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Exhibit Kx.x : Energy Probe TC Peer Group Comparison 2012-18 Executive Bands 1-2

TC Study | Date/Purpose Peer group(s) Summary CEO and CFO (Bands (1-2)
Total Compensation®
Mercer 2013/ Participants®: Hydro Quebec, BC Hydro, OPG, | Not Specifically Identified, (included in
Regulatory EPCOR, ENMAX, Toronto Hydro, Enbridge Non-Represented)?

Gas, Transalta, Bruce Power, Manitoba Hydro,
SaskPower, NB Power, PowerStream,
Enersource, Horizon.

Hydro IPO 2015 Utility Peer Group (8) Alta Gas ATCO, Emera, Fortis | CEO P50 of Exec Peer Group TC $3.6 million*
One , Inter Pipeline, Keyera, Pembina, Transalta CFO P50 of Exec Peer Group TC $1.4 million
TSX 60 Smallest 30 (not specified)
Hugesson | 2016/ Hydro Primary Group’: CEO P75 of Peer Group TC $4 million®
Consulting | One Board TSX Large Utilities (Fortis, ATCO, Emera, CFO P75 of Peer Group TC $1.5 million
Transalta)
TSX Pipeline/Storage Companies
Towers 2016/Hydro Utility Peer Group Alta Gas ATCO, Emera, Fortis , CEO P50 of Utility Group TC $3.6 million®
Watson One Inter Pipeline, Keyera, Pembina, Transalta CFO P50 of Utility Group TC $1.4 million CEO
Executive Peer Group? Agrium, AltaGas, ATCO, P50 of Exec Peer Group TC $4.0 million CFO
Bombardier, CNR, CPR, Canadian Tire, Capital P50 of Exec Peer Group TC $1.5 million

Power, CGI Group, Emera, Enbridge, Fortis, Intact
Financial, Inter Pipeline, Keyera, Pembina Pipeline,
Rogers, SNC, Telus, Transalta, TransCanada

Mercer 2016/ 2017 Hydro One Indicates Similar Peer group to
2016 Regulatory 2013°

! Total Compensation, including Benefits, but excluding Executive Share Option Plan participation
2 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study
® EB-2016-0160 Exhibit | Tab11 Schedule 23 HO indicates: “In 2014, Hydro One’s CEO compensation was $745,208, including
benefits,
Hydro One’s CFO compensation was $521,635, including benefits”.
* EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study Page 7
® EB-2016-0160 Exhibit 1-06-057 -01 Hugesson Consulting Report Page 8
® Ibid Pages 17/18
" EB-2016-0160 Exhibit 1-06-057 -02 Towers Watson Report Page 2
¢ Ibid Page 5
° EB-2016-0160 TC Transcript Vol 2 Page 21EB-2016-0160 TC Transcript Vol 2 Page 21




TECHNICAL CONFERENCE VOLUME 2 Pages 10-12
MR. McDONELL: So 1 believe the primary peer group for Hugessen was
given by Hugessen itself. Hugessen is a compensation expert
consultant to the Hydro One board of directors, so we would be
relying upon that advice to assist us in developing the peer group.
There probably was some conversations between the parties, but
Hugessen, being a compensation expert, would be providing the advice.
MR. HIGGIN: Okay. So then can you tell me why the comparison peer
group is not the same as that recommended by Hydro One for the IPO?
MR. NETTLETON: No, Mr. Higgin, we are now venturing into the area of
cross-examination. These questions you may very well want to bring
up at the hearing, but that"s not a question that related to
clarifying the evidence.

The interrogatory that you pointed to was a gquestion (a), part
(a), as I understand 1t, which asked to please provide the Hugessen
consulting report. We have done that, we have provided it.

You have now asked the guestion about who had responsibility for
the peer group; we"ve provided that response.

But when you get into the area of questioning that you are now
asking about i1nconsistencies i1n evidence, that is a matter of cross-
examination. That Is not a matter that"s appropriate for this
technical conference. So | iInstruct the witness not to answer the
question.

