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EB-2019-0082 — Application for Transmission Revenue Requirement for 2020-2022 —

Updated Interrogatory and Undertaking Responses

Hydro One Networks Inc. (“Hydro One”) is filing updated undertaking responses and one
updated interrogatory response for its application for transmission revenue requirement for 2020

to 2022.

Hydro One has filed an updated pension valuation as of December 31, 2018. The following
interrogatory and undertakings have been updated as a result and are enclosed : JT-2.09, JT-2.31,
JT-2.31-01, JT-2.32 and 1-07-SEC-055. The updated pension valuation is provided as an

attachment to JT-2.31.

Moreover, an updated JT1.14 is also enclosed which provides the 2018 NATF transmission

reliability data.

This filing has been submitted electronically using the OEB’s Regulatory Electronic Submission

System and two (2) copies will be sent via courier.

Sincerely,

ORIGINAL SIGNED BY KATHLEEN BURKE ON BEHALF OF

Frank D’Andrea
Encls.
cc. EB-2019-0082 parties (electronic)
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UNDERTAKING -JT 2.9

Reference:
I-07-SEC-055, part a)

Undertaking:
To produce a table similar to the one at SEC IR No. 55(a) to show capital reductions.

Response:
The following table outlines the capital reductions related to the Net Mercer Median table

and is consistent with how the OM&A table was produced in SEC IR No. 55 (a).

Net Mercer Median Reductions Allocated to 2020
Capital (3M)

Mercer Median - Tx Capital 28.5
Pension Reduction Capital (3.0)
OPEB Increase Capital 1.7

Executive Comp. Reduction (2.6)
The Directive (0.3)
Total Net Mercer Capital Reductions 24.3
Updated Valuation Pension Reduction Capital (4.2)
Updated Total Net Mercer Capital 20.1
Reductions '

e Mercer Median (+$28.5 million) is the Capital component of the transmission
allocated portion of $38.6 million as stated above;

e The current revenue requirement reflects the reduced pension capital costs (-$3.0
million) due to the actuarial valuation of pension expenses completed by Willis
Towers Watson (Exhibit F, Tab 5, Schedule 1 Attachment 1);

e The current revenue requirement reflects the updated OPEB capital costs, the
allocation to Tx Capital results in an increase of (+$1.7 million) as a result of the
latest valuation which is provided in Exhibit I, Tab 1, Schedule OEB-205;

e The current revenue requirement reflects the reduced executive compensation

capital costs (-$2.6 million) identified in EB-2018-0130, Exhibit I, tab 7, schedule
3, page 2 to be in compliance with Bill 2; and

Witness: Joel Jodoin, Sabrin Lila
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e As part of the blue-page update Hydro One further reduced its capital (-$0.3
million) by factoring the Ontario Government Directive issued on February 21,
2019 (“the Directive”), as discussed in Exhibit F, Tab 4, Schedule 1, page 35 and
also identified in Exhibit F, Tab 1, Schedule 1, page 3.

e As aresult of the updated pension valuation as of December 31, 2018, which
Hydro One provided in the updated response to JT 2.31, pension capital costs are
further reduced by (-$4.2 million).

Witness: Donna Jablonsky
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UNDERTAKING -JT 2.31

Reference:
1-02-EnergyProbe-020
F-04-01, Appendix A

Undertaking:
To consider whether Hydro One can reasonably provide responsive information that’s

relevant in respect of the amount of the service cost ratio that Hydro One is contributing
to the pension plan, to provide such further information, or if no such information exists,
to advise.

Response:
The following is the difference between a 1:1 service cost ratio and the current (as per the

updated valuation) service cost ratio for the period of 2020 — 2022 for the PWU plan.

2020 2021 2022
PWU
Difference between
1:1 and current $4.70M $5.05M $ 5.00M
Service Cost Ratio

Hydro One’s significant gains in reducing pension costs are set out in Exhibit F, Tab 4,
Schedule 1 pages 38 — 39.

Based on a market scan, Hydro One contribution costs are lower relative to other utilities.
Hydro One filed an updated pension valuation report as of December 31, 2018 with
FSRA on September 30, 2019 which is provided as Attachment 1 to this undertaking.

Hydro One intends to reflect the impact on revenue requirement as a result of the updated
pension valuation.

Hydro One has updated the following evidence based on the updated pension valuation.
e Exhibit I, Tab 07, Schedule SEC-55
e ExhibitJT 2.9

Witness: Sabrin Lila




Updated: 2019-10-17
EB-2019-0082
Exhibit JT-2.31
Attachment 1

Page 1 of 69

HYDRO ONE INC.
HYDRO ONE PENSION PLAN

Actuarial Valuation as at December 31, 2018

September 19, 2019

Registration Number: 1059104

This document is being filed with the Pension Authorities as required by statute and contains confidential financial information regarding the plan, the
plan sponsor, and the plan members. Therefore, pursuant to subsection 20(1)(b) of the Access to Information Act (Canada), or a corresponding
provision under any comparable federal or provincial legislation, a government institution shall not disclose this document to any party as a result of a

request under the Access to Information Act (Canada) or other applicable legislation. i
WillisTowers Watson Lil"I"l:l



DISCLAIMERS

This document is an actuarial valuation report of a pension plan. It is technical in nature and the reader should seek
expert advice to fully understand it. The actuarial results presented here are based on numerous economic and
demographic assumptions as to future events. Emerging experience, differing from the assumptions, will result in
gains or losses that will be revealed in future actuarial valuations.

This report is based on the terms of engagement listed in Appendix A.

This report is based on the premise that all the plan's assets, including any letters of credit, are available to meet the
plan's liabilities included in this valuation.

This report is based on the premise that the plan remains a going concern. This report does not address the
disposition of any surplus assets remaining in the event of plan windup. If an applicable pension regulator or other
entity with jurisdiction directs otherwise, certain financial measures contained in this report, including contribution
requirements, may be affected.

The results presented in this report have been developed using a particular set of actuarial assumptions. Other results
could have been developed by selecting different actuarial assumptions. The results presented in this report are
reasonable actuarial results based on actuarial assumptions reflecting our expectation of future events.

Future contribution levels may change as a result of future changes in the actuarial methods and assumptions, the
membership data, the plan provisions and the legislative rules, or as a result of future experience gains or losses,
none of which have been anticipated at this time.

The results were developed with various data as at the valuation date that were provided to us: plan membership
data, plan assets data, plan provisions and statement of investment policy. Towers Watson Canada Inc.

(“Willis Towers Watson”) has relied on these data after verifying them and assessing their reasonableness. However,
Willis Towers Watson has not independently audited these data.

The information contained in this report was prepared for Hydro One Inc., for its internal use and for filing with the
Pension Authorities, in connection with the actuarial valuation of the plan prepared by Willis Towers Watson. This
report is not intended, nor necessarily suitable, for other parties or for other purposes. Furthermore, some results in
this report are based on assumptions mandated by legislation. These results may not be appropriate for purposes
other than those for which they were prepared. Willis Towers Watson is available to provide additional information with
respect to this report to the above-mentioned intended users upon request.

The numbers in this report are not rounded. The fact that numbers are not rounded does not imply a greater level of
precision than if the numbers had been rounded.

Definitions:

Pension Authorities means the Financial Services Commission of Ontario and the Canada Revenue Agency
("CRA").

Pension Legislation means the Pension Benefits Act (Ontario) and Regulation thereto and the Income Tax Act
(Canada) and Regulations thereto ("ITA").

WillisTowers Watson LiI"'I'l:l Willis Towers Watson Confidential
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 1

Introduction

Purpose

This report with respect to the Hydro One Pension Plan has been prepared for Hydro One Inc., the plan
administrator, and presents the results of the actuarial valuation of the plan as at December 31, 2018.

The principal purposes of the report are:

m to present information on the financial position of the plan on going concern, solvency and
hypothetical windup bases;

m to provide the basis for employer contributions.

Significant Events since Previous Actuarial Valuation (December 31, 2017)

Effective May 14, 2018, a new policy asset mix was adopted by Hydro One. This policy will be
implemented over the next several years, when the appropriate investment opportunities are available.
Notably this includes a shift towards real-estate and infrastructure and the removal of specific regional
equity and fixed income mandates. This report reflects the new policy asset mix.

In November 2018, an asset transfer application in respect of Customer Service Operations (CSO)
employees who transferred from Inergi LP to Hydro One was filed with the Pension Authorities. At the time
this report is being prepared, the application has not yet been approved by the Pension Authorities and
therefore, the impact of the past service transfer of assets and liabilities has not been reflected in this
report. A financial update as of December 31, 2018 in respect of the asset transfer, as required under
section 12 of the Ontario Regulation 310/13, is included as an Addendum to this report.

There have been no changes to the plan provisions and actuarial standards having an impact on the
valuation results. Changes to the going concern basis are described in Appendix C. Changes to the
solvency basis are described in Appendix D.

Subsequent Events

We completed this actuarial valuation on July 30, 2019.

On May 21, 2019, amendments to the Pension legislation were released. These amendments are
intended to clarify certain details related to the new funding framework that took effect on May 1, 2018.
The impact of these amendments, notably as it relates to the definition of “open” plan in the calculation of
the Provision for Adverse Deviations, has been reflected in this report.

WillisTowers Watson L1"1'l:l
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 2

In June 2019, a cost certificate effective January 1, 2019 was filed with the Financial Services Regulatory
Authority of Ontario. The present report takes precedence over the January 1, 2019 cost certificate.

Except as noted above, to the best of our knowledge and on the basis of our discussions with
Hydro One Inc., no events which would have a material financial effect on the actuarial valuation occurred
between the actuarial valuation date and the date this actuarial valuation was completed.

Next Valuation

The next actuarial valuation of the plan must be performed with an effective date not later than
December 31, 2021.

WillisTowers Watson LiI"'I'l:l Willis Towers Watson Confidential
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018

Section 1: Going Concern Financial Position

1.1 Statement of Financial Position

December 31, 2018

December 31, 2017

Going Concern Value of Assets

Actuarial Liability

Active and disabled members
Retired members and beneficiaries
Terminated vested members

Total actuarial liability

Actuarial Surplus (Unfunded Actuarial Liability)

Prior Year Credit Balance

Actuarial Surplus (Unfunded Actuarial Liability)
After Prior Year Credit Balance

Funded Ratio?
Provision for Adverse Deviations (PfAD)

Actuarial Surplus (Unfunded Actuarial Liability) After
Prior Year Credit Balance and PfAD

Excess Actuarial Surplus?

$  7,202,478000 $  6,932,459,000
$  1662,13809 $  1,894,495063
4,083,736,181 4,188,945,730
31,732,267 37,189,476

$ 5777606544 $  6,120,630,269
$ 1424871456 $ 811,828,731
(48,000,000) (48,000,000)

$  1,376,871,456 $ 763,828,731
124% 112%

350,805,224 N/A

$  1,026,066,232 763,828,731
$ 0 3 0

Notes:

1 After reflecting prior year credit balance.

2 Considered to be nil if there is a hypothetical windup or solvency deficit.

Comment:

m  The prior year credit balance is employer contributions made prior to the actuarial valuation date that
are in excess of the minimum required and are set aside as a reserve for application towards future

contribution requirements.

