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CITY OF GUELPH

SHAREHOLDER DECLARATION

RECITALS:

1.

1.1

Guelph Municipal Holdings Inc. ("Heldeo™) is wholly-owned by the Corporation of the
City of Guelph (the “City”) and has been incorporated by the City to serve as a holding
corporation to hold the shares of corporations with share capital which are established by
or on behalf of the City from time to time as permitted under governing Laws;

The entry into, and the exercise of powers of the City under, this Sharcholder Declaration
is considered necessary to acquire, hold, dispose of and otherwise deal with the shares of
Guelph Hydro Inc. (“GHI’) and its Subsidiaries.

GHI is wholly-owned by Holdco;

Guelph Hydro Electric Systems Inc. (“GHESY’) and Ecotricity Guelph inc.
(“Ecotricity™) are each wholy-owned by GHI;

This Shareholder Declaration sets out the requirements of the City relating to the
governance and other fundamental principles and policies of Holdco in relation to GHI
and its Subsidiaries;

This Shareholder Declaration sets out the requirements of Holdco relating to the
governance and other fundamental principles and policies of GHI and its Subsidiaries;

A fundamental principle of this Shareholder Declaration is that any change in the scope
of activities or role of Holdco shall not impact the business activities, role and
governance structure of GHI; and

The City intends and acknowledges that GHI shall collaborate with the City and play a
significant role in the development and implementation of the Community Energy
[nitiative.

Definitions and Interpretation

Wherever used in this Shareholder Declaration, the following terms shall have these
respective meanings:

“Board” means the board of directors of a corporation;

“Book Value” means the book value of the applicable corporation and its direct
subsidiaries on a consolidated basis as at the end of its last completed financial year as
shown in its audited {inancial statements;

“CEQ” means the chief executive officer of a corporation;
k4

“Chair” means the Chair of the Board of Holdco from time to time;



“City” has the meaning ascribed thereto in the Recitals;

“Community Energy Initiative” means the City’s Community Energy Plan (now called
[nitiative) dated April 3, 2007 which outlines the City’s strategies and vision with respect
to energy conservation, consumption, generation and efficiency and environmental
sustainability as may be modified by Council from time to time;

“Council” means the city council of the City and, where appropriate, in its capacity as
the geverning body of the City as shareholder of Holdco;

“Energy Legislation” means legislation enacted from time to time by the Province of
Ontario regulating the energy sector and including without limitation the Electricity Act,
1998, the Ontario Energy Board Act, 1998, the Green Energy and Green Economy Aci,
2009 and all regulations thereunder, and all amendments, re-enactments and replacements
to such legislation and all other statutes, decisions, orders and policies of the Province of
Ontario with respect to the energy sector which may be enacted from time to time;

“GAAP”, when used in respect of accounting terms or accounting determinations relating
to a Person, means generally accepted accounting principles in effect from time to time in
Canada, being those accounting principles set forth in the Handbook or other official
record of accounting principles in Canada from time to time published by the Institute of
Chartered Accountants in Canada, as such principles may be amended, varied or replaced
by International Financial Reporting Standards (IFRS) then in effect and generally
accepted in Canada and adopted or required to have been adopted by the Person;

“GHE” means Guelph Hydro Inc.;
“GHI Business Plan” has the meaning ascribed thereto in Section 11.2;

“GHI Declaration” means the Sharcholder Declaration in respect of GHI dated
November 1, 2000;

“GHI Subsidiaries” means GHESI and Ecotricity and any other subsidiary of GHI from
time to time;

“Governmental Authority” means any federal, provincial, or municipal government,
parliament or legislature, or any regulatory authority, agency, tribunal, commission,
board or department of any such government, parliament or legislature, or any court or
other law, regulation or rule making entity, having jurisdiction in the relevant
circumstances, including the Ontario Municipal Board, the Ontario Power Authority, the
Independent Electricity System Operator, the Ontario Energy Board, the Electrical Safety
Authority, and any Person acting under the authority of any Governmental Authority;

“Holdco” has the meaning ascribed thereto in the Recitals;
“Holdeo Board” means the board of directors of Holdco;

“Heldco Business Plan™ has the meaning ascribed thereto in Section 10.2;



“Laws™ means:

(a) applicable Canadian federal, provincial or municipal laws, orders-in-council,
by-laws, codes, rules, policies, regulations and statutes;

{b) applicable orders, decisions, codes, judgments, injunctions, decrees, awards and
writs of any court, tribunal, arbitrator, Governmental Authority or other Person

having jurisdiction;

(c) applicable rulings and conditions of any licence, permit, certificate, registration,
authorization, consent and approval issued by a Governmental Authority; and

(d} any requirements under or prescribed by applicable common law;
“Mayor” means the Mayor of the City;

“MFEIPPA” means the Municipal Freedom of Information and Protection of Privacy Act
(Ontario);

“Municipal Aet” means the Municipal Act 2001 (Ontario);
“Municipal Member” means a sitting member of Council;

“Net Income” means the net income after taxes or payments in lieu of taxes as
determined in accordance with GAAP, subject to, in the case of GHESI, regulatory
adjustments to reflect Ontario Energy Board sanctioned accounting practices for
electricity distributors; for greater clarity, the consolidated Net Income of Holdeo and of
GHI shall incorporate the GHESI regulatory adjustments in accordance with the
foregoing;

“Nominating Committee” means a cominittee established by the GH! Board for the
purpose set out in Section 6.7;

“OBCA” means the Business Corporations Act (Ontario);

“Person” means a natural person, firm, trust, partnership, limited partnership, company
or corporation (with or without share capital), joint venture, sole proprietorship,
governmental or regulatory authority or other entity of any kind;

“Private Director” means an individual who is not a Municipal Member or an employee
of, or consultant to, the City or any agency, board or commission of, or corporation
established by, the City;

“Shareholder Declaration™ means this shareholder declaration;
“Shareholder Representative” has the meaning ascribed thereto in Section 9.1;

“Subsidiary” means any subsidiary body corporate (as defined in the OBCA) of a Person
which, for greater certainty, in respect of Holdco, includes GHI and its Subsidiartes; and



1.3

1.4

1.5

2.1

“Subsidiary Board” means the board of directors of any Subsidiary of Holdco.

Schedules — The following schedules form a part of this Shareholder Declaration and are
incorporated by reference:

Schedule “A” Excerpts from Canadian Securnities Administrators (CSA)
Corporate Governance Guidelines

Schedule “B-17 Guelph Municipal Holdings Inc. Dividend Policy
Schedule “B-2” Guelph Hydro Inc. Dividend Policy
Schedule “C” Form of Services Agreement Between Holdeo and The City

Headings and Table of Contents ~ The inclusion of headings and a table of contents in
this Sharcholder Declaration are for convenience of reference only and shall not affect
the construction or interpretation of this Shareholder Declaration.

Number ~ In this Shareholder Declaration, unless the context otherwise requires, words
importing the singular include the plural and vice versa and words importing gender
include all genders.

