





HONI_20086.206 2006-12-31 Hydro One Networks Inc..
2007-07 04 1211 87086 5821 RC0O001

l * Canada Revenue  Agence du revenu

Agency du Canada SCHEDULE 10

CUMULATIVE ELIGIBLE CAPITAL DEDUCTION

"N‘;ﬁégf‘éorporation . Business Number Taxyearend
YearMonth Day
__Hydro One Networks Inc, 87086 5821 RC0001 2006-12-31

* For use by a corporation that has eligible capital property. For more information, see the T2 Corporation Income Tax Guide.
¢ A separate cumulative eligible capital account must be kept for each business.

Part 1 - Calculation of current year deduction and carry-forward

Cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter “0") m 130,644,309 A
Add: Cost of eligible capital property acquired
during the taxationyear .......... 11,601
Other adjustments . .............
Subtotal (line 222 plus line 226) 11,601 x 3/4 = 8,701 B
Non-taxable portion of a non-arm’s length
transferor's gain realized on the transfer
of an eligible capital property to the
corporation after December 20, 2002 . m x 1/2 = C
amount B minus amount C (if negative, enter "0") 8,701 p» 8,701 D
Amount transferred on amalgamation or wind-up of subsidiary ~ .................. ... E E
Subtotal (add amounts A, D, and E) 130,653,010 F
Deduct: Proceeds of sale (less outlays and expenses not
otherwise deductible) from the disposition of all
eligible capital property during the taxationyear ....... m 669 G
The gross amount of a reduction in réSpect of a forgiven
debt obligation as provided for in subsection 80(7) ... .. 244 H
Other adjustments . ........... ... i urenean. 246 |
(add amounts G,H, and 1) 669 x 3/4 =EH 502 -
Cumulative eligible capital balance (amount F minus amount J) ... ... ... . .. 130,652,508 .
(if amount K is negative, enter "0" at line M and proceed to Part 2)
Cumulative eligible capital for a property no longer owned after ceasing to carry on
that bUSINESS . . e e m
amount K 130,652,508
less amount from line 249
Current year deduction .............. 130,652,508 x 7.00% =] 9,145,676 *
(line 249 plus line 250) (enter this amount at line 405 of Schedule 1) 9,145,676 » 9,145,676 L
Cumulative eligible capital ~ Closing balance (amount K minus amount L} (if negative, enter "0")  ..... 300 121,506,832 M
* You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 365.

T2 SCH 10 (04) ‘ Canad'é'
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HONI_2006.206
2007-07-04 12:11

2006-12-31

Hydro One Networks Inc.

87086 5821 RC0001

Continuity of financial statement reserves (not deductible)

10

Financial statement reserves (not deductible)

Description Balance at the Transfer on Add Deduct Balance at the
beginning of amalgamation or end of the year
the year wind-up of
subsidiary
OPEB Liability Short Term 35,075,000 35,075,000
OPEB Liability Long Term 688,996,332 87,101,443 776,097,775
Enviromental Short Term 13,010,000 50,000 12,960,000
Environmental Long Term 58,386,976 9,339,296 49,047,680
Contingent Liabilities 66,344,735 36,374,358 29,970,377
Deferred export Tx Svs Cr 32,050,051 16,709,121 48,759,172
RSVA Liabilities 37,518,166 -52,846,883 17,495,923 2,167,206
Tenant Inducement 2,240,891 544,865 1,696,026
Earnings Sharing - TX 34,089,793 34,089,793
Reserves from
Part 2 of Schedule 13
Totals 933,622,151 -52,846,883 155,396,280 46,308,519 989,863,029

The total opening balance plus the total transfers should be entered on line 414 of Schedule 1 as a deduction.

The total closing balance should be entered on line 126 of Schedule 1 as an addition.
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Ministry of Finance

Corporations Tax

33 King Street West
PO Box 620

Oshawa ON L1H 8E9

Ontario 2006

This form is a combination of the Ministry of Finance (MOF) CT23 Corporations
Tax Return and the Ministry of Government Services (MGS) Annual Return.

Page 1is a common page required for both Retums. For tax purposes
depending on which criteria the corporation satisfies, i{ must complete
the Exempt from Filing (EFF) declaration on page @ ile the CT23 Return
on %gggs %-] 1. Corporations that do not meet the EFF criteria but do meet
77 e Shori-Form criteria, may request and file the CT23 Short-Form Return
(see page 2).
(Not required if already filed or

CT23 Corporations Tax and

Annual Return

For taxation years commencin
after Decemger 31, 2003 9

Corporations Tax Act - Ministry of Finance (MOF) .
Corporations information Act - Ministry of Govemment Services (MGS)

The Annual Return (common page 1 and MGS Schedyle A on pages

18 and 19, and Schedule K on page 20) containsion-taxjnformation
ollected urider the authority of the Corporations Information Act for the
purpose of maintaining a public database of corporate information. This
return must be completed by Ontario share-capital corporations or
Foreign-Business share-capital corporations thathave an extra-provincial

licence tooperate in Ontario.

Ministry Use

MGS Annual Return Required? Annual Return exempt. Refer to Guide) DYQS @NO Page 1 of 20
Corporation's Legal Name (including punctuation) Ontario Corporations Tax Account No. (MOF)
Hydro One Networks Inc. This Return covers the Taxation Year
Mailing Address Start year month day
@ 2006-01-01
483 Bay Street, 8th Floor e year month day
South Tower n 2006-12-31
Toronto
ON CA M5G 2P5
Has the mailing address changed year month day Date of Incorporation or Amalgamation
since last filed CT23 Return? [ Jves Date of Change T
Registered/Head Office Address 1999-03-04
483 Bay Street, 8th Floor
South Tower Ontario
Toronto Corporation No.
ON CA M5G 2P5 (MGS) 1344260
Location of Books and Records
483 Bay Street, 8th Floor Canada Revenue Agency Business No.
South Tower If appiicable, enter
Toronto
87086 5821 RCO001
ON CA M5G 2P5
Name of person to contact regarding this CT23 Return Telephone No. Fax No.

BRIAN SOARES _(416) 345-6782

(416) 345-6978

Jurisdiction
Incorporated

Enta rio J

only this schedule may be photocopied. State number submitted (MGS). b

Name of Authorized Person (Print clearly or type in full)

D o] P
Title: D Director D Officer lXJ Other individuals having knowledge

If there is no change to the Directors'/Officers'/Administrators'information previously
submitted to MGS, please check (X) this box. Schedule(s) A and K are not required (MGS).

Certification (MGS)
I certify that all information set out in the Annual Return is true, correct and complete.

of the Corporation's business activities
Note: Sections 13 and 14 of the Corporations Information Act provide penalties for making false or misleading statements or omissions.

b [X] ¥Range

Address of Principal Office in Ontario (Extra-Provincial Corporations ont MGS N Lo
P ario ( el oo M ¢ ) if notincorporated in Ontario, indicate the
date Ontario business activity commenced
and ceased:
year month day
Commenced
Ontario Canada
year month day
Former Corporation Name (Extra-Provincial Corporations only) ’X] Not Applicable (MGS) Ceased
lzl Not Applicable
Preferred Language / Langue de préférence
Information on Directors/Officers/Administrators must be completed on MGS No. of Schedule(s) English French
Schedule A or K as appropriate. If additional space is required for Schedule A, anglais frangais

Minis!

try Use
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Corporation’s Legal Name Ontario Corporations Tax Account No. (MOF)  TaxationYear&nd CT23 P age 3 0of 20

_Hydro One Networks Inc. 1800029

2006-12-31

CT23 Corporations Tax Return

Identification continued (for CT23 filers only)

Please check applicable (X) box(es) and complete required information.

Type of corporation

n 1 @ Canadian-controlled Private (CCPC) all year (Generally a private
corporation of which 50% or more shares are owned by
Canadianresidents.){fed.s.125(7)(b))

2 D Other Private

3[ ] Public
4 D Non-share Capital

5[] other (specity) ¥

{nearest percant)

Share Capital with full voting rights o
owned by Canadian Residents 100 %

u 1 D Family Farm corporations.1(2)
2 D Family Fishing corporations.1(2)
3 D Mortgage Investment corporations.47
4 D Credit Union s.51
5 D Bank Mortgage subsidiary s.61(4)
6 [ ]Banks.1(2)
7 D Loan and Trust corporation s.61(4)
8 D Ndn-residentcorporation s.2(2)(a)or (b)
9 D Non-resident corporations.2(2)(c)
10 D Mutual Fund corporations.48

1 D Non-resident owned Investment corporations.49

12 D Non-resident ship or aircraft under reciprocal agreement with
Canadas.28(b)

14 Bare Trustee corporation

15 Branch of Non-resident s.63(1)

16 D Financial institution prescribed by Regulation only
17 E] Investment Dealer

18 D Generator of electrical energy for sale or producer of steam for
use in the generation of electrical energy for sale

19 Hydro successor, municipal electrical utility or subsidiary of either

20 D Producer and seller of steam for uses other than for the generation
of electricity

21 D Insurance Exchanges.74.4
22 D Farm Feeder Finance Co-operative corporation

23 D Professional corporation (incorporated professionals only)

D This is the first year filing after incorporation or an amalgamation
(If checked, attach Ontario Schedule 24.)

D Amended Return

D Taxation year end change—Canada Revenue Agency
approval required

D Finaltaxation year up to dissolution (Nofe: for discontinued
businesses, see guide.)

D Finaltaxation year beforeamalgamation

D The corporation has a floating fiscal year end

I:I There has been a transfer or receipt of asset(s) involving a corporation
having a Canadian permanent establishment outside Ontario

D There was an acquisition of control to which subsection 249(4)
of the federal /ncome Tax Act (ITA) applies since the previous
faxationyear

If checked, date control was acquired year  month day

D The corporation was involved in a transaction where all or substantially
all (90% or more) of the assets of a non-arm's length corporation were
received in the taxation year and subsection 85(1) or 85(2) of the
federal ITA applied to the transaction (If checked, attach Ontario
Schedule 44.)

D First year filing of a parent corporation after winding-up a subsidiary
corporation(s) under section 88 of the federal ITA during the taxation
year. (If checked, attach Ontario Schedule 24.)

L—_I Section 83.1 of the CTA applies (redirection of payments for certain
electricity corporations)

Yes No
|:| Izl Was the corporationinactive throughout the taxation year?

(x]

Has the corporation’s Federal T2 Return been filed with the
Canada Revenue Agency?

Are you requesting a refund due to:
D @ the Carry-back of a Loss?

D |_7_I anOverpayment?

[] [X] asSpecifiedRefundable Tax Credit?
D [XI Are you a memberof a Partnership or Joint Venture?

Complete if applicable

Ontario Retail Sales Tax Vendor Ontario Employer Health Tax
Permit no. (Use head office no.) Account no. (Use head office no.)

|

Specify major business activity

Trans & Dist

of Electricity

CORPORATE TAXPREP - 2006 CT23 - 2006 V.2.1 - 070A



Income Tax CT23 Page 4 of 20

Ailocation - If you carry on a business through a permanent establishment in & jurisdiction outside Ontario, you may allocate that DOLLARS ONLY
portion of taxable income deemed eamed in that jurisdiction to that jurisdiction (s.39) (Int.B. 3008).

