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SHAREHOLDER DIRECTION

WI IEREAS Toronto Ii dro Corporation (the ‘‘corporation”) is a corporation existing
tinder the thisbiess Corpora!ions Act (Ontario);

AND WhEREAS the City of Thronto (the “Shareholder”) is the beneficial oner of all
of the issued shares of the Corpora! Ion:

AND WHEREAS the Corporation and the ,S’ubsidiark’s (together, “Toronto Hydra”) are
the successors to the business ofToronto Hydro Electric Commission;

AND WHEREAS Toronto lh’dro ‘s business (the “Busines.c”) is integral to the well
being and infrastructure of the City of Toronto:

AND WHEREAS the Bachzess is subject to the provisions of the Electric/tv ALT. 1998

and the Ontario Encrtv Roan! Act. 199%. as such statutes may be amended or re—enacted from
time to (line;

AND WhEREAS the Copomtion is a reporting issuer subject to Securitws Rules (as
herein defined);

AND WHEREAS the Sharehok/er wishes to establish certain principles of governance
relating to Toronto ilydro;

NOW TIIEREFORE THIS SHAREHOLDER DIRECTION IS IIEREIW
AMENDED AND RESTATED AND WITNESSES AS FOLLOWS:

ARTICLE I
INTERPRETATION

1.1 Definitions

In this Sharehohlc’r Direction, in addition to the terms delined in the recitals, the IN lowing terms
will have the meanings set out below:

“Affiliate Relatioizships Code” means the Ontario bwigv Moan! Aftiliate Relationships Code
For I lcctricity Distributors and Transmitters, as amended from time to time:

‘‘Associate” means a Person that is assoc kited ith the C orpoi’ation or any .Su/ suini,, as such
relationship is defined in the ORCA;

“Auditor Genera?’ means the Cliv of Jorontos Auditor General or his/her designate or any
I’crsoii acting in that capacity;

“Roan!” means the hoard of directors of the C’orpcn’a!/on:



“Body Corporate” means a firm, partnership, unincorporated association, joint venture, body
corporate, corporation, hank, trust, pension hind, union, governmental agency, hoard, tribunal,
milistry or commission or other legal entity of any kind whatsoever, but excludes an individual
or natural person;

“Business Plan” means the business plan referenced in Section 9.1

“chair” means the Chair of’ the Board;

“Citizen Directors” means the citizen directors referenced in Section 5.1;

“Ciii’ Antlwrized Representiahe” means the City authorized representative rehrenced in
Section 9.3;

“Cliv CFO’ means the Cliv of Throntos Deputy City Manager and Chief Financial Officer or
the I’crcon acting in (hat capacity or his/her designate;

“City chief Corporate Qfflcer” means (he City of Toronto’s Chief Corporate Officer or the
Pcrcon acting in that capacity or his/her designate;

“City (‘ounciP’ means the Council of the Cliv of Toronto when exercising its authorhy in its
capacity as a municipal government or as (he Shareholder of the Corporation;

“City €‘osuzcil Directors” means the (‘hi’ (‘onndd directors as referenced in Section 5.1;

“City Liaison” means the City officer or delegated staff member referenced in Section 8.2;

“City of Toronto” means (he municipaL corporation continued under the ( ‘flu of’ Toronto Act,

“Cliv Manager” means the Cliv of’ Toronto’s City Manager or (he Pcrvo,, acting in that capacity
or his/her designate;

“Directed by (‘ounciP’ means a direction from (‘liv Council, acting on behalf of the City of’
Toronto in its capacity as Sluo’choh icr, to the ( ‘oiporcztion. w Ii ich direction shall be in the fhrrn
of a recommendation or resolution adopted by (‘flu (‘otowil which directs the C orporatuni as it
applies to the Corporation or aim of its Subs/diaries, and subject to Law, in making any direction
C/ti’ (‘ouiu’d shall take into consideration the objectives and principles set out in Section 2.2.2
herein:

“Distribution Company” means any one or more Sithshlia,’ics licensed to own or operate an
electricity distribution system under the Ontario Energy Board Act, 1998;

“Energy Services” means Toronto [lydro Fnergy Services Inc.:
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“Lvecntn’e Coinpensaiwn Infonnaiwn “ means. Ibr all ci’ the ollicers of the Corporation, the
same executive compensation inlonnation as is required to be disclosed by the Corporation for
its Named Executive Otficers in the Summary Compensation Table of its Annual Inlormation

Form pursuant to Form 51 —l02l’ñ (Statement ol’ Fxectmtive Compensation) issued under the
National Instrument 5 I — 102 (Continuous Disclosure Obligations);

“Financial Statements’” means. (or any particular period, the audited or unaudited (as stipulated

in this Shweholdei Du’ectun:). consolidated or unconsolidated (as stipulated in this Shareholder
Direction), comparative linancial statements of the Corporation or its Subsidiaries, as
applicable, consisting ol’ not less than a balance sheet, a statement of income and retained

earnings, a statement of changes in (5 nancia I position, a report or opinion of the auditor (in the

case ci audited I’huuuia/ ,Scitetnt’,us) and such other statements, reports. notes and information

prepared in accordance with accounting principles as permitted at La;”;

“Gover,nnental Authority” means a federal, provincial, state, regional, municipal or local

government, domestic or foreign, including any entity. I’erco,;, court or other body or

organization exercising executive, legislative, judicial, regulatory or administrative (kinctions ci,

or pertaining to, any such government;

“Law” means any statute, law, ordinance, rule, regulation, restriction, code, regti latory policy or

gtiideli ne or order of any Govenunental Authority, inc hiding without Ii in itation all Securities
Rules and all applicable by—laws or rules of any J&’gulator;

“Lien” means any mortgage. hpothee. assignment. encumbrance, lien or security interest.
regardless of Iiwm. that secures the payment olany indebtedness or liability or the observance or
performance of any obligation;

“OBCI “ means the Busi,ucss Co,poreuwnv Ad (Ontario). as amended or re—enacted 1mm time to
time;

