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The following abbreviations have been used throughout this Statement of Executive Compensation of Power Financial
Corporation (“Power Financial”, “PFC” or the “Corporation”):
Name in full

Abbreviation

Power Corporation of Canada

Power

Great-West Lifeco Inc.

Lifeco

IGM Financial Inc.

IGM

The Canada Life Assurance Company*

Canada Life

Toronto Stock Exchange

TSX

Management Proxy Circular of Power in connection with its
May 15, 2020 Meeting

Management Proxy Circular of Power

* As of January 1, 2020, The Canada Life Assurance Company, The Great-West Life Assurance Company, London Life Insurance Company, Canada
Life Financial Corporation and London Insurance Group Inc. were amalgamated and continued as one company under the name The Canada Life
Assurance Company.

Additionally, herein, Power and the subsidiaries of Power (including the Corporation) are collectively referred to as the
“Power Group”.
On February 13, 2020, the Corporation and Power completed a reorganization transaction (the “Reorganization”) pursuant to
which each common share of PFC (“Common Share”) held by shareholders other than Power and its wholly owned subsidiaries
was exchanged for 1.05 subordinate voting shares of Power (“Subordinate Voting Shares”) and $0.01 in cash. As a result, the
Corporation is now a wholly owned subsidiary of Power and its Common Shares were delisted from the TSX on
February 18, 2020. Following the Reorganization, the Corporation remains a reporting issuer in all of the provinces and territories
of Canada as the Corporation’s first preferred shares remain outstanding and its 6.9 per cent debentures
due March 11, 2033 remain outstanding as obligations of the Corporation.
As it is now wholly owned, the Corporation is not required to prepare and mail to its shareholder a management proxy circular.
However, it is still required, as a reporting issuer and subject to obtaining subsequent regulatory relief, to disclose the information
set out in this Statement of Executive Compensation.

Changes to Board and Committees
On February 28, 2020, following the Reorganization, the Board of Directors decided to reduce the number of its members from
12 to 6. The Board of the Corporation now consists of Messrs. Paul Desmarais, Jr., André Desmarais, Gary A. Doer, R. Jeffrey Orr,
T. Timothy Ryan, Jr. and Siim A. Vanaselja. Furthermore, the Board has determined that only the Audit Committee would remain
as a standing committee of the Board of Directors as of February 28, 2020. The Compensation Committee, the Governance and
Nominating Committee and the Related Party and Conduct Review Committee were terminated as of such date.

COMPENSATION OF DIRECTORS
Following the Reorganization and the termination of the Compensation Committee as of February 28, 2020, the Board of
Directors is now responsible for the compensation-related matters that were previously part of the Compensation Committee’s
mandate.

Process for Determination of Director Compensation in 2019
In order to determine the appropriate compensation for members of the Board of Directors of the Corporation (sometimes
herein referred to as the “Board”) for 2019, the Board (and formerly the Compensation Committee) reviewed compensation
practices from time to time with the assistance of outside compensation consultants (see “Compensation Discussion and
Analysis for 2019 – Compensation Consultant”).
The Board and the Compensation Committee reviewed compensation data from a Canadian reference group which is the same
group used for benchmarking the executive positions (see list of companies included in the Canadian reference group under
“Compensation Discussion and Analysis for 2019 – Benchmarking” below).

POWER FINANCIAL CORPORATION > STATEMENT OF EXECUTI VE COMPENSATION 3

The compensation policy for 2019 was:
>

aimed at providing fair, reasonable and competitive total compensation required to attract and retain experienced and
competent Directors; and

>

designed to directly align the interests of Directors with the long-term interests of the Corporation’s shareholders.

Although the Board and the Compensation Committee did not identify a specific percentile within the reference group for
determining Director compensation for 2019, they tended to fix the compensation at a competitive level within the Canadian
reference group considering the role and time commitment of the Directors.
In August 2019, the Compensation Committee approved a new compensation structure for members of the Board of Directors
to a flat fee and eliminating meeting attendance fees, in order to: (i) align the Corporation’s practices with prevalent market
practices among issuers in the Corporation’s comparator group; and (ii) be consistent with the practices of the Corporation’s
public subsidiaries, Lifeco and IGM.
The Compensation Committee also asked Willis Towers Watson, as compensation consultant, to conduct a competitive review of
the level of the annual retainer for Directors.
In November 2019, following the review of Willis Towers Watson, which determined that the retainer was within the lower end of
the comparator group, the annual retainer was increased, effective January 1, 2020, to $175,000 for members of the Board of
Directors who also serve as members of the Board of Directors of Power and/or of the Corporation’s subsidiary, Lifeco (and are
compensated by such entity for such service), and $200,000 for all other members of the Board of Directors.
As a result of the Reorganization, the Corporation became a wholly owned subsidiary of Power and reduced the scope and size
of its Board of Directors. Accordingly, the Compensation Committee, the Related Party and Conduct Review Committee and the
Governance and Nominating Committee were terminated. The Board of Directors is considering changing the remaining Board
and Audit Committee retainers presented in the table below in the coming months. Considering that Common Shares of the
Corporation are no longer listed on the TSX, the retainers will be paid solely in cash starting on April 1, 2020 and the minimum
ownership requirement for Directors has been eliminated.

Retainers and Fees
For the applicable periods indicated, the retainers and fees payable to Directors were as follows:
Retainers and fees

From January 1, 2018
until January 1, 2020

Since January 1, 2020

$175,000 / $200,000[1]

Annual Retainer

$125,000

Additional Retainer – Chairman of Audit Committee

$30,000

$30,000

Additional Retainer – Chairman of Compensation Committee

$20,000

$20,000[2]

$15,000

$15,000[2]

Additional Retainer – Other Members of Audit Committee

$7,500

$7,500

Additional Retainer – Other Members of Compensation Committee

$6,000

$6,000[2]

Additional Retainer – Other Members of Committees, except Audit and
Compensation

$5,000

$5,000[2]

$35,000

$35,000[3]

$2,000

–

Additional Retainer – Chairmen of Committees, except Audit and
Compensation

Additional Retainer – Lead Director
Attendance Fee – Board and Committee Meetings
[1]

Since January 1, 2020, $175,000 for members of the Board of Directors who also serve as members of the Board of Directors of Power and/or of
the Corporation’s subsidiary, Lifeco, and $200,000 for all other members of the Board of Directors. The Board of Directors is considering
changing the remaining Board and Audit Committee retainers presented in the table above in the coming months.

[2]

On February 28, 2020, the Compensation Committee, the Governance and Nominating Committee and the Related Party and Conduct
Review Committee were terminated.

[3]

Following the Reorganization, the position of Lead Director has been terminated.
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Deferred Share Unit Plan and Directors Share Purchase Plan
For the financial year ended December 31, 2019, all Directors received a basic annual retainer of $125,000. Of this amount,
$62,500 (which represented 50 per cent of the basic annual retainer) consisted of a dedicated annual board retainer which was
received by Directors in deferred share units (“DSUs”) of the Corporation, under the Corporation’s Deferred Share Unit Plan (the
“DSU Plan”), described below, or in the form of Common Shares acquired in the market under the Corporation’s Directors Share
Purchase Plan (the “DSP Plan”), also described below. Until March 18, 2020, participation in the DSU Plan or the DSP Plan was
mandatory for Directors.
Pursuant to the DSU Plan, for Directors who participated in the DSU Plan, the 50 per cent dedicated portion of the annual board
retainer was used to acquire DSUs. The number of DSUs granted was determined by dividing the amount of remuneration
payable by the average closing price on the TSX of the Common Shares of the Corporation on the last five trading days of the
fiscal quarter (the “value of a DSU”). A Director who received DSUs receives additional DSUs in respect of dividends payable on
Common Shares, based on the value of a DSU at that time. A DSU is payable at the time a Director’s membership on the Board is
terminated (provided the Director is not then a director, officer or employee of the Corporation or an affiliate of the Corporation),
or in the event of the death of a Director, by a lump sum cash payment, based on the value of a DSU at that time. In order to
promote greater alignment of interests between Directors and the shareholders of the Corporation, Directors were also able to
elect to receive all or a portion of the balance of the annual board retainer and the board and committee attendance fees (as
applicable), committee retainer, committee chairman retainer, and Lead Director retainer in the form of DSUs under the DSU
Plan.
Pursuant to the DSP Plan, for Directors who participated in the DSP Plan, the 50 per cent dedicated portion of the annual board
retainer was used to acquire Common Shares of the Corporation in the market. The Corporation also paid the administrative
costs and brokerage expenses incurred in connection with participation in the DSP Plan, excluding fees and expenses associated
with the sale of shares and taxes payable by a Director. In order to promote greater alignment of interests between Directors and
the shareholders of the Corporation, Directors were also able to elect to receive the balance of the annual board retainer and
board and committee attendance fees (as applicable), committee retainer, committee chairman retainer, and Lead Director
retainer in the form of Common Shares acquired under the DSP Plan.
On February 13, 2020, in connection with the Reorganization, each DSU of the Corporation remained a DSU of the Corporation
(although authority to administer the DSU Plan was subsequently delegated to the Human Resources Committee of Power) on
the same terms and conditions except as amended to (i) adjust the number of DSUs by multiplying each award by 1.05; and
(ii) substitute Common Shares with Subordinate Voting Shares of Power as the underlying security, but subject to any
adjustment required to that award by the relevant governing plan documentation or grant documentation as a result of the
Reorganization.

Director Compensation Table
The following table shows the compensation paid to individuals (other than Named Executive Officers (“NEOs”) (see
“Executive Compensation – Summary Compensation Table”) for services as a Director of the Corporation, and in any other
capacities if applicable, during the financial year ended December 31, 2019.
Compensation of Directors[1,2,3]

Director

Marc A. Bibeau[7,8,9]

Fees earned[4]
[$]

Share-based
awards[5,6]
[$]

All other
compensation
[$]

Total compensation
[$]

100,000

62,500

–

162,500

Gary A. Doer[10]

151,000

62,500

–

213,500

[7,8]

Gérald Frère

86,500

62,500

–

149,000

Anthony R. Graham[7]

88,500

62,500

–

151,000

J. David A. Jackson

[7]

130,500

62,500

–

193,000

Susan J. McArthur[7,8,9]

100,500

62,500

–

163,000

[10]

126,500

62,500

–

189,000

97,000

62,500

–

159,500

100,000

62,500

–

162,500

T. Timothy Ryan, Jr.

Emőke J.E. Szathmáry[7]
[8,9,10]

Siim A. Vanaselja
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[1]

Table does not include any amounts paid as reimbursement for expenses or DSUs received in respect of dividend equivalents payable on
DSUs.

