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A G E N D A

• Introduction – Key Features of the Study

• Methodology
– Determining Benchmark Positions
– Determining the Peer Group
– Total Compensation

- Elements
- Methodology

– Factors Impacting The Results

• Results (Hydro One P50 relative to Market P50)

• Results (Hydro One P50 relative to Market Average - Overall)
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2 0 1 6  C O M P E N S A T I O N  C O S T  B E N C H M A R K  S T U D Y
F E A T U R E S

• Below are some of the major features of this year’s study:
– Assesses regulated Transmission and Distribution utilities’ and comparable regulated businesses’

compensation costs benchmarks across Canada

– Conforms to best industry standards for independence, testability and repeatable market-based total
compensation assessment

– Assures participants’ confidentiality by the study’s design, methodology and process that respondent
information cannot be attributed or inferred

– Mirrors the scoping included in the 2013, 2011 and 2008 studies for peer selection, job classes, etc.

– Mirrors the questionnaire used in the 2013, 2011 and 2008 studies for ease of participation by returning
participants

– Enables reasonable comparison to the 2013, 2011 and 2008 studies and provides trending analysis for
Hydro One’s next application
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2 0 1 6  C O M P E N S A T I O N  C O S T  B E N C H M A R K  S T U D Y
F E A T U R E S  ( C O N T ’ D )

• To balance the repeatability and durability of results obtained, the scope of the 2016 study was enhanced
by targeting the same benchmark jobs and organizations as the 2013 study.

– Four (4) organizations that declined to participate in previous years’ studies agreed to participate in
2016. This resulted in an increase of two (2) organizations over the number of 2013 participants.

– The Regional Maintainer – Forestry position was not surveyed in 2016 due to limited data in the market
from previous years

• The benchmark jobs in the study represent approximately 57% of Hydro One’s employee population
(excluding non-full time employees).



© MERCER 2016 4

D E T E R M I N I N G  T H E  B E N C H M A R K  P O S I T I O N S
N E E D  T O  R E P R E S E N T  D I F F E R E N T  F U N C T I O N S  A N D
O R G A N I Z A T I O N  L E V E L S
• Individual jobs

– Stable job content that is well understood
– Large number of incumbents
– Found in other organizations

• Benchmark jobs or classes in aggregate
– Represent all major functions
– Represent all levels in the organization from front-line to senior management
– Representative of different compensation regimes

• Balance numbers
– Enough to understand complete picture
– Not so many as to cloud conclusions

• Recognize reality of surveying

• Core jobs
– Core jobs from 2013 study
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B E N C H M A R K  P O S I T I O N S
N O N - R E P R E S E N T E D  A N D  P R O F E S S I O N A L

• Below is the list of Non-Represented and Professional benchmark positions included in the 2016 study.
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B E N C H M A R K  P O S I T I O N S
P O W E R  W O R K E R S

• Below is the list of Power Workers benchmark positions included in the 2016 study.
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D E T E R M I N I N G  T H E  P E E R  G R O U P

• Similar approach to the 2013 study: Considered annual revenues between 33% and 300% of Hydro
One’s 2015 annual revenue or total assets, from the following areas:

THE OBJECTIVE: create a single peer group to assess total compensation costs for the entire set of
benchmark jobs

Selection Criteria Type of Organizations

Located in Canada • All Canadian Companies

Closely related businesses • Transmission, Distribution, Generation

Other regulated and comparable businesses • Similar regulatory regime

Asset Intense • Overall asset intensive rather than people intensive

Similar workforce characteristics • Highly skilled
• Significant level of unionization

Similar organizations
• Similar employee population
• Similar asset base
• Similar geographic footprint



© MERCER 2016 8

P E E R  G R O U P

• Summarized below are the companies that were included in the compensation benchmarking:

Participated in 2013, Not in 2016
• Enersource Corporation
• Horizon Utilities Corporation

New Participants in 2016
• AltaLink
• Bell Canada
• TransCanada Corporation
• Veridian
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E L E M E N T S  O F  T O T A L  C O M P E N S A T I O N
F O C U S  O N  I T E M S  T H A T  C A N  B E  M O N E T I Z E D

• Base wages or salaries

• Short-term incentives
– Annual incentive plans
– Productivity incentives

• Long-term incentives
– Various forms
– Mostly at senior management level

• Insured Benefits
– Health, Dental, Life, Disability
– Company paid portion

• Retirement plans
– Registered plans (DB, DC, Group RRSP)
– Company paid portion
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T O T A L  C O M P E N S A T I O N  M E T H O D O L O G Y

• Definitions and methodology:
– Base Salary / Wage

- Effective date: September 1st, 2016
– Total Cash Compensation

- Base salary plus most recent short-term incentive or bonus paid
– Benefits and Pensions

- Applied relative value process to determine standard “employer paid cost”
- Standard actuarial and demographic assumptions to measure all financially significant features of

benefit and pension programs
- Used open and closed plans

– Long-term Incentives
- Estimated annual value of most recent long-term incentive grant (i.e., stock options or share awards)

– Total Compensation
- Total cash compensation plus benefits and pensions plus long-term incentive

– P50
- 50th percentile - the middle point in a rank listing of data for a particular variable

– Avg. or Average
- Arithmetic mean - the sum of data for a particular variable divided by the number of observations
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F A C T O R S  I M P A C T I N G  T H E  R E S U L T S

• The results are driven by a combination of factors the most significant of which are the following:
– The introduction of long-term incentives for certain roles in the Non-Represented group to align with

market practices among publicly-traded companies
– Reduction in the headcount of Professional entry level role through promotion/attrition and not backfilling

the lower paid roles.
– Highly competitive base wages, especially for the most highly skilled Power Workers’ Union (“PWU”)

positions
– The relatively high value of legacy collective agreement wages, pension and benefits programs (the

legacy non-represented pension and benefit and Society pension plans are now closed to new
members)

– Changes in the organizations participating in the study
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R E S U L T S
O V E R A L L  – T O T A L  C O M P E N S A T I O N  ( P 5 0 )

• Summarized below are the overall results comparing Hydro One P50 to Market P50, by employee group
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R E S U L T S
N O N  R E P R E S E N T E D  - T O T A L  C O M P E N S A T I O N  ( P 5 0 )

• Summarized below are the results for the Non-Represented group comparing Hydro One P50 to Market P50
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R E S U L T S
P R O F E S S I O N A L S  - T O T A L  C O M P E N S A T I O N  ( P 5 0 )
• Summarized below are the results for the Professionals group comparing Hydro One P50 to Market P50
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R E S U L T S
P O W E R  W O R K E R S  - T O T A L  C O M P E N S A T I O N  ( P 5 0 )

• Summarized below and on the following pages are the results for the Power Workers group comparing
Hydro One P50 to Market P50
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R E S U L T S
P O W E R  W O R K E R S  - T O T A L  C O M P E N S A T I O N  ( P 5 0 )
( C O N T ’ D )
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R E S U L T S
P O W E R  W O R K E R S  - T O T A L  C O M P E N S A T I O N  ( P 5 0 )
( C O N T ’ D )
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R E S U L T S
O V E R A L L  – T O T A L  C O M P E N S A T I O N  ( A V E R A G E )

• Summarized below are the overall results comparing Hydro One P50 to Market average, by employee group