Page 7 of 69
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Hydro One Inc.
Hydro One Pension Plan

Actuarial Valuation as at December 31, 2018 4
1.2 Reconciliation of Financial Position

Actuarial surplus (unfunded actuarial liability) as at 811,828,731
December 31, 2017 before reflecting the Prior Year Credit

Balance

Net special payments 0
Application of:

= Actuarial surplus $

m Prior year credit balance 0
Expected interest on:

m Actuarial surplus (unfunded actuarial liability) $ 43,838,751

m Net special payments 0

m  Application of actuarial surplus 0

m  Application of prior year credit balance 0 43,838,751
Plan experience:

m Investment gains (losses) $ 132,768,855

m Salary and YMPE gains (losses) 9,968,737

m  Retirement gains (losses) (14,059,141)

s Withdrawal gains (losses) (6,623,303)

m  Mortality gains (losses) (7,702,027)

m  Gains (losses) from contractual pension increases (16,001,483)

m Miscellaneous liability gains (losses) (14,211,650) 84,139,988
Change in actuarial basis 485,063,986

Actuarial surplus (unfunded actuarial liability) as at
December 31, 2018 before reflecting the Prior Year Credit
Balance and PfAD

1,424,871,456

WillisTowers Watson LiI"'I'l:l
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Hydro One Inc.
Hydro One Pension Plan

Actuarial Valuation as at December 31, 2018 5
1.3 Contributions (Ensuing Year)

December 31, 2018 December 31, 2017
Employer Normal Actuarial Cost
Normal actuarial cost in respect of benefits $ 113,346,619 $ 120,445,195
Provision for Adverse Deviations (PfAD) 6,671,594 N/A
Estimated member contributions (53,554,752) (49,552,747)
Employer normal actuarial cost $ 66,463,461 $ 70,892,448
Estimated payroll 584,820,060 533,584,509
Employer normal actuarial cost as % of payroll 11.4% 13.3%
Reconciliation of Employer Normal Actuarial Cost Rule
Employer normal actuarial cost as a % of payroll at December 31, 2017 13.3%
m  Changes in membership profile (0.1)%
= Changes in actuarial basis (3.00%
m Change in the PfAD level 1.2%
Employer normal actuarial cost as a % of payroll at December 31, 2018 11.4 %

WillisTowers Watson L1"1'l:l
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018

1.4

Reconciliation of Prior Year Credit Balance (cash basis)

Prior year credit balance as at December 31, 2017

Actual employer contributions:

Employer normal actuarial cost

Going concern amortization payments
Solvency amortization payments
Transfer deficiency payments

Prior year credit balance

Other contributions

Minimum employer contributions required:

Employer normal actuarial cost

Going concern amortization payments
Solvency amortization payments
Transfer deficiency payments

Other contributions

Application against unfunded actuarial liability

Prior year credit balance as at December 31, 2018

$

75,042,000
0

o O O o

$

(75,042,000)
0

0
0
0

48,000,000

75,042,000

(75,042,000)

$

48,000,000

WillisTowers Watson LiI"'I'l:l
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018

Section 2: Solvency and Hypothetical

Windup Financial Position

2.1 Statement of Solvency and Hypothetical Windup Financial Position

December 31, 2018

December 31, 2017

Solvency Value of Assets

$  7,305,522,000
(7,000,000)

Market value of assets $ 7,208,634,000
Provision for plan windup expenses (7,000,000)
Total solvency value of assets $ 7,201,634,000

Solvency Liability

$ 7,298,522,000

$ 2,172,760,741
4,334,621,102
40,324,067

Active and disabled members $ 2,068,058,939
Retired members and beneficiaries 4,433,823,741
Terminated vested members 37,708,259
Total solvency liability $ 6,539,590,939
Solvency Surplus (Unfunded Solvency Liability) $ 662,043,061
Prior Year Credit Balance $ 48,000,000
Solvency ratio Not less than 100%
Value of excluded benefits $ 3,256,931,443
Total hypothetical windup liability 9,796,522,382
Hypothetical Windup Surplus (Unfunded $ (2,594,888,382)

Hypothetical Windup Liability)

Lesser of estimated employer contributions for the 48,000,000
period until the next actuarial valuation and the prior
year credit balance

Transfer ratio 73%

$ 6,547,705,910

$ 750,816,090
$ 48,000,000

Not less than 100%

$ 3,482,126,137
10,029,832,047

$ (2,731,331,047)

48,000,000

73%

WillisTowers Watson L1"1'l:l
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 8

December 31, 2018 December 31, 2017

PBGF Information

Ontario PBGF liability $ 6,539,590,939 $  6,547,705,910
Ontario asset ratio Not less than 100% Not less than 100%
Ontario portion of the fund $ 7,208,634,000 $ 7,305,522,000
PBGF assessment base $ 0 $ 0
Ontario additional PBGF liability $ 0 $ 0
Comments:

m The solvency actuarial valuation results presented in this report are determined under a scenario
where, following a plan windup, the employer continues its operations.

= The hypothetical windup valuation results presented in this report are determined under a scenario
where, following a plan windup, the employer continues its operations.

m As the transfer ratio is less than 1.00, transfer deficiencies must be paid over a maximum period of
five years unless the cumulative transfer deficiencies are within the limits prescribed by the Pension
Legislation or the employer remits additional contributions in respect of the transfer deficiencies.
Pursuant to Regulations 19(4) or 19(5) to the Pension Legislation, approval of the Chief Executive
Officer will be required to make commuted value transfers if there has been a significant decline in the
transfer ratio after the actuarial valuation date.

WillisTowers Watson LiI"'I'l:l Willis Towers Watson Confidential
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 9

2.2 Determination of the Statutory Solvency Excess (Deficiency)

In calculating the statutory solvency excess (deficiency), various adjustments can be made to the solvency
financial position.

December 31, 2018 December 31, 2017

Solvency surplus (unfunded solvency liability) $ 662,043,061 $ 750,816,090

Adjustments to solvency position:

m Present value of existing amortization payments $ 0 $ 0
m  Smoothing of asset value (6,156,000) (373,063,000)
= Adjustment to reflect reduced solvency deficiency? 991,252,410 N/A
m  Averaging of liability discount rate (68,758,462) 201,718,938
m Prior year credit balance (48,000,000) (48,000,000)
m Total $ 868,337,948 $ (219,344,062)
Statutory solvency excess (deficiency) $ 1,530,381,009 $ 531,472,028
Note:

! Reflects 15% of the solvency liabilities based on the discount rates after averaging.

WillisTowers Watson L1"1'l:l
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018

Section 3: Contributions

3.1 Estimated Minimum Employer Contribution (Ensuing Years)

Year 2019 2020 2021

Employer Normal Actuarial $ 66,463,461 $ 65,993,735 $ 65,248,200
Cost (including the PfAD)

Amortization Payments

m  Going concern

= Solvency

= Sub-total $ 0o 3 0 $

Application of Prior Year 0 0 0
Credit Balance *

Application of available 0 0 0
actuarial surplus

Estimated Minimum $ 66,463,461 $ 65,993,735 % 65,248,200
Employer Contribution

Note:

1 As at the actuarial valuation date a $48,000,000 Prior Year Credit Balance exists, which may be applied to reduce Employer
contributions in 2019, 2020 or 2021.

3.2 Estimated Maximum Employer Contribution (Ensuing Year)

December 31, 2018

Employer Normal Actuarial Cost $ 66,463,461

Greater of the Unfunded Actuarial Liability and the 2,594,888,382
Unfunded Hypothetical Windup Liability

Estimated Maximum Employer Contribution $ 2,661,351,843

WillisTowers Watson L1"1'l:l
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 12

3.3 Timing of Contributions

Employer normal cost and member contributions: monthly and within 30 days of the month to which they
pertain.

Amortization payments: monthly before the end of the month to which they pertain (or replaced by an
equivalent letter of credit), if applicable.

Adjustment to contributions made since the valuation date: within 60 days from the date that this report is
filed with the Pension Authorities.

WillisTowers Watson LiI"'I'l:l Willis Towers Watson Confidential
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Hydro One Inc.
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 13

Section 4: Actuarial Opinion

In our opinion, for the purposes of the going concern, solvency and hypothetical windup valuations:

m the membership data on which the actuarial valuations are based are sufficient and reliable,
m the assumptions are appropriate, and

m the methods employed in the actuarial valuations are appropriate.

This report has been prepared, and our opinion has been given, in accordance with accepted actuarial
practice in Canada. The actuarial valuations have been conducted in accordance with our understanding
of the funding and solvency standards prescribed by the Pension Legislation.

Towers Watson Canada Inc.

Davs G{ms&f@s sanne ﬂé%w

Davis Gonsalves Suzanne Jacques
Fellow of the Canadian Institute of Actuaries Fellow of the Canadian Institute of Actuaries

Toronto, Ontario
September 19, 2019

WillisTowers Watson L1"1'l:l
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Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 15

Appendix A: Significant Terms of
Engagement and Certificate of the Plan
Administrator

A.1 Significant Terms of Engagement

For purposes of preparing this actuarial valuation report, the plan administrator has directed that:

m The actuarial valuation is to be prepared as at December 31, 2018.
= No margins for adverse deviations are to be used.

m For the purpose of determining the going concern discount rate, the investment policy dated May 14,
2018, which is the most up-to-date version, should be considered. There are no expectations that the
target asset class distribution will be modified in the future.

m For purposes of determining the Provision for Adverse Deviations level as at December 31, 2018, the
actual asset allocation based on the December 31, 2018 audited financial statements and additional
information related to the investment categories provided directly by the plan administrator should be
used.

m  For purposes of determining the Provision for Adverse Deviations level, the plan is to be considered
open to new entrants, as defined in the Pension legislation.

m  The going concern value of assets is to be determined using the averaging technique described in the
Asset Valuation Method section in Appendix C.

m The going concern valuation should use the projected unit credit actuarial cost method.

m For purposes of determining the solvency liabilities of the plan, certain benefits are to be excluded
without requiring an election from the employer.

m The solvency and hypothetical windup valuation results are to be determined under a scenario where
the employer continues to operate and certain expenses are paid from the pension fund (consistent
with past practice) while the employer pays other plan expenses.

m This report is to be prepared on the basis that the employer is entitled to apply the available actuarial
surplus, if any, to meet its contribution requirements under the plan.

Should these directions from the plan administrator be amended or withdrawn, Willis Towers Watson
reserves the right to amend or withdraw this report.

WillisTowers Watson L1"1'l:l
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A.2 Certificate of the Plan Administrator
| hereby certify that to the best of my knowledge and belief:

m the significant terms of engagement contained in Appendix A of this report are accurate and reflect the
plan administrator's judgement of the plan provisions and/or an appropriate basis for the actuarial
valuation of the plan;

m the information on plan assets, including the information on the investment policy and intended
changes to the asset mix distribution after the valuation date, if any, forwarded to Towers Watson
Canada Inc. and summarized in Appendix B of this report is complete and accurate;

m the data forwarded to Towers Watson Canada Inc. and summarized in Appendix E of this report are a
complete and accurate description of all persons who are members of the plan, including beneficiaries
who are in receipt of a retirement income, in respect of service up to the date of the actuarial
valuation;

m the summary of plan provisions contained in Appendix F of this report is accurate;

m for purposes of determining the Provision for Adverse Deviations level, the fixed income allocation for
each asset class shown in Appendix G is appropriate; and

m except as noted in the Introduction of the report, there have been no events which occurred between

the actuarial valuation date and the date this actuarial valuation was completed that may have a
material financial effect on the actuarial valuation.

& September 24, 2019

Signature Date

Robert Cultraro SVP, Chief Investment and Pension Officer
Name Title
WillisTowers Watson L:1"I'l:l Willis Towers Watson Confidential
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B.1 Statement of Market Value
December 31, 2018 December 31, 2017

m Total invested assets $ 7,208,634,000 $ 7,305,522,000
Net outstanding amounts:
m  Contributions receivable

- Employer normal cost $ 0 $ 0

- Members contributions 0 0

- Amortization payments 0 0

- Others 0 0
m Benefits payable 0 0
m Expenses and other payables 0 0
m Total net outstanding amounts $ 0 $ 0
Total Assets $ 7,208,634,000 $ 7,305,522,000

Comment:

m The data relating to the invested assets are based on the financial statements issued by KPMG. The
data relating to net outstanding amounts were furnished by Hydro One Inc.

Page 21 of 69
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B.2 Asset Class Distribution

The following table shows the target asset allocation stipulated by the plan’s investment policy in respect
of major asset classes and the actual asset allocation as at December 31, 2018.

Actual asset allocation as

Target asset allocation at December 31, 2018

Global equities 40.0% 47.8%
Private equities 5.0% 2.7%
Real estate and infrastructure 20.0% 9.2%
Bonds and debentures 33.0% 38.3%
Cash and short-term investments 2.0% 2.0%
Total 100.0% 100.0%
WillisTowers Watson L:1"I'l:l Willis Towers Watson Confidential
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B.3 Reconciliation of Invested Assets (Market Value)

Assets as at January 1, 2018

Receipts:
= Contributions:
- Employer normal actuarial cost
- Employer amortization payments
- Member required contributions
- Past service contributions
- Provision for non-investment expenses
m Investment return, net of investment expenses

m Total receipts

Disbursements:
m Benefit payments:
- Pension payments
- Lump sum settlements
- Other benefit payments
= Non-investment expenses

m Total disbursements

Assets as at December 31, 2018

$ 7,305,522,000

$ 75,042,000
0
52,525,000
451,000
0 $ 128,018,000
161,011,000
$ 289,029,000
$  (324,564,000)

(34,403,000)
0 $ (358967,000)

(26,950,000)
$  (385,917,000)

$ 7,208,634,000

Comments:

m This reconciliation is based on the financial statements issued by KPMG.

m The rate of return earned on the market value of assets, net of all expenses, from December 31, 2017

to December 31, 2018 is approximately 1.9% per annum.

Page 23 of 69
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Appendix C: Actuarial Basis - Going
Concern Valuation

C.1 Methods

Asset Valuation Method

The going concern value of assets was calculated as the average of the market value of invested assets
at the valuation date and the four previous years' adjusted market values. The market values at
December 31 of each of the four preceding years were accumulated to the valuation date with net cash
flow (i.e., contributions less benefit payments) and assumed investment return. Net cash flow was
assumed to occur uniformly throughout each year. Assumed investment return for a year was calculated
assuming that each year, the assets earned interest at the going concern discount rate in effect for that
year. Finally, this 5-year average of adjusted market values was then adjusted for net outstanding
amounts.

The objective of the asset valuation method is to produce a smoother pattern of going-concern surplus
(deficit) and hence a smoother pattern of contributions, consistent with the long-term nature of a going
concern valuation.

Such smoothing is achieved by use of an averaging process which systematically recognizes investment
returns different from expectations over a 5-year period, with 20% recognized at the valuation date and the
remainder at a rate of 20% per year. This method will be expected to average periods of outperformance
with periods of underperformance.