Laws — All references to statutes or Law contained in this Shareholder Declaration means
those statutes or Law in effect from time to time, and all amendments thereto or any
re-enactment thereof or replacement statutes.

Purpose and Governing Principles

Purposes

(a) This Shareholder Declaration sets out the requirements of the City relating to
governance and other fundamental and necessary matters relating to the
ownership of Holdco and the powers necessary to acquire, hold, dispose of and
otherwise deal with the shares thereof. Except as provided in Section 13, this
Sharcholder Declaration is not intended (o constitute a unanimous shareholder
declaration under the OBCA or to formally restrict the exercise of the powers of
the Holdco Board,

(b) This Shareholder Declaration also sets out the requirements of Holdco relating to
governance and other fundamental matters relating to the ownership of GHI and
GHY's Subsidiaries.  Except as provided in Section 13, this Shareholder
Declaration is not intended to constitute a unanimous shareholder declaration
under the OBCA or to formally restrict the exercise of the powers of the GHI
Board or the Board of any Subsidiary of GHL



2.2 Overarching Principles — The following principles shall apply to this Shareholder

Declaration:

(a)

(b)

(c)

(d)

(e)

()

(g)

(h)

()

A Shareholder Declaration for municipal entities should foster and reinforce a
collaborative relationship and shared values among all parties and recognize that
the interface between the worlds governed by the Municipal Act (public sector)
and the OBCA (private sector) requires mutual respect, understanding and
flexibility and regular communication between GHI and Holdco concerning the
activities of GHI and its Subsidiaries. Such communication should take place
whether or not such activities would require the approval of Holdco or the City
pursuant to Section 13.3 and the activities of the City and Holdco which may be
applicable to the Community Energy [nitiative and otherwise to GHI and its
Subsidiaries shall be a fundamental aspect of such relationship.

Decision-making authority should be clearly assigned to the appropriate Board of
Holdco, GHI or GHI’s Subsidiaries.

The authority of a Board as described pursuant to this Shareholder Declaration
will be accompanied by clearly articulated reporting and approval requirements as
set out in this Shareholder Declaration to ensure transparency, accountability and
recognition of the role of Council as the ultimate authority over each corporation
governed by this Shareholder Declaration,

The provisions of this Sharcholder Declaration should be interpreted so as to
maximize transparency and facilitate communication between the City and
Holdeo on the one hand and GHI and its Subsidiaries on the other.

The principles of director independence and skills-based boards will be
paramount in the mterpretation of this Shareholder Declaration but consistent with
the policies of the City publicly adopted from time to time with respect to Holdeo
and its Subsidiaries.

The unique overlapping community interests and professional capabilities of the
“family of companies” — including the City — are important components of an
mtegrated and coordinated approach to excellence in asset management.

Sharcholder return and benefits will be measured by several metrics, including but
not limited to, dividends. In general, a long term, strategic view will be applied to
the measure of shareholder return and communicated in writing to the Boards of
Holdco and its Subsidiaries by City Council.

It is recognized that GHI and its Subsidiaries are operated on a “for-profit” basis,
may operate in a competitive environment, and are subject to the obligation to
make payments in lieu of taxes under Energy Legislation.

The opportunity for community assets to contribute to the building of community
capacity, community pride and overall community well-being should be key
drivers to this Shareholder Declaration,



3.1

3.2

4.3

4.2
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() In making decisions concerning GHI and its Subsidiaries, Holdco shall act in a
commercially reasonable manner consistent with the City’s requirements as
owner from time to time.

Permitted Business Activities

As Permitted by Law ~ Subject to the restrictions in Section 13, (i) Holdco shall serve as
a holding corporation to hold the shares of corporations which are established by or on
behalf of the City from time to time under applicable Laws, and (ii) GHI and the GHI
Subsidiaries may engage in the business activities which are permitted by applicable
Laws, and as the Board of GHI may determine for GHI and its Subsidiaries consistent
with Subsection 3.2 including, without limitation, with respect to GHI and its
Subsidiaries, the business activities referred to in Subsection 3.2, In so doing, Holdco,
GHI and its Subsidiaries shall each conform to all applicable Laws.

Specific Activities ~ As at the date hereof, GH] or one or more of its Subsidiaries
(i) may engage in any business activities as may be permitted by applicable Laws
including, without limitation, Energy Legislation, as amended or replaced from time to
time and as authorized by the Board of GHI or of any GHI Subsidiary, as applicable,
from time to time; and (ii) shall have a significant role in the development and
implementation of the City’s Community Energy Initiative.

Corporate Governance

Holdco Directors Duties — As required by the OBCA, the Holdco Board shall supervise
the management of the business and affairs of Holdco, and, in so doing, shall act honestly
and in good faith with a view to the best interests of Holdco and shall exercise the same
degree of care, diligence and skill that a reasonably prudent Person would exercise in
comparable circumstances.

GHI Directors Duties — As required by the OBCA, the GH! Board and any Subsidiary
Board shall supervise the management of the business and affairs of GHI and any
Subsidiary respectively, and, in so doing, shall act honestly and in good faith with a view
to the best interests of GHI or the Subsidiary respectively and shall exercise the same
degree of care, diligence and skill that a reasonably prudent Person would exercise in
comparable circumstances.

Standards of Governance — In addition, the City expects the Board of GHI and any GHI

Subsidiary to observe substantially the same standards of corporate governance as may be
established from time to time by the Canadian Securities Administrators or any other
applicable regulatory or governmental authority in Canada for publicly traded
corporations with such modifications as may be necessary to reflect the fact that GHI and
any GHI Subsidiary are not publicly traded corporations. An excerpt of Canadian
Securities Administrators National Policy 58-201 Corporate Governance Guidelines as
currently in effect is attached to this Shareholder Declaration as Schedule “A”.
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5.4

5.2

5.3

5.4

3.5

5.6

5.7

Board of Directors and Officers of Holdco

Qualifications — In addition to sound judgement and personal integrity, the qualifications
of candidates for the Board of Holdco may include:

(a) awareness of public policy issues related to Holdco;

(b) relevant business expertise and industry knowledge;

(c) experience on boards of significant commercial corporations;
(d) financial, legal, accounting and/or marketing experience; and
(e) knowledge and experience with risk management strategy.

Residency — Preference may be given to qualified candidates for a Board who are
restdents of the City, however non-residents of the City shall not be excluded from
serving as Board members.

Number of Directors — The Board of Holdco shall consist of a minimum of seven (7)
directors to be appointed by and approved by the City.

Composition_of the Holdco Board — Unless otherwise determined by the City in iis
discretion, the Holdco Board shall consist of the Mayor, three Municipal Members, the
chair of the Board of GHI, the chair(s) of the Board of any other direct Subsidiary of
Holdeo, and an independent member who shall not be a Municipal Member. The chief
executive officer, chief operating officer, president or general manager, as the case may
be, of a Subsidiary or of Holdco shall not be eligible to serve as a director on, nor chair
of, the Holdco Board nor chair of the Board of GHIL

Chair of Holdco — The Chair of the Holdco Board shall be the Mayor,

Officers of Holdco — The CEO of Holdco shall be the Chief Administrative Officer of the
City or such other Person as the City may determine from time to time. The Treasurer of
Holdco shall be the Treasurer of the City or such other Person as the City may determine
from time to time. The General Counsel and Secretary of Holdco shall be the City
Solicitor of the City or such other Person as the City may determine from time to time,
The CEO of GHI and the CEO of Holdco shall meet at least quarterly to discuss matters
as contemplated by Section 2.2(a).