[2]

Compensation paid (including compensation paid as a Director of the Corporation and its subsidiaries) to the NEOs who served as Directors of
the Corporation is disclosed in the Summary Compensation Table. See “Executive Compensation” below.

[3]

Some Directors also receive compensation in their capacity as Directors of publicly traded subsidiaries of the Corporation and their
subsidiaries, namely: Marc A. Bibeau is also a Director of IGM and certain of its subsidiaries; Gary A. Doer is also a Director of Lifeco and IGM and
certain of their subsidiaries; J. David A. Jackson is also a Director of Lifeco and certain of its subsidiaries; Susan J. McArthur is also a Director of
Lifeco and IGM; T. Timothy Ryan, Jr. is also a Director of Lifeco and certain of its subsidiaries and Siim A. Vanaselja is also a Director of Lifeco.
See Lifeco’s Management Proxy Circular dated March 9, 2020 and IGM’s Management Proxy Circular dated February 21, 2020, as applicable,
each of which is available under the applicable issuer’s SEDAR profile at www.sedar.com. Compensation received by Directors in their capacity
as Directors of publicly traded subsidiaries of the Corporation is determined solely by the Board or Compensation Committee of such
subsidiaries and not by the Board of the Corporation.

[4]

Of the fees disclosed, each of the following Directors elected to receive the following amounts in the form of additional DSUs under the
Corporation’s DSU Plan: Marc A. Bibeau: $100,000; Gary A. Doer: $110,000; Anthony R. Graham: $66,500; J. David A. Jackson: $23,000;
Susan J. McArthur: $34,252; T. Timothy Ryan, Jr.: $126,500; and Siim A. Vanaselja: $100,000. These amounts are in addition to the amounts
shown in the “Share-Based Awards” column above. See also note [6] below. Following the completion of the Reorganization, administration of
the Corporation’s DSU Plan was delegated to the Human Resources Committee of Power (see “Compensation for Directors – Deferred Share
Unit Plan and Directors Share Purchase Plan”).

[5]

Represents the dedicated portion of the annual board retainer that, under the Corporation’s DSU Plan and DSP Plan, was required to be paid
to Directors in DSUs or Common Shares of the Corporation.

[6]

DSU awards were granted on the first day of each fiscal quarter and the grant date fair value of a DSU award is equal to the average closing
price on the TSX of the Common Shares of the Corporation on the last five trading days of the preceding fiscal quarter. The grant date fair
value of a DSP award was equal to the aggregate price of the Common Shares so acquired in the market. Following the Reorganization, the
terms of the DSUs were modified to (i) adjust the number of DSUs by multiplying each award by 1.05; and (ii) substitute Common Shares with
Subordinate Voting Shares of the Power as the underlying security, but subject to any adjustment required to that award by the governing
plan documentation or grant documentation as a result of the Reorganization.

[7]

Following the Reorganization, each of Messrs. Bibeau, Frère, Graham, Jackson, Mrs. McArthur and Dr. Szathmáry resigned as a Director of the
Corporation on February 28, 2020.

[8]

Includes fees paid with respect to the one additional meeting for the independent members of the Board of Directors in the context of the
Reorganization.

[9]

This Director was a member of the Special Committee that was formed to evaluate the Reorganization. A retainer fee of $30,000 for
members of the Special Committee (Mr. Bibeau and Mrs. McArthur) and of $35,000 for the Chair of the Special Committee (Mr. Vanaselja) was
approved by the Board of Directors along with the reimbursement of the expenses incurred by these Directors in connection with serving on
the Special Committee. The payment of these fees and reimbursement of expenses will occur in 2020 and are therefore not included in the
above table.

[10] Following February 28, 2020, Messrs. Doer, Ryan and Vanaselja remain as Directors of the Corporation along with Messrs. André Desmarais,
Paul Desmarais Jr. and R. Jeffrey Orr.

Director Outstanding Options, PDSUs and PSUs
Other than the NEOs (see “Executive Compensation – Incentive Plan Awards”), no Director of the Corporation held options to
acquire securities, performance-based vesting deferred share units (“PDSUs”) and performance share units (“PSUs”) of the
Corporation or any of its subsidiaries as at December 31, 2019.

Director Compensation Equity Holdings at December 31, 2019
The following table shows equity holdings as at December 31, 2019 for each Director (other than NEOs) in respect of DSUs and
Common Shares received as compensation under the Corporation’s DSU Plan or DSP Plan in 2019 and prior years. On
February 13, 2020, in connection with the Reorganization, each DSU of the Corporation remained a DSU of the Corporation
(although authority to administer their governing plans was subsequently delegated to the Human Resources Committee of
Power) on the same terms and conditions except as amended to (i) adjust the number of DSUs by multiplying each award by
1.05, and (ii) each DSU became payable in for Subordinate Voting Shares of Power instead of Common Shares. Each Common
Share (including each DSP Plan share) held by the Directors of the Corporation was exchanged for 1.05 Subordinate Voting
Shares of Power and $0.01 in cash.
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Director

Number of DSP
Plan shares as at
December 31, 2019[1]
[#]

Number of DSUs
held under the
DSU Plan as at
December 31, 2019 [2]
[#]

Total value of
DSP Plan shares
and DSUs[3] as at
December 31, 2019 [4]
[$]

Marc A. Bibeau

Nil

60,118

2,100,523

Gary A. Doer

Nil

14,052

490,977

Gérald Frère

Nil

62,291

2,176,448

Anthony R. Graham

Nil

75,229

2,628,501

J. David A. Jackson

Nil

16,411

573,400

Susan J. McArthur

Nil

5,851

204,434

T. Timothy Ryan, Jr.

17,165

11,088

987,160

Emőke J.E. Szathmáry

Nil

47,445

1,657,728

Siim A. Vanaselja

Nil

9,351

326,724

[1]

Amount includes shares representing the dedicated portion of the annual board retainer, as well as fees Directors elected to receive in
Common Shares of the Corporation under the Corporation’s DSP Plan.

[2]

Amount includes DSUs representing the dedicated portion of the annual board retainer, as well as fees Directors elected to receive in DSUs
under the Corporation’s DSU Plan. Amount also includes DSUs received in respect of dividend equivalents payable on DSUs.

[3]

DSUs are payable at the time a Director’s membership on the Board is terminated (provided the Director is not then a director, officer or
employee of the Corporation or an affiliate of the Corporation) or in the event of the death of a Director, by a lump sum cash payment, based
on the value of the DSUs at that time.

[4]

Calculated based on the December 31, 2019 closing price of $34.94 per Common Share of the Corporation on the TSX.

The current Directors of the Corporation are subject to Power’s Policy Concerning Insider Trading, which prohibits each Director
of Power and of its wholly owned subsidiaries including PFC from, among other things, purchasing financial instruments,
including for greater certainty, prepaid variable forward contracts, equity swaps, collars or units of exchange funds, that are
designed to hedge or offset a decrease in market value of equity securities (or equivalents such as DSUs, the value of which is
derived from equity securities) granted by the Corporation as compensation. Directors also may not, directly or indirectly, with
respect to any security of Power or a publicly-traded subsidiary (as defined in the policy to include the Corporation) of Power: [i]
make a “short sale” of the security; [ii] sell a “call” or buy a “put”, in respect of the security; or [iii] purchase the security for the
purpose of selling it at a profit within a short period of time (which the policy provides would generally, depending on the
circumstances, mean the purchaser intends to hold such securities for a minimum of two years).
Under the terms of DSUs held by Directors of Power and its publicly traded subsidiaries (including the Corporation), the Directors
may not receive or obtain any amount for the purpose of reducing the impact, in whole or in part, of any reduction in the fair
market value of the shares of Power relating to such DSUs or, in the case of DSUs of the subsidiaries, those of a related
corporation.
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EXECUTIVE COMPENSATION
Summary Compensation Table
The Summary Compensation Table and Notes describe the total compensation paid, awarded or earned by each of the named
executive officers (collectively, the “NEOs”) for services rendered in all capacities to the Corporation and its subsidiaries during the
financial years indicated.
In the case of Messrs. Paul Desmarais, Jr., André Desmarais and Gregory D. Tretiak, who were all, as of December 31, 2019, also
officers of Power, the amounts shown below under “Salary”, “Annual Incentive Plans” and “Pension Value” represented intercompany reimbursements from the Corporation to Power, and did not represent additional compensation paid or credited to
these officers by the Corporation, over and above the amounts paid or credited to them by Power, as disclosed in the
Management Proxy Circular of Power. The NEOs indicated in the table below are the NEOs of the Corporation as of
December 31, 2019. As of February 13, 2020, following the Reorganization, Messrs. Paul Desmarais, Jr. and André Desmarais retired
from their role as Co-Chief Executive Officers of Power and as of March 18, 2020 from their roles as Executive Co-Chairmen of the
Corporation; they continue to serve as Chairman and Deputy Chairman, respectively, of the Corporation’s and of Power’s Board of
Directors. They are no longer members of management teams of Power and the Corporation.
Summary compensation table
Non-equity incentive plan
compensation

Name and
principal position in 2019

Sharebased
awards[1]
[$]

Optionbased
awards[2]
[$]

Annual
incentive
plans
[$]

Long-term
incentive
plans and
other
incentive
payments
[$]

Pension
value
[$]

All other
compensation
[$][3]

Total
compensation
[$]

Year

Salary
[$]

R. Jeffrey Orr

2019

4,776,000

2,827,515

2,546,248

–

–

1,861,000

534,034

12,544,797

President and Chief

2018

4,661,000

2,761,870

2,546,250

–

–

2,150,000

480,952

12,600,072

2017

4,550,000

–

12,410,244

Executive Officer

2,805,989

2,668,505

–

1,922,000

463,750

Paul Desmarais, Jr.[4]

2019

625,000[4]

281,250

2,271,847

1,000,000[4]

–

31,410[4]

466,035

4,675,542[4]

Executive Co-Chairman

2018

612,500

215,625

2,225,631

750,000

–

-425,200

369,749

3,748,305

2017

600,000

137,500

1,785,493

750,000

–

-145,060

304,000

3,431,933

André Desmarais[4,6]

2019

625,000[4]