“Ontario Energy Board” or “OEB” means the Ontario I nergy Board, or its successor;

“Ontario Energy Board Act, 1998” or “OEB Act” means the Ontario Ener,t,rv 110(11(1 Act. / 998
(Ontario), as amended or re—enacted f’om time to time:

“Person “ means an individual, I im ited liability company. unincorporated syndicate.
unincorporated organization. Rot/v Gnyunvh’ or Gon’rnnu’ntal Authority;

“Receiving Party” means the recci ing party as refrrcnced in Sections 4.4 and 6.3:

“Regulator” means the Ontario bwiç’v Board, the Ontario Securities Commission and each

other Governmental Atahonty having jurisdiction over Toronto Ilydro or the Business, and any
successor(s) thereto;
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“Securifies Rules” means all statutes, laws, ordinances, rules, regulations, restrictions.
instruments, codes, regulatory policy or guidelines applicable to the Coiponnion as a reporting
issuer tinder the Securities Act (Ontario), as amended from time to time;

“Shurelwkkr” means the Cliv of Toronto as [lie beneficial owner of all of the issued shares of
the Corporation, exercising its authority as Sha,eholc1e, through City (‘ouncil;

“Shareholder Direction” means this Shareholder Direction Relating to Toronto Hydro
Corporation dated as of July I. 1999, as amended and restated from time to time; and

“Subsidiary” means, with respect to the Corporation, any Body (.‘oiporutc’ of which more than
50% of the outstanding securities of any class carrying exercisable voting rights are beneficially
owned, directly or indirectly, by the Corporation, and includes any Body Corporate in like
relation to a Sitbsuhcut’.

1.2 Cii’ Authorized Representative, City Council, City of Toronto arid Shareholder

a) Wherever there is a rel’erence to a City :Iiithoited Representative in this Shareholder
Direction, that relrence shall he deemed to include arty individual acting in that capacity or
any successor City Authorized 1?cpncentative duly appointed or designated by (lie City of
Toronto as being responsible lbr that oliice.

I) In this Sharehohlc’r Direction the use of the terms City Cowidd, City of Toronto and
Sharc’hohler shall he interpreted to reflect the act ions or authority of the fl unicipal
government, municipal corporation or the corporate shareholder as reasonably indicated by
[lie context.

1.3 Calculation of Time

In this Slunuhohier Direction, a period of clays wil I be deemed to begin on the first day after the
event which began the period and to end at 5:00 p.m. (i’oronto time) on the last day of the
period. I 1 ho ever, the last day of the period does not all on a business day, the period ill
terminate at 5:00 p.m. (Toronto time) on the next business day.

1.4 Regulatory Matters

In the event of any cool id between any approval or matter Directed by Council or other
req iii rem en t of’ the .S’harehoh Ic’;’ under this Sinuehok Icr Direc ‘lion and any dee is ion, order or
p0 Ii c of any Reguh i/or, the decision, order or policy of the Regulator siw II govern and Toronto
Ilvcfro will at all times comply with any decision, order or policy of the Regulator whether or not
an approval or matter Directed liv Council has first been given in respect thereof by the
Shareholder tinder this Shan’hohlc’r Direction. For greater certainty. Toronto l!ycb’o will not seek
any order from any Regulator for any matter that would require the approval ol’ the Shareholder
tinder this Shareholder Direction without first giving notice of’ its intention to seek such an order
to the .Shcn’eholder
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ARTICLE 2
OBJECTIVES AND PRINCIPLES

2.! Purposes

The purposes of this Shan’hohler Direction are as follows:

a) subject to the Board’s authority to manage or supervise the management of the business and
a flhirs of the (‘orporation, to provide the Board with the Shareholder ‘a fUndamental
principles regarding the Th,sinec;

h) to in form the residents of the Cl/i’ of Toronto of the Sharehok/er’s fUndamental principles
regarding the Bushu’ss: and

c) to set out the accountability, responsibility and relationship bet\% cen the Board and the
EShareho/c/er.

2.2 Shareholder Objectives and Principles

2.2.1 Subject to Lan’, the Corporation shall and shall dircct its Subcicliarh’s to conduct their
aflhirs and govern their operations in accordance with such rules, policies, directives or
ohjcctives as Din’ctc’cI by Council from time to time.

2.2.2 The [Ullowing objectives and principles shall govern the operations of Toronto JIvc/ro:

a) to operate Toronto lIvdro on an efficient and commercially prtident basis;

h) to optirniie the Shareliob/er ‘s return on equity and operate Toronto lh,dro with a
view to meeting the Financial performance objectives of the Shareholder as set out in
Di is ES/kU eholdei Direction

c) to provide a reliable, effective and eflicient electricity distribution system that
supports the electricity demands of residents and businesses in the City of toronto:

d) to operate Toronto Ih’cbo iii an environmentally responsible manner consistcnt with
the Cm’ of Toi-o,,to ‘a energy. climate change and urban krestry objectives and, as
appropriate, utilizing emerging green technologies:

e) to ensure that (lie Business is managed in material compliance with all Lan’: and

I) to engage in recruitment and procurement practices designed to attract employees and
suppliers from the City of Toronto s diverse community.
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2.2.3 The Boon! is responsible br determining and implementing the appropriate balance
among the objectives and principles in Section 2.2.2 and 11w causing loronto l/i’dm to
conduct its aI’fliirs in accordance with the same.

ARTICLE 3
BUSINESS OF TORONTO IIYDRO

3.1 Business of Toronto Hydro

Subject to Lan and the ongoing ahi I ity of the Corporation and the Suhsiclkwicv to meet the
rnancial objectives of the Shareholder set mit in this Sharehohk’r Dirc’ciunz and the ability of the
Roan! to demonstrate the same, the Corporation may engage in, and may authorize the
Subsidiaries, to engage in, an’ of the business activities permitted by the Ontario Lneit,y Roan!
Act, 1998, as may be amended from time to time. Without limiting the Ibregoing, and for ease ol
re Ièrence, an extract ol’ the relevant provisions of the Ontario Eneit,ry Boa,il Act. 1998 is
attached as Appendix A to this Siic,n’hohlcr Dneclwn.

