut "increased hl}ls with
n0 savings."

$ignifirant Smart &4etering $ystsylr $evelmpment and

lntcgrati0n *hallenges eneountcred

In ottrer"|urisdictir:ns, mass deplo3rrnent nf smart
n-leters was carried out hy only a few distribution

tompanies, cr even just ome. 'lhe chalienge in

Ontarin was thar 73 distribution companies were

each separately responsible tn purcl:as*, insta11,

sperate aud maintain smarf meters, as well as t*
bill ratepayers. This made it difficuit [o *n$ure a

rcst-effective knplementation *f Sn:art }4etering.

Tl"lree-quarters of the distrlbution cor:rpanies we

rnnsultcd ranked data management end system
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integration as one of the tcp three ehaller:ges of
Smart Metering, and 83% said it was diffieult and
csstly to integrate rheir sysrems with the provin-
cial data eentre. There have l:een n:any $ystern

upgrades, including changes n"taele in oreier for
Ontario to ccrnply with Measuremenf eanada's
billing disclosure requirements after smal-t meters
were installed.

Feak-demand Reduetisn Tergets Not Met

The purpuse *f Smart Metering was to enahle

time-of-use {TOU) pricing, whick \&ras expecred

to reduce electr.iciry demand during peak periods"

The Ministry set several targets to reduce peak

eleetricity den:and {a 1,350M\4r reducrinn by 1002,

a further 1,3$SMW elrop by 2010, and an addirional
3,600MW reduc[ion by 2025). ]-{owever, rhe iniria}
target cf reducing peak dernand by 1,350MW was

irrelevant to $mart Metering &nywey ?:ecause it
was supposed ro he actrieved by 2007, three years

before full installation of sn"lart nlerers was ro be

cor:rpieted. With respect ao the second rarfet of an
additional 1,350n4W redumion hy 2S10, peak e}*c-
*:iciqr demand did n*r faltr, bur aetually rose slightly
hy ai:out 100MW i:erweeir ?004 and 2010"

Sntario's $urplus F*wer Sxpc$ed to *therJurisdietions

at l-es$ than eost

The redumion of eiecrrieiry demand during peak

times was inter:derJ ro delay tl:e need to expa*d
power-Seil*rating capacity in Ontaric, along wittr
t}-:e related r*sts. In the deeade since the Ontario

Soverlxnent announc*d Smart h4etering, peak

demand has rernained essentially unchanged, but
the &tlinisrry has approved significant lncreases in
new pswer seneralioxl, such as re*ewable energy,

creatins power surpiuses ir Ontario. The overall
financial inr:pact has beel: that other juriselictions

are able to buy this s*rpius power from snrario
a{ a prire consirXerai:ly lower than rv}r*r it aetui}l1y

csst Onteris to prsduee this power" The toral c*st of
producing the exported pcwet 1ve$ about $?.6 hii-
l:ion more than the revenue Ontarin receilred lrom
exporting that power betu,een 3*$6 and 2013.

Eleetri*ig &illing Amount* Vnried by Sistributi*n

0ompar:y

R.atepayers pay different amsunts f*r the same

power usag* depencling on where rhey }lve in
Ontariu, rnainiy due to different delivery costs *f
the 73 distril:utiou companies. For example, a typ-
ical resid*ntiai electr:icity bill could vary anywl:ere

t:etween $10& and $196 a month:, mainly du* r*
the rrariation in deiivery costs ranging from $2I
t* $111 a month charged by elifferenr distriburion
companies to rlltepayers. tr:nplen"l*ntation of Smart

Merering significanrly irnpacted rlxe costs for each

af rhe distribution ccnlpanies, which *hose differ-
emt smart meters a*d IT solutions fnr their in-hcuse

sy$tems. ?he cost per mete{ therefore varieci with
eaeh disrril:uti*n cnmpany, rar:ging from gEl per
meter to $544 per {xeter, dependkg rnainiy *n
geography and the afltsunt ofupfront eosts" For

example, I{ydro One, the *nly disrrihi"rtinn c*mpany
owned by the province, incurred signiLicant rosts trrl

irnplen:ent its smart-metering project. }}y the end

of 2013, l-lyelro 0::e aeccunred Sor $660 milli*n,
cr almost 5S0,&, uf the $ 1.4-bi1lion impleme*rarion
cnsts incurr*d by all 73 distrin:ution cornpanies.
1{owevel ir installed 1.2 million smart meters,
whici: represenled only abour 35% of t}:e 4.8 rnitr-

lir:n smarr meters installed in Ontario.
CIf the $S60 millinn spexr by Hydro One,

rnsre than $135 miiliox went to a private-sector
vendor urirh whom it sign*d muitipte eontracts for
service$, sueh as sy$rem ir:tegration anei proj*et
manegement, and approved a numher of change

*rders. Hydra One selecleei rhis venel*r hased cn
several criteria, incXuding price. i{ovreveq pricing
evaluation w&$ l:o{ trassd on the overaltr eoutracl
crst. Fiydro One exptrained the conaract cost could
fiot ire fixed due to the "u*lqnswn mature of aii the
business requir*ments at the rirn* cf the R.equest for
Froposal (RFpl "" Granting a contre* thrcugh rire
RFP process with*ut aequiring euough knowledge

about the b:"rsiness requirements wonid lead t* risks
ofsignificant cosi increases due tr* change orrlers.



NK
Time-*{-use (f0U} Prieins Mod*l Flns }lad Minnr lrnpact

un Redu*ing Peak Demand

Smart Metering was undertakex to enatlle tl:e
introduction of tiffe-of-use ITOU) rates to encour-

age people ro shift power use ro Off-Feak periods"

I-{owever, TOU rates and periods may nor be

designerl effuctively to reduce peak dernand as

intended. Specifica{try:

The differenee betwe*n rhe On-Peak anei Off-
Peak rates has nof b*en significant enough tc
en(our&ge a change in consumption pa$erns.

Wtren TOU rate$ \qere inrrodr:ced in 2006, the

On-Peak r&.te was tlrree rimes higher tiran CIff-

Feak; hy tire tirne af our ar.:riit, thar differen-
tial hael falien to 1"8 tirxes, due to signifieanr
increases jn the Global Arljusrment, anorher
csfilpon*xlt *f eleetriciry bills in Ontario. In
partimlar. the Off-Feak rate increased the

most, by 114Y0, while On-Feak ir:creased

the least, by ?9Y0. As a resuXt, rhe difference
betv/een Sn-Peak ancl Off-Peak rates has nar-

rowed, thus unelerrnining TOU pricing as an

incentive for ratepayers to shift pollrer u$e to
Ofl Peak periods.

?he elistribution nf On-Peak, Mid-Peak ar:rd

Off-Feak perlods cloes not fu1ly refiecr acruatr

patterns of electrieiry demand. In particu"

iar, in response to afl)endments to Ontarier

R.egulation 95105, the CIXB mrorr*cl the start
*f Off-Peak in 2010 frorn ? p.m. ro 7 p"m. on

weeknights, making rhe eartry evening hours

*f 7 p.n:. to ? p.m. Sff-Feak, even though
demand at those rimes is high"

In 2013, separate stu*ies released by the Onrario
Pnwer.&uthority and the OEE indirared rh,lr TOU
pricing had a modest impaet oc resielential ratepay-

ers, reducing their peak demand hy only ahr:ut 3yo,

bur a trimited or unclear effeet s:n smali busi::esses,

and nnne at ali on energy ronservarion. Our rerriew

also found that:

Of about LE rni]lion ratepayers on TO{J ra:es

that we reviewed, only 350/o of residential rate-
payer$ and 190,6 of sxrall businesses reduced

their consumpri*n during On-Feai< periods,

w}-riie a ma.jnriqr of tltem {65$/r of residrntial
and &loln of small businesses) dieX nor.

Abonr 77,000 ratopayers wirh smart meter$

paid set rather than TSU rates berause rhey

signed flxed-priee contracts with electrici4,
retailers, who do not charge based on tirne *f
use. Consu.nption pattrms of retail anei TOU

ralepayers were abouf t}:e same, suggesting

that ?OU prieing provideel no more imrenrive ro

*hange usage behaviour th&n retail contracts.

$iSni{iaant Impaut of frlob*!Adjustment *n TCIU Rates

f{ot Transp*renl ts Rat*pff yer$

Tl"le [leetricity Charge on retepayer e]ectriciqr bil]s
is composed of twa parts: the *iectrici:y marker

price and the Global ,Adjustment, added to r}:e mar-

ket price mainly ro cover the guaranteed pricrs paid

to contracted power Sener&tors in Ontario. Fro:r:

?0$6 to 2013, rhe Gl*iral Adjustm*nt lncreased

almost l,3*Sth, while the everase marher price

actually dr*ppeel46Vo. The impact o{th* S1*}:a1

"&djustmenr has been signifieanr *n ratflpayer elec-

miciry bilis as lbilows:

l'he total Global Aeljusrment paid by Onrar{*
ratrBalr*rs has grown from $654 milii*n in
200S to $7.7 trrillisn in 2013. &.{l*re eontracred
generators, especially producers *f higher-

priced r*newabtre pswer: will socn l:e e*rning
online, so [h€ aotal Gi*tra] ,&djustment is

exp*cted t* inerease even nlore" E*tween
2006 and 2015, rhe l$-year cumularive actual

and pr*jscted Cl*bal,&cljustrnenr sraxds at

ab*ut $$S billicn, equivalent to aircosr five

tirnes fhe 3014 pr*vincial deficir CIf $10.5 hil-
lion. ln essence, the $50 billion is an exrra
payment covereel t:y ratepayers *ver anctr

a}:ove the actual market price of electriciqr.

The vast xrajoriqy of residenrial anel sn:al}-

]rusiness ratepay*rs pay for electriciqy l:aseri

$r'1 the three ?OU rates-fiff-Feak, I\,{id-peak

and On-Feak-which l^rere seen as critical in
encouraging ratepayers ro shift polver use to

lin"les of lower dei:rand. Tl:e &trobal Adjust-
n":ent notlr accounts for airout 700,4 *f eae}r of
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the thr*a TOU rates. lVhile rhe S}*balAdjust-
inent has increased significantly and accounts

for a substantial prop*rtior of TO{J rates,

its impa$ is rot transparent t0 rntepayers

because it is en"rbedded in TOU rates and does

not eppear as a separate line on most eiec-

tricity bilis (the Global Adjusrment appear$

separately only on bil1s of tl:ose ratep;lyers

who have signed contrams witir electriciq,
retmiters, who do nst offer TOU rat*sJ.

Ratepayer Som pla i nts Stem med frn rn Tirne-of-use

{tr'0U} Rmtes and &illing Enors

Many distriirution companies did nor track or 1og

the nature or t).pe of cornplair-lts they r*ceived.
They were therefore unal:}e t* quantiSr the volume
*f eamplaints they received before and after smarr-

lxeter implemenlation; n*r could they separate

smarr fireter-related coneerns fr*m billing-system
issr:es" Wirhout proper tracking and rxonitaring of
ratepayer concerns, key inf*rn"ration c*utrd not be

rollated to idelti*, and res*lye conlmoi] or recur-

ring problems on a tirsely hasis" f'hose distribution
ccmpanies that did track enrxplaints forrnd thar
mosl ratepayers we'!:8 upset about TOU pricing,

which ri:ey believed resulted in higher elecrricity
bills than previously" Our work at }-lydro One also
noted cornplaints frnm ratepayers about estiinated
bi1ls nr nc bil1s f*r extended periods due :o Hydrc
One's billing-$ystelx problems and connecriv-

ity issnes hetween sinart meters and associated
romrnunication sy$tems; and absut bills }:ased

*r errors arising fr*m sru:art nleters connected to
ineorrect aridresses"

iluplicatiCIn of $ervlees hy Provineiml Data Ssntre and

!-oca I S istribution *orn pa n ie$' ! n -hou$e Systerns

Under Smart h,{etering, the IES0 is recovering the
eost *f its $249-rnil1ion provincial data centre,
called the h{eter Data &{anagement and Repost-

f*ry [provineia] data eenrre], frorn all residential
and small-business rarepayers through a $mart
Metering Charge of 79S per m$nrh that began
in l,,lay 20]3 and was set to end ir"r Octoher Z0lB.
These costs were flot included in the initial cosr

projeetion rf $1 bil1i*n rxade by the OE& for ir:rple-

mr-nt ing Snrart Mcrcring.

Of the 4..& n:illinn smarr rnerers installed acr$sli

the prorrince, apprnxiilately S1I,000 have ::u[
transn:itted any data to rhe proyincial data centre
for proeessing. Athough these ratepayers have

never benefited froru the proincial datil (enre,
they still llave to pay the rnomrhiy Sxrarr &{errring
Charge of 79S, rntalling abeur 942.1 million up ro

Sctsber 30tr8.

The 1f;$0 iras exctrusirre authori*r to develop and
operate a prol.incial data centre in lvhic.h to process

srirart-merer elata for the provinee. {-lowever, lhe
goal of cperating rhe pr*vineial data cenrre as a

central system to €nsure standard and cost-e{fective

data pr*cessing has not been $xet because nrost dis-

tril:r"rt.iox eompanies have used lheir *wn systems ts
process smart-meter data {befor* rransrnitting ir ro,

or after receiving it from, th* prnvincial data cen-

tre) for billi:lg purl?oses" The provincial elata cenrre
was not availabXe rq,hen some distributlon compa:?-

ies started ta r*li out smart meters. Of the elisrrillu-
tion c*mpanies we consulteri, SSVo indicated t}'rat

tire provincial data aentre and their own systrems

have similar functions. res*lting in redundancy.

Tl:e costs nf this duplication-one system ar ri"le

prov{r-rcial lerre} ane} another loca}ly-are passed on

to ratepayers. T1:e monrhly *pererins cosr firr the
local sy$tems is, *n average, abrout 3"1( per meter,
which is being }:orne trry r*tepayers sn rop of rhe

79(-a-month Smarf lWetering eharge .

Limitations of Fr*vinciai Data 0entre and Sistrihutiom

Snrnpanies in Frmeessing $mart-&4eter 0nta
Sevcrirl linritetiorrs ln processing smart tlleter
data hy the provineial data centre and the busr-

ne$s processes at the elistnibution ccr:pxnies have

affectsd rhe qualiry and usefuXness of smarr-merer

data, wlrich in turn can affecr i:illings ts rat€Bayers.

Tilese limirations were assoeiated with situations
sueh as meter replecelnents and pcwer black*uts"

Also, half the distrihution companies we consLltrted

indicared that the provinrial dara rentre has limited
capabiXitles far data retrieya] and querying. In
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.{.ugust 2S13, rhe IHSS reported to its i:oard t}:at
the provincial data eentre was able ta manage de:a

queries dilring its earl.y stage cf implexnentation,

but it was ilo,t designed to $uppsrt rhe expected

increases in vnlume of data-retrieval requesrs from
distribution companies.

ContrartTerms {w 0pe rating Fee sf Frovineia} }ata
Centre Not Clear

The lliS0 and a private-sector vendor signed a five-

year csntrart in 2006, witl: an oprion to extend for
ensther two years, for developing, lmplementing
and operating the pror..incial data centre. The IES0
paid rhe vendor $&1.7 :xillion for services up ro

l'4arrh ?01 3. However, the $ I 3.4-million-a-year

contract fee for the two-year extension perioei was

atrmost dcuhle rhe $6.8-million-a-year cost af t}:e

prel.iol-ls five years. The IES0 attriberted a porrion

*f the fee increase to the additional costs asscciareei

witb changes made to the provincial data cenrre

and the }:igher number of meters being pur in
serviee during the two-y*ar extension period. We

faund that the fee ilcrease lyas due mainly to an

erl:or sfen"rming fr*m a eontract amendment tt"xat

did nor clari{y t}re fee for the rwo-year exrension

period. The IEliO r:oted that this was an oversighr

on the parr of rhe ve ndor, rtre IES0 and rheir cnun-

sels, and that since the vendor i*curred losses on

Nhe cnntract, the error offered the vendor e$ oppor-

tunity to improve its comrnercial positi*:r.

lVlonitoring of $rnnl:t Met*ring-releted Fi:e $afeg Risk

Nol Suffieient

There have been cases sf fires arising {rom smart
meter$ in Ontario and in other jurisrtri*i$ns. :-trow-

sver, no accurate and complete informalion on

smart meter-related fires was availahie ia ilntario
tc determine and monitcr the scope and exlent of
rhe problem aeross the prnvince. Only anecdot*tr

evidence was availabie, which indicated three
possible root causes for the fires: improper insral-

lation of smart met€rs, defective smart meters and
problems with old meler llases where srnarf flleters

are mounted.

llertricity systems around ti:e worlel are adapr-

ing to meet the new and complex derxands of
technnlogy advances ancl cusaomer expectations.

In 2004, the prorrince tosk a criticatr $tep toward$

modernizing Ontario's eiectriciq, grid with the

annouacenlent of the Snrart &{etering lnitiative.
The Mi*istry ackn*rvledges rhat giv*n the

arubitious tirneline to instatrl $mart meters tty

2010 and tl:e inh*rent structure of the distribu-
tion industry, with over 70 lncal distriburioir

companies, that the iniria*ve was both car:rptrex

and challenging.

Faeed lvith these rhallenges, tile h,tinistry,

the ll$0, tl-le OEE alld {oca} distribution com-

panies worked coltraboratively ro makc Ont*rio
one of the firsr jurisdietions in North Anrerira ro

ro11 nut smart meters.

The deptroymenr of 4.& rnillinn smart
meters has brought a number ol. benefits t* the

province, ixeluding th* abitriqr of con$u$lers to

respond to price signals. Going forward, sma:t

meters, as the base teehnclogy {cr a modern grirl

that enables emerging teehn*logles and applicx-

tions lihe eleetrjc vehicles, electriciry storage and

iunovations to make Ontado trornes smarteq will
colltioue to deiirrer valxe ls Ontario.

The &{inistry will ineorporate the reeommen-

daticns of the Auditor Ge:":eral's report when
:srorking in partnership wirl"r our ageneies and

the hroader sflctor to de}ive:: futr:re smart meter
initiativ*s and retr*ted investmemts.

hr April ?0S4, ahe Sntario governmefit annnunced

rhe Smart Metering Initiative {Srnarr &4etering}-
the first and rhe largest smlart-meter deployn"lent im
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Canacla*and set aggressiye targets to instali srnart

ulerers at the premises of all residential and sman-

business ratepayer$ hy 2010, with an lnterim target
nf S00,0S0 installations by 2007. Given the siu e

a::d c*n:plexiqy of Smart Metering, the h,{inistry of
En*rgy (I,{inistry) had, and continues !o have, ar:

ongoing and ultimate responsibillty as a eentral

planner t$ el"tsure that effective g;overnance and
project management are ix piaee to monitor plan"

ning and implementation.

'.,, 1 .' .,

A key principle ofeffective goyernance anrl project

:narlagemexlt is the use of comprehensive and rel-
evant informatisn ahout costs, benefits a*d risks to

assess whether a propssed prcject is cost-effective

and vial:le on an *ngoing basis" This helps ensure

:hat money is investeei cnly if rhere is a continu-
ixg net henefit. T3picaily, cost-benefir analyses

anei business cases {}re tws ways to evaluate the

*nst-effur:iveness of a project, ensure t}:at prudent

decisions are ff1&de, and de[ermine i:orq stak*hold-
ers, and in this case electriciqr ratepayers, cauid

be affecterl. As r:oted in thr following secri*ns, we

found t}:ar tl:e justificalion a*d plann{ng for Srcarr

Metering were insrrlfi cicnr.

All key p&rties involved in implemenring Srxarr

Metering, including the &{inistrp the Ontario
Energy Board {OEBJ and the Independenr Hlecrri-

ciqy System Operator {IESOJ, confirmed to us that
ns eost-benefit analyses or busine;s-cas* studies

were done bef*re t}:e gnve:nment announced

Srxart h4etering in April 3004. $prcifically, the OEE

said it diei not undertake any cosr-henefit study
beeause the Minister direcred it *nly ro develop

an implementation plan {see Figure 2}. T}re CIEB

plan noted, however, that many stakeholders and

ratepayers expressed csnfern;ltrout the lnek ofa

cosf-i:enefit anatrysis a*d felt that, in particulilr,
srnart meters wor"lld not he justified for ratep;lSrers

usir"lg low volurnes of *trectricity. ln addition, senjar

iES0 mana6ement asked tl"le Ministry several timres

for a busines$ case to sapport Smart &{etering, but
ne\rer got One.

From our research, we notertr t}"ra: other jurisdic-

ti*ns harre initially and c*ntinuously assessed the

cost-effeetiv*ness and feasibiliqr of their srnart-

meteri:]g pr0grams. F*r *xample:

British Columbia hegan a smarr mefering
progranx in 2011 after Ee i-{ye}ro deveiop*d
a husiness ca$e in ?006, lvhich it upriated ful

3S10 because o{the continued evolurion of
the smart-metening industry antl tec]:nnio-
gies" The business case surnrtarized the rasl"l

florars for c*sts and benefits over a 20-3rear

terrn, and *$tin"lared the xnnual inlpact *n
elee:rieiqrbills. {n respeinse to ratepayers

rorh* did nor wailf $xnart meters, EC ]-iydr:o

announeed in July 2013 that arlyone cculd npr

*ut of the s{nart-nletering prograrn by payng
fi monlhly fee to royer the cosl qrf ruanr-lal

rneter readixgs.

