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BY COURIER 
 
July 11, 2018 
 
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 Distribution 2018-2022 Rate Application –
Memorandum of Agreement with PWU and Variance Analysis  
 
Further to the request made on behalf of School Energy Coalition (SEC) for a copy of Hydro 
One Inc.’s Memorandum of Agreement (MoA) with the Power Workers’ Union (CUPE Local 
1000), please find a copy attached.    
 
The wage escalation in the MoA is higher than the wage escalation assumed in the Application.  
As indicated during the oral hearing, Hydro One is not seeking to adjust its applied-for revenue 
requirement in light of the MoA.   
 
Nonetheless, for the Board’s information, Table 1 shows the variance between Hydro One 
Distribution compensation costs using (a) the one percent PWU wage escalation rate assumed in 
the Application, and (b) the following wage escalation rates in the MoA:   
 
• 1.8% effective April 1, 2018 (or 1.60% yearly weighted average); 
• 2.0% effective April 1, 2019 (or 1.95% yearly weighted average); and 
• 0.6% effective January 1, 2020 (or a 1.35% yearly weighted average). 
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Table 1:  Variance in Distribution Compensation Costs ($) 
Application vs. PWU MoA 

 
2018 2019 2020 2021 2022

Total Capital Distribution Comp 1,124,471          2,984,682          3,513,999          3,425,871          3,454,966          
Total OM&A Distribution Comp 970,021             2,529,018          3,143,061          3,077,404          3,103,539          
Total Distribution Compensation 2,094,492          5,513,700          6,657,060          6,503,276          6,558,505           

 
Table 2 shows the MoA impact by reference to the amounts requested for the 2018-2022 revenue 
requirements.  The impact is reflected in the OM&A and capital-related components of revenue 
requirement.  For the OM&A component, the MoA impact was calculated for 2018 only.  The 
2019-2022 OM&A forecasted costs were determined by applying the inflation factor and 
productivity factor to the 2018 forecast amount. 

 
Table 2:  Impact to Rate Term Revenue Requirement* ($Millions) 

 

 
2018 2019 2020 2021 2022 

OM&A 0.97 0.98 0.98 0.99 1.00 
Depreciation 0.02 0.11 0.24 0.36 0.47 
Return on debt 0.01 0.06 0.14 0.22 0.30 
Return on equity 0.02 0.09 0.20 0.32 0.43 
Income taxes 0.01 0.03 0.07 0.11 0.15 

Total revenue requirement 1.03 1.27 1.64 2.01 2.35 
 
 
If the MoA wage escalators were adopted in the Application, the applied-for revenue 
requirements would increase by the amounts shown in Table 2.  However, Hydro One is not 
seeking an adjustment to the applied-for revenue requirement. 
 
This filing has been submitted electronically using the OEB's Regulatory Electronic Submission 
System and two (2) hard copies will be sent via courier. 
 
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 
Encl.  
cc. EB-2017-0049 parties (electronic) 
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