281,250

2,271,847

1,000,000[4]

–

-120,140[4,5]

466,034

4,523,991[4]

Executive Co-Chairman

2018

612,500

215,013

2,225,631

750,000

–

-143,920

364,138

4,023,362

2017

207,693[6]

1,785,493

250,000[6]

–

158,110

Gregory D. Tretiak[4]

2019

315,250[4]

218,750

472,873

1,000,000[4,7]

–

888,000[4]

415,742

3,310,615[4]

Executive Vice-President

2018

307,500

537,504

230,622

600,000

–

533,500

373,850

2,582,976

and Chief Financial Officer

53,598[6]

93,290[6]

2,231,964[6]

2017

300,000

462,510

225,001

600,000

–

681,000

369,500

2,638,011

Claude Généreux[8]

2019

591,000

957,499

443,249

1,593,750[7]

–

993,050

400,604

4,979,152[8]

Executive Vice-President

2018

576,750

874,054

298,309

1,387,500

–

849,180

356,660

4,342,453

2017

562,500

790,640

281,253

1,200,000

–

752,630

357,250

3,944,273

[1]

Share-based awards in 2019 include PSU grants by the Corporation having an aggregate grant date fair value of $2,546,265 for Mr. Orr and
PDSU grants by the Corporation to Mr. Généreux having grant date fair value of $738,749. The grant date fair value of a PDSU and PSU is equal
to the average of the high and low prices on the TSX of the Common Shares on the preceding trading day. The PSUs and PDSUs are subject to
performance vesting conditions over a three-year period pursuant to which PSUs and PDSUs may vest within a range of 0 per cent to 150 per
cent. The aggregate grant date fair value for the PSUs and PDSUs reflects the amount of the grant intended for compensation purposes based
on an assumption of 100 per cent vesting. This amount is the same as the accounting fair value. See “Components of Executive Compensation
in 2019 – Incentive Compensation for 2019 – Long-Term Incentives for 2019” below. This amount also includes for all NEOs the portion of the
annual board retainer that, under the DSU Plan and DSP Plan of the Corporation, and similar plans of the Corporation’s subsidiaries, was
required to be paid to NEOs in DSUs or shares in their capacity as Directors of the Corporation or its subsidiaries. See “Compensation of
Directors – Deferred Share Unit Plan and Directors Share Purchase Plan” above, Lifeco’s Management Proxy Circular dated March 9, 2020 and
IGM’s Management Proxy Circular dated February 21, 2020, as applicable, each of which is available under the applicable issuer’s SEDAR
profile at www.sedar.com. Compensation received by NEOs in their capacity as Directors of publicly traded subsidiaries of the Corporation was
determined solely by the Board or Compensation Committee of such subsidiaries and not by the Board of the Corporation. These amounts
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were $281,250 for Mr. Orr, $281,250 for Mr. Paul Desmarais, Jr., $281,250 for Mr. André Desmarais, $218,750 for Mr. Tretiak and $218,750 for
Mr. Généreux. DSU awards were granted by the Corporation to its Directors, as applicable, on the first day of each fiscal quarter and the grant
date fair value of a DSU award was equal to the average closing price on the TSX of the Common Shares of the Corporation on the last five
trading days of the preceding fiscal quarter. The grant date fair value of a DSP Plan award granted by the Corporation was equal to the
aggregate price of the Common Shares of the Corporation so acquired in the market. On February 13, 2020, in connection with the
Reorganization, each DSU, PDSU and PSU of the Corporation remained a DSU, PDSU and PSU of the Corporation (although authority to
administer them was subsequently delegated to the Human Resources Committee of Power) on its same terms and conditions except as
amended to: (i) equitably adjust the performance vesting conditions attached to any PDSUs and PSUs to give effect to the Reorganization;
(ii) adjust the number of DSUs, PDSUs and PSUs by multiplying each award by 1.05; and (iii) substitute Common Shares with Subordinate
Voting Shares of Power as the underlying security, but subject to any adjustment required to that award by the relevant governing plan
documentation or grant documentation as a result of the Reorganization.
[2]

The grant date fair value for options awarded by the Corporation to NEOs in 2019 was calculated using a standardized methodology that
reflects a fair and reasonable estimation of the options’ compensation value that the Compensation Committee intended to provide to each
of the NEOs. The use of an adjusted factor methodology is also employed by several companies in the reference group for competitive total
compensation comparison purposes for similar positions. The fair value of such option grants was calculated using a normalized BlackScholes factor based on forward-looking assumptions considered reasonable for the Corporation given the current economic context and the
future economic outlook as of the applicable grant dates. The normalized Black-Scholes factor used to calculate the option grant value for
each of the NEOs was 15 per cent of the exercise price based on the following assumptions: a 10-year average volatility of 19.00 per cent, a
dividend yield of 3.70 per cent, a risk free interest rate of 3.00 per cent and an expected life of 10 years. For accounting purposes, the fair value
of the options granted April 17, 2019 to each of the NEOs was estimated with the Black-Scholes model using assumptions that are different
than those used for compensation purposes: a 9.4-year average volatility of 15.26 per cent at the date of grant, a 3-year dividend yield of
5.28 per cent, and a risk free interest rate of 1.78 per cent, being equal to the implied yield of Government of Canada bonds with a term equal
to the expected life of the options on date of grant. The compensation value of the options granted to Mr. Orr was $2,546,248, being
$1,746,203 greater than the accounting value of $800,045. The compensation value of the options granted to each of Messrs. Paul
Desmarais, Jr. and André Desmarais was $2,271,847, being $1,558,020 greater than the accounting value of $713,827. The compensation value
of the options granted to Mr. Tretiak was $472,873, being $324,294 greater than the accounting value of $148,579. The compensation value of
the options granted to Mr. Généreux was $443,249, being $303,978 greater than the accounting value of $139,271. On February 13, 2020, in
connection with the Reorganization, Power assumed the Corporation’s Employee Stock Option Plan and each option outstanding was
exchanged for a Power option entitling the holder thereof to purchase Subordinate Voting Shares of Power. The number of Subordinate
Voting Shares of Power each holder of an option became entitled to purchase under such options is such number of Subordinate Voting
Shares of Power as is equal to the product obtained when (i) 1.05 is multiplied by (ii) the number of Common Shares subject to such option
immediately prior to the Reorganization (rounded down to the nearest whole number of Subordinate Voting Shares of Power). The exercise
price per Subordinate Voting Share of Power for each holder of an option became the quotient obtained when (i) the exercise price per
Common Share payable under such option immediately prior to the Reorganization is divided by (ii) 1.05 (rounded up to the nearest whole
cent).

[3]

A substantial portion of this compensation represents board fees paid in cash or, at the election of the NEO, in DSUs or DSP Plan shares for
services as a Director of the Corporation and its subsidiaries. Amounts for 2019 include the following board fees: Mr. Orr: $534,034; Mr. Paul
Desmarais, Jr.: $451,035; Mr. André Desmarais: $451,034; Mr. Tretiak: $406,284; and Mr. Généreux: $388,784. This compensation also includes
the amounts contributed by the Corporation, if any, to proportionately supplement contributions by employees to acquire shares of Power
under Power’s Employee Share Purchase Program, which was offered to all employees of the Corporation. These amounts do not include the
portion of the annual board retainer required to be paid in shares or DSUs which are disclosed in the “Share-Based Awards” column in the
table above. Compensation received by NEOs in their capacity as Directors of publicly traded subsidiaries of the Corporation is determined
solely by the Board or Compensation Committee of such subsidiaries and not by the Board of the Corporation.

[4]

These officers were also executive officers of Power for the year ended December 31, 2019. Other than options, DSUs, PDSUs and/or PSUs, if
any, awarded by the Corporation to Messrs. Paul Desmarais, Jr., André Desmarais, and Tretiak, their compensation was determined by the
Human Resources Committee (previously the Compensation Committee) of Power, which was constituted entirely with Directors who were
independent of Power and the Corporation. Such compensation of such officers was not determined by the Compensation Committee of the
Corporation. The Corporation paid to Power (and not to the individuals) the amounts indicated under “Salary”, “Annual Incentive Plans” and
“Pension Value” above in respect of Messrs. Paul Desmarais, Jr., André Desmarais, and Tretiak. These amounts are also included in the
compensation disclosure for the applicable NEOs set out in the Management Proxy Circular of Power. The amounts shown under “Total
Compensation” for these officers in the table above are also included in the “Total Compensation” column of the Summary Compensation
Table of the Management Proxy Circular of Power.

[5]

Mr. André Desmarais has attained the maximum pension accrual. As his 2020 salary rate is lower than initially projected for pension benefit
purposes, his compensatory change for the 2019 accrued benefit obligation results in a negative amount.

[6]

As announced by Power on April 28, 2017, Mr. André Desmarais took a temporary medical leave from his day-to-day activities at the
Corporation and Power, which leave continued throughout the remainder of 2017. During this absence, Mr. André Desmarais continued to
monitor and be involved in any major issues affecting the Corporation and the Power Group. Mr. André Desmarais returned to the day-to-day
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activities at the Corporation and Power on January 3, 2018. Mr. André Desmarais forewent all remuneration from the Power Group during the
period of his absence, as described in the April 28, 2017 press release of Power.
[7]

See “Components of Executive Compensation in 2019 – Incentive Compensation for 2019” below.

[8]

Mr. Généreux was also an executive officer of Power for the year ended December 31, 2019. Given that Mr. Généreux spent a significant portion
of his time on the Corporation’s matters, his compensation as an executive officer of the Corporation was paid or credited by the Corporation,
and other than options, DSUs, PDSUs and/or PSUs, if any, awarded by Power, was determined by the Compensation Committee of the
Corporation, which was constituted entirely with Directors who were independent of Power and the Corporation. This amount is also included
in the compensation disclosure for Mr. Généreux set out in the Management Proxy Circular of Power. The amounts shown under “Total
Compensation” for Mr. Généreux in the table above is also included in the “Total Compensation” column of the Summary Compensation Table
of the Management Proxy Circular of Power.