MR. HIGGIN: Okay. Well, 1 will go to my next question is: Can you
explain or compare -- 1 will use the word compare -- the primary peer
group to the current Willis Towers Watson peer group, which is in the
evidence and that"s another report that you referred to in other
interrogatories.

MR. NETTLETON: Again my answer is the same as 1 provided before, Mr.
Higgin. This is an area of cross-examination. You are now comparing
and contrasting evidence. These are not questions of clarification

relating to interrogatory responses.



EB-2013-0416 C1 T3 S2 Mercer 2012 TC Study Table 2, Page 7

Market Sample

Summarized below are the participating organizations in the compensation benchmarking.

Table 2

Revenue’ & of Employees’”
Hydro-Québec $12,228.0 21,000
BC Hydro Power & Authority $4898.0 5862
Ontario Power Genersation Inc. 847320 10,691
EPCOR Utilties inc.* $4036.0 4,035
ENMAX Corporation $3.1601 1.840
Toronto Hydro Electric Systern Ltd. $2.8520 1,526
Enbridge Gas Distribution Inc. $2,400.0 2200
TransAlta Corpaoration §2.262.0 3,140
Bruce Power LP* $2.103.7 4,200
kanitcba Hydro $1,902 0 6837
SaskPower $1.862.0 3.000
New Brunswick Power $1.687.0 2361
PowerStream inc. $1,029.0 541
Enersource Corporation™ $822.0 374
Honizon Utilities Corporation® §5706 404

75th %ile $3,598.1
50th %ile $2,262.0
25th %ile $1,779.5

Average $3.103.6

¥ Data as reported by survey participants in CAD (SMM)
? Representative of full-time employees and equivalents only
* New participants in 2013



Exhibit 1-06-057 Attachment 1 Hugesson Consulting Report Page 8

Preliminary Peer Groups (contd)
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Exhibit 1-06-057 Attachment 1 Hugesson Consulting Report Page 17

Straw Model CEQO & CFO Alternatives (contd)

Straw Mode! CEO Alternatives

Target Pay

Positioning

Salary

STIP

{% of Salary)

hyd

LTP
{% of Salary)

o

one

Low Case

High Case

High end of large utilities (i.e. Fortis

Between P25 and P50 of peer group, {P75 of peer group, close to median :
{ ik CEQ is ~45M), low end of Bottom
below large utiities of large utilities ol TSX60
$800,000 4850,000 $850,000
$720,000 4765,000 $765,000
0% 0% 0%
$1,480,000 52,385,000 43,385,000
185% 281% 338%
$3,000,000 $4,000,000 $5,000,000
DC SERP DC SERP DC SERP

DRAFT - for discussion

Ly



Exhibit 1-06-057 Attachment 1 Hugesson Consulting Report Page 18

Straw Model CEO & CFO Alternatives (cont'd)

Straw Model CFO Alternatives

Low Case Mid Casa High Case

Abcwe P75 of pesr group and largs
bove P75 of pesar group, bigh end  fudilites, but o end of betlom half
of large uiilias (e, ATCO CFO 560; this could be warmanted if

Fa0 of pesr group, low end of Brge

e 41,5M) iz af role i beyond that of &
"bypical” CFO

$400,000 §500,000 $550,000

$240,000 £300,000 §230,000 .'
Bl% il &%

$610,000 §700,000 §1,120,000
158 140% A%

%1, 250,000 $1,500,000 42,000,000
BC SERP [C SERP OC SERP




TOWERS WATSON REPORT Exhibit 1-06-057 Attachment 2 Page 2

1) Introduction

« Hydra One engaged Towsars Watson to complete 8 compeditive market sssssement of its total rewarnds
package for mansgement compensation plan (MCP) employees. This benchmark review focuses on
exacutive roles (Bands 1-4)