Ttre governmemr in Victoria, ,&ustralia, cclx-
n:issioned trqr* cost-benefit sturlies in 2004
and ?005 that }:eea:ne the hasis fCIr irs ?0CI6

decisisn to r"I1&ndate the rol}*ur of smart
meters to all hon:es and smail businesses.

L{owev*q the Austrahan Sovernment Pr*-

ductiviq'Cnn:lmission cnnciuded in 2012 thar
inadequate ccst-ben*fit analysis had been

cione and {}rat, *vera}l, the decision to rn}l out
smart meters appearecl tn be pren:atuye ane.xl

or poorly planxed, with inadequate know-
ledge alrout $lnart-meter technologies, thcir
costs and associated risks"

}n Oermany, the governmrenr pul:riished a

study in July 2013 rhat einalyxecl ahe cosrs

and benelits afa fuXi rollout $fsnlart:rleter$.
The sruely concludecl that smart meters
y!,ere fiot eust-efficient for small ralepayers

because th*y would cost more rc huy, install
and sperate for average irousehotrds rhan the
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potential saving$ they would generate. The

Gerrnan Sovernment concluded if was not in
the iirterest sf rarepayers ro implement a Z00g

European Union recommendaticn that n:en:-

ber states provide sn-lart meters ts 80% of
ratepayers by ?020, and suggested insread a

rollout tailored tn different rarepayer groups,

based on how much eleeuiciqy rhey ccnsume.
The Sritish government hegan preparatory

work on its smart-inetering prognam in I00?
and a busines$ case was apprsved two years

later. The &overnmenr contlucted further
asses$ments in January 2014 to update the

rrritial eost and benefit e$timates, and iI
clevelopeci an overall strategy in rnid-2014 tCI

install smart $leters in all ho:nes and smatrl

i:usinesses by 2020.

Compared to the experience in these other juris-
rlicticns, the implementatism of Smart &{etering
in Ontarir: without proper csst-tr)enefi{ analysis to
sxpport tire initial decision to instali snlart meters

signifieanttry exposed the province t* l"lnar:ticipated

risks and unknown costs.

$hortly after the governmenl anoounced Srnart

&{etering in April 2004, t}re },{inisrer of Energy
(Minister] issued a directive to the OEB under rhe

Snfario{nergrSocrd"4*, J9SS (Act}, requirirg ir to
develap a:l imptrementation plan tc acldeve rhe gtlv-

crnment?s smara-meter targets. Under the "Act, ttr*
Minister has the authoriry ro dire* the OEE rs pro-

mote electriciry conservltion in a manner consislc,nl

with gnvernmenr policy. The Minisrry also c*r:-
tracted with an external consultant in January l00S
tn analyze di{ferent implemenration strralegies anel

to estimete the benefits *f Smart &{ereriug.

Both the Act and the diremive essexrially pro-

vieled the Minister with rhe authnrity to set aside

the regulatcry role of rhe OEB {an independe*r
Cr*wn eorporatiot"! respcnsitrle for regulating
Ontario's electricity and natural-Sa$ sectsrs in
the pr:blic interestJ in Smart Merering. Th* 0fi8's

mandate ineludes protecting the interest$ nf rate-
payer$ with respeet to eiectriciqr prices" I-{owever,

instnad of coxductin& il cost-benefit analysis to
justi*r its elecision, and submitting the analysis

to the OEB f*r independenr review and objective

evatruation, the &,linisrry, es a proponent of Smart

ft.lleteri:rg, directed the OEE to devel*p the irnptre-

mentation plan and proje$ the costs of Sn:art
&4etering, as not*cl in the foll*lving secli*n"

In the implementadon plan jt su brnirred to the

Ministry in January 2005, lhe *EE projected rhe
tctal cost of ir:rplernenting Srnart Metering at

$1 bitrli*n, pius * met increase oi $50 mriXlior: a year

ts the speraring c*sfs of the province's distrihutior.l
companies. A separate consulaanr's report, deliv-

ered to the Ministry rhree rnanths after tire OEE

sxb*rjtted its imptremenration plen, pro.!ected totan

t:enefirs nf Smart Metering would be approximarely
$1.6 hillion over 15 years fron: fnur sources as

sl"lown in Sigure 4, urhieh indicated rhal about llalf
oftile projerred benefirs vr*uld result from a reduc-
tion in distribution e*mpanies'speraring c*s:s and
* reduction in rafepayers'energy cosis, and half

Figur* 4.: $urnmary *f Frojeeted [r]et ffienefits mf $nrxrt
tMetering Initintive {$ billion}
Solrrce ol d6tB: Minis{ry {rf Iner$

Heduclion in distributian enmpani*s'
0perating *0$15

Reduction in rslepayrr$' eners/ 00$t$ 0.4

Avnidance of expanding power generaling

capacity

0eferral or av*idanee of expanding
lransmission nnd distributinn $Irstems

Yotal Froie*tod Eetlsfitsl 3.S

SwsS

1. BsnBfits projected by afi external c0lsullant engaged by Ihe i\rJ1nisffy.

:. aost prolected by the 0[8.

0.4

0.6

il.2
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from deferring or avoiding the expansion of pnwer

generating capaeity as well a$ transn"lission and

distributior: systems.

After considering the OEE's iinplemenration
plar and the separate consutrtant's report, as weX

as consulting the distribution companies, the Min-
istryz requested Cabinet approval tc proceed with
srnart nletering hased on a dual-implementation

approacl:: decenfralized ownership of smart meters

by the distribution companies, and centraliaed data

management by a provincial agenry {se* Figure ?

and the section Smert-meter $ata Frocessing

System$ and Costs). In its October 2005 request

to Cabinet, the l\ilinistry indirared to Cahinet thar

Smart Metering e ould yield net beneflts of eicse to

$S00 million over 15 years. As shown in S'igure 4,

tire Ministry arrived at this nxmber simpiy by

subtracting the projected i:xplemenrarion cosI of
$1 biltrion in the OEB plan frexr rhe projeeted hexe-

fits *f $ 1.6 billion over l 5 years kr rhe consulranr's

report" However, we found that the $600 miliion
in net benefit$ was sverstated, because it tiid not
inciude the OE& plan's prcjecred net increase of
$50 millio;r a year to distribati*n cornpanies in
sperating c*sts. By taking the $50-rnillion-a-year
figure into ac(out'tt, we caiculxted that the pro-

.iected net lrenefits over -15 years would b,e reduced

seven-fold. froix $600 million t* $8E rnillion in
today's dollars.

.:..r ... ':i l', . it' :t ,.., ..:

Siven the iarge scale of Smart Metering ancl rhe

higti risk assnciated wirh new tecllnnlogy, its
implementation should have warranted sffong go\r-

ernanee and nversight. However, we idendfied the

follornring issues regarding the targer$ of reduc.ing
peak etrrctricity demaxd, the assessment of changes

in the electrieity market, and the monitoring of
costs and benefits of Smart Metering"

?he key *lrjective of Surart J\{etering was {* reduce

peak elecrrirlq, de:-nand, and therefore defer the

need tu expanel polller-Se&eration capaeiry in
Ortario. }n the decade sir:lce Srnart fuletering was

announced, the province apprr:ver.l significant

increases in new generation, inciuding renewahle

enetrgy, and the supply of power ectualiy ro$c

13Y0. During t}:is salxe period, averagie elec$lciqr
den:and also drrpped 8Y* due to a slowing eeon-

orny and other c*n$ervaai*n efforrs, inciuding,
fnr exan:pie, llewer energy-efficient applianees.

Despite the reduction of average demand, peak

demand has remained essentiillly unchanged over

tlle samre peri*el.

T}:e l,{inistry indicated t}rat Smart Metering; was

*nly ;l compomer"lt of the government's *verall el*c-

fficiqr ronservetion plan, and so aher* xa;as no other
specific target for $mart &,{etering. lnstead" the

Ministry set snveral peak-demand reduetion targets

to measur€ *v*rall electrieiE, conserveti*l, {neiud-

img a .1,350MW reduction by 2007, an acidirional

1,35SMW drnp by 2010, and a further 3,600&,tW

reduetion by 2025. We found that:

The initial 1,3SCItu{W rargereel reduetior:

in peak etremand lvas:irr*]evant t* Smart

h4etering anyw.ty hecause it was supp*serl

tn be achieved by:007, three years }:ef*re
full insraXlarion of smart meter$ was tn be

cnn-lplered.

?he second target *f reducir:g peak demand

by an additional tr,350MtrS }:y 2010, for a total
rerlucticn cf 2,700M1&i, was also irrelevanr
ts Sfflal:t &iletering, vrhich had n*t been fully
in"rplementerl by 20 }il" \ShiI e approxim arel3r

4.6 miliion rarepayers had srnarr merer$

installed bythe end of2010, only*bou:*ne-
:hird (or X"6 rniilion) of then:,,r.ere being
hilled based on time-of-use {TOU} pricing.

Actual peak demand in fact r*se slightly by
about 100M\tV, fron:24,97Fh{W ir:2004 t*
35,075MW in 2010" In rneasuring against

the target, th* &Ilnistry indiearcd rhal as

of ilecember 31, :S10, peak demand was
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reduc€d by a},*ut 1,E00h/lW when measured

against forecast and weather-adjusted peak

dernand data rether than actuai derxand data,

l:ut the 2010 reducrisn rarget nf 2,700&,firV stiltr

was no: met. $ince 2010, aerual peak demand

has remai*ed relatively stable.

The pace ofrhange in the *lecrriciqr sertor has

treen rapid, ss proper and adequate planning, with
ongoing assessment and modtoring *f plans, is
linportant to prepare for potentiatr risks anetr costs

in implementatinn *f any new elec$iciryr initiative.
However, we noaed t.hat Sn:;rrt Met*ring was irnple-
mented without sufficient periceXic re-evaluati*n of
On,ario's electriciq, supply and demand positrons

tlrroughor"lt ttre implementation period.

Durirg rhe early implerxentation stage of
Smart &,{etering in 2006, d*rnand f*r etrectriclry

feli in Ontario as a result of an eccnomir recession

anel other conscrvation efforrs" Hcweveq jnstead

of adjustixg to this fall ,in demamd, rhe province
approved significant new increases in power-
generation eapaciry tn replace coal, and mainrained
the aggress{ve timetrines ser for implen:entari*n of
Smart Metering. As a resulr, the supply of available
pswer has steadily increased, ar-ld has been consisr-
ently higher than peak demand. thereby redr"rclng

the effeetiveness of Smart h4etering amd other con-
servario* prsgrams. Alrtrough ri:e IHS0 is requir*d
to maintain en sperating reserve of between

1,300MW and 1,600ft{W for rontingencies and
other uncertainties, we *oted that since 2009, the
availairje surplus power sf between 4,000M1V and
5,PO0ntW was c**siderably rnore t.han the requirerl
reserve. Thc iE$0 expected that the surpiuses will
csntinue in 3015, but eoutrd declin* in the larter half
of this decade when several nuclear plants will ire
refuri:ished 0r retired.

Ontario has been exporting most of its sr"rr-

pius power to the United States rhroxgh the
Iransrnission grid connecting it to neighbr:uring

jurisriietions, ineluding l{erv York, },,{ichigan and

&,11inn*sota. We n*teel ah&t nef export$ irave grown
by 158%, frorn S.2T}Vh in ?006 ro trS"4TWh i{x

2013, r*presenting 3Yo anel 9Yn of Ontario's t*ta}
generati0n, respeeti\reh/.

Howeve4 the expnrt price has l:een well helnw

t}:e artual cost of generating this power. On aver-

age, otherjurisdictions paid only about three t*
four cents per kWh for power that cosr Oxtario rale,
payer$ more tl]an SS per k\&rh t* prcduce because

of the Slobal Ad.iusrmext, an extr& e}:arge on top
of the elecrriciry market price {see rhe section Sig-
;rificant {rnpae{ of G}rlhal ,&dj*strnent mn Time-
o$use X.ares I{$t Traxstrlarent t$ m"at€payer$}.

The teital cost of proeluring the expoxed poliyer $/rls

abour $2.S hillirn more rlna* tlre revenue Sntario
received from exporting thar power berween 2*0S
and 2013. I'{owever, glven that Onrario ratepayers

would still have tc pay for: the produetion of sr:rplus
pswer even if that power wa$ not exporterl, re\renue

frcm exports dirtr help Ontario rarepayers pay lor
parr of the Global Adjustmrnt.

The &4inistry has neither updated rhe prr:je*ed
eosls and henefits prepnred in early 3005 dr.rring

evolution of the in:plement&tion process, nor
traehed the aetual costs anri benefits in nrder to
monitor the amount of net henefits realired. We

ennducted our owr analysis to determine tl"le actu*l
costs and }:enefits t* date, and found as follaws:

With respeer to costs, rhe SEE ccnfirmed that
there was no proces$ to check or update its
projectet3 implemenrarinn cost of $l billiun
anel com:pare ir againsr acrual cost$ t:ecause

the Minister never forrnal.ly approveei the

OES's in:plementation plam" We calcuiared

tl.tat, based on oilr reyien of informatioll suh-

xiued by the distribution rcrnpanies to lhe
OEB, the total r*s[ incurred ]:3r the elistriXru-

fion fornpanles to irnpleme&t Smart Metering
was ab*ut $1.4 hillion up to the end of 2S1I,
or $400 rnillion more rhan the c*st projecdon
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in the OES plan. ?he final total rn;i}l 1,:e higher

still because st:me r!istribution co:npa*ies
were still carrying out i*:plementation at rhe

Nime of our audit and had not yet sul]mitted
altr al tl:eir cost$ to the OEB for review" The

OEE aiso indieated that the $4i::istry, the

iES0 and the distribution companies incurred

additionatr e osts for artivities br*ught in after
the OHE's implementatinn plan was prepared,

including tlle developrnent, implementation

and operation *fa provincial data eentre a{.

a cosf of abour $?49 million (see the section

K"atepayers Charged for fi.edundanr or
Unused Sr*vincial Data Centre $ervieeJ.
As shown in Figure 5, we n*ted thxr as of
May 2014, the toral approximate eosrs of
impien:enring Smart Metering had reached

almost $2 billiCIn.

Withr r*speet t* henefits, oniy 5Yo of the dis-

tril:ution eompanies we eonsulted reported
operationai savings, maixly froxr nc longer
having to send staff to read meters rnanually,

and all nfthese were nfn:od*st size; the cther
95% said they realizcd no savings a::d their
operating ccsts relafing to smarf-merering

activities since irrplementatiol"t had acrually
risen. As weil, ti:e savings achieved by rate-

peyers were so far limited, cortrary to goy-

ernment comrnunicatinns t* the public that
smart meters ar:d TOIJ pricixg would help
"save nloney" and "low€:: elertricity bills" if
appliances were run rluring Off-Feak hours"

In fact, over half of rhe distribution eompan-

ies we consulted received a high volume of
eourplainrs about'*increased bills with no
saving$" from ratepay*rs wirh smart meter$

who paid TOU rates {see Appeyrdix 1). In

addition, several large distributicn compan-

ies analyzed a sample of rheir residentiai
ratepayers and fcunetr :hat a majoriry w*uld
see no reduction in their i:ills after imple,
mentiltion nf TCIU pricing. Therefore, of the
four sources of projected benefirs shnwn in

Figure 4, lwo of them {reduction of distri'bu-

tion courpnnies' operating costs and reductjon

in ratepay*rs'Bnergy ecsts) have not been

athieved, The ren"lainins t1 /o source$ of bene-

fits {avcid ing expansi*n of power- generati ot't

capaciq, ancl deferring nr avciding expansi*r:

ol transrnission a:ld distribution syst*rns)

have yet to tre snen l:ecause, as noted previ-

*usly, the 2010 peak-dem*nd redurtion target

was not mei al:d actual peak demand has

remained relatively srable since ?010.

T* ensure that efty future r:najor initiative ix the

e1 ectricity sector ls i mplen'reated cost-effectively

and aehieves its intended prrposes, rhe Minisrry
of flxergy should:

condr:ct cost-benefit anaiysis or business

ctises prior to irnplenrenting en inilialtve to
assess costs, benefits and risks;

review rhe role of the Ontario Er:ergy Board

as a* lndependent r*gulatar w}:ex minister-
ial directives that in:pact electricity rates are

issued;

eonsider differenr scena:i*s r:r atrt*rnatives

as pa$ ofthe plannlns process to assess pss-

sible r.lrks and ur:rrertainties; and

re-eyaluate anel update the impie;n*ntafisn
pian periodicaily t* identi$, and resp*nd to

changing conditions and ilnfcreseen events

ln the electricity market.

In line with besr praetice, t}:e &,{inistry wi}}
ensure thar the xlroper analysis is completed

ahead of irnplementimg malcr initiatives. nn

addition, ttrre h4inistry will eontin*e to work
w,ith the releva;lt s*ctor participants ir: a pari-

nersh.lp approach ts ensure that crsss sector

ir:itiatives are appropriately planneel and ccn-

slder the re:pective roles afth*se involved.
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Atrso ix line with best practice, the Ministry

respects the n*ed ts *valuate programs o$ a

regular basis to rnaximize ef$ciencies. To this

ene1, the Ministry will work with its agexeies to

re-evaluale the irnplernentation of smart meters,

includi::rg tile potential henefits they coule}

enai:ie thr*ugh the developmenr sf a smarr grid
in 0r'rtario.

Fi$*re 5: Surnmary nf 0CIst$ [nsilned by fntities lnvolvcd in the $mart Metering lnitia{ive, *0S5*?014
prepared by lhe 0ffire {r{ the Audit0r Seneral o{ 0n1an*

Ministry of Fne'gv jan. 2005-
Apr" 2005

[ngaging 0n sxtsrnfil c0nsultant t0
d*velop an implernefitalion stt'ate$r

and Ifi estlnate the benefits of $mart
Metering

1601 lneffertive,m,]l0mentfiti0n snd

Oversight s{ $mart Mcte ring

lnitifitive

l{nv. 2005-
Apr. 2006

[ngaging expe{s fOr lechnieal, sy$tem

and legal support$ during eady

impl*mentation stag0 0f SmEft Metering

4001

?006-?01[ Seveloping Carnmunication ternpint*$

nnd mateilals inr use by {he distribution

companies to rnise public awar*ness anri

understanding of Smart Metering

s4.fi1

Ontarin Lnergy

Scnrd (0[S)
"iul. 2004-
Jan. 2005

Develaping thn implefilentation plan for
$mart M*lering lnitiative requssted by

the tvlinister

4?0 lneffcc{ive lmplementation and

Overslght nf S:nart Metering

lnilintive

Nnv. 2010-
May ?014

[ngaging an external O0nsLiltanl t0 set

time-of-use iT0U) rates

410 Signifi*ont lmpael of Slnbnl

Ad.iustment *n Time-of-;se

Hales l\ot Transpersnl t1l

Rale ;:cyers

\4ar^ 2013*
l\,lar. t014

fng*ging an ext0rnai e0nslrltafi{ 10

assess the impact nfTOU rates oll

consumption palterrs

180 $igni{inant lripaot rf filobal
Ad;.tstrent sp T1'ns 6i"Lr59

Rates fict Transparent to

neteilaysrs

lndependent

ilectricity Syslenr

0pe:,ator (l[50]

2006-2014 Developing, impiementing and operating

a Smarl Met*ring [ntily and a pr*vincia!

dala eentre

160,0001: Ratepayers Charged tor
Redundant or Unused $eruice

Lncnl Dislrlbuticn 2006*2013
ilompanies

lmplementing Snrart Me{ering 1,4$CI,000: lneff*ntive lmplem*ntaticn nnd

Ovcrsighl of $rnart &,{etsring

lnitiativ*

2005*2CI14 $crappingconvertionalf;tnalogrnctcrs 400,000'x Additional eosts nf
lmpleNenting $mar.[ Metf; ring

lnitiative

Totatr ,.,9SS,X*Si

1. ColersactivitiesaddedaftetOEB's2005implernentati0npl0n.0rth0se{rutsidethe0riginal $c0pe0fthesmanl\{eleringlnitiative.

3. T0tal apprsved by the OaB was $249 million up to 2017. This c0sl rs being rec0lered frnm ratepfiyers through a m0nlhly $n'rart-metering charge 0{
79 rents. The amounl up t0 2014 was approximately $160 nrillian.

3. Hydro 0ne acc0unted fot msre lhatl $660 miliion sf lhe $ 1.4 brllir:n spenl by all 73 distribution c0mpanies. Aboui $500 million {mainly tuom Hlilr0 0ne}
*f the $ 1"4 billion is unrler review by the 0Eg a'rd has yet tr be approved by the fiEB"

4. We ri:viewed lhe 0[il's ?005 estlrnate" ln out view, lhis is a leasonable estifiale 0{ total stranded costs.

5. See Figure 15 tor $ther syslem-reaated cosls incurred by the distrbution c0mpanies that we interviewed ancl surveyed.



Our research nnted that the *verage elnetriciry. bill
f*r resid*nrial ar:el small-business ratepayers in
*ntario has }:een among the irighest in Canada,

as shown in Figure 6. Ontarier's rypical *lectriciqr
bill for resie.lential and smalI-business ratepayers

co*tains four categories of charges: fi]emriciry
Selivery, Regularcry and Debt Retirernent. Smart

Metering iras had an impact ol: Ihe tw* triggest

eateg*ries, Electricity and ilelivery, as descritred in

Figure 7. There are rhree key pricing methnds for
the E}*crriciqy Charge, as illustrated ln Figure S.