Net Income (loss) for Ontario purposes {per recondiliation schedule, page 15) L 245,419,25¢
Subtract: Charitable donations L B I T [I] —_— s
Subtract: Gifts to Her Majesty in right of Canada or a province and gifts of cultural property (Aftach schedule 2} R -8

Subtract: Taxable dividends deductible, per federal Schedule 3 AL T R
Subtract: Ontario political contributions (Aftach Schedule 2A) (int.B. 3002R) R e
Subtract: Federal Part V1.1 tax « X 3 A

Subtract: Prior years' losses applied~ Non-capitallosses L TR R S - me—_m;
From | 715

inclusion -
Nel capitallosses  (page 16) o X rate 50.000000|% = - [l

Farmlosses e e e e e e e oo o oo - s o - Fom[724]
Restricted farm losses e e e e e e e e oo oo oo - . - Fom[734] K
Limited partnershiplosses - - - - - - - - - s s - - - - - — From S )
Taxable Income (Non-capital loss) T T R A R 545,419,256 o
Addition to taxable income for unused foreign tax deduction for federal purposes L + [ 11 .
Adjusted Taxable Income | 10| +[11] (i isnegative, enter [ 11] ) e 545,419,256 o
Number of Days in Taxation Year
Taxable Income D e v 1 vo04.  Total Days
From {10 (or [20 ] if applicate) 545,419,256 ¢ X [30]]__100.0000/% * 12.5% X + (73] 365 J=+[29] .
Ontario Allocation Days afier Dec. 31, 2003 Totai Days
From [10] (or [20 ] i appiicavle) 545,419,256 X [30]| _100.0000]% X  14% x|[3¢] 365 <+ _ 365 j=+[32] 7635869 .
Ontario Allocation
Income Tax Payable (before deduction of tax credits) + S =[40] 76,358,696 «

Incentive Deduction for Small Business Corporations (IDSBC) (s.41)

If this section is not completed, the IDSBC will be denied.

Did you claim the federal Small Business Deduction (fed.s.125(1)) in the taxation year or would you have claimed the
federal Small Business Deduction had the provisions of fed.s.125(5.1) not been applicable in the taxation year? (X) D Yes No

* Income from active business carried on in Canada for federal purposes (fed.s.125(1)(a)) - - - - .
Federal taxable income, less adjustment for foreign tax credit (fed.s. 125(1)(b))  + o
Add: Losses of other years deducted for federal purposes (fed.s.111) + @ .
Subtract: Losses of other years deducted for Ontario purposes (s.34) - [E
= .
Federal Business limit (line 410 of the T2 Return) for the year
before the application of fed.s.125(5.1) e e D s e - - - 8]
Ontario Business Limit Calculation
Days after Dec. 31, 2002
and before Jan. 1, 2004
320,000 x { + " 365J =+ .
{Days after Dec. 31, 2003 J PercentageofF ederal
34 - il = Business mit
400,000 x ([ 34] 365 365 ) = + 400000 | om T2 Schedule 23).
Enter 100% if
. - notassociated.
Business Limit
for Ontario purposes + = 400,000 4 X 100.0000]% ) =[ 45 | 400,000«
Income eligible for the IDSBC e e - e e e e oo From 100.0000 J% x{ 56 ] - ]

o =[60]
***Ontario Allocation Leastof [ 50 |,[ 54 Jor[ 45 ]

*  Note: Modified by 5.41(6) and (7) for corporations that are members of a partnership. (Refer to Guide.)
**  Note: Adjust accordingly for a floating taxation year and use 366 for a leap year.
***  Note: Ontario Allocation for IDSBC purposes may differ from if Taxable Income is allocated to foreign jurisdictions. See special rules (s.41(4)).

continued on Page §
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Corporation's Legal Name Ontario Corporations Tax Account No. (MOF)  Taxation YearEnd

CT23 Page 5 of 20
DOLLARS ONLY

Hydro One Networks Inc. 1800029 2006-12-31

Income Tax continued from Page 4

Number of Days in Taxation Year
Days after Dec. 31, 2002

and before Jan. 1, 2004 Total Days
falculation of IDSBC Rate T T 7% x|[31] +[73] 365 |= +[89] . .__,_j
Days after Dec. 31, 2003 Tolal Days }
85% X = +[90] 8.5000 |

365 < [73] 365
IDSBC Rate for Taxation Year + [90] N e =[78] 8.5000

Claim i . X from[78]]  8.5000|% - - - =[70] .

Corporations claiming the IDSBC must compiete the Surtax section below if the corporation’s taxable income
(or if associated, the associated group's taxable income) is greater than the amount 400,000 in below.

Surtax on Canadian-controlled Private Corporations (s.41.1)

Applies if you have claimed the Incentive Deduction for Small Business Corporations.

Associated Corporation - The Taxable Income of associated corporations is the taxable income
for the taxation year ending on or before the date of this corporation's taxation year end.

- = - - - < - - -rFrom [10] (or [ 20] ifapplicable) +[80] 545,419,256 «

*Taxable Income of the corporation L T
If you are a member of an associated group (X) LY__I (Yes)

Ontario Corporations Tax

Name of associated corporation (Canadian & foreign) Y Account No. {(MOF) Taxation Year End * Taxable Income
(if insufficient space, attach schedule) (if applicable) (if loss, enter nil)
See schedule + .
+[e3]_ .
+ I §
_\ggregate Taxable Income + [82] + + [ 84| efc. N =88] 545,419,256 ,
Number of Days in Taxation Year
Days after Dec. 31, 2002
and before Jan. 1, 2004 Total Days
320,000 X = 365 | = +[115] .
Days after Dec. 31, 2003 Total Days
400,000 X 365 = [73] 365 |= +[116] 400,000 «
115] + [116] = 400,000 , b e e - - - - - [114] 400,000 o
(If negative, enter nil) e e e e e e e e e e e e e e e e e e e e e e e e e e e e e, =[86] 545,019,256 ,

Number of Days in Taxation Year
Days afier Dec. 31, 2002 Total Days

CglculationofSpeclﬁed Rate for Surtax - - - - - - - - - 46670% X 365 =+ 365 |= +| 4.6670
o

From 545,018,256 4 X From [97 | 46670/% - - - - - - - - - = 25,436,049 o
’ From 25,436,049 4 X From o + From 400,000 ¢ = .
Surtax Lesserof [ 70] or [88] e R

* Note: Short Taxation Years —Special rules apply where the taxation yearis less than 51 weeks for the corporation and/or any corporation associated with it.

continued on Page 6

N
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Income Tax continued from Page § CT23 Page 6 of 20 -
DOLLARS ONLY

Additional Deduction for Credit Unions (s.51(4)) (Attach schedute 17) S e e e [110]

Manufacturing and Processing Profits Credit (M&P) (5.43)

Applies to Eligible Canadian Profits from manufacturing and processing, farming, mining, logging and fishing carried on in Canada, as determined
by regulations.

Eligible Canadian Profits from mining are the “resource profits from the mining operations”, as determined for Ontariq depletion purposes, aftgr dedl..'cting
depletion and resource allowances but excluding amounts from sale of Canadian resource property, rentals or royalties. If you are claiming this credit,
attach a copy of Ontario schedule 27.

The whole of the active business income qualifies as Eligible Canadian Profits if: a) your active business income frorp sources other than manufacturing and
processing, mining, farming, logging or fishing is 20% or less of the total active business income and by the total active business income is $250,000 or less.

Eligible Canadian Profits T T N [20]
Subtract:  Income eligible for the Incentive Deduction for Small Business Corporations (IDSBC) - - - - - - - —Fom(S56) .
Add: Adjustment for Surtaxon Canadian-controlled private corporations

From From From

[io] .+ (3] 1000000% < [ms]l ssooo) =[z] .

*“Ontario Allocation

Lesserof [ 56 | or [121] T e T T T B R T 122 00 e
@) - (] + [

Taxable Income e

Subtract:  Income eligible for the Incentive Deduction for Small Business Corporations ({DSBC) L

Add: Adjustments for Surtax on Canadian-controlled private corporations L B + From[122]
Subtract:  Taxableincome 10[ 545,419,256 X Allocation % tojurisdictions outside Canada % - - =
Subtract:  Amount by which Canadian and foreign investmentincome exceeds net capital losses S 141 636,852 o
(0] - [86) + [122] — [W0] - [M] - - - - = -~ = =~ =« -« <~ =~ -~ - - = 214,782,404 -
Claim Number of Days in Taxation Year
Days after Dec. 31, 2002
. and before Jan. 1, 2004 Totai Days
(Taa] o X From 100.0000/% X  15% X { g 365 ’= +[154] R
Lesser of [130] or Ontario Allocation Doye afler Do 31,2003 Tolat Days
143 o X From [30]| 100.0000(% X 2% X 365 =+ 365 j= +[156] .
Lesser of o Ontario Allocation
M&P claim for taxation year + [156] S T =[] ___ .

* Note: Ontario Allocation for M&P Credit purposes may differ from if Taxable Income is allocated (o foreign jurisdictions. See special rules (s.43(1))

Manufacturing and Processing Profits Credit for Electrical Generating Corporations =[181] .

Manufacturing and Processing Profits Credit for Corporations that Produce
and Sell Steam for uses other than the Generation of Electricity e e e e - e o =[3e2] .

Credit for Foreign Taxes Paid (s.40)

Applies if you paid tax to a jurisdiction outside Canada on foreign investment income (Int.B. 3001R). (Attach schedule). - N 1

Credit for Investment in Small Business Development Corporations (SBDC)

Applies if you have an unapplied, previously approved credit from prior years' investments in new issues of equity shares in Small Business Development
Corporations. Any unused portionmay be carried forward indefinitely and applied to reduce subsequent years' income taxes. (Refer to the former Smalf
Business Development Corporations Act)

Eligible Credit . CreditClaimed [ 180] .
Subtotal of Income Tax [(40] - [70] + [100] - [190] — [160] - [161] - [162] — [170] - [180] - - - - =[90] 76,358,69¢

continued on Page 7
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Corporation's Legal Name Ontario Corporations Tax Account No. (MOF)  Taxation Year Eﬂj CT23 P age 7 of 20

Hydro One Networks Inc. 1800029 2006-12-31
income Tax continued from Page 6

DOLLARS ONLY

specified Tax Credits (Referto Guide)
Ontario Innovation Tax Credit (OITC) (s.43.3) Appliesto scientific research and experimental developmentin Ontario. .
Eligible Credit From 5620 | OITC Claim Form (Attach original Claim Form) T 1 1) D

Co-operative Education Tax Credit (CETC) (s.43.4) Applies to employment of eligible students.
Eligible Credit From [5798 | CT23 Schedule 113 (Atfach Schedule 113) c e e e e e e e e e e e e e +[192 225,753

Ontario Film & Television Tax Credit (OFTTC) (s.43.5)
Applies to qualifying Ontario labour expenditures for Name of Production
eligible Canadian content film and television productions.

Eligible Credit From [ 5850 l of the Cerificate of Eligibility issued by the Ontario Media Development Corporation (OMDC)

(Attach the original Certificate of Efigibility) e e e e e e e e e e e e e +[193) .
Graduate Transitions Tax Credit (GTTC) (s.43.6) No.of Graduates From [6596]

Appliesto employment of eligible unemployed post secondary graduates, foremployment

commencing prior to July 6, 2004 and expenditures incurred prior to January 1, 2005.

Eligible Credit From 6598 ] CT23 Schedule 115 (Attach Schedufe 115) T +es] .
&

Ontario Book Publishing Tax Credit (OBPTC) (s.43.7)
Appilies 1o qualifying expenditures in respect of eligible literary works by eligible Canadian authors.
Eligible Credit From OBPTC Claim Form (Attach both the original Claim Form and the Certificate of Eligibility) - - + .

Ontario Computer Animation and Special Effects Tax Credit (OCASE) (s.43.8)

Applies to labour relating to computer animation and special effects on an eligible production.

Eligible Credit From of the Certificate of Eligibility isséed by the Ontario Media Development Corporation (OMDC)

(Attach the original Certificate of Eligibility) e e e e e e e e e e e e e e e e e e e +fer]

Ontario Business-Research Institute Tax Credit (OBRITC) (s.43.9)
‘pplies to qualifying R&D expenditures under an eligible research institute contract.
Jgible Credit From OBRITC Claim Form (Attach original Claim Form) T T +ee] .

Ontario Production Services Tax Credit (OPSTC) (5.43.10)

Appilies to qualifying Ontario labour expenditures for eligible productions where the OF TTC has not been claimed.