ARTICLE 4
BOARD OF DIRECTORS

4.1 Responsibilities of the Board of Directors

Subject to Lcni’ and aiiy matters requiring approval of the Shareholder pursuant to this
5/uwehohier Direcihm, the Roan! is responsible (hr supervising the management of the business
and al’fai rs 01’ the Corpora!ion, including the fbI lowing specific matters:

a) establishing sound financial principles and perlormanee objectives:

b) approving any dividend payment or distribution ot capital;

e) appointing the ollicers of the Corporation:

d) approving the overall business strategy and related Busnwss Plan:

e) approving the Ii nane in g strategy, i ic I ud i ng [lie select ion of nan c hi I inst tiit ions and related
banking authorities;

I) directing labour and employee relations matters: and

g) approving the financial statements in accordance with the requirements of the ORG/I.
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4.2 Committees of the Hoard

The Bonn! may form committees and delegate such decision miking or other responsibilities to

the committees, as permitted by Lair, Ii’om time to time.

The committee of the Board responsible for compensation related matters shall include at least

one C/ti’ Coii;n ii Director.

4.3 Conflict of Interest Policy

The directors and officers of the Corpo,’athn, ill strictly’ abide by the requirements of the OBC1

and the Corporal/on in respect ol’ conflicts of interest, including any requirements in respect of

disclosure and abstention 1mm voting.

4.4 Confidentiality

The Xhcn’ehohk’r and the directors and oil cers of the Corporal/on s ill ensure that no

confidential information of the kS/un eholik’, or Toronto Ilydro is disclosed or otherwise made

available to any I’erson, except to the extent that:

a) disclosure to a I?ece/v/ng Par/v v employees or agents is necessary for the performance of

an’ Rcc’e/v/i;g I’ariv c duties and obligations tinder this .51 a,’choh/er Three/ion;

b) disclosure is required in the course of any legal or regulatory proceedings or actions or

pursuant to any Laii’; or

e) the con lidential in formation becomes part of the public domain (other than through

unauthorized disclosure by the Receiving Party).

ARTLCLE 5
HOARD STRUCTURE

without restricting the rights of the Xharchohh’r, this article provides information regarding Cliv

(‘ounc/ Public Appointments Policy” and “Policy on Board Governance Structures” as

amended from time to time.

5. I Co in position of the Board

5.1.1 The Board will he composed of eleven (II) directors comprising:

a) the Mawr of the C/tv of Toronto or a member of (‘hi’ Council hom the Mayor recommends

as his/her designate and who is appointed by Cliv Council;
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h) two (2) members of Cm’ Council (together with the Mayor or Mayor’s Designate. the “Cliv
Council Dm’ctorc ): and

e) eight (8) residents of Toronto who are not elected oflicials or employees of the (‘ity of
Toronto or any of its agencies or corporations (‘‘C ‘Ucen Dirccto::v’), one of whom shall he
the Chair.

5.1 .2 The Sharehobler shall appoint all members of the Board of the Co:porc :1/on.

5.1 .3 The Chair of the Board shall be appointed by the hoard upon the nomination of the
SIu:rel:ohler from time to time.

5.2 Qualifications of Directors

In addition to the general eligibility requirements as set mit at Low (including without limitation
the OBC1 and Securities Rules) and in the City of Toronto’s “Public Appointments Policy” and
“Policy on Board Governance Structures”, as amended by Cliv Council from time to time, Board
members should collectively represent a range of expertise including:

a) experience on a public utility commission or hoard of a major corporation or other
commercial enterprise;

h) experience or knowledge with respect to:

i. corporate finance:
ii. corporate governance:
iii. market development:
iv. large system operation and management:
v. urban cnergy I ndtistrics:
vi. public policy issues and the Lair relating to Toronto I lydro and the electricity industry;
vii. environmental matters;
viii. labour relations;
ix. occupational health and saibty issues

c) commercial sensitivity’ and acumen:

d) independence oF judgment:

e) personal ntcgrity; and

I) at least three directors with financial management expertise.

Si Vacancies

If a member of’ the Board ceases to be a director for any reason, the ,Shareholder will flIl the
vacanc created thereh as soon as reasonably possible.
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5.4 Term

a) The term fhr (‘it Council D,recto,w shall he two (2) years. Incumbent Cliv Council
Directors may he reappointed by the .Sharehohier. for such consecutive terms as the
Sharehohier may determine, in IL discretion.

Ii) The term hr Citizen Directors shall he two (2) years. Incumbent Citizen Directors may he
reappointed by the Sluirehoider, at its discretion, (hr an additional term without a formal
Citizen Director recruitment process. Where any Citizen Director has served for two (2)
consecutive terms, or a total of four (4) consecutive years, then the Shareholder shall proceed
with a formal Citizen Director recruitment process prior to reappointing an incumbent
director (hr that position. The maximum number of consecutive two (2) year terms (hr any
Citizen Director shall be lotir (1) terms for a maximum term of eight (8) consecutive years as
a Citizen Director.

c) Notwithstanding any of’ the foregoing, all directors are appointed at (he pleasure of the
Shareholder and the Shareholder may elect, in its discretion, to replace any appointed
director at any time and (hr any reason. All directors shall continue to serve on the Roan!
past the end of their term until such time as such successors are appointed by the
Sharehoh Icr.

