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BY COURIER 
 
 
October 11, 2017 
 
 
Ms. Kirsten Walli 
Board Secretary 
Ontario Energy Board 
Suite 2700, 2300 Yonge Street 
P.O. Box 2319 
Toronto, ON, M4P 1E4 
 
Dear Ms. Walli, 
 
EB-2017-0049 – Hydro One Networks Inc.’s 2018-2022 Distribution Custom IR 
Application – Filing Additional Compensation Evidence 
 
Further to the Ontario Energy Board’s (“OEB”) decision dated September 28, 2017 in 
proceeding EB-2016-160, please find enclosed the following information provided as 
Attachment 6 to Exhibit C1, Tab 2, Schedule 1: 
 
(a) Tables comparable to the year-end payroll tables in the Transmission Payroll Tables 

for each the years 2014 to 2018 containing total compensation information that 
reconciles with the combined totals of the amounts for each of the years 2014-2018 
allocated to transmission shown in Exhibit J10.2 in proceeding EB-2016-160 and the 
amounts shown for distribution in the Distribution Payroll Tables;  

 
(b) Within these total compensation tables, for each of the line item amounts and for each 

year, the total number of employees in a manner that reconciles with the total number 
of employees information presented in Transmission Payroll Tables;  
 

(c) Beside the “Total Number of Employees” information described in item (b), the total 
company full time equivalent (FTE) information for each of the years 2014-2018 in a 
format similar to that shown in EB-2017-0049 Exhibit C1/Tab 2/Schedule 1, Table1;  

 
(d) In the total compensation tables, the allocation of total compensation between capital 

and OM&A for each of the years 2014-2018 in a manner comparable to that shown 
for transmission only in Exhibit J10.2 from proceeding EB-2016-160;  
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(e) As part of the total compensation table, the Pension and OPEB amounts for 

distribution for each of the years 2014-2018 in a table similar to the table to that 
effect contained in Exhibit J10.2 from proceeding EB-2016-160;  and  
 

(f) A revision of the format used in Exhibit J10.2 from proceeding EB-2016-160 to 
reflect the format of the total compensation tables described in items (a) to (e).  

 
A text-searchable Adobe version and an MS Excel version of the Compensation Costs 
has been submitted using the OEB’s Regulatory Electronic Submission System. 
 
Hydro One intends to post electronic copies of the updated and supplemental evidence on 
its website for public access and two paper copies will be sent to the OEB office shortly. 
 
Hydro One’s points of contact for service of documents associated with the Application 
remain as listed in Exhibit A, Tab 2 Schedule 1.   
 
 
Sincerely, 
 
ORIGINAL SIGNED BY FRANK D’ANDREA 
 
Frank D’Andrea 
 
Encls.  
 
cc. EB-2017-0049 parties (electronic) 
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COMPENSATION TABLES PER EB-2016-0160 1 

 2 

The attached payroll data is intended to provide the OEB with the requested total baseline 3 

compensation for Hydro One’s transmission and distribution businesses. This data is 4 

submitted to comply, to the extent possible, with the direction from the OEB’s Decision 5 

and Order for Hydro One’s 2017-2018 Transmission Rate Application (EB-2016-0160) 6 

(“the Tx Decision”) found at page 55 (items A through G).   7 

 8 

The payroll table (“Transmission Payroll Table”) found at Exhibit C1/Tab 4/Schedule 9 

1/Attachment 1 of EB-2016-0160 represented the compensation for Hydro One’s 10 

employees who were on payroll on December 31 of each year.  Since this compensation 11 

data was at a specific point in time, it did not include any compensation paid to 12 

employees who were not on payroll on December 31 of each year.  Additionally, the 13 

Transmission Payroll Table did not allocate compensation costs between Hydro One 14 

transmission and distribution businesses and did not include some compensation elements 15 

(e.g. ESOP, share grants).  Hydro One had produced payroll information in this format in 16 

all of its previous regulatory filings.  17 

 18 

To address concerns raised by the OEB and various interveners, Hydro One filed Exhibit 19 