Eligible Credit From of the Cerlificate of Eligibility issued by the Ontario Media Development Corporation (OMDC)

(Attach the original Certificate of Eligibility) = +[199]

Ontario Interactive Digital Media Tax Credit (OIDMTC) (s.43.11)

Applles to qualifying labour expenditures of eligible products for the taxation year.

Eligible Credit FromoftheCeniﬁcateofEligibiIityissuedbytheOntarioMediaDevelopmentCorporaﬁon(OMDC) L

(Attach the ariginal Cettificate of Eligibility) S e B ST A I N R S B +_________o

Ontario Sound Recording Tax Credit (OSRTC) (s.43.12)
Appilies to qualifying expenditures inrespect of eligible Canadian sound recordings.

Eligible Credit From OSRTC Claim Form (Attach both the original Claim Form and the Certificate of Eligibility) - +[201] N
Apprenticeship Training Tax Credit (ATTC) (s.43.13) No.of Apprentioss From

Applies to employment of eligible apprentices. L 196

Eligible Credit From [5898 | CT23 Schedule 114 (Attach Schedule 114) e e e e e e e e e e e e e +[203] 812,762 o
Other (specify) S I R +[203.1] )
Total Specified Tax Credits [191]+[192] + [193] +[195] + [196] + [197] + [198] + [199] +[200] + [201] + [203] + [203.1] =[220] 1,038,515 o
Specified Tax Credits Applied to reduce Income Tax T T LT T = 1,038,515 o
Income Tax - OR Enter NIL if reporting Non-Capital Loss (amount cannot be negative) - - - =[230]____75320,181,

To determine if the Corporate Minimum Tax (CMT) is applicable to your Corporation, see Determination of Applicability section for the CMT
on Page 8. If CMT is not applicable, transfer amount in to Income Tax in Summary section on Page 17.
R

1f CMT is not applicable for the current taxation year but your corporation has CMT Credit Camryovers that you want to apply to reduce
income tax otherwise payable, then proceed to and complete the Application of CMT Credit Carryovers section part B, on Page 8.

CORPORATE TAXPREP - 2006 CT23 - 2006 V.2.1 - 070A




Corporate Minimum Tax (CMT) CT23 Page 8 of 20 -
DOLLARS ONLY

Total Assets of the corporation C e Lo oo oo oo . +[240] 11,364,755229 ¢

Total Revenue of the corporation T T I R +1241] ___4,151,572,00¢

The above amuunts inciude the corporation’s and associated corporations' share of any partnership(s) / joint venture(s) total assets and total revenue.

If you are a member of an associated group (X)  [242] [_] (Yes)

Ontario Corporations Tax

Name of associated corporation (Canadian & foreign) Account No. (MOF) Taxation Year End Total Assets Total Revenue
(if insufficient space attach schedule) (if applicable)
+load] 0 .+ - s
- + @ - et Y
. - +foa7] 0 awfee8)
Aggregate Total Assets [240] + +[245] + , elc. e e e e - e e a = 11,364,755,229 o

- - - - - =[250 4,151,572,000 ,

Aggregate Total Revenue [§E++[;2§_€]+[_2_T*8],etc4 e S R

Determination of Applicability

Applies if either Total Assets [2}19 exceeds $5,000,000 orTotal Revenue I250 exceeds $10,000,000.

Short Taxation Years — Special rules apply for determining total revenue where the taxation year of the corporation or any associated corporation or
any fiscal period of any partnership(s) / joint venture(s) of which the corporation or associated corporation is amember, is less than 51 weeks.

Assoclated Corporation - The total assets or total revenue of associated corporations is the total assets or total revenue for the taxation year ending
on or before the date of the claiming corporation’s taxation year end.

If CMT is applicable to current taxation year, complete section Calculation: CMT below and Corporate Minimum Tax Schedule 101.

Calculation: CMT (Attach Schedule 101.)

Gross CMT Payable - - CMTBase From Schedule 101 | 2136 588,008,811 ¢ X From | 30 100.0000{% X 4% = 23,520,352 o
If negative, enter zero Ontario Allocation

Subtract: Foreign Tax Credit for CMT purposes (Attach Schedule) R T T - 277

Subtract: Income Tax T 76,358,696

Net CMT Payabile (If negative, enter Nit on Page 17.) B T 52,838,344 «

if [280] is less than zero and you do not have a CMT credit carryover, transfer {230] from Page 7 to Income Tax Summary, on Page 17.
if (:2_5:('}] is less than zero and you have a CMT credit carryover, complete A & B below.

if |280] is greater than or equal to zero, transfer to Page 17 and transfer to Page 17, and to Part 4 of Schedule 101: Continuity of CMT
Credit Carryovers.

CMT Credit Carryover available FromSchedute 101 T From[2333] o

Application of CMT Credit Carryovers

A.  Income Tax (before deduction of specified credits) e e e e e i . e ..o oo 4 - -+ rom[190] 76,358,696 o
Gross CMT Payable e T 23,520,352 o
Subtract: Foreign Tax Credit for CMT purposes - - - - = - - - - = From[277] .
if - [277] is negative, enter NiL in [290] = 23,520352 4 b - 290 23,520,352 o
Income Tax eligible for CMT Credit e e e e e e e e e e e e e e e e e e e e . 52,838,344
B. Income Tax (after deduction of specified credits) s e e e e e - e - 4 .- - - 4 . < < - - % Fom[230] 75,320,181

S
75,320,181 o

Transfer fo page 17

Subtract: CMT credit used to reduce income taxes e e oo el el oo

fncome Tax S e e e e e e e L e e Lo e oo o e e e

If A & B apply, 310] cannot exceed the lesser of , and your CMT credit carryover available | 2333 ].

if only B applies, cannot exceed the lesser of and your CMT credit carryover available |2333].
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Corporation's Legal Name Ontario Corporations Tax Account No. (MOF)  Taxation Year End
L Hydro One Networks Inc. 1800029 2006-12-31
Capital Tax (refer to Guide and int.8. 3011R)

faur corporation is a Financial Institution (s.58(2)}, complete lines and

430| on page 10 then proceed to page 13.

Ifyour corporation is not 8 member of an associated group and/or partn
and the Gross Revenue and Total Assefs as calculated on page 10 in
and BE are both $3,000,000 or less, your corporation is exempt from Capital
Tax for the taxation year, except for a branch of a non-resident corporation.

A corporation that meets these criteria should disregard all other Capital

Tax items (including the calculation of Taxable Capital). Enter NiL in

on page 12 and complete the retum from that point. All other corporations must
compule their Taxable Capital in order to delermine their Capital Tax payable.

Members of a partnership (limited or general) or a joint venture, must attach
altfinancial statements of each partnership or joint venture of which they are

amember. The Paid-up Capital of each corporate partner must include its
share of liabilities that would otherwise be included if the partnership were
a corporation. If investment Allowance is claimed, Total Assets must be

ershij
[ 480

CT23 Page 9 of 20

DOLLARS ONLY

adjusted by adding the corporation's share of the partnership's Total Assets
and by deducting investments in the partnership as itappears on the
corporation's balance sheet, in additionto any other required adjustments
(s.61(5)). Special rules apply to limited partnerships (Int.B. 3017R).

Any Assets and liabilities of a corporation that are being utilized in a joint
venture must be included along with the corporation's other Assets and
liabilities when calculating its Taxable Paid-up Capital.

Special rules and rates apply to Non-Resident corporations (s.63, s.64 and

s.69(3)).

Paid-up Capital of Non-resident: Paid-up capital employed in Canada of
a non-resident subject to tax by virtue of s.2(2)(a) or 2(2)(b}, and whose
business is not carried on solely in Canada is deemed to be the greater
of (1) taxable Income in Canada divided by 8 percent or (2) total assets in
Canada minus certainindebtedness in accordance with the provisions of

5.63(1)a) (Int.B. 3010).

Paid-up Capital

Paid-up capital stock (Int.B. 3012R and 3015R)

Retained eamings (if deficit, deduct) (Int,B. 3012R)
Capital and other surpluses, excluding appraisal surplus (Int.B8.3012R)
Loans and advances (Attach schedule} (Int.B. 3013R)

Bank loans (Int.B. 3013R)

Bankers acceptances (Int.B. 3013R)
Bonds and debentures payable (Int.B. 3013R)
Mortgages payable (Int.B. 3013R)
Lien notes payable (int.B. 3013R)

Deferred credits (including income tax reserves, and deferred revenue where it would also
be included in paid-up capital for the purposes of the large corporations tax) (Int.B. 3013R)

o d

!

“nntingent, investment, inventory and similarreserves (Int.B. 3012R)

her reserves not allowed as deductions forincome tax purposes (Attach schedule) (int.B. 3012R)
Bhare of partnership(s) or joint venture(s) paid-up capital (Attach schedule(s)) (Int.B. 3017R)

Subtotal - - -
Subtract;

(Retain calculations. Do not submit.) (Int.B. 3012R)

Amounts deducted for income tax purposes in excess of amounts booked

Deductible R & D expenditures and ONTTI costs deferred for income tax

if not already deducted for book purposes (Int.B. 3015R)

Total Paid-up Capital
Subtract:

Deferred mining exploration and development expenses (s.62(1)d)) (Int.B. 3015R)

Electrical Generating Corporations Only — All amounts with respect to electrical generating assets, except
to the extent that they have been deducted by the corporation in computing its income for income tax purposes

for the current or any prior taxation year, that are deductible by the corporation under clause 11(10){a) of }he
Corporations Tax Act, and the assets are used both in generating electricity from a renewable or alternative

energy source and are qualifying property as prescribed by regutation

Net Paid-up Capital

+ 3,362,893,010 o

+ 4,107,012,
+[353] _ 5,698,687,971 «

+[34)
+[388] .
+[3s6) .
+[e87] .
+ Y
+ R
+[360] 847,711,568 o
+ Y
+[62)
= 10,698,532,609 ,

- 1,369,940,011 o

17 P
- 9,328,592,508

o ] P
= 9,328,592,598

Eligible Investments (Referto Guide and int.B. 3015R)

Attach computations and list of corporation names and investment amounts. Short-term investments (bankers acceptances, commercial paper, etc.)

Jare eligible for the allowance only if issued for a term of and held for 120 days or more prior to the year end of the investor corporation.

Bonds, lien notes and similar obligations, (similar obligations, e.g. stripped
interest coupons, applies to taxation years ending after October 30, 1998)

Mortgages due from other corporations

Shares in other corporations (certain restrictions apply) (Refer to Guide)

Loans and advances to unrelated corporations
Eligible loans and advances to related corporations (certain restrictions apply) (Refer to Guide)
Share of partnership(s) or joint venture(s) eligible investments (Aftach schedule)

ital Eligible Investments

continued on Page 10

+_________o
+____—__£
+[404] .
+ [405] 16,249,053 o
+___— .
+_7 _______ .

= 16,249,053

\J
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Capital Tax continued from Page 9 CT23 Page 10 of 20 °

Total Assets (Int 8. 3015R) DOLLARS onLY
Total Assets per balance sheet A A T S A S S S + 420 —11&5_9@9@(11
Mortgages or other liabilities deducted from assets T &4 1 R

Share of partnership(s)/joint venture(s) total assets (Attach schedule) T *____m___ﬁ
Subtract: Investmentin partnership(s)/joint venture(s) e e ____._ﬂ_-_
Total Assets as adjusted S T T e R T R T B =__11.:.§.§.9.£§%9.(£1
Amounts in [5?_0] and [iéﬂ (if deducted fromassets) L e
Subtract: Amounts in l@ﬂb@] and @ R _———1L:.3_6_949~491£),1VLL
Subtract: Appraisal surplus if booked L S S A ‘___N_M..s
Add or Subtract: Other adjustments (specify on an attached schedule) T I L 7]
Total Assets D N T 9,989,348,989 ,
Investment Allowance ([410] = [450]) x [390] - - - - 4 - << - - - . - -  Nottoexceed[410] =[460] 15,174,242 ,
Taxable Capital [330] - [460] S e e e e e e e o oo e oo oo .o oo - =[ar0]__9313418356
Gross Revenue (as adjusted to include the share of any partnership(s )/joint venture(s) Gross Revenue) - - - l 4,151,572,000 J
Total Assets (as adjusted) T T T Froml 11,359,289,000 .l

Calculation of Capital Tax for all Corporations except Financial Institutions

Note: This version (2006) of the CT23 may only be used for a taxation year that commenced after December 31, 2003,
Financial Institutions use calculations on page 13.