ARTICLE 6
SUBSIDIARIES

6.1 Boards of Directors of Subsidiaries

a) Subject to Lou’ and any matters rcqti iring approval of’ the Sin irehoh kr pursuant to this
Shcuvholck’r Dirc’ciunj, the C oipoiwion shzd I cause the business and afThirs of the
Sithsklhtries to he managed or supervised by their respective boards of directors.

b) The Board will appoint the directors of the Subshihirks from among the directors of the
C orporatum, provided ho ever that the appointment of’ the directors of the Distribution
Conquz’;v shall he subject to and meet all requirements for independence as may be set out by
the Unhwio Energy Boards tt/jiliatc’ Re/ahioiichifLv Cock’ as amended Irvin time to time.
Without limiting the foregoing. and for ease of ref rcnce. an extract of the relevant section of
the A/li/hue Relationships Cock’ is attached as Appendix 13 to this Sharehohler Direction.

c) The Chair shall notify tile City Manager of the names o L remuneration to he paid to, and the
process used to select, any independent directors as required by the 01W from time to time.
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6.2 Conflict of Interest Policy

The Corporation will cause the directors and officers of each S,thsidic,n’ to strictly abide by the
requirements of the ORCA and the Corporation in respect ofconllicts of interest, including any
requirements in respect of disclosure and abstention from voting.

6.3 Confidentiality

The Corporation will cause the directors and olkeers of each Suhshllwy to ensure (the
Shareholder and the directors and officers of each Subsidiary are hereinafter refi2rred to as a
‘Receiving Pain’’), that no contidential infbrrnation of the Share/,o/der or Toronto hydra is
disclosed or otherwise made available to any Person, except to the extent that:
a) disclosure to a Receiving Party’s employees or agents is necessary for the performance of

any Receiving Party’s duties and obligations under this Sharehoh!er Direciio,,;
h) disclosure is required in the course of any legal or regulatory proceedings or actions or

pursuant to any Lint’; or
c) the con fidential in fbrmation becomes part of the public domain (other Ihan through

unauthori,ed disclosure by the Receiving Party).

6.4 Vacancies

If a memher of the Board of directors of any Suhsh/ia,y ceases to he a director for any reason,

the L’orporiztwn will cause the vacancy to be filled by another director of the Corporation as
soon LtS reasonably possible.

ARTICLE 7
HOARD REMUNERATION AND EXPENSE REIMBURSEMENT

7.1 Remuneration

a) The Chair will receive remuneration in the amount of $75,000 per annum; and

h) Each director of the Corporation, other than the Chair. vi II receive remuneration in the
amount ofS 12,500 per annum plus;

i ) S I .000 fir each meeting ol’ the Board attended:

(ii) SI ,000 Ibr each meeting of the hottrd of a S’ubsidiaiy attended, provided the meeting is
other than on a day when there is a meeting of the Roan!: and

(iii) $1,000 for each meeting of a committee of the Roan! attended, provided the meeting is
other than on a day when there is a meeting of the Roan! and subject to an aggregate
annual maximum ofSS.000 tbr meetings ofconimittees oldie Rocud.
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c) Notwithstanding any of the ftwegoing. City Council Directors wall receive 110 remuneration
and the maximum aggregate remuneration for a director other than the Chair is $30,000 per
annum.

d) The remuneration of the directors ot the Corporation fbr their respective services as directors
will be as determined by the .S’han’holder under (‘iv Councils Board remuneration policy as
amended from time to ti me.

7.2 Reimbursement Policy

The Board shall establish an expense reimbursement policy to provide for the reimbursement of
out—ol—poeket expenses for Board members while conducting Board business. Such pokey shall
require that the Board pre—approve the amount and reason ibr all major expenses fbr directors.

ARTICLE 8
SHAREHOLDER MATFERS

8.1 Decisions of the Shareholder

a) Where the Corporation wishes or is required to obtain an approval or decision Irom the
.Sieareholdc’r pursuant to this SIuwc’holder lErection or otherwise, the Coeponetion shall
submit a written request to the appropriate U/v Liaison for the approval or decision which
includes all inibrinatioii necessary for the Shareholder to make an informed decision.

h) Where possible and permitted by Lan’. the Corporation shall submit its request and
supporting information in a timely manner that enables the Ciii’ Liaison to comply with
deadlines for submission to ( ‘ily o/ Toronto Committees and (‘in’ Council. The (‘i/v A’kuun’r
or the City (TO, as appropriate, shall determ inc ho’ a particular matter for w llieh appro al
or decision has been requested will proceed.

8.2 Liaison with the City

a) for corporate governance matters requiring the .SVuweleohk’,-’s approval, as set out in this
.S’harehohk’r Direction or pursuant to the OB(-l. and for all other day—to—day matters with
respect to corporate governance, the designated City Liaison is the City lhenagei’.

1) I or financial matters req ti iring the Shcni’hohler’ s approval, as set out in Article 0 and Article
10, and for all other day—to—day financial matters, tile designated (‘it;’ Liaison is the City
(TO.

c) For program matters concerning the Corponztioe; ‘s operations. and for all other day-to-day
operational matters, the designated (‘i/i’ Liaison is the [‘i/v Chic,! Corporate 0/lIter.
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8.3 Matters Requiring Shareholder Approval under the OUCA

In accordance with the provisions of the OBC.1. the (‘orpora/fon shall not, and shall ensure that
each .Suh.s ic/nip v does not, without the approval oft he .S’hein’fiohk’r:

a) amend its articles or make, amend or repeal any by—law:

b) amalgamate (except br an amalgamation with one or more Subsidiaries), apply to continue
as a Bach’ Corporate under the Lou’ of anotherjurisdiction. merge. consolidate or reorganize.
or approve or effect any plan olarrangement. in each case whether stawtory or otherwise:

c) take or institute proceedings tbr any winding up, arrangement reorganization or dissolution;

d) create new classes of shares or reorganize. consolidate. subdivide or olherwise change its
outstanding securities:

c) sell or otherwise dispose o1 by conveyance, transfer, lease, sale and leasehack. or other
transaction, all or substantially all of’ its assets or undertaking:

0 change the auditor;

g) make any change to the number ofdireetors comprising the Board; or

Ii) enter into any transaction or take any action that requires kSiznrehoh/er approval pursuant to
the OBCJ.

