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 I Expert Compensation Panel: Hugesson Consulting and Towers Watson 

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 Compensation1 
Mercer  2013/ 

Regulatory 
Participants2: Hydro Quebec, BC Hydro, OPG, 
EPCOR, ENMAX, Toronto Hydro, Enbridge 
Gas, Transalta, Bruce Power, Manitoba Hydro, 
SaskPower, NB Power, PowerStream, 
Enersource, Horizon. 

Not Specifically Identified, (included in 
Non-Represented)3 

Hydro 
One  

IPO 2015 Utility Peer Group (8) Alta Gas ATCO, Emera, Fortis 
, Inter Pipeline, Keyera, Pembina, Transalta  
TSX 60 Smallest 30 (not specified) 

CEO P50 of Exec Peer Group TC $3.6 million4 

CFO P50 of Exec Peer Group TC $1.4 million 

Hugesson  
Consulting  

2016/ Hydro 
One Board 

Primary Group5:  
TSX Large Utilities (Fortis, ATCO, Emera, 
Transalta) 
TSX Pipeline/Storage Companies 

CEO P75 of Peer Group TC $4 million6  

CFO P75 of Peer Group TC $1.5 million 

Towers 
 Watson  

2016/Hydro 
One 

Utility Peer Group Alta Gas ATCO, Emera, Fortis , 
Inter Pipeline, Keyera, Pembina, Transalta  
Executive Peer Group7 Agrium, AltaGas, ATCO, 
Bombardier, CNR, CPR, Canadian Tire, Capital 
Power, CGI Group, Emera, Enbridge, Fortis, Intact 
Financial, Inter Pipeline, Keyera, Pembina Pipeline, 
Rogers, SNC, Telus, Transalta, TransCanada 

CEO P50 of Utility Group TC $3.6 million8  

CFO P50 of Utility Group TC $1.4 million CEO 
P50 of Exec Peer Group TC $4.0 million CFO 
P50 of Exec Peer Group TC $1.5 million 

Mercer 
2016  

2016/ 2017 
Regulatory 

Hydro One Indicates Similar Peer group to 
20139

  
 

 
 
  

                                                 
1 Total Compensation, including Benefits, but excluding Executive Share Option Plan participation 
2 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study 
3 EB-2016-0160 Exhibit I 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”. 
4 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study Page 7 
5 EB-2016-0160 Exhibit I-06-057 -01 Hugesson Consulting Report Page 8 
6 Ibid Pages 17/18 
7 EB-2016-0160 Exhibit I-06-057 -02 Towers Watson Report Page 2  
8 Ibid Page 5 
9 EB-2016-0160 TC Transcript Vol 2 Page 21EB-2016-0160 TC Transcript Vol 2 Page 21 
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TECHNICAL CONFERENCE VOLUME 2 Pages 10-12 
MR. McDONELL:  So I 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 question (a), part 

(a), as I understand it, which asked to please provide the Hugessen 

consulting report.  We have done that, we have provided it. 

 You have now asked the question 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 inconsistencies in evidence, that is a matter of cross-

examination.  That is not a matter that's appropriate for this 

technical conference.  So I instruct the witness not to answer the 

question. 

MR. HIGGIN:  Okay.  Well, I will go to my next question is: Can you 

explain or compare -- I 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 I 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. 
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EB-2013-0416 C1 T3 S2 Mercer 2012 TC Study Table 2, Page 7  
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Exhibit I-06-057 Attachment 1 Hugesson Consulting Report Page 8 
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Exhibit I-06-057 Attachment 1 Hugesson Consulting Report Page 17 
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Exhibit I-06-057 Attachment 1 Hugesson Consulting Report Page 18 
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TOWERS WATSON REPORT Exhibit I-06-057 Attachment 2 Page 2 
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TOWERS WATSON REPORT Exhibit I-06-057 Attachment 2 Page 5 
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TCJ 1.8 Attachment 2 TSX  Second Quarter 2016 Earnings Teleconference August 12, 2016 
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II 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 Compensation10 
Mercer  2013/ 

Regulatory 
Participants11: Hydro Quebec, BC Hydro, OPG, 
EPCOR, ENMAX, Toronto Hydro, Enbridge 
Gas, Transalta, Bruce Power, Manitoba Hydro, 
SaskPower, NB Power, PowerStream, 
Enersource, Horizon. 