Chur analysis is based on Hydre One's current organizational siructure and role responaibiliies,
and will need to be refreshed as it transtions to an autonomaous publicly-traded compamy.  As
guch, use of this data and any program changes it informe should be paced with the evolulion af
the crganization
In the: prospectius, Hydro One outlingd the use of a primary reference group of eight utility/energy
companizs (“Utility Peer Group®] along with a secondary reference group of the 30 smallest
members of the SAPTSX 60 index

»  While the prirmary reference group likely provides sufficient market data for the CEOQ and CFQ, a
larger sample will be needed for the rest of the execulive team (approximately 25 incumbents in total).
This 18 1o account for different exacutive rales that may axist wihin each ia'rﬁﬂlﬂﬁ'h' and o capture the
broader labowr market for Hydro One's executives

« AN sxpanded peer group of 21 companies was developsd and approved by the HR Committes at the
August 24, 2015 meeting ("Executive Peer Group™). The criteria used 1o astablish this "asset
intensive” group of companies incleces

Inclusion of 8 companies in the primary reference group {Uility Peers)
Canadian publicky-traded [excluding mining and il & gas)

Revenue between 1/3x to 3x Hydro One

Assets between 510 billion and 3x Hydro One

= The chart on the following page provides further details on Hydro One's positioning relative 1o the two
peer groups, Further soope detads (including market capitalization, net income, geographic
complexity, # of employess) are outlined in Appandix |

T
ETE L Mo Wil S T il Pl bl D Tedistdl - i Vil 0 i T Pl e Joi'] o el



TOWERS WATSON REPORT Exhibit 1-06-057 Attachment 2 Page 5

3) Comparing Peer Group Compensation Levels

+ The market compensation data for the Utility Peer Group tends to be positioned lower than the Executive
Peer Group (i.e., the 75" percentile of the Utility Peer Group is aligned with the 50" percentile of the

Current Peer Group), except for the 3°-5" highest paid executives where the 50 percentile for the Utility
Peer Group is higher

The difference for the CEQ/CFO appears to be correlated with the smaller size of the Utility Peer Group
relative to the Executive Peer Group

* ¢ oo The below market
positioning (<25"
I percentile) of the
- roles below

CEQICFQ is primarily

. Y . dueto lhe_abseqce of
= long-term incentives
+

Merel50h | 54,160 | sase8 | s1600 ] | 51.372 [ 51,285 $1.649 §735 3463
Hycio One 54,000 | §1500 | §548 §365 5285

5
2015 Towers Walsan All ights reserved Propristary and Confidentisl For Towers Watson ang Towers Wiatsan clend use ool
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TCJ 1.8 Attachment 2 TSX Second Quarter 2016 Earnings Teleconference August 12, 2016

Equity Market Cap Overview hydroOhe

Equity market capitalization of ~$15 billion and public float of ~34.5 billion

Average daily trading volume of approximately 1.3 million shares

Equity market capitalization amongst the top 30 of all listed Canadian companies

Secondary offerings by Province increase liquidity without diluting public shareholders

Equity index inclusions to date:

S&P/TSX Composite Index S&P/TSX Utilities Index Dow Jones Canada Select Utilities
FTSE All-World (Canada) MSCI World (Canada)
Approximate Ownership of Public Float Approximate Geographic Dispersion of Public Float

M [nstitutional B Canada

M Retail muUsS

B Rest Of World

NG

One of North America’s Largest Electric Utilities 4 TSX:H

11



Il Finance Panel- Compensation

EB-2016-0160 Hydro One Transmission 2017-18 Rates

Exhibit Kx.x : Energy Probe TC Peer Group Comparison 2012-18 Executive Bands 1-2

TC Study | Date/Purpose Peer group(s) Summary CEO and CFO (Bands (1-2)
Total Compensation™
Mercer 2013/ Participants**: Hydro Quebec, BC Hydro, OPG, | Not Specifically Identified, (included in
Regulatory EPCOR, ENMAX, Toronto Hydro, Enbridge Non-Represented)*

Gas, Transalta, Bruce Power, Manitoba Hydro,
SaskPower, NB Power, PowerStream,
Enersource, Horizon.