8.4 By-Laws

S tibj eet to Lou’:

a) The Board may, by resolution, make, amend, or repeal any of its by—laws and the changes
take effect at such time as the Thuirti approves.

h) Where the Bonn! makes, amends or repeals a by—law. the Bonn! shall submit the by—law.
amendment or repeal to the ,Sion’hohlc’r as soon as possible and by no later than the next
(itt’ ( own’i! meeting, and the Slurrehohier may confirm, reject or amend the hy—las
amendment or repeal.

e) \\ here a lw—las is made, amended or repealed by the Binirci tinder Section 8.4 (a). the by
law, amendment or repeal is effect ive from the date 01’ the resolution of’ the Bat tic! until it is

confirmed, confirmed as amended or rejected by the Shczn’holder under Section 8.4 (h) or

until it ceases to he el’lCetive tinder Section 8.4 (d) and, shere the by—law is confirmed or

confirmed as amended, it continues in effect in the fbrm in which it sas so confirmed.

d) If a by—law or an amendment or repeal of a hy—las is rciected by the .S’Iuin’hoh/er. or if the
Board does not .submit the by —law, amendment or repeal to the Shan’hohlc’r as required tinder
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Section 8.4 (h). the by—law. amendment or repeal ceases to he efThetive on the date of such
reeetion or on the dale of’ the meeting of the Shareholder at which it should have been
submitted, as the ease may he. and no subsequent resolution ol (lie Board to make, amend or
repeal a by—law having substantially the same purpose or effect is elketive unlil it is
confirmed or eonhrmed as amended by’ the Shareholder.

8.5 Other Matters Requiring Shareholder Approval

a) Unless the Shareholder approves otherwise, the Corpora/ion shall ensure that (lie
Distribution CoiIzptIIII’ does not:

(i ) provide any financial assistance, hether by loan, guarantee or otherwise, to any Person
oilier than in accordance with this Si arehohier Du’ee/w,;:

(ii) create tiny’ Lien on its assets other than:

(I) an’ Lh’,z in favour of the .Si’arehohler;

(2) Liens securing purchase money obligations, trade debts or other liabilities incurred
in the ordinary course of business (other than in relation to the horros ing of’ money)
ii’ the aggregate principal amount of such obligations does not exceed $10,000,000
at any time;

(3) Liens securing credit theilities created or incurred lhr the purpose of providing
operating financing 11w day—to—day working capital requirements of the Dis/rthuthni
Conipanv it’ the aggregate principal amount of such credit facilities does not exceed
S 100.000.000 at any time: or

(4) Lie,Lc held by an Goie,’,,n,c’,ual ,I tuhorily that have not at the time been filed or
registered against the title to the Distribution Coinpcun”s assets or served upon the
Distrif’,uio,, (‘onipain’ pursuant to Lair or that relate to obligations of the
DLs’u’ihutio,, C’ompcu;v that are not due or delinquent:

I,) unless (lie Siu,reI;ohler approves otherwise, the (‘oipordilion shall not, and shall ensure that
the S’ubsidiaries do nol:

(i) provide any financial assistance, whether by loan, guarantee or other ise, to any
director or o licer of’ the ( ‘oipora/ioi? or of’ any Subsidhin’ or ;fs,s’oeut/e:

(ii) invest Rinds in publicly—traded securities other than government debt, Canadian
chartered hank or Canadian corporate securities rated less than AIR—I (low) (or its
equivalent) by Standard & Poor’s. Dominion Bond Rating Service Limited* or
Moody’s:

(iii) acquire any’ interest in the distribution system. undertaking or securities of a distributor
(as defined in the Elec’triefiv ic’t. I 99) operating outside of the municipal boundaries
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ol tilL’ SIklt’(’hOltk?’ other than in accordance with Section 8.6 of this Sizare/tolder
Direction: and

(iv) subject to Section 8.5, enter into any agreement, commitment or investment that
provides recourse to the assets of the Corporation or the DLs’tribution Company in
favour of any third party in such assets:

c) unless the Shareholder approves otherwise the Corporation shall not, and shall ensure that
the Distribut/on (‘ompcun’ does not:

(i) provide any linancial assistance, whether by loan, guarantee or otherwise, to or make
any investments, whether by loan, equity or otherwise, in any Subsrduu’ other than the
Distribution Cwnpcmv. other than:

(I) trade payables incurred in the ordinary course of business on customary terms;

(2) that portion of any investment in any 5thsidian’ attributable to the value of the
assets, property and undertaking ol the business of the Distribution Coznpcun
transferred by the Distribution Conipism’ to the Subsh/iarv;

(3) financial assistance to a Subsuluny provided to replace financial assistance
provided to the Distribution Company in respect of’ a business of the Distribution
Cmnpanv transferred by the Distribution Company to the Silshlkny; and

(4) in accordance v ith this Shareholder Direction:

unless, alter giving effect to the investment or financial assistance, the aggregate amount
of’ all investments in and financial assistance to such Sithshlian’es does not exceed 12% of’
Shan’hohler’ s equity in the Distribution Lozizjuuiu as sho a on its most recent l’nuuuud
.Vtcueuu’nts, and unless the investment or linancial assistance is included in the Business
I’lan; provided that, in the case of’ the Distribution Comptnnc the Distribution C ozuiczin’
does not contravene the l ililiate I?elatio,ivhips ( nle.

For greater certainty, in this Section 8.5, the term “financial assistance” does not include
remuneration paid in the normal course of business to directors. officers or empIoees. including
honoraria, wages, salaries or bonuses, or any reimbursement fur expenses arising from such
I’erso,, s duties.

8.6 Acquisition of Distributor under Certain Conditions

The Coiporcition is authorized, and slumi I authorize the Di.ctr/bution C ‘ompain’, to acquire any

interest in the distribution system. undertaking or securities of’ a distributor (as defined in the
Llcc’trh’iiy Ic’t, 199K) operating outside ol the municipal boundaries ol the Slucreho/cler, provided
that:
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a) tie Lorporalioii or the Dbtribution Conpcitn’. as the case may be, has determined that the

proposed acquisition presents a reasonable opportunity to create additional wine in Toronto

hydra (br the Shurelu’ider;

b) the Shurehohter’s dividend will not be adversely affected by the proposed acquisition, either

in the immediate or long term;

e) there is no dilution of’ the ES lun c/ia/dc; s shareholding in the Ccnporation;

d) lilt is necessary to place Liers on any assets of the Distribution Conzpunv to elThet the

acquisition. the Liens are placed on the assets or securities of the distributor being acquired;

e) the C’rn7nnvtion provides the Shareholder ith a quarterly update on its acquisition activity

and the acquisition activity of the Distribution Company, indicating the bids that have been

submitted, commentary on successful bids and commentary on unsueeessliil bids indicating

any underlying reasons (or the lack of success; and

I) where an acquisition has been successfUl, the Corporation reports to the Sluireho/der at the

next meeting of C/tv Gaunt/i Lifter the acquisition with particulars of the acquisition.

including financing infbrmation which details how each of the conditions set out iii

Subsections 8.6 (a), (h), (e) and (d) have been satisfied.

