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The purpose of this report is to have Consol Asset review, in practical terms, the benefits and successes that Collus PowerStream has been able to
experience since its strategic partnership with PowerStream in July 2012. In addition to the omnipresent requirement of achieving cost savings associated as
a benchmark for any partnership, the success of the Collus PowerStream strategic partnership gravitates to far more compelling benefits that focus on
serving the increasing demands of its customers, providing the tools and job security to further engage its employees, leveraging the latest in technology
advancements to support the changing industry and ensure the long-term operational and financial stability of Collus PowerStream as it supports the people
of Collingwood, Stayner, Thornbury and Creemore.

The industry continues to debate and challenge the current status quo of electricity distribution through the local distribution companies (LDCs) as
evidenced by the Ministry of Energy forming the Distribution Sector Review Panel in April 2012 and the Panel’s subsequent report Renewing Ontario’s
Electricity Distribution Sector: Putting the Consumer First. As consumers have now travelled the continuum from being a passive bill payer to now becoming
engaged, demanding partners with their energy supplier, the time has come whereby LDCs have to make choices which will impact they way they operate
in the future. From finding new, innovative ways to finance asset and infrastructure needs, to understanding how the technology is creating the LDC 2.0
where the lines are blurred between a traditional utility and a progressive, technology-enabled firm that manages the envious “last mile,” and “first mile” in
the case of distributed generation solutions, with each of its customers.

We define the LDC Collaboration Matrix to segment various options that LDCs have to think about as they determine their own pathways into the future. In
order to address some misconceptions and lack of understanding regarding the specifics of the strategic partnership transaction between Collus and
PowerStream, a ‘Myth versus Fact’ sheet has been included to provide answers to some of the frequent comments that have been heard from the various
people—internal and external—that have participated in this project. An employee survey also provides highlights based on quantifying Collus employees’
sentiments pre-transaction juxtaposed against post-transaction. And the report also discusses the LDC Capital Spiral, which outlines competing and dividing
forces which pits the need for capital injection against the need to remove costs from the power system.

The structure of the report is to first provide some of the current challenges facing the LDCs in today’s changing market in Section 1- this is not necessarily
new; however it is shaped in such a way that it asks all LDCs very specific questions about their customers, its operations, the people, infrastructure
reinvestment, technology enablers and its financial stability for the future. Then, in Section 2 the report discusses some of the specifics of the actual
transaction between Collus and PowerStream in an attempt to provide full disclosure regarding the structure, the terms and the time required to close the
transactions. And in Section 3, we document nine (9) specific benefits and successes that Collus PowerStream has experienced as it relates to the challenges
represented in our Section 1. The format includes sixteen (16) case studies that illustrate how the Collus PowerStream strategic partnership has positively
impacted its ability to serve and provide value to its customers.






Drivers of Change Require New, Innovative
Collaboration Structures Going Forward

THE LDC EVOLUTION FROM “THEN” TO “NOW".......c.ccevereene
ATRIBUTE THEN.....
Business Model Simple, based on steadily increasing electricity sales typically from an

expanding asset base of centralized generation and traditional
delivery infrastructure.

Customer Passive. Relationship was simple — provide electricity and the
customer pays the bill each month.

Infrastructure Distribution systems were mechanical, binary and had been relatively
consistent decade to decade n relation to poles and wires
infrastructure. Distribution systems were augmented based on
population growth.

Technology Technology “facilitated” the LDCs’ objectives to provide reliable,
consistent and safe energy to the customer. Technology was
centralized, incremental and secondary.

Regulatory 320 LDCs existed n 1998 prior to Bill 35. The OEB then became
responsible for regulating prices and protecting the public. The OEFC,
ESA and IESO were also created. In 2004, the OPA was formed to
ensure an adequate supply of electricity and the Conservation
Bureau was also created. Numerous regulatory bodies providing
oversight for the remaining 73 LDCs in the Ontario market.

Access to Capital Restrictive. Municipalities were not permitted to invest in the utilities
they owned. And there were limitations on private investments in
LDCs based on punitive tax regulations.
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Complex, integrated energy services provider serving the increasing
demands of the engaged customer with an information-enabled
infrastructure in a distributed generation environment.

Customer is now engaged — no longer accepting the historical “just
pay the bill” mentality. Customers’ expectations will continue to
increase from information on demand, cost justifications, higher
degrees of control and personalized interaction channels.

Distribution systems are now fluid, intelligent and mobile to meet the
needs of the engaged customer. Risk-based processes/systems will
help LDCs replace “reactive” practices to develop comprehensive
replacement/growth infrastructure programs chalienged by limited
capital resources.

Technology is now disruptive. Being a ‘poles and wire’ company is
being replacing by becoming an information and communication
company. LDC 2.0 is here. Smart thermostat companies sell for $3.2
billion to the likes of Google. The “last mile” and “first mile”
connecting customers to the grid positions LDCs as a unique enabler
in creating new value propositions.

Recent legislative and policy initiatives have increased political and
regulatory uncertainty. Regulatory costs have also increased
substantially over the last decade even though the number of LDCs
have declined.