If the corporation is a family farm corporation, family fishing corporation or a credit union that is not a Financia!
Institution, complete only Section A below.

OR If the corporation is not a member of an associated group and/or partnership, complete Section B below, then review
only the Capital Tax calculations.in Section C below, selecting and completing the one specific subsection (e.g. C3) that
applies to the corporation.

OR If the corporation is a member of an associated group andlor partnership, complete Section B below and Section D
on page 11, and if applicable, complete Section E or Section F on page 12. Note: if the corporation is a member of a
connected partnership, please refer to the CT23 Guide for additional instructions before completing the
Capital Tax section.

SECTION A
This section applies only if the corporation is a family farm corporation, a family fishing
corporation or a credit union that is not a Financial Institution (Int.B. 3018).
Enter NiL in on page 12 and complete the return from that point.

SECTIONB j
Calculation of Taxable Capital Deduction (TCD) Number of Days in Taxation Year
Days bafore Jan. 1, 2005 Total Days
5,000,000 x {[3] 3 365 |= + .

Days afler Dec. 31,2004  Tolal Days |
and before Jan. 1, 2006

7,500,000 X |[36 ] +[73]_ 365 |= + .

(Days after Doc. 31,2005  Yotal Days )
and before Jan. 1, 2007

10,000,000 X 365 + 365 | = 502 10,000,000 o
Taxable Capital Deduction (TCD) + + ;000,00

+

i3 2

SECTIONC

-
fomd

This section applies if the corporation is not a member of an associated group and/or partnesship.

m if and on page 10 are both $3,000,000 or less, enter NIL in on page 12 and complete the retum from that point.

if Taxable Capitalin is equal to or less than the TCD in , enter NiL in on page 12 and complete the retumn from that point.

a if Taxable Capital in exceeds the TCDin [503], complete the following calculation and transfer the amount from o onpage 12,
and complete the return from that point.

+ From|(470) e
- From | 503 s Days in taxation year
= o X Fom[30]| 100.0000|% X 0.3% X[55] 365 - - - - - - = +[523]
Ontario Allocation 365 (366 f leap year) Transfer to on page 12 and
continued on Page 11 i floating taxation year, refer to Guide. complete the return from that point
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Corporation's Legal Name Ontario Corporations Tax AccountNo. (MOF)  Taxation Year End J CT123 Page 11 of 20

Hydro One Networks Inc. 1800029 2006-12-31 DOLLARS ONLY

Capital Tax Calculation continued from Page 10

This section applies ONLY to a corporation that is amember of an associated group (excluding Financial Institutions and corporations exempt from Capital Tax)
and/or partnership. You must check either or and complete this section before youcan caiculate your Capital Tax Calculation under either Section E
or Section F.

H[] @ (X if applicable) All corporations that you are associated with do nothave apermanentestablishmentin Canada.

If Taxable Capitat on page 10 is equal to or fess than the TCD on page 10, enter NIL in
on page 12 and complete the return from that point.

1f Taxable Capital on page 10 exceeds the TCD on page 10, proceed to Section E, enter the TCD amount in
in Section E, and complete Section E and the retum from that point.

m [__X:l (X if applicable) One or more of the corporations that you are assaciated with maintains a permanent establishmentin Canada.

You and your associated group may continue to allocatethe TCD by completing the
Calculation below. Or, the associated group may file an efection under subsection 68(2.1)
of the Corporations Tax Act, whereby total assets are used to allocate the TCD among the

| 3 associated group. Once a $5.69(2.1) election is filed, allmembers of the group will then be

’ required to file in accordance with the election and allocate a portion (portion is henceforth
referred to as Net Deduction) of the capital tax effect relating to the TCD to each
corporation in the group on the basis of the ratio that each corporation’s total assets
multiplied by its Ontario allocation is to the total assets of the group.

The total asset amounts and Ontario aliocation percentages to be used for this caiculation
must be taken from each corporation’s financial information from its last taxation year ending
inthe immediately preceding calendar year.

In addition, aﬂhougt,'\;gach cofporation in the associated group may deduct its Net Deduction
amount as apportionried by the total asset formula, the group may, at the group’s option,
reallocate the group's total Net Deduction among the group on what ever basis the corporate
group wishes, as long as the tofal of the reallocated amounts does not exceed the group’s
total Net Deduction amount ofiginally calculated for the associated group.

/ Calculation Do not complete this calculation if 55.69(2.1) election is filed
Taxable Capital From [470] onpage 10 c e e e s e e e e e .- - - - - - - -+ Fom[470]  9,313,418,356

Determine aggregate taxable capital of an associated group (excluding financial institutions and
corporations exempt from capital tax) and/or partnership having a permanent establishment in Canada

Names of associated corporations (excluding Financial . "
Institutions and corporations exempt from Capital Tax) Ontario Corporations Tax
having a permanent establishment in Canada Accouqt No. (MOF)

(if insufficient space, attach schedule) (if applicable)

See schedule +[531] 455,682,589 o
+[8%2] .
+[s38]
Aggregate Taxable Capital  [470] + [531] + [532] + [533] , etc. e e e e o e et e e e < e o o . - - =[540]__9,769,100,945 o

Taxation Year End Taxable Capital

if above is equal to or less than the TCD [s03] on page 10, the corporation’s Capital Tax for the taxation
- year, is NIL.
Enter NIL in [523] in section E on page 12, as applicable.

If above is greater than the TCD on page 10, the corporation must compute its share of
the TCD below in order to calculate its Capital Tax for the taxation year under Section E on page 12.

From 9,313,418,356 ¢ + From[540]  9,769,100,945 ¢ X From ) 10,000,000 ¢ = 9,520,897 «
¢ Transfer to in Section E on page 12

S5.69(2.1) Election Filed

(] (Xif applicable)  Election filed. Attach a copy of Schedule 591 with this CT23 Return.
Proceedto Section F on page 12.

t
continued on Page 12
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CT23 Page 12 of 20

DOLLARS ONLY
Capital Tax Calculation continued from Page 11

This section applies if the corporation Is a member of an associated group and/or partnership whose total aggregate
Taxable Capital [540] on page 11 exceeds the TCD [503] on page 10.

Complete the following calculation and transfer the amount from 7523) o E@ and complete the retum from that point.

I Total Capital Tax f

+ From l:‘gg,] __9,313,418,356 tr?ea!ax:t?o: yeaa): °r

- 542 9,520,897« Days in taxation year

= [471]__9,303,897,4594 X rrom[30]] 100.0000/% X 03% X 365 -o- - - - - - = 4[58 27911692,
) Ontario Allocation * 365 (366 leap year) Transfer to 543 | and complete

the return from that point

This section applies if a corporation is a member of an associated group and the associated group has filed a s5.69(2.1) election

+ Fom(470] . X pom[30]| _100,00001% X 0.3 % T set] .

Ontario Allocation
— Capitaltax deduction from [995] relatingto your corporation’s Capital Tax deduction, on Schedule 591 - - ~ From 5_395 S
= 562 .
Total Capital Tax for

. the taxation year
Days in taxation year

Capital Tax N . X 365 R = 563 e
= * 365 (3661 leap year) Transfer to and complete

the return from that point

* If floating taxation year, refer to Guide.

27,911,692 o

Capital Tax [543] — [546] (amount cannot be negative) T =|550 27,911,692 o

Transfer to Page 17

Capital Tax before application of specified credits J T A T N R
Subtract: Specified Tax Credits applied to reduce capitaltax payable (Refer to Guide) LR R

continued on Page 13
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Corporation's L egal Name Ontario Corporations Tax Account No. (MOF)  Taxation Year End

Hydro One Networks Inc. 2006-12-31

Capital Tax continued from Page 12

1800029

‘Calculation of Capital Tax for Financial Institutions

CT23 Page 13 of 20

DOLLARS ONLY

1.1 Credit Unions only
For taxation years commencing after May 4, 1999 enter NIL in [@5] on page 12, and complete the return from that point.

1.2 Other than Credit Unions
(Retain details of calculations for amounts in boxes and [570]. Do not submit with this tax return.)

Days in faxation year

s x 06% X Fom[30]| 100.0000/% x[555] 365 + * 365 (366ifleapyear) =  +[se9]
Lesser of adjusted Ontario Allocation
Taxable Paid Up Capital
and Basic Capital Amount
in accordance with
Division B.1
Days in taxation year
570 e x [ x rom[30]| 100.0000/% x[555] 365 <+ ° 365 (366ifleapyear) =  +[574]
Adjusted Taxable Capital Tax Rate Ontario Allocation
Paid Up Capital (Refer to Guide)
inaccordance with
Division B.1 in excess
of Basic Capital Amount
Capital Tax for Financial Institutions — other than Credit Unions (before Section 2) 569] + - - =575 .
* If floating taxation year, refer to Guide.
Smaill Business Investment Tax Credit
-(Retain details of eligible investment calculation and, if claiming an investment in CSBIF, retain the original letter approving
the credit issued in accordance with the Community Small Business Investment Fund Act. Do not submit with this tax return.)}
Allowable Creditfor Eligible Investments e e e e e e e e e e e e e e 1
Financial Institutions: Claiming a tax credit for investment in Community Small Business Investment Fund (CSBIF)? (X) D Yes
Capital Tax - Financial Institutions  [575] - [585] T =[s86] ___ o

et

Transfer to on Page 12

Premium Tax (s.74.2 & 74.3)  (Reforto Guide)

h) Uninsured Benefits Arrangements e e e e e e e o - (8Tl e 2% - -
Applies to Ontario-related uninsured benefits arrangements.

(2) Unlicensed Insurance (enter premium tax payablein and attach a detailed schedule of calculations. If subject to tax under

{1) above, add both taxes together and enter totaltax in )

,»  Applies to Insurance Brokers and other persons placing insurance for persons resident or property situated in Ontario with
unlicensed insurers.

Deduct: Specified Tax Credits applied to reduce premium tax (Refer to Guide) R A S R R

Premium Tax [s88] — [589 e e e e e L e i e e e e e e e e e e e e e e e e

= .

— [589] .
S ) —

Transfer fo page 17
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Reconcile net income (loss) for federal income tax purposes
with net income (loss) for Ontario purposes if amounts differ

Net Income (loss) for federal income tax purposes, per federal T2 Schedule 1 L * __ 545,572,415,
Transfer to Page 15
Add:
Federat capital cost allowance T R T R R S + @ _. 481,880,414,
Federal cumulative eligible capital deduction C e e e e e e e e - - - oo - +(602] 9145676 .
Ontario taxable capital gain R L T T TR S N S 636852,
Federal non-allowable reserves. Balance beginning of year S +(604] 880,775,268 «
Federal allowable reserves. Balance end of year e e
Ontario non-allowable reserves. Balance endofyear R e R R _ 989,863,029 &
Ontario allowable reserves. Balance beginning of year = = = = = = = = = - = - = + . X
Federat exploration expenses (e.g. CEDE, CEE, CDE, COGPE) S l@ _________ 3
Federalresource allowance (Refer to Guide) T T R S + @ @
Federal depletion allowance L T S S A + m - e
Federal foreign exploration and developmentexpenses S e 8 1L DY ¥
All Crown charges, royalties, rentals, etc. deducted for Federal purposes (Refer to Guide) - - Hy8t7y .