The expected return of the going concern discount rate has been selected to equal the expected return on
the assets over long periods of time, with a margin for adverse deviations. As such, it is anticipated that,
on average, the asset valuation method will tend to produce a result that is somewhat less than the market
value of assets.

Actuarial Cost Method

The actuarial liability and the normal actuarial cost were calculated using the projected unit credit cost
method (benefit accrual).

WillisTowers Watson L1"1'l:l
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C.2 Actuarial Assumptions
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December 31, 2018

December 31, 2017

Economic Assumptions
(per annum)

Liability discount rate
Rate of inflation

Rate of salary increase

Escalation of YMPE under
Canada/Québec Pension Plan?

Escalation of Income Tax Act
(Canada) maximum pension limit*

Interest on members' contributions

Demographic Assumptions
Mortality

Retirement from active membership

Pension commencement after
termination of employment

Withdrawal

Disability incidence/recovery

Other

Percentage of members with an
eligible spouse at pension

commencement and electing joint and

survivor pension form

Years male spouse older than female

spouse

Provision for non-investment
expenses

6.00%
2.00%

2.50% plus Merit and
Promotion (see Table 1)!

3.00%
3.00%

2.00%

95% of the 2014 Private
Sector Canadian Pensioners'
Mortality Table, projected
generationally using Scale
CPM-B

Age and service related rates
(see Table 2)

Age 65

Age-related rates
(see Table 3)

Age-related rates
(see Table 4)

90%

None; return on plan assets is
net of all expenses

5.40%
Same
2.50% plus Merit and

Promotion (see Table 1)?
Same

Same

Same

Same

Same
Same
Same

Same

Same

Same

Same

WillisTowers Watson LiI"I'l:l
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Notes:

1 For PWU members for 2019 and 2020, 1.5% p.a. increase plus merit and promotion (per applicable collective bargaining
agreement).

2 For Society for 2018, 0.5% increase plus merit and promotion (per applicable collective bargaining agreement).

3 The YMPE of $57,400 for 2019 is the starting value for the YMPE projection as at the current actuarial valuation and is indexed
starting in 2020.

4 The Income Tax Act (Canada) maximum pension limit of $3,025.56 per year of service in 2019 is the starting value for maximum
pension limit projection as at the current valuation and is indexed starting in 2020.

Table 1 — Merit and Promotion Scale

First 4 Years of

Age Employment Subsequent Years

Under 25 7.5% 2.0%
25-29 5.5% 2.0%
30-34 3.5% 2.0%
35-39 3.5% 1.5%
40 - 44 3.5% 1.5%
45 - 49 2.0% 1.0%
50 -54 2.0% 1.0%
55 - 59 1.0% 0.5%
60 & over 1.0% 0.0%

Table 2— Retirement Rates

Eligible for Unreduced Retirement Not Eligible for

Based on points 35 years of service Unreduced
Age (82 or 85) and over Retirement
Under 55 10% 30% 0%
55 to 59 15% 30% 5%
60 to 64 12% 30% 7%
65 50% 30% 20%
66 to 69 25% 30% 15%
70 and over 100% 100% 100%

WillisTowers Watson L1"1'l:l
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Table 3— Withdrawal Rates

Service (years) Male & Female
Under 20 1%
20 and over 0%

Table 4 — Sample Disability Rates

Age Male & Female
Under 25 0.100%
25 0.100%
30 0.105%
35 0.110%
40 0.115%
45 0.120%
50 0.295%
55 1.000%
60 and above 1.878%
WillisTowersWatson LI"1'lil Willis Towers Watson Confidential
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C.3 Rationale for Actuarial Assumptions

The rationale for the material actuarial assumptions used in the going concern valuation is summarized
below.

The going concern assumptions do not include margins for adverse deviations as a separate Provision for
Adverse Deviations has been applied to the actuarial liability and normal actuarial cost.

Liability discount rate

The assumption is an estimate of the expected long-term return on plan assets adjusted as follows:

m Expected long-term return on plan assets before adjustments 6.06 %
m Investment management fees (0.04)%
= Adjustment for non-investment expenses paid by the plan (0.07)%
m  Rounding effect 0.05 %
m Expected long-term return on plan assets after adjustments and margin 6.00 %

Rate of inflation

Estimate of future rates of inflation considering economic and financial market conditions at the valuation
date.

Rate of salary increase

m  Assumed rate of inflation per annum 2.00%
m Effect of real economic growth and productivity gains in the 0.50%
economy

m Individual employee merit and promotion based on a scale which
varies by age and service

m Total rate of salary increase 2.50% plus Merit and
Promotion (see Table 1)

Escalation of YMPE under C/QPP and ITA limit

Indexed annually based on increases in the Industrial Aggregate Wage index for Canada, assumed to be
a rate of inflation of 2.00% per annum, plus 1.00% per annum for the effect of real economic growth and
productivity gains in the economy.

WillisTowers Watson L1"1'l:l
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Mortality

Base mortality rates from the CPM2014Priv table, with a multiplier of 95% based on a review of the
experience of the plan’s actual mortality experience over the period 2007-2015 are considered reasonable
for the actuarial valuation. Applying improvement scale CPM-B generationally provides allowance for
improvements in mortality after 2014 and is considered reasonable for projecting mortality experience into
the future.

Retirement from active membership

The rates of retirement were developed based on a review of plan experience for the years 2007 to 2015
and an assessment of future expectations. All members are assumed to commence their pension at
retirement date.

Pension commencement after termination of employment

All terminated members are assumed to commence their pension at the age that produces the highest
liability.

Withdrawal

The rates of withdrawal were developed based on a review of plan experience for the years 2007 to 2015
and an assessment of future expectations.

Percentage of involuntary terminations of employment

No allowance has been made for involuntary terminations of employment since assuming otherwise would
not have a material impact on the actuarial valuation results.

Disability incidence/recovery

The rates of disability incidence/recovery are based on a prior assessment performed by Mercer (Canada)
Limited. The use of a different assumption would not have material impact on the actuarial valuation
results.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
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Percentage of members with an eligible spouse at pension commencement and electing joint and
survivor pension form

When provided, the actual data for the spouse and form of payment were used for retired members. For
other members, the assumed percentage of members with a spouse is based on the percentages for the
general population and an assessment of future expectations for members of the plan.

Years male spouse older than female spouse

When provided, the actual data for the spouse were used for retired members. For other members, the
assumption is based on surveys of the age difference in the general population, a review of plan data for
the years 2007 to 2015, and an assessment of future expectations for members of the plan.

Provision for non-investment expenses

The liability discount rate is net of all expenses. The assumed level of expenses reflected in the liability
discount rate is based on recent experience of the plan and an assessment of future expectations.

WillisTowers Watson L1"1'l:l
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Appendix D: Actuarial Basis - Solvency and
Hypothetical Windup Valuations

D.1 Methods
Asset Valuation Method

The market value of assets, adjusted for net outstanding amounts, has been used for the solvency and
windup valuations. The resulting value has been reduced by a provision for plan windup expenses.

The adjustment in respect of the smoothing of solvency assets for purposes of determining the statutory
solvency deficiency was calculated as the difference between the going concern value of assets used for the
going concern valuation and the market value of assets.

Liability Calculation Method

The solvency and hypothetical windup liabilities for members were calculated using the traditional unit credit
cost method.

Other Considerations

The solvency and hypothetical windup valuations have been prepared on a hypothetical basis. In the
event of an actual plan windup, the plan assets may have to be allocated between various classes of plan
members or beneficiaries as required by applicable Pension Legislation. Such potential allocation has not
been performed as part of these solvency and hypothetical windup valuations.

D.2 Solvency Incremental Cost Actuarial Method

To calculate the Solvency Incremental Cost ("SIC"), we used the same method as for the solvency
valuation.

No new entrants have been considered on the basis that such assumptions would not have a material
impact on the SIC. The benefits and members' contributions were projected using the going concern
valuation assumptions and the plan provisions.

We adjusted the expected settlement method at the end of the projection period to reflect demographic
evolution. Regardless of that change, we used the discount rate applicable to the settlement method at the
valuation date for each member.

The liability discount rates (before averaging) are assumed to remain at their current level over the
projection period.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
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D.3 Actuarial Assumptions

December 31, 2018 December 31, 2017

Economic Assumptions (per annum)

Liability discount rate

m  Annuity purchase (non-indexed) 3.20% 3.10%

= Annuity purchase (fully-indexed) 0.08% -0.13%

= Annuity purchase (partially-indexed)* 0.85% 0.68%

m  Commuted value transfer (non-indexed) 3.20% for 10 years, 2.60% for 10 years,
3.40% thereafter 3.40% thereafter

s Commuted value transfer (fully-indexed)

s Commuted value transfer (partially-indexed)?*

Liability discount rate (after averaging for

solvency)

m  Annuity purchase

s Commuted value transfer

1.70% for 10 years,
1.80% thereafter

2.07% for 10 years,
2.17% thereafter

3.14%

2.52% for 10 years,
3.56% thereafter

1.40% for 10 years,
1.60% thereafter

1.70% for 10 years,
2.00% thereafter

3.37%

2.48% for 10 years,
3.80% thereafter

Same

Discount rate for determining amortization N/A
payments

Escalation of Income Tax Act (Canada) 1.14% for 10 years, 1.10% for 10 years,
maximum pension limitation 2 1.91% thereafter 2.04% thereafter

Demographic Assumptions

Mortality CPM2014 Canadian Same
Pensioners' Mortality
Table, projected
generationally using Scale
CPM-B

Retirement/pension commencement Described in section D.4 Same

WillisTowers Watson L1"1'l:l
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December 31, 2018 December 31, 2017
Other
Percentage of members with an eligible spouse  90% Same
at pension commencement and electing joint
and survivor pension form
Years male spouse older than female spouse 3 Same
Percentage of members receiving settlement by  Retired members and Same

commuted value transfer 3

Provision for expenses

= Solvency and Hypothetical windup

beneficiaries: 0%

Other members:
= Not eligible for
retirement: 60%
m Eligible for
retirement: 20%

$7,000,000 Same

Notes:

t Applicable to New Society and New Management members only.

2 The Income Tax Act (Canada) maximum pension limit is $3,025.56 per year of service in 2019 and is indexed starting in 2020.

8 The balance are assumed to receive settlement by annuity purchase.

WillisTowers Watson LiI"I'l:l
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D.4 Rationale for Actuarial Assumptions

The rationale for the material actuarial assumptions used in the solvency and hypothetical windup
valuations is summarized below.

The actuarial assumptions used in the solvency and hypothetical windup valuations do not include
margins for adverse deviations.

Liability discount rate

Portion of the solvency and hypothetical windup liabilities expected to be settled by a group annuity
purchase: based on the CIA annuity purchase guidance applicable at the valuation date which
corresponds to an approximation of the annuity purchase rate. The duration of the liabilities assumed to be
settled through the purchase of non-indexed annuities is 11.9.

Portion of the solvency and hypothetical windup liabilities expected to be settled by commuted value
transfer: determined in accordance with the Standards of Practice for Pension Commuted Values in effect
at the valuation date.

Liability discount rate for solvency (after averaging)
The average discount rates for calculation of the statutory solvency deficiency are based on the following:

m Benefits that are expected to be settled by a group annuity purchase, the average of the annualized
approximate annuity purchase rates at December 31, 2018 and the four previous year-ends?,
determined as follows:

December 31, 2014 3.18%
December 31, 2015 3.10%
December 31, 2016 3.10%
December 31, 2017 3.10%
December 31, 2018 3.20%
Average 3.14%
Note:

1 The approximate annuity purchase interest rates prior to October 1, 2015 have been adjusted to reflect the change in the
mortality table assumption applicable to the determination of liabilities settled by group annuity purchase.

WillisTowers Watson L1"1'l:l
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Benefits that are expected to be settled by commuted value transfers, the average of the interest rates
determined under the Standards of Practice for Pension Commuted Values, published by the Canadian
Institute of Actuaries, at December 31, 2018 and the four previous year-ends?, determined as follows:

Rate for 10 years Rate after 10 years

December 31, 2014 2.50% 3.80%
December 31, 2015 2.10% 3.70%
December 31, 2016 2.20% 3.50%
December 31, 2017 2.60% 3.40%
December 31, 2018 3.20% 3.40%
Average 2.52% 3.56%
Note:

! The Standards of Practice for Pension Commuted Values effective on December 31, 2018 are assumed to have always
been in effect when determining the interest rates prior to October 1, 2015.

Escalation of Income Tax Act (Canada) maximum pension limitation

The maximum pension limitation under the Income Tax Act (Canada) is scheduled to be indexed annually
based on assumed increases in the Industrial Aggregate Wage index. This assumption has been
determined as the underlying inflation rates from the rates applicable to benefits expected to be settled by
commuted value transfers (after averaging for solvency). For simplicity, this assumption has also been
used for the benefits that are expected to be settled by a group annuity purchase.

Pre-retirement and Post-retirement pension increases

For the solvency valuation, as permitted under the Pension Legislation, post-retirement pension increases
are assumed to be nil. For the hypothetical windup valuation, the assumption has been determined by
applying the post-retirement increase provision specified in the plan to the inflation assumption.