Still restrictive—changes have not occurred. New, innovative capital
programs have not been introduced to ensure that LDCs will be able
to continue to service customers’ ever-increasing demands.









Drivers of Change Require New, Innovative
Collaboration Structures Going Forward

3. OUR EMPLOYEES ARE KEY TO PROVIDING VALUE; DO WE GIVE THEM THE
RESOURCES THEY NEED TO BE EFFECTIVE?

As the electricity distribution industry focuses on priorities such as consolidation, economies of
scale, customer value statements and enabling technologies, it is possible that a key driver for the
utility’s success is sometimes overshadowed by such priorities — the utility’s employees that are
the front-line workers interfacing with approximately five million customers in Ontario. In this state
of constant flux, the LDC must ensure that there is a stable foundation of its employees from which
all the utility’s strategic goals and objectives can be effectively executed.

Each LDC must determine if it is providing the necessary resources to its employees so that the
employees remain engaged in their work and continue to provide value to the customer. LDCs will
need to be honest with their employees, communicate business strategy and objectives, be able to
demonstrate the “golden thread” that connects an employee’s day-to-day activities with the
future plans of the LDC to serve the customer, and provide a performance based measurement
system that encourages the behaviours that the LDC sees as key to driving future growth.

Does today’s LDC:
— Provide job security in an environment and market that is constantly undergoing change?

— Implement the necessary resources, tools and authorities so that the employee can be most
productive in his or her job?

— Create a culture whereby the employees think that they indeed provide value to the customer?

— Provide a workplace where the employee is able to manage stress and have a suitable work/life
balance?

— Leverage technology to increase productivity and output?

— Provide a workplace the instills confidence in their future and the future of the LDC?
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Drivers of Change Requires New, Innovative
Collaboration Structures Going Forward

4. THE REGULATORY LANDSCAPE IS CONSTANTLY IN FLUX

In 1998, there were approximately 320 LDCs in Ontario. Bill 35, the Energy Competition Act, was
passed in 1998. Significant consolidation resulted such that there are approximately 73LDCs today.
After market restructuring, the Ontario Energy Board (OEB) assumed oversight over the Ontario
electricity distribution sector. In this role, the OEB controls electricity rates and service standards,
and sets rules with respect to utility operations. Under the OEB’s current rate setting approach, LDCs
are required to submit a full Cost of Service Application every 3 to 5 years. This rebasing process
results in rates that cover allowed utility costs and that provide for a regulated return on a utility’s
invested capital or rate base. Between rebasing applications, the OEB adjusts an LDC'’s rates through
an annual indexing process. This indexing process takes into account general cost trends and changes
in financial market conditions, as well as deemed productivity increases. The OEB rate setting and
regulatory processes put significant pressure on all LDCs, but particularly smaller LDCs with limited
management resources.

The Province remains concerned about the continued operation of these 73 LDCs and believes that
without economies of scale this will result in additional costs. Many observers expect the Province to
take steps to encourage additional LDC consolidation thus creating a sense of urgency amongst LDCs
to do “something”.

The Province is also concerned that hard-to-service rural areas will be left out of voluntary
transactions. Hence, initiatives to encourage municipal consolidation may be tied to specific
measures to create a number of large, regional utilities. Compounding the complexity is the
customer who is constantly trying to manage their energy bill which have been rising at rates greater
than inflation as a result of several factors. These include:

— The introduction of the HST.

— Increases in transmission and distribution charges as a result of the need for repair
and renewal of electricity networks, implementation of Smart Meters, and general increases in
regulatory and other costs.

— The construction of new clean energy plants to supply additional capacity in parallel with the
phase-out of coal generation.

— The impact of OPA contracts for renewable power at above-market rates.

This has resulted in additional political sensitivity to power costs and may make future Provincial
policies somewhat uncertain and subject to change which creates a level of tension and perhaps
anxiety for today’s LDC.
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Drivers of Change Require New, Innovative
Collaboration Structures Going Forward oo am

5. TO PROVIDE CONSISTENT, RELIABLE, SAFE ENERGY CHALLENGES OUR ASSETS AND
INFRASTRUCTURE EVERYDAY !

Many, if not all, of the smaller LDCs are expected to have challenges meeting the public’s
expectations for new and more sophisticated services in the near future, while achieving higher
levels of efficiency in the process. Yet it is expected that the distribution sector will have to manage
billions of dollars in new investment in assets over the next decade just to keep its systems
operational, to say nothing of upgrading them to meet new challenges presented by the smart grid,
electric vehicles and distributed generation.

With increasing upward pressure on utility rates from necessary capital investments, utility
regulators and other stakeholders will be examining these investments much more closely than in
the past. This means LDCs must be prepared to provide strong evidence to demonstrate their
investment programs are well-conceived and can provide desirable results. The more a utility is able
to demonstrate to regulators and stakeholders that its infrastructure replacement programs are
based on the right balance of cost, risk and performance — essentially proving they are “getting the
most bang for the ratepayer buck” — the less debate there will be around the cost of these
investments in utility rate cases.