Management fees, rents, royalties and similar payments to non-arms’ length non-residents 'V

Number of Days in Taxation Year

Days after
Dec. 31)',52002 and
before Jan. 1, 2004 Total Days
o __eX 5 /125X[33] +[73]_365 )=+[633] .
Days after
Dec. 31,2003 Total Days
(612] x5/ 14 X 365 +[73] 365 |=+[63¢] .
Total add-back amount for Management fees, etc. + = - . >+ .
Federal Scientific Research Expenses claimed in year from line of fed. form T661
excluding any negative amountin 473[ from Ont. CT23 Schedule 161 R T .
Add any negative amountin from Ont. CT23 Schedule 161 S N e
Federal allowable business investmentloss T R R T .
Total of other items not allowed by Ontario but aflowed federally {Atfach schedule) - - - -+ .
Total of Additions [601] w0 + + + + + + (614 - - . = 2,362,301,239 4 P 2,362,301,239 »

Transfer to Page 15

Deduct:
Ontario capital cost allowance (excludes amounts deducted under )

‘
L}
‘
L}
'
+
3
s

Ontario cumulative eligible capital deduction C e e - C e e e e e -4 9,145:67

Federal taxable capital gain T e 636,852 o
Ontario non-allowable reserves. Balance beginning of year e 2 )| 880,775,268 «
Ontario allowable reserves, Balance end of year S T I R 4 - e
Federal non-allowable reserves. Balance end of year e 989,863,029 «
Federai allowable reserves. Balance beginning of year T I R R T .
Ontario exploration expenses (e.g. CEDE, CEE, CDE, COGPE) (Retain calculations. Do nat submit.) + .
Ontario depletion aflowance T e T T S N .
Ontarioresource allowance (Refer to Guide) e . BB
Ontario current cost adjustment (Attach schedule) e + —_— e
CCA on assets used to generate electricity from natural gas, alternative or renewable resources. + .
Subtotal of deductions for this page [650] to [659] + + C e e e e oo 2,362,301,239 ,

Transfer to Page 15

continued on Page 15
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Corporation's Legal Name Ontario Corporations Tax Account No. (MOF)  Taxation Year End CT23 Page 15 of 20

Hydro One Networks Inc. 1800029 2006-12-31

Reconcile net income (loss) for federal income tax purposes with net income (loss)
“r Ontario purposes if amounts differ
antinued from Page 14

DOLLARS ONLY

Net Income (loss) for federal income tax purposes, per federal Schedule 1 s e - - s e - - - - - - - - Fom Xfe00]  545572,415,
Total of Additions on page 14 S e e e e e e e e o e o oo .- oo - e o - - - - - Fom =[640] _ 2,362,301,239 &
Sub Tota! of deductions on page 14 - - - s - - - - - - - - - - - - - From :__243_62.1_3.9.4;39'

Deduct:

Ontario New Technology Tax Incentive (ONTTI) Gross-up ]
(Applies only to those corporations whose Ontario allocation is less than 100% in the current taxation year.)

Capital Cost Allowance (Ontario) (CCA) on prescribed qualifying
intellectual property deducted in the current taxation year - - - ]

ONTTI Gross-up deduction calculation:
Gross-up of CCA

" From

[ee2] . x 100 | - Fom[eed o =[ed_

From 100.0000
Ontario Allocation
Workplace Child Care Tax Incentive (WCCT)
(Applies to eligible expenditures incurred prior to January 1, 2005.)
IG5 « X 30% X 100 =fes6]
Qualifying expenditures: From 100.0000

Ontario allocation

Workplace Accessibility Tax Incentive (WATI) Bl
{Applies to eligible expenditures incurred prior to January 1, 2005.)

o X 100% X 100 =fee8] .
Qualifying expenditures: From 100.0000

Ontario allocation

Number of Employees accommodated

Ontario School Bus Safety Tax Incentive (OSBSTI)
(Applies to the eligible acquisition of school buses purchased
after May 4, 1999 and before January 1, 2006.) (Refer to Guide)

670 e X 0% X __ 100 | ={6NM s
Qualifying expenditures: From 100. ooool

Ontario allocation

Educational Technology Tax Incentive (ETTI)
(Applies to eligible expenditures incurred prior to January 1, 2005.)

672 o« X 15% X _ - 1085 =[673 .
Qualifying expenditures: From 100,0000‘
Ontario allocation
Ontario allowable business investment loss L L T T T & __—-
Ontario Scientific Research Expenses claimed in yearin from Ont. CT23 Schedule 161 + — e
Amount added to income federally for an amount that was negative on
federal form T661, line 454 or 455 (if filed after June 30, 2003) T 153,156 o
Total of other deductions allowed by Ontario (Attach schedule) - - - - - - - - +|664] )
Total of Deductions [681]+[663] + [666]+[668]+[671]+[673] +[678] +[679] +[677] + [664] = 2,362,454,398 o P [680] _ 2,362,454,398 »
‘et income (loss) for Ontario Purposes  [600] + [640] - [680] I 545,419,256 »

Transfer to Page 4
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Continuity of Losses Carried Forward
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Page 16 of 20

DOLLARS ONLY

Non-Capital Losses Total Capitat Farm Losses Restricted Farm Listed Personal Limited Partnershir
(1} Losses Losses Property Losses Losses (6)
, 700] (2) @ 720] () 730 [740] 750
Balance at Beginning of Year L:] L]
Add: (701] 711 (721] [731] (7a1]
Current year's losses (7)
Losses from predecessor [L702 (712] [722] [732] (752]
corporations (3)
{703] 713 [723] (733] (743] (753]
Subtotal
Subtract: Utiized duringtheyear [ 71041 @ (715] @@ (4] @ [734] @@ [744] a) “
toreduce taxableincome
(725] 735 [745]
Expired during the year
Carried back to prior 706](2) 'oPage 17 ['E] (2 toPage1? (2) toPagei? [736 @) |toPaget? 746
years to reduce
taxableincome (5) N S _ — _ .
{707} {717 {727] 737 747 757
Subtotal
709] @® 719 729 739 749 759
Balance at End of Year
Analysis of Balance at End of Year by Year of Origin
Year of Origin Non-CapitalLosses | Total Capital Losses .
(oldest year first) Non-Capital Losses. of Predecessor from Listed Personal Farm Losses Restﬂgézg:arm
year month day B Corporations Property only
[_8_0_51 9th preceding taxation year © @ . .
t 1998-03-31 : o _
[801] 8th preceding taxation year. . |[g18] .
‘ 1999-03-31 .
(802] 7th preceding taxation yea”: |[g1a[ @) |
i I 1999:-12-31 . o -
[@J 6th preceding taxation year 820] 830 [8_46]
, 2000-12:31 ‘ .
[@ 5th preceding taxation year B34 [:841 ] 874
l 2001-12-31 -
[@ 4th preceding taxation year @ Q
J 2002-12-31 e .
3rd preceding:taxation-year.:
1[e45] [858] [878]
2005:12:31
Curment taxation year: 4
l 2006-12:31
: 869 889
Total
Notes:

(1) Non-capital losses include allowable business investmentlosses,

fed.s.111(8)(b), as made applicable bys.34.

(2) Where acquisition of control of the corporation has occurred, the

utitization of losses can be restricted. See fed.s.111(4) through

111(5.5), as made applicable by s.34.

fed.s.41(2)(b), as made applicable by s.34.

(5) Generally athree year carry-back applies. Seefed.s.111(1)and

(6) Where a limited partner has limited partnership losses, attach loss
calculations for each partnership.

(7) Include amount from [E if taxable income is adjusted to claim unused

(3) inciudes losses on amalgamation (fed.s.87(2.1) and s.87(2.11))and/or

wind-up (fed.s.88(1.1) and 88(1.2)), as made applicable by s.34.
(4) Tothe extent of applicable gains/income/at-risk amountonly.

foreign tax credit for federal purposes.

(8) Amountin must equal totalof [829] + [839].

{9) include non-capital losses incurred in taxation years ending after March 22,
2004.

CORPORATE TAXPREP - 2006 CT23 - 2006 V.2.1 - 070A



Corporation's Legal Name

Hydro One Networks Inc. 180002

Ontario Corporations Tax Account No. (MOF)

9

Taxation Year End

2006-12-31

Request for Loss Carry-Back (s.30(16))

aplies to corporations requesting a reassessment of the return of one or more

-evious taxation years under 5.80(16) with respect to one or more types of losses

carried back.

* If, after applying a loss carry-back to one or more previous years, there is a

balance of loss available to carry forward to a future year, it is the corporation’s

responsibility to claim such a balance for those years following the year of los
within the limitations of fed.s.111, as made applicable by 5.34.

Where control of a corporation has been acquired by a person or group of
persons, certain restrictions apply to the carry-forward and carry-back

provisions of losses under fed.s.111(4) through 111(5.5), as made applicable

by s.34.

Refunds arising from the loss carry-back adjustment may be applied by the
Minister of Finance to amounts owing under any Act administered by the
Ministry of Finance.

CT23 Page 17 of 20

DOLLARS ONLY

- Any late filing penaity applicable to the retum for which the loss is being

applied will not be reduced by the loss carry-back.

- The application of a loss carry-back will be available for interest calcutation
purposes on the day that s the latest of the following:

S

1) the first day of the taxation year after the loss year,

2) the day on which the corporation’s return for the loss year is delivered to
the Minister, or

3) the day on which the Minister receives a request in writing from the

corporation toreassess the particular taxation year to take into account
the deduction of the loss.

- If aloss is being carried back to a predecessor corporation, enter the
predecessor corporation’s account number and taxation year end in the
spaces provided under Application of Losses below.

H Non-Capitai Total Capital Farm Losses Restricted Farm
Application of Losses Losses Losses Losses
810 920 930 -EZI:I
Total amount of loss
_Q'educt: Loss to be carried back o preceding taxation years
and applied to reduce taxable income
Predecessor Ontario Corporation's Taxation Year Ending
Tax Account No. (MOF) year month day 911 921 931 @fﬂ
501 — T
i) 3“preceding l 2003-12-31 -
— 922 932 942
53] 912 [922] 2 )4
ii) 2™preceding 2004-12-31
Lo 933 943
[:903] 0 913 923
iii) 1%preceding - 9005-12-31
. [706] From[716] From [726] From [736]
Total loss to be carried back From L706 o o o
’ . 919 l 929 939 949
alance of loss available for carry-forward

Summary
IncomeTax - - - - - - + Fom|230}or[320] 75,320,181 o
Corporate Minimum Tax - - - + From [280] S

Certification

| am an authorized signing officer of the corporation. | certify that this CT23
return, including all schedules and statements filed with or as part of this CT23
return, has been examined by me and is a true, comrect and complete return and

Capital Tax - - - - - - - <+ From[550] 27.911,692 o | thattheinformation is in agreement with the books and records of the corporation.
| further certify that the financial statements accurately reflect the financial
Premium Tax R position and operating results of the corporation as required under section 75 of
the Corporations Tax Act. The method of computing income for this taxation year
Total Tax Payable - - - . . is consistentwith that of the previous year, except as specifically disclosed in a
Subtract: Payments - - e - - state )
Capital Gains Refund (s.48) - —|965] o| Name (pleaseprint)
1C:)ualtif¥_ing gnvironmental (585]
rust Tax Credit (Refer to Guide) - °
Specified Tax Credits ,VINCENT ALICANDRI
(Referto Guide) ~ - - - - - - [953] o| Title
Other, specif - " .
erspectly ———— | __Vice President, Corporate Tax
Balance - - - - - . o .- o= ’ -1,323,801 , | FullResidence Address
If payment due - - - Enclosed * [990] . ¢/o 483 Bay Street
If overpayment: Refund (Refer to Guide) - = o South Tower, 8th floor
year month day Toronto,
ON CA M5G 2P5
Apply to 2007-12-31 980 1,323 8016 | "5 tire Date

(Inciudes credit interest)

* Make your cheque (drawn on a Canadian financial institution) or a money
order in Canadian funds, payable to the Minister of Finance and print
your Ontario Corporation's Tax Account No. (MOF) on the back of
cheque or money order. (Refer to Guide for other payment methods.)