Hydro IPO 2015 Utility Peer Group (8) Alta Gas ATCO, Emera, Fortis | CEO P50 of Exec Peer Group TC $3.6 million™
One , Inter Pipeline, Keyera, Pembina, Transalta CFO P50 of Exec Peer Group TC $1.4 million
TSX 60 Smallest 30 (not specified)
Hugesson | 2016/ Hydro Primary Group™: CEO P75 of Peer Group TC $4 million™
Consulting | One Board TSX Large Utilities (Fortis, ATCO, Emera, CFO P75 of Peer Group TC $1.5 million
Transalta)
TSX Pipeline/Storage Companies
Towers 2016/Hydro Utility Peer Group Alta Gas ATCO, Emera, Fortis, CEO P50 of Utility Group TC $3.6 million'’
Watson One Inter Pipeline, Keyera, Pembina, Transalta CFO P50 of Utility Group TC $1.4 million CEO
Executive Peer GroupEAgrium, AltaGas, ATCO, P50 of Exec Peer Group TC $4.0 million CFO
Bombardier, CNR, CPR, Canadian Tire, Capital P50 of Exec Peer Group TC $1.5 million

Power, CGI Group, Emera, Enbridge, Fortis, Intact
Financial, Inter Pipeline, Keyera, Pembina Pipeline,
Rogers, SNC, Telus, Transalta, TransCanada

Mercer 2016/ 2017 Hydro One Indicates Similar Peer group to
2016 Regulatory 2013%

1% Total Compensation, including Benefits, but excluding Executive Share Option Plan participation
1 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study
12 EB-2016-0160 Exhibit | Tab11 Schedule 23 HO indicates: “In 2014, Hydro One’s CEO compensation was $745,208,
including benefits,

Hydro One’s CFO compensation was $521,635, including benefits”.
3 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study Page 7
1 EB-2016-0160 Exhibit 1-06-057 -01 Hugesson Consulting Report Page 8
> |bid Pages 17/18
16 EB-2016-0160 Exhibit 1-06-057 -02 Towers Watson Report Page 2
7 Ibid Page 5
18 EB-2016-0160 TC Transcript Vol 2 Page 21EB-2016-0160 TC Transcript Vol 2 Page 21

12




EB-2013-0416 C1 T3 S2
Mercer TC Comparison Study Participants

Market Sample

Summarized below are the participating organizatiocns in the compensation benchmarking.

Table 2
Revenue’ # of Employees’”
Hydro-Québec $12,228.0 21,000
BC Hydro Power & Authority 348980 5 852
Ontario Power Generation Inc. $47320 10,691
EPCOR Utilities inc.® 840350 4,038
ENIAX Corporation $3.1601 1.840
Toronto Hydro Electric Systerm Lid. $2,852.0 1,526
Enbridge Gas Distribution Inc. $2.4000 2,200
TransAlta Corporation $2.2620 3.140
Bruce Power L P * $2.1037 4,200
tdanitoba Hydro $1.9020 6837
SaskPower $1.8620 3.00C
New Brunswick Power $1.687.0 2,361
PowerStream inc. $1.0290 541
Enersource Corporation™ $822.0 374
Horizon Utilities Corporation® $5706 404

75th %ile $3,598.1
50th %ile $2,262.0

25th %ile $1,779.5
Average $3,103.6

* Data as reported by survey participants in CAD (SMM)
? Representative of full-time employees and equivalents only
* New participants in 2013



Technical Conference Transcript Volume 2 Page 12-13

MR. HIGGIN: Okay. So now let"s go to another response, and again iIt"s

peer group related, and that is: Can you inform us how -- what is the peer

group for the current Mercer underway study, the current 2016 study.

Can you inform us about what is the peer group? We haven®t got the
evidence yet, but can you inform us about that?

MR. McDONELL: Yes, 1 can help you out on that. The peer group for
the Mercer study, you may recall from past compensation Mercer studies we
have provided --

MR. HIGGIN: Yes, the 2012; 1 have got the 2012.

MR. McDONELL: Correct. One of the things we have been doing and
directed by the Board here was to try and be consistent, so we can show
trending within the total compensation that Mercer provided.

