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Since 2004, the Canadian Coalition for Good Gowerad CCGG) has been preparing best practices daotarfur reporting
issuers in order to provide them with guidance ffecéive communication related to governance, doequalifications and
executive compensation. Best practidesuments have been issued on an annual basisassaddtused on providing
examples of leading forms of disclosure. For 2@t®have combined the two previous documents and $laifted the
emphasis to the substance of disclosure that ioreskpect of regulatory filings from the form a$closure. CCGG will
update this document on an as needed basis.

The Canadian Coalition for Good Governan@s formed to promote good governance practicsitompanies owned by
our members. Generally, these companies are merabtirs S&P/TSX Composite Index. Coalition membeeteve that good
governance practices contribute to a company'gyatnl create long-term value for its shareholders.

Membership in CCGG includes a wide range of ingtifwal investors: pension funds, mutual funds dmiditparty money
managers. Our members invest in the Canadian tamt&ets on behalf of millions of Canadians, mahywhom will rely on
the returns from these investments to fund theireraent years.

Currently, CCGG has 43 members who manage overtfilligh in assets on behalf of Canadian investors

For most investors, a company’s proxy circulahis primary communication link between the board stmateholders.
Investors expect the circular to clearly articul@teplain language, the governance practices atiditéees of the board, the
qualifications of directors, the issuer's executbegnpensation programs, particularly as they retatbe alignment between
compensation and the “shareholder promise”, riskagament, and shareholders’ interests over thettenmg.

Proxy disclosure assists shareholders in assegg@ruerformance and ability of the board to workhwhanagement to
determine corporate strategy and oversee the margagef the company’s primary risk issues. It @gplains how the
compensation structure incentivizes managemernthieee the of corporate objectives and controlefaessive risk taking.

Established in in 2005, CCGG’s Governance Gavel iisiaecognize excellence in communications by isstigough their
annual proxy circular. Originally focusing on elteace in disclosure of an issuer’s approach ta@etiee compensation,
CCGG expanded the Gavel awards in 2010 to recogwieellence in disclosure of board governance jmestnd director
qualifications, and shareholder engagement. uré)tCCGG will also recognize issuers who demotessabstantial progress
in improving their governance and disclosure pcasti

This document should be considered a guide foersson elements of disclosure that CCGG consi@dgsant when assessing
Gavel award candidates.

Issuers whose governance practices substantially afleof CCGG’s 2010 Building High Performance Bobguidelines and
who believe that their disclosure warrants consitien for a Gavel award, or to be included as & jpestice example in this
document, are invited to contact our Research Aasndaniel Curren, atcurren@ccgg.ca
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< (.
Cameco

2010 Award Winner

In determining the winner of CCGG'’s Best Disclosaféoard Governance Practices and Director Qualitons Gavel
award, CCGG considers the alignment between arrissgovernance practices and our 2010 BuildinghHRgrformance
Board guidelines and looks for proxy circular distires that allow CCGG to assess that alignme@G@& also looks for
ard skills
ms

CIBC

/’

2010 Award Winner

In determining the winner of CCGG's Best Disclosafé\pproach to Executive Compensation Gavel awa@GG looks for
executive compensation disclosure to incorporatstsumtially all of the best practices outlinedhistdocument, including

on the “competitive harm” exemption unless abstutecessary.

Introduction 2
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\\® PotashCorp

2010 Award Winner

In determining the winner of CCGG'’s Best PractiteShareholder Engagement Gavel award, CCGG cassidadidates that
have adopted “Say on Pay”, disclose their poliay practices on shareholder engagement by the laoakdemonstrate a
proactive approach to clearly communicating witlshhreholders and responding to shareholders’ezosc

Introduction 3



Proxy Circular Disclosure Best Practiq Stttk

GOOD GOVERNANCE

THE VOICE OF THE SHAREHOLDER

EXECUTIVE COMPENSATIONAND DIRECTORRELATED DISCLOSURE

Contents
The Importance of Plain Language DiSCIOSUre.............uiiiiiiiiiiiiiiieeieeeeevs 5
What do we mean by plain language and what arbehefits of itS US€? ...........cccoviiiiiimeeeeeennnn. 5
A Few Tips for Achieving a Plain Language DiSCIESUL...............uuuuuuuimmiii e e e 5

Disclosure and Alignment of Governance Practices Wi CCGG’s Building High Performance

BOArdS GUIEINES........oeiiiiiiiiiie ittt e e e 7

Executive Compensation DISCIOSULE............uuuueiiiiiei e eeeeeeeeeeeeeeeieeemme e e e e e eeeaaes 15
Linkages between Executive Compensation and theeBblaer Promise.........................cccee.. 16
Linkages between Executive Compensation and Riskagament ...................oooee. 19
Degree to which Compensation IS “At RISK” ... ceee oo 23
Effectiveness of the Compensation Program OVer TIMe..............uvvvvvvvviiiiiiiiiiiiiiieenenreeeeeeeeene 28
Management biographies, qualifications, and desonf responsibilities................ccccceeeenn.n. 32
Employment Contracts and Severance AgQreeMENLS. ..cc..uurrurrrrurrereeeuunnaasseassesnnsssssssennnnes 34
Use and Limits of Retirement Benefits and Pergessit..............ooevveiiiiiiiiiiiiiiiiiiiceceeeeeiieeeiieiieens 34
Use, Policies and Limits fOr DISCIELION ......cuueeourriieiiiiiiieeiiiiie et rmee e e 35
Compensation COMMITIEE .........oiiiiiieeeie et e e e e e e 37
OTNET TEEIMS ...t e ettt e e e e et e e e ettt e e e e e e e e e e e e e e 37

Shareholder ENQAgEMENL...... .o e e e e e e e e e e e e e eer b e 40

Table of Contentp 4



Proxy Circular Disclosure Best Practiq Stttk

GOOD GOVERNANCE

THE VOICE OF THE SHAREHOLDER

EXECUTIVE COMPENSATIONAND DIRECTORRELATED DISCLOSURE

CCGG's considers the SECAsPlain English Handbook: How to create clear SHE&bsure documentswvailable ahttp://
www.sec.gov/pdf/handbook.pdi useful reference for issuers.

In the preface to the U.S. Securities and Exch&@wamission’s (the “SEC"A Plain English HandbogkWarren Buffet wrote:

“for more than forty years, I've studied the docuntsethat public companies file. Too often, I'veehaunable to
decipher just what is being said or, worse yet, thatbnclude that nothing was being said... Theresaveral possible
explanations as to why | and others some-timeslsgim maybe we simply don’t have the technical krexgle to
grasp what the writer wishes to convey. Or perlipsvriter doesn’t understand what he or shelkingabout. In
some cases, moreover, | suspect that a less-thapubgus issuer doesn’t want us to understand gestib feels legally
obligated to touch upon. Perhaps the most commalsigm, however, is that a well-intentioned anainied writer
simply fails to get the message across to an igésit, interested reader. In that case, stiltegbjaand complex
constructions are usually the villaftis

Even savvy and well-resourced investors often esgpfireistration over the cumbersome nature of magylatory filings and
the degree of expertise required to understandappteciate what is being communicated. Discloscaesoften be greatly
improved through the use of plain language.