Note: Section 76 of the Corporations Tax Act provides penalties for making false
or misteading statements or omissions.

CORPORATE TAXPREP - 2006 CT23 - 2006 V.2.1 - 070A




HONI 2006.206 2006-12-31 Hydro One Networks Inc, .
2007-07-04 12:11 87086 5821 RC0001

Attached Schedule with Total

Amounts deducted for income tax purposes in excess of amounts booked (Retain calculations. Do not submit.) (Int.B. 3012R)

Title ~CT 23 Line 371
Description Amount
NBV - o o 1019782043200
_ Future Use Land -63,168,977|00
_Less: Land -299,188,201|00
. Less: Construction in progress ' -463,399,144,00
ucc -7,814,004,594 |00
ECE -121,506,832 |00
_Goodwill per F/S -72,236,592 00
Unamortized ADS/DRS Hedges (304200) 11,638,334(00
LV revenue recoginized not received 32,515,963 )00
_Undeducted Prospectus & underwriting costs {book) 23,509,610(00
Undeducted Prospectus & underwriting costs (tax) -6,663,540(00
_Market Ready Deferral (275022) 13,197,993/00
1999 Permanent Difference - -46,717,962|00
2000 Permanent Difference -2,672,09600
2001 Permanent Difference -18,093,905 |00
2002 Permanent Difference : -392,946(00
2003 Permanent Difference -265,897[00
2004 Permanent Difference 102,042]00
2005 Permanent Difference -530,777(00
2006 Permanent Difference -2,900|(
Total 1,369,940,011 |00

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPO6 page 1 of 1



+ HONI_2006.206 2006-12-31 Hydro One Networks Inc.
2007-07-04 12:11

Attached Schedule with Total

~oans and advances to unrelated corporations

Title Line 405 - CT23 - Supplementary Schedule
Description Amount
Trade receivables over 365 days 2,940,052|00
Prepaid OEB Costs (277960) - 2,587,591|00
Prepaid insurance(277180) 341,393/00
Prepaid GWL insurance(277290) 1,298,688|00
Prepaid Inergi (277190) 9,081,329|00
Total 16,249,053 |00

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPO6 Page 1 of 1



) . R Hydro One Netw )
HONI_2006.206 2006-12-31 y etworks Ing. .
2007.07-04 12:11 87086 5821 RC0ON01

Attached Schedule with Total

Retained earnings (if deficit, deduct) (Int.B. 3012R)

Title __Retained earnings (line 351)

Description Amount
Retained earnings, opening i 553,457,107100
Net income 427,144,424 (00
Dividends -195,468,483 |00

Total 785,133,048{00

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPO6 Page 1 of 1




HONI_2006 206 2006-12-31 Hydro One Networks Inc.
2007-07-04 12:11 87086 5821 RC0001

Attached Schedule with Total

Contingent, investment, inventory and similar reserves (Int.B. 3012R)

Title Contingent, investment, inventory and similar reserves (Int.B. 3012R)

Description Amount
Schedule 13 reserves 989,863,029{00
Rate Ryder 1 i . -55,313,945|00
Rate Ryder 2 -86,837,516/00

B Total 847,711,568/00

I

i

|

.

Page 1 of 1
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1 Ministry of Finance
Onta rlo Corsorations Tax Branch
PO Box 620

33 King Street West
Oshawa ON L1H 8E9

Paid-Up Capital: Loans and Advances -

worporation's L-ega'l Name

Hydro One Networks Inc.

Ontario Corporations Tax Account No. (MOF) | Taxation YearEnd S

1800029 2006-12-31

Loans or Advances Credited or Advanced to Corporation
(includes accounts payable to related parties outstanding at the taxation year end for 120 days or more,
and accounts payable to non-related parties outstanding for 365 days or more at the taxation year end)

Inter-company demand facility (FS) A/C 356100 + 119,024,092
LT Debt payable within a year * 340,000,000
_Long term debt * 5,169,000,000
Customer deposit (390000) + 31,528,194
_Mallett Refundable contribution (413300) + 97,500
P/Port Amounts withheld from contracts (425001) + 1,542,884
Prepayments (211820/810) + 2,011,073
Dividends payable + 5,113,529
Bond Premium unamortized net of discount (304100) + 14,687,839
WSIB (451070) + 8,864,985
Sanked Vacation over 365 days(362100) + 6,382,212
Capital Contribution Repayment ( 413720) + 435,663

+
- ]

+

.

+

+

+

+

+

.

+

T Total

Transfer to| 353 | of the CT23 | = 5,698,687,971

CORPORATE TAXPREP - 2006 V.2.1 Page 1 of 1



“O’ntario

Ministry of Finance

Corporations Tax Branch
0 Box 620

33 King Street West

Oshawa ON L1H 8E9

W

Ontario Capital Cost Allowance
Schedule 8

! Corporation's Legal Name

|__Hydro One Networks Inc.

Ontario Corporations Tax Account No. (MOF) ’ Taxation Year End

i
i
{
i
! !
i
i
H

1800029 | 2006-12-31
Is the corporation electing under regulation 1101(5q)? 1 D Yes 2 L No
1 2 3 4 5 6 7 8 9 10 1 12 13
Class Ontario Cost of Netadjustments | Proceeds of Ontario 50% rule (1/2 of Reduced CCA| Recapture of Terminalloss | Ontariocapital Ontario
number undepreciated acquisitions (show negative dispositions undepreciated the amount, undepreciated | rate capital cost costallowance | undepreciated
capital costat | duringthe year amounts in during the year capital cost if any, by which capital cost % allowance (column 8 capital cost
the beginningof | (newproperty brackets) (amountnotto | (column2plus | the netcostof (column 6 multiplied by at the end of
theyear must be exceedthe column 3 acquisitions minus columng;ora the year
(undepreciated available for capital cost) or minus exceeds column 7) lower amount) (column 6
capital cost at use) column 4 minus column 5) minus
the end of the column 5) column 12)
prior year's CCA Seenote 1 Seenote 2
schedule} below below
1 5,265,396,883 -589,048 1,049,790 5,263,758,045 5,263,758,045 4 0 0 210,550,322 5,053,207,723
2 1,443,191,112 Q 1,443,191,112 1,443,191,112 6 0 0 86,591,467 1,356,599,645
3 272,879,000 30,407,234 0 303,286,234 15,203,617 288,082,617 5 0 0 14,404,131 288,882,103
6 32,916,543 1,338,522 15,716 34,239,349 661,403 33,577,946 10 0 1] 3,357,795 30,881,554
7 108,970 g 108,970 108,970 15 Q 9 16,346 92,624
8 49,427,836 26,085,276 164,743 75,348,369 12,960,267 62,388,102 | 20 0 Q 12,477,620 62,870,749
10 172,134,264 60,640,560 1,391,450 231,383,374 29,624,555 201,758,819 30 [¢) 0 60,527,646 170,855,728
12 5,537,219 40,796,787 0 46,334,006 20,398,394 25,935,612 | 100 0 0 25,935,612 20,398,394
42 72,257,601 9,934,331 0 82,191,932 4,967,166 77,224,766 12 0 0 9,266,972 72,924,960
See
schedule 378,505,304 468,718,885 -31,180,572 816,043,617 234,359,444 581,684,173 58,752,503 757,291,114
Totals 7,692,354,732 637,921,595 -31,769,620 2,621,699 8,255,885,008 318,174,846 7,977,710,162 481,880,414 7,814,004 594
Enterinboxes 650 on the CT23.
Note 1. Include any property acquired in previous years that has now become available for use. This property would have been previously excluded from column 3. List separately any acquisitions that are not
subject to the 50% rule. See Regulation 1100(2) and (2.2) of the Income Tax Act(Canada).
Note 2. The net cost of acquisitions is the cost of acquisitions plus or minus certain adjustments from column 4.
Note 3. |fthe taxation year is shorter than 365 days, prorate the CCA claim.
Note 4.

Ontario recapture shoulid be included in net income after deducting the federal recapture and the Ontario terminal loss is deducted from net income after including the federal terminal loss.

CORPORATE TAXPREP - 2006 V.2.1 Page 1 of 2



Ontario Capital Cost Allowance

Scheduie 8

\
|
i
!

Corporation's Legal Name

_Hydro One Networks Inc.

1 Ontario Corporations Tax Account No. (MOF) ! Taxation Year End

1800029 | 2006-12-31
1 2 3 4 5 6 7 8 g 10 iR 12 13
Class Ontario Cost of Netadjustments | Proceeds of Ontario 50% rule (1/2 of Reduced CCA| Recaptureof Terminalloss | Ontariocapitai Ontario
number undepreciated acquisitions (show negative dispositions undepreciated the amount, undepreclated | rate capital cost costallowance | undepreciated
capital costat | during the year amounts in during the year capital cost if any, by which capital cost % allowance (cotumn 8 capital cost
the beginning of | (newproperty brackets) (amountnotto | (column2plus | the netcost of {column 6 muttiplied by atthe end of
theyear must be exceedthe column 3 acquisitions minus column 9;ora the year

{undepreciated available for capital cost) or minus exceeds column7) lower amount) {column &

capital cost at use) column 4 minus column §) minus

the end of the column 5) column 12)

prior year's CCA Seenote 1 Seenote 2
schedule) below below

17 13,205,891 1,961,166 0 15,167,057 980,583 14,186,474 8 1,134918 14,032,139
9 1,473,167 0 1,473,167 1,473,167 25 368,292 1,104,875
35 489,608 ] 489,608 489,608 7 34,273 455,335
45 15,391,799 12,778,171 0 28,169,970 6,389,086 21,780,884 45 9,801,398 18,368,572
46 3,182,606 16,235,548 0 19,418,154 8,117,774 11,300,380 30 3,390,114 16,028,040
13 1,918,828 316,013 o 2,234,841 158,007 2,076,834 | NJA 346,139 1,888,702
47 342,843,405 437,427,987 =31,180,572 0 743,090,820 218,713,994 530,376,826 8 43,677,369 | 205,413,451
Totals 378,505,304 468,718 885 -31,180,572 816,043,617 234,359,444 581,684,173 58,752,503 757,291 114

CORPORATE TAXPREP - 2006 V.2.1
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i Ontario Miristyof Finance Ontario Cumulative Eligible Capital Deduction

Cor%oratlons Tax Branch Schedule 10

33 King Street West
Oshawa ON L1H 8E9

orporation's Lég?zl Name Ontario Corporations Tax Account No. (MOF) | TaxationYearEnd

l Hydro One Networks Inc, 1800029 2006-12-31
® For use by a corporation that has eligible capital property.
® A separate cumulative eligible capital account must be kept for each business.

Part 1 - Calculation of current year deduction and carry-forward

Ontario Cumulative eligible capital — balance at end of preceding taxation year (if negative, enter zero) ~ ...... L 130,644,309 ‘q
Add: Cost of eligible capital property acquired during the taxation year ..+ 11,601 B
Amount transferred on amalgamation or wind-up of subsidiary ....*t ¢
Other adjustments .. ... .. .. ... ... + 0
Totalof B+C+D ... ... ... = 11,601 |x 3/4 = 8,701 E
SUBLOtAl A+ E ..o = 130,653,010 F
Deduct: Ontario proceeds of sales (less outlays and expenses not
otherwise deductible) from the disposition of all eligible o
capital property during the taxationyear ................. + F 669
The gross amount of a reduction in respect of a forgiven
debt obligation as provided for in subsection 80(7) of the m
Income Tax Act(Canada) ............. ... uiuuun. +
Other adjustments ... ... ... ... .. .. ... ... .. ... ... + '
Totalof G+H+1 ... . = 669 |x 3/4 = 502 Y
Ontario cumulative eligible capital balance F -J .. ... ............ e = 130,652,508 K
If K is negative, enter zero atline M and proceed to Part 2
Current year deduction 130,652,508 ﬂ x T % = [ 9,145,676 '-J
* The maximum current year deduction is 7%. However, you can claim any amount up to the maximum. Enter amount in box of the CT23
ntario cumulative eligible capital — closing balance K - L (if negative, enterzero) . ................. = l 121,506,832 M]

.~fote: Any amount up to the maximum deduction of 7% may be claimed. Taxation years starting after December 21, 2000, the deduction
may not exceed the maximum amount prorated for the number of days in the taxation year divided by 365 or 366 days.