Electric distribution infrastructure across Ontario also faces challenges associated with extreme
weather events causing service disruption as recently experienced, population growth and shifts,
and capital limitations. Addressing these challenges requires significant time, experiences,
commitment and investment. In an era burdened with uncertainty, LDCs will need to plan, mobilize
and execute relevant and realistic business plans that marry with the future, sometimes conflicting,
demands of the engaged customer, the regulatory bodies, the community and its shareholders.

While recent large storm systems bring the issue of reliability to the forefront, other forms of
reliability improvements provide significant benefits for customers and the utility’s overall financial
performance. A risk-based infrastructure, or asset management, process and system will help utility
leaders focus on and make decisions to improve the riskiest assets and issues on their systems.

The challenge of improving asset management practices should not be underestimated. Many
utilities have benefited from the use of working with other LDCs to provide practical advice and
insight based on “real life” experiences related to embedding asset management into day-to-day
business and operational tasks; this is especially true for organizations that have limited resources.

1 Black & Veatch
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Drivers of Change Require New, Innovative
Collaboration Structures Going Forward oo am

6. CONSERVATION AND DEMAND MANAGEMENT (CDM) REQUIRES TIME, RESOURCES,
MEASUREMENT AND EFFECTIVENESS

Conservation and demand management (CDM) is a critical mechanism for reducing energy
consumption and maintaining system reliability. In addition, CDM is often referred to as the cheapest
source of energy for utilities. The Institute of Electric Efficiency (IEE), created by the Edison Electric
Institute in 2008, refers to the concept of CDM as the “first fuel” for the industry.

In addition to its advantage as the lowest-cost energy resource, CDM provides numerous benefits to
utilities and customers?:

— Lower energy bills, greater customer control and greater customer satisfaction;
— Modular and quick to deploy;

— Environmental benefits from reduced fuel consumption; and

— Economic development.

The benefits of CDM are clear, and hence the OEB and OPA have implemented the demand reduction
targets for the period ending 2014 which many LDCs will most likely be unable to satisfy. What
happens then — punitive penalties which will put further strain and burden on the LDC?

It is also important that customers receive proper education about CDM programs and their benefits.
This helps the utility achieve greater market penetration with its energy efficiency programs, and
helps customers understand potential cost savings and the impact to the environment. To pursue a
cost-effective CDM, utilities will need to allocate resources to:

— Recognize the value of energy efficiency;
— Actively seek out lessons learned and best practices from other LDCs;
— Advocate for appropriate policies to support CDM;

— Develop goals that are specific to an LDC’s local situation and circumstances, consistent
with results achieved by leading utility programs;

— Include CDM initiatives in asset, operations and financial plans.

1 The National Action Plan on Energy Efficiency (NAPEE)
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What Are the Options for LDCs to Pursue?
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THE DECISION-MAKING PROCESS FOR THE TOWN OF COLLINGWOOD AND COLLUS

In addition to the need to manage the continuing, and at times overwhelming, pace of change in
the LDC market in Ontario, a catalyst to assess strategic options for Collus first originated in a
Board retreat in 2009. To further the progressive thinking, was also a request from Collingwood
Mayor Sandra Cooper who, after taking office in December 2010, challenged all the Town’s
municipal departments to find new ways to be more efficient and reduce costs without having a
negative impact on the municipality’s services.

The Town of Collingwood engaged KPMG in February 2011 to do a complete evaluation of the
utility and examine possible options for the utility going forward. It quickly became evident that
the strategic partnership option was the best fit for the Town of Collingwood, especially with the
expected push for additional consolidation of Ontario’s distribution sector. Not only would the
strategic partnership option provide a cash payment that can be used for municipal purposes, the
Town of Collingwood would retain 50% ownership, there would be the potential to achieve
savings through synergies, future dividend payments and the additional oversight would help
reduce the risks for the municipality to be involved in the electricity distribution business.

InJune 2011, the Town of Collingwood Council gave its approval to further pursue the strategic
partnership option and a nine person task team consisting of representatives from the
municipality and the utility was formed to develop a process and issue a request for proposal
(RFP) which outlined the key contributions required of a strategic partner, including:

* Aninvestment of up to 50% in Collus Power shares

* Provision of strategic and specialized resources to Collus Power through Service Agreements

* Support in growing the Collus Power business, both organically and through acquisition

¢ Continued and enhanced support for the interests of the communities we serve and the
utility’s employees

* Continued and substantial presence in the communities served by Collus

¢ Continued focus on maintaining and enhancing the competitive distribution rate and cost
structure of Collus
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What Are the Options for LDCs to Pursue?
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OWNERSHIP STRUCTURE POST-TRANSACTION

On March 6, 2012, Collingwood and PowerStream signed a Share Purchase Agreement in which PowerStream agreed to purchase and Collingwood agreed

to sell 50% of the common shares of Collingwood Utility for cash consideration. Collingwood Utility is a non-regulated holding company and owns 100% of
Collus Power, which holds Electricity Distribution Licence ED-2002-0518.

Following the transaction, Collingwood and PowerStream each appointed 50% of the Board of Directors of Collingwood Utility and the Chair does not
possess a second vote in the event of a tie. As such, neither PowerStream nor Collingwood will have control over Collus PowerStream.