Plain language is a form of communication thatwdigyour intended audience to understand the infdomgou are trying to
convey the first time they read or hear it. Ineartb achieve effective disclosure, CCGG beliebas issuers should present
information in a manner that is:

given in context so that the information has megnin

Plain language does not mean that issuers shoald akiaring complex information that investors fiegjto make informed
investment and proxy-voting decisions. Ratheringlnguage means issuers should disclose alhfoemation investors need
in a manner that is understandable and user-fiyenejardless of its complexity. KPlain English Handbogkhe SEC writes
that “a plain English document uses words econdiyiead at a level the audience can understarglsetence structure is
tight. Its tone is welcoming and direct. Its dgsis visually appealing. A plain English documisnéasy to read and looks like
it's meant to be read”.

Using plain language in regulatory filings will @il issuers to get their message across to a graataver of existing and
potential investors more quickly and in a shorfece. Further, the use of plain language in désck documents means that
there is less chance that readers will fail to gtage information and issuers will spend less t@xrglaining the information.

Organize the document in a manner that supporntsdarstanding of the information it contains.

! Office of Investor Education and Assistance, (&&curities and Exchange Commission, 1998

Plain Language Disclosufe 5
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Descriptive headings and subheadings allow readegsickly find the information they are lookingrfand breakup the
document into more manageable pieces. Some effadiiclosures by Canadian issuers provide summagviews of each
major section while others use highlight boxesrtndreaders attention to the main ideas while titids of the documents
elaborates on those points.

Grouping related information can help readers wtdad the message being conveyed and quickly semtire picture.
Grouping related information also helps reduce neldncies in disclosure documents. As an examplbel Compensation
Discuss & Analysis (CD&A) section of their proxyrculars, many issuers will discuss how base saatie determined in one
section and discuss the particulars, such as asdilely levels and planned increases, in a contpléiféerent section, which is
not helpful to the reader. This practice is alsmown in discussions of equity-based compensatiograms.

Issuers should consider whether their disclosupeichents are organized in a logical flow so thatrimfation continues to build
upon itself, if applicable, and does not jump bank forth between different topics.

For disclosure of executive compensation plans, GEG&&ommends that each board’s compensation coesngtinsider

writing a plain-language introduction to their CD&Rat provides a high-level overview of the isssedmpensation programs,
the committee’s and board’s approach to executivepensation, a discussion of the decisions maddaw these decisions
link to the issuer’s corporate objectives and nsagement programs.

Use charts, tables or images to explain complicatetktailed information, wherever appropriate.

Avoid jargon and define or explain technical infation. For example, if “cash flow” is used as a@anance metric in a
variable compensation program, the issuer shodideland explain how it is calculated.

Plain Language Disclosufe 6
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Proxy circulars should clearly articulate a compampvernance practices in a format that allows GQ6G assess those
practices in relation to CCGG’s 2010 Building Higkrformance Boards guidelines. Disclosure shoddhtess the following
areas:

whether the company holds annual individual direetections
whether the company has adopted a majority votoligy
detailed disclosure of proxy voting results (in tmenpany’s annual Report on Voting Results)

the status of each director as either being inddpetnor not independent, the reason for not beidgpendent (where
applicable), and the percentage of the board shediinprised of independent directors

all board and committee interlocks of directors witdogether on one or more public company boargswhether or not
the company has adopted a policy limiting dire@t¢erlocks

all public company boards that each director hasisauring the past five years and whether ortim@tcompany has
adopted a policy that limits the number of boardsractor may sit on

whether or not the CEO of the company is requiceithé¢ leave the board upon retirement
detailed biographies of each director
the areas of expertise and experience possessthydirector (i.e. a skills matrix)

a description of the range of skills and experiesmaght by the board and whether or not the compaaigtains an
“ever-green” list of suitable director candidates

the board’s director orientation and continuingation programs, including a summary of progralmas €ach director
attended during the past year

the mandates for each board committee, includingtidr or not the mandate requires that a certateptage of the
committee be comprised of independent directorsvamether or not in camera sessions are held a®pasgch board and
committee meeting

each committee’s work plan

whether more than 1/3 of the Compensation Commisteenstituted by individuals currently serving@BSOs of other
companies and whether or not the committee’s merldaits the number of current CEOs

a detailed breakdown of the board’s director corspgan program, actual amounts paid and an exptanas to how the
board sets director compensation, similar to aneabated CD&A

the minimum share ownership requirements for dimsct

whether the company’s option plan allows for graataon-employee directors and the rationale flmvahg such grants
(if applicable)

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds
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expectations for each director and an explanatidheoboard’s performance review process for dinestcommittees and
the board as a whole

attendance record for directors at both the boaddcammittee level over the past year

a discussion of the types of events that would adlyniead a director to resign from the board (ea@f. meeting attendance
expectations, age or change of occupation)

a discussion of the board’s oversight of risk mamagnt processes, including its involvement in idging risks and
setting the company’s risk appetite levels

a detailed discussion of the company’s successaming process for the CEO and other key execsifjeay. skills
development programs, meetings between the boaréxactutives, job rotation programs, etc.)

alignment with CCGG'’s Principles of Executive Comgation
the company’s processes for engagement with shiaiesispand

adoption of a “Say on Pay” policy and resolutiobstantially similar to the model policy developed@®CGG.

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds
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Our policy on majority voting

If a director receives more withheld votes than for votes, he or she will
offer to resign. Our nominating, corporate governance and risk
committee will review the matter and then recommend to the board
whether to accept the resignation. The director will not participate in any
board or committee deliberations on the matter.

The board will announce its decision within 90 days of the meeting. If it
rejects the offer, it will disclose the reasons why. If the board accepts
the offer, it may appoint a new director to fill the vacancy.

The board adopted this policy in 2006 on the recommendation of the
nominating, corporate governance and risk committee, and we believe it
reflects good corporate governance.

Serving together on other boards

A. Anne McLellan and Victor J.
Zaleschuk serve together on the
boards of Agrium Inc. and Nexen Inc.

They do not sit on the same committees
at Agrium, but serve together on Nexen’s
finance committee and health, safety,
environment and social responsibility
committee.

The next table lists the 11 categories of skills and experience that are essential to the board overall, to effectively
oversee and act as a strategic resource for the company. The table also illustrates the number of directors who have

the indicated level of expertise according to their self-assessments.