$ver 90Vu of residential nnd small-business ratepay-

er$ pay this charge irased nn time-r:f-usc (TCI{J}

pririrg, which is enabled by smarr rneter$ Io meas-

ure ahe exact time when electriciqi is used. ?he

remaining 10o,ro pay rither a fi.vo-tiered rate, nften

hecause they live in places where it is not reehnic

ally feasibtre or eost-effeetive ts install sfllilrt meters,

c,r fixed-cnntrart prices to eiectricify retailers, who

do not offer TOU rates,

I ,..t.:

The Electricity eharge eccsunts fcr more rl:an half
*f a rypical residential electriciqy bill, as shown

in Figure 7, and i* rnade up nf two componentsi

the eiectriciry market priee and rhe Slobal Adjust-

ment. The Slobal Adjustment is an extra eharge,

resulting from a Sovernment policy decisicn, that
is tarked ont* the eiectriei:y n"larket pr{c* mainly to
cover t}:ie gap betrveen tlre guaranteed prices paid

to contracted pswer generators and the etrectricity

rnarket price" It exists beeanse most pswer gensr-

ators in Ontario have eontracts with the provincc

that pay thenl rncre than the market priee" For

exainple, most renewal:le-energy generators sueit

ar wind and solar have contracted with the Ontario
Fower,{utirority under rhe Feed-i:: ?ariff program

that offers wind-power generetors .11.5$/kWir and

solar pcwer generators tretween ?8.&*/kWl: and

Figure $: *mmpmrisun CIf Avermge [{e*triciS Sill

{ke luding Taxes} fsr Residential a$d $mall-businesx

Ratepayen*x by previnee, e$ 0f Aflril 3., x01{"
Source ol d*la: Hydru $uebec

16

1J

12

10

Average of all provinee$

B I
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1. Aesidenti0l eleclicily bill was baserl 0n Bverage r.rlepayer with
(0nsur]pli0n of 750 kWhlmorth. $mail-busifiess elsctricity hiil was based
0n avsrsge ratepayer wrth pow*r demand ol 40 k\&/month.

:. 0ntailfr figure include$ 0ntado Cleiln Iner$ Benetit, which is a 1ilV0 rebsts
0rT th. l0tal electdciry bill. ns illustraled i$ Figure I

39.6$lkWh. These csntract prices are considerably

irigher than the &lrerage electriciry rnarlEef price cf
about 3S/kWh.

Our review of trenctrs in the Xlectriciqr (trarg*

noted that the Global Adjustment has cortinued
to increase ts the pornt where it n*w significantly

exceeds tl:e elecrricig market price. This is the

result of many new Senerators, especialiy in the

renewable-elergy $ector, corning online with long-

lerm contracts ju$t &s the market price has fallen

due ro oversupply ol puwer and thus l:een insuffi,
eient to csver guaral:teed contract prices. As shor,r,n

in Figure 9, the Gtrobal Adjustinent incr*ased by

a dramatic 1,200Y0 ]retween ?0*6 and 20tr3, from

O.4t|/kwh tCI 5.5{N,/kW}l, nnd is exi?ected to Sro$/
ts 6.I{/k\&rh by }015. Euring t}:e same periorl, r}re

ilr/erage electrieiqr rnarket priee has droppeei by

46V0, frorn 4.9S/kWh t* 2.7C/k\Sh, and is rxpected
to fall to ?",{4lkW}r by }0}5 due to increasing eXec-

uiciEr suPPlY"

Tl'le total Globatr Adjustment charged to ra:epay-

ers has grown fro:n $654 milliCIn in 2006 t* $7.7 bil-
lion in 2013, as shnwn in S'igure n$. Wittrr more

new contracted generatars, especially of renewahie
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energ),, expected t0 begin prsducing energy e{

higher contraft prices, the rotai Slobal Ad.justr:renr

is expected to Srow further, to $8.5 billion in 201,i

and $9.4 billion ia 2015. Frorn 2006 tc ?015, rhe

lO-year cnmulative actual and prajected Slo}:al

Adjustn:ent is abour $50 i:llliox-afi extra {harge to

ralepayers cver and above the rnarket price o* elec-

riciq,. To pur this into perspeetive, $50 billion is:

sufficient to cover the 2014 provineial defirlr
sf $10.5 billion aXmost five rimes;

Figure 7: CIomponents of tleetrie ity *lll with Hxamples, 201S

{Average T:rpieai Residential Ratepayer Cnnsunr !ng &0S k},rVhl lVlorrth}

Source 0f data: 0nl6ri0 [ner$/ Board (CEB)

ilectrieity [harge The cost uf the artual electricity csnsumed. Prescntnlinr

of this charge nn bills varies, depending an whether ths
retepayer buys electricity from a tjistrlbuti*n con:pany
or has signetl il contrfiet with a retaile r. Over g0% af
lnw-vnlume power ils* ratepfiyers {residential and small
businesses) pay power charges b*sed on iirs-oi-u$s
prie ing, enabled by in$taliation 0f sma$ meter$ (see

[igure S].

{}*r*r$&xtimx

S*mpxxyA

t$)

Slx*rl&*ti**l

$cmpxxy &

t$)

?1" 1 71.1 71.1

0elivery Charge* The cnst of delivering siemriciiy ficn: power-generaling

tacilities t0 ralepayers via high-voltage (lransmissiom)

and iow-vnltage ( di$lri bution ) $y$lem$" lransmissirn
is hanciled prirnarily by ilydro 0ne nnd distributir:n is

handled by the distnbuiinn companies, inek:ding l-iydro

0ne. Cosls o{ implem*nling and opsrating srnert meters

are irciuded in this iine and vary frnm one distributisn
{:cmpany {0 finolher, usually wi{.h highe r charges ,n rilra,

and remote localions. :4.9 11S.S 43.$

Regulatory

eharge

The cost t0 *perate lhe electriclty market find mfiinl6in
the reiiability of the provincial grid. Thi$ inclueies the
nperaticnal cssts 0f thfi ltS0 and the 0ntaris Power

,4uthcrily as well as a portion nf adnrinistraljve ccsts nf
local distribution cornpanies" 4.S 5.1 5.0

Debt notirexert
Charge

fhargn mandated by the &Overnment t0 help pay aft
lhe residual stranded debt nf the *Nd 0ntario l-lydro

that cuuld nnt he funded i:y other revenues. The 2014
Sueiget proposed 1o eiiminnte this charge for residential
ratepayer$ after D*c*nrber 31, 2015. 5.S 5"6 5.3

Slert*city bill befors tax and bensfit *s&.s 192"4 sx$,{}

Harmonized $ales

Tax

The nSYa tex thel t00k effect r:n "luly 1, 2010, replacing
the feder*l g*nds and seli*es tax {GSTi and the
provincial $aie$ tax (PST). x3.$ :5.0 16.3

0ntnrio Clean

Fnergi 8en*fit
A 18% r*ba{* 0n the t0tml ele0tricity bill for the first
3,CI0CI kWh/m*nlh nf elertririly mnsumcd. Rebate is

in effect fram 2011 t0 2015. AnnuaN nost s{ rebnte is

{undrd by taxpaycrs" t1?.0) (?1.8) {14"1}

u See Appendix ? for the Eellvery lharge ci each distlibutroi c0mpany in 0nlano.

*ss.s 1$S.S *&?.*Total Eleetrl*ity Bill



W
erough to pay rhe annual salary of ahsilt
?.3 million Ontarians wcrlcng fultr rime at the
provincial mi::imum wage; 0r
ah*ut 7.5 ti:nes more tllan the $6.6-hillian
spen: in the 20.[?113 fiscal year cn social-

assistance programs sucli as the Ontario Dis-

*bility $uppcrr and Onrario Works progrems

aclministered by the Ministry of Cornmuniqr

and Soeial Serr.ires.
psr ratepayers r,vhose Electriciry charg* is

based *n TOU pri*ing, the filobalAdjusrment norv

accounts for abcut 70Yo *fexeh ?OU rate" Iiven

thr:ugh thr Global ,Adjusrrnenr tras increased signifi-
cantly and accorints for a suhstantial proportior"r of

figure &: Frieing Methuds tor Electricity Charge
S*urcs sf data: 0ntarlo [ner${ B*ard (0[B)

Hect*cityPravider LccaiDistributinnCnmpany Lscalnisiributiune*mBany ilertricityRetailer
Ele*ricity Charge

based on Tirne-of-Use?

YilS

Ral*s vary depending when

el*ctricity is used, r*fleeting

that eisctricily co$ts mnre e$

demand rises {highest rluring

th* day nn weekdays and

l*west in evenings, at night, *n
weekends nnd holidays).

l{CI

Rales are fixed in twn liers

regardless of whnn elertri*ity is

used (a ilwer rats for monlhly

usage ilp tfi a threshold aild n

hi6her rate far usnge over {he
threshnld).

NO

Rates are tix*d by contracts thfit
,atepayers sign wilh retailers

no mfitLer whnt tine nf riay

elnslrie ily is user.l.

ilectricily eharge

Regulat*d by 0nta.io
fnerg ]o*rd (0[3)?

Y[s
0E& reviews and sets 10U and ttered rates twire a year iMay 1 antl
It{nv 1} hased 0n future *ientricity prires estimsled by nn e$ernei
consultant.

NO

filohai Adjustment*

$hawn Snparalely nn

Biil?

l'{0

Glnbal Adlusfmnnt is ble nded intO TOU snd ticr*d rate$, find
eni:edded in the ileetrieity Charge iine on ekclrieity hill.

Y[5

&lobal Adjusrm*nt eppe$rs a$ a

$eparole line 0n fllectdcity hili.

" lhe Olobrl Adju$l''nent is an ertrs charge designed t0 covel the conlract p.ices paid t$ powei general6rs. such as renewahle energy generfilprs. axj th6 c'st
oJ ronssr:,ation programs.

10

Figure $: F{istsrica} and prsjeCIted Electricie CIharge in

Sntario, 2CI06-3015
Soilrce 0f data: lndspendenl flectrilily System Operatsr and
cntaio power Authority

ilectrie ity Market Prioe

filobel Adjustment {04)

?006 2007 2008 :00$ t01s 2011 ?012 2*13 3014.'2015"

" proiected

Figure 1S: !'*istorieaI and prsjected trotal Annuatr

S I *bx I Adj ustment fr ha rged ts f leetrisity Ratepayers

in Sn{eri*, 3006-**15
S0rrces 0f data: lndependent fiectdIily Sysler] Sperat*r and
0ntario Ps$rer Aothoritv
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the T'01J rates, its impa$ is not transparent tro rrost
ratep&yers beeause it d*es not appear on elecrricity
hills as a separate line; ins:ead, ir is emhedded in the

?0{J rates used to calculate the E}*ctricity Charge

(As shrwr: in Figure E, the Gloi:al Adjustrnenr only

appears separately r:n bills o{t}rose ratepayers who
l:ave signed contracts with electricity reraile rs).

during the rlay on weekdnys" The coml:ination of
sfirart melers and TOU pricing was *xpected tn

eneourilge energy cnnsen ati*n by giving ratep&y-

ers information and inrentives to manage their
*leetricity usaSe.

To accnunt for se*l*nal variations in electrieity

consnmptlcn patterns) the OEB reyiews and sets

TOU rates every &,{ay anel Novembeq based ofi col"}-

sulnption and eost projecti*ns made iry an external

cnnsultant with wh*m it contracted. Ontario Regu-

lation 95/05 requires that the ()5S set the T0{-l

rales t0 meet three nhiertives:

recover from ratepayers the full cos: ofelectri-
ciry supply;

refiect tire differences in the costs of supplying
electriciry at elifferent tirnes and seasons; and

provide ratepayer$ with ineentives to change

their tiixe of use.

In order ts etrcourage fonservalion and redute
peak electriciry demand, T*lJ rares and perinds

As part of Smart Meterlng, there are three

rime-of-use (TCIU) rales: On-peak, &tlid-Peak and

Off-Feak, eonsistent wlth the TCIU design in other
jurisc.licti*ns. As illustra.teel in Figxre }"tr, TOI"J rares

vary, depending *n tire tiine of the day, day of rhe

week, and $easo*, ts reflect rhe assumptlon rh*t as

dernand rises, eiectricity ccsts msre to supply" Like

many cell phone plar:s, TOU rate$ are lowest in the

ev*nings, ein we*kenris and holidays; and highest

Figure 3"3":Time-of-use Frieing Feriods in &nt*rio fCIr Xesidentixl and Smali-husines$ RateBayers
Source 0f data: 0nlario [nergy Eoard (0[&]

7

$x1me,r;,Y*,1\1txt

t1.{lDNi&HT

7

N00N I I

We*kends & Honldmys

Mt0t{t&}.JT

NS0ti

\Wimtcr - Weekdays

h{10t\l{i-}T

rrro*ru 11

&m-Fexk

ss)

7

r 7

One 0n-Peak period in the nft*rnnon

{11 a.m.*5 p.m.}, mainly due tn the

incr*nse in air snnditioner use during the
hnttest hours"

Mid"Feak

l',,14 0n-Feak period and all haurs

0f{-Feak, mainiy beeause nf
comparaiively lower averull demand.

Two On-Pe nk pnriods, mninly riue to less

daylight"

* ln {he mnrning {7 a.n.*11 a.m.} when

peopie turn an lights and npplianees"

* ln lhe evening i5 p.m.-7 p.m.) when

people get honre frnm work.
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:nxst be set to proyide an ineentive to reduce usage

during On-Peak times, when both demand and

price are high, ar shifi it tc Off-Feak times, wiren
hoth demsnd and price are lnn.

With respect to the TOU rates, the greater tnre

dlfference between On-Peak and Off-Feak rare$, the

higher the likelihood that rarepayers will change

their usage pattern$. H*werrel we noted that the

differenee tretween On-Peak and Off,Feak rates

in Ontario nlay not be signifieant enough fo pro-
r.ide ratepayers with an incentive t* change their
eleclriciry-use behavlour" $pecifi cally:

Whex TOU pricing was inrodueed in 3006,

the initiai On-Peak*ro-Off-Feak rario \ryes

ti:ree-to-one, meanicg rh;rt Sn-Feak power

csst rhree [imes as much as Off-Peak. Flow-

ever, the ratio had drapped [s 1.&-to-oile at

the tin:e of our audit due ro the in"lpact of rhe

substai:tial growth of the Global Adjusr:nent,
as diseussed in the seetion Signifieanr lrnpact
of Global Adjustment *n Time-Erlu$e Kate$

;{ot Yran$peremt to R&tepeyers. In particu-

lar, the Off-Peak rate rose rhe most, hy 114%,

and the Sn-Feak yate the least, by 29?0, as

shown in Figure 12. As a resulr, the dlfference
i:*tween the rwo rat*s narrowed, redr:c.ing the

On-Feak*to*Off-P*ak ratio and undermining
TOU prieing as an inrendve for ratep&yers to
sl:rift to Off-Feak"

in 2010, the CIES ccmmissioned an external
consultant to study ?SLl rates around the

world and asses$ the appropriateness of
Ontario's TOU rates. eonsistent with our
obsetvat.ian ahove, the eonsulfart reported
that Ontario's On-Peak*to*Off-Peak rafio wa$

"low reiative to TOU programs in *rher juris-

dictions and lvill like1y produce modest rare-

payer respsnse or trill savings." The average

ratio el$eurhere was four-t*-nne, compared to

Ontarlo's .1.8-to-nne. Ttrre Ontarin ratio could
deliver oxly abaut a lYr: dr*p in th* average

ratepayer's peak demand, wllile a fotlr-to,one
ratio rould potenaialtry yielel a drop rhree rimes
great*r. Th* studyproposed severai nptions to

increase the ratio" F{oweve4 following a c*n-

sultation in 2011, the OEB ehose nof tn make

any char:ge }:eeause a :najcriq, *f stakeholders

sai* such a move r,vr:uld i:e prernature in the

absence of rsbust and reliahle Ontario-based

ernpirieal data.

With respem to the TOU p*riods, we noted that
the distrihution af Sn-Peak, &,{iel-Feak and Off-Feak

periads did not fr,rlly refleet actual patrerns of elec-

trici4r use. Sperifiraliy:

There has been a mismatch hetwee]; der"nand

and TOU rate$ on weekday early-evening

hours (7 p.m.-P p.m.), when demand is high
hut ratepayers pay rhe Off-Peak, or trowesr,

rate . The SEB initially $et tl"le Off-Peak period

on weekday evenings to begin ar 10 p.ix", axd

then mrnved ir rn g p"m. in l{ov*mber ?0SS rn

brtter refle* actuaX patterns of demand" I {r;vr"

ever, in response to amendments to 0*tario
Regulation 95105 in lf,erernher:010, rhe OEE

set rhe start of Off-Feak at 7 p.u:., making the

early evenlng hours of 7 p.m. ts I p.m. CI f-

Feak, even tllough dernand renlained high ar

those times, as illrrstrated in Figure 13.

A :013 stuely by an Ontario untversiqr f*nnd
that rhe choices of On-Feak and Ofl -Peak

times, nmmber * se*sons, and seas*n slafi

Figune 1?: Pcrc*ntage ehange sf Time-*f-use ff*U)
Rates and Elertricig F..llar$Eet Frle* lr"t $ntaria,
p00s-3s1&

S0urce 0{ dat0: 0ntario [iler$t Board and

lndependent tlectrjcity $yslen 0peralor
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8ilYr
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end end times used in Ontaria's TOU pricing
were far from oprimal" The study echoecl

our observation that the distriburion of On-

Peak, l\{id-Peak and *ff-Peak periods did
not properly reflect the actual disrriburion of
den:rand. The study also found rhar yrhitre rhe

cllrreut TOU priclng strueture ]ras two sea$ons

(sumxrer: May 1-O$ober 31, and winter;
November 1-"{pril 30}, t}re optimal number *f
$ea$ons sh*uld be f*ur, i:eginning 1\,Iarch 11

{spring}, L{ay 20 (sun"lmer), September 16

{fall} and November 4 {vrinrer) " If the currenr
rwo-season pricillg stril$ure is to he rnaii:r-

tained, the stNdy said, summer should start
r:n Aprii 15 rather than May 1, anel winrer on

Omober .[4 rather than November 1"

.{t the tin:e of our aurlit, t}re disrribution colr:pan-

ies ra,re consuited said they did nor conduct stuetries

lo examine the changes in co*surnption after
impiementation of TOU pricing. The impacts of
TOU pricing rvere evaluaaed in ?013. rvhen tho
Ontario Fower Authority (OPA) and rh* OEB con-

tracted wi{}r external ccnsultants to exarnine the

effuctiveness on a san:pling of ratepay*rs *f TOU

prieing in encouraging co$servation and reducing
peak deinand" Sorh agencies released their studies

in late 2013 wirh similar findings: TOU pricing has

had a rnsdest impact or redueing peak eleman*.i

arnong resielentiatr ratepayers, a limited or unclear
effert on srxall trusinesses, and no ilnpact at ail on

energy conservation" Specifi cally:

In l\over::ber 201 3, the OPA released its stuely,

baseei on 105,$00 resirlential ratepayers in
four distribu:ion esmpanies, and 33,000 srnsll

businesses in awo distributi*n cornpanies"

The strdy found thar TOU pricing liad a far
sn:al}er impact on reducing peak dentanrl of
smaltr busine$ses then it did for residential
ratepeyers. Ilepending on tile distribution
company, the drop in peak elen"lamd durimg rhe

surnrner ranged frorn ?.6% [o 5.7% for resi

dential rrltepayers, but only frorn 0Yo to 0.$%

for sn:al1 businesses. The study als* forind thar

the irnpact of TOU pnicing on energy eonserv-

ation was "limited, being very sn:alX or zer*,"
fnr residential ratepayers, and'-negligibXe and
generally insigr:ilicant" for small busilresses.

trn Deeember 2013, the *EB releas*d irs

study, based on a sample of trCI,O$O residential
I'stepaycrs and 4,00S sma1l i:usinesse$ in

Figure [3: Time-of-use $0lJ] Rates and Averags L'lourly ffieetririg Sennand in Sntarim, May 20lS-Apnit 3014
S0urces 0{ data: lndep$ndent flecldeig System 0peratar and 0nlar$ E}]ergy Board
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15 distribution ron:panies. The srudy f*und
thrat TOt-l pricing reduced peak de:r"land by

about 3.30/o for residential ratepayers while
ils irnpact on srnall businesses was "ambigu-

ous." The study also found tirat TOU pricing

had na significanr impacr on energJ corlserva-

tion in the sumn:er.

We performed further analyses based on mare

{$rrerir data and iarger sarnple sizes. $pecific-

ally, we reviewed consumption pattern$ sf ab*ut
1.& million ratepayers i1.7 millinn residential

ratepalrer$ and 86,000 small br,rsinesses ir"l 50 of
73 distribution c*rlpanies), who paid T0{" rares"

!\rhile 35% nf residential rarepayers and 190y'0 of
sn:all i:rusinesses redured their consumption during
Sn-Feak periods, ttrre re:xaining 65% of re sidential

and &1% of small ]:usinesses did not.