¢
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Collus Power and PowerStream Inc. continue to operate as individual corporations under the current distribution licences. Since Collus PowerStream
and PowerStream remain as two separate entities, there is no need for a rate harmonization process. The transaction was cost neutral for the
customers of Collus Power Stream and there was no change in the distribution rates resulting from the transaction.







(0485476

What Are the Options for LDCs to Pursue?

I | Sh":
S—

MYTHS AND FACTS ABOUT THE COLLUS POWERSTREAM STRATEGIC PARTNERSHIP

As the process unfolded to complete this Review of the strategic partnership between Collus PowerStream and PowerStream, external stakeholders were commenting
that there are misconceptions in the industry in terms of the actual deal structure, operational processes, shared systems, governance protocols, employee
consequences and collaboration attempts. Below is a simple “Myth and Fact” chart to provide some clarity and guidance to the LDC community.

MYTH

“It is just another merger.”

PowerStream controls Collus PowerStream and
major decisions are made in Vaughan.

Collus PowerStream is no longer a “small” LDC
serving the needs of the local customer,
community and its employees.

Collus PowerStream employees are really
employees of PowerStream.

The relationship between Collus PowerStream
and PowerStream is just a shared services
arrangement.

Collus PowerStream has now lost its roots in
the community.

The needs of the Collus PowerStream
customers are being commingled with the
needs of the PowerStream customer and are
no longer locally focused.

Collus PowerStream information systems are
run on PowerStream systems and no longer
have control.

The cash proceeds from the sale of 50% of the
Collus shares to PowerStream were
encumbered and “had strings attached.”

10. The details of the transaction have not been

fully disclosed and communicated.

FACT

PowerStream acquired 50% of the shares of Coilus from the Town of Collingwood in exchange for cash proceeds that benefited the municipality
directly. Subsequent to the July 2012 transaction, Collus and PowerStream each operate separate and distinct businesses, each with its own licence
and rate base. Operations, finances, employees and governance were not unified nor commingled into one combined legal entity.

Coliingwood and PowerStream each appointed 50% of the Board of Directors and the Chair does not possess a second vote in the event of a tie. As
such, neither PowerStream nor Collingwood have voting control over Collus PowerStream.

|

Collus PowerStream still remains a “small” LDC providing service to its population of 16,000 customers from its office on 43 Stewart Drive in
Collingwood with the same employee base that it had prior to the strategic partnership transaction. In fact, being partnered with PowerStream now
provides Collus a unigue perspective when sharing experiences with other “small” LDCs.

Collus PowerStream employees are still employees of Collus PowerStream and are managed by the Collus IPowerStream eadership team.

As part of the strategic partnership there is indeed a master shared service agreement (MSSA} that continues to evolve as the needs of Collus are
addressed by the capacity and capabilities of PowerStream. Nevertheless, the MSSA is only one component of the strategic partnership.

Collus PowerStream continues to be active in the community and has never lost the rich heritage that the utility has built since the early 1860s
when the Town’s first streetlights were illuminating Hurontario Street’s plank walkways. In fact, the cash proceeds from the strategic partnership
transaction was able to fund capital projects o further ehnance the connections and relationships amongst the people of the community it serves.

The needs of the Collus PowerStream customer are served directly by the employees of Collus PowerStream.

Collus PowerStream still controls all of its information systems, data and technology and now has the bench strength of experts at PowerStream to
assist when required.

There was absolutely no encumbrances on the cash proceeds paid for by PowerStream to acquire 50% of the shares of Collus from the Town of
Collingwood.

Details of the Collus PowerStream transaction have been provided to the OEB and passed through all the regulatory gates in order to be approved.
Nonetheless, Collus PowerStream agrees that it should have executed a more effective and comprehensive communication strategy to all
stakeholders, including the other LDCs in the market.
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Benefits and Successes of the Strategic Partnership

I T | Sh":
S—

As part of our RFP process, a key criteria was to ensure that our partner has a shared vision with respect to delivering value to customers, the
engagement of its people and the importance of their career development, the emphasis to encourage and promote innovation in everything that we
do and truly be a world class organization delivering excellence everyday throughout the organization, the communities being served and to our
shareholders.

Together, we will grow, maximize opportunities and exceed

customers’ and shareholders’ expectations We will be a socially responsible company, committed to the

environment and sustainable growth, leading the way into the
future with boldness, innovation and industry best-in-class
performance

Our business provides people with the energy for success, and with

the necessities of life To deliver reliable power and related services safely and efficiently
to support our customers’ quality of life and to provide value to our
shareholders and the communities we serve.