8.7 Provision of Financial Assistance

Despite Section 8.5,

a) the Corporation is authorized to provide financial assistance to the Subsidiaries by

guarantees, letters of’ credit, direct loans or otherwise. for the purposes of enablinu them to

carry on their business, including in the case of the Distribution C ‘ompuin. lbr the purposes

of satisR ing the prudential requirements of the Independent Flcctricity S stem Operator (or

its successor) which torn part of the market rules to ensure the uninterrupted supply and

payment of electricity.

h) subject to the terms and conditions of the Afihliate Rehitionchips Guile, the Ginporatkin shall

authorize the Distnbntmn Conquun’ to provide financial assistance to other Subsh/ku’ies by

guarantees, letters of credit. direct loans or otherwise fbr the purposes of enabling them to

carry on their business,

provided that stick financial assistance docs not exceed an aggregate amount of $500 million. For

the purposes of this Section 8.7 only. except in the case of the Distribution Company.

‘‘Siibsh/ic,n’ means a wholly—ms ned .S’uhsklia;y of the C’oiponuioii.
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ARTICLE 9
REPORTING

9.1 Business Plan

Not later than the end of each fiscal year, the Botirui will approve and the Chair shall submit to
the Cliv (TO a business plan for the next three (3) Fiscal years (the “Business iVan”). The
ThLness Plan will he prepared on a consistent basis with the Business IVan then in efThet. The
Corporation vil I carry on its business and operations in accordance with the Business l’la,i
which iIl include, in respect ol’the period covered by such Business l’lan.

a) the strategic direction, key objectives, priorities and business initiatives that the Corporation
proposes to undertake;

h) the metrics (hr monitoring the accomplishments and financial perthrmancc of the
Cwponitiuni in the previous Fiscal year, including the ( orporatlon ‘s liquidity and debt
coverage, and the Gnporation’s then current return on equity;

c) an operating and capital expenditure budget (hr the Corporation and each of the Subsidiaries
for the next Fiscal year and corresponding operating and capital expenditure projections lhr
each fiscal year thereafter, including the anticipated resources ncccssar\ to implement the
Business PAin:

d) thc projected annual revenues and profits (hr each fiscal year lhr the (_‘oiporation and each of
the Subsidiaries;

c) projected di idend pa ments to the Shuirehohler;

I) an acquisition budLet setting forth the nature and ty pe ol capital cx penditures proposed to be
made by the Corporation and its Subshlluu’ies in the Ihllowing liscal year, supported by
explanations. notes and information upon which the budget was based:

g) energy conservation programmes and environmental plans, including the level of’
commitment to renewable energy and co—generation;

Ii) any material varianccs in the proicclcd ability ol’ any business activity to meet or continue to
meet the financial objectives of’ the Siun’ebob/er as set out in this Sluorholuler Direction or as
Directed In’ Council from time to t i me;

i) any material variances From the Business Plan then in clkct: and

j) any such additional infhrmation as the City (‘P0 may request of’ the (‘built’ in writing from
time to time.
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9.2 Quarterly Reports

Within 60 days aCer the end oleach fiscal quarter, the Board will approve (on a consistent basis
with the previous liscal quarter) and the Chair shall submit to the CUr CEO a quarterly report.

The quarterly report will include, in respect oltlw immediately preceding fiscal quarter:

a) quarterly Financial State,ne,its;

b) such explanations. notes and information as is required to explain and account for any
variances between the actual results from operations and the budgeted amounts set forth in

the current Business Phui. including an’ material variances in the projected ability of any’
business activity to meet or continue to meet the financial objectives of the Shareholder;

c) in formation that is likely to materially affect the Shareholder’s financial objectives or the

C/i1’ of Toronto’s energy policies applicable to the Corporation, as Directed by Council from
time to time;

d) information that is likely to materially affect customers’ perceptions or opinions regarding

Toronto IJiclro:

e) information regarding any matter, occurrence or other event which is a material breach or

viol at ion o C any Lmi’; and

I) any such additional in formation as the (‘fly CEO may request of the Chair in writing from
time to time.

9.3 Access to Records

a) Subject to Lair. the Sharehoh Icr may at any ti me duly appoint, in its discretion, any staT of

the (‘i/i’ o/’i’oronto as one or more (iti’ Authorized Representatives iii addition to the
currently appointed A mU/or General, (‘fly Manager, C/tv C’l”() and City (‘hie/’ (‘orporcite

0//her.

h) The Corporation shall provide any (‘i/v Authonzecl Representative with access to the books

and records of the Corporation and its Subshlicu’kv during normal business hours as Directed

hi’ C omnic’d.

c) The access by the City Authorized Representative to the C ‘orpomation ‘s books and rec rds is

I im ted to situations where the (‘i/v A uthorced Reprc’seina/he has heen speci heal ly
appointed by City Council to gain access to the Corporation c books and records 11w a
specific purpose or project and here the Cl/i’ Authorized Representative has not been able to

obtain the necessary in formation through the Shareholder Direction reporting mechanisms.

through inquiries to senior management of the Corporation. or through a request 1mm Cliv

C ‘01/1k/Ito the (‘hi mir ofthe C’wnponition.
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d) 11w C/li’ Au/honzccl Reprc.ccntarivc shall treat all information of Tonni/o Jlithv with the
same level of care and confidentiality as any conFidential information of the Sluireholckr and
shall be deemed to be subject to, and shall at all times comply with all Lou’ with respect to
such inlormation.