Self-assessment of skills and experience

Strong working Basic level of
Expert knowledge knowledge

Managing/leading growth

Experience driving strategic direction and leading growth of an
organization, preferably including the management of multiple
significant projects

Business judgment

Track record of leveraging own experience and wisdom in making
sound strategic and operational business decisions; demonstrates
business acumen and a mindset for risk oversight

Mining, exploration and operations
Experience with a leading mining or resource company with reserves,
exploration and operations expertise

Operational excellence

Experience in a complex chemical or nuclear operating environment
creating and maintaining a culture focused on safety, the environment
and operational excellence

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds
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Continuing education and development

Continuing education helps our directors keep abreast of changing governance issues and requirements, and
understand issues we face within the context of our business. The table below lists the conferences, seminars and
courses that our directors attended in 2009, and the sessions that members of the audit committee attended as part
of their continuing education program.

2009 Topic Presented/hosted by Attended by
January 8 The directors’ series: Preparing for Deloitte & Touche Nancy E. Hopkins
year-end audit committee meetings
January 13 The financial crisis: Implications for Hugessen Consulting A. Anne McLellan
executive compensation
February 5 Traditional lands, duty to consult and  Gary Merasty John H. Clappison Oyvind Hushovd
treaty land entitlement in western Vice-President, Corporate Joe F. Colvin J.W. George Ivany
Canada Social Responsibility Harry D. Cook A. Anne McLellan
James R. Curtiss A. Neil McMillan
George S. Dembroski Robert W. Peterson
Gerald W. Grandey Victor J. Zaleschuk
Nancy E. Hopkins
February 6 IFRS: Benefits, risks and risk Kelly Orr John H. Clappison Oyvind Hushovd

mitigation

Vice-President, Controller

Joe F. Colvin
Harrv D. Cook

J.W. George Ivany
A. Anne McLellan

Director compensation
Compensation discussion and analysis

Four elements make up our director compensation framework:
Philosophy and objectives

2. Share ownership requirements

3. Fees and retainers

4. Assessing the program

—

1 Philosophy and objectives

Our philosophy and objectives for director compensation revolve around three key areas:

» recruiting and retaining qualified individuals to serve as members of our board of directors and contribute to
our overall success

+ aligning the interests of members of our board with those of our shareholders by requiring directors to hold a
multiple of their annual retainer in shares or share equivalents, and receive at least 60% of their annual retainer
in deferred share units (DSUs) until they meet our share ownership guidelines

+ offering competitive compensation to our directors by positioning it at, or slightly above, the median of director
compensation paid by companies that are comparable in size and in a similar business

Cameco’s circular is an excellent example of a camypdisclosing its governance practices and how éfign with regulatory
requirements and CCGG'’s principles and best pre&tid he disclosure is written in plain language mrakes ample use of
charts and tables to highlight important informatioSome of the features of Cameco’s discloswieide: a director skills
fall
d and

objectives.

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds 10
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supervisory responsibilities.

In Camera Meetings

The independent Board members
meet before or after every in-person
meeting of the Board of Directors

in in camera sessions, without the
presence of management and under
the chairmanship of the Board chair.
During the financial year ended
December 31, 2009, there were eight
in camera sessions that were attended
only by non-executive directors.®

Common Directorships

IN CAMERA
SESSIONS
ARE HELD BY
INDEPENDENT
BOARD
MEMBERS

AT EVERY
IN-PERSON
MEETING OF
THE BOARD OF
DIRECTORS.

With a view to further strengthen directors’ independence,
the Board has adopted a policy pursuant to which a director

shall not accept the invitation to join

an outside board on which a director

of CN already sits without previously
obtaining the approval of the Corporate
Governance and Nominating Committee.
In addition, the Board has adopted a
policy, which is included in our Corporate
Governance Manual, to the effect that

no more than two of the Company's directors should generally

NO BOARD
MEMBERS SIT
TOGETHER ON

THE BOARD OF
ANOTHER PUBLIC
COMPANY.

serve on the same outside board or outside board committee.

As of February 26, 2010, no members of our Board of Directors

served together on the boards of other public companies.

Number of Directorships

CN recognizes that Board membership requires a significant

dedication of time. As a result, the number of boards on which

an individual can serve is necessarily limited. With a view to
taking reasonable steps to ensure the ability of each candidate

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds
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KNOWLEDGE

SALES/ HUMAN ENGINEERING/ OF TRANSPORT | PUBLIC

MARKETING FINANCE ACCOUNTING LEGAL STRATEGY RESOURCES ENVIRONMENT | INDUSTRY POLICY
Michael R. Armellino v v v v v
A. Charles Baillie v v v v v v v
Hugh J. Bolton v v v v v v
e e / / v ’ ’ ’
Edith E. Holiday v v v v v
\Iéexslsjtrjre]nDarkes v v v v v v
The Hon. Denis Losier v v v v v v
Eziv:%nt. Lumley / v v v v
David G.A. Mclean v v v v v v v
Claude Mongeau v v v v v v v v
Robert Pace v v v v v v v v

Board and Committee Attendance

The tables below show the record of attendance by directors at meetings of the Board and its committees, as well as the number
of Board and Board committee meetings held during the 12-month period ended December 31, 2009.

NUMBER AND % OF MEETINGS ATTENDED
CORPORATE ENVI- HUMAN | INVESTMENT
GOVERNANCE RONMENT, RESOURCES COMMITTEE
AND SAFETY AND AND COM- OF CN'S STRATEGIC

AUDIT | NOMINATING SECURITY FINANCE PENSATION PENSION PLANNING | COMMITTEES OVERALL
DIRECTOR™ BOARD COMMITTEE COMMITTEE COMMITTEE COMMITTEE COMMITTEE | TRUST FUNDS COMMITTEE (TOTAL) | ATTENDANCE
Michael R. Armellino 11/11 5/5 - - 4/4 - 5/5 3/3 1717 28/28
(100%) (Chair) (100%) (100%)
A. Charles Baillie 11/11 3/3 - 3/3 4/4 9/9 3/3 3/3 25/25 36/36
(100%) (Chair) (100%) (100%)
Hugh J. Bolton 91 5/5 4/5 - - 9/9 - 33 21722 30/33
(82%) (95%) (91%)
Ambassador 11/11 2/2 - 11 4/4 9/9 - 3/3 19/19 30/30
Gordon D. Giffin (100%) (100%) (100%)
E. Hunter Harrison @ 9/10 - - - - - - 2/3 2/3 11/13
(90%) (67%) (85%)
Edith E. Holiday 11/11 - 5/5 4/4 - 9/9 5/5 3/3 26/26 37/37
(100%) (100%) (100%)

CN Rail’s circular is another excellent examplalsiclosure that clearly articulates the companggegnance

practices and their alignment with CCGG recommerinked practices. Some of the best disclosurerestf CN’s proxy
circular include the use of a skills matrix, distioe of the board’s policy limiting the number oftside boards that directors
may sit on and director interlocks, disclosurehaf board’s policy and use of in camera sessiomsaatetailed table featuring
the board and committee attendance of each director