POWER FINANCIAL CORPORATION > STATEMENT OF EXECUTI VE COMPENSATION 10

Incentive Plan Awards
Disclosure concerning DSUs, PDSUs, PSUs and options of the Corporation held by each NEO (other than Mr. R. Jeffrey Orr which
is shown below) as at December 31, 2019 is disclosed in the Management Proxy Circular of Power.
The table below shows information for Mr. Orr for all unexercised options of the Corporation and all DSP Plan shares and DSUs,
PDSUs and PSUs of the Corporation held as at December 31, 2019. PSUs and PDSUs are share units, each entitling the holder
thereof to a payment based on the value of a Common Share of the Corporation, subject to performance vesting conditions. On
February 13, 2020, in connection with the Reorganization, (a) each DSU, PDSU and PSU of the Corporation remained as a DSU,
PDSU and PSU of the Corporation (although authority to administer their governing plans was subsequently delegated to the
Human Resources Committee of Power) on its same terms and conditions except as amended to: (i) equitably adjust the
performance vesting conditions attached to any PDSUs and PSUs to give effect to the Reorganization; (ii) adjust the number of
DSUs, PDSUs and PSUs by multiplying each award by 1.05; and (iii) substitute Common Shares with Subordinate Voting Shares of
Power as the underlying security, but subject to any adjustment required to that award by the relevant governing plan
documentation or grant documentation as a result of the Reorganization, and (b) Power assumed the Corporation’s Employee
Stock Option Plan and each option outstanding was exchanged for a Power option entitling the holder thereof to purchase
Subordinate Voting Shares of Power. The number of Subordinate Voting Shares of Power each holder of an option became
entitled to purchase under such options is such number of Subordinate Voting Shares of Power as is equal to the product
obtained when (i) 1.05 is multiplied by (ii) the number of Common Shares subject to such option immediately prior to the
Reorganization (rounded down to the nearest whole number of Subordinate Voting Shares of Power). The exercise price per
Subordinate Voting Share of Power for each holder of an option became the quotient obtained when (i) the exercise price per
Common Share payable under such option immediately prior to the Reorganization is divided by (ii) 1.05 (rounded up to the
nearest whole cent).
Name

Number of securities
underlying
unexercised options
[#]

Option
exercise
price
[$]

Option
expiration date

Value of unexercised
in-the-money options[1]
[$]

Vested

Unvested

Vested

R. Jeffrey

679,525

Nil

28.13

August 10, 2020

4,627,565

Orr

743,080

Nil

26.37

August 8, 2021

6,368,196

598,325

Nil

25.07

August 8, 2022

5,905,468

702,713

Nil

32.575

August 7, 2023

1,661,916

563,879

Nil

34.415

August 12, 2024

296,036

345,959

86,490

33.37

August 11, 2025

543,156

135,789

282,020

188,014

31.525

February 28, 2026

963,098

642,068

503,183

35.355

March 28, 2027

Nil

Nil

534,141

31.78

March 27, 2028

Nil

1,687,886

519,510[6]

32.675

April 16, 2029

Nil

1,176,690

Number
of shares
or units of
shares
that have
not
vested [#]

Market or
payout
value of
sharebased
awards
that have
not
vested
[$][2]

Market or
payout
value of
vested
share-based
awards not
paid out or
distributed
[$][3,4]

256,801

9,059,939

20,984,874

Unvested [5]

[1]

Calculated based on December 31, 2019 closing price on the TSX of $34.94 per Common Share. In accordance with the requirements of the
Canadian Securities Administrators, the total amount includes values for unvested (non-exercisable) options as well as vested (exercisable)
options.

[2]

Represents unvested PSUs and PDSUs of the Corporation. The fair value of a PSU or a PDSU of the Corporation is equal to its five-day average
closing price on the TSX of PFC Common Shares, immediately preceding December 31, 2019 being $35.28 per PFC Common Share. The
amount shown assumes 100 per cent vesting, but as such PSUs and PDSUs are unvested, the amount shown is not available to the NEO.
Following the Reorganization, the terms of the PFC PSUs and PDSUs were modified to (i) equitably adjust the performance vesting conditions
attached to any PSUs and PDSUs to give effect to the Reorganization; (ii) adjust the number of PSUs and PDSUs by multiplying each award
by 1.05; and (iii) substitute PFC Common Shares with Subordinate Voting Shares of the Corporation as the underlying security, but subject to
any adjustment required to that award by the relevant governing plan documentation or grant documentation as a result of the
Reorganization.

[3]

This amount includes the value of DSP Plan shares and DSUs received in respect of the portion of annual retainers that, under the DSU Plan
and DSP Plan of the Corporation, and similar plans of the Corporation’s subsidiaries, Directors are required to be paid in DSUs or in shares.
This amount includes the fees that the NEOs, in their capacity as Directors of the Corporation or its subsidiaries, elected to receive as DSUs or
shares. This amount is calculated based on the following December 31, 2019 closing prices on the TSX: PFC Common Shares: $34.94,
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Lifeco Common Shares: $33.26 and IGM Common Shares: $37.28. Following the Reorganization, the terms of the PFC DSUs were modified to
i) adjust the number of DSUs by multiplying each award by 1.05; and (ii) substitute PFC Common Shares with Subordinate Voting Shares of
the Corporation as the underlying security, but subject to any adjustment required to that award by the relevant governing plan
documentation or grant documentation as a result of the Reorganization.
[4]

DSUs are payable at the time a Director’s membership on the Board is terminated (provided the Director is not then a director, officer or
employee of the Corporation or an affiliate of the Corporation), or in the event of the death of a Director, by a lump sum cash payment, based
on the value of the DSUs at that time. Vested PDSUs are redeemable at the time the NEO’s employment on behalf of the Corporation (or
another related corporation related) is terminated, or in the event of the death of the NEO, by a lump sum cash payment, based on the value
of the vested PDSUs at that time.

[5]

These values are related to non-exercisable options and are therefore not available to the NEO.

[6]

Options awarded to the NEO by the Corporation during the financial year ended December 31, 2019. These options have a 10-year term.
50 per cent of these options vest on the third anniversary of the award and the remaining 50 per cent vest on the fourth anniversary of the
award.

Incentive Plan Awards – Value Vested or Earned During the Year
The table below shows information for each NEO for the year ended December 31, 2019.

Name

Employee Stock Option
Plan of the Corporation –
option-based awards –
value vested
during the year[1]
[$]

Power Executive
Stock Option Plan –
option-based awards –
value vested during
the year[1]
[$]

Share based awards–
value vested during
the year[2]
[$]

Non-equity incentive plan
compensation –
value earned during
the year[3]
[$]

2,235,141 [4]

R. Jeffrey Orr

Nil

–

Paul Desmarais, Jr.

Nil

243,581

Nil

1,000,000 [5]

André Desmarais

Nil

243,581

Nil

1,000,000 [5]

Gregory D. Tretiak[6]

Nil

Nil

Nil

1,000,000 [5]

Claude Généreux
[1]

Nil

Nil

261,156

[4]

Nil

1,593,750

Summarizes for each of the NEOs the aggregate value that would have been realized if the options had been exercised on the vesting date
during the financial year ended December 31, 2019.

[2]

Summarizes for each of the NEOs the aggregate value that would have been realized if PDSUs and PSUs of the Corporation had been
redeemed on the vesting date during the financial year ended December 31, 2019. Vested PDSUs are redeemable at the time the NEO’s
employment (or directorships) on behalf of the Corporation (or another corporation related to the Corporation) is terminated, or in the event of
the death of the NEO, by a lump sum cash payment, based on the value of the vested PDSUs at that time. Vested PSUs are settled and paid
by a lump sum cash payment shortly after the applicable three-year performance period.

[3]

These are the same amounts as disclosed under “Non-Equity Incentive Plan Compensation” in the Summary Compensation Table earlier in
this Statement of Executive Compensation.

[4]

This amount represents the PDSUs and PSUs that were granted to Mr. Orr and PDSUs that were granted to Messrs. Généreux and Tretiak in
2016 and vested in 2019.

[5]

This amount represents an inter-company reimbursement from the Corporation to Power. This amount does not represent a direct payment
by the Corporation to the NEOs.

[6]

Mr. Tretiak also holds options of IGM, previously granted to him as an officer of IGM, which vested during the year ended December 31, 2019.
See disclosure in IGM’s Management Proxy Circular dated February 21, 2020.

Termination and Change of Control Benefits
There are no change of control provisions in place for the NEOs.
Although the roles of Messrs. Paul Desmarais, Jr. and André Desmarais have changed from Executive Co-Chairmen to Chairman
and Deputy Chairman respectively on March 18, 2020, the effective date of their retirement for the purposes of their benefits was
March 1, 2020.
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Retirement Plan Benefits
Power has a supplementary executive retirement plan (the “SERP”) pursuant to which pension benefits may become payable, in
addition to the pension benefits payable from Power’s basic pension plan, to certain of the executive officers of the Power Group,
as may be designated for participation by the Human Resources Committee of the Board of Directors of Power.
Messrs. Paul Desmarais, Jr. and André Desmarais participate in Power’s SERP.
The following table summarizes the main provisions of the SERP:
Provision

Description

Member contributions

None permitted

Credited service

Years of service (including fractions of years of service) with the Power Group while an
executive officer designated by Power for participation in the SERP

Pensionable compensation

Salary and bonuses received in respect of all Power Group positions

Average compensation

Average of the highest 3 years of compensation out of the final 10 years of credited
service

Normal retirement age

62 years

Pension formula

Maximum annual pension equal to 60 per cent of the average compensation less offset
(see below)

Offset

Amount of benefits payable under the Canada Pension Plan or the Québec Pension
Plan and Power’s basic pension plan

Years of credited service requirement

Entitlement to the maximum supplementary pension under the SERP requires 15 years
of credited service with the Power Group and no benefit is payable to a participant with
less than 5 years of credited service at retirement

Reduced pension

The amount of the supplementary pension (prior to offset) is reduced by 6 ⅔ per cent
for each year by which the credited service with the Power Group is less than 15 years

Early retirement age

Early retirement may not be elected prior to age 55

Retirement prior to normal
retirement age

The supplementary pension earned to the date of early retirement becomes payable,
provided the participant has completed 10 years of credited service with the Power
Group, but is subject to a reduction in the supplementary pension benefit (prior to
offset) of 6 per cent for each year by which the retirement precedes age 60