Since tlle aforementisn*d studies lry:he OI1A

and the OEB did nsf specifically eover ratepayers

witl: smart merers who signed fixed-price eontrects

with energy retailers and so do not pay T0{-1 rates,

ure exa:nined the consumption Bat{erns and biils

of abnut 77,S0CI *f ttrrese ratepayers" Given that
rhey paid fixed prices regardless of time of use,

these ratepayers harre little ar no lncefltive ts

ennfine aheir consun:ptti*r": to Off-Feak peritlds,

w}ren T*U rates were lowest" However, we noted

lhat consumptisn patterns of ratepayers paying

fixed-e*ntracf pr:ices to electriciqy retaitrers, and

*f ratepayers pa)"1:1$ T*U rates, were abrout the

same, lndicating tl"lat TOU rates did not provide

ratepayers with suffieient i$certive to sirifi usage

to Off-Fe;rk. We also noted th*t those rarepay*rs

with retail contracts paid an average ofabout $500
more per )/ear for electricity than they woulei have

rrrithout the csntraet$.

' '''' i:: i' 
' 

"

Ratepayers usuaily raised questions and eoficerns

abnut Smayt Metering by contacting the OEB axd
rhe distribution companies. Since 2008, the OXE

llas reeeived about 2,400 enquires and complainrs

relating to smart fl-leters and TOU pricing; al:or:t

two-thjrds *f them questisned the TOU prieing

structure and wl-lettrrer it wnuld save them rnoney"

Sivex rhat ratepayers Set thejr bills directly from

the elistribution c*mpanies, the companies rec*ived

even more enqu{ries and romplaints.

h4any distribution c*n:panies we ecnsulted

did :rot track er.lqulrics and c*rnplaints separat*ly,

nor elld they iog the *atur* sr t).pe of cornptraixts.

?hey r*.ere rhus unat:|e to qxrentify the volume sf
complaints relating to $mart l\{etering trefore and

after its h:rplement*tior:, and couid nor separafe

foneerns about smart met€r$ fr*m those ahout

billing. Witl:out proper tracking and mo:ritoring of
ratepayer concern$, trtey inforrnatisn could nil{ be

collateel t* ielenti$, and resolve eom$lon *r recx.nr-

ring probXems 0n a timel), hasis.

Those disrril:utic* cnn:panies that had tracked

the nature olc*n"lplaints repnrted that a ;najority
*fthe concerns raised by ratepayers relateel to TOU

pricing and fell into th,e fui1ov,,i*g categories (see

,&ppendix tr):

Ratepayers were upset about high *ketriciry,
bills or "increased hills with mn savings,"

lviricir rhey i:elieved r.vere caused by far:lty

$inart n!eter$, bul were in fact due to the

increase of TCIU rates as a result of the signifi-

cant Sro\l,th of the Slobal Acljustment {see

seetion Signifieant lmpaet mf 61nha1 "4.djr*st-
{ment or} Tirre-*f-use &etes Nst Yranspar-

ent ts &etfrpayersJ.

Ilatepayers harl "limited understanding anrl

lnf*r:nation about TOU pricing;" and

Ratepayers had 
-'limited 

or n* abiliq; to

change *l*ctriciry consumpticn," especial[y

srxatrl businesses and individuals at ho;ne dur-

ing most of the day.

For }-lydr* One, Ontario's largest distrin:ution

company and the only *ne owned by rhe province,

we performed additional detailed r*yierrrs sf
ratep&yer enquiries and c*inplaints. ln Fehru-

ary 20 L4, four months after we began our audit, lhe
Onnario Ombudsmax also began an investigafion
i:lt* complaints at Hydro Oxe . In errder tr: avoid
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duplieatinn with :hat ur:derraking, we modifled our
audit sccpe to focns on idenrifiring the ront cause$

nf billing issues potentially relating to smart lneters

and TOU pricing. frf the csmpiainrs we examinerl

at llydro One, m*st relared tn high elecrririty bi1ls

due rnainiy to TOU rates and not to defuctive srnarr

meters, just lik* the ather distribution enrnpanies

n*ted above" ir': addition to rhe irigh-bill concerns
retrating to TOU rate$, we alss identifled a numrber

*f complaints about billing a*omalies that fel] into
the following eategonies :

Eilling $ystem Frmblems: irT l\,{ay 2013,

HydrCI One transitioned to a nelv bitrling sys-

tem. i-{owever, rhe ffansifion was not smooth.

At the time of our audir, Hydro One was

arlapting to and w*rking sn some rechnieal

issues wirh its new system) iiut a;ore cornplex

issues had yer to be lixed. We idenrified
eon:plaints ahour erroxeous t:iltrs, prnionged

estimated l:ills, delayed bills, multiple lril1s or
ll* bi1ls at ail. lhar were due to prohlems wirh
l)le biillng systenl. For example:

In September 20tr3, a ratepayer received a

bill f*r ai:cur 937 milliox as a resulr of an

*rrsr made in cakulating electriciqr cnn-

$ilmption, but F{ydrn One's billing syste$l

did not catcl"l this error. In.Ianuary 2014,

tlee company cancelled tire bill and revised

the alllnunt owing to abott 935,CI00.

{n Septem}:er 2013, a ratepayer with a

smart met€r reeaived an estimated bill
covering electricity lsage for seyen months.

After thal, the r*tepayer received no bills for
five months due to billing-sysrem prohlerns.

ln April 7014", Hydro One issued 1? hills,
all on the same eiate and fsr a total of over

$4,900. Sf rhese 12 bil1s, seve* y/ere to

correft the under-estimated bill issued ur

Septernber ?013 and five were to *'cat*h-up"

on the nu-hill perind since Oelober ?0n3.

A smart meter insfalled in Marcir 30tr2

was fcund ts be nxalfunctinning, and was

replaced in Octol:er 3012. l'{awever, rhe

rarepayer was nor billertr unril April 2013

due to problems in t}.le hilling syste:n. In

April 20.13, the ratepayer received a "catch-

up" trril1 of atlour $4,,00S for usage heaween

March 2012 and April20tr3"

Comrx*n{catisn System Srnir}enes: Ratepay-

ers diel nor receive any bills, or received only
estimate{1 hil}s, for extelldeel periods, becaus*

actual ronsamption dafa was not availahle

due ro connectivity issues between the smart
meters and associated loeal ecmrmunication

sy$tenls. The pr*lilems could b* raused by

non-cor11r'xlunicating snxart meters or by
seascn;rl yariations in systein perfnrmance.

With respe$ to the Iatter, Liydro One's serviee

lerritory inciudes rugged terrai* and exten-

sive foliage that could block n"lerer signals

from reachins the systems, depending on rhe

s*ason. Con:muniration syster$s in one regio:'l

n"lay work wr1I in the fail and winter q,h*n

mosr trees are bare ofleaves, for exan:ple,

bul it may not functi*n properiy in the spring
urhen trees have nevr l*aves.

ln }ecember 2013, a ratepayer eomplained

eboilr receiving estin:ated binls fnr seven

rno*tlls, ranging frorn $4S0 tn $500 per

month, which was about tws to three times

higher rhar: the previnus mo:rrhly bills.
Hydro One found that t]:e srnart meter was

v,rarkng properly, bur it cnuid nst capture

actual meter readings because its colll-
munirarion systenl was not pr*ducing a

signal. Hydro One then ecrrected the over-

estinlated hills and credited the ratepayer

fnr about $1,300 against future iri1trs.

In December 2013, another rarepayer coili-
plained abour reeeiing high esrinlared tli1trs

for nine monrtrls. I-{ydro One founetr t}rat r}re

}:i}trs were based on *$ti:nates rather than
actua] meter readings because the srnart

;neler lA"ras not co{l}n'tunicatimg with rhe

system. }-{ydro One then cancetrled rhe qrver-

esrimaaed bills ancl issued a credlt of about

$2,700 t0 the ratepayer.
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Mixed or eross-&{etering }ssues: }tatepay-

ers were billed irased on error$ a:ising fror:l
smart lxefers connecled to wrong addresses

durlng installation. Hydro One ir:dieared tliar
these issues als* existed prior to the installa-
tri*n uf smart meters !)ut occurred rarely. Most

ratepayers dirtr not notiee *lese issues because

the amount cf the errors was usually not sig-

nificant; in ather cases, however, tl"ley were.

For examptre:

in response to e Jaxuary 2012 query from
a ratepayer a}:out a high biXi, Hyclro Sne
for:nel that four smart tneters in ttrre same

i:uilding had beex mistakenly wired inro
the wrong arl*iresses, ant"l that the rate-
payer who e*mplaixed had i:een oyerhilled
hy ahout $1,000"

In response to an enquiry fr*m ancther
ratepayer in April 2013, Hydro One f*und
that a sn-lart ineter in an apartment was

*rr*neously cnnneeted to ans{her address,

and thar the ratepay*r was nverbilled
by about $20S from Noyember ?012 [*
Mareh 7013, wher: [he smarl m€ter uras

ineorrectly connected.

Seasnna] High Eills: Uclike orher disrri-
bation companies, Hydro Sne has wieler
geographie coverff.ge and mcre seasonatr rate-
payers wtro oin n residential prsperties, such

as cottages in mral or rernote areas, in addi-

tion to their prirnary residence. Xv*n ttrrough

seasonal ratepayers used their properties

mainly cn weekends and irolidays, they srill
received high electriciqr bills" F'or examptre, in
February 2014, a ratepayer comptrained of }:ills
totalling $10OC & year on a comese thar was

only used six mnnths a year. The rarepayer

amributed the high hills tc a faulty sr.narr

{neter} but Hydro One {ounrl that the srrlart

m€ter was funclioning properly" We idenrified
cther similar ccmplalnrs thar were caused by
o,re or all olthc follor,r irrg reasons:

The Eieetriciqr Charge on seasonal rate-
payer bills yose beeause nfthe increases

of ail three T0{*l rares (see seerion Sigmi$i-

cent {$}paet of Sloba} Adjustn:exf u:r
Time-of-use R.ates lSmt Transp&yemt ts
&atepayers) "

The Delivery Charge to seaso::a] ratepayers

was }:igher than for qrpical resiclentiai rate-

payer$ because delivering power to rertoae

seasonal properties through foresm and

around lakes requircs more infrestrxcture,
sucir as patres, lines and transformers, and

is therefcre more exp€nsive ttran service tn

more popr"llated areas.

Seasonal ratepayers were smrprlsed b,y

rhe unanticipaterl eonsequence of hilling
changes after smarl-rneter installario;:. For

examptre, before .insralling sm&rt rnetel:s,

Hydro One wouid issue fcur biils a year

t* seaso:"lal ratepayers-ane based on an

actilal ilteter readir:g carrled our tly }-tydrn

One sraff at t}:e ratepayer's premis*s, and

three baseel on est.i:xates. After tlle instal-
lation of srnart {n€ters, nrhic}r enable TOU

prieing to measure the exact time when
e.lectrieiqr is used, seaso*ai ratepay€rs

}:egan to receive much higher hills in the

sutllmer and i*rver hills in the winter.

"&r the time of our audit, we nored drat }{ydro
One }:ad been raking $oine aetions ro resolve the

existing biXling issues. For eNample, Hydr* One nras

impr*ving its training to euststner-service staff;
providir:g refunen opdons [a chequ* or a creelit on

aecount] fo ratepayers nrhn rq,ere *verhilled; w;*iv-

ing late paynlenr e}-:arges; anri not seceXing diseon-
xectiorl notiees to ratepayers who experienced
biiling issues eauseri hy ldydr* One.

T* ensure thar the comt:inati*n of srnart nletel:$

and tim*-cf-use {TOU) prieing is eife*rlve in
chan ging rale{}ayor e}ectriciqy,usage patterns

ta r*duce peak electriciq, demanci and reiated
infrastructure costsj and that re.tepayers

u:rderstand tlle lmpacls *f TOU pricing *n their
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eiectrieiqy bills, the Ministry of Energy sh*uld
workwirh the Ontario Hnergy Board andlor the

distrii:urion cumpani*s to :

evaiuate TOU pricing desig:r, inrlueling TOU

rates, TSU periods ard the all*catio:r of the

0loba1 Adjustment across rhe three TSU
rafes;

mo:ritor trends in rarepayer elee tricity
consurnprion to evaiuate t}:e effectiveness of
T01J pricing aver time; and

diselose the eompo:lents of the TSU rares

{ele*ricity raarkea price and Global Adjast,
ment) separately on *lectriciq, }:ri}ls sc rhar

the i:,npact of the Global Adjxstment is rrans-

parent f0 retepayers.

As established in the Ontario finergr &ocrci Acr,

1998 a:rd prescritred in Ontario Regulatian

95,/05, the OEB is responsibtre fnr serting rates

for r*sidential and small business cLtsaomers on

rhe Reguiated Priee Flan {RFP}, which includes

time-of use (TOU) pricing.

TOU rates continue to evclve as the province

tlalances bnth systern and customer benefirs,

and as we learn xiore about holtr consumer$ are

responding to TOU rates.

Further analysis is under way and rhe Min-
istry looks forlr.ard rs the 0[B's planned review
of the RFF and TOU p::icing that is rurrently
unrler way.

The OE3's RFP reyiew is rirnely in that it
lvill build on the robusr analysis of the actual

irnpacts of T0{J pr:ices in Ontario t}lat }rave h*en
rompleted by the OHB and 0Fl\.

The OHB is undertakixg a review of T0{-l
pricing. Tirat review wiltr consider a1l of rhe

nlatters identified by the Audit*r Generatr,

includixg the structure of the IOU periods, the

TOU prices, ar:d the forecasrixg of the cssts and

the Slobatr Adjustrner:f t* be recovered in thos*

prices. We anticipate thal {his review rryi}l be

eompleted during the OEB's ?S14/15 fiscal year

The OEE would be pleased to w-ork with orher

agencies and with the ldinisrry regarding any

further revi*v of TO{J p:ices thal tire Ministry
may eonsider appropriate in the circumstancf$.

To ensure thef r;ltepayer comcern$ are addressed

properly and in a tir:rely i-Ilanner) and t?:at clear;

riraely and aeeur:ate bills are issued to r&tepay-

ers, the &{ini*rry of Energy shor:ld w*rk with
the Ontario Energy Soard, Hyelro Cne and other
disrribution companies to:

improve tracking of the nat*re and eietails

of ratepayer enq*iries and complaints tn

iclenri[, and mottitor colnn]on or rectirriltg
coneerns;

better edurats ratepayers about tn"le impacts

of time-of-use {TOUI pricing and orher fac-

tors or1 eiectri*iqr bil}s, as well as the root
eauses of potential melering *r b.ii.ling issues

and whar is heing done to address them; and

identi$r and fix a11y pro6len:s with ttreir
billing system$ and l*cal eomm*nicati*n
systerrls on e timely hasis, anel monitor rhe
perlormance olthose sysrems o\er timc to

reduce ratepayer eomplaints triggered by
these proble:ns.

trn acc*rdance with the 0rurrrio flne rgr.&ocrd
Acr. "7S98, rh* CIHB is resp*nsible for proreeting

the interests cf consurners with respect to prires
and the adequacy, reliabiliqr and qriaiity *f etrec-

triciqr serviee"

trn line witir these ob.ieeriv*s, the OIB has

xrade customer focus one of f*ur prineipal out-
csmes for trccal distriburiox cor:panies {LSCs}
as part of its Renew*d H"egulatory Frmmework

fcr Hlectriciqr.

The h4inistry weleomes the ir:trodueticn af
specifie rnetrics relaterl to customer satisfacticn
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as part sfits scoreeard to ffleasure and i:ench-

mark LDe performance sn ail annual basis.

ln particr:lar, fro:n 2014 on, Lles u,ill he

required to report t* the OHB on their effeet-

iveness ar addressing customer complaints,

c$storner satis&.cfion survey results and perform-

ance wittr respect to targets for i:illing eccuraey.

The &4inistry rnrill ask the CIEE tn consider

whether any atlditions or reyisions to ifs

new fran:ework are required in light of this

recomruendation.

F{ydro One serves over 1.2 mil}ion rateX}eyers

*cro$s 0:rtario and issues over I million bil1s

n"lonthiy. Tlle implemenf&tion of Hydro One's

new trilling systeln in l\,{ay ?013 has }ed tc billing
issues for abouf 6olo of its fustomers. Hydro One

has he*n working to enmmunicate with ratepay-

ers and make them aware of its pians tc &x the
teei'rnical issues and improv* customer serrrice.

At the time of this audit, approxirnarely 1"8Y* of
cLrs:omer$ were impacted" $inee Februa::y 2014,

flydro Sne has raken scver*l actions t* ixlprove
its cust0mer service, includi:rg:

reducing rhe number of ratepayers wl"lo have

not received a bill {br a prolonged period of
time to 0.SYo, improved from 5?o;

deereasing the number of ratepayers who

hav* received only estirnated hills for a
prolnnged period of ti:ne (currenttry 1${r of
i{ydro One's customer base);

introdueing a 10-day eommitment far resolv-

ing cllstomer issu€s, wirh a resoluti*n within
10 days or by a pron:ised date;

changing call centre training. increasing

rhe number o[ customer-sen ice-cent re

agents, and inrroducing new p*licies sueh

as interest-free palment plans for custorners

wha have receiyed bills eovering long billing
periods and wairred serice eharges for rate-

payers affe*ed by hilling issues;

adding & new section to ldydro One's wehsite

lo in:pr*ve ratepayer understanding of
billing and metering issues; and ansr,ve: rate-

payers'cornmon questions on high bills, rhe

impact of cold wcather on elecyicity con,

sLlmpiion, meter readings, rneler accuracy,

smart meters and the smart-meter *etwork;
enhancing customer eall tracking rr identi&r

and rcsoli e enrerging irsues:

exploring ri:e implernenration of a llew cus-

tsmer commitment tracking and lnernitoring

soluticn;

establishing a $erviee Charxpion,Advisory

Panel; and inviting external experts to

provicle adviee to l-{ydro One's president and

CI0, review Hydro One's custon:er-service

performance, and make perforrnance results

pubhc; and

continuing to fix and mcnitcr the teehnirnl
pro!:lems wirl: its new bilning sy$aem,

improve *all centre staff capabilities to

address eustomer serviee needs, and

resolve the associated romplaints faidy and

prorilptly hy prorriding paymenr arrengemenl

optiors and waiving late payrnent eharges or

any other penalties to ratepalrers rvho w*re
affected by these technica] problems.

There are three major qypes cf rosts associated with
Srnart Metering: eapiral eosts {for n'}eters, com-

munication infrastructure, installarien and clata

$ystems); ongoing sperating eosts for meter resd-

ing and services; and stralldeel costs for scrapping

o1d ;lnalog meters. T}:ese costs are reeovered fr*m
ratepayers tl"rough rh* Delivery Charge, wtrricil is

rhe second largest cornponent ofa typical ratepayer

eleetriciqr bill, and 1s,hieh varies frn:n one disfribu-
tion company to anorher: as iltrustrated in S'igure 7

and Appenelix 3.
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As illustrated in F'igure 7, a typical residential

electricity }:ill varies betwee* $108 per month and

$ }96 per rnonth, elependixg on where the ratepayer

iives and which distr.ibution esfilpany provides

the serviee" Ofthe fonr categories ofcharges
(SXectricity, fielivery, Reguiatory and Debt S"etire-

rllent) that make up rhe eleetricity hill, the *elivery
Charge aceounts for the largest varlatiox in costs

smong distributian con:pani*s, ranging kom abnut

$25 a month to $111 a morth, witil the average af

abo{rr $44 per rnonth, as s}rown in Figure 7 and

Appemdix ?.

In ?012, the Minister of Inergy established the

Ontario *istribution Sectcr Review Panel to adr,ise

the governmefit on hcw t* ir::prove effiriency in the

distribution companies with rhe aim of reduring
the eost to r&tepayers of electricity distriirution"

The panel's research and analysis showed thar the

currena approach to delivering electriciry has treen

costins ratepayers more than it shor:id. In particu-

lar, cnmpared to their larger coanterparts, s:naller

distributiox cnrnpanies tended to harre higher per

capita operati::g ccsts, r,vllich were passed on to

ratelJayers through the Delivery Charge line on

electriciry bills. As a result' ratepay€rs of srnaller dis-

triirution eompanies paid :n*re for their eleetricily

than ratepayers of larger distribution rompanies.

Given the varying sires of the distril:ution compail-

ies, and their varying Delivery Charge, the panel's

key recornmendatinn ryas t$ merge the existing

distribution companies into eight to 12larger ones

t* improve cost-efficiency and ensure price statriliry
fairness and value for rnor-ley in the electriciry-distri-

buti*n sector. The panel expected that eonsolidation

wor:ld heip reduce seetrr-wide operating costs iry
20% in areas such a$ eustolrrflr service, billing, facili-

ties maintenance and adn":lnistrati*n 
"

However, we noted that th* panel exctrr:ded the

two trargest distribution cornpanies with high costs,

Hydro One anel Toronto l-{ydro, whe:: con-:paring

fhe costs of different distribution eonlpanies. Siven

that these twn distribution coxrpanies hav* llellv-
ery Charges higher rhan the provincial average, it
would be worthwllile fcr rhe Ministry, in conjunc-

tion with t}:e OHB, to strldy the ccst imptriaarion for
ratepay*rs from consolidatiun t* reduee the varia-

tions in distribution-{otnpany eo$ts.

. ' . . : .'