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds
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Mr. Mayberry is Chairman of the Board of the Bank. He is the retired Chairman and Chief Executive Officer
of Dofasco Inc., a manufacturer of primary steel products. He holds a B.A. from the University of Western
Ontario and a diploma from McMaster University in Metallurgy of Iron and Steel. He has been awarded an
Honorary Doctor of Laws from McMaster University and is a member of the Order of Canada.
Mr. Mayberry currently serves as lead director of Fort Reliance Ltd., the parent company of Irving Oil Ltd.
Board and Committees Meeting Attendance  Public Company Directorships
Board 10 of 10 100%  N/A
Executive and Risk 90of 9 100%  Past Public Company Directorships (2005 - 2009)
(past Chair) CFM Corporation
o ‘
John T. Mayberry, C.M. Human Resources 10of1 100% :Deco[palltngemat\onai Inc.
Burlington, Ontario, NEOTHMITS
MDS Inc.
Canada
Director since 1994 Solime i Total Value of Meets Share
d d Common Total Common Common Shares Ownership
Independent Fiscal year Shares DDSUs Shares and DDSUs and DDSUs Guidelines
Age: 65 2009 12,704 38,098 50,802 $2,298,791 yes
Ineligible for 2008 12,207 29,215 41,422 $1,664,750 yes
raelection in Change 497 8,883 9,380 $ 634,041
April 2015 ; ; A
p . Director Options Held: e el
Areas of Expertise: Date granted Expiry date Exercise price unexercised money options
Primary Steel Products N/A
Management Total amount of equity at risk (Common Shares, DDSUs and Director Options): $2,298,791 in 2009, $1,664,750 in 2008

Bank of Nova Scotia’s director biographies inclulde director’s photo and place of residence, the déen they became a
director of the board, their age and areas of diggera biography, board and committee membershigside boards, the
director’s attendance record, and the director&eioldings.

Item 1: Election of Directors

By a vote, the results of which are outlined below. the following directors were elected to hold office for the ensuing year or
until their successors are elected or appointed:

Voted 0/S

Vote Type Voted (%) (%)

JOHN A. BROUGH For 434,683,636 94.63 62.39
Withheld 24,655,417 5.37 3.58

Non Votes 36,660,258 5.26

Kinross disclosed the detailed voting results bfegdolutions on the company’s ballot, includinguks for each director’s
nomination. The company disclosed the number &ndgmtage of votes for and withheld of the totabgaast and outstanding.

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds 13
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Election of directors

Nominee: Votes FOR % Votes WITHHELD % Total Votes

K.T. Krystyna Hoeg Total 99.83% 0.17% 732,258,059
Exxon Mobil 589,928,303 0
Publicly traded shares 141,070,258 99.12% 1,259,498 0.88% 142,329,756

Imperial Oil disclosed detailed voting results tfrasolutions on the company’s ballots, includinegults for each director’s
nomination. The company disclosed the number andemtage of votes for and withheld for each dineahd broke down the
voting results by those that are widely held arabéhheld by its controlling shareholder, Exxon Mofihis information is
extremely useful for minority shareholders of cofied corporations, particularly those with muléiglass structures.

Disclosure and Alignment of Governance Practiceél ®ICGG’s Building High Performance Boalds
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CCGG believes that compensation is one of the pmserful tools that boards have at their disposakhaping the
behaviourof company management. While CCGG recognizestigssamount and design of executive compensation
packages is the responsibility of the board, corspgon plans should reward performance and beeadigvith CCGG’s
Executive Compensation Principles:

1. *“Pay for Performance” should be a large compboéaxecutive compensation.

2. “Performance” should be based on measurableadgisted criteria and evaluated over an apprtgptime horizon, to
ensure the criteria have been met.

3. Compensation should be simplified to focus oy keasures of corporate performance.
4. Executives should build equity in the companyalign their interests with shareholders.
5. Companies should put appropriate limits on pBrssibenefits, severance and change of contrdlesnénts.

6. Effective succession planning helps to mitighteneed to pay for retention.

Disclosure of a company’s compensation plan sholeldrly describe how it is linked to the comparstisitegy, objectives,
and risk management. Compensation disclosure gtadstd communicate the role of the board in désgyand determining
executive compensation, key factors consideredhé&ypbard, the ability of the board to exercisergison when making
compensation decisions and whether is has actoaeéy used and the rationale for the board’s dexssio

Executive Compensation Disclosdre 15
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A company’s long-term corporate objectives andtitategy for achieving those objectives is the fshalder promise”
— the reason for investing in the company.

In order to understand the links between the slwddeh promise and compensation, CCGG looks for @raation disclosure
to:

explain how the chosen performance metrics aligh thie shareholder promise, and

explain how the features of the compensation plign avith the company’s shareholder promise.

CCGG has found that disclosures often fall shofulty explaining an issuer’s shareholder promisd aow it links to
compensation. For example, many companies statéhéir objectives include increasing shareholddue. Most investors
assume that a company is attempting to create amxihrize shareholder value. For the disclosurestonkeaningful, it should
explicitly state what the company is trying to astd@ and how it intends to fulfill achieve it.

Another common shortfall of compensation disclossrde failure to explain how the chosen perforogametrics align with
the shareholder promise and why those measureschesen over other commonly used company or inguséasures. For
example, a company may describe its long-term d¢ibEsas being #1 in a given business segmentfoctes on achieving
certain operational efficiencies, however, the emggerformance metrics for determining compensatmnot speak to these
same objectives.

Finally, compensation disclosure should discuss timadesign of a compensation program — such asithef various
components of the program — and its features — asi¢he vesting and other conditions — align wigth¢ompany's
shareholder promise.

The following excerpts from 2010 proxy circularaasures are excellent examples for issuers:
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“CIBC is committed to a strategy of delivering cmtent and sustainable performance in the belafdioing so will earn
the Bank a premium valuation over time. In suppbthis strategy CIBC has refocused its core lassas to emphasize
traditional Canadian retail and wholesale bankimgre CIBC has a strong and proven track recordafess, adopted a
lower risk profile and built one of the strongeatance sheets of the major North American banks.

For fiscal 2009, your Board of Directors undert@lother initiative in support of this strategy, alniwas to strengthen the
connection between the way we compensate our sexgéautives and the kind of performance we — amdediow
shareholders — want CIBC to sustain over time...

So, what has changed? Consistent with our straedyower risk appetite we have among other thireguced the range
of pay for CIBC'’s senior executives. We have atsttuced the potential for year-over-year volatiiitytheir pay packages
by having a higher proportion of fixed versus valgacompensation, including higher base salariegloing so, we have
addressed both the structure and level of seniecidive pay.