J10.2 in the EB-2016-0160 proceeding to provide more compensation information. 20 

Exhibit J10.2 provided an allocation of the total compensation for employees on payroll 21 

on December 31 of each year to the transmission business, subject to certain assumptions.  22 

 23 

In this Application, Hydro One submitted total distribution-related compensation for 24 

employees in a similar format to Exhibit J10.2 from EB-2016-0160.  Appendix B to 25 

Exhibit C1, Tab 2, Schedule 1 of this Application further improved upon the 26 

methodology introduced in Exhibit J10.2 of EB-2016-0160 by including the distribution-27 
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allocated total compensation of all employees regardless of when they worked in the 1 

year. 2 

 3 

The combination of the total transmission compensation and the total distribution 4 

compensation establishes the total baseline compensation for both the transmission and 5 

distribution businesses.  To produce the compensation evidence in this Application, the 6 

allocations between transmission and distribution businesses were updated for 2017 7 

through 2022 to reflect the business plan underpinning this Application. As result of 8 

changing the methodology for reporting compensation (i.e. specific point in time vs. all 9 

compensation earned in the year) and the most current allocation of total compensation 10 

between the Hydro One’s transmission and distribution businesses, it is not possible to 11 

reconcile with either the Transmission Payroll Table nor with Exhibit J10.2 that were 12 

provided in the EB-2016-0160 proceeding. 13 

 14 

The total compensation information requested in items A through F of the Decision is 15 

provided in Table 1 below and in MS Excel format.  16 



Filed: 2017-10-11  

EB-2017-0049 

Exhibit C1-02-01 

Attachment 6 

Page 3 of 9 

 

Witness: Keith McDonell 

Table 1: Compensation Costs 2014-20221 

2 
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 1 
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As requested in item G of the Decision, below is a summary of allocation factors and 1 

assumptions used to allocate the total compensation amounts between Hydro One’s 2 

transmission and distribution businesses: 3 

 4 

 Total compensation for 2014-2016 is all compensation for all employees employed 5 

during the calendar year. Total compensation for 2017-2022 is derived by using 6 

planned headcount multiplied by estimated average salary by representation, with 7 

standard escalation assumptions. 8 

 9 

 In order to estimate total labour spending embedded in the 2018 to 2022 test years, 10 

the same methodology used in the Black & Veatch ‘Review of Overhead 11 

Capitalization Rates’ as outlined in Exhibit D1, Tab 3, Schedule 1, Attachment 1 will 12 

be applied. More specifically, this study uses the Labour Content Method to identify 13 

the estimated percentage of labour spending within both transmission/distribution 14 

OM&A and capital spending.  This method is used for overall compensation for all 15 

regular and temporary employees, but not for casual trades employees. 16 

 17 

 Employees often work on both transmission and distribution work activities. To 18 

estimate the employee headcount supporting the transmission business activities, a 19 

ratio of total transmission compensation: total compensation was applied to the FTE 20 

equivalent number of employees and to planned numbers for 2017 to 2022.  The same 21 

methodology was used to estimate the employee headcount supporting the 22 

distribution business.  23 

 24 

 For casual trades employees, management expertise along with planned yearly 25 

headcount is used to derive both the headcount and the compensation split between 26 

the transmission and distribution businesses.  Total compensation is calculated as 27 

described in the first paragraph.  28 
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 Hydro One has not used FTE’s in past rate filings.  In this Application, FTE numbers 1 

have been provided (see Table 1 in Exhibit C1, Tab 2, Schedule 1).  To derive these 2 

FTE’s the following assumptions were used: 3 

o a budgeted regular position is 1 FTE; 4 

o for non-regular positions, unless budgeted for less than 1 year, a non-regular 5 

position is 1 FTE; 6 

o for casual (Hiring Hall and Casual Construction), FTE’s is determined by 7 

“person months”/12;  and 8 

o for 2014-2016, FTE’s have been calculated by calculating the average number 9 

of employees by representation (# of employees per month/12). 10 


	Ms. Kirsten Walli



