Columbia Power Corporation
Board Manual

TERMSOF REFERENCE FOR THE BOARD OF DIRECTORS

INTRODUCTION

The Mandate, Vision and Values of CPC are;

A.

Mandate

o Develop core hydroelectric projects and other qualifying generation,
transmission and distribution projects in the Columbia Basin.

« Earn an acceptable rate of return given the risks.

. Finance power projects using the government’s equity contributions, retained
earnings and limited-recourse project debt, without government debt guarantees.

« Promote employment, economic development and new industry through
environmentally sound, cost-competitive power project investment.

Vision

To be a respected, continually improving company that maximizes shareholder

value by developing and operating power projects in a socialy and

environmentally responsible manner, achieving the development objectives of the

Province and the Columbian Basin.

Values

. Efficiency in the use of scarce resources.

« Good value for money for the Province and the Columbian Basin.

. Socially responsible decision-making, to the extent possible guided by the
market.

. Proactive and economically responsible environmental management.
«  Respectful employment practices.

II. PURPOSE

A.

March /07

The CPC Board of Directors (the "Board") has a primary responsibility to foster
the Corporation's short and long-term success. This should be consistent with the
Board's responsibility to the Corporation’s shareholders, the Government of
British Columbia, giving consideration to the legitimate interests held by other
stakeholders including employees, customers, suppliers, communities and the
public.
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The directors are stewards of the Corporation. The Board has the responsibility
to oversee the conduct of the Corporation's business and management, which is
responsible for the day-to-day operation of the Corporation. In overseeing the
conduct of the business, the Board, through the President and Chief Executive
Officer will set the standards of conduct for the Corporation.

These terms of reference are prepared to assist the Board and management in
clarifying responsibilities and ensuring effective communication between the
Board and management.

1. COMPOSITION AND BOARD ORGANIZATION

A.

B.
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The Board Chair and directors are appointed by the Government.

The Board operates by delegating to management certain of its authorities,
including spending authorizations, and by reserving certain powers to itself. The
current spending authorizations are outlined in Tab 3.1 of the Board Manual.

Certain of the Board's responsibilities may be delegated to Board committees.
The responsibilities of those committees will be as set forth in their terms of
reference, as amended from time to time.

The Board retains the responsibility for managing its own affairs including the
responsibility to:

i)  annualy review, in conjunction with the CEO, the skills and experience
represented on the Board in light of the Corporation's strategic direction,
for the purpose of recommending the criteria and potential candidates who
meet the criteria to the Government when appointing directors;

i)  make recommendations to the Chair and to the Government regarding the
criteriait should consider in making appointments to the Board,

iii)  on the recommendation of the Chair, appoint, determine the composition of
and set the terms of reference for, Board committees;

iv) implement an appropriate process for assessing the effectiveness of the
Board, the Board Chair, committees and directors in fulfilling their
responsibilities;

v) assess the adequacy and form of director compensation and make
recommendations to the Government, as appropriate;
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vi)  assume responsibility for the Corporation’'s governance practices and ensure
they meet the needs of Government, the Corporation and the public;

vii) approvethetermsof reference for the Board, the Chair, and the directors; and

viii) appoint the Secretary to the Board.

V. DUTIESAND RESPONSIBILITIES

A.
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Human Resour ces
The Board has the responsibility to:

1) appoint the CEO and plan succession of the CEQ,;
i)  approve terms of reference for the CEO;

iii)  monitor and, at least annually, review the CEO's performance against
agreed upon annual objectives;

iv) approve the CEO's compensation;

V) review the senior management structure including such duties and
responsibilities to be assigned to officers of the Corporation;

vi)  on the recommendation of the CEO, appoint the officers of the Corporation
who report to the CEG,;

vii) review compensation plans for senior management including salary,
incentive, benefit and pension plans;

viii) approve certain matters relating to al employees, including:
a) the Corporation's broad compensation strategy and philosophy;
b)  new benefit programs or material changes to existing programs; and
c) materia changesto the employee pension plans.

iX) ensure retention and succession planning programs are in place including
programs to train and develop management; and

X)  provide advice and counsdl to the CEO in the execution of the CEO's
duties.
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B.
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Mission, Strategy and Plans
The Board has the responsibility to:

i)  participate with management in the development of, and ultimately
approve, the Corporation's Mission, Vision and Values,

i) participate with management in the development of, and ultimately
approve, the Corporation's service plans, taking into consideration the
commercial, public policy, socia responsbility and regulatory
responsibilities of the Corporation;

iii) approve annua operating, capital budgets, and long range forecasts that
support the Corporations ability to meet its strategic plans;

iv) direct management to develop, implement and maintain a reporting system
that accurately measures the Corporation's performance against its service
plans and long range forecasts;

v)  monitor CPC's progress towards the approved strategic objectives and
performance against operating and capital plans, and to alter its direction in
light of changing circumstances; and

vi) review and approve significant changes to the plans.

Financial and Risk |ssues
The Board has the responsibility to:

i)  take reasonable steps to ensure the implementation and integrity of the
Corporation'sinternal control and management information systems,

i) ensure management identifies the principal financial and non-financial risks
of the Corporation and implements appropriate systems and programs to
manage these risks;

iii)  monitor operational and financial results;

iv) approve annua and quarterly financia statements, and approve release
thereof by management;
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v)

Vi)

appoint external auditors and approve auditors fees; and

approve major transactions.

Policies and Procedures

The Board has the responsibility to:

i)

v)

approve and monitor, through management, compliance with al major
corporate policies and procedures that govern CPC’ s operations;

approve and act as the guardian of CPC's corporate values, including
approving a Code-of-Conduct and Conflict of Interest Guidelines for the
Corporation;

direct management to ensure the Corporation operates at all times within
applicable laws and regulations and to the highest ethical and moral
standards;

ensure that control codes or guidelines are in place governing ethical
conduct, conflict of interest, environmental protection, personal and public
safety, equity and other social responsibility concerns; and

review gignificant new policies or materia amendments to existing
policies.

Government and Stakeholder Communications

The Board must pay particular attention to the fact that it operates within a highly
public environment. The actions of the Corporation have a significant public
impact and there is a need to ensure communications with the Government and
the public is effective and appropriate.

The Board has the responsibility to:

i)

ensure the Corporation has in place, a plan/policy to enable management
and the Board to communicate effectively with the Government,
stakeholders and the public generally;

ensure the financial performance of the Corporation is adequately and
promptly reported to the Government and the public;
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iii) ensure financial results are reported fairly and in accordance with
governing laws and generally accepted accounting principles,

iv) ensure timely reporting of any other developments that have a significant
and material effect on the Corporation; and

v)  report annually to the Government on the Board's stewardship for the
preceding year (Annual Report).

V. GENERAL LEGAL OBLIGATIONSOF THE BOARD OF DIRECTORS

A. TheBoard is responsible for directing management to ensure legal requirements
have been met, and documents and records have been properly prepared,
approved and maintai ned.

B. Lega duties are imposed on directors. The basic legal duties are imposed at
common law.

C. Directors are under a fiduciary duty to the Corporation to carry out the duties of
their office:

1) honestly and in good faith;
i)  withaview to the best interests of the Corporation;
iii)  with the care, diligence and skill of areasonably prudent person; and

iv) the powers of the Directors are conferred upon them to exercise on behalf
of, and for the benefit of, CPC. The directors are legally bound to serve the
interests of the Corporation.

Directors have specific statutory duties and obligations under employment,

environmental and financial reporting law as well as under the withholding
provisions of taxation law.
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