Mortality

For the benefits that are expected to be settled by a group annuity purchase: based on CIA annuity
purchase guidance.

For benefits that are expected to be settled by commuted value transfer: prescribed table. No pre-
retirement mortality has been assumed in order to approximate the value of pre-retirement death benefits.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
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Retirement/pension commencement

For active and disabled members:

= Members eligible to retire: pension commences at the age that produces the highest actuarial value
(including statutory grow-in rights).

= Members with age plus continuous service greater than or equal to 55 years: pension commences at
the age that produces the highest actuarial value of pension (including statutory grow-in rights).

m Other members: age that produces the highest actuarial value.

For deferred vested members:

m  Members are assumed to retire at the earliest age at which they qualify for an unreduced pension.

For the benefits that are expected to be settled by a group annuity purchase, this is consistent with the
expected assumption that will be used by insurers to price the group annuity. For benefits that are
expected to be settled by commuted value transfers, this assumption is in accordance with the Canadian
Institute of Actuaries’ Standards of Practice for Pension Commuted Values.

Percentage of members with an eligible spouse at pension commencement and electing joint and
survivor pension form

See rationale for going concern assumptions in Appendix C.

Years male spouse older than female spouse

See rationale for going concern assumptions in Appendix C.

Percentage of members receiving settlement by commuted value transfer

This assumption has been determined by considering the benefit provisions of the plan, legislative
requirements to offer specific settlement options to various classes of members, and, in particular, the
options to be provided to members upon plan windup.

The assumption also reflects the expectation that members further from retirement are more likely to elect
to settle their pension benefit by a commuted value transfer, while members closer to retirement are more
likely to elect to settle their pension benefit through a group annuity purchase where this option is
available. In addition, the assumption reflects past plan experience for terminating and retiring members.

WillisTowers Watson L1"1'l:l
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Provision for expenses

Allowance was made for normal administrative, actuarial, legal and other costs which would be incurred if
the plan were to be wound up (excluding costs relating to the resolution of surplus or deficit issues). The
actuarial valuation is premised on a scenario in which the employer continues to operate after the windup
date. In establishing the allowance for plan windup costs, certain administrative costs were assumed to be
paid from the pension fund (consistent with past practice) while other costs were assumed to be borne
directly by the employer.
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December 31, 2018

December 31, 2017

Active members

Number

Average age

Average service

Annual payroll

Average salary

Accumulated contributions with interest

Disabled members

Number
Average age
Average service
Annual payroll
Average salary

Accumulated contributions with interest

Retired members

Number

Average age

Total annual pension
Average annual pension?

Total temporary annual pension

Beneficiaries and Survivors

Number

Average age

Total annual pension
Average annual pension?

Total temporary annual pension

5,417

43.8

11.9
573,175,762
105,811
400,687,906

182

53.3

18.7
16,744,522
92,003
11,946,420

5,775

71.9
261,518,671
45,285
21,738,013

1,717

81.1
46,592,190
27,136
344,094

5,165

43.7

12.6
548,752,740
106,244
381,013,270

143

54.2

22.3
12,955,921
90,601
9,899,469

5,698

71.6
250,806,450
44,017
21,816,672

1,751

81.4
46,336,455
26,463
351,395
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36

December 31, 2018

December 31, 2017

Terminated vested members
= Number

= Average age

m Total annual pension?

m  Average annual pension

302
53.7
$ 3,038,183
$ 10,060

305
54.2
$ 3,080,065
$ 10,099

Notes:

1 Excluding temporary annual pension.

2 Prior to application of Income Tax Act maximum pension limits.

The following distribution relates to active and disabled members. The following meanings have been

assigned to:

= Age: Age as at December 31, 2018

m Credited Service: Credited service as at December 31, 2018

m Earnings: Pensionable earnings for the year beginning January 1, 2019

WillisTowers Watson L1"1"l:l

Page 40 of 69

Willis Towers Watson Confidential



alal*l UOS]IEM SISMO] SHIIN

T°2T = 99IAI8S paupal) abelany

69 Jo Tt abed

1'¥77 = aby abelony

29€'S0T 8617'9TT €16'CTT 090'VTT €88'eeT 8/6'VTT 98€'0TT 202'90T 659'06  sBuiureq abeiany
665'S 96 0S¥ ocy 8¢ 194% 622'T TOS'T 't JaquinN [eloL
920'TTT LV9'TTT 89T'eCT 188'GeT G8T'00T 9TL'TTT T1S6'90T 8T5'€8 sBuiuieq abelany
18 8T LT 14 1T 8T 8 S JaquinN +G9
M Gev'8TT T0Z'80T €97'80T M 182'0TT 696'20T G92'80T ¥€L'06  sBuiureg abelony
YXAS VA% 8y 1514 9 1474 9 6€ 9€ J|qwinN  ¥9 - 09
2ec'oTT T6E'9TT 8GS'VTT €06'60T 8GT'GET GeT'eTT 896'G0T L€9'STT 0,168  sBuiureq abeiany
L 1€ €cc V1T 1T 16 1T 08 <72 JlequinN 69 - §9
796'60T 6178'0TT 8TG'LTT 260'92T TEV'VTT 0T8'60T 086'G0T 2968 sbBuiure3 abesany
918 19T 0T¢ T 16 €9T 76 S6 JBqwinN  ¥5 - 0S
M M GG8'CTT Try'set 029'8TT 110'VTT 66.'60T 950°€6  sBuiuse] abelony
9€s T 6v 8 89 LT 911 LT1T JBqwinN 6% - S¥
M M 1€9'9TT G/S'60T 6LV'TTT TT0'98  sBuiureq abeiany
999 T 91T €1¢ G8T 16T JlsqunN v -0v
898'70T €89'TCT LYE'TTT TOL'v0T 82226  sbuiure abelony
7v6 [44 95¢ 6S€ 1L0¢ JBqWiNN  6€ - S
S0v‘00T 6€8'60T 8.T'V0T 890°'T6  sBuiureq abesony
€V0'T 2T 199 GSe JBqwinN  ¥€ - 0
99/'26 G8T'.6 166'T6  sBuiureq abeiany
86€ 6S 6EE I8qWINN  6¢ - G¢
TEV'V8 TEY'Y8  sBuiurex sbelany
cv 2y BOWNN 5z >
[elol + GE 7€ - 0€ 6¢ - G¢ ¢ -0¢ 6T - ST vT-0T 6-G -0 aby
30IMIBS PaNpaId
L€ 810z ‘T€ Jaqwadad Je se Uoien[eA [euenioy

3 xipuaddy

ue|d uoisuad auQ 04pAH

'ou| 8UQ OJpAH



Hydro One Inc. Appendix E
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 38

Review of Membership Data

The membership data were supplied by Hydro One Inc’s third-party administrator, Morneau Shepell,
as at December 31, 2018.

Elements of the data review included the following:

m ensuring that the data were intelligible (i.e., that an appropriate number of records was obtained,
that the appropriate data fields were provided and that the data fields contained valid information);

m preparation and review of membership reconciliations to ascertain whether the complete
membership of the plan appeared to be accounted for;

m review of consistency of individual data items and statistical summaries between the current
actuarial valuation and the previous actuarial valuation;

m review of reasonableness of individual data items, statistical summaries and changes in such
information since the previous actuarial valuation date; and

m comparison of the membership data and the plan’s financial statements for consistency.

However, the tests conducted as part of the membership data review may not have captured certain
deficiencies in the data. We have also relied on the certification of the plan administrator as to the
quality of the data.
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Appendix F: Summary of Plan Provisions

The following is an outline of the principal features of the plan which are of financial significance to valuing
the plan benefits. This summary is based on the plan document as at November 7, 2016 and amendments
up to and including the valuation date, as provided by Hydro One Inc. It is not a complete description of
the plan terms and should not be relied upon for administration or interpretation of benefits. For a detailed
description of the benefits, please refer to the plan document.

F.1 DB Provisions

Membership
The following categories of employees are members of the Pension Plan:
a) All regular employees (see Note 1a and Note 1b);

b) Employees for whom the Office and Professional Employees International Union was the
bargaining agent prior to July 30, 1982;

c) Continuing construction employees who were members admitted to the Ontario Electricity
Financial Corporation Pension Plan and its predecessors;

d) Employees who became continuing construction clerical employees after July 29,1982 and before
August 8, 1984;

e) Employees who have completed three months of continuous employment as a probationary
employee (see Note 1a and Note 1b).

Note 1a: Management employees hired on or after January 1, 2004 and Society represented employees
hired on or after November 17, 2005 are eligible after completing three months of continuous employment
but are not required to join the Pension Plan.

Note 1b: Management employees who were not eligible to elect to become a member of the Pension Plan
on or after September 30, 2015 are no longer eligible to join the Pension Plan.

Any other employee who has completed twenty-four months of continuous employment and who has at
least 700 hours of employment or earnings of 35% of the Year's Maximum Pensionable Earnings
(“YMPE"), as defined under the Canada Pension Plan in each of the two previous consecutive calendar
years, may elect to become a member of the Pension Plan.
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Normal Retirement Date

a) Female members whose continuous employment commenced prior to January 1, 1976: The first
day of the month when she in fact retires, coincident with or next following the attainment of age
60 or any subsequent month up to the month coincident with or next following her 65th birthday.

b) All other members: The first day of the month coincident with or next following the attainment of
age 65.

Amount of Accrued Pension

Life Pension

a) 2% of the member’s “high three-year average” (see Note 6) for each year of credited service,
subject to a maximum of 35 years (see Note 2 and Note 3).

Note 2: For Management employees hired on or after January 1, 2004, and Society represented
employees hired on or after November 17, 2005 the reference to “high three-year average” is changed to
“high five-year average” for pensionable service while a Management or Society-represented employee.

Note 3: For members represented by PWU and the Society, for service accrued after March 31, 2025 for

current employees and new hires, the benefit calculated will be determined using “high five-year average”
(updated from “high three-year average” used for service accrued until March 31, 2025) as outlined in the
respective collective agreements.

LESS

b) 0.625% of the member’s “high five-year average” up to the “average YMPE” (see Note 6) for each
year of credited service included in (a) above subsequent to December 31, 1965, subject to a
maximum of 35 years — see Note 4.

Note 4: Effective July 1, 2001, for members of the PWU, and effective January 1, 2004, for Society
represented members hired before November 17, 2005; the factor is reduced from 0.625% to 0.50%.

Bridge Pension (see Note 5)

0.625% of the member’s “high five-year average” up to the “average YMPE” (see Note 6) for each year of
credited service included in (a) above, subject to a maximum of 30 years, multiplied by 35, and divided by
30. This is generally payable until age 65.

The bridge benefit is reduced for early retirement in accordance with the same early retirement reduction
provision applicable to the early retirement life pension described below.
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Note 5: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005, no bridge pension is payable for pensionable service
while a Management or Society-represented employee. Effective January 1, 2018, Society represented
employees hired on or after November 17, 2005 will be entitled to a bridge benefit equal to 0.625% up to
the average YMPE for each year of service from January 1, 2018 onward while the member is earning a
benefit under the basic formula.

Note 6: “High three-year average”/ “high five-year average” is the average of the member’s base annual
earnings plus bonuses up to a set percentage during the 36/60 consecutive months when the base
earnings were highest. For earnings after 1999, the percentage of bonus under the performance
achievement plan included in pensionable earnings is 50%. The “average YMPE” is the average of the
YMPE's during the 60 consecutive months when the base earnings were highest.

Early Retirement

Age Plus Service (See Note 7 and Note 8)

A member may retire prior to the normal retirement date without any reduction in the accrued pension, if
the sum of the member’s age and years of continuous employment is equal to or greater than 82 or the
member has 35 years of continuous employment, whichever occurs first (see Note 7).

Note 7: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005, retirement without reduction is available when the sum of
the employee’s age and years of pensionable service is equal to or greater than 85 or the employee has
35 years of pensionable service, whichever occurs first.

Note 8: For members represented by PWU, for service accrued after March 31, 2025, the early retirement
criteria for an unreduced pension will be changed from the sum of the employee’s age and years of
pensionable service is equal to or greater than 82 to the 85 as outlined in the collective agreement.

25 or More Years of Continuous Employment (see Note 9)

A member who does not qualify for the early retirement provisions above who is at least age 55 and has
25 or more years of continuous employment may retire prior to age 60, in which case the member’s
accrued pension is reduced by 3% for each year by which early retirement precedes age 60. These
reductions also apply to members who elected a deferred pension when they left the Pension Plan and
had 25 or more years of continuous employment.

Female Members with More Than 15 Years or Other Members with 15 or More Years but Less than 25
Years of Continuous Employment (see Note 9)

A female member whose continuous employment commenced prior to 1976 with at least 15 years of
continuous employment, or any other member with 15 or more years but less than 25 years of continuous
employment, who does not qualify for any of the previously mentioned early retirement provisions, may
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retire within 10 years of normal retirement date. In such a case the member’s accrued pension is reduced
by 2% for each year up to five years and 3% for each additional year by which the early retirement date
precedes the member’s normal retirement date.