The dis*ibution enn:panies rec*ver all costs associ-

ated wlrh the implementetiom and operation of
t.heir smart-metering syste{]-]$ from ratepayers

thmugh the Delivery Charge lir:e on electricity biils,

as discussed in the secti*n Vmriations in Selivery
eharge b*tween &istributi*xr eompnnies. There

are 73 distrihution companies acrnss Ontario, eaeh

responsible for procuring, instaiiing and elperating

s]rlart-$1eter systefi'Is. Xach disrrihution cornpany

negotiated with different vendors to proeure sys-

tems for their regions. As a resuJt *f the diffe rent

c*sls incurrerl Xry disrrihLrtion corrpanies, we noled

thal the ayerage cost per meter raras atlout $19il,

t:ut varied significantly, ranging from $&1 per meter

at one {iisffibiltion c*mpaxy to $544 per meter at

al:other. Such r,vide yari*rion lu",as due rnainly to ges-

graphical issxes in service aneas axd tire degree of
apfrcnt expen$e$, such as project-rxanage:menr and

system-integration c$sts. These two factors were

particulerly significant a[ ]{ydrn One, Onlariu's on}y

provineially *u,ned distributi*n company.

.A"r the tim* of our aurlit, we noted thar the

costs incurred by Hydro One in irnptrernenting

its smart-rnerering project were significant" ir"l

Secember 2006, !{yelro One's Soard of Sireetors

approved $670 milllnn for the project. Ey the end

of 2013, Hydro One haet spent over $660 millinn

{inc}uding aboul $490 rxitrlicn on proeurement anri

installation cf snlart meters and associated com-

munication systems, nnd about $170 rxiiliCI;: mn

sy$tem development, integration and autonlaiionJ,

which was aLrout S0% of the $1.4-billion rotai
provinre-wide irxplementation cosr-anel mcre

than the other 72 distribution c*mpanies cornhined
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{see t}re section trneffeetive }xrplementation and
Sversight sf $rnart Metering Initiative). How-

ever, I-{ydro ilne installed 1.2 mil}ian smarr merer$}

rnrhich represeilts nnly ahour ?50/o of the 4"8 rnillion
smilrt merrrs installed in Ontario. Of rhe $650 mil-
lio:n spent hy Hydro One, our review of rhe OEB's

records noted that abour $440 millisn has yef to be

reviewed and approv*d by the OIiB.

Hydro One's high cost$ were partly the resulr of
installlng smart meters and esrahlishing communi-
cations i::frastrueture aeross its large a::d diverse
geographic service area, which ineludes a mix of
urban, rurai and :emote regions. Another factor
was t.he higk contracr fee pairl to a priyare-sector

vend*r for system integration.

1n ,\ugl"rst :007, the OE& also ncteei that rhe casf

incurred by Hyrir* Slre at rbar dme t* imple:nenr irs
snrart-metering prnject was already high ccmpared

ts other distributlon companies. The OEB indicaterl
that a speeiai comment was rvarranted lvith respect

ro F{ydro One's substanda} expenditures on a crn,
tract for projecl malragement with a prlvate-s*ctcr

vendor. In particr:la1 the OEB reported a concern
raised by one stakeh*lder grnup: }{ydno One l-rad

substaxtial inlernal management rrsources anel was

likely lhe most experienced distrii:ution cornpany
ir: deaiing with big projects, so ir was hard tc under-
stand why it had to retain the ve*dor at such a large
contract cost. At the time of our ar:dit. we reyiewed

the contraetillg process and noted rhe following:
In il4areh ?005, ltydro One issued a 8"eqL:esr for

Proposals (RFF) to selertvendors in four areas:

Smart Ineters, c*mmunicalions, meter-deta man-
asement] and systen: integraticn (inck:ding project
rnanaseil)ent and various c*nsulting services asso-

riated with track-offiee functions and operations) 
"

W;th respcct to t:;e system-integration csntract,
eigl-lt vendors bid an the eontraet, and Hydro One
set up an H"FP [valuation Team to assess eaeh pr*-
posal. We noted that F{ydro Sne did nct effecrively
m&nage ils vendor-seiecrion processl gsvernafice

structure and ccntraet costs. Specifieally:

The proposals suhmitted by different venri-

ors wcre not c*mparabie, and so it was

inappropriate ro assess therx tnge|ller. ln
particul&r, nnt altr venclors submitted prices up

to 201&. Wl:en we asked for more derails axd

*xplanatic:r, Hydro Sne :r":anagenlent s*.id

they coulel pr:or.ide only speeulation and an*r,
elatatr responses, t'eeause the key employees

in the RFF Ivaluati*n'l'eam lvhn wnrked on

the initial stage *f lhe project were 1'lo ionger
witl: Hydrn Sne. When sre inter\.iewed these

forrner ernployees, they ecnfirmed that, apsrf
frcm ti:e RFF Hvaluati*n Tearn's scortng sheet,

ttrere rvas no orher docun:entadnn on file t*
explain honrr the scsres u/ere assigned.

The I1FF Evaluation Tearn selected the syste:lr-

.infegrarion vendor hased on severai criteria,
inctruding price. However, pricing evaluation

was not based on the overall contract cost.

Hydro One explained thar since t}:e smart-

:"nctering pr*jeet wauld span n':ultiple ye;rrs

hased on xew techno]*gy, the overall colrtracr
csst eouid mnt be fixeel eiue t* the "unknown
naturc nf ali the business requiremenrs at the

tin:re *f tlre KFF." An appropriat* !l,FF pr*cess

woutrd require Hydr* *ne ro understand and

know more about what it larants i;"1 its smart
$letering prnject, and to speeifu the require"

ments for the ventl*rs ii: suffieient detail so

rhat rhey eould develop an approach to the
pr*je*r" Granting a c*ntract t}:rough the RFF

proce$s with*ut arquiring enough knowledg*
about tl"le busiuess requirements could lead to
risks ofsignificant cust increases due to chxmge

*rders. Carrying *uf a R.equest feir Information

{RFI} proeess, w}dch is designed m roXlecr

msre inforrnatinn frsm a br*ad base *f por*n-
tial vendors prior to the RF'P proeedure, wnulel

help redure such riskr, p;rriculartry for a pro-
jeer of this sire irrvolving emerging teclmology"

In,4pritr 2CI$5, Hydr* Sne seleetecl rhe syst*m

.integratlon yendor. $ince then. l-{ydro One

entereej into mulriple coutracts with this same

vendor, and approved a numberrfchange
orders. Thn costs associated with these con-

tracts have increased signifiranttry, wl-liah in



rc
turn eontributed to L{ydrc Sxe's }"ligher cnst

per meter than otleer elistribution compxnies.

Specifieally;

At the tirne of our audit, the total ccntract

cost pald by Hydr* One to the vendor

exceeded $125 miliian. Our review of
Hydr* One's i:oard minur*s ncted that

the hoa:d received no specific derails on

rontracf fees paid to lhis venclor" }-{ydro

One exptrained that the board detregareel

the responsibility to oversee cost details to

F{ydro One management" F{ydro S*e alsc

indicated that it managed the contract al:{)

project exsctltion according to e prograil'l

governance pian" }-{owever, our review r:f
rhis plan noted that it was developed by the

vend*r and did :]ot include }-lyelro One's

b*ard in tire governance strucfure.

The initial contract set tlxe fee al a max-

imurn sf about $1.1 million, and speeified

that tire scope was to suppsrt rhe rollout
*f ?5,000 smart meters, and to continut
design, proof-of-ecncept and planning

activities. ?he eolltract ended up sup-

porting the deployrlent ofjust 2,000 smarl
me{*rs, }:ut t}:e actual &e paid by Hydro

0*e arncunted tp $1.7 million, which

inck-rded addi:innal costs arising funm

change reque$ts ancl reimburseruents for
ffavel and other expense$.

Hydro Sne, as a erown corporation,

is required ro f*tr}sw the g*vernment's
procurement policy, which says that any

csntract l:etween the organization and a

successful vendor mu$t jle formally defined

in a signed written doeument i:efore goods

or services are provided. I{owevel }-{ydro

One signed t]:re initial conrraer with the

vendor on April 25, :006, :hree rxonti:s

after the vendor had already started work.

$imilarly, a second contract was signed

on Augusr 31, ?00S, two n:*nths after tl"le
vendor had already eornmenced work.

After the first fwo contract$, Hytlro Sxe

signed multiple contracts with the same

veilel*r fr*m 2007 tCI 2iltr0 lrrithout a

rompetitive proc*s$, even though bcth the

initial and second csntracts stipulat*d that

Hydro One llad tir* option to lools for other

suppliers to complete subsequent work. lf
I-{yelro One did not Ll$e t}re same vendor

again f*r subsequenr work, 'both the initial
and rhe seccnd conrrarts speeified that
Hydrc One would have to pey an additicnatr

$462,CI00 ard $650,000 respectively t}:at
the ve*dor had inirially offered t* Hydro

Sxe as a discount, a*d cauid not u$e cer-

tain products deliverecl by the vend*r for
any RFP or *th*r procurernena processes

in the ftitnre" Hydro One explained t}:ar

the smart-rne:ering prnject was a rnr:lti-
phase one, with each phase proceeding tn
eompletion *l ttrre previoxs phase aad at

tire sotre discreti*n nf }-{ydro 0*e. }{ydre

One further inelicated that since the initial
contrafl had been awarded thr*ugh a com-

pctitive process. rherc nus no rcquirerrrent

tc c*nduct separate competitive processe$

f*r subsequent phases"

tl

Apart fror;r smart-rnoter capital and operating costs,

there rciere other expenses reladng to.impiementa-

tion of $rnart &4etering, inclueling rhe disposal *f
analog meters and the future replaeement of srnart

melers, tilat will have a signifieant irnpact *n elec-

triciry bi11s.

The installation of abcut 4.S miliion smarr

meter$ in Ontario rendereri millions of conven-

ticnal anal*g n'reters otrsclete, making it necessary

Io r€tire and dispose afth*m soonerthan planned"

The distribution companies we corrsukecl said the

axalog rneters they had to scrap were stiltr in good

shape and c*uld have been used for anctller five

tt 16 mcre years. The expen$e ofscrapping analog
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m€ters became part uf the sc-caltred sfrended costs"

added to the costs *f procuring, installing and

operatirlg sr$art-mc{ering systems. The SEB allows
distril:ution cnmilani*s to ful1y recover $rrended

costs from ratepeyers througil the Delivery Charge

on electrieity hills. ,4.s *f January 2011, rotal

stranried rosts would be absut $400 mittrion, which
represents the net haok value of tl"le ohsolete xnalog
xreters as reported in the 2005 OES implernenta,
tian ptran" As sueh, this $4ilS miliion more reliably
eaptures stranrtred costs than the $tr85-milXion

amount in stranded costs that the distriburion
cornpanies had reported in their smart-Ineter-rost-

recovery applicarions t* the OEB at the rin"te of
our audit" Xn our riew, this $185-miliion arncunt

is inc*mplete because it represeirts only the costs

the distrll:ution e*inpanies are recovering through
the appiication prsce$s to the OfB l:ur nor rhe costs

thar they are reccvering through other n"leans,

such as writing off &e value of their analog il-lerers

ontright and aceelerating the depreeiation sf ttreir
amalcg rneters.

Apart fror:r rhe strar:.ded eost, another additioxal
cost is related tn the replacement of smart {neters,

which u'il} likely further inerease the Delivery

ellarge on elecirieity bills berause smart meters

would be sulrject t* earlier and rnore kequent
replacement ttrran analog meters. The estimated

useful life for a qypical srnart meter is 15 years,

eampared to 40 years f*r an analog meter. The clis-

trihuticn c*mpanies we consulted said rhe 15-year

estimate is overly oprirnistic because smart meters:

are suhject to significant tectrnclogieal chan-

ges, :xaking it difticult tc uraintain hardwxre

and softrryare for the first-generation meters,

which do not ]rave the advanced funcrions of
newer models;

have complex featur*s, sueh as radio com-

mxnications and digital displays, which are

subjec: tn higher malfunction and failure rates;

are similar to otller fypes of inforrnation tech-

nology, f*]nputer equipment and electronic
devices in that they are backed by sh*rt war-

ranty periods and require significant upgrades

or more lrequent replac*rnents as the t*cl"lnol-

o3y maturns; and

wili likeiy }:e *bs*1ete i:y the tirne they erre

re-verified as required by the federal agency

&{easurexlent Canada every six tc .10 years.

Costs relating t* repl;{een'rer:lts wili }re subject to

OEE review and approval. {f the OE& d*es uot allow
rhe distribution corcpany to recovetr these costs

from ratepayers, the dis:ril:urisn campany will
seek recovery ttrrrough ot]ler {ne*ns {fcr examp}e,

passing the costs on to t&xpayers andy'*r redueing

the dividend$ that the riistributio:: eompany pays

to the municipalityJ. At rhe disrributlsn corrpanies

we visited, we nnted eases of mass replacernents of
$ir1ar! illeters triggerertr hy technclogiral advanres

and rnalfunetinns. For example;

In ?S13" one large rlistributisn eomp&ny

nctified rhe OEB that 96,$00first-generation

smarl rneters installed in !,006 had to be

replaced prisr to their nrrrnal r:etirement date

lo take advantage af improveri funrti*nahty
pravided by updated technolmgy" The new

meters have 10 times the memory retention

of first-generatjol'r .meter$, and prorride a "last

gasp" function that allows them t* eletect

imrninent power sutages. The distril:utior:
company foreca$t that 37,SnO first-generation

]neters woulcl tie replaced )ry the end of 3S2S,

and projected a $2"S-millio* l*ss on disposal

*f these older smart meters. The rstal eost of
replacing these meters was $et at $11 million"

In ?012, ansther large riistrihution e*urpany

idenrified a eoru:municatlon defeet in a specific

batch nf 71,000 snxfirl meters, and had tn

rtpl*ce theni all regardless nfwhether they
malfunetioned, because they rvould eventualtry

faitr. The disrribution c*mpany had already

replaced a}:nut 62,000 cf ttrr*m *ne1 expected

to complete the joh by tire end of 1014. Fram

2S13 to,,{pril 2014, t}re distributi*n cnrnpany

incurred $&.7 rnillion in reptracen:ent coslsj

}:ut it expected to recrver ar least $2"3 :ni]lion
of that csst from th* vendcr under the eorx-

mercial terms of the warransr.
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To ensure tl-lat the u::.anricipated costs incurred

by distributi*n companies in i:r:plenrenring the

$rnart Metering Initiative are justified, and thar

any significant cost variations arnt:ng distril:u-
tion conipanies are adequately explaixed, the

Ontario Inergy Board should perform detailed

reviews of distriburion-eonlpany costs, including
an analysis of eost variations Ior sin:ilar services

afi rong different distribution companies"

The OIE has r"el.iewed the prudence *f sn:a:t-

meter costs ineurred hy most distributicn
eompanies through the 0[S's hearing proces$.

These reviews toe;k ixto aecount the require-

n:ents of Ontario H.egulation 426106, tire cosrs

ineurred by the distribution companies seeki*g

approval and the vadati*ns ofthe crysts incurred

by different disrribution campanies. .&ccord-

ingly, the OXB does not &nticillate undertaking

additionai analysis nf those sm&rt-rneter eosts

thar have already L'een reiewed :hrough the

OEE's hearing process. However, several distri-
bution companies, ineluding F{yclr* One, }rave

not yet applied for reeovery of all of rhe smart-

lneter eosts tirey have ixcurred. Onee those

distribr"ltion eornpanies apply for such recovery,

the OEB will rerierru tlle prudenee of those cssts

in acrordance witl"l the factors set or:t above.

To improve cost-efficiency of the distril:utisn
campanies and reduce variaficns hr disrribu-
tiox companies' costs, the Ministry cf EnergS',

in conjunetion with the Sntaric Energy Boarrl,

shoutrd for:nally cnnduct a cost-henefit analysis

into eonsolidating distriburior companies as

recommended by the Ontario Distributisn Sec-

tor Review Panel.

The Minister of Hnergy has committed that gov-

ernmen{ wili nnt legislate *r {orce eonsolidation

rvithin the distribution seetor. The gcvernn:en{

is locused on delivcring ralcpayer savrngs

thrnugh vsluntfiry eor:solidation on a eommer-

cial basis and in the best interest ofratepayers.

The government saught irrput frorn the lociil

distribution companies {LDCsl to create effi-

ciencies and deliver savings tn ratepayers while
at the same rinre positioning the disrribution
sector lo meet the challer:ges of the future. The

governrnent csntijlue$ to challenge |.DCs fo do

::1ore to in"iprove efficier:cy and reduce c*sts for
ratepayers.

l{yelro One and its larg* distribution cus-

fomer i:ase ean act as n catalyst for ccnsoliela-

tion try seeking aequisition and parrnership

*pportunities. The government expects that
tr-{ydro Onc will oniy pursue opportunities that
are eeonourieally viabtre and in tire best interfist

of rat*payers.

Any change nf cwnership in t}:e loeal distri-
burion seetor is sub.|eel to Onraric Energy Eoarel

approval"

The 0[8 trras undertaken a num]rer of initiatives

to ilr:prove the cost-efficiency ttf elistribution

eompanies and to address any regulatory bar-

riers tci ennsolidate tlle r.listrrbr"rrion cornpanies.

The OEE wculd be pleased t* rrlork rvith the

iWinistry regarding any further eost-llenefit
analysis of riistriirutio::t-company consoliclati*x
t}:at:he &,tlinisrry may eonsider appropriate in
the cireumstances.

To e*sure that any futr"rre project is imple-

mented cos:-effeetively and in compiiance with
sound L:usiness practices, Hydrc One sh*uid
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review end imprsve its ccntr*cting and proeure-

ment aetivities, such as retaining adequate

documemtaticn to justify vendor sele*ion and

evaluat.lon and acquiring enough knowledge

about a prcject's business requirements before

issuing a Request for Frcpcsal, to minimize the

risks of signifi cant contract-c*st increases.

The Requesr forPropos*l {RFF) pr*cess for
Hydrc One's smar:t-rnetering pro"ject was eom-

pleted in April 2005. $ubsequent to the I{FP pro-

cess and the Audit*r General's audit on l'{ydro
On*'s.{equisition of Goods anel Seryiees in ?006,

F{yclro Or:e developed an evaluation guieleline,

which requires documentatinn of detailed nnres

to substantiat* the evahiation scores.

Hydro One agrees that i{ is sulrject to rhe

governmeni's procurernent dirertives. Hyelro

One has cornplieetr with such directives and asso-

ciat*d amendmexts since the first dir*ctive was

issued in July 20fi?. In ?009 and 201S, l-{ydro

One also changed its internai policies to comply
with the government's travel and expense and
procurement directives. For exarnptre, I-{ydrc

One no lcnger reirnl:urses its consr.rltants fcr
meatrs, hospitallty or incidentals, and continiles
lo i:eimburse expenses related tc flights, train
and car trayel and hotrl rooms only if such

expenses are agreed to in rhe eonrracrs anel pre-

approveel by Hydro One.

F{yriro One also agrfles f}rat a Requesr for
Infcrmation (RFI) process is a useful tool to
assess the market, determine business require-
rnents, andlar estiirrate prcrject costs. Responses

to R.pis con*itlute fo the eontent of an fventl-lal
RFP docunlent. The RFI is a procurement t*ol
rhat Hydro *ne noyr empl*ys.

llata eolleetinn anel rl"lan,igemenr ls an intportal"tt

compoilent *f Smart &{et*ring ts ensure fhat accur-

ate and timely mefer-reading data is available from
rryhirh to prepare ?OU-trrased bilis {or rarepayers.

trn July 2006, the governmen[ appointec] the

lnttrependent filectriciry Sysrem Operatnr ({ES0}

as co-ardinaror ofthe Srnart l\{eterilrg System

trnr.pien:entatinn Program. A key IES0 respcnsit:i}-

ity was to estal:lish the Meter Data &{anagernent

and Repository {provincial c}ata centre}, to provide

a com:non anel central platferrn for processing,

st*rin$ and n:anaging smari-flxefer clata to suppfirt
TOU pricing.

In July 2CI07, the government designared the
IES0 as a $mart &{*tering Xntiry making ir respo*-
sil:le to manage the developrnent, implernentation

and operation ofttre pr*vinrial dala centre, and tn
facilirxte tlle integratiox of smart-:"r:eter deta rvitl:ix
the centre. The aim was ts enahle distrii.rution

ccmpanies to bill ratepayers aceuratetry for ccn-

su:nptisn. The data {lornr l:etween the distribution
co:npanies and thre tE50 within th* srnart-:netering
system is illusrrated in Flgure nr&.

Yhe flnergy eenserynfion &esponslbilfyAcr, JSS$,

permits the lfiSCI to recsyer c*sts assnciat*d rqrith

the devetropm€nt, implerilentation, ard operaticn cl
the pr*vincial data centr*, as well as the imteg;rarion

of rhe distrihution companies into the provincial

data centre" In March 2013, rhe Se}} approved nm

IESO application to recover from ail resldenda]

aud smali-business ratepayers tl"le $24?-miilicn
csst for the periori fran:20*6 rs 201? (including

$10$ nrillion in actral ersts fro:x 2006 r* 2013 anel

the $14?-milli*n projeeted eosts ftom 2013 ro 2S17)

thr*ugh a uew Smart Metf;ring Charge (Charge)

*f 79el a month. This monrhly Charge has }:een

inckuled in the Oelive::y Charge on eiectriciry bil1s
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Figure 1"4; Smart Metering $ystem and Data llsvw itr Sntari*
Source *{ data: }ndependenl nectricitli System Operat0r ilfSf)
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proviitcial data centre) for billing puqrsses, es illuslnted in lhe sectl0n S{rp#cdfi$i} sf$y6fe,ns and Costrs.

sinee May 1, 20tr3, and r.vill continue until Octo-

ber 31, 2018.