9.4 Audit of Financial Statements

The Coiporailon ‘s consol dated Financial Sla/encn!s and the luzaiwud S’la/c,nen/s ot’ all active
Subsidiaries will be audited.

9.5 Internal Audit

The Corpora/ion shall have an internal auditor who is independent of management and reports
d rcctly to the Board or a committee of the Board and who has the authority to undertake
Financial and perlbrmance audits, as may be requested by the Board or corn in ittee of the Roan!
from time to time, and make recommendations to the Board or committee of the Board, as
applicable, concerning all departments, ollices, activities and programs of the Corpora/ion.

9.6 Accounting

Subject to Lair, the Corpora/ion vi II. in consultation with its external audio w. adopt and use
such accounting policies and procedures which may he approved by the Roan! 1mm time to time.

9.7 Annual Financial Statements

The Roan! will deliver to the City Manager and the (‘in’ CEO, as soon as practicable and in any
event within three (3) months idler the end of each fiscal year, the annual audited consolidated
Fjruincjtd S’/a/etzie,zts of the Corpora/ion and its active Subsjdjar/cc, and in liwmation concerning
its Subchlh,riec, equity interests and joint ventures as Dove/cd by Council, for consideration by
he Sluircbo h/er.

9.$ Annual Report

Together is ith the annual audited consolidated bnianejal ,S’hflemen/s noted in Section 9.7 above.
[lie Board will deliver to the City Executive Committee through the C//y lfanager ‘s office and
the C//v (‘EQ an annual report outlining:

a) the ( ‘orpora/jon’s accomplishments dun ng thc fiscal ‘ear along with explanations. notes and
in formation required to explai ii and account for any variances hetis een the ( ‘orpora/ton 5

actual results and the Business I’lan in effect for the year;

h) the progress made. using quantiFiable perliwmance data, towards accomplishing the
principles set thrth in Section 2.2.2 d):

e) the Lrecuin’e Competisation Infornuition. as permitted by Lair, which the SI arehok/er agrees
it will receive and use in accordance with all Lair including all applicable privacy law:
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d) a copy of the Corpora!ion ‘s Annual information Form; and

e) an annual report detailing tIe total remuneration and expenses paid by the Corporation br
each member of the Board.

ARTICLE 10
FINANCIAL PERFORMANCE

10.1 Financial Performance

The Board will use its best elThrts to ensure that Toronto ilydro meets the financial performance
standards set out in this Article 10.

10.2 Credit Rating

The Corporation shall obtain and maintain, and, if necessary for financing purposes. shall cause
the Distribution Compam’ to obtain and maintain, a rating of A— or higher (or its equivalent
rating. depending on the credit rating agency) on its senior debt securities, as rated by two (2)
accredited credit rating agencies in Ontario (hich credit rating agencies include Standard &
l’oors. DI3RS and Mood3 Cs).

10.3 Debt Financing

The Coipora!hnz shall optimize. and. if necessary 11w financing ptirposes. shall cause its
,Si,hsubaru’s to optimize, its debt financing in accordance with the pro’isions ol’ this .S’harehohler
Dwi’ Itoh.

10.4 Dividend Policy

Subject to any restrictions i m posed by Lou’ and di is Sharehoic icr Direcuon, the Board of the
Corporation shall declare aggregate dividends with respect to each fiscal year in the amount ol:

a) 50% ot the Corporation’s prior fiscal year’s annual consolidated net income.

b) with a minimum annual amount of $25 million, payable to the SVunrI,ohler in equal
instalments of $6.25 million payable on the last day’ of each fiscal ii mater of the year (March
31. June 30, September30 and December 31), and

c) with the balance of the annual di idend. ii any, payable within ten (10) days from the date of
approval b the Board of the Corporation s annual audited consolidated Hnwuial
Statements.
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11.1 Amendments

This Shan’holder Direct ion may be amended solely at the discretion of the Shareholder. The
Shareholder, if possible, will provide prior written notice to [lie Board of any proposed
amendments to this Shareholder Direction.

DATED at Toronto as of Ellis 2jst day of May, 2013.

CITY OF TORONTO

Approved as to Form

Anna Kinastowski
Cm’ Solicitor

Authorized by Clause 14 of Policy and H mince C )mmittee Report No. I 3.
its meeting on October I. 2 and 3. 2002. as amended by:

• Clause 24 of Policy and Finance (‘omm iltee Report
on September 28. 29. 30 and October I. 2004;

• Clause 7 of Policy and Finance Committee Report
of May 23,24 and 25, 2006;

• Clause 7 of Policy and Finance Committee Report
on .1 tine 27. 2X and 29. 2006;

• I xecutive Committee Item I I 2.3 as amended and
October22 and 23. 2007, and

• Authorized by Fxccutive Committee Item lX 31.7, as
meeting on May 7.8, I) and 10, 2013.

ARTICLE 11
AMENDMENTS

(__,J/seph P. Pennachctti

City Manager

Mt
Yfrum Watkiss

City Clerk

adopted by Council at

iSo. 7. adopted by Council at its meeting

No. 4, adopted by Council at its meeting

.#- 5
N/ adopteby Council at its meeting

adopted by Council at its niccti ng on

amended and adopted by’ Council at its
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APPENDIX A

Ontario En erg;’ Board Act. 1998 — Permitted Activities

Note: The following extract is being provided as ;tii appendix to this Shareholder Direc/ion

for reference purposes only and the reader is cautioned to review the Ontario Energy Board

tIc!, 1998 and its regulations for any updates or revisions, from time to time.

a) Restriction on business activity

71. (I) Subject to subsection 70 (9) and subsection (2) of this section. a transmitter or
distributor shall not, except through one or more affiliates, carry on any business activity other
than transmitting or distributing electricity. 2004. c. 23. Sched. 13. s. 12.