These reductions apply with respect to a female member whose employment commenced prior to 1976
and who has a deferred pension and at least 25 years of continuous employment at retirement. For any
other members who have a deferred vested pension and have fewer than 25 years of continuous
employment and are at least age 55 when they request that the pension payments begin, the deferred
vested pension will be actuarially reduced (unless the member was eligible for an unreduced early
retirement provision in effect when the member terminated active employment).

Other Members

A member, who does not qualify under any of the previously mentioned early retirement provisions, may
retire within 10 years of normal retirement date. If the retirement occurred prior to July 1, 2012, the
member is also required to have at least two years of Pension Plan membership. In such a case, the
pension is the actuarial equivalent of the member’s deferred pension provided that the reduction shall not
be less than the minimum early retirement reduction required under the Income Tax Act (Canada).

Terminated Members with Deferred Pensions

A terminated member with a deferred pension may retire under any of the previously mentioned provisions
for early retirement without reduction provided that such provision was in effect on the date of termination.
In addition, if the member’s employment is terminated on or after July 1, 2012, the member may be eligible
for grow-in benefits under the Pension Benefits Act (Ontario) (“PBA”), resulting in the member being
entitled to early retirement benefits under the Pension Plan that the member would not otherwise be
eligible to receive on the date of termination.

Note 9: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005 all references to “continuous employment” are to be
replaced with “pensionable service” for service while a Management or Society-represented employee.

Postponed Retirement

Members who work past their normal retirement date shall continue to accrue benefits until December 1st
of the calendar year they reach age 71 (or the Income Tax Act age limit, if different), they reach the 35
year service limit, or they terminate employment, whichever occurs first. If a member reaches 35 years of
service and ceases contributions to the Pension Plan, service after 35 years is not counted in the
calculation of the member’s pension, but the pension is calculated using the member’s base earnings up
to the date of postponed retirement. If the member works past age 71, the member’s pension will
commence to be paid not later than December 1st of the year in which the member turns age 71.
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Pension Increases

Pension increases of 100% (see Note 10) of the increase in the Consumer Product Index (“CPI")
(Ontario), for the 12-month period ending in June of the previous year , will be given every January 1 to
pensioners, beneficiaries and terminated employees with deferred pensions to an annual maximum of 8%
each year after 1999. Any excess will be carried forward to use in future years up to the 8% limit.

Note 10: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005, pension increases of 75% CPI (Ontario) for the 12-month
period ending in June of the previous year will be given every January 1, to an annual maximum increase
of 6%, with no carry forward.

Disability

A totally disabled employee receives benefits from an income replacement plan and ceases to contribute
to the Pension Fund, but continues to accrue credited service. For this member, the base annual earnings
for pension purposes are deemed to be increased by the same percentage increases described for
pensions above.

Employee Contributions

Members represented by the Management hired on or after January 1, 2004 contribute at the following
rates until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2018,

i. 7.75% of base annual earnings up to the YMPE; and

ii. 9.75% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

i. 8.25% of base annual earnings up to the YMPE; and

ii. 10.75% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Members represented by the Management hired before January 1, 2004 contribute at the following rates
until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2018,

iii. 8.00% of base annual earnings up to the YMPE; and

iv. 10.00% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

iii. 8.75% of base annual earnings up to the YMPE; and

iv. 11.25% of base annual earnings in excess of the YMPE;

up to the limits established by the Income Tax Act.
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Members represented by the Society hired on or after November 17, 2005 contribute at the following rates
until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2018,

V. 7.75% of base annual earnings up to the YMPE; and

Vi. 9.75% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

V. 8.25% of base annual earnings up to the YMPE; and

Vi. 10.75% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Members represented by the Society hired before November 17, 2005 contribute at the following rates
until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2018,

Vil. 8.25% of base annual earnings up to the YMPE; and
Viii. 10.25% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

Vil. 8.75% of base annual earnings up to the YMPE; and
Viii. 11.25% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Note 11: For Society represented members hired before November 17, 2005, contributions increase by
0.5% in the event that after January 1, 2004 a valuation report reveals that the solvency assets are lower
than 106% of the solvency liabilities. Effective April 1, 2018 this clause is no longer applicable.

Members represented by the PWU contribute at the following rates until they complete 35 years of
credited service:

On and after December 31, 2017,
iX. 8.75% of base annual earnings up to the YMPE; and
X. 11.25% of base annual earnings in excess of the YMPE;

up to the limits established by the Income Tax Act.

Death Before Retirement

No Surviving Spouse or Eligible Dependent Children

Fewer than two years of Pension Plan membership (Deaths prior to July 1, 2012)
The member’s beneficiary or estate receives a cash refund of the member’s contributions plus interest.
Two or more years of Pension Plan membership

The beneficiary or estate will receive the following:

WillisTowers Watson L1"I'l:l
Page 49 of 69



Hydro One Inc. Appendix F
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 46

m For pre-1987 service: a cash refund of the member’s contributions plus interest.

m For post-1986 service: a lump sum equal to the commuted value of the member’s pension earned
since 1986, plus a refund of any excess contributions.

For deaths occurring on or after July 1, 2012, the beneficiary or estate will be entitled to the death benefits
described above regardless of the member’s length of service.

Surviving Spouse (see Note 12)

Fewer than two years of Pension Plan membership and less than 10 years of continuous employment
The beneficiary or estate receives a cash refund of the member’s contributions plus interest.
Fewer than two years of Pension Plan membership and more than 10 years of continuous employment

The surviving spouse receives an immediate pension of 66.67% of the member’s accrued pension earned
to the date of death.

More than two years of Pension Plan membership, but less than 10 years of continuous employment

For pre-1987 service: The beneficiary or estate receives a cash refund of the member’s contributions plus
interest.

For post-1986 service:
m The beneficiary or estate receives a refund of any excess member contributions; and
m The surviving spouse chooses either:

a. alump-sum payment equal to the commuted value of the pension earned after 1986, or
b. an immediate or deferred pension with a commuted value equal to pension earned after 1986.
More than two years of Pension Plan membership, and more than 10 years of continuous employment

For pre-1987 service: The surviving spouse receives an immediate pension of 66.67% of the member’s
accrued pension earned prior to 1987.

For post-1986 service:
m The beneficiary or estate receives a refund of any excess member contributions; and
m The surviving spouse chooses either:
m alump-sum payment equal to the commuted value of the pension earned after 1986, or

m an immediate or deferred pension with a commuted value equal to pension earned after 1986. The
immediate pension will not be less than 66.67% of the pension earned after 1986.

Note 12: For deaths occurring on or after July 1, 2012, the surviving spouse’s entitlement to death
benefits for post-1986 service shall be determined without reference to whether the member had more or
less than two years of Pension Plan membership. In addition, for deaths occurring on or after July 1,
2012, if the surviving spouse is entitled to the death benefits in respect of the member’s post-1986 service,
the surviving spouse is also entitled to an amount equal to the member’s contributions, with interest, in
respect of pre-1987 service, rather than the designated beneficiary or estate.
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Dependent Children, No Surviving Spouse

If the member completed 10 years of continuous employment, the survivor’'s pension is payable to the
surviving spouse until death or, if there is no eligible spouse, to the dependent children until age 18 (longer
if disabled or in full-time attendance at a school or university). The total benefits paid are subject to a
minimum of the member’s contributions with interest. A payment of the commuted value of the member’s
deferred pension less the commuted value of the pension payable to any dependent children is made to
the beneficiary or estate.

Death After Retirement

A survivor’s pension, being an amount equal to 66.67% of the pension to which the member would have
been entitled, is payable on death after retirement to the surviving spouse, subject to other options chosen
at the time of retirement. If the survivor spouse subsequently dies and is survived by the dependent
children, or the member does not have a surviving spouse and is survived only by dependent children, the
66.67% survivor pension is split among the dependent children and is payable to age 18 (longer if
disabled or in full-time attendance at a school or university).

If the member does not have a surviving spouse at retirement, the normal form of pension is a pension
payable for life with a guarantee of 60 payments.

Optional forms of pension are available on an actuarially equivalent basis.

Termination of Employment (see Note 14)

Less Than One Year of Pension Plan Membership

A cash refund of the member’s contributions plus interest.

More Than One Year But Fewer Than Two Years of Pension Plan Membership

The member is entitled to elect a cash refund of the member’s contributions plus interest, or may leave the
earned pension benefit in the Pension Plan to be paid upon retirement.

More Than Two Years but fewer than 10 Years of Pension Plan Membership and, either under Age 45, or
Fewer Than 10 Years of Continuous Employment

For pre-1987 service: the member is entitled to a cash refund of the member’s contributions plus interest,
or may leave all of the earned pension benefit in the Pension Plan until retirement.

For post-1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer (see Note 13) the commuted value of the earned pension.
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More Than Two Years but fewer than 10 Years of Pension Plan Membership, and Age 45 or Older with
More Than 10 Years of Continuous Employment

For pre-1987 service: the member is entitled to leave all of the earned pension benefit in the Pension Plan
until retirement; or to transfer (see Note 13) 75% of the commuted value of the pension and receive a
refund of 25% of the commuted value of your earned pension; or to leave 75% of the earned pension
benefit in the Pension Plan until retirement, and receive a refund of 25% of the commuted value of the
earned pension.

For post-1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer (see Note 13) the commuted value of the earned pension.

More Than 10 Years of Pension Plan Membership, But Younger Than Age 45

For service from 1965 to 1986: the member is entitled to a cash refund of the member’s contributions plus
interest; or to leave all of the earned pension benefit in the Pension Plan until retirement; or to leave 75%
of the earned pension benefit in the Pension Plan until retirement and receive a refund of 25% of the
commuted value of the earned pension.

For post-1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer (see Note 13) the commuted value of the earned pension.

More than 10 Years of Pension Plan Membership and Age 45 or Older

For pre-1965 service: the member is entitled to a cash refund of the member’s contributions plus interest;
or to leave all of the earned pension benefit in the Pension Plan until retirement; or to leave 75% of the
earned pension benefit in the Pension Plan until retirement and receive a refund of 25% of the commuted
value.

For service from 1965 to 1986: the member is entitled to leave all of the earned pension benefit in the
Pension Plan until retirement; or to leave 75% of the earned pension benefit in the Pension Plan until
retirement and receive a refund of 25% of the commuted value; or to transfer (see Note 13) the greater of
the commuted value of 75% of the earned pension or the member’s contributions with interest and receive
a refund of 25% of the commuted value of the earned pension.

For post 1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer the commuted value of the earned pension.

If a member is terminated on or after July 1, 2012, the member may be eligible for grow-in benefits under
the PBA, which could result in the member being entitled to early retirement benefits under the Pension
Plan that the member would not otherwise be eligible to receive on the date of termination. If grow-in
benefits apply, this may affect the value of the benefits the member is entitled to receive on termination of
employment or retirement.
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Note 13: Amounts must be transferred to a pension fund related to another pension plan, a prescribed
retirement savings arrangement, or a life annuity which does not commence before the earliest date on
which the member would have been entitled to retire.

Note 14: In respect of terminations occurring on or after July 1, 2012, a member is entitled to the earned
pension benefits for all service regardless of length of Pension Plan membership, continuous employment
or age.

Excess Contributions

Upon the earliest of termination of employment, death or retirement, the amount by which the member’s
post-1986 contributions with interest exceed 50% of the commuted value of the vested deferred pension
accrued after 1986 is refunded to the member (or to the spouse, beneficiary or estate, as applicable in the
case of death before retirement).

Upon termination of employment, if a member who has attained age 45 and completed 10 or more years
of continuous employment elects to fully divest the pension accrued prior to 1987, the member is entitled
to receive the amount by which the contributions with interest made after 1964 but prior to 1987 exceeds
the commuted value of the pension accrued after 1964 but prior to 1987. (See Note 15)

Note 15: For terminations occurring on or after July 1, 2012, entitlement to excess contributions in respect
of pre-1987 service shall be determined without reference to age or years of continuous employment.

Maximum Benefits

The benefits in respect of continuous employment after 1991 are limited to the maximum allowable under
the Income Tax Act (Canada).
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Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 50

Appendix G: Sensitivity Analysis and Other
Disclosures

G.1 Sensitivity Information

Amounts determined with a discount rate 1% lower:

Going concern actuarial liability $ 6,604,180,023
m As percent increase 14.3%
Solvency actuarial liability $ 7,463,167,347
m As percent increase 14.1%
Total normal actuarial cost in respect of benefits $ 148,002,361
m As percent increase 30.6%
Employer normal actuarial cost as a percentage of payroll 16.3%

G.2 Solvency Incremental Cost

Solvency Incremental Cost (up to next valuation date) $ 587,004,649

G.3 Provision for Adverse Deviations Level

Actual Asset Allocation for Fixed Income Assets

The information below as at December 31, 2018 has been used to determine the Provision for Adverse
Deviation level.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
Page 54 of 69



Hydro One Inc. Appendix G
Hydro One Pension Plan

Actuarial Valuation as at December 31, 2018 51
Actual Fixed Non-fixed Fixed
asset income income income
allocation allocation allocation weight

Asset classes

- Global Equities 47.78% 0% 47.78% 0%
- Private Equities 1.93% 0.965% 0.965% 50%
- Venture Capital 0.73% 0.365% 0.365% 50%
- Real estate and Infrastructure 9.23% 4.615% 4.615% 50%
- Bonds and debentures (below 0.01% 0.005% 0.005% 50%
minimum rating)

- Bonds and debentures 38.31% 38.31% 0% 100%
- Cash & short-term investments 2.01% 2.01% 0% 100%
Total 100% 46.27% 53.73%

Benchmark Discount Rate

Components Rate
CANSIM V39056 2.18%
Risk Premium on Non-Fixed Income Assets? 2.69%
Risk Premium on Fixed Income Assets? 0.69%
Diversification Allowance 0.50%
Benchmark Discount Rate 6.06%
Note:

1 5.00% of the non-fixed proportion of the assets.

