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MANAGEMENT’S REPORT

The accompanying Consolidated Financial Statements have been prepared by management of Toronto Hydro
Corporation (the “Corporation’), who are responsible for the integrity, consistency and reliability of the information
presented. The Consolidated Financial Statements have been prepared in accordance with Canadian generally
accepted accounting principles and applicable securities legislation.

The preparation of the Consolidated Financial Statements necessarily involves the use of estimates and assumptions
based on management’s judgments, particularly when transactions affecting the current accounting period cannot be
finalized with certainty until future periods. Estimates and assumptions are based on historical experience, current
conditions and various other assumptions believed to be reasonable in the circumstances, with critical analysis of the
significant accounting policies followed by the Corporation as described in Note 3 to the Consolidated Financial
Statements. The preparation of the Consolidated Financial Statements includes information regarding the estimated
impact of future events and transactions. Actual results in the future may differ materially from the present
assessment of this information because future events and circumstances may not occur as expected. The
Consolidated Financial Statements have been prepared within reasonable limits of materiality in light of information
available up to March 11, 2011.

In meeting its responsibility for the reliability of financial information, management maintains and relies on a
comprehensive system of internal control and internal audit, which is designed to provide reasonable assurance that
the financial information is relevant, reliable and accurate, and that the Corporation’s assets are safeguarded and
transactions are properly authorized and executed. The system includes formal policies and procedures and
appropriate delegation of authority and segregation of responsibilities within the organization. An internal audit
function evaluates the effectiveness of these internal controls consistent with its annual audit plan and reports its
findings to management and the Audit Committee of the Corporation, as required.

The Consolidated Financial Statements have been examined by Ernst & Young LLP, independent external auditors
appointed by the Corporation’s Board of Directors. The external auditors’ responsibility is to express their opinion
on whether the Consolidated Financial Statements are fairly presented in accordance with generally accepted
accounting principles in Canada. The attached Independent Auditors’ Report outlines the scope of their examination
and their opinion.

The Board of Directors, through its Audit Committee, is responsible for overseeing management in the performance
of its financial reporting and internal controls. The Audit Committee is composed of independent directors and
meets periodically with management, the internal auditors and the external auditors to discuss internal controls over
the financial reporting process, auditing matters and financial reporting issues, to satisfy itself that each group has
properly discharged its respective responsibility and to review the Consolidated Financial Statements before
recommending approval by the Board of Directors. The Audit Committee also considers, for review by the Board of
Directors and approval by the shareholder, the appointment of the external auditors. The external auditors have
direct and full access to the Audit Committee, with and without the presence of management, to discuss their audit
and their findings as to the integrity of the financial reporting and the effectiveness of the system of internal
controls.

On behalf of Toronto Hydro Corporation’s management:

Anthony Haines Jean-Sebastien Couillard
President and Chief Executive Officer Chief Financial Officer
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CONSOLIDATED STATEMENTS OF INCOME

[in thousands of dollars, except for per share amounts]

Year ended December 31 2010 2009

$ $
Revenues 2,611,671 2,457,923
Costs
Purchased power and other 2,062,269 1,953,657
Operating expenses 223,326 208,834
Depreciation and amortization 169,408 162,970

2,455,003 2,325,461

Income before the following: 156,668 132,462
Interest income 2,627 3,207
Interest income (expense)

Long-term debt (74,505) (73,061)

Other interest 728 (697)
Change in fair value of investments [note 7] 2,420 (1,049)
Gain on disposals of property, plant and equipment  [note 5] 3,767 1,013
Income before provision for payments in lieu of corporate taxes 91,705 61,875
Provision for payments in lieu of corporate taxes [note 17] 25,580 19,742
Net income 66,125 42,133
Basic and fully diluted net income per share [note 22] 66,125 42,133

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

[in thousands of dollars]

Year ended December 31 2010 2009

$ $
Retained earnings, beginning of year 430,437 413,474
Net income 66,125 42,133
Dividends [note 18] (25,000) (25,170)
Retained earnings, end of year 471,562 430,437

The accompanying notes are an integral part of the consolidated financial statements.