Term of Municipal Members — The term: for each member of the Holdco Board shall be
concurrent with the municipal term of each Council, and each member of the Holdco
Board shall be appointed for such term, provided that:

(a) following the expiry of such term of Council, each director shall continue to serve
until replaced by the City as at the effective date of the appointment of a
replacement director;



5.8
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5.10

6.1

(b) notwithstanding this Section 5.7, the City may, in its discretion, terminate the
term of a member of the Holdco Board prior to the end of the municipal term of
Council and appoint a replacement director; and

(c) where a member of the Holdco Board resigns or his or her term is terminated for
any reason prior to the end of the municipal term of Council then in effect, the
term of the replacement director shall be concurrent with the balance of the
municipal term of Council then in effect.

Successive Terms — Any member of the Holdco Board may serve for successive terms as
determined by the City in its discretion.

Holdco Board Committees — The Holdco Board may establish committees of the Board
in the Holdco Board’s discretion. These committees may include the following:

(a) Audit and Finance Committee to review financial results; and

(b) Governance Committee to address governance matters.

Compensation

(a) Directors — No member of the Holdco Board shall receive any remuneration or
other compensation of any kind, other than as expressly approved by the City, for
serving as a director on the Holdco Board or on any committee thereof, or
carrying out any activities or providing services in relation thereto provided that
each member of the Holdco Board shall be entitled to incur reasonable expenses
for travel and/or training in respect of the director’s role on the Holdco Board, in
accordance with policies established by the Holdco Board from time to time and
approved by the City.,

(b) Officers — Any officer of Holdco who is also a Municipal Member or an
employee of, or consultant to, the City or any agency, board, commission or
corporation of the City, shail not receive any compensation for serving in such
capacity in addition to such officer’s compensation, if any, as an employee of or
consultant to the City.

Birectors of GHI and its Subsidiaries

Qualifications — In addition to sound judgement and personal integrity, the qualifications
of candidates for the Board of GHI and of any Subsidiary may include:

{(a) awareness of public policy issues related to GHI or the Subsidiary, as applicable;
(b) relevant business expertise and industry knowledge including, but not limited to,
knowledge of electric utilities, energy conservation and demand management and

electricity generation;

(e) experience on boards of significant commercial corporations;



6.2

6.3

6.4

6.5

0.6

0.7

6.8

(d) financial, legal, accounting and/or marketing experience; and
(e) knowledge and experience with risk management strategy.

Residency - Preference may be given to qualified candidates for the Board of GHI or any
GHI Subsidiary who are residents of the City, however non-residents of the City shall not
be excluded from serving as GH! or a GHI Subsidiary Board members.

Composition_of Board — The Board of GHI shall be comprised of seven (7) Private
Directors who have been recommended by GHI to Holdco and by Holdco to the City, and
appointed by Holdco, subject to the approval of Council. Where Holdco does not accept
a candidate recommended by GHI, Holdco shall provide the reasons for such decision to
GHI.

Chair of GHI and any GHI Subsidiary — The Chair of GHI or of any GHI Subsidiary shall
be a Private Director appointed by the respective Board.

Term — Subject to Holdeo’s right to remove a director from office, the term for each
member of the GHI Board shall be as follows:

(a) All Private Directors may serve for three year terms; and

(b} Any member of the GHI Board may serve for successive terms as determined by
Holdco.

Board Committees — The GHI Board may establish committees of the Board at the
Board’s discretion. These commitiees may include the following:

(a) Audit and Finance Commiitiee to review financial results;
(b) Governance Commiittee to address governance matters; and

(c) Nominating Committee to identify, evaluate and recommend candidates for the
GHI Board to Holdco.

Role of Nominating Committee — Holdco shall consider candidates nominated by the
Nominating Committee of the GHI Board, but shall not be obliged to select such
candidates. Where Holdco has not accepted a candidate recommended by GHI, it shall
provide an explanation of its decision to GHI. It is expected that the GHI Nominating
Committee will develop a process to identify and evaluate potential Board candidates in
order for GHI to recommend a slate of qualified candidates to Holdco for the purpose of
Holdco’s appointment of the directors of GHI, subject to approval of Council.

Directors Compensation

(a) The GHI Board may establish compensation for members of the GHI Board and
the Chair of GHI and members of the Board(s) of its Subsidiaries in amounts



6.9

(b)

(c)

sufficient to attract candidates with necessary qualifications and consistent with
industry norms and standards for comparable businesses.

The GHI Board shall establish a compensation plan for members of the Board and
the Chair of GHI and its Subsidiaries. The GHI Board may, in determining such
compensation plan, have reference to compensation of the members of the board
of directors of companies that are engaged in comparable businesses, including
municipally-owned Ontario electricity distributors and their affiliates of similar
size. GHI shall from time to time and not less than annually provide information
to Holdco and to Council in respect of the compensation plan for directors
together with any studies, surveys or other information on which such
compensation plan was based.

Compensation for each member of the Board of GHI and its Subsidiaries in
whatever form, whether monetary, non-monetary, in-kind, stipends or expenses
(including without limitation expenses for travel, accommodation, conferences,
seminars or other education, whether reimbursements, advances, and whether
required or appropriate for a director or not) shall be itemized and described in
reasonable detail and provided in writing to Holdco on at least an annual basis in
respect of a financial year not later than 60 days following the end of such
financial year and, from time to time at the request of Holdco in respect of a
period designated by Holdco within 30 days foliowing such request.

Directors of Subsidiaries — The directors of the GHI Subsidiaries shall be chosen by the

GHI Beard and shall serve for such term as the GHI Board shall determine. The directors
of GHESI shall be subject to the requirements contained in the OEB’s Affiliate
Relationships Code from time to time.

Dividend Policies, Risk Management and Strategic Objectives for Holdeo

The Holdco Board shall establish policies addressing the following matters:

(a)

(b)

(©)

Dividends - to ensure the payment of an annual dividend from Holdco consistent
with the Holdco Dividend Policy attached as Schedule “B-17;

Risk Management — to ensure that each Subsidiary has adopted appropriate risk
management strategies and internal controls consistent with industry norms in
order to manage all risks related to the businesses conducted by Holdco
Subsidiaries; and

Strategic Objectives - to provide input to GHI as to the City’s long term strategic
objectives for GHI and its Subsidiaries which are consistent with the maintenance
of a viable, competitive business and preservation of the value of the businesses
of GHI and its Subsidiaries for the City.