We value the entrepreneurial spirit to responsibly and decisively

challenge the conventional Respect, Teamwork, Performance, Accountability, Initiative

The similarities of each partner’s Vision, Mission and Values provided a clear roadmap that each partner will contribute complimentary goals,
objectives and underlying values to serve as a platform to transition both entities into the strategic partnership. Without the sharing of a
complimentary platform, any business combination will be prone to have challenges that perhaps cannot be overcome since the attributes to
effectively manage the business are differing or even competing. With the case of Collus PowerStream and PowerStream, the complimentary
Vision, Mission and Values provided a concrete foundation from which to engage the transition, develop a framework for a successful long-term
partnership and provide the resources to implement its complementary business plans.
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As explained in the EDA’s report, The Power to Deliver, in response to the Distribution Sector Review Panel recommendations, the efficiency of a distribution
utility and industry structure is affected by the scale of its operations. Generally, one would expect larger distribution utilities to be more efficient, that is, until
the utility has achieved sufficient size.! The size of PowerStream makes it the 3 largest LDC in Ontario and, through its innovation, growth and experiences, it
has become a world class company that has indeed thrived on achieving efficiencies due to its scale and constant focus on innovation. Note that such a
statement is not just focused on efficiencies as it pertains to cost reduction but also the ability to improve upon quality of service, enhancing the customer
experience, building employee satisfaction and engagement, reliability of electricity delivery, improvements in health and safety, advances in enabling
technologies and community support.

Since the strategic partnership, Collus has been able to leverage the benefits of PowerStream’s size and
scale in several key areas of the business; specifically:

— Case Study A: Control Room and After-Hours Dispatch

— Case Study B: Health and Safety Support

— Case Study C: Conservation and Demand Management (CDM) Program Delivery

— Case Study D: Regulatory Support

— Case Study E: Conversion to International Financial Reporting Standards (IFRS) Support
— Case Study F: Human Resource Process and Policy Support

In each of the above areas, the Collus team has been able to connect with a counterparty at
PowerStream, get their undivided attention to listen to a particular circumstance and be able to dialogue
to develop a practical and efficient solution that can be immediately implemented at Collus. Sometimes,
it can be a simple phone call asking for the contact info for a supplier that provides fire retardant clothing
to PowerStream, or at other times it can be a more robust request to help plan and implement a
peaksaver PLUS marketing campaign in order to achieve the required provincial requirements. [n effect,
the relationship has allowed Collus to benefit from an experienced, knowledgeable workforce of 555
dedicated, engaged PowerStream employees.

1 The Power to_Deliver, Options for the Future of Electricity Distribution in Ontario, Electricity Distributors Association
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CHALLENGE

Collus PowerStream had applied to the OEB to have its rates rebased in 2013. During the time of assembling the
Cost of Services application in 2012, Collus PowerStream experienced management changeover and a new CFO
was appointed. Considering that there was no longer any management continuity in preparing the Cost of Services
application to date, Collus PowerStream needed support to finalize the application efficiently and properly.

SOLUTION
Collus PowerStream approached PowerStream in late 2012 for regulatory support services in need for its 2013
Cost of Services application process on a time and material basis.

BENEFITS AND SUCCESSES

PowerStream provided various services to Collus PowerStream including the invaluable assistance of
PowerStream’s Rate & Applications department, in order to complete the 2013 Cost of Services application and
subsequent filing for the Board’s Incentive Regulation Mechanism {IRM). Specifically,

2013 Cost of Service Application IRM Application

—  Develop EDR Model —  IRM model update and testing

— Cost allocation model support — Review deferral variance accounts

— Develop depreciation schedule - Update retail transmission service rate model
—  Develop fixed asset schedule —  ITMfiling preparation support

- Prepare, review and modify filing evidence as required
— Prepare and review Interrogatory responses

—  Support technical conference

—  Support settlement conference

The PowerStream time and resources used to facilitate the successful completion of the 2013 Cost of Services
Application and the IRM Application was billed to Collus PowerStream at a surprisingly low amount of $37,000.
Based on management’s estimates, typical billings for the project completed by PowerStream would he
approximately $150,000, which was an incredible cost saving, as well as knowing that the deliverables were
properly completed by the well-established team of regulatory professionals at PowerStream.
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Benefits and Successes of the Strategic Partnership
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CASE STUDY G: COLLUS POWERSTREAM TO LEVERAGE POWERSTREAM’S LEADING FOCUS ON EMPLOYEE ENGAGEMENT AND SATISFACTION

Named “Achievers 50 Most Engaged Workplaces™ in Canada” for second
consecutive year

PowerStream was named today as one of the Achievers 50 Most Engaged
Workplaces in Canada” for 2013, marking the second consecutive year
the company has earned this honour. The award recognizes top
employers that display leadership and innovation in engaging their
workplaces.

A panel of judges selected PowerStream for the award through an
evaluation process in which applicants were considered based on
Achievers’ Eight Elements of Employee Engagement™. These Eight
Elements include: leadership, communication, culture, rewards and
recognition, professional and personal growth, accountability and
performance, vision and values, and corporate social responsibility.

The electric utility which serves customers in communities located
immediately north of Toronto and in Central Ontario, will be honored
alongside other recipients of the Achievers 50 Most Engaged
Workplaces™ Award at an awards gala to be held on March 6, 2014 at the
Hilton in Toronto, Ontario.

Energy company recognized for its outstanding employee engagement
and satisfaction

For the third consecutive year, PowerStream has been named one of
Greater Toronto’s Top Employers, and once again has joined several other
organizations located within the Greater Toronto Area recognized for
their performance and outstanding initiatives that support employee
engagement and satisfaction.