At the same time, we have strengthened the linkiédet senior executive pay, performance and thaisest execution of
CIBC's strategy. We have made Performance Shaits dibigger part of our pay mix for senior exeeesi and replaced
Restricted Share Awards with Book Value Units, Hqrenance-based tool that, in our view, better fiag to the creation of
real and sustainable value over time, rather tlgmgbunduly influenced by short-term market movetsgn

CIBC's explanation of the linkages between its cemgation plan design and its shareholder promigeiten in plain
language and it clearly explains the Bank’s obyed;j its strategy in support of those objectivasitsrationale for choosing
those objectives and strategies. The Bank seedslitcer less volatile ‘performance’ by emphasizingre traditional Canadian
retail and wholesale banking, as it believes thikl@wer their risk profile and earn the Bank aprium valuation over time.
The circular goes on to explain that because th& aseeking to reduce the volatility of its pernfance and reduce its risk
appetite, it has similarly sought to reduce thiatility of executive compensation packages. TlaalBhas also tried to align
executive compensation with the “creation of rew austainable value over time”, a key componettsafhareholder promise,
by replacing Restricted Share Awards with Book édlinits.

“Ultimately, Barrick’s performance objective isiticrease share price. With this in mind, Barriekeas on a number of
measures that support this objective to deterntiee@hnual performance incentive. Share priceivedby financial results
(earnings per share, operating cash flow per shacdkreturn on equity) which are in turn drivenkey operating measures
(gold and copper production and total cash cost)dhe assessed during the performance revieweseltnancial and
operating goals are largely driven by strategicamapives such as mine development, cost managesupply initiatives,
reserve performance, corporate development andhizagaonal performance. Finally, Barrick also laastrong commitment
to the environment, health and safety, and commuelations. Therefore, measures such as envirotahgrotection and
regulatory compliance, building the Barrick safetjture, and the effectiveness of community andegoment relations are
also assessed during the performance review.”

Like many issuers, Barrick explains that its olijexts to increase its share price. Barrick’'s cemgation disclosure explains
that this objective is driven by financial resuliBich are, in turn, driven by operating results atrdtegic projects. Barrick also
explains that environmental, health and safetyquardnce and community relations are also impoxantpany objectives.
This clear and concise explanation describesdoe$ivlders what the company must accomplish tdl fitéf objectives. The
circular later shows that each of the performanetrios listed in the above disclosure are useceterdiine the company’s
annual bonus payments.
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“Option vesting is determined by achieving corperpérformance goals that historically have coreelatith our TSR (total
shareholder return) and the relative performanaauoflT SR to the TSR of our peer index... In connectidgth the
development of our Performance Option Plan in 2@0& Committee worked with Hewitt Associates to L8eyear
historical data to analyze the correlation betwa@ncash flow return on investment (“CFROI") a nsmwur weighted
average cost of capital (“WACC") and our TSR periance relative to the DJUSBMI performance (Potash&sen peer
group). Having established a strong correlatiamvben our CFROI-WACC and TSR performance levelsties to the
DJUSBMI performance, the Committee and Hewitt Asstes developed a schedule based upon our CFROI-GMAGIs
to vest appropriate amounts of shares at differpecirmance levels.”

Potash’s compensation disclosure clearly explaimg tvdecided to utilize its chosen performancerinets a vesting condition
for its option grant: the company and its comp&araconsultants found a strong correlation betwian metric and its
historical total shareholder return. While thisisexample of a board taking a fairly scientifipeoach to compensation —
something CCGG does not necessarily expect ofslidrs — it is also an example of a disclosureclratly articulates the
rationale for a board’s decisions and how thosés@mts align with the company’s stated sharehofatemise.

“We believe that the annual cash incentive awaddishconstitute a substantial portion of executiwenpensation because
our business tends to work on a shorter performaycies, thus making annual incentive awards dffect matching
compensation to our performance.”

“EBIT is the performance measure that determinesritive payments for the corporation’s employedarge (including
our executive officers) and has been for a numbgears. Over this time period, our corporatigmsformance has been
strong, and the Committee has determined, thergtioae EBIT has been an effective performance divjet

The first example from Tim Hortons compensatiortidisure explains how the design of the compensatiam, in this case the
compensation mix, aligns with the company’s shadgrgromise. As a retail business, Tim Hortorssldises that it operates
on a short performance cycle, according to the @mis disclosure. Accordingly, the board has plageshter emphasis on
compensation awards that it believes best matshithie horizon.

The second example explains the board’s ratiomalatflizing its chosen performance metric - onatfis less scientific than
the example referenced in Potash’s circular buetimess articulates to shareholders why this mistiiest used to align
compensation with the company’s shareholder pramise
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The financial crisis of recent years has heighténeestors’ focus on risk management and oversigiorder to fully
understand the alignment between compensation gmeggand risk management, disclosure should include:

a discussion of the coordination between the pymiak management committees (including environmlecmmittees)

an explanation of how the design of the compensatian is intended to incentivize prudent risk ngeraent and/or not
to take excessive risks.

If risk management is not a primary consideratibthe Board in designing compensation programsgiteeilar should
explicitly state that fact.

Unfortunately, the alignment between compensati@mhrask management is an area where many compensiiticlosures
fall particularly short. The following are sometbe best examples of disclosure that describesrlswnanagement factors
into compensation plan design and decisions:

“In connection with the adoption of the annual &rgerformance objectives for 2009 and again fdi0(2éhe Committee
considered the extent to which these metrics (ogrstnot selected, such as those based on stae},mould potentially
incentivize unnecessary or inappropriate risk-tgkdnshort-term decision making. The Committeectiaated that the
absence of multiple-year performance objectiveslevaot encourage the assumption of undue riskhag-$erm
decisions aimed at the achievement of a currentgfejgctive would become apparent in the budgetirngess for the
following year. As such, consistent declines iddpeted target growth due to short-term decisioningakould be visible
to the Compensation Committee and Board. Additlgnas mentioned above, EBIT is the performancasuee that
determines incentive payments for the corporatiemployees at-large (including our executive offi3eand has been for
a number of years. Over this time period, our coapon’s performance has been strong, and the Gtiearhas
determined, therefore, that EBIT has been an éffegierformance objective which has not led to ngent management
practices.

In addition to the metrics selected for performabhased compensation, discussed above, the Comiétieses that
certain our other tools and policies mitigate azeitive to take excessive risks. These tools afidigs include: stock
ownership policies, not accelerating equity awangsn retirement, the continued monitoring of ingrmquity to ensure a
proper balance of risk and reward with lower-tifficers, and utilizing tally sheets to monitor tdssnand unusual impacts
on compensation over a number of years. The fatigwdditional aspects of our compensation progralsts limit the
amount of benefit that could be obtained by ex@estthrough undue focus on short-term results andfough excess
risk taking: long-term equity incentive and shatrh cash incentive awards are directly linked tofmancial
"#$%

-financial or qualitative goals and objectives emasidered in the setting of future

compensation.”

Tim Hortons’ compensation disclosure provides shalders with enhanced disclosure on the relevahdslomanagement

in their formulation of compensation decisions goldn design. Further, the discussion explicithtes the board’s
confidence that both the performance metrics used the structure and features of the plan iteglfice any incentive to take
excessive risks.
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“In 2009, as part of the comprehensive review ef@ompany’s compensation strategy, the HRC detehtio introduce an
annual compensation risk review process. A forpnatess has been developed which seeks to ideatitifyherent risks
associated with compensation, reviews what poligrespractices are in place to mitigate those riakd how effectively
they are being dealt with. This analysis was catetlon an initial basis for 2009 and covered tiiewing key areas:

&
&

Stock- (
Other policies and provisions.