Part 2 - Amount to be included in income arising from disposition
Only complete this part only if the amount at line K is negative

Amount from line K above show as a posifive amount . . . .. .. T N}
Total cumulative eligible capital deductions from income for taxation

years beginning after June 30,1988  ............ ... ... ..., r 1J

. Total of all amounts which reduced cumuiative eligible capital in the

current or prior years under subsection 80(7) ofthe ITA  ............. r 2]

Total of cumulative eligible capital deductions
claimed for taxation years beginning before

July1,1988 ... .. ... ... L 3

Negative balances in the cumulative efigible capital
account that were included in income for taxation
years beginning before July 1, 1988 ......... 4

JLine 3 deductlined4 .....................

otal lines 1+ 24+ 5 . . e

“Line T from previous Ontario Schedule 10 for taxation years ending after 7
February 27,2000 ... .. ... .. . e

Deductline 7 fromline &8 .. ... . .. ... .. . .. . e

N - O (cannot be negative) . . . . e e e s

O
P
Amount on line § L S ::

P Qe e e S
Amount onlineR ( JX 2/ 3
Lesserof line N orline O L . L e e e

mountto be included inincome S+T ... ... ... ..
*Note: For taxation years ending after February 27, 2000 and before October 18, 2000 use 8/9 to calculate S

~
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: Ministry of Finance Ontario Continuity of Reserves
Ontarlo ggr oor)?t(li%%s Tax Branch SChedule 13

33 King Street West
Oshawa ON L1H 8E9

bér;ﬁ/cnralion‘s LegalName Ontario Corporations Tax Account No. (MOF) | Taxation Year End

__Hydro One Networks Inc. 1800029 2006-12-31 J

For use by a corporation to provide a continuity of all reserves claimed which are allowed for tax purposes.

Part 1 - Capital gains reserves

Ontario batance at Tr'ansfert on Ogtté#‘ig baléamf;é‘ -
e the beginning amalgamationor endo
Description of property of tf?g year wind-up of subsidiary Add Deduct the ¥ear
$ $

A B c

Totals

The total capital gains reserve at the beginning of the taxation year A plus the total capital gains reserve transfer on amalgamation or wind-up of subsidiary B,
should be entered on Schedule 6; and the total capital gains reserve at the end of the taxation year C, should also be entered on Schedule 6.

Part 2 — Other reserves

Ontario balance at Transferon Ontario balance
i Wi oesws | "o
$
Reserve for doubtful debts
Reserve for undelivered goods and services
notrendered
Reserve for prepaid rent
Reserve for December 31, 1995 income
Reserve for refundable containers
Reserve forunpaid amounts
Othertaxreserves
D E F
Totals
The amount from D plus the amount from E should be entered in [S—ﬂ-l of the CT23.
The amount from F should be entered in W of the CT23.
Part 3 — Continuity of non-deductible reserves :
R | e | SR | G2 [ e
OPEB Liability Short Term 35,075,000 35,075,000
OPEB Liability Long Term 688,996,332 87,101,443 776,097,775
Enviromental Short Term 13,010,000 50,000 12,960,000
Seeschedule 196,540,819 -52,846,883 68,294,837 46,258,519 165,730,254
Reserves from Part 2 .
Totals 933,622,151 -52,846,883 155,396,280 46,308,519 989,863,02¢
Enter in box [ 653 of the CT23 Enter in box of the CT23

CORPORATE TAXPREP - 2006 V.2.1 Page 1 of 2



Ontario Continuity of Reserves

Schedule 13
orporation's Legal Name Ontario Corporations Tax Account No. (MOF) | Taxation Year End
LHydro One Networks Inc. 1800029 2006-12-31
Part 3 — Continuity of non-deductible reserves
Ontario openin: Ontario Ontario Other Ontario closing
o Reserve balaon%e? 9 Transfers additions deductions adjustments balance
Environmental Long Term 58,386,976 9,339,296 49,047,680
Contingent Liabilities 66,344,735 36,374,358 29,970,377
Deferred export Tx Svs Cr 32,050,051 16,709,121 48,759,172
RSVA Liabilities 37,518,166 -52,846,883 17,495,923 2,167,206
Tenant Inducement 2,240,891 544,865 1,696,026
Earnings Sharing - TX 34,089,793 34,089,793
Totals 196,540,819 -52,846,883 68,294,837 46,258,519 165,730,254
CORPORATE TAXPREP - 2006 V.2.1 page 2 of 2
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Ontario M of Finance Ontario Scientific Research and

PO Ban g0, | Braneh Experimental Development Expenditures
Dehav ON L1t1 B9 CT23 Schedule 161
Page 1 of §
C.;r‘p‘)oration's LegalName Ontario Corporations Tax Account No. {(MOF) | Taxation Year Er;i— o
Hydro One Networks Inc. 1800029 2006-12-31

This schedule is used to calculate Ontario Scientific Research and Experimental Development Expenditures (SR & ED). The rules
used in the calculation of Ontario SR & ED follow the federal rutes with the exception of the new Ontario measure introduced in
the 2001 Ontario Budget and implemented in Bill 127 which received Royal Assent on December 5, 2001.

This schedule must be completed by alt corporations performing qualified Ontario SR & ED in a "specified taxation year" or in the
taxation year immediately preceding the first specified taxation year of the corporation and filed with the current CT23 or CT8. Other
corporations may use this schedule, if they have claimed or are claiming a different SR & ED amount for Ontario than for federal
income tax purposes.

* "Specified Taxation Year" (STY) is the taxation year of the corporation that begins after February 29, 2000 and ends after
December 31, 2000.

* “Investment Tax Credit Amount” (ITC) means, in respect of a corporation for a taxation year, an amount deducted by the
corporation for a preceding taxation year under subsection 127(5) or (8) of the Income Tax Act (Canada) (ITA).

* "Qualified Ontario SR & ED Expenditure” (QORD) means,

A. A qualified expenditure within the meaning of subsection 12(1) of the Corporations Tax Act (CTA) thatis made or
incurred by a corporation in a STY or in the taxation year immediately preceding the first STY of the corporation, or

B. An expenditure made or incurred by a partnership in a fiscal period that ends in a STY of a corporation if,
« the corporation is member of the baftnership at any time in the STY, and

« the expenditure would be a qualified expenditure within the meaning of subsection 12(1) of the CTA if it were
made by a corporation.

¢ "Ontario Allocation Factor" (OAF) has the meaning given to that expression by subsection 12(1) of the CTA.

* If a corporation includes a federal ITC amount in determining the amount of the Ontario pool of deductible SR & ED expenditures
for a STY, the following amounts are adjusted by the OAF:

¢ Amount of recaptured federal ITC relating to QORD for property disposed of in the preceding taxation year in
442 | on page 2.

+ Amount of federal ITC relating to QORD claimed federally in the preceding taxation year(s) in

on page 2.

o Amount of federal [TC relating to QORD allocated from partnerships in the current taxation year in

on page 2.

* Federal ITCs earned on shared-use equipment (SUE) reduce the capital cost of the property acquired for federal and Ontario
income tax purposes in the taxation year after the taxation year in which the ITC is claimed federally. The amount of the federal
ITC that relates to QORD on SUE is added to the SR & ED pool for Ontario purposes in the taxation year after the taxation year
in which the ITC is claimed federally.

CORPORATE TAXPREP - 2006 V.2.1
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Ontario Scientific Research and

Experimental Development Expenditures
CT23 Schedule 161

Page 2 of 5
orporation's Legal Name Ontario Corporations Tax Account No. (MOF) | Taxation Year End
| Hydro One Networks Inc. 1800029 2006-12-31
Ontario Pool of Deductible SR & ED Expenditures for the current taxation year
Total allowable SR & ED expenditures (capital and current) [_—_*‘—m
(From line[400] federal T661 (T2 SCH32)) v ettt e e e e e e e e e e e e et e * 1400 .
Less: Government and non-government assistance
(From line[430] federal TE61 (T2 SCH32))  «« v vt v e e e e e e e e e - [#0] [ J
Preceding year's amount of federal ITC claimed for SR & ED
(From line[435] federal T661 (T2 SCH32)) .« ..ttt e e e et e ~[435] { 153,159.
Sale of SR & ED capital assets and other deductions
(From line[4a0] federal TE61 (T2 SCH32)) - - -+ v e e e e e e e e ~[a40] [ J
, Amount of recaptured federal ITC (From line[453] federal T661 (T2 SCH32))
: relating to QORD for property disposed of in the preceding taxation year @ L 1
Gross-up for Ontario allocation factor From [ J+| 100.0000f6 - - - = —[44a]] J
(From of the CT23 or CT8)
Subtotal: [400] - [430] - [435]~[440] — [#84] . ... ... ... =[445 -153,159 )
Add: Repayments of government and non-government assistance
(From line[445] federal TE61 (T2 SCH32)) v v v v vt et e e e e e + [4as] | .
SR & ED expenditure pool transferred on amalgamation or wind-up
(From line[4s2] federal TE6T (T2 SCH32)) -+ v v oo e e e e e e e +[452] | J
Amount of federal ITC recaptured in the preceding taxation year ]
(From line[453] federal TE61 (T2 SCH32)) .+« -+ o v oot ee e e e e e e e e + [4s3]|
Preceding year's balance in pool of deductible Ontario SR & ED expenditures _ S
(From[480] of the preceding taxation YEar) . .............ueeieeemmeaeeneennennnnn.. ~+ [460 .
Federal ITC relating to QORD claimed federally in the preceding
1axation Year(S) ... ... ... +[a62][ 153,159 .
(From | 575 | on Page 3)
Amount of federal ITC relating to QORD allocated from partnerships
inthe current taxationyear ... ... ... ... i i, +[465 Ir J
Subtotal +[485] L = [ae8] | 153,159 .
Gross-up for Ontario allocation factor From [468] L 153,159 . +| 100.0000 % - - - = +[a70]] 153,159 J
(From|_30 | of the CT23 or CT8)
Subtotal: [445] +(446] + [452] + [453] + [460] +[470]
(If the amount in[473] is negative, enter zero, in[475] , and add to [615] of the 2002 CT23 or CT8
or of the 2003 or later CT23 or CT8. If the amount inl 473] is positive, enter the amount in ) =[a13]]| .
Amount available for dedUCtION . . ... ... ...t =[a75][__ J
Deduction claimed in the taxation year for Ontario —
(Enter the SR & ED expenditure pool deduction claimed in the taxation year in ofthe CT23 or CT8) . ...-—[477 .

Ontario current taxation year closing balance .
- in pool of deductible SR & ED expenditures —[477] = B ,__.-]

(Transfer this amount to | 460 ! as the carry
forward amount for the next taxation year.)

CORPORATE TAXPREP - 2006 V.2.1



Ontario Scientific Research and
Experimental Development Expenditures
CT23 Schedule 161 Page 3 of §

66rpora§6“n"vs LegalName

__Hydro One Networks Inc, 1800029 2006-12-31

" Tontario Corporations Tax Ac;:ount No. (MOF) |TaxationYearEnd

Calculation of Preceding Taxation Year Amount and Account Balances - Federal ITC from SR & ED
Expenditures relating to QORD.