So by and large the peer group will be the same from the previous
three studies. Now, we have tried to add a couple of other peer groups
just to provide a little bit more data, but by and large i1t would be the

same peer groups for MCP, PW, and Society jobs.

14



EB-2013-0416/EB2014/0247 Board Decision Page 24

Hydro One did not provide sufficient evidence in support of its proposed compensation spending.
The company did not demonstrate that the market requires the level of compensation proposed in
order to attract and retain the necessary employees. In the absence of such evidence the OEB will
use the market median as a reference point for the percentage of compensation costs that will be
included in the rates paid by Hydro One’s customers.

While the OEB recognizes the progress that Hydro One has made over the last few years in
getting closer to the market median, the OEB does not find that it is fair that ratepayers pay for a
10% premium over the market median. The OEB, however, will not disallow the entire 10%
premium. Rather, the OEB will require efficiency from Hydro One by disallowing half of that
amount from the revenue requirement, or $7.7 million per year, each year for 2015, 2016 and
2017. The OEB still expects Hydro One to accomplish the work programs as outlined.

In addition, the OEB directs Hydro One, in its next rates application, to file a compensation study

similar to the one filed in this proceeding so that the OEB can continue to benchmark Hydro
One’s compensation against that paid by comparable companies.

15



EB-2016-0160
Exhibit | Tab 11 Schedule 29 part a

a)
MCP - Executive ( MCP Bands 1-4)

Year TOTAL NO. EMPLOYEES TOTAL WAGES  Base Pay Short Term Incentive| Long Term Incentive Other Allowances
2013 16 6585916 4,642,504 1,640,750 . 302,662
2014 18 6313609 4,641,630 1,255,204 . 416,775
2015 19 7709128 5261183 1,725,000 : 722,945
2016 24 10958387 5,891,365 2,801,617 2,079,903 185,502
2017 24 16200873 6941417 3,921,159 5,149,085 189,212

2018 24 19553320 7,080,245 4,038,793 8,241,284 192,997




EB-2016-0160
Exhibit | Tab 11 Schedule 23 parts b), ¢) and d)

b) Please provide the Recommendations made to the Government and the Hydro One Board Based
on the Report.

See Attachment
AND THAT the total direct pay for Mr Schmids for the vear 20145 is herebry approved as
follows:
Rinia Sy Tarpel STIP Tangel LTI "E:"_l‘:‘::“
Chief Fxaasive Ofiog £8 501 (a0 LR 0] §3 355 00 4,00, 0003

THAT the total direct pay for Michas] Vels, Chief Firancial Oficer of Hydro Cne Inc., for the
vear 01§ is hereby approved as follows:

Tarpel Total Diinec

B Salary Tairged STIP Tangel LTIF t. ———

Chief Finmrsasl Oiicer S50, (W00 F 3400 O SN0, 00 51 50000000

c)Please provide the Total Compensation breakdown for the CEO and CFO for 2016 and projected
for 2017-2018 list all relevant assumptions related to the projections.
Compensation assumptions are based on the Hugesson Report provided in Exhibit I, Tab 6,
Schedule 57. Details on the compensation structure are provided below. A 2% escalator was
applied to the salary portion in 2017 and in 2018.

Compensation Mix

For the Chief Executive Officer and Chief Financial Officer, target total direct compensation will consist of the
elements noted below. Determinations for the other NEOs have not yet been made.

Chiel Executive Officer Chiel Financial Officer
Percentage total direct Percentage of total direct
Target compensation Target compensation
Base Salary ............ $850,000 21% $500,000 33
Short Term Incentive! .. . 90% of base salary 19% 60% of base salary 20%
Long Term Incentive® ... 280% of base salary 60% 140% of base salary 47%
Notes
(1) Each of the Chief Exccutive Officer and the Chief Financial Officer may elect to receive up to 100% of his annual incentive bonus as deferred
share units.

