2013-2015 COMPENSATION STRATEGY
AND 2013 BASE SALARY PLANNING BUDGETS
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At the March 2011 HRCC, information was provided showing that our cumulative
Management, Confidential and APS base salary budgets were lagging the market due to
successive years of below market budgets.

Mercer conducted a total compensation study in August 2011 of our Management,
Confidential and APS benchmark jobs. Overall recommendations included:

w Adjust current base salary structure to better align to market;
o Adjust individual base salaries relative to market benchmarks; and

L Increase the incentive opportunity for non-executive, non-union positions.

Management, Confidential and APS employees with 3-10 years of service now cite
compensation among their top 5 reasons for leaving.

In February 2012, discussions began at SET regarding this growing gap and agreed that a
multi-year strategy was required to regain and maintain a competitive market position.

A 3-year Compensation Strategy was requested by SET to address the market gaps in order
to support the Corporation’s ability to attract and retain talented employees.
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s.18(b)
s.21(1)(b)

E N T S s.21(1)(d)

DECISI
AR COMP

Implement a plan that will result in average base salaries to be" * of the market median
(P50) by June 2015.

Methodology to establish annual base salary planning budgets for Management, Confidential and
APS, to be calculated as follows:

® Total Salary Planning Budget = Treasury Board % + Growth (equivalent to annual union step increase spend)
- An additional adjustment budget can be recommended to bridge specific market gaps if required

Treasury Board budget to be applied using performance / salary positioning guidelines (in-line with
current practice)

Growth budget to be applied to a subset of eligible employees:

@ Progression for employees below the market reference zone or who have been in a job for . are solid
performers, and are below P50 (range mid-point of the market reference zone)

B Retention for key employees and recognition for high performers

Additional adjustment budget to be applied to specific roles impacted by strong market
competitiveness.

While Mercer recommended an increased incentive opportunity for certain positions, no change to
incentive targets are being recommended at this time.

* Mercer defines competitive as within of target
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DECISIO
13 BASE SALA

EMENTS
PLANNING

s.18(a)
s.18(b)
s.21(1)(b)

5.21(1)(d)

GET

Proposed Base Proposed Growth / Total Proposed
Employee Group Salary Budget Market Adjustment ' Budget Effective Date
% $ % $ %o $
Executive & SM
{Exec:  employees. - January 1, 2013
(SM employees,
Management & Conf
| employees, to Health
— C::e ?:md} [ B e i = June 17, 2013
APS
employees,
TOTAL Estimated Cost

Data as of January 27, 2013, numbers do not include partial payments.

T Typically used for employees whose salary is below mid-point or where particular market conditions exist Growth budget represenis i total

base salaries.

= 2013 base salary increase budget market forecasts are between 2.3% and 3.1%.

Bl Recommendations are based on approval of the 3-Year Compensation Strategy. The table above
represents the 1t year implementation.

=] Executive base salary budget does not include growth or market adjustment for the first year of the 3-
year plan.

i All spend above the Treasury Board appropriation to be funded by operating budgets.
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s.18(a)
s.18(b)
s.21(1)(b)

s.21(1)(d)

Reduced turnover for key employees avoiding additional costs of:

@ Higher market salaries for external replacement hires and associated compression adjustments for
existing employees

- Recruitment costs

(] Interim arrangements and disruption

Eliminating base salary budget inequity between unions and Management, Confidential and
APS will:

B Reduce the disincentive for unionized employees to take on management roles

] Improve the perception of fairness between unionized and Management, Confidential and APS

annual base salary treatment
Total additional cost of this strategy for each of the three implementation years is estimated
a and respectively (based on current population mix and market
assumptions)

2013-2015 COMPENSATION STRATEGY &

® io-
2013 BASE SALARY PLANNING BUDGETS < CRE EafieCanads

000210



s.18(b)
s.21(1)(b)

R OPT )NSID

s.21(1)(d)

Option 1 — No additional salary planning budget beyond
@ Market gap for base salary will continue to increase

E Will not address APS’s significant issue with the lack of growth budgets for salaries (in the upcoming
negotiations)

# Will continue to lose talented employees due to compensation reasons

Option 2 — Expand the STIP program to lower levels and increase the target % for pay bands
8-10 to market levels.

u While this would improve overall cash compensation competitiveness and would not increase fixed
costs, the climate regarding paying more or bigger incentives is not conducive at this time to
support this option

#® Market gap for base salary would still continue

Option 3 — Combination of base salary growth/adjustment budget and expanding the STIP
program to lower levels and/or increase the target % for pay bands 8-10.