2 1.50% of the fixed proportion of the assets.

WillisTowers Watson L1"I'l:l
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Hydro One Inc. Appendix G
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2018 52

Provision for Adverse Deviations Level

Components Provision for Adverse Deviation level
Fixed 4.00%

Asset mix based 3.37%

Benchmark discount rate based? 0.00%

Provision for Adverse Deviations Level? 7.37%

Notes:

! Reflects going concern discount rate less benchmark discount rate (subject to a minimum of zero), multiplied by the going concern
liabilities duration (refer to sub-section G.1)

2 The Provision for Adverse Deviations is applied to the going concern actuarial liability and total normal cost, excluding any portion
for future indexation.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential

Page 56 of 69



Hydro One Inc.

Hydro One Pension Plan
Addendum to the Actuarial Valuation as at December 31, 2018
Registration Number: 1059104

This addendum has been prepared in conjuction with the actuarial valuation of the Plan as at
December 31, 2018 and is intended to satisfy the requirements of section 12 of the Ontario
Regulation 310/13 to the Pension Benefits Act (Ontario) in connection with the application as of
March 1, 2018 for the transfer of assets and liabilities of the following pension plans to the Plan:

e Inergi LP Customer Service Operations Pension Plan (“Inergi CSO Plan”), Registration
Number 1285733; and

e the Vertex Customer Management (Canada) Limited Pension Plan (“Vertex Plan”),
Registration Number 1099993.

As of the date of filing this valuation report regulatory approval from the Chief Executive Officer of the
Financial Services Regulatory Authority of Ontario of the transfer of assets and liabilities described
above is pending. As such, the purpose of this addendum is to provide a financial update of the
transfer of assets and liabilities as of December 31, 2018 on a going concern and solvency valuation
basis.

Methods and Assumptions

A summary of the methods and assumptions used to develop the amounts herein, can be found in
Appendicies C and D of this actuarial valuation report.

Assets

Information relating to the Plan assets can be found in Appendix B of this actuarial valuation report.
Information relating to the assets for the Inergi CSO Plan and Vertex Plan was provided by Aon
Consulting Inc. on August 14, 2019 and August 20, 2019, respectively.

Membership Data

A summary of the data for the Plan can be found in Appendix E of this actuarial valuation report. For
the Inergi CSO Plan and Vertex Plan, the data was provided by AON Consulting Inc. for the purposes
of preparing the March 1, 2018 asset transfer valuation report and was adjusted to reflect known
retirements and terminations between March 1, 2018 and December 31, 2018. A summary of the
membership data can be found on page 3 of this addendum.

Plan Provisions

A summary of the plan provisions can be found in the March 1, 2018 asset transfer actuarial valuation
report.
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Hydro One Inc.
Hydro One Pension Plan

Addendum to Actuarial Valuation as at December 31, 2018 2
December 31, 2018 Financial Update
The going concern and solvency results at December 31, 2018 are provided below.
December 31, 2018
Hydro One

Pension Plan

Inergi CSO Plan Vertex Plan (Post Transfer)?

Going Concern Position
Going concern value of assets $ 19,614,791 $ 85,582,264 $7,307,675,055
Going concern liability $ 12,641,339 $ 75,483,106 $5,865,730,989
Actuarial Surplus (Unfunded Actuarial Liability) $ 6,973,452 $ 10,099,158 $1,441,944,066
Funded Ratio 155% 113% 125%
Provison for Adverse Deviation (PfAD) $ 737,161 $ 4,201,742 $ 355,744,127
Prior Year Credit Balance (PYCB) 0 0 (48,000,000)
Actuarial Surplus (Unfunded Actuarial Liability)
After PYCB and PfAD $ 6,236,291 $ 5,897,416 $1,038,199,940
Solvency Financial Position
Solvency value of assets $ 19,614,791 $ 85,582,264 $7,306,831,055
Solvency liability $ 17,136,299 $ 92,647,303 $ 6,649,374,541
Solvency Surplus (Unfunded Solvency Liability) $ 2,478,492 $ (7,065,039) $ 657,456,514
Prior Year Credit Balance $ 0 $ 0 $ (48,000,000)

Not less than Not less than
Solvency ratio 100% 92% 100%

Notes:

1 Reflects $7,000,000 of assumed windup expenses.

2 For convience, the going concern and solvency position of the Plan post transfer is also shown.
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Hydro One Inc.
Hydro One Pension Plan

Addendum to Actuarial Valuation as at December 31, 2018 3
Summary of Membership Data
Inergi CSO Plan Vertex Plan
Active Members
Number 240 223
Average Age (years) 46.3 46.7
Average Credited Service (years) 2.5 9.8
Average Salary $ 70,526 $ 72,587
Disabled Members
Number 23 16
Average Age (years) 54.1 54.2
Average Credited Service (years) 9.0 114
Average Salary $ 72,956 $ 75,411
Deferred Vested Members
Number 9 22
Average Age (years) 47.3 48.2
Average Annual Accrued Pension $ 2,991 $ 7,667
Retired Members
Number 17 49
Average Age (years) 61.2 64.3
Average Annual Pension In Pay $ 2,894 $ 33,817
Outstanding Commuted Values
Number N/A 26
Total outstanding commuted values N/A $ 4,237,246
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Canada Revenua  Agence du ravenu
| T Pt Agerce du Protected B when completed

Actuarial Information Summary
See the instruclions for completing this form. If an item does not apply, enter N/A.

Part | - Plan Information and Contributions

A. 001. Name of reglistered pension plan
Hydro One Pension Plan

B. 002. Registration number

Canada Revenue Agency: 1059104 Other:
C. 003. Is this plan a designated plan? D. 004, Valuation date of report E. 005. End date of period coversed by report
[ ves No Year Month Day Year Month Day
[2,0,2,8]2,2]3)1] [2,0y2,2]2,2]3,0]

F. 006. Purpose of the report (indicate all reasons for which the report was prapared)

Initia! report for a newly Regular (triennial or annual) Interim report in respect of an
(] O

established plan report for an ongoing plan amendment 1o an engoing plan [ Partial termination

D Terminalion |:] Conversion [:I Other (explain)

G. Contributlons (prior to application of any cradits or surplus) for covered pariod

Perlods (see instructions) Period 1 Period 2 Period 3 Period 4

L AL BRI ABRAANELIA) 20t19-01-01l2020-01-01|2021-01-01

LS CBe D A AL 2 2019-12-31|2020-12-31|2021-12-30

Normal cost {defined benefit provision)}
009. Members 53,554,752 52,850,402 51,617,771

010. Employer 66,463,461 65,993,735 65,248,200

010a. Explicit expense allowance included in
employer normal cost above

Normal cost (money purchase provision}
011, Members

012. Employer

Special payments

Special payments for going-concem unfunded
liability and solvency deficiency

013. Employer 0 0 0

013a. Members o 0

Fixed contributions

014. Estimated dollar amounts of fixed employer
and, if applicable, member contributions {defined
benefit provision)

014a. Estimated dollar amounts of fixed employer
and, if applicable, member contributions
(money purchase provision)

Part Il - Membership and Actuarial Information

H. Membership Information Number Average age Average pensionable service Average salary Average annual pension
015. Active members 5,599 44.10 12.10 105,362 N/A

016. Retired members 7,492 74.00 NIA N/A 41,128

017. Other participants 102 53.70 NIA NIA 10,060

1. Actuarial basis for going-concern valuation (see instructions)
020. Assat valuation method

[C] market Smoothed Market [ Book [[] Book and Market combination [[] other (specify)
021. Liabllity valuation method

Accrued benefit {unit credity "] Entry age nomal ] Individual level premium [ ] Aggregate [ ] Attained Age

{T] other (<pecify)

11
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Protected B when completed

I. Actuarial basis for going-concern valuation {(continued)
Selecled actuarial assumptions
Where a flat rate is used, enler the rate under Ultimate rate and N/A under Jnitial rate and Number of years.
Valuation interest rate [nitial rate (%) Number of years | Ultimate rate (%)
025. Active members N/A N/A €.00
026. Retired members N/A N/A 6.00
027. Rate of indexation N/A N/A 2.00
028. Rate of general wage and salary increase N/A N/A 2.50
1029, YMPE escalation rate N/A N/A 1.00
| 030. Income Tax Regulations’ maximum pension limit escalation N/A N/A 3.00
031. Rate of CPl increase N/A N/A 2.00

032. Components of going-concern valuation inlerest rate on line 025 and/or 026

a) Expected investment return on plan assets, exciuding additionat return from active investment management ...............coceiviiinanns 6.06 %
b} Expected additional return from active investment Management ..........ooeviiiiiiiiii e 0.00 %
c) Expected expenses paid from the fund for active investment management ... e 0.00 %
d) Expected invesiment expenses other than those reported on BN@ 032 (C).....ccoviiiiiiiiriiir s e e aen et 004 %
2) Other expected expenses inCluding agdminNiStralive @XPEISES . ... st e st st araerria st s ssasaasnsnssssanaiis 007 %
f) Effect of rebalancing and diversification, i Ay . ..o e e et st e a b e nes 0.00 %
g) Margins for adverse devialions. .. ....... ...t e e bbb 000 %
[ 83 T=T ety Lo a1 L P PP 005 %
i) Net going concem valualion MBSt FatR ... ettt et mr e a v ce e e e e et e e oot e cnem e e e e e e e eaans 600 %
035. Year Income Tax Regulations’ maximum pension limit ©5calation COMMENEES .........ccovivnverieeirirerrrrrerrsrrienerrees | 20119 ]

036. Mortality table

[ 1994 GAM Static [ ] 1994 Group Annuity Reserving (GAR) (] 1994 uP [] 80% of 1983 GAM [ cPm2014

[ cPm20i14Puby CPM2014Priv [ ] Other (specify)
036a. Improvement scale
Has a projection of morality improvement DEEN MAURT..........iiecriieririar et irrrrrersissstraressessrssireaseessssassens Yes [ ] No
i) Has an assumption of generational mortality improvements beenmade? ...t Yes [:] No
iiy If applicable, what is the year in which the mortality improvements have been projected?...................ooeal | L1
iii) Which scale have you used?
[] scale AA Scale CPM-B [[] Scale CPM-B1D2014 [(] other (specify)
036b. Adjustment to the mortality table
i} Has an adjustment 10 the Mortality table DEEN MABEZ.......c..voeevvererrereereirseeereeeeeteereeaeseiesaeesseeeaseneas Yes [T] No
ii) If yas, which percentage did YOU @PPIY 10 . ....uu.ivrerrrenrrrterrerrrrseiasesransassanenreresrnrrererernsssessnnnrsrees Male_0-95  Female_ 0.5

037. Allowance for promotion, seniority, and merit increases
|:| Included in (line 028} above Separate scale based on age or service |:| No allowance

038. Allowance for expenses
038a. Allowance for investment expenses

Implicit (] Expiicit (] Both explicit and implicit
038b. Allowance for administralive expenses
Implicit (] Eexplicit [[] Both explicit and implicit
039. If a multi-employer plan, number of hours of work per Member PEr PIEN YEAT .......voriiu i earaeeiar e secreeieiarnraaar e rrrereasasneaens

040. Was a willdrawal SCale U8B 7. ... ittt e et e ey e e s g a e e g a e es Yes D No

041, Were variable relirement TatS USBOT. .. ... .viriiirinieiti i et e st trestisenteeesstieetrebeet st sesrtteesttsrtertiesanstossssronrsrn Yes D No
042, if no, what is the assumed retirement ag7P........o. vt s
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J. Actuarial basis for solvency valuation

Valuation Interest rate Indtial rate (%)

Select pericd

Ultimate rale (%)

045, Benefils to be setiled by lump sum transfer 1,20 10

3.40

046. Benefils to be seltled by purchase of deferred annuity H/A /A

3.20

047. Benefils 1o be settled by purchase of immed|ate annuity H/A H/A

3.20

048. Rate of indexation H/A H/A

H/A

049, Mortality table

J 1984 UP

[J cpmzot4priv  [¥] cemaota [ cpmzot4Punl [ Other (specity)

Lump sum; Generational

[] cpmzorspiv [7] cPmz014 [ cPM20t4publ [ Other (specity)

. 1994 UP
| Annuity Purchase: 0O e

0459a. Improvement scale used

Lump sum: [] Scate AA Scale CPM-B [ ] Scale CPM-B1D2014  [_] Other (specify)