10



8.1

Best Practice Principies for GHI and GHIE Subsidiaries and GHI Role in the
Community Energy Initiative

Best Practice Principles

In the conduct of its operations, the GHI Board shall abide by the following principles
and target compliance with the corporate governance rules of the Canadian securities

regulators:
(a) Capital Structure — to develop and maintain a prudent financial and capitalization

(b)

{c)

(d)

(e)

4

structure consistent with industry norms and sound financial principles and
established on the basis that all Subsidiaries are intended to be self financing
entities;

Distribution Rates — to ensure the establishment by GHEST of just and reasonable
rates for the regulated distribution business of GHESI, which are:

(i} consistent with similar utilities in comparable growth areas and as may be
permitted under the OEB Act;

(i) intended to enhance the value of GHESI; and

(111)  consistent with the encouragement of economic development and activity
within the City of Guelph,

Returns — to enhance value to the City by generating a reasonable return:
(1) through the payment of dividends, interest or otherwise;

(11) in respect of GHESI, comparabie to the returns on the regulated
distribution businesses received by other comparable municipalities as
permitted by the OEB pursuant to the OEB Act;

(iit)  consistent with a prudent financial and capitalization structure and, in
respect of GHESI, maintaining just and reasonable rates;

Dividends — subject to compliance with the Conditions Precedent stated therein to
ensure the payment of an annual dividend from GHI to Holdco consistent with the
GHI Dividend Policy attached as Schedule “B-2";

Risk Management ~ to manage all risks related to the business conducted by GHI
and its Subsidiaries, through the adoption of appropriate risk management
strategies and internal controls consistent with industry norms; and

Strategic Planning — to develop a long range strategic plan for GHI and its
Subsidiaries which is consistent with the maintenance of a viable, competitive
business and preserves the value of the business for the City.

1



8.2

9.1

9.2

9.3

10.

10.1

10.2

Community Energy Initiative — The City acknowledges its intention that GHI will play a
significant role in the development and implementation of the Community Energy
Initiative. The City and GHI shall communicate regularly through the Mayor’s Task
Force on the Community Energy Initiative, or such other task force or committee of
Council which may be established from time to time in respect of the implementation of
the Community Energy Initiative. It is the City’s intention that the City and GHI will
work collaboratively to jointly develop a memorandum of understanding outlining the
roles, management and administrative structures among the City, GHI and GHI’s
Subsidiaries in respect of the Community Energy Initiative.

Decisions of the City & Shareholder Representative

Shareholder Representative —~ The City hereby designates the Chief Administrative
Officer of the City or the individual designated by the Chief Administrative Officer of the
City from time to time as its legal representative (the “Shareholder Representative™) for
purposes of communicating to the Holdco Board pursuant to Subsection 9.2, any consent
or approval required by this Shareholder Declaration or by the OBCA.

City Approval — Approvals or decisions of the City required pursuant to this Shareholder
Declaration or the OBCA shall require a resolution or bylaw of Council passed at a
meeting of Council and shall be communicated in writing to Holdco’s Board and signed
by the Shareholder Representative and/or the Mayor.

Holdco Approvals — Approvals or decisions of Holdco required pursuwant to this
Shareholder Declaration shall require a resolution of the Holdco Board and, where
expressly required pursuant to this Shareholder Declaration, the approval of the City and
communicated in writing to the GHI Board.

Holdeo Reports to City and Business Plan

Regular Reporting —~ Holdco shall, from time to time, but at least annually, report to
Council on major business developments or materially significant results in respect of
Holdco or any Subsidiary, and the chair of GHI shall attend such meetings of Council
where reports are made in respect of GHI or any GHI Subsidiaries, and such reports may
be received and considered by the City at an in camera meeting of Council subject to the
requirements of the Municipal Act and other applicable Laws,

Business Plan — Holdco shall promptly provide the City with the business plan (the
“Holdco Business Plan™) for Holdco and GHI on an annual basis prior to the end of each
tinancial year of Holdeo, GHI and GHI’s Subsidiaries. The Holdco Business Plan shall
include all of the following:

(a) the strategic objectives that Holdco, GHI and GHI's Subsidiaries will undertake;
(b) an operating budget for Holdce for the next financial year and an operating and

capital expenditure budget on a consolidated basis for GHI’s next financial year
and an operating and capital expenditure projection on a consolidated basis for

12



10.3

10.4

10.5

GHI for each of the two subsequent financial vyears, including the resources
necessary to implement the Holdco Business Plan;

(c) the projected annual revenues and Net Income for Holdco, GHI and GHI's
Subsidiaries for the following two financial years; and

(d) any material variances from the Holdco Business Plan then in effect.

Annual Report to Council — Within six months after the end of each financial year of
Holdco, Holdco shall report to a public meeting of Council and the Chair shall attend
such meeting and provide the following information with respect to Holdco and GHI and
the chair of GHI shall also be present at such public meeting:

(a) audited consolidated financial statements for GHI; and
(b) such additional information as the City may specify from time to time,

Confirmation of Compliance — The Holdco Board shall, in a confidential report to
Council, annually confirm by the end of each financial year that it has complied with the
requirements of this Shareholder Declaration and is in compliance with applicable Laws
and that it has received a similar confirmation of compliance from the Board of GHI.

Confidentiality

(a) Except as required by applicable law or any Governmental Authority and except
for the annual report to Council pursuant to Section 10.3, the City shall treat as
confidential each Holdco Business Plan and all other information provided to it in
confidence pursuant to this Section 10, subject to the Municipal Act and
applicable Laws. The parties acknowledge that information that is in the custody
or under the control of the City or Holdco is subject to the access provisions of
MFIPPA.

(b)  The City acknowledges that GHI shall, from time to time, supply it in confidence
with confidential information, the disclosure of which could reasonably be
expected to significantly prejudice the competitive position of or interfere with
contractial or other negotiations of GHI, or result in undue loss to GHI, and the
City shall protect such information in accordance with the exemption for third
party information in Section 10 of MFIPPA.

(c) The City shall inform GHI of any request made for access to information supplied
to the City by GHI, permit GHI an opportunity to make representations on the
disclosure of such information, and consider any such representations prior to
disclosing or permitting access to the information and shall provide GHI with
notice of its decision concerning any such request for access to information of
GHI or any of its Subsidiaries.
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11.

GHI Reports to Holdco and Business Plan

Regular Reporting

(a)

(b)

GHI shall, from time to time but at least semi-annually, report to Holdco on major
business developments or materially significant results in respect of GHI or any
GHI Subsidiary and, on an immediate basis, any material event or results in
respect of GHI or any GHI Subsidiary,

Upon written notice by Holdco following a resolution to that effect passed by the
Holdco Board that such access is required or appropriate due to extraordinary
circumstances as determined in the reasonable belief of the Holdco Board:

(i) the CEO of Holdco, or his/her designate, shall have unrestricted access to
the books and records of any Subsidiary of Holdco during normal business
hours. Such Persons shall treat all confidential information of each
Subsidiary of Holdco with the same level of care and confidentiality as
any confidential information of Holdco and shall ensure that such access
shall not disrupt the normal conduct of business; and

(i) each Subsidiary shall provide such information relating to the operations,
business and affairs of such corporation as is requested. The Subsidiary
shall provide the requested information within 30 days after the request is
received, provided however that if the information is required by the
Holdco Beard by resolution on an urgent basis, the Subsidiary shall use its
best efforts to provide such information within five (5) business days of
receipt of the request, or within such other time frame as may be specified.