Exception
(2) Subject to section XO and such rules as may be prescribed by the regulations, a

transmitter or distributor may provide services in accordance with section 29.1 ol the [Jn.tridfiv
Act, 1998 that would assist the Government of Ontario iii achieving its goals in electricity
conservation, including services related to,

(a) the promotion of’electricity conservation and the efficient use olelectricity:
(1) electricity load management; or
(c) the promotion of cleaner energy sources, including alternative energy sources and

renewable energy sources. 2004. c. 23, Sched. II. s. 12.

Exception
(3) Despite subsection (I), a distributor may own and operate,

(a) a renewable energy generation Iheility that does not exceed 10 megawatts or such
other capacity as may he prescribed by regulation and that meets any criteria that
may he prescribed by the regulations;

(b) a generation thci hEy that uses technology that produces power and thermal energy
from a single source and that meets any criteria that may be prescribed by the
regulations; or

(c) a lhcility that is an energy storage hhcility and that meets any criteria that nay be
prescribed by the regulalions. 2009. c. 12, Sehed. 1). s. II; 201 I, c. I, Sched. 4, s. I.

b) Municipally-owned distributors

73. (I) Ii one or more municipal corporations o n. directly or indirectl . voting securities
carr\ ing more than 50 per cent ol the voting rights attached to all votinu securities of’ a
corporation that is a distributor, the distributor’s alli I iates shall not carry on any business activity
other than the IN lo ing;

transmitting or distributing electricity.
2. Owning or operating a generation Iheility that ws transferred to the distributor

pursuant to Part Xl of’ the Elccith’iiv Ad, 1998 or for ‘s hich the approval of the
Board was obtained t;nder section 82 or for which the Board did not isstie a notice ol
review in accordance with section 80.

3. Retai Ii ng electricity.
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4. Distributing or retailing gas or any other energy product which is carried through pipes
or wires to the user.

5. Business activities that develop or enhance the ability of the distributor or any of its
a Ililiates to carry on any of the activities described in paragraph I, 3 or 4.

6. Business activities the principal purpose of which is to use more effectively the assets
of the distributor or an amliate of the distributor, including providing meter
installation and reading services, providing billing services and carrying on activities
authorized under section 42 of the EleciriciiyAct. 1998.

7. Managing or operating, on behalf of a municipal corporation which owns shares in the
distributor, the provision of a public utility as defined in section I of the Public

Utilities Act or sewage services.
8. Renting or selling hot water heaters.
9. Providing services related to the promotion of energy conservation, energy efficiency,

load management or the use of cleaner energy sources, including alternative and
renewable energy sources.

Limitation
(2) In acting tinder paragraph 7 of subsection (I). the distributors affiliate shall not own or

lease any works, pipes or other machinery or equipment used in the manulhcture, processing or
distribution ofa public utility or in the provision of sewage services.

Municipal corporation
(3) Subsection (I) does not restrict the activities of a municipal corporation.
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APPENDIX B

Affiliate Relationships Code— Independent Directors

Note: The Ibliowing extract of the Affiliate Relationships Code is being provided as an
appendix to this Shareholder Direction for reference purposes oniy and the reader is
cautioned to review the Affiliate Relationships Code and its regulations for any updates or
revisions, from time to time.

2. I .2 A utility shall ensure I hat at least one—third of its Board of Di reclors is independent from any
afliliaLe.



AMENDMENT TO
THE AMENDED AND RESTATED

SHAREHOLDER DIRECTION
RELATING TO

TORONTO HYDRO CORPORATION

WHEREAS the City of Toronto has issued an Amended and Restated Shareholder Direction
Relating to Toronto Hydro Corporation dated July 1, 1999 as amended and restated as of
October 3, 2002, as further amended as of October 1, 2004, as thither amended and restated as of
June 27, 2006; as finther amended and restated as of October 23, 2007; and as further amended
and restated as of May 7, 8,9 and 10, 2013;

AND WHEREAS pursuant to section 11.1 thereof the Shareholder Direction may be amended
solely at the discretion of the Shareholder;

AND WHEREAS at its meeting of May 24,25 and 26, 2017 Ciw of Toronto Council authorized
the within amendment to the dividend policy contained in the Shareholder Direction;

NOW THEREFORE THE SHAREHOLDER DIRECTION IS HEREBY AMENDED AND
WITNESSES AS FOLLOWS:

1. Amendment to Dividend Policy

Effective as of the date hereof, section 10.4 shall be deleted and replaced by the following:

10.4 Dividend Policy

Subject to any restrictions imposed by Law and this Shareholder Direction, the Board of the
Corporation shall declare the following dividends:

a) in calendar year 2017, an aggregate amount ofS75 million, consisting of:

i) equal quarterly instalments of $6.25 million payable by the Corporation on
March 31, 2017, June 30, 2017 and

ii) the remainder of the dividend payable in a single instalment within ten (10) days
of full receipt by the Corporation of a $250 million equity subscription from the
Shareholder, as approved by City Council at its meeting of
December 13, 14, 15, 2016, Item EX 25.8.

b) Commencing in 2018, and continuing for subsequent fiscal years, 60% of the
Corporation’s immediately previous fiscal year’s annual Consolidated Net Income, to be
declared quarterly, and payable to the Shareholder in four (4) equal instalments on the
last business day of each fiscal quarter of the Corporation.

Where “Consolidated Net Income” means the Corporation’s consolidated net income after net
movements in regulatory balances set forth in the applicable Financial Statements determined in
accordance with the accounting policies and procedures adopted and used by the Corporation
from time to time.
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DATED at Toronto as of this 28” day of June, 2017.

CITY OF TORONTO

/
Roberto Rossini
Deputy City Manager & Chief Financial Officer

APPROVED AS TO FORM

For Wendy Walberg, City Solicitor

File # MAS.5aaO-077-7634.2016

iuhi S. WatkiSS
City Clerk

Ulli Watkiss
City Clerk City Clerk

\\/
Authorized by Executive Committee ltem\
EX25.8 as amended and adopted by City of
Toronto Council at its Meeting on May 24, 25
and 26, 2017.

City Clerk