While this review represented an initial examinatdd this emerging governance area, which will corg to evolve, the
HRC considers that the process adopted will beffanteve vehicle for examining compensation risklanitigation
strategies.

Arising from the review, the Committee determinkdttthere should be a formal statement of the Cogipapproach to
compensation recoupment. It has implemented argec@mpensation recoupment policy, which applieslt variable
compensation plans”.

As with Tim Hortons disclosure, TransAlta explaingts shareholders that the Human Resources Cdesmaf the board has
begun to consider risk management when making cosgte@n decisions. Further, the disclosure explaihat incremental
steps the Committee has taken to further strengtiealignment between risk management and compiensdn the case of
TransAlta, the Committee decided to adopt a forolalvback’ statement.

“The Bank’s compensation programs are founded owciples and processes that support the manageshask, ensuring
management’s plans and activities are prudent atused on generating shareholder value within faetfe risk control
environment. In keeping with the evolving regutgitenvironment and emerging best practices, RB&rndk a review to
strengthen the alignment of compensation and geveepractices with sound risk management prirgiple

A new compensation risk management oversight coteenivas established by management in 2009 to farenptocesses
for governance, oversight and management of conagpiensprograms. Committee members include the @ik Officer,
the Chief Human Resources Officer, and the Chighiadstrative Officer and Chief Financial Officel.he compensation
risk management oversight committee reviews anditmm@ncompensation program design and payouts gimacentive
programs to ensure alignment with the principlesstind compensation practices issued by the Fiala®tbility Board,
the forum of international regulators created tonpote financial stability.

In 2009, the compensation risk management oversigiimittee reviewed major compensation programis savifiocus on the
Bank’s executive program and the RBC Capital Marfebgrams, to assess alignment with the FinaSt#dility Board’s
principles for sound compensation practices andake recommendations for changes. The Human Resso@ommittee
review the assessments and approved the followihgrecement to compensation programs:

The stock option program vesting schedule was sstjushereby 50% of options will vest three yeateragrant date and
the remaining 50% will vest at the end of the fourear. Options previously vested on the basbéb annually, beginning
one year after the grant date.
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Introduction of a clawback policy for executivestbé Bank as well as employees of RBC Capital Matk& his policy will
allow RBC to recoup incentive awards that haveaalyebeen paid and cancel unvested performance-rassdive awards
for individuals who engage in conduct that is deémtal to RBC.

Increases in the deferral component for seniordesadf RBC Capital Markets. Under the new scheaulainimum of 45%
of the total bonus awarded to senior leaders isrded through equity-based programs which vest three years or longer.

In addition, the Committee now formally meets vittle Chief Risk Officer to discuss how the Bank’snp@nsation
approach and programs align with sound risk manageprinciples and how the compensation structndedesign result
in incentive awards that symmetric with risk outesni

As with the two previous examples, the Royal Bah€anada’'s compensation disclosure includes afgignt discussion of
how the board considers the management of riskswiaking compensation decisions and what steps takea to align
compensation with risk management.

“Nexen’s compensation policies and practices eramgeibehaviours which align with the long-term iatgs of the
company and its shareholders. While our programspaactices re not structured to reward excesskeaking, we
recognize that some level of risk-taking is necessaorder to achieve outcomes in shareholderst beerests. However,
we have a number of mitigating strategies within palicies and practices that are described below.

Nexen is another example of a non-financial ses/foen that discusses how risk management congidesafactor into the
design of the company’s compensation plan. Nexdisdosure expands on the policies the board hamplace to ensure its
incentive compensation does not encourage excessk/aking.

“Before finalizing year-end bonus pools, the [Comgtion] Committee assess whether risk is apprigyieeflected in the
bonus pools for the current year, and whether cosgteon takes into account longer-term performaridas review is
strengthened by having four members of the Comenittieo also serve of the Board’s Risk Review Conegmitt

Bank of Montreal’s circular discusses the intex@attietween the board’s primary risk committee andémpensation
committee. In this case, there is an overlap of faembers who sit on both committees which thekBaalieves strengthens
the compensation committee’s understanding ofities that are embedded in the Bank’s performance.
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“We have formalized our risk management activitiElated to compensation design, including a newgss to support the
committee’s risk assessment and guide its decis@king. Risk Management was formally involved ss@ssing the AIP
results for 2009 to ensure we achieved them withénestablished risk tolerance levels.

Starting in 2010, our compensation decision makiragess includes the following activities:

An annual presentation to the committee by the Etkee Vice-President, Actuarial and Risk Managenamthe key
risks in the organization (segmented across fisle categories: credit, market, insurance, operatiand strategic) and
the implications for the compensation design.

Completing a risk scorecard for the committee shgwihether we achieved our financial results withia risk
appetite and tolerance levels approved by the bioarthe various categories of credit, market arairance risk. The
scorecard helps the committee to assess whethachieved our results without taking on excessisk. ri

Including specific risk-related goals for each Inesis group under they business performance indicatoneasure for
the 2010 AIP.

The board has discretion under the AIP to adjwesfitial results by +/- 25% based on its assessofeahte risk we assumed
to generate our financial results, as well as dffietors that may have had an impact on our pedoo®.”

Sun Life’s disclosure explicitly states that thexlwbconsiders the risks taken in order to achibeecompany’s financial results
when determining annual bonus payments. and iengiat recourse based on its assessment of rstgisting bonus payments
by +/- 25%. Further, the circular briefly discusske types of risk that the company faces angibeess for evaluating the
risks that Sun Life assumed. Finally, the circaldvises investors that specific risk-relatedlg@gere introduced as formal
performance measures.
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Many compensation disclosures will state what pgroénamed executive officer (NEO) compensatiocosprised of
variable or “at risk” elements. However, in asgagshe degree to which executive compensatiorulyg &t risk, CCGG looks
for disclosure to answer the following questions:

What percentage of compensation is targeted tabable or “at risk”?

What is the range of potential payments under gadghble compensation payment?

What is the company'’s policy on guaranteed or mimmvariable compensation payments?
How are equity-based compensation grants deterrpined

Do equity-based compensation awards have perforeneareditions attached?

Are executives required to hold options for anyigekof time after exercising them?

Does the company have a claw-back policy and/aligypto “zero-out” unvested/unexercised equity€zhs
compensation grants?

