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Letter from the Chairman of the Board, and the President and Chief Executive Officer

In 2009 Toronto Hydro Corporation (“the Corporation”) had a strong balance sheet, an effective workforce

renewal strategy, and, for the fifth year in a row, recognition from the Top 100 Employers organization for being

one of the Top 100 Employers in Canada.

In each of the traditional areas of corporate responsibility
reporting — economic, environmental and social — the Corporation
achieved good results. Thanks to the largest infrastructure
renewal undertaking in our history, the frequency of power
outages, as well as their duration, has decreased and we will
continue to make prudent investments to help ensure this

trend continues.

The electricity system that we are building today should help to
support Toronto’s economic development for years to come.
And the employees who are working to bring our vision of a
modernized grid to life are part of a long tradition of skilled
tradespeople sharing a commitment to public safety. We would
like to thank all of the Corporation’s employees for their

commitment and hard work last year; we look forward to their
contributions to our company in the years to come.

We are also very pleased to note that the Corporation moved a
step closer to being carbon neutral last year, while at the same
time supporting the City of Toronto and the Province of Ontario
in their sustainability efforts. The conservation and demand
management programs that we started to implement in 2005
have been very successful, and we are leading all Ontario
agencies in bringing these programs to consumers, delivering
total energy savings of approximately 658,000 megawatt-hours,
or the annual equivalent energy consumed by 73,000 homes,
in just five short years.
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From the vantage point of Toronto Hydro-Electric System Limited
(“Toronto Hydro”), one of the largest electricity distribution
companies in Canada, we have also been privileged to be part of
Ontario’s efforts to shift the public’s mindset towards energy
conservation. The challenge that lies before us now is to
continue persuading our customers to take an active interest in
conserving a commodity that many have taken for granted. We
see the introduction of time-of-use (“TOU”) rates and the launch
of Feed-In Tariffs as tremendous opportunities to become even
more engaged with our customers. Indeed, Toronto Hydro’s
rollout of TOU rates is now the largest of its kind in North
America, and we believe we have a greater opportunity than ever
to help our customers understand the benefits of electricity
management and new green electricity generation technologies,
such as solar PV panels.

Customer service has taken on an even greater importance
within the Corporation. It is integral to our overall performance
and business strategy. Our corporate responsibility demands

no less than that we engage our customers in compelling and
meaningful ways, working to provide high levels of customer
service every day. This is a priority that is being developed within
the company in tandem with the renewal of our electricity grid.

We would like to thank the Board of Directors and, in particular,
former Toronto Hydro Corporation President and Chief Executive
Officer David O’Brien, for their guidance and support during the
past year. Special thanks also go to the internal subject matter
experts who helped to shape our corporate responsibility efforts.
With their assistance, we are moving gradually towards a more
comprehensive and balanced Corporate Responsibility Report,
one that we believe is a true reflection of our strengths, and of
the challenges and achievements that we experienced last year.
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Clare R. Copeland Anthony M. Haines
Chairman President and Chief Executive Officer

kb We are also very pleased to note
that the Corporation moved a step
closer to being carbon neutral last
year, while at the same time

supporting the City of Toronto and
the Province of Ontario in their
sustainability efforts. yy
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Independent Reviewers’ Report

To the Board of Directors and Management of Toronto Hydro
Corporation (“the Corporation”).

We have reviewed selected quantitative performance indicators
presented in the Corporation’s Corporate Responsibility Report
(the “Report”) for the year ended December 31, 2009. We did
not review all information included in the Report. The
Corporation’s management is responsible for collection and
presentation of the indicators and information set out in the
Report. Our responsibility is to review the selected quantitative
performance indicators and assess whether anything comes to
our attention that suggests that it has not been prepared in
accordance with the relevant criteria. A review does not
constitute an audit and consequently we do not express an audit
opinion on the selected quantitative performance indicators.

Scope

We reviewed the following 2009 quantitative performance
indicators set out in the Report:

e Average Duration of Customer Power Interruptions (“SAIDI”)

e Average Number of Customer Power Interruptions (“SAIFI”)

Community Involvement Expenditures

e Customer Electricity Conservation and Demand Management

e Energy Consumption

e Greenhouse Gas Emissions (Scope 1 and 2)

The selected quantitative performance indicators were chosen by
the Corporation primarily on the basis of perceived external
stakeholder interest. We did not review the narrative sections of

the Report except where they incorporated the selected
quantitative performance indicators.