Mr. Orr participates in Power’s basic pension plan and has a supplementary pension benefit arrangement with the Corporation.
Under his pension benefit arrangement and Power’s basic pension plan, Mr. Orr becomes entitled to an annual pension at age
62 equal to a percentage of the average of the highest 3 years of his compensation out of the final 10 years of credited service
multiplied by his credited service under Power’s basic pension plan, provided that, in no event will the pension benefit exceed
60 per cent of the average of the highest 3 years of his compensation out of the final 10 years of credited service. Mr. Orr’ pension
benefit is reduced by the amount of the benefits payable under the Canada Pension Plan or the Québec Pension Plan and any
benefit payable to Mr. Orr under IGM’s supplementary Executive Retirement Plan (for prior service with IGM, a subsidiary of
Power). Credited service includes service with the Corporation and service with IGM recognized under the Corporation’s basic
pension plan. Mr. Orr’s average compensation is calculated based on salary and certain qualifying bonuses received in respect of
all Power Group positions. In the event the Corporation terminates Mr. Orr’s employment without cause, a supplementary
pension will be payable. In such case, he would be credited with actual credited service under Power’s basic pension plan and
2 additional years, resulting in an increase in the annual benefit payable of $190,300 assuming a December 31, 2019 termination
without cause. Pension benefits are generally payable starting at age 62, although Mr. Orr may retire and elect either to
commence receiving his supplementary pension on retirement, in which case the amount of his pension would be subject to a
reduction of 10 per cent for each year by which his retirement precedes age 62, or to receive the amount as determined in
accordance with the foregoing without such reduction, commencing at age 62.
Under his pension benefit arrangement and Power’s basic pension plan, Mr. Tretiak became entitled to an annual pension at age
62 equal to a percentage of the average of the highest 3 years of his compensation out of the final 10 years of credited service
multiplied by his credited service under Power’s basic pension plan, provided that, in no event will such pension benefit exceed
60 per cent of the average of the highest 3 years of his compensation out of the final 10 years of credited service. Mr. Tretiak’s
pension benefit is reduced by the amount of the benefits payable under the Canada Pension Plan or the Québec Pension Plan
and any benefits payable under his IGM Supplementary Executive Retirement Plan (for prior service with IGM, a subsidiary of the
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Corporation). Credited service includes service with the Corporation and service with IGM recognized under Power’s basic
pension plan. His average compensation covered under his pension benefit arrangement is calculated based on salary and
bonuses received in respect of all Power Group positions.
Under his pension benefit arrangement and Power’s basic pension plan, Mr. Généreux becomes entitled to an annual pension at
age 62 equal to a percentage of the average of the highest 3 years of his compensation out of the final 10 years of credited
service multiplied by his total years of credited service with Power, provided that, in no event will such pension benefit exceed
60 per cent of the average of the highest 3 years of his compensation out of the final 10 years of credited service. Given that
Mr. Généreux is a mid-career hire, his pension benefit upon his retirement will not reach the maximum benefit set under his
pension arrangement and should be significantly below such maximum. Mr. Généreux’s pension benefit is reduced by the
amount of the benefits payable under the Canada Pension Plan or the Québec Pension Plan. Mr. Généreux’s period of credited
service is his period of employment with the Power Group. His average compensation covered under his pension benefit
arrangement is calculated based on salary and bonuses received in respect of all Power Group positions.
The following table presents information on the pension benefits offered to each NEO calculated as of the end of 2019. In the
case of Paul Desmarais, Jr., André Desmarais, Gregory D. Tretiak and Claude Généreux who are also NEOs of Power, the annual
benefits payable and the accrued obligation are shared by the Corporation and Power. Therefore, the amounts shown in the
table below represent the portion attributable to the Corporation and do not represent additional years of credited service with
the Corporation over and above the years of credited service with Power, as disclosed in the Management Proxy Circular of
Power. As of the end of 2019, the percentages attributable to the Corporation are respectively: 59 per cent for Paul Desmarais, Jr.,
42 per cent for André Desmarais, 50 per cent for Gregory D. Tretiak and 77 per cent for Claude Généreux.
Annual benefits payable [$]

Name

Number
of years of
credited
Service[1]
[#]

At year-end[2]

At age 65[2]

Accrued
obligation at
start of year[3,4]
[$]

Compensatory
change[5]
[$]

Noncompensatory
change[6]
[$]

Accrued
obligation at
year-end[3,4]
[$]

R. Jeffrey Orr

18.6[7]

2,373,762

2,564,072

36,669,000

1,861,000

1,778,000

40,308,000

Paul Desmarais, Jr.

42.7[8]

1,086,114

1,086,114

16,125,740

31,410

2,755,300

18,912,450

André Desmarais

36.7[8]

773,166

773,166

12,148,790

-120,140

2,214,390

14,243,040

[9]

520,248

520,248

7,025,500

888,000

1,925,000

9,838,500

282,565

727,384

3,201,120

993,050

666,070

4,860,240

Gregory D. Tretiak
Claude Généreux
[1]

31.5

4.8[10]

With respect to Messrs. Paul Desmarais, Jr. and André Desmarais, a maximum of 15 years of credited service are recognized under the SERP
and for Mr. Tretiak, a maximum of 30 years of credited service are recognized under the pension benefit arrangement.

[2]

The annual benefits payable at year-end and at age 65 represent the estimated pension earned for all service to date, and based on total
service projected to age 65, respectively, assuming benefits are fully vested. This estimated pension is calculated based on actual pensionable
earnings as at the end of the financial year ended December 31, 2019 and on the terms of the current retirement arrangements. The benefits
payable at year-end, as shown above, do not include any reduction that may apply if a NEO retires prior to the normal retirement age. For the
NEOs who have already attained age 65, the annual benefits at age 65 correspond to the annual benefits payable at year-end.

[3]

The accrued obligation represents the value of the projected pension benefits from all pension plans of the Corporation, earned for all service
to date.

[4]

The estimated accrued obligation values are calculated each year, based on the same method and assumptions used in the Corporation’s
financial statements. The key assumptions include a discount rate of 3.90 per cent per year for the basic pension plan and a discount rate of
3.80 per cent per year for the SERP to calculate the accrued obligation at the start of the year and the annual service cost, a discount rate of
3.20 per cent per year for the basic pension plan and a discount rate of 3.10 per cent per year for the SERP to calculate the accrued obligation
at year-end and a rate of increase in future compensation of 3.50 per cent per year (3.00 per cent per year in the case of Mr. Orr).

[5]

Includes service cost for the year, the impact on the accrued obligation of the difference between actual and estimated earnings and the
impact of amendments to the applicable plan or arrangements, if any.

[6]

Includes the impact on the accrued obligation of the change in the discount rate from 3.90 per cent to 3.20 per cent for the basic pension
plan and from 3.80 per cent to 3.10 per cent for the SERP, non-pay related experience such as mortality and retirement, increase in the
obligation due to interest and changes in other assumptions, if any.

[7]

Mr. Orr’s credited service under Power’s basic pension plan and supplementary pension benefit arrangement as at 2019 year-end is 18.6 years
(including 4 years of credited service with IGM, a subsidiary of the Corporation).

[8]

Represents the total years of credited service with the Corporation and Power.
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[9]

Represents the total years of credited service with the Corporation, Power and IGM, a subsidiary of the Corporation.

[10] Mr. Généreux’s credited service under the Corporation’s basic pension plan is 4.3 years due to the plan’s waiting period. Credited service under
Mr. Généreux’s supplemental pension arrangement began on his first day of employment and totals 4.8 years as at December 31, 2019.

COMPENSATION DISCUSSION AND ANALYSIS FOR 2019
Other than the options awarded by the Corporation to Messrs. Paul Desmarais, Jr., André Desmarais and Tretiak, the 2019
compensation of these officers of the Corporation (in such capacity), who are also officers of Power, was determined solely by the
Human Resources Committee (previously the Compensation Committee) of Power, which was constituted entirely with directors
who are independent of Power and the Corporation. The compensation of such persons as officers of the Corporation was not
determined by the Board of the Corporation.

The Compensation Committee
The Board of Directors of the Corporation had established a Compensation Committee (the “Committee”), which was responsible
in 2019 for approving (or, in the case of the Chief Executive Officer, recommending to the Board for approval) the compensation
for the executives of the Corporation, other than executives who are also executives of Power. The Committee also
recommended to the Board for approval the compensation arrangements for the Directors, for the Chairs of Board Committees,
for the Lead Director and for members of Board Committees. The Committee also approved compensation policies and
guidelines applicable to employees; it recommended for approval by the Board such incentive compensation plans, equity
compensation plans, registered pension plans, supplemental pension plans and other compensation plans for employees as it
deems appropriate; and it oversees the management of the Corporation’s incentive compensation plans and equity
compensation plans. These responsibilities are now undertaken directly by the Board of the Corporation following the
Reorganization.
COMPOSITION OF THE COMMITTEE

During the year 2019 and until February 28, 2020, the members of the Compensation Committee were Gary A. Doer, Gérald Frère
and Susan J. McArthur. Each member of the Committee was an independent director within the meaning of National Policy 58201 – Corporate Governance Guidelines and National Instrument 52-110 – Audit Committees and National Instrument 58101 – Disclosure of Corporate Governance Practices and none received, directly or indirectly, any compensation from the
Corporation other than for service as a member of the Board of Directors and its committees. Additionally, none of the members
of the Compensation Committee served as the Chief Executive Officer of a public company during the year 2019. All members of
the Committee had direct experience relevant to their responsibilities in executive compensation and had the skills and
experience that contributed to the ability of the Committee to make decisions on the suitability of the Corporation’s
compensation policies and practices in 2019.
RELEVANT EXPERIENCE OF MEMBERS OF THE COMMITTEE