Further, when discussing performance targets arfdrpgance vesting conditions, compensation disckstould provide
context so that shareholders understand how ditfiba board intended those targets and conditiomdd be to achieve.
For example, when discussing current performancgets, disclosure could include historical perfongeresults for the
metrics being used.
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% of Total Direct Compensation

Restricted | Performance Book Total
Base Cash Total Cash Share Share Value Stock Total Direct
Salary Bonus Compensation Awards Units Units Options Equity Compensation
CEO 20% 30% 50% 0% 20% 20% 10% 50% 100%
SET — Operating
Businesses 13%-21% | 32%-38% 50%-54% 0% 19%-20% 19%-20% | 9%-10% | 46%-50% 100%
SET — Control/
Support Functions 25%-29% | 27%-38% 55%-62% 0% 15%-18% 15%-18% | 8%-9% | 38%-45% 100%
Total Direct Compensation | | Indirect Compensation
1. Base 2. Annual 3. Strategic 45?(;1;::_“ 6. Retirement
3 Cash Achievement + 5. Benefits Income
Salary Bonus Awards genm Programs
Incentives 9
Pay for Pay for : Pay for mid- Pay for future Investment in Investment in
role and annual term strategy performance employee health financial
capability performance execution that and retention and well being security after
results in as well as retirement
sustained and perquisites
enhanced
performance
“At Risk” "At Risk”
Awards Payouts

CIBC's disclosure clearly illustrates what percegetaf total direct compensation each componeirgeted to comprise, as
well as the targeted mix between cash and equisgdaompensation for its executives. Further, CG3RIGclosure clearly
explains to the Bank’s shareholders that its anbaals and strategic achievement awards are faavisrds” (i.e. their grant
date value may vary from year to year) while midd éong-term incentives are “at risk payouts” (their grant date value is a
fixed amount but their payout value is dependerfiuture performance).
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The actual incentive award received by the individual may
be more or less than target level. Typically, annual incentive

awards range from 0 to 200% of the target for that position.

2009 ANNUAL INCENTIVE TARGETS'

Position Minimum Target Maximum
CEO 0% 75% 1560%
CFO? 0% 55% 110%
Executive VPs 0% 60% 120%
Senior VPs 0% 45% 90%

1 Reflects percentage of base salary on December 31, 2009.

Nexen, like most issuers, explicitly states thgeabonus for its NEOs as a percentage of theireis/e base salaries and the
possible payout ranges — 0% to 200% of targeti;ydhse. Nexen also expresses these minimum axichoma bonus payment
ranges as a percentage of base salary for each NEO.

PAY STRUCTURE Contractual Arrangements
AND RISK e Change of Control policy includes a double trigger (see page 61 for additional information).
ALIGNMENT e Guaranteed bonuses are limited to new hires and for the first year only.

(continued)

CIBC's circular explicitly states the Bank’s polioy guaranteed bonus payments. In this case, GhiitS guaranteed bonuses
to new hires and for the first year only.
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Canadian Coalition for
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LTIP Plan

Plan Objectives

Desigh Summary

Performance Share Unit Plan (2009)
e Long-term incentive awarded in 2009 to be
paid out in 2012

Performance Driven Share Unit Plan (2006,
2007)

* Long-term incentive awarded in 2006 and
2007 paid out or to be paid out in 2009 and
2010, respectively

* Reward Executives for achieving
consolidated operating earnings targets
over a three-year period

¢ Reward Executives for achieving earnings
per share and return on invested capital
targets.

e PSUs are paid out in cash at the end of the
performance period
¢ The number of units awarded is based on
salary, individual capabilities, performance
and potential
e Payment is linked to:
¢ 3-year average corporate STIP payout
percentage result that relates to
Canadian Tire's consolidated operating
earnings results
e value of Class A Non-Voting Shares

e Performance driven share units (PDSUs) are
paid out in cash at the end of the
performance period

¢ The number of PDSUs awarded is based
on:

e salary, individual capabilities,
performance and potential

* earnings per Class A Non-Voting Share
and return on invested capital

e Payment is linked to the value of Class A
Non-Voting Shares

In recent years, Canadian Tire has switched fré?ardormance Drive Share Unit Plan with a ‘front-endltiplier’ to a
Performance Share Unit Plan with a ‘back-end miidtip— i.e. performance vesting conditions. CamadTire explains that in
previous years, share unit grants were driven byigs per share and return on invested capitatredtly, executives are
awarded a target grant based on their positionh=it ultimate payout is related to the companyssolidated operating

earnings over the vesting period.

Most issuers explicitly target annual bonus awandants and possible award payment ranges for e®s and clearly
explain, in varying degrees, how award amountsiatermined. Few issuers, however, do so for eduaged compensation
awards, including share units and options. If gghased compensation grants are awarded as arfixetber of units/options
or a fixed dollar amount, compensation disclosstesuld explicitly state that fact.
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Potash’s circular provides shareholders with agrardnce vesting schedule for the company’s anmt#mgrant. Further, the
company provides a table illustrating the compapggormance during the vesting period of the thmest recently vested
option grants — providing shareholders with som&ext so that they may assess the likelihood dfvisting.

TELUS’ compensation disclosure explains that thagany’s Executive Share Units (ESU award) are gosing the same
balanced scorecard approach that is used to detethie company’s annual bonus payments (a ‘frodtrealtiplier’). Further,
the disclosure shows the company’s actual perfoceanores and payments against the company’s tagdts.

Executive Compensation DisclosuBegree to which Compensation is “At Risk”
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In order to truly understand the effectivenessroisauer’s compensation programs, shareholderstoasat only know the
grant date value of compensation awards, whiclectflhow the board intended to compensate manageouealso how
effective the compensation program laasually been in aligning management’s interests with di@ders and the
shareholder promise. Compensation disclosure dhnalude:

a “look back” table or chart showing the currentealized value of past compensation awards

a chart comparing compensation awards againstcthalaesults of key performance metrics used éncitmpensation
plan, and

results of any forward looking stress tests therdbosay have conducted when making compensatiorsidesi

TD's circular includes an innovative look-back &lwhich shows the grant date values of the CEQispamsation for each
year of his tenure and the actual value of thatpemmation as of the most recent year-end. The tbb compares the actual
compensation the CEO received to the value of & $ha@reholder investment in each of those yeahnss i$ a very useful

tool which clearly illustrates how well TD’s compiion programs align with the interests of shadddrs over the longer-

term.

Executive Compensation DisclosuEffectiveness of the Compensation Program Over Time 28
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Potash included a chart in its compensation discowhich shows the grant date value of each afdtepensation awards
compared to the performance of one of the compamyfsary performance metric. This provides shaladris with some
context to understand how difficult the companyesfprmance objectives are to achieve and how welcompany’s

compensation program aligns with performance.

Executive Compensation DisclosuEffectiveness of the Compensation Program Over Time PAS)
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Similar to Potash’s disclosure, Bombardier compéeegariable compensation awards against the cagigp@rimary
performance metric over time.

Executive Compensation DisclosuEffectiveness of the Compensation Program Over Time 30
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Petro-Canada’s 2009 compensation disclosure (firittre company’s merger with Suncor Energy Inacjuded a chart which
showed the current value of past equity-based cosgtmn grants. Providing the current value ofdnisal equity-based
compensation grants allows shareholders to futthderstand the effectiveness of the company’s cosgimn programs and
illustrates the alignment between compensationshadeholder interests.
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To understand the appropriateness of a compangsugixe compensation plan and its compensatiorsibes, shareholders
need to have some understanding of the roles apadmsibilities of each NEO, their qualificationadehow their
performance was assessed.