Ab*ut 4.E million smart $lefers iiav* heen

installed l:y distribution companies &cross Ontario,
but appraximately S12,*S0 of them, or a}:our one

!n six, have not ffa*smittecl any data to the prov-

incial data cenffe for pracessi*g. However, these

&12,000 ratep&y€rs stitrl have to palr the rnonthly
Charge uf 79*, totalling abnut $42"1 rnillion up to

0etoher 201&. Specifically:

In August 2008, one large disril:u$on e*m-
pany knplemented its own system to process

$mart-meter data, wlth funeti*ns simitrar t*
the provincial da{a ce::tre. In,&prll 20*9, rhe

Ministry and tiris distribution compaI:y signed

e ].etter of Understanding allowins the csm-

pany fo use its own system nn an interim hasis

to aceelerate the introduetiCIn of TOU pricing.

The distribution eompany initially agreed ro

begin rransn:itting its smart-meter data to

the provinciai deta centre by the end of201CI.

In Felrruary 2013, the eornpany deferred its
plan for fnll integration with tire provinciai

data centre to the end of 2015 " e urrently, tl"ris

company has about 700,000 rnt*payers wirh
sillart meters, hul still has rot transmitted any

data to the provir:eial daaa eentre. V/hile t}:ese

7CI0,000 ratep&yers haye never irenefired frcm
the provincial data eentre, each stili has to

p&y fhe 79(-a-mo:rrl: Charge; they have paid

a total of ahout $7.7 millisn up to mid-2014,

and will pay $?S"6 inilli*n rnore l:y Scto-
her 2CI18" On t*p sf the rxo::thly Charge, rirese

ratep;lyer$ aiso cover the cosr ofthe distrihu-
tion company's own elata systern.

Another large distribution corlpat:y l:as ahout

112,000 {atepayers with sn:art fi1eters, hrlt
has not transrnitted any data to rhe provincial

data centre due ts internal nctw*rk connectiv-

iry issues with tl:e *ompany's smert-metering

system" Although rhese 1tr2,000 ratepayers

have never trenefiteri from the prcvinrial elara

eentre, lhey must also pay the monthly Cirarge

of 79$-a rotal of $,1"2 millicn up m mid-?Sl4
ane{ another $4.6 rni}licn by CIetober 2018.
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Tlle Snergy Conserys Nion /tespnnsibift ry,Aer, !S06
and Sntario Regulatioc 3?31CI7 designared r}:e

IES0 as the Smart Metering Hndry with "exclusive

authoriqr" t0 earry aut lhe 1r:iiowing funetio*s
through develop:nent and operation of th* provin-
cia] data centre:

colXect, manage and store meter data;
perfurm validation, estimaring and editing
activities to identi$ and accounr for missed or
inaccurate meter data;

cperete one or more databases to facilita:e
coltrecting, n"lanaging, s:oring and retrieving
meter data; and

prepare data that is ready foy use by distribru-
tion eolxlJanles tn bill ratepayers.

In Fehruary 2007, tire Frogram }efiniti*n Dneu-

ment, which established the respcnsibilities for the
Ministry and the 1850 in the design anrl elelivery

ofprovincial data centre funetionality ai$* stated
that "e*ntralixation cfthe lprovincial data centr*l
functinns wili *nsure a standardizar.ion of data
vaiidation, cstimating and ediring proces$es across

the prcvince and fucilitate a eost-effective irnple-

mentatisn of such prOcesses."

However, when lhe IES0 began developing
tlle prouineial elata centre in 2007, so:ne disfribu-
tion companies had already procured axd hegun

to install f]reir own smarf meters and associated

systems, which varied frcm one cotnpany ts
anotiler. ,{s x result, we moted that rhe use *f t}re
provineial clata eentre as a fentral $ystein has not
been c*st-effective, }:ecause {nost *f t}re distrihution
c*mpanies have used their own systerns ts process

srnart-rneter data {before transmltting it t*" or after
receiving it from, the provincial meter eXata man-
agament system) for biltring purpsses.

In interviews l,vith and surtiey$ of distribution
companies, we found that g6% have }:een using

their own system$ to proeess smart-meter data,

and E&% said tlleir own sysrem$ and the provincial
data eentre per{orrn simi}ar funeti*l-ts, resulting in
redundancy" For *xample, before transn:itting data

to the provinciatr data (exfre, rhe rjistrihution ccrn-
panies use their systems ts perforn"i data valiclation,
estiil:ating and ediring services-a]l key fune tions
of the pr*vinc.ia1 data cefitre.

Yhe costs of r}":is d*plicatinn-*ne syst{3tr

at lhe provincial ievel and another 1ocal1y**are

aItr treing passed on ts ratflpayers" The monrhly
operating eost associated uritir each distributiox
company's own system, ab*ut 21S per meler on

average, is heing borme hy ratepayers on top of
th* 79S morrthllr Smart h{etering Charge fsee r}re

seetion X"atepayers Clearged for Kedundant or
{Jnmsee} Frovincia} $ata Centre ServiaeJ.

Eased cn *ur reyiew *f c*mments suhmimed

lry distrihution c*rnpanies amcl srakeholders in
Jure 2006, during th* Ministry's consultaficn, rve

n*ted eonsistent concfrn atlour systenl dmplicaticn.
Examples of contments:

"Centrelization of part of rhe customer hitrling

funetions and aec*untabil.lries as praposed are

unuecessary and incomprehensible given the

c*rxplexiries and issues that give rise rn excep-

ti*ns in determining meter reading and billing
quantities on a daily hasis."

"Vesting that responsihiliry Ivalieiaricn, edit-
ing and estim*ting SIII) function of srnart-

mcter elatal in rlle[provinciai dara centre] is

tant&mount tc duplication of efforts and uper-

ationai inefficiencies thar will lead, in rurn, ro

incremental cosfs."

"T}:e custorners will ca1] us when rlley have

questions or pr*irlems. lt is crir{cal t}lat the

$oca1 distribuiion (smpaniesl have free and

spen a{cess to our custolller data, the righr to

archive dara for bitrling and operarional usage,

and contirue to be the sole polnt of cnntact

f*r *rr r*aail cusl*mers."
'-[Loca] distributinn compani*s,] have nerrer

ireen given a reasonable expianation as t*
why tl:e data needs ro be garhered, stored

anrl reelisrributed back ro llocal eiisrriburion

ccmpaniesl from such a massive central stor-

age b*se... Custorners will be calling their
troea1 elistributors far informariox rhar will he
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prirnarily }:nused at e centrai lprovincial data

centre].'u

"Validarion, editing and estimating ffiil] wiil
i:e performed cenrrally. This eenrral assump-

tinn is ofgreat coneern to flloca] distribution
companiesl. "{s the llocal distrihiltion coill-
panyl has the local cilsfomer relationship and

knowledge, it is in rhe best positi*u to know

the unique specifics of their inelividual cus-

toxlers and there{cre prcl.ide the most accur-

ate edits and estiinations of customer data."

"As the LDCs'Custnmer Infeirmation System

{ClS} is t}re source of t}re relationship between

customcr, troeatir:n and meter, CIS will now

also trlave ao ,nailel1e ttrrat r*lationsl:ip ineiud-

ing the new lprovincial data centrel. This r,vill

require progran::ning ehanges wirhim CtrS sys-

tems.." This approach seems to ile one which
would result in significant duptricatinn of data

in order to rnaintain these reiationships""

,t 
'

Tight and aggressive timelines set by the govei:n-

rnent, a$ noted in the section Governanee and
Sversight of Flanning *nd lrxplemenrado&,
along with the complex structitre of Ontario's

electricity sector involving numerous distril:ution
enmpanies, have created significant chaltrenges in

the systern-d*velopment and integratiox aspects of
implcment at ion of Smarr \4etering.

According to the OEB's 20S5 in:plerxentalion plax

for Smart Metering, many stakeholders expressed

co&cern over an aggressiv* timetable thar eould

lead to mistakes and higher costs. The SEE plan

aiso warneel that Smart Metering was both chal-

lenging anri co:nplex, requiring an intense aird

weli-co-ordinated effort betx,een key players cver
several years, plus the ca-operation ofratepayers.

We fi:und that aggressiye timeline$ createetr rhal-

lenges in the development *f t}:e provincial data

centre anel its integratifin with different $ystems

at the distribution companies. F*r example, senior

lES0 rnanagemenr ixdicated rhar the timelines

were tight fror:r the start and that d*veiopmeilt of
nhe provincial data ce:ltrc was a large xndertak-

ixg being d$ne tco quirkly, espeeially in XS07 and

200&, wtren the IESCI encountereri software and

teehnical issues. The iESS expressed coneern$

abrout the tigi:t tin"relixes to the lvlinisrry, but
tl-lere was no change to the original summer ?007

deadline. Th* {ESO did not meet that deadline, and

delivery of the prnincial data cenfre lvas deiayed

ts March 200E. Some distril:ution cnr:panies l"tad

started installing smart meter$ fcr ratepayers prior
tCI X107. The provine.ial data centre was not ready to

process smarr-nle{er data for TOu prieing wilen the

$rst srnart meter went omline.

The OES also indicated that nlO aut *f 73 disrri-
bution cornpanies applied for extenslons to their
ma:tdated implementation dates of TOU pricing
due ro operaticnal or tecFrnicatr prohlems, inclueiing

detraSrs in ir:tegraring wittrr the provlncial clata centre

anri data-quality issues with certain sftxart illet*rs.
In addition, 40Yo of rhe elisrribstion rnrnpanies we

c*nsulted ranked "irnplementarlon timelines" as oxtre

of the top three ciratrlenges (see Appendix 3.). S*me

sf tlie distrihution errnpanies cor:rmenteel that:

"The pror.ince shcultl have pravided more

time for testing and implementation *f smart

meter technol*gy as opBosed t* rushing

unproven technology into service""

'*Integratiun with the lprovineial data centrel
presented chatrlenges as the syste&l design

and tirne}lnes continued tm evolve during t}:e

tmplementation."

"h,{eetir::g time}ines was difficult due main}y tn
integration challenges."

"Iurpl*mentation timelines were aggress{ve

given all the testing and paper-wcrk that r,\ras

required."
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ln otheriurisdictions, urass depXoyn":snt of smert

fi]eters was carried out tly *nly a few dlstribution
c*mpanies, *r even just nne. The chailenge ir"l

Sn:ario was that 73 ciifferent distril:utioll compan-

ies were each responsible ro purchase, instnll,

operate and malntain st]}arl m*ters, as weil as to

hili ratepayers.

The fact that a relatively large nurnber of distri-
bution con:panies operate in Ontario's electriciqi
sector has made it ctrallenging to ensure cost-

efficie:l: implementaticn of Smart Merering, in part
because it required significant system integration

b,etween the provinciatr dilt;l cefi:re and different
sm&rt-melering $ystems as well as billing systerns

at individual distribution corr'lpanies" To ensure

compliance with system interface and data-trai:sfer

requirements, each distributi*n compeny had to

upgrade its existing systerns, or acquire new ones,

and perf*rrx a series *f hardware and soft'r,vare

tests. $peeifieally, we nr:ted t}:at;

$evenqy-five per cent *f the distril:lution eom-

panies we c*nsulted ranhed "data maniige-

xrent and system integration" a$ one of the top

three chailenges, alrd 83% said it was difficult
and costly to integrate their systems r,r,.ith the

prnvinciatr data centre (see .&ppendix 1 ).
Sixty per cent of distribution co:npanies

inelicated that changes tc the pr*vincia) data

centre required them to implement "frequent

system changes and upgrades." The IXSO said

ttrlat between 3009 and 2012, rhree rnajor

changes were made to the provincial data cen-

tre to correct clefects, deliver new funcli*ns,
and address the issue flagged hy ftitreasurememt

Canacla {see section }$on-cmn:pXiance witlr
i\{easurernemt Canada's Sata Keqxire-
mexts) " Apart from t}:e ttrree major changes,

the provincial data centre was also rnsdiFied

dr.:ring 2$0& and 2009 to support changes t*
distributiox company sy$terns and cperating
practices. Distributian companies tllat tracke*.1

lllese costs reporled spending a tctal of about

$47 rnilli*n to ehange their internal systems

to ensure proper integrati*n and cnmpatibiliq,

with the proineial etrat;: cenare (see S'ig-

ure 1S). $cme *f the distrihuticr"r cornpanies

cor:mented as fotrlows:

"{ntegration lvith lthe provincia] data

centrel requireel rnultiple rpgrades and

ongoing testjng i:eyond [esting requireet

with the trHS0."

"Testing with the [provincial da:a certrel
1,v$5 A Very 0ner0u5 tASk."

"Significan{ timc and eff*rt went ixto $ys-

tems integratisl"r r* el:sure proper data ftrow

betrnreen rhe lpr*vincial data centrel and

the distril:ution compalies."

"T}:is was a costly and time-eonsumixg exer-

cise to integrat* the disrributisn companies'

systems and the fiprovincial riata centre-i."

Figure 15: $ystenn-related Costs lnmnred hy LmeaN Sistrihutiom *ornpanies
Prepared by the Offlre 0f the Auditor General 0f 0ntsrio

:006*2013 Upgrading loeal systerns ta enabl* the irnpiementatinn

n{T0lJ pricing
4.7,000? $ignitieant System Developrnent

and lntegrfrtion Challenges

200S*2S13 Developing web presentmenl p0{s}s t* aliow ralepayers

t0 acces$ their cleclricity use and billing data online

1,100

20XS-2012 Fixing lne al sys:ems ta comply with Mea$uremcnl

Canada's requiremunls

800 l\nn-eompiiance with Msasurern*nt

Canada's Dals Rcqu:r€ments

c0ixFonies we c0nsillted treated these smart m€tcrifig-reialfd c0sts as their n0rmal operating csst$ and fec0vered thes* lOsts through lhsir regular rfile
applicatlors l0 the 0lB rather than lhrsugh Iheir sma{-Hete}ac*st-ret0rery applicati0ils"

:. Aboul $40 filliisn 0f this $47-nriliian amouit wa$ incurred tly Hydro 0re.
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Aggressive impiemenlalion tirnelines and a eom-

piex electricity sector r:rade it challer:ging to irnple-

ment Smart 1\{etering smoothly and cnst-effuctively.

smart nleter$" I-iowever, tir* gove:nxre*t hed t;et the

target of instaltr.ing smarr met€rs for atrl resid*ntiai
and small-husiness ratepayers, so the IES0 shorrld

have been aware of fhe nurnber of smart meters

thar had to ire ir:sralled.

We ncted that ti:e II$0 ancl the vendor negoti-

ated and agreed upon the hrgher cuntram fee a$

a result of tl:e aml:iguity of eontram trcrn"ls fur thc

lwo-year *xtension period. Specifically, when the

IXS0 prepared ix June 2011 ro exercise the lwo-
year *xtension option under ttre *r:iginal rontr&ct,
it distovered an error tllat resulreei in an uncler-

e$timation of tire cost pro"jertio:r f*r the tu/o-year

extensi*n period hy $13"? *rillion. As a result, 1[S*
management informed r}:e Boarel of Directors that
the err*r stemrned from an amer:ldrnent that failed
to clarifir the contract fee apptricahle tc the lwo-year

extension. IHS0 managelxlent alsn in{ormed its legai

eounsel that this was &n oversight on the part ot the

veneior, tiie IISO anel rh*ir counsels, and that siace

the vendnr had incurred losses on the enntraer,

the "am}:igriity ar*und contrect extensinn offered

opportu::ities t{} improv* the venrlor's comrn*rcial
p*sitinn and stem their losses going forward."

Under the oniginaX co:ltxact, the itri$0 requir*d
the vendor to prorride trnrer;lctive Voice Resp*nse

{lVR) service that enables ratepa}rer$ tc cherk t}:eir
electriciqy usage i:y teleph*ne . The i\rR service

was availabtre for use in &{anrh ?00&, w}reir the

provincial data centre began operating. }'{owever,

nnly two of the 73 clistribution comp*nies chose to

reg:ister and configure themselv*s for WX-, and they
reprrted only limited ratepayer use of the service.

For example, ontry 25 retepayers at the$e two dis-

tributicn cornpanies used lVlt frorx ]lebruary 7013

t* March 3013" Even thnugh there has been very
little use of I\& since its start-1lp in Mareh 2008, r]:e

{ESCI still included }\& in n}re new co,?t}:acr signed

with the vendnr in llecerntler 2012.

The IXSCI initially ronracted i::}ece*:ber 3006

with a private-se*or vendor, fallowing a eomperi

tive bidding proerss, for rlle devel*p:nent, imptre-

mentation and operation of the provineial data

centre. Tl:at lr:itial eontraca was for tk* five years

from December 2006 to l\{areh 2012, with an uprion

lor another two years to March 2014, which it exer-

eised. nn Decem]:er ?01?, following a competitive
birlding processr the IESS entered int* a ner,v con-

raff with the same vendor for anr:rller five years,

t* March 2il19, with an option to extend for flve

ruore ye&rsr to &'larrh ?024. The IE50 has aiready
paid t}:is vendor abnut $&1.7 million {or the periortr

frorn January 2007 to Marcll 2il13..Apart &*rn using

personnel supptried by t}:is vendor and inrernal staff,

the IES0 incurred about $1$ million iir ensrs try the

end *f 7013 for other consultants to devetop, imple-
meni and operate the prarincial data centre.

fiu: review of the eontracr fe€ paid by the IES0 to

the vendor for operating the provincial data centre

shcwed tirat the averese annuai fee of $13.4 million
for the rwo-year extension perind berween 2012

and 2014 rq,as almost doui:le the $6.&-millisn-a-
year rate ofrtre original cnntract period for the five
previous years"

The IX$O artributed a portion cf tire fee increase

to the additional eosts associated wirh the chnnges

made to the provincial data centre" H*wever, we

nnted that rhese additional costs wene mainiy

incurred prior to 2012, before the tw*-year exten-

si*n, to deal with majnr changes made to the

provincial data centre. The tr850 aiso attributed a

po$ion af the fee increase to the higher number of
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While almosr 80t)& of the disrribution companics

integrated their systems with the provinrial elata

{entre i:} 201tr and early 20}?, rhe IX50 indicarecl

that it did not have sxfiicient information on the

actual use of rhe I'i R s*rvice prior tc ?013. As such,

the 1ES0 did nor redre nffi, until Septerxber 2013,

and it consequently negotiated a credit of $390,000
to i:e applied against futurs deliverables frorn this

vendor. Adequat* and proper n:onitcring ofservice

usase on e timely basis would have terminated the

IVR. service sooner and elirrinated the a$sociated

cerst, which was not specified in the ronrracts and

corld nsl he estimated"

To ensure that retcpayer$ are not burdened

with rhe duplieatecl and ongoing rosts of system

development and intesratioll, the l\{inisrry
af llnergy sh*uld work witlr the independent

Electrieiry $ystem Operat*r 0fS0), the Ontario

Energy tsoard {OEE) and the elisrriburion

rompanies to re-evatruate opfions around oper-

ating the provineial daaa cerNre and,/or having

separate local systems at individual distribution
eompanies in order to determine the cost-effect-

iveness ofvarious options and avoid e*ntinued
dupiication of systems a::d eosts.

Tlle Ministry has ensured that the necessary

regulatory framework, in particular Ontaris
&.eguiaticxs 393,i07 and 4?6106, is in plaee to

restrict cost duplieafion for services which are

rarithin ai:e exclusiye autfroriqy of the &4eter Data

&llanagement and llepository.

fhc Minisrry n iii conr inue to investigare

opportunities to l:uikl on the value already pro-

vided by the provincial clata centre.

If requested by t}:e Minisry cf Energy, the

iH$0 will work with the Ministrv ard the OEB

to *ncourage distriirurion companies' cornpli-

ance with existing regulation and reduce tlle
reporteil eiuplicati** *f the funcrions that ttre

IE50 has exclusive authsrity over, and that are

fulflitred by t}:e provincial data cenrre"

Sindlarly, if requested by rhe Mixistry of
Energp the 1E$0 will wr:rkwith the Ministry and

distriburion companies to irlcntifo, and evahlate

opportunities for ieveraging existing investments

and eesnomies *f scatre of the pr*vi:rcial data

cenlre in order to reduce the operating costs of
distril:utcrs and cssts to the ratepayer.

Tbe OEIS would be please d ro wcrk rq,ith ttrre

&4inistry nf Energy anti others in xny assess-

:xent that fhe &/liristry may iniriate in respect of
options regarding the cosr-*ffecdve use ofth*
reso;rrces cf the provincial meter data manage-

ment systelr] and the loral distributio* systems.

To ensnre ahat any future province-raride pr*lect

imvolving the comptrex elecrieiEr distritrruti*n

sector is impleme:rted cost-effectively, the S4in-

istry af Energy should w*rk with the relevant

e}*crriciqr sector orgenjzations to sct appropriate

and reasonabl* implernentaticn targets and

timetrines in order to roininrire tl:e costs a::d risks

assorialed with s3rstem development a;:d inte-
gration for numerous distrihuticn companies"

The smart mreter axd tirne-of-use (TOUJ r:ollout

was eompleted vi* a partnersirip approach. Each

organization, namely the Ministry, thc trH$0,

the OIiB and local distributiox companies were

responsible for certain a$peets of the roiloul, and

signifieant eonsuXtation rnok place along the rvay,

The &liinistry will ensure rha: projects in the

electriciqy distribution sector are rolled out in a
prudent, collaborative and cr:st effe*ive ma:)ner.
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To minimize billing esrimates and &dj$stments,

as weitr as ratepayer complaints, smart-merer data

has to be processed *eeurately and completely to

produce correct axd timely billing data"

Measure:nent Canada is the federai agency respnn-

sible for ensuring that ratepayer$ receiye fair and

accilrafe rTxeasurement in transactions involving
gnods and serr.iees, inclueling rneasuremenr eif

eiectriciq, consumption and billing. Generally, elec-

ficiry cnnsufilption and billing ran i:e rneasured

usi:lg twc Qpes of smart-rneter data: "register read"

*r "interval read."