Methodology

We conducted our review in accordance with the International
Standard on Assurance Engagements (“ISAE”) 3000 developed by
the International Federation of Accountants. As such, we planned
and performed our work in order to provide limited assurance with
respect to the selected quantitative performance indicators that
we reviewed. Our review criteria were based on the Global
Reporting Initiative Sustainability Reporting Guidelines, relevant
regulations, the Corporation management definitions as set out in
the Report and accepted industry standards. Our procedures
included obtaining and evaluating evidence related to the selected
quantitative performance indicators.

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the selected quantitative performance
indicators listed above are not, in all material respects, reported
in accordance with the relevant criteria.

%W&?au:r L~
PricewaterhouseCoopers LLP

Toronto, Ontario, Canada
April 28, 2010
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About This Report and Our Approach to Corporate Responsibility

In 2009, the Corporation continued to refine its approach to corporate responsibility, based on a

desire to achieve closer alignment with its four strategic business priorities:

Modernization
of the Utility

This Report adheres to the structure that is common in many
corporate responsibility reports, insofar as it is divided into
three main sections: Economic Performance, Environmental
Responsibility and Social Responsibility. Information about the
Corporation’s four strategic priorities is woven into these
sections; some topics, such as conservation and demand
management (“CDM”), are discussed in more than one section.

In keeping with the process of continuous refinement, which is
a best practice of corporate responsibility reporting, this year’s
Report includes several new features:

e A more comprehensive “Stakeholder Engagement” section
identifies key stakeholder groups, and a chart outlines the
ways in which the Corporation interacts with stakeholders and
responds to their issues.

e A new sub-section in the Social Responsibility chapter is devoted

to issues of customer engagement and communications. With
the advent of new technologies, including smart meters, and
also in consideration of the Corporation’s commitment to
support both the Province of Ontario’s new Green Energy and
Green Economy Act, 2009 and the City of Toronto’s Climate
Change and Sustainability Action Plan, it is critical that
customers understand how these new technologies work and
what their impacts and benefits will be. The focus on customer
engagement signals the Corporation’s commitment to
emphasize service to, and communications with, consumers.

Consistent
Financial
Performance

Customers are a key stakeholder group for other reasons: if
the lights go out, they clearly are affected. If electrical loads
are too high on hot summer days and the province is obliged
to import base load energy, which typically is generated from
coal sources, then air quality can suffer, and again, we all feel
the effects. Torontonians feel the effects of using less
electricity because it may impact their electricity bills, and they
also feel the benefits of decreasing their individual carbon
footprint because there is less pollution. All of these explain
the focus on the customer experience in this year’s Report.

Without solid financial management, however, it would be
difficult to deliver on our commitments. That’s why this 2009
Report provides a more detailed discussion of the links
between the Corporation’s achievements and its strategic
business goals. Toronto Hydro, for example, is a major
employer in the City of Toronto. It provides a steady revenue
stream to its sole shareholder, the City of Toronto; and, by
virtue of an ambitious long-term capital plan to upgrade its
aging electricity distribution system, it is laying a new
foundation for economic growth in the City of Toronto.
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About This Report and Our Approach to Corporate Responsibility (continued)

All of these activities have significant benefits for City
residents and for the local economy. As a result, with this
Report, the Economic Performance section goes beyond
merely reporting on operating expenses and annual revenues,
zeroing in more specifically on the broader impacts of the
Corporation’s financial performance.

e Also new for 2009 is the Corporation’s decision to present
its Corporate Responsibility Report in online format only, with
a downloadable PDF for readers wishing to view the complete
report in print. This decision aligns the Corporation with
industry best practices in Corporate Social Responsibility
reporting.

As in previous years, selected indicators presented in this Report
were reviewed by PricewaterhouseCoopers LLP. Six quantitative
performance indicators, identified by an internal cross-functional
team of subject matter experts, were assured; the two remaining
indicators were audited by Ernst & Young LLP.

This Report does not use Global Reporting Initiative (“GRI”)
indicators as a framework, rather it uses a hybrid model that
incorporates the GRI framework and benchmarking process, as
well as the issues/opportunities structure. Assured indicators
were selected based on their materiality and also on their
relevance, given the Corporation’s scope of activities.

bé Toronto Hydro provides a steady
revenue stream to its sole
shareholder, the City of Toronto;
and, by virtue of an ambitious

long-term capital plan to upgrade
its aging electricity distribution
system, it is laying a

new foundation for economic
growth in the City of Toronto. yy
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