Business Plan — GHI shall promptly provide Holdco with the business plan for each
financial year as approved by the GHI Board (the “GHI Business Plan”) for GHI and for
each of the GHI Subsidiaries prior to the end of each financial year of GHI or each GHI
Subsidiary. The GHI Business Plan shall include all of the following:

(a)
(b)

(¢)

(d)

the strategic direction and any new business initiatives that GHI will undertake;

an operating and capital expenditure budget for the next financial year and an
operating and capital expenditure projection for each of the two subsequent
financial years, including the resources necessary to implement the GHI Business
Plan and whether and how retained earnings for each year are to be allocated;

the projected annual revenues and Net Income for the following two financial
years; and

any material variances from the GH! Business Plan then in effect.
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11.3

11.4

12.

Annual Report to Holdco — Within six months after the end of each financial year, GHI

shalt provide the following information to Holdco:

(a)

(b)

(c)

consolidated financial statements for GHI and unconsolidated financial statements
for GH1 and each GHI Subsidiary as at the end of such financial year;

a business performance report, including an analysis of variances to plan for the
last completed financial year;

such additional information as Holdco may specify from time to time for the last
completed financial year.

Confirmation of Compliance — At the end of each financial year the GHI Board shall

confirm to Holdco in writing that GH! and its Subsidiaries have complied with the
requirements of this Shareholder Declaration, that GHI is in compliance with all
applicable Laws, and that GHI has recetved a similar confirmation of compliance from
the Board of each GHI Subsidiary.

Confidentiality

(a)

®)

(c)

Except as required by applicable Law or any Governmental Authority, the City
and Holdco shall treat as confidential each GHI Busiess Plan and all other
information provided to it in confidence pursuant to this Section 11, subject to the
Municipal Act and applicable Laws, The parties acknowledge that information
that 1s in the custody or under the control of the City or Holdeo is subject to the
access provisions of MFIPPA,

Holdco acknowledges that GHI shall, from time to time, supply it in confidence
with confidential information, the disclosure of which could reasonably be
expected to significantly prejudice the competitive position of or interfere with
contractual or other negotiations of GHI, or resulf in undue loss to GHI, and
Holdco shall protect such information in accordance with the exemption for third
party information in Section 10 of MFIPPA.

Holdco shall inform GHI of any request made for access to information supplied
to Holdco by GHI, permit GHI an opportunity to make representations on the
disclosure of such information, and consider any such representations prior to
disclosing or permitting access to the information and shall provide GHI with
notice of its decision concerning any such access request concerning GHI or any
GH! Subsidiary.

Annual Resolutions

(2)

The City shall, at an in camera meeting of Council, consider candidates for the
Holdco Board as proposed by the Holdco Nominating Committee and the
appointment of the auditors of Holdco and receive the audited financial
statements of Holdce for the last completed financial year;
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3.1

(b)

(c)

The City, by resolution in writing signed in accordance with Section 9.2, shall
appoint the necessary members of the Holdco Board and appoint the auditors for
Holdco and complete such other business as would normally be completed at an
annual meeting of shareholders under the OBCA; and

Holdco by resolution in writing shall appoint the necessary members of the GHI
Board and appoint the auditors for GHI and its Subsidiaries and complete such
other business as would normally be completed at an annual meeting of
shareholders under the OBCA, subject to approval of Council.

Matters Requiring City or Holdco Approval

Approvals in Respect of Holdco — The City hereby directs Holdco at all times to seek the

approval of the City in respect of each of the following matters prior to Holdeo
undertaking or causing to be undertaken any of the following matters with respect to
Holdco:

(a)

(b)

(d)

(e)

(H)

(g)
(h)

(i)

0

Entry info one or more transactions to acquire or be acquired, whether by way of
purchase or otherwise, of, or merger or amalgamation with, any one or more
Persons;

Execution of any memorandum of understanding or other material and binding
document with any Person in relation to any transaction described in
paragraph (a} of this Subsection 13.1 with respect to Holdco, or any public
announcement or disclosure in relation to such discussions or document;

changing or removing any restriction on the business of Holdco;

creating new classes of shares of Holdco or any Subsidiary or in any other manner
to amend the articles to reduce or increase the number of directors of Holdco or
any Subsidiary;

enter into one or more mergers or amalgamations of Holdco or any Subsidiary
with any other corporation(s), other than another Subsidiary;

the institution of proceedings for any winding-up, arrangement or dissolution of
Holdco or any Subsidiary;

appointment of auditors of Holdco;

an application to continue Holdco or any Subsidiary as a corporation under the
laws of another jurisdiction;

issue, or enter into any agreement to issue, any shares of any class, or any
securities convertible into any shares of any class of Holdco or any Subsidiary,

redeem or purchase any outstanding shares of Holdco or any Subsidiary;
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133

(k)

(1
(m)

(n)

(0)

(p)
()
(r)
(s)

in any financial year, enter into one or more transactions which individually or in
the aggregate, except as provided in the Business Plan, result in the disposition,
lease or sale of any part of the business of Holdco or any Subsidiary equal to or
greater than 25% of the Book Value of Holdco on a consolidated basis;

any change in the dividend policy of Holdco or any Subsidiary,

any sale, transfer or other disposition by Holdco of any of the shares of any
Subsidiary;

engaging in any business activity other than as expressly permitted under
Section 3;

salary, benefits and other compensation of members of the Holdco Board or any
officers of Holdco;

election, replacement, composition and number of members of the Holdco Board;
appointment and replacement of officers of Holdco;
directors and officers insurance arrangements for Holdco; and

entry by Holdco into any joint venture, partnership, strategic alliance or other
venture, which would require an investment, or which would have a financial
impact greater than 25% of the Book Value of Holdco,

City_Approval Required — The City hereby directs Holdco at all times to seek the

approval of the City in respect of each of the matters requiring Holdco approval pursuant
to Section 13.3.