® Provides a balanced approach between fixed and variable performance-driven costs however, for
the same reasons as Option 2, the current climate is not ready to expand the STIP program

= Market gap would still exist but would not increase at the same rate as Options 1 or 2
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5.18(b)
5.21(1)(b)

CCESS MEASURES =210

Compensation is no longer in the top 5 reasons employees leave the Corporation.

Our ability to attract and retain external top candidates is not hindered by our ability to pay
competitive salaries.

©  Reduced demand for out of cycle base salary increases.
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yOLUTION

©  That the Human Resources and Governance Committee recommends to the
Board of Directors that the 2013-2015 Compensation Strategy and the 2013 Base
Salary Planning Budgets be approved.
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1 — Desired market competitive position

2 — 2013 market base salary forecasts

3 — Gap to market quantified

4 — Gap to unions quantified

5 —2013-2015 base salary increase budget forecasts

6 — Annual cost impact forecasts

7 —Management, Confidential and APS pay bands and salary ranges

8 — Union step scale example

2013-2015 COMPENSATION STRATEGY &

tigi io-
2013 BASE SALARY PLANNING BUDGETS ? CBC < Radio-Canada

000214



Total Target Compensation

Base Pay

Short-Term Incentive

3
Total Target Cash

Benefits

Pension

Long-Term Incentive

none

No change to current position

none

Salary Range Mid-Points

Peer Comparator Companies

Federal employers

mMedia/Entertainment/Publishing companies
Telecommunications companies
Federal/National Crown Corporations {including Commercial Crowns}

Canadian-based organizations headquarted in Quebec

é

® Total Target Cash = base pay + short-term incentive

- g
P25 means 25th percentile of the market

1
Based on Mercer's 2011 CBC/Radio-Canada Non-Executive Total Compensation Review

2 : : ' F
Total Compensation = base pay + short-term incentive + pension + benefits + long-term incentive(LTIP)
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APPENDIX 2 — 2013 MARKET BASE SALARY FORECASTS

2013 Forecasts
Average | Average
Average | Budget | Budget Management Operations
structure | (includes | (excludin & Technical & & Public
Source Adjustment | freezes ') | freezes 1;@ Executive | Professional [Administrative|Production |[Service *

Morneau Shepell 1.7% 2.6% 2.7% 2.5% 2.6% 2.6% 2.4% 2.3%
Mercer 1 3.2% 3.2% 3.1% 3.1% 2.9%
Hay Group 2.0% 2.9% 3.0% 3.0% 2.9% 2.5%
Conf Brd Canada 2.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 2.7%
Towers Watson 3.0% 3.0% 3.0% 2.5%

* 2% - 5% of organizations are forecasting a salary freeze for 2013.
? public Service includes federal and provincial departments and agencies.

3% and the Public sector are reporting 2.3% to 2.9%
" Federal Public Service will see a 2.0% general wage increase in 2013 as part of PSAC’s 2010
agreement (1%t year — 1.75%; 2" year — 1.5%; 3" year — 2.0%)

Wage settlement over the 3 year period took into consideration the elimination of severance upon resignation or

retirement accumulation
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APPENDIX3-GAPT

MARKET QUANTIFIED

Based on an analysis of 2012 compensation market data and 2013 forecasts from several
sources !, CBC/Radio-Canada’s average base salaries lag the market P50 by:

™
@
s.18(b)
" 5.21(1)(b)

i 2012/2013 market data sources: Mercer Benchmark Database, Towers Watson Compensation Databank, Canadian Bar
Association sponsored survey, AON Media Survey
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s.18(b)
s.21(1)(b)

4 D
General
% of Total
Year Employees 5 i Salary Out of Total
s ayro |

Receiving Y Increase | Cycle || Annual

20092010 Annual Cummulative
- Year Review outof | Total | Gapto Gap to

2010-2011 Budget | Growth | Cycle | Annual | Unions Unions
2011-2012 2009-2010
2012-2013 2010-2011
T estimote i 2011-2012

Annual Cummulative
Year Review Out of Total Gap to Gap to
Budget | Growth | Cycle Annual | Unions Unions

Annual growth budgets for Management, s
Confidential and APS have not kept pace with the 20102011
annual spend on unions step increases. -

Unions Compensation:

Annual Cummulative
= In addition to annual general salary increases, all unionized Year | Review outof | Total | Gapte Gapto
employees (except APS) are eligible to receive step Budget | Growth | Cvcle | Annual | Unions Unions
anniversary increases 2008-2010
2010-2011
2011-2012
2013-2015 COMPENSATION STRATEGY & ra 3
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APS
Treasury Board Growth *
. . Health Care : s
Planning |Salary Review
Fund Market
Year

