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Statement of Executive Compensation

PURPOSE

BC Hydro must disclose all compensation provided to the Chief Executive Officer (CEO) and the next four
highest ranking executives for the services they have provided to the organization. This document outlines the
governance, design, and total value of executive compensation for the fiscal year ending March 31, 2015 for
BC Hydro, and its two subsidiaries; Powerex and Powertech.

COMPENSATION DISCUSSION AND ANALYSIS

As a Crown Corporation, BC Hydro designs and administers executive compensation within its approved
compensation plan for executives as required under the Public Sector Employer’s Act. The Board of Directors,
and Governance and Human Resources Committee (GHRC) of the Board also play leadership roles in the
development of BC Hydro’s overall total compensation philosophy and its application to the Executive Team.

Deviations or changes to BC Hydro’s approved executive compensation plan are reviewed and approved by the
Board and/or the GHRC prior to submission to the Public Sector Employers Council (PSEC) for final approval.

GOVERNANCE
Executive compensation is reviewed by the Board and the GHRC. The terms of reference (as related to total

compensation) for each are outlined below.

Board of Directors

e Approves the CEO compensation structure, and performance-based holdback awards and salary
increases, acting upon the recommendation of the GHRC.

e Approves the total compensation philosophy.

e Reviews and recommends to the Board of Directors the CEO compensation structure, and
performance-based holdback award and salary increase.

e Approves the Executive Team compensation structure, and performance-based holdback awards and
salary increases, acting upon the recommendation of the CEO.

* Approves the Executive Team benefit and pension plans, acting upon the recommendation of the CEO.

TOTAL COMPENSATION PHILOSOPHY
BC Hydro’s total compensation philosophy is a reflection of the nature of its business and human resource
requirements. These characteristics include:

e Along term business planning cycle which includes large, multi-year capital projects
¢ Aneed for operational certainty to meet stakeholder expectations of reliable power at a reasonable
cost.

The total compensation design at BC Hydro is intended to encourage longer term employment, and balance
being able to attract/retain qualified executives with affordability and alighment to public sector executive
compensation policy.
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External competitiveness is determined by benchmarking to the 50th percentile of BC Hydro's target market
for labour on a total compensation basis. BC Hydro’s target market includes other Canadian electric utilities,
general industry companies of a similar size, and public sector organizations. Compensation is managed within
the mandate and policies set by PSEC.

PERFORMANCE BASED PAY

Executives participate in both a merit program and a holdback program which together comprise the
performance based pay for the job. The merit program is a review of an individual’s performance against the
mandate of their role/portfolio and may result in a change in base salary. Executive salaries are currently
frozen and have been since 2009.

The objective of the executive holdback program is to put pay at risk, focus the Executive Team on specific
performance objectives outlined in BC Hydro's Service Plan and provide a means to recognize achievements.

At the end of the fiscal year (April of each year), each executive summarizes their performance. The process
consists of a discussion between the CEO and each Executive Team member about the performance factors,
measurement criteria and demonstrated results, including BC Hydro’s overall performance. Based on these
performance reviews, the CEO determines a final performance score and recommends to the GHRC
performance based salary increases and holdback awards for the Executive Team.

Executive holdback awards are based on objectives linked to BC Hydro’s performance measures. The F2015
performance measures and results achieved can be viewed in BC Hydro’s Service Plan.
(http://www.bchydro.com/about/accountability_reports/financial_reports/service_plan.html)

ELEMENTS OF THE EXECUTIVE COMPENSATION PLAN
The current executive offer includes the following elements which align to and support the compensation
philosophy described above. The design may differ for subsidiary executives and managers.

Salary: A base salary that is determined and approved as described in the preceding sections.

Holdback Award: A holdback award is a portion of salary that can be earned by the executive based
on individual and company performance. The maximum holdback award possible is 20% of salary. The
maximum holdback award possible for the BC Hydro CEO is 10% of salary.

Benefits: Executives receive comparable benefits available to other management and exempt
employees, though the employer paid coverage for life insurance, long term disability, extended
health, and vision care are higher. The value of statutory benefits such as employer premiums for
WorkSafe BC, Canada Pension Plan, and Employment Insurance are included in the benefit amount

reported.

Pension: BC Hydro provides a defined benefit pension plan. The formula for calculating the pension is
2 per cent multiplied by an employee’s best 5 average consecutive years of plan earnings multiplied by
their years of contributory service. Executives receive additional benefits available through the
Executive Pension Plan. These benefits include the option to purchase service, within the guidelines, to
a maximum of 5 years.

All Other Compensation: Executives may receive paid parking. The taxable benefit value is reported
for paid parking usage. Executives may receive vacation payouts if they were unable to take the
vacation days as time off.
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