PowerStream, a community-owned energy company, is committed to the
ongoing development of its employees and offers a variety of in-house
training courses and apprenticeship opportunities, as well as subsidies for
tuition and professional accreditations.

The company also has in place several other programs that benefit
employees including vanpool/carpool commuting, wellness initiatives,
fitness club membership reimbursement, a subsidized onsite cafeteria,
flexible work hours, extensive health benefits as well as a unique “Power
Perks” discount purchase program of goods and services offered by local
businesses.
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As with all strategic business combinations, there needs to be a strong awareness that the transaction needs to ensure that the baseline value provided to
customers is not impacted negatively. This was the case with Collus PowerStream as well. “Putting the Customer First” was how the Distribution Sector
Review Panel positioned its report to comment on the challenges to restructure the Ontario electricity distribution market. Meeting customers’” demands
to turn these challenges into opportunities requires the transformation of the traditional electric utility business model. Delivering safe and reliable
electricity will always form the cornerstone of what we do, but the modern utility must expand its vision and adapt to changing circumstances in order for
our employees to provide energy sustainably for our customers, communities and shareholders.

To illustrate the impact of the strategic partnership to the Collus PowerStream customer we will investigate:

Case StudyH - Customer satisfaction results that creates a baseline of achievement from a Collus 2010 survey, and
Case Study | - Examples of real life scenarios whereby PowerStream is also focusing key initiatives to create customer value.

The energy industry, like most others, will continue to experience an evolution in customer expectations, from information on demand to high degrees of
control and engagement to the ability to create collaborative and personalized interaction channels with energy service providers. Experts increasingly
mention customer involvement and the conversion of end use load into an energy resource as one of the most transformative changes the industry will
undergo. The capability and complexity of loads, including smart appliances, energy management systems, plug-in electric vehicles and distributed energy
resources, are creating the opportunity to engage customers as active energy partners rather than passive ratepayers. The expectation is that new energy
products will emerge, including service bundles, customized service levels and retail energy exchanges.!

1 Black & Veatch
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Over the last 50 years, many of the core technologies used in the power sector for the delivery of
electricity remained relatively unchanged. Even now, many of the assets in service would be
recognizable to the utility engineers from the 1960s. However, over time utilities have applied
technology strategically to increase reliability and reduce cost. In recent years, advancements in
information technology, communications and electronics have been applied to electric power
systems which will enable fundamental changes in the way the grid is configured and operated.

Over the next several years, the electric utility industry will deploy advanced sensors,
communications infrastructure and control systems that will enable changes in the way
electricity is produced, delivered and used. Advancements such as Advanced Metering
Infrastructure (AMI), Meter Data Management Systems (MDMS), Outage Management Systems
(OMS), Distribution Management Systems (DMS), Enterprise Asset Management (EAM), mobile
communications, the explosion of the Internet of Things smart devices such as the Nest
thermostat and the integration of distributed generation, including renewable energy and energy
storage are changing the utility at breathtaking speed.

And active involvement of customers and LDCs’ understanding of consumer electricity demand
as a controllable energy resource will be seen as a very transformative change to the modern
utility. Enabling demand management/response by providing customers with enhanced
information about energy use — and giving them the means to control it — are key for the future.

Smart metering and AMI technology are only part of the solution. Utilities and regulators should
develop effective pricing programs to ensure that customers are given the signals they need to
make good decisions about their energy consumption. High customer participation rates in these
programs are also important. Also important is the fact that effective technologies and pricing
programs can have a significant, positive impact on peak demand, allowing utilities and grid
operators to reduce the amount of peaking and reserve capacity needed to maintain grid
reliability.

1 Black & Veatch
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CASE STUDY K: SMART GRID OPERATIONS TECHNOLOGY—MICRO GRID?

Challenge:

Large-scale electricity distribution systems whose generation sources are far-removed from customers are becoming a thing of the past. A new breed
of electricity distribution system, built around the concepts of flexibility, scalability and sustainability, is emerging. The technology required to build
these next-generation electricity distribution systems has existed for years, but it has never been used to bring electricity production closer to the
end-user.

Solution:

PowerStream believes that Micro Grids will be an integrated part of our energy future: Not only will they change the way electricity is transmitted,
they represent an innovative solution to the challenge of asset renewal in large-scale electricity distribution systems and demonstrate that renewable
energy can effectively help to address the growing demand for electricity.

With the implementation of an integrated Micro Grid demonstration project at its head office in Vaughan, Ontario, PowerStream will be one of the
first utilities of its size in North America to initiate a proof-of-concept trial, evaluating the Micro Grid’s performance while it is connected to, and also
disconnected from, the normal electricity distribution system.

PowerStream will be implementing its new Micro Grid in two phases, over a two-year period. In phase one, the company will draw electricity from an
array of assets — solar panels, a wind turbine, a natural-gas generator, sodium-metal batteries, lead acid batteries and lithium batteries — in order to
provide electricity for loads such as lighting, air conditioning and refrigeration at its head office location. Electricity generated from this combination
of clean and renewable sources will also be used to power the company’s electric vehicle charging stations (which energize the company’s fleet of
electric vehicles) and to maintain a steady charge in the Micro Grid’s storage batteries.