Approvals in Respect of GHI and its Subsidiaries — Holdco hereby directs GHI at all

times to seek the approval of Holdco in respect of each of the following matters prior to
undertaking or causing to be undertaken any of the following matters with respect to GHI
or any Subsidiary:

(a)

(b)

Entry into one or more transactions to acquire or be acquired, whether by way of
purchase or otherwise, of, or merger or amalgamation with, any one or more
Persons, which transactions have a value of greater than 25% of the Book Value
of GHI and its Subsidiaries on a consolidated basis; provided that (i) GHI shall
have the authority without seeking the approval of Holdco to approve any of the
foregoing which involves a transaction with a financial impact less than 25% of
the Book Value of GHI and its Subsidiaries on a consolidated basis; and (it) any
of the foregoing transactions mvolving GHESI shall require the prior written
approval of Holdco and the City regardiess of the size of the transaction;

Execution of any binding memorandum of understanding or other binding and
material document with any Person in relation to any transaction described in
paragraph (a) of this Subsection 13.3 with respect to GHES! or another licensed
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(c)

(d)

(¢)

(f)

(2)
(h)

(i)

G
(k)

-
(m)

(1)

(p)
(g)

electricity distributor, or any public announcement or disclosure in relation to
such discussions or document;

changing or removing any restriction on the business of GHI or a GHI Subsidiary;
creating new classes of shares of GHI or any GHI Subsidiary or in any other
manner to amend the articles of GHI to reduce or increase the number of directors

of GHI or a GHI Subsidiary;

enter into one or more amalgamations of GHI or any GHI Subsidiary with any
other corporation(s) other than another Subsidiary of GHI;

the institution of proceedings for any winding-up, arrangement or dissolution of
GHI or any GHI Subsidiary;

appointment of auditors of GHI and any GHI Subsidiary;

an application to continue GHI or any GHI Subsidiary as a corporation under the
laws of another jurisdiction;

issue, or enter into any agreement to issue, any shares of any class, or any
securities convertible into any shares of any class of GHI or any GHI Subsidiary;

redeem or purchase any outstanding shares of GHI or any GHI Subsidiary;

in any financial year, enter into one or more transactions which individually or in
the aggregate, except as provided in the Business Plan, result in the disposition,
icase or sale of any part of the business of GH! or any GHI Subsidiary equal to or
greater than 25% of the Book Value of GHI and its Subsidiaries on a consolidated
basis provided that GHI shall have the authority without seeking the approval of
Holdco to approve any of the foregoing which involves a transaction with a
financial 1mpact of less than 25% of the Book Value of GHI and its Subsidiaries
on a consolidated basis;

any change in the dividend policy of GHI;

any sale, transfer or other disposition by GHI of any of the shares of any GHI
Subsidiary;

engaging in any business activity other than as expressly permitted under
Section 3;

election, replacement, composition and mumber of members of the GHI Board;
creation or acquisition of shares in the capital of any GHI Subsidiary; and

entry into any joint venture, partnership, strategic alliance or other venture,
including, without limitation, ventures in respect of the generation or co
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generation of electricity, which would require an investment, or which would
have a financial impact greater than 25% of the Book Value of GHI and its
Subsidiaries on a consolidated basis provided that GHI shall have the authority
without seeking the approval of Holdco to approve any of the foregoing which
involves a transaction with a financial impact of less than 25% of the Book Value
of GHI and its Subsidiaries on a consolidated basis.

13.4  Declaration to GHESI and Ecotricity — GHI hereby directs each of GHESI and Ecotricity
at all times to seek the approval of GHI in respect of each of the matters enumerated in
Subsection 13.3 prior to such corporation undertaking or causing to be undertaken any of
such matters.

id. Revisions to this Sharehelder Declaration

The City acknowledges that this Shareholder Declaration may be revised from time to time as
circumstances may require and:

(a) that the City will consult with the Holdco Board; and
(b) the City and Holdco will consult with the GHI Board.

prior to completing any revisions and will promptly provide the affected Holdco Board or GHI
Board, as the case may be, with copies of such revisions,

15. Holdco Activities

Holdeo shall have no emplovees. All activities and business of Holdco shall be carried out
pursuant to a services agreement between Holdco and the City substantially in the form of
Schedule C or as otherwise agreed by Holdco and the City. Holdeo shall promptly prepare,
finalize and execute a services agreement following the effective date of this Shareholder
Declaration.

6. Motices

(a) Any notice, designation, communicatton, request, demand or other document,
required or permitted to be given or sent or delivered to or from the City, Holdco
or a Subsidiary shall be m writing and shall be sufficiently given or sent or
delivered if it is;

(1) delivered personally,

(if)  sent to the party entitled to recetve it by registered mail, postage prepaid,
mailed in Canada, or

(ifi)  sent by facsimile.
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(b) Notices shall be sent to the following addresses or facsimile numbers:

(i)

(i)

(Gii)

(iv)

in the case of the City,
The Corporation of the City of Guelph

City Hall, 1 Carden Street
Guelph, Ontarto

Attention: Chief Administrative Officer
Facsimile: (519) 822-8277

in the case of Holdco,

Guelph Municipal Holdings Inc.

City Hall, 1 Carden Street

Guelph, Ontario

NITH 3A1

Attention: Chief Executive Officer
Facsimile: (519) 822-8277

in the case of GHI,

Guelph Hydro Inc.

395 Southgate Drive

Guelph, Ontario

NIG4Y!

Attention: Chief Executive Officer
Facsimile: (519) 836-1055

in the case of GHESI,

Guelph Hydro Electric Systems Inc.
395 Southgate Drive

Guelph, Ontario

N1G 4Y1

Attention: Chief Operating Officer

Facsimile: (519} 836-1055
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v)

in the case of Ecotricity,

395 Southgate Drive

Guelph, Ontario

NI1G 4Y1

Attention: Chief Executive Officer of GHI

Facsimile: (519) 836-1055

or to such other address or telecopier number as the party entitled to or receiving such
notice, designation, communication, request, demand or other document shall, by a notice
given in accordance with this Section, have communicated to the party giving or sending
or delivering such notice, designation, commuitication, request, demand or other

document.

(c) Any notice, designation, communication, request, demand or other document
given or sent or delivered as aforesaid shall:

()

(i

(iii)

if delivered as aforesaid, be deemed to have been given, sent, delivered
and received on the date of delivery;

if sent by mail as aforesaid, be deemed to have been given, sent, delivered
and received (but not actually received) on the fourth Business Day
following the date of mailing, unless at any time between the date of
mailing and the fourth Business Day thereafter there is a discontinuance or
interruption of regular postal service, whether due to strike or lockout or
work slowdown, affecting postal service at the point of dispatch or
delivery or any intermediate point, in which case the same shall be
deemed to have been given, sent, delivered and received in the ordinary
course of the mails, allowing for such discontinuance or interruption of
regular postal service; and

if sent by telecopy machine, be deemed to have been given, sent, delivered
and received on the date the sender receives the telecopy answer back
confirming receipt by the recipient.

17. Replacement of Previous Declarations

The GHI Declaration is hereby terminated and of no further force or effect as of the effective
date of this Shareholder Declaration.

18. New Subsidiaries

GHI shall ensure that any new or additional wholly-owned Subsidiary acquired or incorporated
by it from time to time shall become a party to this Shareholder Declaration and that the
provisions hereof shall apply to it mutatis mutandis.



DATED at Guelph, Ontario, as of the date first written above.