Not Specifically Identified, (included in 
Non-Represented)12 

Hydro 
One  

IPO 2015 Utility Peer Group (8) Alta Gas ATCO, Emera, Fortis 
, Inter Pipeline, Keyera, Pembina, Transalta  
TSX 60 Smallest 30 (not specified) 

CEO P50 of Exec Peer Group TC $3.6 million13 

CFO P50 of Exec Peer Group TC $1.4 million 

Hugesson  
Consulting  

2016/ Hydro 
One Board 

Primary Group14:  
TSX Large Utilities (Fortis, ATCO, Emera, 
Transalta) 
TSX Pipeline/Storage Companies 

CEO P75 of Peer Group TC $4 million15  

CFO P75 of Peer Group TC $1.5 million 

Towers 
 Watson  

2016/Hydro 
One 

Utility Peer Group Alta Gas ATCO, Emera, Fortis , 
Inter Pipeline, Keyera, Pembina, Transalta  
Executive Peer Group16 Agrium, AltaGas, ATCO, 
Bombardier, CNR, CPR, Canadian Tire, Capital 
Power, CGI Group, Emera, Enbridge, Fortis, Intact 
Financial, Inter Pipeline, Keyera, Pembina Pipeline, 
Rogers, SNC, Telus, Transalta, TransCanada 

CEO P50 of Utility Group TC $3.6 million17  

CFO P50 of Utility Group TC $1.4 million CEO 
P50 of Exec Peer Group TC $4.0 million CFO 
P50 of Exec Peer Group TC $1.5 million 

Mercer 
2016  

2016/ 2017 
Regulatory 

Hydro One Indicates Similar Peer group to 
201318

  
 

 
 
  

                                                 
10 Total Compensation, including Benefits, but excluding Executive Share Option Plan participation 
11 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study 
12 EB-2016-0160 Exhibit I 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”. 
13 EB-2013-0416 Exhibit C1-3-2Attachment 1- Mercer Cost Benchmarking Study Page 7 
14 EB-2016-0160 Exhibit I-06-057 -01 Hugesson Consulting Report Page 8 
15 Ibid Pages 17/18 
16 EB-2016-0160 Exhibit I-06-057 -02 Towers Watson Report Page 2  
17 Ibid Page 5 
18 EB-2016-0160 TC Transcript Vol 2 Page 21EB-2016-0160 TC Transcript Vol 2 Page 21 
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EB-2013-0416 C1 T3 S2 
Mercer TC Comparison Study Participants 
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Technical Conference Transcript Volume 2 Page 12-13 

 

MR. HIGGIN: Okay.  So now let's go to another response, and again it'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, I 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; I 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 it would be the 

same peer groups for MCP, PW, and Society jobs. 
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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. 
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EB-2016-0160  
Exhibit I Tab 11 Schedule 29 part a 
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EB-2016-0160  
Exhibit I Tab 11 Schedule 23 parts b), c) and d) 
 

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

 

 
 

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. 

 
 

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.  
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Exhibit I Tab 11 Schedule 23 parts b), c) 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 9 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 were15 needed. 
The individuals with these skills have been added to Hydro One’s leadership team16 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. 
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EB-2016-0160 Technical Conference Undertaking TCJ1.10 (LPMA) 
 

 
 

  



20 
 

2017-2018 Transmission Rate Application 
Hydro One Networks Inc. 

Presentation Day 
September 8, 2016 
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