The overarching goals of the Micro Grid project are to understand how to achieve safe, stable and reliable service. Phase one will focus on the Micro
Grid’s functionality once it is disconnected from the normal electricity distribution system, run independently from that system and then reconnected
toit. In phase two, PowerStream plans to include other electricity sources, such as combined heat and power, fuel cells and electric vehicle-to-grid
(V2G) technologies as additional sources of generation. The goal here is to demonstrate the Micro Grid’s ability to dispatch power back to the normal
electricity distribution system (demand response) and to operate securely and reliably.

1 John Mulroonev. Director, Smart Grid Technologies at PowerStream Inc
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A customized energy management software program, developed for PowerStream by GE Digital Energy, will route electricity from the company’s
existing generation to power the building’s various electrical loads during phase one of the trial. Micro Grids work in the same way as large-scale
electricity distribution systems, but instead of delivering electricity to hundreds of thousands of customers at a time, they are scalable, servicing
targeted geographic areas, remote locations or communities with more diverse supply needs. In addition to being customized, Micro Grids rely on a
mix of clean and renewable sources of generation, located within close proximity to the electricity distribution system and able to connect to it at
multiple points. Because they are modular and secure, Micro Grids can operate independently from the normal electricity distribution system, as

well as being able to store electricity from that system and feed it back in as required.

Benefits and Successes:

Safe and reliable electricity. The ideal Micro Grid delivers power safely and
reliably to a specific area or community, ensuring that delivery can be
sustained.

Customer choice. Micro Grids allow end users the flexibility to tap into
different types of generation as a way of meeting their specific energy needs.
They also provide a conduit for feeding excess electricity back into the normal
electricity distribution system and participating in programs that help to
reduce the strain on these systems.

Sustainability. A common feature of Micro Grids is the ability to seamlessly
utilize various sources of electricity. Ideally, an area or community with its
own Micro Grid will strive to achieve net-zero electricity usage, using only as
much electricity as it generates. Because they can operate independently,
Micro Grids can also feed power back into the normal electricity distribution
system in demand response situations.

Collus PowerStream Impact:

Ability to leverage the Micro Grid technology for its own
residential and commercial customers. Provide leading
edge technology solutions to increase value to the
customer.

Provides Collus PowerStream customers with options to
meet their specific, individual needs. Part of the process of
further engaging the customer.

Begin becoming a producer of energy and not just a
distributor of power generation. Ability to become a
bilateral utility with power inflows and outflows to the
Smart Grid.
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CASE STUDY N: SMART GRID TECHNOLOGIES: RESTORING POWER SOONER JUST GOT FASTER!
Challenge:

Power outages can result in large sections of the electricity distribution system being affected — even though the problem may be isolated to just one
small section. It takes time to identify the source, and as repair work takes place, customers want to get on with their daily activities.

Solution:

PowerStream has installed a new triage tool on a major part of its distribution system — one of the few distribution companies in North America to
participate in such an initiative. Designed to pinpoint the source of the outage automatically and restore power sooner, here’s how it works:

— When an outage occurs, the ‘automatic isolation and restoration’ tool kicks in to isolate the section of the grid that is affected due to external
conditions beyond our control, such as storms and car accidents.

— Before the device gets to work fixing the failure, it automatically sends a message to nearby power lines telling them to start routing electricity
to customers in the section of the grid that is not part of the problem.

— Based on information compiled to date, PowerStream estimates that with this new technology, power could be restored in minutes.

Benefits and Successes: Collus PowerStream Impact:

Reliable Power. No one can predict them, but when power outages do happen, Power outages impact the customer probably more than
everyone wants their power restored as quickly as possible. Automatic isolation any other circumstance. By being able to leverage

and restoration technology cuts down on the time that customers are PowerStream’s triage restoration technology, Collus
inconvenienced when an outage occurs. PowerStream will be able to service and cut down on the

time that customers are inconvenienced.

Value for Money. PowerStream estimates that when the new technology is The PowerStream triage restoration technology will further
completely installed, it will significantly increase system reliability of electricity increase the reliability of Collus PowerStream’s grid.

to our customers. What's more, this technology significantly reduces the search Independently, Collus PowerStream does not have the

time — and cost — to determine the location of equipment failures, allowing technology or financial resources to implement such a
PowerStream to make repairs and restore power more quickly than in the past. program without leveraging PowerStream’s scale.

1 John Mulroonev. Director, Smart Grid Technologies at PowerStream Inc.
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By having PowerStream as a 50% owner, Collus PowerStream has effectively partnered with a LDC that employs over 550 people, has the financial strength that
earned stable and consistent cash flows of $28 million in net income in 2012, and a strong balance sheet with over $345 million in shareholders’ equity.

PowerStream’s ability to leverage its balance sheet to access the capital markets has also provided further security for Collus PowerStream knowing that its partner
has such diversity in its ability to source investment capital. For instance, PowerStream successfully executed a $200 million bond issue due July 30, 2042 with an “A”
credit rating from DBRS and S&P. In the future, Collus PowerStream might be able to rely on PowerStream’s credit rating as it works with PowerStream to find
innovative financial solutions to continue providing reliable, consistent and safe power to its customers.