The following is a description of the direct experience of each of the members of the Compensation Committee in 2019 that was
relevant to their responsibilities in executive compensation. Through the positions described below, the members of the
Compensation Committee have been involved in the design, implementation or oversight of compensation programs within the
financial services industry or other sectors. The members of the Compensation Committee drew upon this experience and their
business judgment, as well as the skills gained with this experience, to enable the Compensation Committee to make decisions
on the suitability of the Corporation’s compensation policies and practices in 2019.
Mr. Doer is a Senior Business Advisor to the law firm Dentons Canada LLP since August 2016. From October 2009 to
January 2016, he served as Canada’s Ambassador to the United States. He was previously the Premier of Manitoba from 1999
to 2009 and served in a number of roles in the Legislative Assembly of Manitoba from 1986 to 1999. In 2005, as Premier, Mr. Doer
was named by Business Week magazine one of the top 20 international leaders on climate change. In 2017, Mr. Doer joined the
Trilateral Commission as a member of the North American Group. Mr. Doer is also a Director of several Power Group companies
in North America, including Power, Lifeco, Canada Life, Empower Retirement, Putnam Investments, LLC, IGM, Investors Group Inc.
and Mackenzie Inc. He is also a Director of Air Canada since May 2018. Mr. Doer was a Director of Barrick Gold Corporation from
2016 to 2018. Mr. Doer is a volunteer Co-Chair of the Wilson Centre’s Canada Institute, a non-partisan public policy forum focused
on Canada-U.S. relations. In 2010, he became a Member of the Order of Manitoba and, in 2011, he received a distinguished
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diplomatic service award from the World Affairs Council. He had been a member of the Corporation’s Compensation Committee
since May 2016.
Mr. Frère is Vice-Chairman of Pargesa Holding SA, a holding company, Chairman of the Board of Frère-Bourgeois S.A. since
December 2018, and Vice-Chairman of Groupe Bruxelles Lambert since April 2019. Mr. Frère is also a member of the Supervisory
Board of Parjointco N.V. and Chairman of the Supervisory Board of Groupe Bruxelles Lambert. Until January 2019, Mr. Frère was
Executive Director of Pargesa Holding SA, until January 2018, Mr. Frère was Executive Director of Frère-Bourgeois S.A., until April
2019, Mr. Frère was Chairman of the Board of Groupe Bruxelles Lambert and, until December 2017, he was Chairman of the
Board of Loverval Finance SA and a Director of ERBE. He was a Director of Electrabel S.A. from April 2010 to April 2014, of Pernod
Ricard from November 2009 to November 2012, of Lafarge SA from May 2008 to November 2011 and Managing Director of
Groupe Bruxelles Lambert from 1993 to December 2011. Mr. Frère was Regent of the National Bank of Belgium until
October 2018. He had been a member of the Corporation’s Compensation Committee since November 1991.
Ms. McArthur is a Corporate Director. She was a Managing Partner at GreenSoil Investments, a growth equity firm focused on
investing in real estate technology and agro food technology from April 2013 to May 2019. She has 25 years of international and
domestic investment banking experience. She has served as a member of the Human Resources Committees of Lifeco and
Canada Life since May 2016 and of IGM, Investors Group Inc. and Mackenzie Inc. since November 2017. Ms. McArthur previously
served on the compensation and corporate governance committee of a number of public companies, including Chemtrade
Logistics Income Fund, KP Tissue Inc. and First Capital Realty Inc. She also spent a year as a recruiting professional in financial
services and has completed the Directors Education Program at the University of Toronto’s Rotman School of Management.
COMPENSATION COMMITTEE WORK PLAN

The following provides an overview of the Compensation Committee work plan for the year ended December 31, 2019, during
which the Committee met five times:
2019 Compensation Committee Primary Activities

Consideration of identified risks associated with compensation
Approval of compensation disclosure in management proxy circular for the 2019 AGM
Review of compensation and retirement consulting services
Approval of CEO’s objectives for 2019 and review of 2019 performance
Review of Minimum Equity Ownership Requirement for Directors
Approval of vesting payout for applicable grants under the Corporation’s Performance Share Unit Plan
Approval of new grants under Corporation’s Employee Stock Option Plan and Performance Share Unit Plan
Review of a new pension plan design for executives
Review of senior management succession planning
Review of report on administration of benefit plans (including pension programs)
Review of Directors’ compensation
Review and recommendation to the Board for approval (where required) of new employment agreements
Review of personal loans to officers
Approval of global salary increase budget
Review and approval of performance conditions applicable to the Performance Share Unit Plan
Review of inputs and market peer review for compensation of members of senior management
Approval of annual incentive plan award and salary for members of senior management

Compensation Consultant
Willis Towers Watson (including its predecessors, the “Compensation Consultant”) has been retained by the Compensation
Committee since 2006 to provide executive compensation consulting services. The Compensation Consultant’s services typically
include advising on compensation policies and assessing compensation consulting market developments for senior executives
and directors. In particular, in 2019, the Compensation Consultant provided advice to the Compensation Committee on changes
made to the Corporation’s Director compensation structure (see “Compensation of Directors – Process for Determination of
Director Compensation in 2019”) and completed the executives’ total compensation study. In 2019, the Committee met alone as
required without the Compensation Consultant without management. In addition, the Committee consulted the Compensation

POWER FINANCIAL CORPORATION > STATEMENT OF EXECUTI VE COMPENSATION 16

Consultant without management being present. Recommendations and decisions made by the Compensation Committee
usually reflect other factors and considerations in addition to the information and guidance provided by the Compensation
Consultant.
The Compensation Consultant also provided non-executive compensation consulting services to the Corporation, at the request
of management, which may be comprised of compensation, retirement and benefit consulting services. On an annual basis, the
Compensation Consultant disclosed to the Compensation Committee its full relationship with the Corporation, as well as its
consulting structure and other safeguards put in place to avoid conflicts of interest when consulting on executive compensation
matters.
The Compensation Committee approved all the consulting services provided to the Corporation by the Compensation
Consultant.
The Compensation Consultant’s fees for the 2018 and 2019 fiscal years for such services were as follows[1]:
Year ended December 31, 2018
[$]

Year ended December 31, 2019
[$]

Executive Compensation-Related Fees

132,054

163,199

All Other Fees[2]

237,906

180,196

[1]

If and as required by applicable securities legislation, fees paid to compensation consultants by Lifeco are disclosed in Lifeco’s Management
Proxy Circular dated March 9, 2020 and fees paid to compensation consultants by IGM are disclosed in IGM’s Management Proxy Circular
dated February 21, 2020.

[2]

These fees relate to non-executive compensation, corporate insurance, retirement and group benefits consulting services.

Executive Compensation Policy for 2019
The Corporation’s executive compensation policies and programs were designed to support the Corporation’s primary objective
of generating added value for shareholders over the long term. Unlike the Corporation’s operating subsidiaries, where
compensation may be tied directly to specific objectives, the Corporation is a holding company, and its compensation for 2019
was deliberately structured to reflect the long-term value-building nature of the duties of senior management and the absence
of precise shorter term operating measures. The main goals of the Corporation’s executive compensation policy in 2019 were to:
>

attract and retain key executive talent with the knowledge and expertise required to develop and execute business
strategies to generate long-term shareholder value;

>

provide executives with a total compensation package competitive with that offered by other large global organizations
based in North America; and

>

ensure that long-term incentive compensation is a major component of total compensation.

The Corporation’s executive compensation program was designed in 2019 to reward the following:
>

excellence in crafting and executing strategies and transactions that will produce significant value for the shareholders
over the long term;

>

management vision and an entrepreneurial approach;

>

quality of decision-making;

>

success in identifying and appropriately managing risk;

>

integration of environmental, social and governance factors in investment decisions;

>

strength of leadership; and

>

record of performance over the long term.

Compensation Risk Management for 2019
In performing its duties, the Compensation Committee considered in 2019 the implications of the possible risks associated with
the Corporation’s compensation policies and practices. This includes:
>

identifying any such policies or practices that may encourage executive officers to take inappropriate or excessive risks;

POWER FINANCIAL CORPORATION > STATEMENT OF EXECUTI VE COMPENSATION 17

>

identifying risks arising from such policies and practices that could have a material adverse effect on the Corporation; and

>

considering the possible risk implications of the Corporation’s compensation policies and practices and any proposed
changes to them.

The Committee, with the assistance of the Compensation Consultant, reviewed and assessed the Corporation’s compensation
policies and practices for 2019 in relation to such risks, including assessing such policies and practices in light of practices
identified by the Canadian Securities Administrators as potentially encouraging executive officers to expose the Corporation to
inappropriate or excessive risks. It is the Committee’s view that the Corporation’s compensation policies and practices do not
encourage inappropriate or excessive risk-taking.
The Committee believes that the Corporation’s status as a diversified investment holding company, having a controlling
shareholder with a long-term focus, mitigated against policies and practices which would have encouraged executive officers to
expose the Corporation to inappropriate or excessive risks. As disclosed above, the Corporation’s executive compensation policies
and programs have been designed to support the Corporation’s primary objective of generating long-term value for
shareholders.
Non-equity cash incentives, when paid, were not related to specific quantifiable performance targets defined prior to the
beginning of the year, and were determined by reference to a number of factors, as described below. As such, the Committee
believed they do not incent potentially inappropriate short-term risk-taking executive behaviour. As also described below, a
significant portion of the executive officers’ compensation for 2019 was in the form of PDSUs and PSUs, which are subject to
performance vesting conditions over a three-year period, and stock options which typically have a 10-year term and vest over
specified numbers of years during the options’ term. In the view of the Committee, [i] as recipients only benefit under PDSUs and
PSUs if performance conditions are met over a three-year period, [ii] since the payment of vested PDSUs is deferred until the
executive retires or otherwise leaves the employment of the Corporation and [iii] as options generally vest on the third and fourth
anniversaries of grant and recipients only benefit under options if shareholder value increases over the long-term, officers are not
incentivized to take actions which provide short-term benefits and which may expose the Corporation over a longer term to
inappropriate or excessive risks. In addition, pursuant to the Corporation’s minimum equity ownership requirements, members of
senior management were required in 2019 to hold Common Shares, DSUs, PDSUs and/or PSUs of the Corporation with at least a
specified aggregate minimum value (see “Minimum Equity Ownership Requirement for Senior Management” below), which also
mitigated against such executives taking inappropriate or excessive risks to improve short-term performance. Furthermore,
under Power’s Policy Concerning Insider Trading, Directors and employees of the Corporation are prohibited from purchasing
financial instruments designed to hedge or offset a decrease in market value of equity securities or equivalents such as DSUs,
PDSUs and PSUs, the value of which is derived from equity securities granted by the Corporation as compensation (See “Equitybased Compensation Anti-hedging Policies” below). Finally, under the Clawback Policy, the Corporation may recoup an officer’s
incentive-based or equity-based compensation where such officer’s misconduct resulted in a financial statement restatement
(see “Clawback Policy” below).
Readers are also referred to the Management Proxy Circular of Lifeco dated March 9, 2020 and to the Management Proxy
Circular of IGM dated February 21, 2020, for their disclosure entitled “Compensation Risk Management”.