"Register read," recorded by bnth anal*g

and srnart me{ers, ;s the rneter's internal
memory or external display shcwing the rntal

c*mulative consumption from the date if was

installed, similar to a car odsmeter's recorel of
kilsmetres travelleel" prior to installing s:xart
rxeters, distribution cornpany staff manu -

aily read aual*g rneters by visiting rarepayer

premises. The cumulative meter reaeling on

eleetricity l:iXls should match the numbers cn

the rneters.

"lnterval read" is logged only hy a $mart nleter,

and is a tin:re-based reeord of eie$rieiqr usage

{hourly or shorter period) by ratepayers"

&ileasurement Canada requires the cumulative

meter reading ta be used in calculating the }:iltring

arlrount, and to be dispnayed on both the rneter and

the bill. These requirenlent$ ensure transparency

hy providing informatinn on electricity bills tha:

enable ratepayers tc look at their rneter's display
and then reconcile it to the amounts on their bilis.
Flowever, hlleasurement Cax*da advised both the

lE$O and the &{inistry in Novemtrer 2009 thar

its requirements were nor being rnet in Ontario,
berause the curnulatide merer reading frsrn smart

mexers r{ras not heing eaptxred by t}re prnvirciai

data centre or by ti're distril:ution cnmpanies'

systems" ln January 2010, Measurement Canada

reiterated its conrerns and {nstructed r}re {H$0

[o take csrrecdve ection by January tr, 3fi]?.
Consequently, both tl":e IHS0 and tlre distribu-

tion con:panies cl"langed their systems to ac.ldress

l\4easuremer:rt Canada's eo:lcel:n. ?he 111$0 spenr

$13.7 million to rnake necessary adjustments to the

proincial data centre "

Apart frcrx the l[50, ti:r dlstrii:ution compan-

ies also incurred cosrs to fix rhe pro[:l*m at tl']eir

end. In.Auprsr 3010, tite 1ES0 inriicaterl t* the

rnedia that *n1y al:our 150,000 ratepayers at five

distriburion companies were afferred by this issu*"

However, we noted ;rt the *me of *ur audit thar, in

fact, ail distribution companier u'ere affected and

hacl incurred adclit{ona} cost$ to fix the problem.

Of the disrritrution con:panies we c*nsulted. only

20 *f them trackecl thein cos{s for this-a collective

total of more than $800,000 to c*rrect rhr prohlem

{see Figure 15}. CIne distnii:ution compaxy noted

tl:at tXre Measurement Canadn issue has 
-'negatively

impactecl :he costs assoc.lated witi"r fproincia]
clata centrel integration." A*other said the biltring

systems of all distribution cnmpanies "had t* he

re-engineered to rem*rre 
-register 

reads' when the

[proincial data centre,] was first implemented

and then re-engineered agail ts put tl"le'register

reads'back ... t]:ere really seemed to harr* heen a

mlsunderstaneling with the Mi:listry or iES0 as the

sy$tem should have been designed tc shnrv'register
reads'right from the beginning."

SeveraX iirnitations in processing smart-nreter data
by the provincial data centre and the business pro-

cesses af ttrre distributicn companies have affected

the qualiqy and usefillne ss of smart-meter data.

For example:

When distribution conlpanies ehange or
repiare meters, they olust follour a proper



f:usiness process that requires them to send

tv/s sets of consumption dala to the prctvincial

data eextre: one $et from the oXrl rneter anei

*ne *cm the new. Girren rhat some rlistribu-
tion co:npanies did xnor fonlow rhis process,

there is ilo guarantee nf lhe quaiiry and eom-

pleteness nf data rhey submitred ro rhe provin-
cial data rei:ltre, cre&ting a risk thar incorreet
billing data rould be gcnerared"

Irlcr all smarr merers are equipped with tech-
nol*gy to noti&/ the provinciatr rlata centre
when power our&ges oecur. The l\{inisrry aiso

indirated rhat th* provincial dara eenrre is no{
intendeel tei haye ;l real-time outage manage-
ment function to heip identify blackours. As a

result, ratepayers wi-:* l*se power during oul-
;rg*s cnuld still receive elecrriciryr i:ills based

oil e$fimates made }:y rhe provincial data cen-

tre or the distribution con:panies. It Deeem-

ber ?013, for example, a severe ice srorrn
eaused massiye pot /er sutage$ in southern
Ontario. Based on our revi*w nfusage data
from one large disrriburian cornpany affecred
by the hiackours] some ratepayers wirh no
power sti.li had to pay elecrrieity i:iils based

on estittrates of their historical consumption
pattern$, anel the distril:uti*n compa:ly had to
eorrect the bills in subsequent billing periods.

Aimost ai1 distriburion e*mpanies have rheir
own systems as noted in section Suplieation
of $yste:xs and eos$. Aparr frorn using these

internal system$ to prseess smart-rnetel data,
eompanies also use it to qr.;ery ar:d retrieve
usage data for ralepayers and for i*ternal
analysis. Acc*rding rc half rhe disrribi;-
tion coi:rpanies rt e consulted, :hey do this
beeause the provincial data centre has limired
eapabilities f*r data retrieval and querying.
In Augusr 2013, the IESO also reported ro irs
Board of Directors that tl:e prnt incial dara
centre was abl* to manege dala queries during
its early stage of imptrernentati*n, trut it was
nof designed to support the expected imcreases

in volume of data-relrie\ra1 requests. This l:as,

in tnrn, reduced the vxlue and usefulness of
the prnvincial data cextre, which had heen

expeeted to facilitate $torage and retrieval of
meter data when lt was first developed.

T* ensure the accuracy, qualiqy and usefulness

of smart-meter data, the IndependBnt gleerrifiry

System 0peratcr sh*uld:

work with the dislribution companies

io review the limirarions and the billing
pr*blerns associated with tl:e provincial
clata centre and tl're distribution r:ompanies'

business processe$, includir:g improving the
pnocedures of proeessing smart-rneter data

durkg nletcr replacements aud p*wer black-

suts, ff.s we]l as enhancir:g the data retrievaX

and querying capal:iliry of rhe prorinciai
dara centre; and

eelucate the distrihution eompani*s ab*ut
the pr*per br:siness prscesses rhat harre to
be foll*lved.

The IX50 has provideel rraining sessions fcrr all
distrihution companics otr processing melcr
replace:nents and power blackouts within the
prol.incial d&t;i centye" The lE$S will provide
aelditional training sessions and assistance to
those distril:udon compa:ries thar need such

trainingl to improve the prneed*res of processing

sr$art-meler data.

Sul:sequenr to the audit, r}:e lI$CI enhanced
the data retrieyal anei querying eapairility of rh*
prorrincial data cenrre. ^&Iso, rhe trE$0 and ihe
Ministry have been worldng together ro develop
a business case for a project that rviil support
the evoiving needs fcr elata access and rerrievais
for researcir and analysis prxrposes.
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;}nd $ma}:t metering, :he best practice fcr
more secure remo|e aceess of privaey-sensitive

in{brmation is twa-step verification" T}ris

requires u$er$ Ns pr*vide an a*theniieatio&

cnde gemerated by a security device issued to

tirem, in addition ts nser nan"le and password.

The IE$0 has engagertr external auditors to
ccnduct an annr:a} aurlit to provirie reassnable

assurance that its c*ntrols over the pr*vincial
elaia centre are suirably designed and operate

effectively. Sinee this audit is not desigmed t*
cover the ciisrribution eompanies, it.ls limited
to provincial data cenfre sperarions and

comtrols specified i:y:he IESCI. We nnted rhat

data from the provincial ciata centre cculd still
be exp*sed to pot*ntial security risks at the

disrrihution-eompany levei because :

As nsted in the secticn Sxptrieatiox uf
Sy$texxs and Cmsts, ali:rost atrl rlistribution

c*n"lpanies we consulted use their swn

systems to proce$s $mart-meter data. Also,

abour 850/r: of tl"lem indicateel that they

have not performed ary Frivacy lmpact

Assessment {P},&), a forr"ual risk-manage-

rnent tool used ta identify the actuai *r
pstentia! effects that a proposed or existing

syslflrl may trave on ratepayer privacy. The

FIA is considered a "i:est privary practice"

for organ.izxtions w,it]"1 signifieant exist-

ing or new systems containing personai

infcrmatiox.
Sur review of a sarnple of 200 staff ar

differenr distribution companies whn

had access to the provinciatr data cenare

found that eigirt vrtrro had nefi the ctristriiru-

tion compar:ies did nor have the:ir access

revoked in a timetry manner" The IfiS0 incii-

cated that it is up tc distributi*n companies

to advise it when access rights need to be

modified or ended" The IESS also said ir
does not have the jurisdietion, responsibil-

ir"v or ailility tc reyieru; the appr*priateness

cf users to whom distrihution companies

wish to grs.nt access. Therefore, there

?he expanding use of sma* meters has led to qlles-

ticns and concerns about possible security risks

relating to privacy, and safety risks associated with
fire hazards. As part of our audii, we exarnineel

I hese concerns in OnLario"

The ability of smart meters to traek eleetricity use

on an hourly basis for reside*tial and s:nal1-busi-

ness ratepayers has raised s*cilrity and privacy ccn-

cerns regarding unauthorized aecess to and use of
snl&rt-metex data. Smart mlcter$ enat:le the cotrlec-

tion of n:assive amounts of personal electriciqr-use

data, allowing ret€payers and disrihntion corn-

panies-as well as anyone else witl:r access ts the

elata-to see exactly what rnakes up a ratepayer's

electrieity use. The smart-meter data coxld reveal

when people are out, daily routines and changes in
ttrose rcutines. As a result, electricity-use parterrrs

c*uld be rnined, for examptre, far marketing and

advertising purpo$cs.

}n Sntaria, a}:out 800 distributiox company

en"lptroyees and,/or their agents have access to

specific functions in the pr:nvineial data centre that
inelude viewing and editing meter data through an

encrypted intenface frorn any eomputer connected

to the :&ternet. The IX$S's existing eontrois to pre-
yellt and detect unauthsriued data access include

an annual audit cfthe pravlneial data ccntre try

external auditors and an annual risks-and-controis
asse$sfilent by 1ESO staff. However, we noted
that data security could tre impr*ved filrther.
Specifieally:

The prcvi:rcial data centre ;lutom*ticalh*

Srants aecess lo users through a Xogin proeess

that requires & name and passworel. However,

no additinnai authentication coele is required.
Eased on our researcl"l, and eonsullation with
an lndependent expert in information security
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c*uld be securiqy risks at the distribtticn-
csnlpany level that the IE50 was not aware

nf and ovcr ',vhich it had no ecntrol.

The Htrecrrieal Safety.&nthnriry {HSA), the

agencywith a mandate tc enhanee public

elertrical safeqr in Sntari*, is delegated by

rhe governrnent to be responsible for the

regutration that applies to fi;eter installatinn.

Any meter failirre resxiting fro:n illeorrect

installarion hy the elistribution company

falls under the flSA's regulatory oversight.

In February 2002 ane} again in Octo-

her 2012, the ES,{ itdicnted that it has i:een

aware *f potential fire risks in srnart meters,

and ineidents of prnper$' dalnage involv-

ing smart lneters and,/or meter trases" li:
address these eoncerns, the ES.{ surveyed

the ctrisrrihution companies, asking tl:em

to pror{de informatinn on suc}r ineidents.

I-{oweveq r}re HS,A indieated rhat ir has not

received sufficien: infornnatiolr ro c*nctri:de

on the severiqr of t]:e issu* or the qrpes af
mlelers c*using prohlerxs. Due to reeel"lt

smart lue{ers-retrated fires in Saskatchelvan,

the ESA started reviewing {hos* incidexts

in the sumrner of 201,1 t* cietermine if rhere

e*uld he aily coficerns in 0ntarin.
The federal lndustry Canada ctrepartrnent

oversees :he certi$cation nf rad.io c*;xmunica-
tion devices, ineluding smart {ne!ers, r.vtrrie}r must

be tested anrl cerrifieq:l agr:inst trnelustry Canada

standards i:efore th*y can he sold in this rountry.

At the provineiai level, t}:e ESA &c{$ on behalf of the

Ontario govetrnment, with s;:eclfic responsibihty

for electricatr safery. As part cf rts mandate, the ES,&

administers tl:e Onrario Hlecrrie*l $afeqy C*de and

regulations asscclated lvith eleetrici4r-distributiom-

sysfexn saleqy, electrical product safery and licens-

ing of electricians. Fi*wever, there trras been a lacil
of clarity on the safety stand*rds relati::g ts srnarr

fi"lerers fit the prsvincial level. Specificall,v:

The E$A ixdicaterl tha: nccording to an

Ontario Eleetrical Safeqr eode l:ulletin in
May 2012, federaX legislaticn does not give

ESA any jurisdiction sver trevenue billing
deices {i.e., srnart meters anrl associated

transfr:rmers) aird does not require the

At the rime *f our audlt, we f*und instances of
Ontario ratepayers reporting fires arising frcm
$fi1art meters. From uur research, we al.s* i:oted
that other.jurisdicticns, such as British Calumbia,

Saskatchewan and Fennsylvania, alsc reported

cases of s:narr meters catching fire. However, nr:

accurate or complete information on srnarr rneters-

related fires w;rs available in Ontario t* derermine

the scope and extent ofthe pr*biem across the
prnvixce. Speeifically;

The Office of the Fire &,{arshal {*FI\,t},
Ontario's principatr adviser on fire prster-

ricn policy and safety issues, indieated rhat

it is araiare of fires involving srnar{ rnerers in

Ontario, elsewhere in Canada, and in the

United $tates. Howeve6 some rlistributior:l

companies ancl fir e departments do not report

such cases to the OF&,1, ss msre :infrormatir:n is

needed to as$e$s the extent cfthe problem in

Ontario. Frorn h.{ay 2011 ts l\,{arch ?013, for
example, the OF&il recorded l4 fires invohrng

s;ther meters or the bases *n which they were

;xounted. However, the OF&{ indicateel that its
incident-repsrting system could not specifically

identifuwhar type sf device was involved-
anahg or srnarr meter-becaus* it did n*t ccl-

lect specific details al:out the rneters. Based on

anecdotal evidence, the CIF&{ ident{fied three
possible root carises for the fires:

old meter bas* connections may have been

loose or otherwise unfit for a searnless

exchange t0 a new smart meter;

new smax n'leters rnay have Lreen

improperly inst;rlled; or
new smart m€ters :nay have had defeets

Ihat caused electrical failures or:nisalirn-
inent with the old meter base.
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revenue l:illing derrices to be apprcved prov-

incially as required }:y the Canadian Eieetrical

C*de or Ontario Electrieal Safrqr Code.

The ESA further noted rhat tlle Ontario

Eleetrical $af*ty Code applies tc meter bases

and rnounting devices, but nnt to revenue hill-
ing devices such as the actual smart meters.

Therefore, smart meters and associated *ans-
forrners are deeme d aceeptable if fhey have an

approval nnml;er provided }:y Measurer:lent

eanada, a fuderal ageney. H*w*ver, we noted

that Measurenlent Canad& is mandared to

ensure the i:rtegri4r and accuracy of measule-

ffient, includir:g electrlciq, corxsumptlor and

billing data, but not tl"le safeqy, of measuring

der.ices such as smart melers.

trr:sufficient tracking anel monit*ring of smart

nrefers-related fire incidents has made it difficu lt
to d*termine the scope and extent *f the problem

across the prol.ince as well as to address the proi;-

iem aceordingly, creating safuty:isks in Ontario.

To ensure that sniart-meter data is processed

and stored securely, the lndependenr Electrieity

System Operator should work wittr the distribu-
tion companies t* improve their system and

ri*ta-s*curity controls in order to prevent and

eletert unauthsn'ued aceess to s$lart-xneter data.

$ubsequent to t}:le audit, the IESO ixtrortruced

new eapabilities iu June 2014 tn help distribu-
tion companies manage their users'aecess to the
provincial data centre. The IESS provides the

distribution companics lvith additional informa-
tion thar aliows them to identify required chan-

ges to their u$ers'acce$s permisslons. Based on

this adelitional information, the disrrihurion

companies are to notify rhe IE$O of any neces-

saly changes.

In addr"tion, rhe 1ES0 will review the data-

serurity eontrols in place at the .lE$O and rhe

controls ttrrat shouXd be in operation at the

distriburion companies to preyent and detect

unautl:crired aecess to sn1arf-rneter data.

The lflSCI wil] also work wilh t]re distribution
eompanies to review the "Suitrding Frivacy imto

Ontario's Sma:t h4eaer Dara &{an*gement S}r$-

feln" paper pr:blishecl }:y rire IE50 and thn Infor
mation and Privacv Conlmission of Ontario"

To ensure thaf pote$tial fire risks of smart

Inete]:$ are addressed appropriately and in a

timeiy illanner, the Ministry of Energy should

worh with relevant entities, surh as the distribu-

tio* companies, the Offiee of the Fire Marsl:al

and the Electrical Safe:y,4uth*r:iry to arack and

mcnitor inf*rmatinn sn srnart rxeter-related fire

ineidents so a$ to identi$r and understand their
cause$ in 0ntari*.

The Ministry has nct reeeived inf*rmation fr*m
th* appr*priate authorities or lncai distritrutiox
eompanies {L}Cs} to indieate that therc is a

safeqr risk witlr smart meters in Ontanio.

The &{inistry will support effcrts hy the

appropriate el"ltities sr:ch as the Office cf the

Fire Marshal, the Electrical Safety Aurl:larily anri

LDCs to ensure lhat any eoncerns sr incider"lts

related to etrectricity met*r safery are tracked

and uronitored acc*rdingly.

The &{inistry continues ts manitor t}re

conc*rns ancl aetions rel:rted to meter safety in
Saskatchewan and eonsider any implicarions

{or Onfnrio"
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D,eD,rrpd lly' rf'F 0rlice 0' the aLd,tor Ceneral ol 0nta'o

Sid yaur dlslribulion csmpeny realire any net savings in nperati*ns

sirlce impiernenling the $marl tri{eteriilg lnilialive?

&*rpewd*d

Sump*ritrx
&**p*n$*d "N*"

95$

Did ynur disiribution cnmpany rondurt eny stlidy to examine the bill

impact sinec the implementation of smart meters anci time-of-use
(T0U) rates?

st$

Did your distribufi0n csmpany ronduet any study to examine the

changes *f electricity ccnsumption since the imple montation oi
sffart meler$ and T0l,J rales?

0 i00

Dues your distribution eompany have a syslenr, perfnrming similar

funelions m$ the csntrs, lMeter 0eta Managernent and Repnsitory, to
prooess $milrl rneter data?

9S d

Did your distribution 00rnp0ny perlorn any Privaey lmpact

Ass*ssment when implemenling lhe Smart Mete ring lnitintive?
15 &5

% *f $!x{y*h*t{xm *uwpxxi** lxldiqxt*d xx ***xxwr*x

Flease indicate your distribution cnmpany's c0ncerns with th*
Meter Data l\.{anageirrent and ft*prsilory (provincial dala renlre)

88Yo - Redundanl {unctionality with the $y$tern$ al
distribution compeny

&3010 * Diffie ult and castly t* integrale disiributinn

rnmpanies' systcm$ with the Meter fiala {\{anagemenl

and Repository

600,6 * Frequent changes and rpgrades sf the Meter

Data Management and Rflpo$itory

500/o - i-imited caparity 0r rfiNlability f*r dnta retrieval

nnd query

% m$ Si*{r{&*t}*m $xm6wxrlx* Ka*kmd

e$}hp S $kx*l*xgxx

Please rnnk the rhallenges that your distribution company has

fncnd in impiem0nting the $ma{ Metering lnitiativ*.
7$0,4 * f,ostly dat* management nnd syslem integration

4.4% - Lenglhy pr0rurefiienl pro0es$

40Yn * Tighl implementatirn timeline

Yw*x S **mplxix*x
Please indicate lhe vr:lume (l-lighlLow) of ratepayer c*mplaints
relating to smarl mstcrs nnd T0U pricing since the inpleNentation
*f $malt Metering !nitiative in your distribution rompany.

510,6 * Inoreased bilis with nc saving*

330/o * Limited understanding and information r:n TOLJ

prie ing

240,6 * Limited or na abiiity to change eleelririty
ssnsilmptisn
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S$urce 0f da!a: Ontari0 [nergy Esird

t. Aigoma Fower Inc. 59"4 37. Kitchen*r-Wilmnt l-l lne 35"0
2. Alikrkan Hydru lnc" 65.5 38. Lake{ront Utilities lnc. 36.7
3. Bluewater Pnwer Dislrihulion florpnration 45.8 39" Lak*lanei Power Dislribution Ltd 53.4
4. Brant C.*unty Power lnr. 40"8

5. Brantford Power lnc. 
_- 

31'B 41. Midland Pswer Utilitv enrnoraaion

40. Lnndon Hydro lnc. 38.3
.{.8"7

S" Eurlingon l"lydro lnc.

7. eambridge frfid Nsrth Sum{ries Hyelro Inc.

ro Distributinn lne.