PowerStream’s capacity to spend more than $105 million in critical infrastructure improvements in 2012, with a focus on growth, system reliability, smart grid
technologies and customer care allowed it to once again achieve an outstanding Index of Reliability (IOR) score of 99.99% in delivering electricity to our customers.
This score was among the best in Canada in 2012 in comparison to other electric utilities.

BALANCE SHEET INCOME STATEMENT
AS OF DECEMBER 31, 2012 1 FOR THE YEAR ENDED DECEMBER 31, 2012 1
COLLUS PowerStream COLLUS PowerStream
PowerStream PowerStream

Current assets 11,126,344 197,679,401 Power and Distribution Revenue $ 36,399,554 $ 967,957,634
Net Property, plant equipment 15,557,446 869,792,151

Cost of Power and Related Costs 29,120,278 799,482,967
Inter-company investments - 8,242,678
Other non-current assets 100 54,760,495 Net Distribution Revenue 7,279,276 168,474,668
TOTAL ASSETS $ 26,683,890 $ 1,130,474,725

Other income 44 434 576,905
Current liabilities 7,822,472 166,173,114

Expenses
Long-term debt 10,117,802 250,099,142 Operating 360,674 21,936,069
Inter-company longterm debt & advances - 182,429,859 Maintenance 1,739,338 7,981,705
Regulatory liabilities (net) 759,014 50,319,085 Administrative 2,743,294 53,287,467
Other deferred amounts & customer deposits 615,759 115,947,293 Depreciation and Amortization 1,739,853 33,195,062
Employee future benefits 336,468 18,048,314 Financing 434,367 23,882,437
Deferred taxes - 1,730,217 7,017,525 140,282,740
Total Liabilities 19,651,516 784,747,024

Net Income Before Taxes 306,184 28,768,833
Shareholders' Equity 7,032,374 345,727,701

LIABILITIES & SHAREHOLDERS' EQUITY $ 26,683,880 $ 1,130,474,725 1 OEB 2012 Yearbook
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Reporting to the Director of CDM, this position is responsible for managing and coordinating the delivery of Provincial Conservation and Demand
Management (CDM) Programs within the Collus PowerStream service territory. The CDM Manager will coordinate with PowerStream’s CDM
Program Managers to leverage and apply PowerStream's existing delivery strategies/tactics/processes within the Collus PowerStream area.

Program Management

Manage the implementation of OPA-Contracted Province -Wide CDM Programs {Residential, Commercial/Institutional, Industrial and Home Assistance) within Collus PowerStream’s
service territory, including where required: vendor management, channel management, marketing execution, sales/outreach, program administration, customer care, and quality
assurance/quality control.

Coordinate with PowerStream’s CDM Program Managers to leverage and apply PowerStream’s delivery strategies/tactics/processes within the Collus PowerStream area. For example,
the marketing creative deployed in Collus PowerStream will be consistent with that developed for PowerStream.

Manage third party vendors under contract by Collus PowerStream for the delivery {in whole or in part) of CDM initiatives including, but not limited to: Small Business Lighting, Home
Assistance Program, and Electricity Retrofit Incentive Initiative.

Establish relationships with local suppliers, associations and channel partners, as appropriate, to enhance the delivery of Collus PowerStream's CDM programs.

Promotion & Outreach

Answer general customer inquiries {phone, email) about Collus PowerStream’s CDM programs

Coordinate the planning and execution of internal/external events for promoting Collus PowerStream’s CDM programs, including workshops, trade shows and training sessions.
Support content development and production of CDM Program education/training materials

Support delivery of education/training materials at internal/external events

Program Administration

Assist customers with application processes for CDM programs. This required assistance will vary by program/initiative but may include:

o Screening and approving applications {submitted via OPA’s online application system or via paper submissions) and working with customers to correct any errors
0 Working with existing third-party delivery agents

Support Quality Assurance/Quality Control processes, including:
o Providing administration/logistical support for on-site visits {appointment scheduling, developing itineraries, etc).

o Conducting simple on-site visits to third-party service providers and/or program participants to ensure that programs are being implemented in accordance with program rules while
providing a positive customer experience

Maintain good working relationships with internal support groups {Customer Service, Corporate Communications, Accounting etc.) and external parties {Municipalities, OPA, vendors
etc) involved in the delivery of Collus PowerStream’s CDM Programs

Oversee and coordinate reporting and financial transactions, such as the Pre-Billing Reports and annual spending report, between the OPA and Collus PowerStream.
Coordinate financial processes including: setting up purchase orders, tracking and processing invoices, and tracking overall spending against each vendor contract.

Monitoring & Reporting
Actively monitor and manage CDM program delivery, ensuring contractual compliance with OPA Master Agreement and Schedules.

Prepare and present monthly reports to senior PowerStream CDM staff on program performance, including: energy and demand savings, participation levels and operational
issues/opportunities. Leverage PowerStream’s existing reporting processes, templates and tools in the preparation of these reports.

Prepare Collus PowerStream’s annual CDM report to the Ontario Energy Board.
Prepare and present, if required, quarterly CDM progress report for Collus PowerStream’s Board of Directors.