“Clawback” Policy
The Corporation adopted in March 2018 a Clawback Policy for all officers (the “Subject Officers”) of the Corporation who served in
such capacities during the relevant financial period. The Clawback Policy provides that, where a Subject Officer’s “misconduct”
caused, or partially caused, a financial statement restatement, then the Board may require disgorgement of any or all incentivebased or equity-based compensation paid, awarded or granted to, vested in favour of, or exercised or settled by such Subject
Officer during or after the financial period covered by the restatement, and after the effective date of the Clawback Policy.
“Misconduct” under the Clawback Policy means fraud, gross negligence or intentional misconduct; or wilful breach of the
provisions of the Corporation’s or of Power’s Code of Conduct of sufficient gravity to justify the application of the Clawback Policy.

Equity-Based Compensation Anti-Hedging Policies
The NEOs of the Corporation are subject to Power’s Policy Concerning Insider Trading, which prohibits each NEO from, among
other things, purchasing financial instruments, including for greater certainty, prepaid variable forward contracts, equity swaps,
collars or units of exchange funds, that are designed to hedge or offset a decrease in market value of equity securities (or
equivalents such as DSUs, the value of which is derived from equity securities) granted by the Corporation as compensation.
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NEOs also may not, directly or indirectly, with respect to any security of Power or a publicly-traded subsidiary (as defined in the
policy to include the Corporation) of Power: [i] make a “short sale” of the security; [ii] sell a “call” or buy a “put”, in respect of the
security; or [iii] purchase the security for the purpose of selling it at a profit within a short period of time (which the policy
provides would generally, depending on the circumstances, mean the purchaser intends to hold such securities for a minimum
of two years).
Under the terms of DSUs (of Power and its subsidiaries) and PDSUs held by NEOs, the NEOs may not receive or obtain any
amount for the purpose of reducing the impact, in whole or in part, of any reduction in the fair market value of the shares of
Power relating to such PDSUs or DSUs or, in the case of the subsidiaries, those of a related corporation.

The Compensation Committee’s Decision-Making Process in 2019
The Board and the Committee recognize the importance of executive compensation decisions to the management and
shareholders of the Corporation and gave careful consideration to the process which was followed to make decisions in 2019.
The Committee considered it important that total compensation (cash and all other employment-related benefits) reflected the
Corporation’s entrepreneurial roots, corporate culture and focus on long-term growth in shareholder value. The various elements
of executive compensation, the relative weighting allocated to cash compensation versus equity-based incentives such as PSUs,
PDSUs and options, and the mix of annual as opposed to long-term incentives, was not quantified by the Committee on the
basis of a formulaic approach. The Committee reviewed each compensation element in 2019 in the context of the compensation
mix (fixed versus variable) determined in accordance with the Corporation’s executive compensation policy.

Benchmarking
To assist in determining competitive compensation for senior executive positions for 2019, the Committee reviewed data from
reference groups that included large financial services organizations, management holding companies and other large
diversified companies. Because of the international scope and the size of the Corporation, the reference groups were composed
of Canadian and U.S.-based companies, thus allowing the Corporation to offer its senior executives total compensation that is
competitive in the North American market. Companies included in the reference groups are typically publicly traded, operate in
the financial services industry and other sectors, are large in scope and have global operations. While performing its review in
2019, the Committee may have considered some or all of the companies in the reference groups.
The following table presents the companies included in the reference group for 2019 and notes the selection criteria for which
each benchmark company was considered to be relevant:
Geography

Company

Large in
scope

Publicly
traded

Financial
services
industry

Canada

U.S.

Global
operations

Aflac Incorporated

●

●

Air Canada

●

●

American Express Company

●

●

●

●

●

American International Group, Inc.

●

●

●

●

●

Bank of Montreal

●

●

●

Bombardier Inc.

●

●

Brookfield Asset Management Inc.

●

●

Canadian Imperial Bank of Commerce

●

●

Canadian National Railway Company

●

●

Capital One Financial Corporation

●

●

CGI Group Inc.

●

●

CIGNA Corporation

●

●

●

●

●

Citigroup Inc.

●

●

●

●

●

Fairfax Financial Holdings Limited

●

●

●

GE Capital Global Holdings, LLC

●

George Weston Limited

●

●

Honeywell International Inc.

●

●

Loews Corporation

●

●

●

●
●

●
●

●

●

●

●

●

●

●

●

●

●

●
●

●
●

●

●

●

●

●
●

●

●

●

●

●

●
●
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Geography
Large in
scope

Company

Publicly
traded

Financial
services
industry

Canada

U.S.

Global
operations

Manulife Financial Corporation

●

●

●

MetLife Inc.

●

●

●

National Bank of Canada

●

●

●

Onex Corporation

●

●

Prudential Financial Inc.

●

●

●

Royal Bank of Canada

●

●

●

SNC‑Lavalin Group Inc.

●

●

State Street Corporation

●

●

●

Sun Life Financial Services

●

●

●

●

●

The Bank of Nova Scotia

●

●

●

●

●

The Hartford Financial Services Group, Inc.

●

●

●

The Toronto-Dominion Bank

●

●

●

The Travelers Companies, Inc.

●

●

●

Thomson Reuters Corporation

●

●

U.S. Bancorp

●

●

●

●
●

●

●

●

●

●
●

●

●

●

●
●

●
●

●

●
●

●
●

●

●

●
●

●

●

While performing its review, the Committee took into account the compensation of comparable executive roles among
companies in the reference group by considering the placement of the Corporation’s NEO’s total compensation approximately
in the middle of the reference group’s compensation policy ranges with exceptional performance allowing for total
compensation towards the upper range of the reference group.
When determining the actual compensation of each NEO for 2019, the Committee took into consideration several factors
including individual and corporate performance, experience and competencies of the executive and the ability of the executive
to execute the Corporation’s strategies.

Annual Review by the Committee in 2019
The Committee reviewed the total compensation of each NEO annually, other than certain NEOs who are NEOs of Power (being
Messrs. Paul Desmarais, Jr., André Desmarais and Tretiak), as noted above. Except with respect to options granted by the
Corporation, compensation of the latter group is determined by Power’s Human Resources Committee. Except as expressly
noted, the discussion below relates to NEOs of the Corporation (being Messrs. Orr and Généreux) other than
Messrs. Paul Desmarais, Jr., André Desmarais and Tretiak. The Committee’s review covered all forms of compensation and the
Committee considered a number of factors and performance indicators, including the long-term financial returns of the
Corporation relative to that of other large corporations in the financial services industry and other sectors, which includes
corporations in the reference groups above. The comparative evaluation is not based on a mathematical formula that integrates
specific, weighted performance measures. Rather, the Committee qualitatively considered such factors in the context of the
overall achievements of the Corporation, be they financial or strategic in nature.
The Committee obtained the recommendations of the then Executive Co-Chairmen in reviewing the compensation of each of
the NEOs, together with their evaluation of the performance of each such NEO for the year 2019.

COMPONENTS OF EXECUTIVE COMPENSATION IN 2019
The principal components of the compensation program for the NEOs in 2019, each component’s primary role in the
compensation mix and how the components are linked together are presented in the table below:
Elements

Primary role

Link to other elements

Base Salary

Reflects skills, competencies, experience and
performance appraisal of the incumbent

Influence non-equity incentives,
long-term incentive, pension and
some benefits

Incentive Compensation –
Non-Equity Incentives

Reflects performance for the year

Influence or may influence pension
in certain circumstances
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Incentive Compensation –
Stock Options, PDSUs
and PSUs

Promotes creation of sustained long-term value for the
shareholders and links interests of NEOs with interests of

Retirement Arrangements

Provide for competitive and appropriate replacement
income upon retirement based on years of service with

the shareholders

the Corporation
Group Benefits

Provide competitive and adequate protection in case of
sickness, disability or death

Executive Perquisites

None, except that the value
of these elements is considered
within the total compensation
policy of the Corporation

Provide a competitive compensation package and
facilitate the effective performance of the incumbent’s
functions

A–BASE SALARY FOR 2019

The Committee reviewed and approved the base salary for each NEO taking into account each executive’s responsibilities,
experience and performance assessment. During the review, the Committee considered the total compensation of each NEO
(including, where applicable, compensation received by the NEO from publicly traded subsidiaries of the Corporation in such
NEO’s capacity as a Director of the subsidiary, which compensation is determined solely by the Board or Compensation
Committee of such subsidiaries and not by the Board of the Corporation) to ensure it remains aligned with the Corporation’s
total compensation policy.
Base salary increases for 2019 are presented in the table below:
Base Salary Rate
2018
[$]

2019
[$]

Increase

4,661,000

4,776,000

2.5%

Paul Desmarais, Jr.
Executive Co-Chairman

612,500

625,000

2.0%

André Desmarais
Executive Co-Chairman

612,500

625,000

2.0%

Gregory D. Tretiak
Executive Vice-President and Chief Financial Officer

307,500

315,250

2.5%

Claude Généreux
Executive Vice-President

576,750

591,000

2.5%

Name and principal position in 2019

R. Jeffrey Orr
President and Chief Executive Officer

The Committee believed the increases for the other NEOs were in line with general increases granted in the market for
comparable positions, taking into account the total compensation for comparable positions at the companies in the reference
groups above.
B–INCENTIVE COMPENSATION FOR 2019

The Committee believed it to be appropriate, in the context of a management holding company, to determine executive
incentive compensation using a review and global assessment of the performance of the Corporation, in terms of financial
results, achievements and strategic positioning, and specific individual contributions, among others, rather than adhering to a
formulaic approach.
[I] ANNUAL AND OTHER NON-EQUITY INCENTIVES FOR 2019 (THE “INCENTIVES”)

Incentives may be paid to certain NEOs. The President and CEO is generally not eligible for an annual incentive. However, the
Board may from time to time approve a special incentive award in recognition of a significant strategic initiative in the year.
Mr. Orr received no such incentive award in 2019.
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In the case of Mr. Généreux, the compensation policy provides for a target annual incentive of 200 per cent of base salary. The
2019 annual incentive for Mr. Généreux reflects his exceptional contributions toward specific strategic initiatives.
The actual amount of annual incentives of the NEOs, when paid, is determined by reference to a number of factors including:
>

financial performance of the Corporation for the year in absolute terms and compared with similar organizations,
including some in the reference groups referred to above;

>

contribution to the execution of business plans and/or initiation and implementation of long-term strategies and/or
execution of important strategic transactions;

>

specific individual achievements;

>

total compensation and alignment with the Corporation’s executive compensation policy; and

>

competitiveness of the total compensation having regard to the reference groups above.

