


HYDRO ONE’S TOTAL COMPENSATION BENCHMARKING STUDY 

In the Ontario Energy Board’s Decision in the Hydro One Distribution Rate Application, 

proceeding EB-2013-0416 (the “Decision”), Hydro One was directed to undertake: 

A compensation study similar to the study filed as part of this application to allow benchmarking 

to comparable companies.  

Hydro One has engaged Mercer Canada to conduct the study, as directed in the Decision, and 

intends to file it in its next Distribution Rate Application (for 2018-2022 rates).   The preliminary 

report for this Compensation Benchmarking Study was shared with stakeholders on November 

30, 2016 at a Stakeholder Session for Hydro One’s upcoming distribution rates application.  

Reference was made to this Compensation Study in the technical conference of Hydro One’s 

Transmission Rate Application (EB-2016-0160).1  Since the study was not developed for the 

purpose of the current Transmission Application, Hydro One offers the following context to 

accompany the study findings.   

1. Since this study was performed to be filed with Hydro One’s upcoming distribution rate 

application, the job classifications and related headcount used in the study are those that 

are more prevalent in the distribution business.  

 

To more accurately reflect the job classifications used in the Transmission business, 

additional classifications such as the Construction Electrician, Construction Lineperson, 

and other relevant Building Trades classifications should be included.  Hydro One 

negotiates directly with the Canadian Union of Skilled Employees (CUSW) and the 

CUSW wage package  is less than the only alternative union trade  wage package  for 

this work (see Exhibit C1-Tab 4 – Schedule 1 page 23 Table 2).  For all other Building 

Trades work there is a standard industry wage. In transmission, approximately 57% of 

the total transmission capital work program is performed by construction employees. 

 

2. Mercer Canada performed the study as a snapshot in time.  All information reported is 

as of September 1, 2016. 

 

                                                           
1
 EB-2016-0160, Transcript, September 23, 2016. 



3. Above median roles such as the Field Services Coordinator (1.19 of P50), Business 

Analyst A (1.39 of P50) and Engineer B (1.30 of P50) have resulted due to wage 

compression.  These roles tend to have feeder pools from both higher level and higher 

paid unionized Society of Energy Professionals (“the Society”) or Power Workers’ Union 

(“PWU”) positions.  On promotion, employees in these positions are generally initially 

placed higher on the wage schedule than staff recruited externally.  The compression 

issue is not as relevant for more senior roles and the positioning relative to P50 

improves for positions such as Engineer D (1.04 of P50), Engineer E (.92 of P50), and 

Area Superintendent (.86 of P50).  As an example, the typical career path for an 

Engineer B would be Engineer D and then Engineer E.  

 

4. Hydro One has reduced total compensation costs in some of the above market median 

roles by employing fewer employees as shown in the following table.   

 2016 Study 2013 Study 

Position 
Multiple of 

P50 
# of Hydro One 

Incumbents 
# of Hydro One 

Incumbents 

Drafter II 1.11 21 33 

Area Distribution Technician 1.33 151 180 

Engineer B 1.30 176 271 

 

5. In 2015, Hydro One negotiated three-year collective agreements with lower than 

average base wage adjustment, lump sums and increased employee pension 

contributions with the PWU and the Society.  Since the data for this study was collected 

as of September 1, 2016, the full impact of these savings is not reflected in the Mercer 

Study.  Lower base wage adjustments have ongoing savings in other wage sensitive 

items such as overtime rates and allowances.  It is expected that Hydro One’s 

positioning to market median will improve in each of 2017 and 2018 as a result of these 

negotiations. 

 

6. The Mercer Benchmarking Study compares total compensation “entitlements” (i.e. base 

salary, STIP, LTIP, pension and benefits) against the comparator peer groups.  For 

pension and benefits, the study uses a standard approach and methodology based on 

industry norms.  It then compares the expected value of pension and benefits of Hydro 

One and the peer groups, using this standard approach instead of the utility specific 

demographics and assumptions.  The Study does not account for the impact of Hydro 



One’s negotiated cost saving initiatives such as future pension benefit reductions or the 

updated pension valuation filed with the OEB as Exhibit I, Tab 01, Schedule 131.  

 

7. Many of the peer companies have Defined Contribution Pension (“DCP”) Plans.  This 

has a negative impact on Hydro One’s positioning relative to P50.  Hydro One has 

closed the Defined Benefit Plan for non-represented employees and has implemented a 

DCP.  As the DCP was only recently introduced, benefits are not reflected in the Mercer 

Study results.  

 

8. Hydro One requested Mercer to estimate the dollar difference between the weighted 

average total compensation for Hydro One employees and the P50 (median) for the 

peers in the study. Using the same methodology as used in the Mercer Study, Mercer 

has determined the difference to be $71.0 million, approximately 17.6% ($12.5 million) of 

which is allocated to Transmission OM&A.  These amounts still do not take into account 

the positive results of negotiations and pension structure changes outlined in points 4-6 

above, or that many of the employee descriptions employed in Transmission are not fully 

reflected in the Mercer Study. 

 












