A) Adjustment

i (R} {ch
June 2013

June 201
June 2015

i

. i £
Assumed to b of poyroll for 2013 i

15 BASE SALARY |

CREASE BUDGET

s.18(b)
s.21(1)(b)
s.21(1)(d)

F 4 &
* Growth budget is equivalent to the onnual inion "step” increos: budget.

e————y i

Management [ Confidential

Treasury Board Growth *
Planning|salary Review Health Care * + Total
i Fund Market . Budget
(A) | Adjustment | {4 J#HB}HC)
(8} (S
June 2013
June 2014
June 2015
* Growth budget is equivalent to the annual union "step” a‘n:f&%se budget
Assumed to be »f povroll for 2013
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Incremental budget for approval — 2013
only
= Budgets to be revisited annually and
revised accordingly
Executives - No incremental budget request for
2013
Note — Base Salary Review budgets in this plan

assumes the Corporation receives Treasury Board
annual funding of
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s.18(b)

CASTS (SM) s211)(b)

ENDIX 6 — AN

s.21(1)(d)
Treasury Board | Growth *
4 Total
, . Health Care || + :
Planning |Salary Review 2 | et Planning
un i arke
A" Components ‘ Year i Budget
; Adjustment
(A) (A}HB)+C)
(B) {€)
June 2013] S
June 2014} 5
June 2015 S
Treasury Board | Growth™* Total Treasury :jc;alrtdhc | Gro\:th‘ Total
Planning |Salary Review Hes It cate ! > Planning Planning |Salary Review & i . Planning
Fund | Market Fund . Market
Year D ddictnanc ) 8 o | Adjustment] . T2
! justment || . |
] L{A}+(B)}+ A | il {A}+{B}+{C)
June 2013} ) June 2013 $
June 201 June 2014 5
June 2015| June 2015 §
3 " emmmmmm—
Corporate Component
Treasury Board | Growth® % Total
: ! Health Care - ! )
Planning Salary Review ! Planning
Fund | Market
Yess 1Adjusnnent Eaes
A AJHB)+(C
) @ |l @ ||
June 2013 $
June 2014 £
June 2015] £
e —
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AND SALARY RANGES

Pay Band

- Mew in role - Sustained parformance,

- Developing in experienced & fully competent
roie - Progression to the Reference

- Partially meeting Zorne after 35 years of sustained
objectives parformance

- Sataries of the majority of
aermployess with continued
sustained perfonmmances will be
clustared around the medpoird

- Progression past rmidpoint upon

consistertly exceeding

expectations and taking on
addiionsl responsibillies

. =

ENTRY ZONE

BAMD MINIRUNM LOW MID

2013-2015 COMPENSATION STRATEGY &
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Dpportunities for the jolas

= to the pay band

REFERENCE ZONE

APPENDIX 7 - MANAGEMENT, CONFIDENTIAL AND APS PAY BANDS

s.18(b)
s.21(1)(b)
s.21(1)(d)

Critical expertise
Exceeds job
reguirements
Sustained
ocutstanding
performance and
contribution to
the Corporation

.

EFFECTIVE JUNE 18, 2012

~ REFERENCE
~ PLUSZONE
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APPENDIX 8 — UNION STEP SCALE EXAMPLE

Annual anniversary “step” increase >
Annual
genetral CMG - Producer - Band 12
scale
increase Date Start Step 2 Step 3 Step4 | Step5 | Step6 | Step?7 Step 8 Step 9
January 9, 2006 55.140.17| 5694041 5876089 60561.14| 62361.38| 6416163 6596188 67.762.13] 6950260
April 1, 2006 5629313 5813384] 5999477 6183547 6367617 6551687 6733735 69.176.05) 71.0308.98
April 1, 2007 57,709.06] 59.590.22| 61.49160| 6337276 65274 14| 67.15530] 69.01623| 70.917.62| 72,819.00
April 1, 2008 59448 62| 6137024| 6333230 65274.14| 67.236.21| 6917805 7107944 73.04150| 7500357
January 1, 2009 60.338.63| 62.300.70| 64.283.00] 6624506 6824759 70.209.65| 7215149 74.133.79| 76.136.31
April 1, 2010 61.188.19| 63.17048| 65173.01 67.17553| 69,198.28| 71200.80| 73.162.87| 75.165.39| 77.208.37
April 1, 2011 62,037.74| 64,06049 | 66.083.24 | 6810599 | 70,169.20 | 72.191.95| 7419447 | 76.217.22| 78.280.43
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