BMO’s compensation disclosure provides a brief dpson of the responsibilities of each of its NE@scusses their
individual performance assessments, provides &tean of total-direct compensation over the phste years and
compares their current share holdings to their mimm requirement.

Executive Compensation Disclosufe: 32
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Nexen’s compensation disclosure includes a phg®, jplace of residence, brief biography and breakrdof company and
industry experiences for each of its NEOs.

Executive Compensation Disclosufe: 33

Management Biographies, Qualifications, and Desoripof Responsibilities




Proxy Circular Disclosure Best Practic

EXECUTIVE COMPENSATIONAND DIRECTORRELATED DISCLOSURE

In seeking to understand the employment agreenbettgeen an issuer and its NEOs, including theirimmiim share-ownership
requirements, CCGG looks for compensation disclsuianswer the following questions:

Are severance payments and accelerated vestingudf/ebased awards subject to double-trigger charigentrol
provisions?

What are the meaningful terms of the company’s emipent contracts?

Has the board adopted a policy to discontinue/thtoe contract provisions that differ from thoserently in use (e.g.
future CEQO'’s severance payments will be subjedotable-trigger provisions)?

What payments would be made to NEOs under eachrimantal termination scenario, if their employmisrierminated as
of year-end?

What are the minimum share-ownership requiremémwtisdach NEO faces?

Are NEOs required to maintain minimum share-ownigrivels for any period of time after leaving t@mpany?
Has the company adopted an anti-monetization galicy

Has the company adopted a pre-arranged tradingygoli

What are each NEOs current shareholdings and haWwejocompare to their required holdings levels?

Are NEO shareholdings valued at book or marketgsf?c

Do in-the-money option grants and unvested equiyts count towards an NEOs minimum ownership requénts?
; / 9 <

In reviewing the use of executive perk and retirenienefit programs, CCGG looks for compensati@aldsure to answer the
following questions:

Has the company granted additional years of persgovice and what is its policy on granting additibcredited service
going forward?

Does the company have hard-dollar caps on pensioefits?

Does the company have any policies governing teeofiperks for executives, particularly for coneosial perks such as
personal use of corporate aircraft or tax-gros® ups

Executive Compensation DisclosuEmployment Contracts and Severance Agreements
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C

Board discretion is an important considerationnfiany shareholders when assessing executive contmengeclosure.
Situations may arise in which unforeseen circunt#tartause formula-driven compensation decisiobs toappropriate. In
those situations, it would be appropriate for tbard to use its discretion to modify those awartise use of discretion,
however, particularly to increase compensation dwar years of poor performance, may prompt investacern that
discretion is being used inappropriately. In ordemitigate these concerns, compensation disaosiuould:

fully explain under what circumstances the boarghnhreasonably expect to exercise discretion
state whether or not discretion was used to adjwards during the current year or in the recent gag, if so, why

state the degree to which the use of discretioap(iflicable) affected actual compensation awardsfahwould be
exercised in the inverse situation to an equalpppbosite degree, and

state if there are any limits or rules governing tise of board discretion.

Executive Compensation Disclosuldse, Policies and Limits for Discretion
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“In January 2009, the objectives were set assummgxchange rate of US$1 — CAD$1.2121. During/ds, the actual
exchange rate was US$1 = CAD$1.1364. Objectivasviiere set at the beginning of the year assumlogier Canadian
dollar were adjusted to reflect the actual exchaage during 2009. The adjustment, which doesmpact the 2009 results,
provides a better representation of the actuabpednce against the targets. The following tabteides the 2009 objectives,
reflecting such adjustment, and the 2009 resulteparted by the Company.”

CN’s disclosure is a good example of a companyamjplg how and why discretion was used during th& gear and
comparing the company’s results before and afeeettthange rate adjustment.

Executive Compensation Disclosuldse, Policies and Limits for Discretion
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In assessing each issuer’s Compensation Comm@te&G looks for compensation disclosures to anshesfdllowing
guestions:

Does the Committee’s mandate require it to be c@mgrentirely of independent directors?

Does the Committee’s mandate require that no ni@e dne-third of its members be current CEOs aftdigly traded
corporation?

Does the Committee have a policy on interlocks?
Does the Committee’s mandate require it to holdaimera sessions at each committee meeting?

What is the Committee’s work plan?

6

Other questions that CCGG looks for compensatisalaure to address include:

How do compensation plans account for resultsar@abeyond the control of executives, particulanesource industries,
where performance may be largely driven by commyqutiices?

Does the Committee make use of an independent amsapen consultant?

What portion of the compensation consultant’s fgege attributable to management work and does tierdittee
require prior approval for management-related work?

Does the company benchmark its compensation?

)

At what percentile does the company target compmseelative to its peer group?
What role does management have in determining éxectcompensation?

Does the company stress-test its compensationgregand, if so, what were the results of thosastiests?

Executive Compensation Disclosu@ompensation Committee

Other Items
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Vermilion’s compensation disclosure includes anlaxation of the company’s benchmarking practicetuing the list of
companies that comprise its benchmark and a cosgradf how Vermilion fits into the benchmark uss®yeral key
comparable statistics. This information allowsrshalders to assess the appropriateness of theasgnsgbenchmark.

CN’s disclosure included a break-down of fees paithe company’s compensation consultant over &t fovo years and
stated the board’s policy on requiring pre-apprafahanagement-related work by the consultant.

Executive Compensation Disclosu@ther Itemg 38



Proxy Circular Disclosure Best Practic

EXECUTIVE COMPENSATIONAND DIRECTORRELATED DISCLOSURE

Vermilion’s disclosure explains management’s rol¢hie executive compensation process.

Executive Compensation Disclosu@ther Itemg 39
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There is a growing emphasis on shareholder engageand best practices are still evolving.

CCGG recognizes that while boards may be able &t mith their largest institutional shareholderd @noups like the
Coalition, in person meetings are not a practicalrh for boards to engage with all shareholddrsreviewing proxy
circulars, CCGG will look for company policies dmeseholder engagement that address ways to engtygaliwv
shareholders.

Potash, the inaugural winner of CCGG’s 2010 Govera&avel Award for Best Practices in Shareholdgyagement, has
developed an innovative practice for engaging fathe company's shareholders on executive compensaiatters. Its
investor relations website features a series @ff Mdeos of the Board Chair and Chair of its Congagion Committee
discussing the company's approach to executive enggtion in plain language. The website also feata brief survey
which it invites shareholders to complete as a medproviding their feedback to the board.

Shareholder Engagemeant 40
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Nexen's proxy circular included the company's potin shareholder engagement and its current stam&ay on Pay. Nexen
also undertakes an annual ““Corporate GovernanaddRow " during which representatives of the compaeet with
shareholders, regulators and other stakeholders.

Shareholder Engagemeant 41
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