« This page is used to calculate the amount of the federal ITC that relates to SR & ED performed in Ontario for certain taxation
years and is used to increase the amount of the Ontario SR & ED pool on page 2.

« All amounts on this page are based on the preceding taxation year since the amount of the federal ITC that relates to QORD
can only be used to increase the Ontario pool for SR & ED in the current taxation year if there was a federal ITC claimed for
federal purposes in the preceding taxation year that related to QORD.

+ Do not include amounts of federa! ITCs that relate to QORD that were allocated from a partnership. These amounts are
added to your SR & ED pool for Ontario in the taxation year that they are allocated from a partnership to a corporation, not in
the year after they are claimed federally.

Opening Balance:

(Enter amount L@g@ from Schedule 161 of the preceding taxation year, ifany)  ..................... + I , *1
Add: Amount of federal ITC earned, relating to QORD
(QORD portion of line| 540 federal T2 SCH31 for the preceding taxation year) — .............. +[510][ _ 153,159 J
Amount of federal ITC earned, relating to QORD, transferred on amalgamation or wind-up - B}
(QORD portion of line [ 530 | federal T2 SCH31 for the preceding taxationyear)  .............. * @r eJ
Subtotal: [500]+(510] +[520]  ....... P = [535] | 153,159 .
Deduct: Amount of federal ITC, relating to QORD, claimed federally .
(QORD portion of line 560 federal T2 SCH31 for the preceding taxation year) — .............. +[540]{ _ 153,159
Amount of federal ITC, relating to QORD, carried back federally to a preceding taxation year(s)
(QORD portion of line P federal T2 SCH31 for the preceding taxationyear — ................ + L J
A refund of federal ITC, relating to QORD, claimed federally
(QORD portion of line [610] federal T2 SCH31 for the preceding taxation year) — .............. +[560] | J
Amount of federal ITC, relating to QORD, deemed as a remittance of co-op corporations
(QORD portion of line federal T2 SCH31 for the preceding taxationyear)  .............. + L -
Subtotal: + [550] + [560] + S = [575] | 153,159

(Transfer this amount to on Page 2)
Deduct: Amount of federal ITC, relating to QORD, expired per the ITA after 10 taxationyears .. .......

(QORD portion of line federal T2 SCH31 for the preceding taxatonyear)  .............. - [s80]] d
Closing Balance: - (B8O e =[s00][ 4

(Transfer this amount to as the

opening balance for the next taxation year.)

CORPORATE TAXPREP - 2006 V.2.1




Ontario Scientific Research and
Experimental Development Expenditures
CT23 Schedule 161

Page 4 of 5
orporation's Legal Name Ontario Corporations Tax Account No. (MOF) | Taxation Year End
| Hydro One Networks Inc. 1800029 2006-12-31

Continuity Schedule for Federal ITC relating to SR & ED Expenditures for the Preceding Taxation Year

» All amounts on this page are based on the preceding taxation year.

1.

« Amounts on this page should tie into Part 11 of federal T2 SCH31 completed for the preceding taxation year.

otes:

Yr. of Origin
(Oldest yr. first)
yyyy mm dd

Opening Balance

Additions

Deductions
(other than
amounts that were
allocated from a
partnership)

Deductions
(only amounts
that were
allocated from a
partnership)

Closing Balance

1996-03-31

1997-03-31

1998-03-31

1999-03-31

1999-12-31

2000-12-31

2001-12-31

2002-12-31

2003-12-31

2004-12-31

2005-12-31

153,159

153,159

Totals
{see note 1, 2 and 3)

725

740

153,159

755

153,159

770

785

because only amounts relating to QORD can be used to increase the Ontario SR & ED pool.

It is important that the amounts in the deductions columns on this page correctly reflect the year of origin of the federal ITC claimed

CORPORATE TAXPREP - 2006 V.2.1



Ontario Scientific Research and
Experimental Development Expenditures
CT23 Schedule 161

Corporation's Legai Nan;é

Hydro One Networks Inc.

Page 5 of 5

1800029

Taxation YearEnd

.

2006-12-31

Continuity Schedule for the Amount of Federal ITC from SR & ED Expenditures relating to QORD for
the Preceding Taxation Year

¢ This page is required to record the amount of the ITC that relates to QORD by year of origin.

+ All amounts on this page are based on the preceding taxation year.

* Do not include amounts of federal ITCs that relate to QORD that were allocated from a partnership (see text at the top of page 3).

Yr. of Origin
(Oldest yr. first)
yyyy mm dd

Opening Balance

Additions

Deductions

Closing Balance

2000-12-31

2001-12-31

2002-12-31

2003-12-31

2004-12-31

2005-12-31

153,159

153,159

Totals
(see note 1-6)

825

840

153,159

855
153,159

870

Notes:

1. The amount in @ should equal @J on page 3.
2. The amountin @] shouid equal the total of and on page 3.
3. The amount in should equal on page 3.
4. The amount in should equal on page 3.
5

. Any deductions that are recorded in the deduction column on this page must be taken out of the same year of origin as indicated
in the deduction column on page 4. These deductions must be related to QORD and must not have been allocated from a

partnership.

6. The amount of federal ITC relating to QORD will expire if the federal ITC it relates to expires before it is claimed federally.

CORPORATE TAXPREP - 2006 V.2.1
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HYDRO ONE NETWORKS INC.

DISTRIBUTION

Calculation of Utility Income Taxes

Historic Years

2006 Networks Tax Return Allocation to TX and DX

Year Ending December 31

($ Millions)
Particulars
Calculation of Federal and ON Taxable Income

Net Income Before Tax (NIBT)
Required Adjustments to accounting NIBT
Recurring items included in Revenue Requirement (RR):
Other Post Employment Benefit expense
Other Post Employment Benefit payments
Depreciation and amortization
Capital Cost Allowance
Removal costs
Environmental costs paid
Hedge loss -net
Non-deductible Meals & entertainment
Smart meter costs deferred
Research & Development ITC (prior year's claim add back)
Capitalized overhead costs deducted
Pension cost deductions

Deferral accounts not part of RR:

Earnings Sharing Mechanism

RSVA DX/ TX Export credit

RARA and other Revenues deferred

OEB costs deferred

LV revenue received, deferred in regulatory a/c's

Reversal of accounting adjustments not part of RR:
Contingent liability movement
Capitalized interest deductible for tax

Recurring items not part of RR:
Cumulative Eligible Capital

Immaterial items not in business plan detail:
Computer application software deducted for accounting
Taxable capital gain

Amortization of prospectus costs
Amortization of underwriting fees

WSIB

Building Provision

Amortization Capital Contribution

Tenant Inducement

Bond Discount Amortization

Deferred prospectus costs

Underwriting fees

Capital tax provision overaccrual vs. return
Landscaping costs deductible

Ontario Specified credits

Insurance proceeds

Rounding

NET Adjustments to Accounting NIBT

Taxable Income federal

Deduct SRED claim added for Federal not taxable for Ontario

Taxable Income Ontario

Filed:

NETWORKS  IX DX
588.0 4152 $ 1728
70.2 312 39.0
(31.8) (13.8) (18.0)
490.8 241.4 249.4
(481.9) (293.0) (188.9)
(6.3) (2.9) (3.4)
(15.7) (4.1) (11.6)

2.4 1.4 1.0
5.3 3.2 2.1
(1.5) - (1.5)
0.2 0.1 0.1
(31.1) (16.7) (14.4)
(46.4) (13.0) (33.4)
(45.8) (66.2) $ 204
34.1 34.1 -

34.2 16.7 17.5
19.1 - 19.1
(0.7) - (0.7)
(8.1) - (8.1)
78.6 508 $  27.8
(26.0) (5.6) (20.4)
(35.4) (18.6) (16.8)
(61.4) (242) $ (372
(9.1) (5.9) (3.2)
(9.1) (5.9) (3.2)
0.5 0.2 0.3
0.7 0.3 0.4
0.6 0.4 0.2
1.7 1.1 0.6
(1.8) (0.8) (1.0)
(0.6) (0.6) -

(0.3) 0.2) (0.1)
(0.5) (0.3) (0.2)
(0.7) (0.4) (0.3)
(0.6) (0.4) (0.2)
(3.0) (2.1) (0.9)
0.4 0.2 0.2
(2.0) (2.0) -

1.1 0.3 0.8
(0.2) (0.2) -

@7 (4.5) 0.2
(42.4) (50.0) $ 7.6
545.6 3652 $ 1804
0.2) (0.1) (0.1)
5454 365.1 $ 1803

August 15, 2007
EB-2007-0681
Exhibit C2-6-2
Attachment B

Page 1 of 2



HYDRO ONE NETWORKS INC.
DISTRIBUTION

Calculation of Capital Cost allowance (CCA)
Historic and Bridge Years

2006 Networks Tax Return CCA Allocation to TX and DX
Year Ending December 31

($ Millions)
2006 DX Net
CCA Class Opening UCC Additions UCC pre-1/2 yr  50% net additions ~ UCC for CCA CCA Rate
1 2,205.8 (0.4) 2,205.4 - 2,205.4 4%
2 448.7 - 448.7 - 448.7 6%
3 16.3 0.2 16.5 0.1 16.5 5%
6 9.1 0.1 9.2 0.1 9.1 10%
8 28.8 19.0 47.8 9.5 38.3 20%
10 56.5 25.7 82.2 12.9 69.3 30%
12 25 25.7 28.2 12.8 15.4 100%
13 2.4 0.2) 2.2 - 2.2 10 yrs
17 2.3 0.1 2.4 0.1 2.3 8%
42 0.3 (0.0) 0.3 0.2) 0.4 12%
45 7.9 7.9 15.8 3.9 11.9 45%
47 153.3 250.5 403.8 125.3 278.5 8%
Dx CCA 2,933.8 328.7 3,262.5 164.6 3,098.0 0%
Dx CEC Continuity 45.7 0.1 45.8 - 45.8 7%
2006 TX Net
CCA Class Opening UCC Additions UCC pre-1/2 yr  50% net additions =~ UCC for CCA CCA Rate
1 3,059.3 (0.9) 3,058.4 - 3,058.4 4%
2 994.5 - 994.5 - 994.5 6%
3 256.6 30.1 286.7 15.1 271.6 5%
6 24.0 1.1 25.1 0.6 24.5 10%
8 20.6 6.9 27.5 3.4 24.1 20%
9 15 - 15 - 15 25%
10 115.7 33.5 149.2 16.8 132.4 30%
12 3.0 15.2 18.2 7.6 10.6 100%
13 - - - - - 10 yrs
17 11.0 1.8 12.8 0.9 11.9 8%
35 - 0.5 0.5 - 0.5 7%
42 72.0 9.8 81.8 4.9 76.9 12%
45 7.4 5.0 12.4 25 9.9 45%
46 3.2 16.2 19.4 8.1 11.3 30%
47 189.6 155.7 345.3 77.8 267.5 8%
Tx CCA 4,758.4 274.9 5,033.3 137.7 4,895.6
Tx CEC Continuity 84.8 - 84.8 - 84.8 7%

Filed: August 15, 2007

EB-2007-0681

Exhibit C2-6-2

Attachment C

Page 2 of 2
CCA Closing UCC
88.2 2,117.2
26.9 421.8
0.8 15.7
0.9 8.3
7.7 40.1
20.8 61.4
15.4 12.8
0.4 1.8
0.2 2.2
0.0 0.3
5.3 10.5
22.3 381.5
188.9 3,073.6
3.2 42.6
CCA Closing UCC
122.3 2,936.1
59.7 934.8
13.6 273.1
2.5 22.7
4.8 22.7
0.5 1.1
39.7 109.5
10.6 7.6
1.0 11.8
0.0 0.5
9.2 72.6
4.5 7.9
3.4 16.0
21.3 324.0
293.0 4,740.4
5.9 78.9