THE CORPORAT[ON OF THE CITY OF

GUELPH jf /, """"""""""""" \\“
By:
day
By:
Name:
Title: e
GUELPH MU}VI IPALS ﬁQLDlNGS INC.
DATED AND SIGNED at the By: gy \ L
City of Gueiph A gay Name*’ b{’a{gé\ F,;; lor idac
//z."f':gz:-\_,. e S
By: ‘/ g/;/hw-—»/“

Name: [\nn 12 ppes t
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GUELPH HYBRO ENC ,

By:

Name: ﬁRiﬁN COWIAR
Title: BopRD JICE - CHAWR

GUELPH HYDRO ELECTRIC SYSTEMS

INC.
By: el
Nafie: SPS MINE LR
Titlg:—EapARD  CHAWR,
By: r WZ";

Name: ERIAN COoUaAN
Tille:  RapRD VICE -cHALR
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ECOTRICITY GUELPH INC,

By
Nanfe! TASMINE LRISK
Title: BorRD Rl
By: ,// [ N

Name: QRUan] Cootd ARd
Tile: RopaRD Nice ~CHALR
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SCHEDULE “A”

EXCERPTS FROM CANADIAN SECURITIES ADMINISTRATORS (CSA)
CORPORATE GOVERNANCE GUIDELINES'

PART 2 - PURPOSE AND APPLICATION
2.1 Purpaese of this Policy

This Policy provides guidance on corporate governance practices which have been
formulated to:

e achieve a balance between providing protection to investors and fostering fair and
efficient capital markets and confidence in capital markets;

e be sensitive to the realities of the greater numbers of small companies and
controlled companies in the Canadian corporate landscape;

. take into account the impact of corporate governance developments in the U.S.
and around the world; and

@ recognize that corporate governance is evolving,

The gutdelines in this Policy are not intended to be prescriptive. We encourage issuers o
consider the guidelines in developing their own corporate governance practices.

2.2 Application

This Policy applies to all reporting issuers, other than investment funds. Consequently, it
applies to both corporate and non-corporate entities. Reference to a particular corporate
characteristic, such as a board of directors (the board), includes any equivalent
characteristic of a non-corporate entity. For example, in the case of a limited partnership,
we recommend that a majority of the directors of the general partner should be
independent of the limited partnership (including the general partner).

PART 3 - MEANING OF INDEPENDENCE
3.1 Meaning of Independence
For the purposes of this Policy, a director is independent if he or she would be

independent for the purposes of National Instrument 58-101 Disclosure of Corporate
Governance Practices.

' These excerpts are from the CSA Corporate Governance Guidelines National Policy 58-201 in effect as at the

date of the signing of the Shareholder Declaration,

24



PART 4 - CORPORATE GOVERNANCE GUIDELINES

4.1 Composition of the Board

(a)
(b)

The board should have a majority of independent directors.

The chair of the board should be an independent director. Where this is not
appropriate, an independent director should be appointed to act as “lead director”.
However, either an independent chair or an independent lead director should act
as the effective leader of the board and ensure that the board's agenda will enabie
it to successfully carry out its duties.

4.2 Meetings of Independent Directors

The independent directors should hold regularly scheduled meetings at which
non-independent directors and members of management are not in attendance.

4.3 Board Mandate

The board should adopt a written mandate in which it explicitly acknowledges
responsibility for the stewardship of the issuer, including responsibility for:

(a)

(b)

(c)

(d)

(e)
()
(g)

to the extent feasible, satisfying 1tself as to the integrity of the chiel executive
officer (the CEO} and other executive officers and that the CEGC and other
executive officers create a culture of integrity throughout the organization;

adopting a strategic planning process and approving, on at least an annual basis, a
strategic plan which takes into account, among other things, the opportunities and

risks of the business;

the identification of the principal risks of the issuer’s business, and ensuring the
implementation of appropriate systems to manage these risks;

succession planning (including appointing, training and monitoring senior
management);

adopting a communication policy for the issuer;
the issuer’s internal control and management information systems; and
developing the issuer’s approach to corporate governance, including developing a

set of corporate governance principles and guidelines that are specifically
applicable to the issuer.”

Issuers may consider appoiniing a corporate governance committee to consider these issues. A corporate

governance committee should have a majority of independent directors, with the remaining members being
“non-management” directors.
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4.4

4.6

The written mandate of the board should also set out:

(1 measures for receiving feedback from stakeholders (e.g., the board
may wish to establish a process to permit stakeholders to directly contact
the independent directors), and

(ii) expectations and responsibilities of directors, including basic duties
and responsibilities with respect to attendance at board meetings and
advance review of meeting materials,

In developing an effective communication policy for the issuer, issuers should refer to the
gutdance set out in National Policy 5 1-201 Disclosure Standards.

For purposes of this Policy, “executive officer” has the same meaning as in National
Instrument 5 1-102 Continuous Disclosure Obligations.

Position Descriptions

The board should develop clear position descriptions for the chair of the board and the
chair of each board committee. In addition, the board, together with the CEQ, should
develop a clear position description for the CEO, which includes delineating
management’s responsibilities. The board should also develop or approve the corporate
goals and objectives that the CEO is responsible for meeting.

Orientation and Continuing Bducation

The board should ensure that all new directors receive a comprehensive orientation. All
new directors should fully understand the role of the board and its committees, as well as
the contribution individual directors are expected to make (including, in particular, the
commitment of time and resources that the issuer expects from its directors). All new
directors should also understand the nature and operation of the issuer’s business.

The board should provide continuing education opportunities for all directors, so that
individuals may maintain or enhance their skills and abilities as directors, as well as to
ensure their knowledge and understanding of the issuer's business remains current.

Code of Business Conduct and Ethics

The board should adopt a written code of business conduct and ethics (a code). The code
should be applicable to directors, officers and employees of the issuer. The code should
constitute written standards that are reasonably designed to promote integrity and to deter
wrongdoing. In particular, it should address the following issues:

(a) conflicts of interest, including transactions and agreements in respect of which a
director or executive officer has a material interest;

(b) protection and proper use of corporate assets and opportunities;
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4.7

() confidentiality of corporate information;

(d) fair dealing with the issuer’s security holders, customers, suppliers, competitors
and employees;

(c) compliance with laws, rules and regulations; and
() reporting of any illegal or unethical behaviour.

The board should be responsible for monitoring compliance with the code. Any waivers
from the code that are granted for the benefit of the issuer’s directors or executive
officers should be granted by the board (or a board committee) only.

Although issuers must exercise their own judgement in making matenality
determinations, the Canadian securities regulatory authorities consider that conduct by a
director or executive officer which constitutes a material departure from the code will
likely constitute a “material change” within the meaning of National Instrument 51-102
Continuous Disclosure Obligations. National Instrument 51-102 requires every material
change report to include a full description of the material change. Where a material
departure from the code constitutes a material change to the issuer, we expect that the
material change report will disclose, among other things:

® the date of the departure(s),

® the party(ies) involved in the departure(s),

® the reason why the board has or has not sanctioned the departure(s), and
e any measures the board has taken to address or remedy the departure(s).

Nomination of Directors

The board should appoint a nominating committee composed entirely of independent
directors.