Annuity Purchase: || Scale AA  [/] Scale CPM-B [ Scale CPM-B1D2014  [_| Other (specify)

(] None

K. Balance sheet information (DB provislons, saa Instructions)

050, Market value of assets, adjusted for receivables and PAYEIIES. ... e e e eae
051. Amecunl of confributions receivable included in market value abBoVE ..o P
Going-cancarn valuation

052, GOIND-CONCEIM BEEMS. ......iiuohiiaiirminriasmmmras s rrrra s ninns e e T e T S R L B e B
053. Optional ancillary contributions account balance included in going-concem assets above for a flexible pension plan (if applicable)
Going-concern liabilities

061. For retired members
M!.Fnrmmm
063. Fummmmmmnummmmammmnﬂmphnmamnﬂa]
064, Reserves

LT T Ty

0B4c. Provision for adverse devialion............ R P T D T TR EG
084d. Oher(Specilyl i easiteiiesas s esseessieisiee s sasiis

| 670, Mt Raned poSIION—GUrPIEBIIERICIE. ..ot iieemisions i it ionaes simv bt wemoes s oes s e e s aam ke nsw st e e aaaberaan e et sasana e snar s
071. Additional voluntary contribulions ... BRI AR R SRR R R AT AR RN E R E A R AR EEER §d b FaTan i n s RS p e S A rAT nee

OTZ Money purchase: AcSmE (I DDPHCHIIEY. .. ... oviiiiiiiiman s s s boten sasasnrasasvasasuss s ssnss maniinsnss o nnsvassonsnnonnsvaeasssosnssnsnsssnns
Solvency valuation
Complete lines 080 to 100 only if the repont containg an explicit solvency valuation

Solvency assats

080. Solvency assets wilh adjustrment for expense Provislon, IFaMY ... s enn s raan s
081. Amount of wind-up expanse provision reflected in line 080 ..
082 Cptional ancillary conlribufions account balance included in solvency assets above for a flexible peminn plan {nl appllcante}
Solvancy llabliities
OB P AN RMDOE o ot ol S viahibe i e e e e i w s s s e kb e RS S e A e
081. For retired membars .. :
92, For OHEr PAMICIIAIES . ..ooote ottt e eas e e e e e st e e s ettt e e e st s e aemme e e bt e s
093, For oplional ancillary benefils 1o be provided under a flexible pension plan (if applicable). ..
094, Reserves
DO B PR TR v o T e T T S e v e U e e i T R A R R
094b. Other (Specify)

100, Net solvenCy PoSHION—SUr IS ERCH ....... . 0 rrrnrars e rs s nn s sesa s s s saannnsnssnnasabererarssassssssssnssnssnssrnssrasasnes

7,208,634,000

4]

7.,202,478,000

/]

1,662,138,0%

4,083,736, 181

31,732,267

o

a

a

350,805,224

1,074,066,232

]

0

7,201,634,000

7,000, 000

2,068,058,939

4,433,823,741

37,708,25%

o

662,043,061

587,004,649
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Protected B when completed

If the plan provides banefit Increases coming into effect during the perlod covered by the report but after the valuation date, have those increases

bean reflectad in:

102. The going-concem Habilities in ines 060100647 ...........oocoiiiniiiiiincnnnn, AT R S FERTFLE ke
103. The solvency liabilities in lines 08010 0947 ... ... A1 b B A AR TN PR RS . AT AR 14 4

Discount rate sansilvity

Change in percentage using
discount rate 1% lower

Change in amount using
discount rate 1% lower

Change in amount using
discount rate 1% higher

104, Going-concemn labilithes

14.30

826,573,479

105. Narmal cost

30.60

34,655,742

106. Solvency liabilities

14.10

523,576,408

107. Duration of the porlion of the liabilties assumed to be setled through the purchase of annuities.. ...,

L. Actuarial gains or lossas
110. Was a gainfloss analysis dona? ..

114. It fine 110 is yes, indicate the date of the last ﬁledmrnq valuation report and the net
funded position as ofthat date. ...

If ine 110 Is yes, indicate amount of gain of loss due to:

112, interest on surplus (URTUNEEd TEDIIYY ........ oottt esies e oeass e s tasaa e e e s es e e s e s e e et e s e s e e
A ool O MBI o i i b e o i 8 S e S S T AR e S e e S s i S
114, Brmount used for ComA DU O Ol ... .. ... iiiiiriiiansanaiamasarasasasssmcnenenrasnrnen s anesshsbe por o b baa e et eannnns
115, change in actuanal assuEmpions ..o e A Ao M o R W T o S A %
116, change in the asset valuationmethod ... A R T T A e PR R b
117, change in liability valualion MEIROD ... s r e e e e
AR plan e oI . 5 v T i T e e e e s e P B e e R R T e
b b T T TR T R e e e L Ly IR e e SR e e
120, FEUMBIMENL BXDETIBICE ...\ ..uuuiitieieeesteeiseeesetseeisiisstssssssssssssssssessesessssseeeeh e e e e eeet st e eee e et e e ti e ia e sssa bt s e

121. mortality experence . ............

123. salary increase experience
124. oplional anciflary contributions forfeited ..

Year  Month Day

|z|ui IIT ‘1|2 I!II .....

--------------------------------------------------------------------- B R e R T

ﬁuu-nmnmrmnuliqmnmmnimﬂzm1umwm speum

125. contractual pension increases

11.90

[] Me

811,828,731

43,838,751
0

o
485,063,986
........ (]
]

0
132,768,855
(14,0%9,141)
(7.702,027)
{6,623,303)
9,968,717

(16,001, 483)

126. provision for Adverse Deviation

{350,805, 224)

127, all olNer SOUTCES (SOMBIMELE . ... ..ttt n s ra s s e s e e e e e e e s s am e e et a2 e s e s m e e e e e

{14,211,650)

M. Subsequent events

135, Arg there any subseguent event(s) that have nat been reflacted in the valuation? (referto SOP) ...

O] Yes [#] Mo

. Statements of opinion

138, Does the report include the statements of opinion required by the SOP

{data, assumptions, methods, acceplad actuarial practice)?

136a. Are any of the actuany's stalements of opPINION QUARREL T ... .. ... et a s eanas

[ me

(] Yes [¢] Mo
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Protected B when completed

Financial Services
Caommisswan of

Part Il - Information required by the Financial Services Cormission of Ontario Cnlarie

Commssion des
services linancers
de FOntano

i

0. Additional valuation information
For purposes of Part |Il, the Regulation refers fo the Regulation 909, R.R.O. 1990, as amended except as otherwise provided.

Going-concern valuation

137. Are benefits under the pension plan provided by an annuity purchase?
138. Ifline 137 is yas,

a) Enter the total asset value of the buy-in annuities as reported In the actuarial valuation report
b} Enter the total liabilities related to the buy-in annuities as reported in the acluarial valuation report

¢) Enter the total asset value of the non-discharged buy-out annuities as reported in the actuarial valuation report
d) Enter the total liabilities retated to the non-discharged buy-out annuities as reported in the actuarial valuation repert .............
€) Have any annuilies been discharged under OPBA section 43.1 since last valualion date?............ccoueiimmmnncccns e e rnns o

If yes,

i) How many annuity discharge transaclions have been made since the last valuation date?.. ..................ovviieiviiinnnn,
iiy Enter the total premium of the buy-out annuities if the purchase was made since the last valuation date
iy Enter the going-concern liabilities related to the annuity discharge at the time of purchase
iv) Enter the top-up coniributions required as per section 4 of Onlario Regulation 193/18
139.1. |5 the plan required to report the amount of Available Actuarial Surplus?

................................................................. Yes ‘:] No
i) If yes, enter the amount of Available Actuanial SUMPIUS .......u i e it et et es 0
139.2. Breakdown of the total special payyments with respect to the going-concem unfunded liability and plan amendment

Special paymenis with respect to: Period 1 Period 2 Period 3 Period 4 Presenl:r:éu;oclmrf:gm;c: Ibpai\:sments o
Going-concern unfunded liability 5 7 0 0

139.2a Members

139.2b Employer 0 0 0 0
Plan amendment

139.2c Members 0 0 v o

138.2d Employer 0 0 1} 0

Provislon for Adverse Deviatlons
139.3. Is the Provision for Adverse Deviations of the plan zero or deamed Lo D ZeM0P ...\ .vvvvrireieer et irenetstie e aeaaeanns

If no, complete lines 139.4 fo 139.9

139.4. Is the plan closed as determined in subsection 11.2(2) component A of the Regulation?

139.5 Combined target asset allocation for fixed income assets as determined in subsection 11.2(4) component J of the Regulation
139.6 Flan's duration of going-concern liabilities in subsection 11.2(5) of the Regutation

129.7 Total Provision for Adverse Deviation (%)

139.8 Amount of Provision for Adverse Deviation included normal cost (line 8, 10 and 10a)............c.ccevereeeireennn

[ Yes No
OJ ves No
46.27 %
15.00
...... 7.37 %

139.9. a) Does the plan provide future escalated adjustments?

If 138.9(a) is yes,

b) Are the future costs of escalated adjustments included in the calculation of the Provision for Adverse Deviation amounts on
lines 084c and 139.87

If 138.9(b} is no,

¢) Enter the going-concern liability related to the future escalated adjustments

d) Enter {he normal cost related t o the future escalated adjustments

6,671,594.00

Yes [ ] Neo
[] ves No

,017,698,491

22,822,962
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I Solvency valuation
140.1 If line 137 is yes,

a) Enter the tolal asset value of the buy-in annuilies as reported in the acluarial valuation report . ...,

b) Enter the total liabilities related to the buy-in annuities as reported in the actuarial valuation report ...,

c) Enler the total asset value of the non-discharged buy-out annuities as reported in the actuarial valuation report .................

d} Enter the total liabiliies retated to the non-discharged buy-out annuities as reported in the actuarial valuation repor ...........

€) If line 138(a) is yes,
i} Enter the solvency liabilities related to the discharge at the lime of purchase...............oovvn e s
140.2. Enter the tolal value of any reduced solvency deficiency paymenis {or solvency deficiency payments if applicable) thal
are guaranteed by IEHer(S) Of Credit....... ... o s eyt
Year Month Day
|
140.3 Enter the expiry date of the letler of eredit, f any ..., e L1 1 1 1 l | J
140.4 Solvency asset adjUSIMENT ... i e e e et sy e T -6,156, 000
140.5 SOIVENCY HADIltY BUJUSIMENT. ... .vvierseeeeee e e et ittt et rebaietassesaass e meeasstbensreeerbe s s aatssamt s seneamnrae e bnnessansann b snn -68, 758,452
1 140.6 Reduced SOIVENCY RMIGIBNGCY. ......ovi i 591,252,410
140.7 Solvency ratio as per the Regulation (express in decimal format) ... 1.0900
| 140.8 Components of ihe solvency special payments cn lines 013 and 013a
[ r
Special payments with respect i . | Prasent value of the spacial
ta reduced salvency deficiency Period 1 Period 2 Period 3 Period 4 | paymenis on the solvency basis
140.8a Members o : ) o o
140.8b Employer 0 0 0 0
141. Have any of the excludable benefils been excluded?............ccvvvrviirniereeer e e ] ves [] No [] wa
142. If line 141 is yes, enter the tofal amount of liabilitles being excluded ..o 3,256,931, 443
-
144. (i) Has an averaging method been applied to the market value of assets
in determining the solvency assel adjustMEent? ... ... i e Yes D Mo
a} If yas, indicate the positive or negative amount by which the solvency assets are adjusted as a
result of applying the averaging Method...........oviiinin s a e {6,156,000)
(i) Has the averaging method used in determining the solvency asset adjustment changed since the last valuation? D Yes Eﬂ No

If yes, complete (il)a or (li)b, as appropriale:

a) The change in method Increases the solvency asset adjustment by the amount of. ...

b) The change in method decreases the solvency asset adjustment by the amount of ...

P. Misceltaneous

145. Prior year cretit BalanCe. ,p o sssmssiesssiorsiianns paepensnssssssspimsssesssarmnpsansasrnes s sharksdashbnhnrsear o aphiasnnbans shinitas 48,000,000

146, Transfer ratio (express in deciMmal fOMMAL). ...t b e e e s S 0.7300

Guarantee fund assessment

147. PRGE iabililies . . .. . i i s s s bt H e h E e vwm s slsw s olhh g e oo nm eifae e Bo L e e e e oo o o WA+ s 10 s 0 0o PR TN S G F R £,539, 550,539
148. PBGF assessment base... i i o e e 40 0w o R e s s HEARIE ¢ SEETS ¢ SEREERRE S« ERE 0 sk 0
149. Amount of additional I:abil:ty for planl closure and/or permanenl Iayaff benefits as described in E of subsection 3?{4}
the Regulation .. o
148a. NumberolOnlarioplanbeneﬁciaries..................... 13,393
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Part IV - Information required by the Canada Revenue Agency

Protectad B when completed

1
|
i

R. Additional infermation

173, Sumplus/deficit determined at the vatualion date as per the instructions:

173a. Going-concem basis. ..
173b. Wind-up basis ..

173c. Fwdﬁigmledplam manmm‘nﬁ.nﬂngﬂmmnlmu .....