43, Nen,narket-{ay Power )istributinn Ltri.

r Ne',t rarkel)
l\ewma&et{ay Fower Distributisn Lld. {lay):

40"1 42. Mllton 40.3
36"5

41.7L Canadian Nlaga1a Power lnc. (Fort Erie)?

eanadian Niagarn Folver lne.

{Port [oNhorne ]"{ydr* lnr. 44" ,!ia&ara Penlnsuf a fnergy lne. (l{lagara)l

I'iiogara Peninsula fine rgy lnc. {PeninsuNa)?

52"6

24.9
53"8

)' 3$.6

42"7L Centre Wsllin{tofi Hydro Ltd. 41.6

10" Chapleau Pullic Utililies Corparation *** 53.2
11. C0ILUS FawerStream Cnrp. 34.9

45" Niagara-otj[s-Lake l-{ydro inc.
.46. llor{olk Fower Distribution lnr" 53"1

12" enoperativ* i-lydro Ernbrun lne" 3S.7 47" Norlh B*y Hydro Distribution Limited 4CI"4

13. E.i-.K. lnergy lnc. 30.S 48. l{firthem Ontario Wires lnc. 51.2

14. [nersource Hydro M ississau$a inc. 36.8 45. 0nkville Hydro ilertricity Distribiltinn lne. 43.5
L5. [ntegrus Powedine-s {nc" _ {1,Q
16. EnWin Utilities Ltd. 41 6 51. Orillia Pnwer Dislrib*ticn f,*rporalion

50. 0rangeville liydro Limited 4:.3
,1?

17. [rie Tharnes Pnwedines [nrporation 44"2 52. Sshawa FUC Notwnrks lnc. 33.&
18. fispannla Hegionai ilydro Distributinn

Cornoralion

53. 0ttawa River Pnwer Ccrncratirn 36.5
51.1

54. Fary Sound Power Corporation 61.0
19. Essex Polrqrlines earporatioL
20. Festival llydro ine, {l,lensalli: 45:0

". Feslval Hyeiro lnr. l}4ain)? " 45"S

21. fort [rances Power enrporatiun 3$.2

55. Feterborough Di$tributi0n lneorporated 37"4

56. Power$Iream 1nc. (8_arri*):

Power$lream in*" ($oulh)'?

35.5

35. i
57. fUC Sistributinn lnc 31"7

2?. Greater Sudbury l"iydro lnc" 37.9 58. Renfrew Hydro inc. 37.5
23. Grimsbv Pow*r lnuuri:mrated 40"1 5S. Rideau St. Lawren(e 0istribution lnc. 43.1
?4. GLreiph l"lydro Hectric Systems inc 41"S 60. $iqux Lookout Hydro lnc 5$"*
25" l'{aldimand Cqunty l"lydro lre. 57.3 61" St. Thomas finergy lne. 39.8
26. Halton Hills Hydro lnc. 39"fi 62. Th;nel*r Bay l-{ydro Bertd*ity Distrihutian lnr" 33.3
27" Hearst Power $i$trib$tion Cornpany

Limitcd
31" 7

63. TillsonburH Hydro lnc, 38.6

*S,_lqrqfto Hydro-qlqll@ _* {6"$
65" Veridiar Cnnneetions ine. {Gravenhurst}: 52.8

Veridian Crnmeclions lnc. {Main)? 3S.?

28. Horizor Utililies C0rporal,0n 40.9
29. ro 2000 lnc.

30. Hydrs Hawkeshury lnc.

43"6

?8.0 66. We$aAa Distril:utinn lnc" 27.3
31. l-lydro Sne {Lcw Eensity):r 110:fi

$s.5

54.2

67. Waterlon Nnrth Hydro lne. 38"0
Hydre 0ne (Medlum Densig,):3

l-lydro One {Urban Higlr }*nsity)'?i
68. Weliand l,lydrn-ilectrie $ystern Curp. 41.9
6$. Wellingtor l{orth 9ower inc. 5U.3

32. Nydro One Bramptsn i{etworks lnr^ 35.S 70. West Cnasl Huron [ner{y ln* 55.2
33. l-lydro 0ttawa l-imited 40'1 ?1. Westario Fr:wer !nc. .43.8

34. lnnisfii Hydro Distdhution Systems Limited 49.6 7?. Whithy Hydrn il**tric Corpnratiun 44,4
35. Kenora l-'lydro flectrir Corporalisn Lte,. 37.3 i3 Woodstock Hydro $eruires lnr. 45.3
36" King$ton Hydr0 Corporation 41.4

1. Tlis iist 0f 73 dislibuiion companies was i:ased r:n 2013 Yead:s0k 0i llec$city }i${dhutors issued by the 0fB" The }elivery Charge data rrras based on 2014
data fnm the 0[B website.

2. These distribtlisn companies *ith larger ge0grephi{r roverage have drftsrert Delivery Char$e in diflerenl regions withln their $eruice areas.

3" Hytjrs 0ne's Delivery Ciatge va{es, depending 0n the locatisn 0f ralepayers and the number 0f ratepeyers in an area" The fewer people in the area, the h;gher
the c0s1 *f deliveri|]g ;]ower i0 lhat area.
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[Iydra One Retreases 2$tr3 Ye*r-&nel Finameiai Kesults

l;rtr fmmedisle &electse - f;ehru*t3,1-r, :{}14

Toront* * l'lyclro One Inc. today released its 2*13 year-end results wilh nel ineome firr the year of
$803 million and revenucs of $6.{)?4 million.

"'l-lydrn One's linaneial perf,crrmanee and emergency respo$se cuntinu*d to cleliven value to Ontari*
energy consum$rs tl:roughout 20l3," said Carr"n Marcello, Presiejent and CEO, [-{ye{ro Sne tne".'lr":
addition ts our continued contribulions through net inc*me. we made divielencl payments eil'
$2i8 million to cur Shareliold*r. the Frovin*e nf Ontnrin" as w*ll as maintain*d our strclng credir
quality."

l'he follolvi*g are s*rne ol'our noteworthy itrms:

x ln May 20i3. we transitioneeJ to e new customer billing s3rstem."l'hs rnove {o the n*w system was
required to impr*vo customer service while repl*cing oute{ated and unsuppo$ahle teeirnology. We
took sleps to ensure a snrooth ffansition {o a new syslem" but regretlably. sonre of- aLlr customrrs
have expenieneed pnnlongued billing and related serviec issues as a result of the transiti*n. The
Company is entirely fccusesj on resolving olrr clistomer issues and has brr:ught in adclitional
rssources to fix relatsd syslern problerns. Omr custornf,rs expeot and d*senve limely anctr accurat* hills
and we npologize lo those we have inaonveniencee*" We want to assure our eustom*rs that
ultimately. they will only pay for the e l*etricity they use.

{n 20}3" our srows and grid control cenre rvorked qui*kly and sa}bly to restore power [o over
2.556,00$ silstomers in a year o{'unprecectrented storrns" We *xperieneed nine large stonNs during
the year rvhich aftbcted customers in Ontario, and whieh saw subskntial f1E:oding *t ofie o!'nur
largest transmissicn stations. in reslclring eleetrieity services to *ur eustomers" *ul" sta*Tworked over
385.000 hr:urs on stonn related wcrk. ineiuding *ver 250,{.}0tl overtrime lro*rs lv*nked on weekends
and h*lidays. ln the Deeember 2l ice storm mors tl, au 5&5"000 cusf*rxr*r"s were impa*teeJ anel over
1,000 l-lydro One employe*s work*c{ around the e lock untii Decernber 29 ro nepair t]re d*rnage
eaused and to restore electricitv"

&

&

&

During 20X3, we made capital investments CIF $1.3q4 millieln to irnprclve system rcliability. tr:
address our aging pow.er system t* improve ser,,iee to our eustorners" and to fueitrita:e the epnneeti*n
*{ new. e lean generation" ln addirion. our company }ras cmnneel*d R:ore th;ln ll0 l.*eci-in Tariff
(FlT) anet more than 1"3CI0 Micro FIT pra.iects in 2{}lJ.

[n October 20N3, we issued $l"lS5 mil!ion af no{es under r:ur $3 bil}ion &4ediunr-tr-emr }',iCItt: sheiX'
pr$spe$tu$ with a $75CI rnillion S-year tranche anel a $435 million 30-year tranche. Eoth tranehes
were erflbred on a registered basis in Canada and the United $:ates anel are listed on the hierv York
Stock Exchange. Hydr* One"s dual-tranehe i:ffering u,as voted top Canaeiian dollar bond deai of the
year in 2013 by fluroweek. & news publieation covering giobal *apiratr n:arkets"
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ln Decemher 2013" the Frovince r:f $ntariq: rsleased its updated Long-'ferrn llnergy Pian (],TilF]"
lclrievlng So/crnce, replacing the 2SlCI l.l'IrP. "t'he 2013 I"TEP sets out the plan of action f*r the
cnergy ser:tor" ine h"rding strategies fbr mitigating lncreases in eleetriciry rat*s; continusd renev,,able
energy procllrement; nue lear refurhishment: enhancsd r*gionai planning; transmission
enhaneem*:nts; eneouraging Aboriginal parricipation in encrgy pr*"ierts; and the expansiot'l of natural
gas infrastructure" We will continue to work with che Province of Onlari* to develop l:usiness plans
and etr',ieiency targcts that will reduee oosts and resuit in signifieant retepayCIr savingl"

On January q" 2{}14" trhe Ontario llnergy Soarel issr"r*e"la ciecision ane"lorderto amend the transn:ission
lie*nce of nur subsieiiary l"lydrn One ]'letworks lne. to c{evelap xne{ seek appr*val fur th* Northwest
Bulk Transrnission L,ine Project" an oxpansion or reinforcement *f the transmission svstorn in the
&rell west *fl'fhunder Eay. The scmpe and timing *f tkis sigmili*anl pro.ieet shall be in a*c*rctanc*
with the re**mmendations ol'the Ontari* Powsr Autlrorilv"

We contir:ue to make our pension plan sustainabtr and al'{errcJable. Ernployee p*nsi*lr *cntrihuti*ms
have L:een ineteased thr*ugh re-nesotialions with cefiain *f our unlons as ^*-ell as alI managfiment
employe*s.

Our ?013 net income inereased by $5& r"nillion. nr &%. to $&03 million. **mpareei t* 2SI2. We
experienced liigher disrribution !"svenl-ies in 2Et3 mainly reflecting incrcaseeJ g:urehasee* power crsxs"
primarily relateeJ to {he OHB"s RPF rate-s*tting prCIffess and the lE$O's spot :xarkrt. We *lso
experienceel inereased transnrission revcilues in 2013 re{leeting a higher p*ak d*m*nd due to
intermittent periods ol'h*t weather in th* summ*r of Zfll3" as we[] i]s extrern* e*ki win{er w*ather" Cur
2013 net insein:e was also positivr:ly impacted by a lower provision fnr Ft[-s and [:y a reelueti*n to our"
provisi*n t'or payments in lieu of transnrissi*n station properc,v taxes" {'oliowing the finalizati*l.l *f the
&sse$sment *f eeffiain prior years" prope*y tax returfls. -l-his reduction was partially c{'{set by powe::
restoration expenditures follor.ving several major stornls in 2S13.

{}ur 2013 eapital investments of $1"394 million were tower by $60 million" c*mrpared to Ztll). Wirhin
*ur l'ransmission Business, the ?Sl3 capital investments deer*aser.l mrainly due to the *ornpleti*n oi'
three maior capitai pro.iects in 2012 and early 20{3, ineluding the Eru*e tn Milt*n Transmissio:'r
Reinti:reenrcnt Project in the Huron-Crey-Eruee area" We oofitinu*d to invest in int*r*area n*xw,nrk
pro"iects, and in loacl customer conneetions and loeai area supply projeets. Witlxin our Distributiern
Bilsiness, the 2013 eapital invesfmsnts inereased slightly. prin:arily due rc inereased investments refaled
to suslainment work program. including slorm restoration ra,ork foilowing th* ma-iol" storms in ?S13, *nrj
inereased work within our wood pole replaeement progrem and station reflurbishment pro"ie*ts.

'Iotal revenucs of,$6,074 million" were higher by $346 n:iili*m" or 6%. eomBareel to 2{}l?. Our ?fi13
transmission reven$ss of $1,529 n:illion. rr,,ere $;[7 million higher than in ?S13. primarily due t* higher
eiema*d an<tr higher energy *onsurnption, resuiting f'rom a waryner summer and a eoleter winter in 2S13.
compared to 2012. Our 20|3 distribution revenues oi $4"484 million. wers $30{} millicn higher than in
2{i12" primarily cXue to the recovery of,hig}rer purehased power e*sts and higher energy **r"lsuniption.

Net *axh fr*m r:perating activities w*s $tr"404 n:illion in 2013" During the year" we paie.! $2lS n'rillion in
diviclends to our sharelrclder" the Frovince of Ontario" and $l3ti millinn in payments in lieu erfleorporare
inc*me taxes to the Ontario lllectr"ieilv Finaneial Corn*ration"

2
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CONSOLI$AT&S F}NANCIAL MI&HLXGHTS AI\X} S?A?IST{CS

Year tnrled ilecerxher -ll
{{'a$adiiln doll*rs in wi/!i*ns, s.rrep/ {?s olltenuist rxxtdi ?&x3 2S1x $ Chang* {% Chamge
R.even*es

Furchased power
*perating costs
Net inecme
Net cash {ion"l

6,CI?4

3"CI?{)

1.7&2

803

!,4"S4

s.728
2,7]4
r.710

745

1,2s4

t46
:46

52

5E

lt0aetivities

6

s
3

s
q

,Average a:1nrai On{ario 60-nT inute p*ak demanrj f,,1,11tr) 
r :t"493 7t.132 151 2

Distribution * xnits eiistributsd to our orstomers ?q"t{ 29.2 0.6
System-relateel st*tisties are prel iminarl

[-iydro Cne Irrc" is a holding eompany that operates th;"or*gh its suhsidiaries iil eleetrieiry {ransmissinn
anel distributiq:n and teleeom b*sinesses" One of its subsidiari*s. l-{ydro One ldetworks hle .. opera{es ofio
of the largest transn:issicln and distribution systen'ls in North Anrerica. l-:lydro One lnc" ls wh*lly owncel
by the Provinee af Cntario"

i:lydro One lnc.'s 2013 Annual Consnlidated Finan*iai $tatenrents anei h4*nagcment's Diseussinn a*d
Analysis ean hs ec(s$$ed lhrough the following link:

:* w^x:duu*xsusml$xxxulslq

2
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For {tr:.ther infi:nnation. please eontaat:

Daf$,d Kod*yick
D irect*r. Corpur*te Comnr un i calions
4 i 6-345-58?8

$-{ydro 0n* [nvestor Relations
4lS-3,$5-68ST

Ali R. $uleman
Viee Fnesident and 'l'rcasu:"er

4 | 6-345-6 t2S

3
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Hydr* (}ne Relcases 2$I4 First Qu*rten $imanr:inl Rcsrxlts

{;oy fwwedir.rf* &e/ellse - d{*y Z ;Old

Tormnto * [-{ydro One [ne . today re leased its 2014 firsl quarter results w,i{h net inccme for th* quaffi*r of
$240 rnillion and revenues of'$1"754 million.

"ln tl"re firs{ quaffien oi30l4. }-{ydra One drove strofig finan*ial per&rmnnee while:xaking irxportant
investmcnts in our systern that improve reliahiiity anqi scrvice f*r our euston"!ers.'" said Cam:rine
&.{arcello. Presid*nt and C}:O, f{ydro One" "Thc Cornpany will remain fucused on providing soiiel
returns and sontinuing our critical investment programs lo address enci-o{ili{b assets. impr*ve our
systems' re Iiahility and perfirrmanec, and address aging power system inl?astrueture."'

The {blNowing *re sorne of our notewort}ry items

Duri*g the trirst quarter of ?S14. we made eapilal investrnents o{ $29$ miliion tql address end-oI'-iifl*
circuit hreakers and enable the ine*rporation uf new energy nrnewable generation in the '{'r'lromto,

Ottarva *nd Niagara elreas" "l'hese capttal projeets [neh.rde inereasing tlie shoffi eircuit capahilities ar
our Manby. Hawthorne and Alla:rburg Transmission Stations by replacing cver 4t] end-of:life
breakers. '['he eurrentiy anticipated substantial eompletion date 1'or this wor[< is rxid to late 2014.

W* are also condue{ing w*rk on our neu, Clarington Transmission $tation Froject to install
adclitional aute;-transfurmer capacity in the &sharva erea to acldress suppty reliability issu*s r*quired
for r:ur eusromers in industry relating ti) the eventual elosure of'the $)ickering generating station" and
at our l-aket:ead Transmission Station lo repla*e and ilpgractre a number of transf,onners urnd

oofilponen{s. in order to improve reliahility and netw*rk tXexibility in the Thuneler Eay area.

During the tirst qua$er o1'2014, we lssued $175 million of notes under *ur $3 billion k{edium-'l'*rrx
Note shelf prospeetus" eonsisting of $50 rnillion fixed-rate n*tes n:aturing in 2064. anel $125 miiiio*
floating-rate notes n'leturing in ?0 tg.

&

s

&

a Tlre lransition to a new Customer lnformation $ystem in May 2013 has resulted in billing anrJ relarerj
service issues tbr s*me of our custorners" We have taken a nurnb*r of steps to mini:nire the impa*l
of these issues 0n oult eu$tomers"

We annnuneed filnding for nell, outreach aneS pre-appren{iec progran'}s wlth Confudenation L'o{}*ge
that rvill be designed to pr*vide training to stuql*n{s inlerestecj in th* ele*rica} utiiity seato;:. Th*
investmen{ will fo*us oll yruth and First Nations and Metis eomniLlnities" and in eo*junetion with
|'ieimhern Collegr. the prograrns wiil hetp build {o*al trades *apaeity aeross Nr:rt}rern Ontario.

Our ?fi14 first Euafier net ineome deereased by $i7 million, or TYo, to $2,{0 mitlion. comparcd to rhe
same prriod in 2013. The de*rsase ln net incorne was mainly due to a nofi*reei;rring r*e*ueti*n in
*peration, maintenanee and adminislratiqln eosts in the first qua:1er o1')013" drar to a r*dlrstiofl f{} ofir
pnovision for payments in lieu *{'prop*nty taxes related to lransmission stations f*r th* years l9$S to
2010" as well as increased work program expene*itur*s in thc first qLiamer nf 2S14. mainiy in sl"lppor-t otr

our custorner citre flrosrams. The lncrease in *perati*n. mraintenitnoe and adniinisiration er:sls uas

*
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partially ofiset i:y higher reventi$$" primarily due to O{il]*apprr;vee1 inereased 2S14 transrnission rates.
anei inereased energy peak demanel and consurnption in the {lrsl qu&x"ter *f 2$14, n:ainly resu[*ing fromt
an extremely eold rarintcr. Cun transrnission systern is built to eoe{}mmsdate suclr increases in dsmand"

Sr.lr 2014 {irst qua$er capital invest$rents *f $246 million were higher by $2S miltrir:n" eompared t* the
same pericd in 2CI13" Within our Transmission Business. the capital investm*nts increased main13, within
nur transmission sustainment projects including significanr system and lines investments in order to
improve retriahility. ancl the replaeement of end-*f-[fe assets suelr as undergrounei transmission e*bles
l:etw'een our $traehan Transmission Station and R.iverside Juneti*n. We lrave also begun x,ork on oun
:lew Clarington Transmission Station Prajeet" Withifi our $istributinn Business. the capital investrnenrs
inerexsed slightly, primarily due to inereasecl rv*rk within erur Station KelurbisXrment Program.

Surt*t*l 20{4 first quarter revenlrss of $1,7$,{ million wer* highcr by $t92 mii}ion. or i2%" cornpared
t* thi: same perioel in 2013" Our tnansmission revenues cf $;122 million were $4$ million trigh*r
prin'larily due to $23 miliion increase due to new ?014 $tsB-approvcel transmission !'&tes. as weli as

$15 million inerease due {o higher peak demand" r*sulting from a eolder wint*r in the first quarter r:f
2014" corNp*red to lhe same pe:"iod in 2013. Our distribu:i*:r r€venuos *f $1.327 rnillion were $}43
:xiliion higher primarily due to the recovery of higher purelrasee.l pow.er er:sts anei higher onergy
emnsur:rption. eompaneel to the seme period in 2013"

Net sash fiom operating aetivities was $149 nrillion ln the frrst Elleltor of 2{}14" During tl:* quarter. we
paiel $tr9Q niillion in dividsnds {o our shareholcler" t}re Frovince oi'Ontario" and $22 million in payrncnts
in lieu o{'eorporate income taxes to ths Ontariu ileetrieity Fin*neia} Corponatiol'1"

CONS{:}!" T&AT }I& S' INA Nffi AT" x{ ;S}$,i $$TS AN& SYAT'TST X C S

'{hree 
ntotrt/rs ende$ Marclz 3l

lt'rsnttdiun dallars in mill ian.t ri.r of &rr".r'r.' i.le xoleelt )CII,$ :{}13 $ Ch*nse {K Chsnse
ltevenues
Furchased power
Operatlng eosts

Net income
hlet *ash from operatins activit;*s

i"764
s2:
478
240
i49

7*E
394
:57
i6l

!q2
I ?4"

E4

( i7)
{ {2}

t:
t6
:i
{?}
{7)

^572
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