Incentives, when paid, are not related to specific, quantifiable performance targets determined prior to or at the beginning of the
fiscal year. Incentives may relate to performance for a year or a multi-year period.
The annual incentives for the NEOs cannot exceed two times the target incentive unless otherwise determined by the
Committee, in exceptional circumstances.
The numbers for the Incentives for 2019 for the applicable NEOs, as outlined in the Summary Compensation Table above, reflect
a consideration of the above criteria.
As the compensation of Messrs. Paul Desmarais, Jr., André Desmarais and Tretiak is determined by the Human Resources
Committee of Power, please refer to Management Proxy Circular of Power for a discussion of their annual incentive.
[II] LONG-TERM INCENTIVES FOR 2019

The Committee initially determined an appropriate long-term incentive amount for each NEO. In determining the amount of the
long-term incentives for a NEO, the Committee considered the amount and terms of the executive’s outstanding long-term
incentives, the executive’s individual performance and contribution for the year and the alignment of the executive’s total
compensation with the Corporation’s executive compensation policy. Reference is also made to the competitiveness of the
NEO’s compensation having regard to the reference groups described above.
The factors considered and the relative weighting allocated to these factors varies from year to year.
In 2013, the Corporation adopted a Performance Share Unit Plan, which provides for the grants of PSUs and PDSUs, to allow for
flexibility in granting additional forms of long-term incentives to complement the use of stock options. With the exception of the
President and CEO and the former Executive Co-Chairmen, for whom the long-term incentive allocation was determined by the
Committee, the other NEOs may choose to elect up to 50 per cent of their long-term incentive grant in performance units
(PSUs or PDSUs). Such election must be made in the calendar year preceding the long-term incentive grant. The Committee
believed that a minimum 50 per cent allocation of options, combined with PSUs and PDSUs as applicable, is consistent with the
Corporation’s overall approach to executive compensation, as these instruments are designed to reward performance over the
long term and align NEOs’ interests with those of the Corporation’s shareholders.
Stock options have a 10-year term and generally vest over 4 years at the rate of 50 per cent after 3 years and the remaining
50 per cent after 4 years. The Corporation sets option exercise prices on the basis of market prices, and only when NEOs are
permitted to trade shares of the Corporation or of Power, as applicable, outside of a blackout period.
Option recipients only benefit if shareholder value increases over the long term.
PSUs and PDSUs are share units, each entitling the NEO to a payment based on the value of a Common Share, subject to
performance vesting conditions. PSUs and PDSUs granted to NEOs are subject to performance vesting conditions relating to the
Corporation’s or Power’s return on equity (“ROE”), as applicable, over a three-year period pursuant to which PSUs and PDSUs may
vest within a range of 0 per cent to 150 per cent. The number of PSUs or PDSUs included in the grant was determined based on
dividing the aggregate grant date fair value of the long-term incentive plan amount allocated to PSUs or PDSUs by the market
price of the underlying Common Shares on the grant date.
PSUs and PDSUs are identical in all respects, and subject to the same performance conditions over the same performance
period, except that the settlement and payment of vested PDSUs is deferred until the executive retires or otherwise leaves the
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employment of the Corporation whereas vested PSUs are settled and paid shortly after the applicable three-year performance
period. PSUs and PDSUs, to the extent vested, are settled and paid out in the form of cash payments. Unvested PSUs and PDSUs
are forfeited in the case of resignation or termination with cause. In the case of death, retirement or termination without cause,
unvested PSUs and PDSUs vest at 100 per cent except that the amount is prorated for the period of active employment during
the performance period in case of termination without cause. The PSUs and PDSUs granted by the Corporation do not have a
“floor” or minimum guaranteed level of vesting and therefore may expire without value and without any pay-out being made to
the NEO if the specified minimum return on equity required for vesting is not met.
On February 13, 2020, in connection with the Reorganization, (a) each DSU, PDSU and PSU of the Corporation remained as a
DSU, PDSU and PSU of the Corporation (although authority to administer their governing plans was subsequently delegated to
the Human Resources Committee of Power) on its same terms and conditions except as amended to: (i) equitably adjust the
performance vesting conditions attached to any PDSUs and PSUs to give effect to the Reorganization; (ii) adjust the number of
DSUs, PDSUs and PSUs by multiplying each award by 1.05; and (iii) substitute Common Shares with Subordinate Voting Shares of
Power as the underlying security, but subject to any adjustment required to that award by the relevant governing plan
documentation or grant documentation as a result of the Reorganization, and (b) Power assumed the Corporation’s Employee
Stock Option Plan and each option outstanding was exchanged for a Power option entitling the holder thereof to purchase
Subordinate Voting Shares of Power. The number of Subordinate Voting Shares of Power each holder of an option became
entitled to purchase under such options is such number of Subordinate Voting Shares of Power as is equal to the product
obtained when (i) 1.05 is multiplied by (ii) the number of Common Shares subject to such option immediately prior to the
Reorganization (rounded down to the nearest whole number of Subordinate Voting Shares of Power). The exercise price per
Subordinate Voting Share of Power for each holder of an option became the quotient obtained when (i) the exercise price per
Common Share payable under such option immediately prior to the Reorganization is divided by (ii) 1.05 (rounded up to the
nearest whole cent).
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Following the Reorganization, the performance conditions applicable to the PSUs and PDSUs of the Corporation were adjusted
to account for the Reorganization. The basis to determine the ROE was changed to the ROE of Power starting with the year
2020. The vesting of the PSUs and PDSUs granted in 2019 is conditional on the achievement of the target ROE over the 3-year
period comprised of the Corporation ROE for 2019 and the Power ROE for 2020 and 2021. The following graph illustrates the
ranges of ROE achievements and the corresponding vesting applicable to the PSUs and PDSUs granted in the year. PSUs and
PDSUs vest on a pro rata basis when ROE achievement falls within a performance range. The ranges represent a blend of the
Corporation’s and Power’s approved range.

2019 Grant
ROE Achievement
(basis points from target)

Vesting
(% of units granted)

200 points above
target or more

MAXIMUM

150%

±83 points above
and below target

TARGET

100%

217 points below
target

50%

450 points below
target

0%
THRESHOLD

PSUs granted by the Corporation to Mr. Orr in 2019, PDSUs granted by the Corporation to Mr. Généreux in 2019, and stock
options granted by the Corporation to each NEO reflect a consideration of the above criteria. Given that
Messrs. Paul Desmarais, Jr., André Desmarais, Tretiak and Généreux are NEOs of both Power and the Corporation, they were
awarded options of both Power and the Corporation in order to promote a balanced alignment of their interests with those of
the respective shareholders of the two corporations.
C–RETIREMENT ARRANGEMENTS

Messrs. Paul Desmarais, Jr. and André Desmarais participate in Power’s SERP. The main provisions of the SERP are described in
more detail earlier in this Statement of Executive Compensation. The Corporation, and Power in the case of Mr. Tretiak, have also
entered into pension benefit arrangements with Messrs. Orr, Tretiak and Généreux as described above under “Executive
Compensation - Retirement Plan Benefits”. The purposes of the pension benefit arrangements are to:
>

offer an adequate and competitive level of retirement income to the executive officers who have spent a significant
portion of their career in service with the Corporation or its subsidiaries;

>

through the vesting provisions of the pension benefit arrangements and their respective benefit accrual formula, provide
an incentive for the NEOs to remain in service with the Corporation and to take a long-term view to corporate decisionmaking; and

>

supplement registered pension plans benefits to assist in attracting officers.

There were no changes in 2019 to the terms of Power’s SERP or any other pension benefit arrangements the Corporation has
with the NEOs.
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D–GROUP INSURANCE BENEFITS

The Corporation offers medical, dental, life, accidental death and dismemberment and short- and long-term disability insurance
coverage to the NEOs as well as to all employees of the Corporation under the same program.
E–SHARE PURCHASE PROGRAM

Power offers a share purchase program to all employees of the Corporation, under which the NEOs may purchase Subordinate
Voting Shares of Power through payroll deductions. Under the program, Power or the Corporation, as the case may be, makes a
contribution equal to 50 per cent of the participant’s contribution, up to a maximum of $30,000, which is used to purchase
Subordinate Voting Shares of Power.
F–EXECUTIVE PERQUISITES

The Corporation currently provides a limited number of perquisites to its NEOs, the nature and value of which, in the view of the
Committee, are reasonable and competitive.

Minimum Equity Ownership Requirement for Senior Management
Considering that, following the Reorganization, the Corporation is now a wholly owned subsidiary of Power, and its Common
Shares are no longer listed on the TSX, the minimum equity requirements for Senior Management have been eliminated.
In previous years, members of the Corporation’s senior management, including the NEOs, were required to hold, within five years
of their becoming a member of senior management of the Corporation, Common Shares, DSUs, PDSUs and/or PSUs of the
Corporation with at least an aggregate minimum value determined as follows:
Minimum equity ownership requirement (% of annual base salary) [1] [2]

Chief Executive Officer

$12,500,000

Executive Co-Chairman and Executive/Senior Vice-Presidents
and Chief Financial Officer

300%

Vice-Presidents

100%

[1]

Members of the Corporation’s senior management who also served as senior management of Power were permitted to include their

holdings in Subordinate Voting Shares, Participating Preferred Shares, DSUs, PDSUs and PSUs of Power in order to satisfy the minimum equity
ownership requirement.
[2]

Determined based on the highest of the cost of acquisition of the Common Shares, (or in the case of DSUs, PDSUs and PSUs, the stock

price on the date of grant), and the market value of the Common Shares or Subordinate Voting Shares of Power, as applicable after the
Reorganization (and/or DSUs, PDSUs and PSUs).
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PERFORMANCE GRAPH
The following Performance Graph shows the yearly change in the cumulative total shareholder return on the Corporation’s
Common Shares compared with the S&P/TSX Composite Index, over the five-year period ended December 31, 2019.
The year-end values of each investment are based on share appreciation plus dividends paid in cash, with the dividends
reinvested on the date they were paid.

Five-Year Cumulative Total Returns
Value of $100 invested on December 31, 2014.

For each NEO who has been with the Corporation throughout the last five years, the trend of the NEOs’ cumulative total direct
compensation is consistent with the trend of cumulative value earned by the Corporation’s shareholders over the five-year
period; however, the Corporation’s determination of executive compensation is based upon the policies and procedures
described above and is not based upon the total return of the Corporation’s shares relative to any particular stock index.