(2) In addition to its general discretion with respect to long term incentive awards, the Board has the discretion to vary the actual award level for the

long term incentive from 75% to 125% of the target award level based on a range of factors, including individual executive performance and
company performance

d) Compare the Compensation for the New Positions to the Compensation provided in 2014 and
2015 for similar positions. Indicate the basis of the current and former comparisons used to establish
compensation.

In 2014, Hydro One’s CEO compensation was 4 $745,208, including benefits, and Hydro
One’s CFO compensation was $521,635, including benefits.

17



Exhibit I Tab 11 Schedule 23 parts b), ¢) and d) (Cont)

The new CEO and CFO positions attract higher compensation than the former CEO/CFO due to the
need for a different skill set. As described in response (a) in Exhibit I, Tab 1, Schedule 1, Hydro One’s
Independent Board of Directors determined that in order to improve the performance of the s company,
it was necessary to increase the commercial orientation of the organization; that is, increase the
company’s focus on customers, create greater corporate accountability for performance outcomes and
drive company-wide increases in efficiency and productivity.

In order to achieve these commercial objectives, the Independent Board of Directors

determined that senior managers with proven track-records of delivering these targets wereis needed.
The individuals with these skills have been added to Hydro One’s leadership teamis and have been
empowered by the Independent Board of Directors to achieve these

commercial objectives.

The successful achievement of these objectives will be evident in all facets of Hydro One’s
businesses, which as of the date of this application are 99% rate regulated (by revenue).

Hugessen Consulting was engaged to undertake a competitive market assessment for the new CEO and
CFO appointments. Given certain challenges in benchmarking the CEO and CFO positions, Hugessen
considered and benchmarked these positions against a few comparator groups.

Based on these market assessments, the CEO total direct compensation was

positioned close to the average (P50) of four other larger Canadian utilities and is in the

fourth quartile of the bottom 30 companies making up the S&P/TSX 60 Index, and the

CFO’s total direct compensation is also in the bottom quartile of the S&P/TSX 60 Index.

18



EB-2016-0160 Technical Conference Undertaking TCJ1.10 (LPMA)

Exhibit TCJ1.10
Page 2 of 5

LPMATCQ2

Exhibit I, Tab 4, Schedule 12: Table 1 provided in the response shows the change in
CCF&S costs by department. The response also indicates that between 2016 and 2018 the
move to a more commercially-oriented culture is one of the drivers of the increased costs.
Please provide the total costs associated with the move to a more commercially-oriented
culture that are included in Table 1 for 2016, 2017, 2018 and for the TX allocation for
2017 and 2018.

Response:

As outlined in Board Staff #1 (I-1-1). the ongoing costs associated with Hydro One
becoming a publicly traded entity and the move to a more commercially-oriented culture,
are related solely to the company’s new governance structure.

To mmprove the performance of the company, the new Board of Directors determined that
it was necessary to increase the commercial orientation of the organization by hiring
senior managers with proven track-records of delivering on targeted commercial
objectives. The new senior managers, whose costs are reflected in Hydro One’s current
application are the new CEO and CFO costs.

The compensation of the new CEO and CFO functions is detailed in Attachment 1 to
Exhibit I. Tab 11, Schedule 23. The 2014 costs for the CEO and CFO functions are
provided in paragraph d) of the same Exhibit. Applying an inflation assumption of 2% to
those 2014 figures, the aggregate cost increase for the two functions m 2017 is
approximately $4.0 million. of which $1.6 million is allocated to Hydro One’s
fransmission business.

The immediate benefits associated with the new senior management team are reflected in:
(a) a reduction in the originally proposed revenue requirement occasioned by the CFO’s
decision to accelerate a pension valuation report, which reduced costs as discussed in
Exhibit I, Tab 1, Schedule 131: and (b) the projected savings discussed in Exhibit I, Tab
13. Schedule 9 and Exhibit TCJ1.17.
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2017-2018 Transmission Rate Application
Hydro One Networks Inc.
Presentation Day
September 8, 2016

Execution and Performance

lune 2016 Hydro One Team Scorecard
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