174, Excess surplus determined at the valuation date:
174a. Going-concern basis. ..

w4 w4

174b. For designaled plans, maximum fmdhg valuation basis .. e B R e S R e
175. For designated plans, employer normal cost determined under the maximum l’l.ndng valuation basis:

P b b b b T RN E AN AR R RN EREREE R Add s

Period 4....

LR

176. Minimum surplus required under applicable pension benefit legisiation before contribution holiday:

176a. Going-concern basis,

177, Maximum amaount that could be claimed as eligible ampluwr mnhi:ulhn{s} - defined benafit provisions — under subsection 147.2{2) of the Income Tax Act:
177a. Unfunded liability. ...................o... A T g e e e L S e D R

177h. Normal cost:

Period 3 ..
Parlod 4 ..

FRRddErrra rrE T E

178. Do you have any BWEE cmlnhullng aver lhe Ilml sﬂpum under

paragraph 8503(4) of the Income Tax Regulations? ... ’ e R A M R AR N e

L T T T T E T T T

1,074,086,232
-2,554,888382

2,594,888, 382 4

66,463,461
65,983,718
- 65,248, 200

[¥] Yes [] Mo
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Protected B when compleled
Retraite

P [+ J 4|
Québec

Part V - Information required by Retraite Québec

S, Additional Information

185. Date on which the valuation TePOr Was PrEPAMEH ... ... iiiiiiiririrriir st s aaatere e s sebi it e s et sbr s s b s asan s e s aenns
186. Value of additional liabilities arising from an improvement on a funding basis ............. .o
187. Value of additional liabilities arising from an improvement ona solvency basis ...
188. Surplus assels that can be allocated to fund contributions ...

189, SPECIAI PAYIMIBIIS. .. .eeuveteernrneseeneaerran e eabba b e ba s e r e E 8 P85S E 44808 34400 864 24 g ae e n e EE A £ et L SR keSS e
190. Totat of the letters of credit iaken into account in the assets on a funding basis.............ooovivnviirnie i e
191. Insured annuities from an insurer laken into account in the actuarial valuation on a solvency basis...........veeveciiciiiiiran,

T. Additlonal information for plans whose employer Is a municipality, a municipal housing bureau, or an educational Institution at the university level

For sarvice prior 1o the establishment of the stabllization fund

192. Re5erve O a FUNGING DASIS .......vuiierrerirerer st it i i mr s s b v it e sabas s aes e s s e ra s renaes e naanen s bbb bt btbEbbd b E b a b
Amortization payments
Present value
Period 1 Period 2 Period 3 Period 4

193. Deficiency attributable 1o the

employer
194, Funding deficiency

194a. Payable by the members

194b, Payable by the employer
For service following the establishment of the stabilization fund
195, SIabIliZation FUNA VBB ......cooviriirir ittt e s e i mi e bk e b s s b 4 g 44 55 450 a 848 E s et s e v a e a T a ey n e e n e e AT TR T T

Stabillzation contributions
Pariod 1 Period 2 Period 3 Period 4

196. Members

197. Employer

Amaortization payments
Pariod 1 Perfod 2 Period 3 Period 4

Present value

198. Technical funding deficiency
198a. Payable by the members

198b. Payable by the employer
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Protected B when completed

U. Additlonal Information for pension plans other than those mentioned In Saction T, and for which solvency funding does not apply.

199, Target level (as a percentage) of the required StabiliZation PIOVISION ... ... vie ittt et n e e ettt eees

Current service stabillzation contributions
Period 1 Period 2 Perlod 3 Period 4

200. Members

201. Employer

Amortization payments
Perlod 1 Period 2 Period 3 Period 4

Present Value

202. Technical funding deficiency
202a. Payable by the members

202b. Payable by the employer

203. Stabilization funding deficiency
203a. Payable by the members

203b, Payable by the employer

204. Improvement funding deficiency
204a. Payable by the members

204b. Payable by the employer

Part VI - Certification by Actuary

As the actuary who signed the funding valuation report (the report), | cerlify that this compleled form accurately reflects the information provided in the repor.

Dated this 30 day of September , 2018
(day) {month) {year)
%e@ﬂw (’)W Suzanne Jacgues
Slgnatuv actyary Print or type name of actuary
Towers Watsbn Canada Inc. {416)960-7460
Name of firm Telephane

suzanne.jacquesawillistowerswatson.com
Email*

* Optional Information. The Canada Revenue Agency will not communicate on plan specific matters with cllents by email, since we cannot guarantee
the confidentiality of emalled information.

Personal information is collected under the authority of section 147.2 of the Income Tax Act and is used for the administration of a registered pansion plan. It may also be used for any
purpose related to the administration or enforcement of the Act such as audit and compliance. Infermation may also be shared or verified under information-sharing agreements to the
extent authorized by law Under the Privacy Act, individuals have the right to access their personal information and request correction if there are errors or omissions. Refer to Info
Source canada cafcra.info.source, Personal Information Bank CRA PPU 226
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Page 1 of 1

UNDERTAKING - JT 2.32

Reference:

Undertaking:
To provide a similar response as JT 2.31 related to the Society of United Professionals.

Response:
The following table summarizes the difference between a 1:1 service cost ratio and the

current service cost ratio (as per the updated valuation) for the period of 2020 — 2022 for
the Society plans.

2020 2021 2022
Society
Difference between
1:1 and current $1.30M $1.20M $1.20M
Service Cost Ratio

Hydro One’s significant gains in reducing pension costs are set out in Exhibit F, Tab 4,
Schedule 1 pages 38 — 39.

The updated pension valuation is provided in Exhibit JT 2.31.

Witness: Sabrin Lila




© 00 N oo g~ W N e

WONRNNN RN N NN NN R B R R R Rl R Rl
SO © ® N o OB W N P O © ©® N o o b W N Pk O

Filed: 2019-08-02
EB-2019-0082
Exhibit |

Tab 07

Schedule 55

Page 1 of 4

SEC INTERROGATORY #5355

Reference:
F-04-01-02

Interrogatory:

With respect to the Mercer Compensation Cost Benchmarking Study:

a)

b)

d)

Please provide an estimate of the dollar difference between the weighted average total
compensation for Hydro One's employees allocated to its transmission business and
the P50 median used in the study. Please provide the amount in 2017 (the year the
study was completed) and for each year between 2020 and 2022. Please provide a
step-by-step explanation of how the estimate was reached and include the supporting
calculations so that calculations can be verified.

Please provide a list of all types of compensation (i.e. salary, overtime, share grant,
LTIP etc.) that were paid in 2017 that: i) were included in the study, and ii) were not
included in the study.

Please provide the percentage of total compensation in each year between 2020 and
2022 that if of a type not types not included in the study.

Are there any additional types of compensation that will be paid in 2020 through
2022 that were not in 20177

Response:

a)

An estimate of the dollar difference between the weighted average total compensation
for Hydro One's employees allocated to its transmission business and the market
median used in the study is as follows:

Study Year 2020 2021 2022
Estimated Dollar
Difference
(Hydro One to $34,485,965 $38,566,291 $40,010,087 $39,079,490

Market Median)

Witness: Sabrin Lila, lain Morris, Joel Jodoin
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This value was calculated based on the results of the Compensation Cost
Benchmarking Study (F-04-01-02), based on the following set of assumptions:

Estimates are based on the differential between the average salary and the market
median rate for the corresponding level, multiplied by the number of incumbents
in the relevant level.
Projections assume external market increases and Hydro One salary increases as
per the information below:

o Market (MCP roles): CPI + 0.6%,

0 Market (represented roles): Increase at rate of CPI

0 CPI Assumptions: 2017: 2.3%, 2018: 2.3%, 2019: 2.0%, 2020: 2.0% ,

2021: 1.9%, 2022: 2.0%

Assumes that headcount increases occur as per the business plan (F-04-01 Table
2) and the proportion of MCP incumbents in each level remains consistent.

The allocation of compensation to Transmission related activities is based on the
following percentages 2020: 48.22%, 2021: 49.68% and 2022: 48.35%.

Hydro One has reduced the amount of compensation for recovery in revenue
requirement since the Mercer Study was conducted. The above Mercer median should

be

updated to reflect the further offsetting reductions as consistent with OEB

approved decision in EB-2017-0049. The variance between the Mercer study market
median and Hydro One compensation as well as the reductions included in this
application related to OM&A are set out in the table below:

Net Mercer Median Reductions 2020
Allocated to OM&A ($M)
Mercer Median - Tx OM&A 10.1
Pension Reduction OM&A (5.5)
OPEB Reduction OM&A (2.4)
Executive Comp. Reduction (1.5)
The Directive (0.2)
Total Net Mercer OM&A
. 0.5
Reductions

Witness: Sabrin Lila, lain Morris, Joel Jodoin
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Updated Pension Reduction (L.7)

OM&A

Total Net Mercer OM&A

_ (1.2)
Reductions

e Mercer Median (+$10.1 million) is the OM&A component of the transmission
allocated portion of $38.6 million as stated above;

e The current revenue requirement reflects the reduced pension OM&A costs (-$5.5
million) due to the actuarial valuation of pension expenses completed by Willis
Towers Watson (Exhibit F, Tab 5, Schedule 1 Attachment 1);

e The current revenue requirement reflects the reduced OPEB OM&A costs (-$2.4
million) as a result of the latest valuation which is provided in Exhibit I, Tab 1,
Schedule OEB-205;

e The current revenue requirement reflects the reduced executive compensation
OM&A costs (-$1.5 million) identified in EB-2018-0130, Exhibit I, tab 7,
schedule 3, page 2 to be in compliance with Bill 2; and

e As part of the blue-page update Hydro One further reduced its OM&A (-$0.1
million) by factoring the Ontario Government Directive issued on January 1, 2019
(“the Directive”), as discussed in Exhibit F, Tab 4, Schedule 1, page 35 and also
identified in Exhibit F, Tab 1, Schedule 1, page 3.

e As aresult of the updated pension valuation as of December 31, 2018, which
Hydro One provided in the updated response to JT 2.31, pension OM&A costs are
further reduced by (-$1.7 million).

Hydro One submits that any further reductions contemplated by the OEB to the
amount of compensation recovered in rates based on the Mercer benchmark median
are not appropriate. As evident from the table above, the current OM&A ask in the
application reflects reductions which are larger than the OM&A component
representing the Net Mercer Median reduction by $1.2 million.

b) The compensation elements included in the Mercer Compensation Benchmark Study
are described in Exhibit F-4-1 Attachment 2, p. 28 of 34 Appendix C — Detailed
compensation Benchmark Methodology. The compensation elements are: Base
Salary / Wage, Short-term Incentive or Bonus paid/lump sum, Benefits including post

Witness: Sabrin Lila, lain Morris, Joel Jodoin
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retirement non-pension benefits, Pensions, and long-term incentives (i.e. LTIP, share
awards).

c) The study included all relevant compensation elements for both Hydro One and
market respondents.

d) There are no planned additional types of compensation that will be paid in 2020
through 2022 that were not in 2017.

Witness: Sabrin Lila, lain Morris, Joel Jodoin
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UNDERTAKING -JT 1.14

Reference:
1-07-SEC-046

Undertaking:
To provide the 2018 NATF transmission reliability report.

Response:
The 2018 NATF transmission reliability report was made available on October 10, 2019.

Below please find a summary of the data.

The 2018 NATF Report replaced the IPIl with TRIND (Transmission Index) due to the
retirement of the IPIl metric. TRIND, similar to IPII, is an index that aggregates key
indicators to provide an overall score enabling the comparison of performance over time.
Unlike IPIl which was a single year score, TRIND provides a score reflecting a 5-year
period.

There are nineteen peers in the 2018 data set.' Hydro One’s ranking is shown below.
Hydro One is investigating the factors contributing to the downward performance trend;
one possible reason is the inclusion of 115 kV circuit data beginning in 2016. Prior to
2016 only 230 kV and 500 kV data was considered.

TRIND Total 5-year Period Score*
2014-2018 19/19
2013-2017 17/21
2012-2016 13/21

*Lower score indicates better relative ranking

The 2018 NATF Report included traditional metrics rankings for both 2018 on a stand-
alone basis and for the 2014-2018 5-year period. These metrics are comparable to the
traditional metrics in 1-7-SEC-46.

! One peer didn’t submit data and another only submitted partial data.

Witness: Bruno Jesus
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Traditional Reliability Metrics (200-799 kV) — Single 2018* 2014-
and 5-year Average 2018*
AC Circuit Outage Rate per Hundred Miles per Year 15/19 12/19
AC Circuit Outage Rate per Element per Year 19/19 17/19
AC Circuit Average Outage Rate Duration of Sustained Outages 14/19 13/19
AC Circuit Outage Rate Per Hundred Miles per Year-Momentary 15/19 12/19
AC Circuit Outage Rate per Element per Year Rate-Momentary 18/19 16/19
AC Circuit Outage Rate per Hundred Miles per Year-Sustained 16/19 11/19
AC Circuit Outage Rate per Element per Year-Sustained 17/19 14/19

*Lower score indicates better relative ranking

Witness: Bruno Jesus
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