The nominating committee should have a written charter that clearly establishes the
committee’s purpose, responsibilities, member qualifications, member appointment and
removal, structure and operations {(including any authority to delegate to individual
members and subcommittees), and manner of reporting to the board. In addition, the
nominating committee should be given authority to engage and compensate any outside
advisor that it determines to be necessary to permit it to carry out its duties. If an issuer is
legally required by contract or otherwise to provide third parties with the right to
nominate directors, the selection and nomination of those directors need not involve the
approvai of an independent nominating committee,
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4.8

Prior to nominating or appointing individuals as directors, the board should adopt a
process involving the following steps:

{(a) Consider what competencies and skills the board, as a whole, should possess. In
doing so, the board should recognize that the particular competencies and skifls
required for one issuer may not be the same as those required for another,

(b) Assess what competencies and skills each existing director possesses. It is
unlikely that any one director will have all the competencies and skills required
by the board. Instead, the board should be considered as a group, with each
individual making his or her own contribution. Attention should also be paid to
the personality and other qualities of ecach director, as these may ultimately
determine the boardroom dynamic,

The board should also consider the appropriate size of the board, with a view to
facilitating effective decision-making.

[n carrying out each of these functions, the board should consider the advice and input of
the nominating committee,

The nominating committee should be responsible for identifying individuals qualified to
become new board members and recommending to the board the new director nominees
for the next annual meeting of shareholders.

In making its recommendations, the nominating committee should consider:

(a) the competencies and skills that the board considers to be necessary for the board,
as a whole, to possess;

(b) the competencies and skills that the board considers each existing director to
possess; and

(c) the competencies and skills each new nominee will bring to the boardroom.

The nominating committee should also consider whether or not each new nominee can
devote sufficient time and resources to his or her duties as a board member.

Compensation

The board should appoint a compensation committee composed entirely of independent
directors.

The compensation committee should have a written charter that establishes the
committee’s purpose, responsibilities, member qualifications, member appointment and
removal, structure and operations (including any authority to delegate to individual
members or subcommittees), and the manner of reporting to the board. In addition, the
compensation committee should be given authority to engage and compensate any
outside advisor that it determines to be necessary to permit it to carry out its duties.
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4.9

The compensation commitiee should be responsible for:

(a) reviewing and approving corporate goals and objectives relevant to CEC
compensation, evaluating the CEQ’s performance in light of those corporate goals
and objectives, and determining (or making recommendations to the board with
respect to) the CEO’s compensation level based on this evaluation; '

(b) making recommendations to the board with respect to non-CEO officer and
director compensation, incentive-compensation plans and equity-based plans; and

() reviewing executive compensation disclosure before the issuer publicly discloses
this information.

Regular Board Assessments

The board, its committees and each individual director should be regularly assessed
regarding his, her or its effectiveness and contribution. An assessment should consider:

{a) in the case of the board or a board committee, its mandate or charter, and
(b) in the case of an individual director, the applicable position description(s), as well

as the competencies and skills each individual director is expected to bring to the
board.

29



SCHEDULE “B-1”

GUELPH MUNICIPAL HOLDINGS INC.
DIVIDEND POLICY

The dividend policy of Holdco is predicated on the mandate of the Holdco Board which includes
maximizing City value. Such value is generally realized by the City through dividends or the
appreciation of City investment. The Holdco Board shall declare and pay dividends from
available Net Income and cash flow, as follows:

i

(22

Regular Dividends at a dividend payment rate (DPR) of 100% of all annual Net Income,
subject to the Conditions Precedent to the Payment of Dividends set out below.

Conditions Precedent to the Payment of Dividends

Dividends will be paid to the extent that such payment would not otherwise cause
non-compliance with applicable Laws and that Holdco has eash on hand.

Pavment of Dividends

Regular Dividends

Each year, at its meeting to approve the annual budget for the next financial year, the
Board of Holdeo will forecast the annual dividend by applying the DPR to budgeted
carnings for the next financial year. Quarterly dividends will, subject to meeting the
above Conditions Precedent to the Payment of Dividends, be targeted at up to 160% of
Net Income of Holdco and paid April 15" (or shortly following the approval of the
annual audited financial statements of the preceding year), June 1st, September Ist and
December Ist. The first dividend of the financial year, targeted for payment on April
15", will also include any adjustment to bring the total annual dividend for the preceding
year to the full DPR lfevel.

Reporting to City

Upon the payment of any dividend, Holdco shall provide an analysis to the City on
whether and how the Conditions Precedent to the Payment of Dividends has reduced the
amount of annual Net lncome that would otherwise have been declared and paid in
dividends, specifying the extent to which each element of such Conditions Precedent has
reduced such amount.

In the event that the Holdco Board does not approve a payment of a Regular Dividend,
the Holdeo Board will promptly report the circumstances underlying the non-payment to
the City and, thereafter, provide progress reports to the City on a quarterly basis until
such time as the payment of Regular Dividends resumes.
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SCHEDULE “B-2"

GUELPH HYDRQO INC.
DIVIDEND POLICY

The dividend policy of GHI is predicated on the mandate of the GH1 Board which includes
maximizing City value. Such value is generally realized by the City through dividends to
Holdco or the appreciation of Holdco investments. The GHI Board shall declare and pay
dividends from available Net income and cash flow, as follows:

1. Regular Dividends at a dividend payment rate (DPR) of the greater of}

(i 50% of all annual Net Income of GHI; and

(i1} $1,500,000.00 (one million five hundred thousand dollars);

subject to the Conditions Precedent to the Payment of Dividends set out below,

2. Conditions Precedent to the Payment of Dividends

Dividends will be paid to the extent of cash on hand and that such payment would not
otherwise cause:

(a) non-compliance with applicable Laws;

(b} a breach of contract or the tmmediate or anticipated failure to otherwise meet the
terms of financing arrangements;

(c) a material impairment in the operations and maintenance of the assets of the
corporation;

(d) a material impairment in financial prudence mecluding capital investment in
energy infrastructure by GHESI to sustain reliability and an appropriate level of
reserves;

(e) a material impairment in the ability to service the debt of GHI and its
Subsidiaries;

(H) a deterioration in the credit rating of GHI; and

(g) a material impairment in the maintenance and growth of businesses, consistent
with the Business Plan.

3. Payment of Dividends

Regular Dividends

Each year, at its meeting to approve the annual budget for the next financial vear, the
Board of Directors of GHI will forecast the annual dividend by applying the DPR to
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budgeted earnings for the next financial year. Quarterly dividends will, subject to meeting
the above Conditions Precedent to the Payment of Dividends, consist of 25% of the
budgeted DPR for that financial year and paid April 15th (or shortly following the
approval of the annual audited financial statements of the preceding year), June lst,
September Ist and December Ist. The first dividend of the financial year shall be
declared and paid on April 15th and will also include any adjustment to bring the total
annual dividend for the preceding year to the full DPR level.

Reportine to Holdco

Annually, GHI shall provide a detailed analysis on whether and how the Conditions
Precedent to the Payment of Dividends have reduced the amount of annual Net Inconme
that would otherwise have been declared and paid in dividends, specifying the extent to
which each element of such Conditions Precedent (as enumerated in clauses (a) to (g)
above under “Conditions Precedent to the Payment of Dividends™) has reduced such
amount.

In the event that the GHI Board does not approve payment of a Regular Dividend, the
Board will promptly report the circumstances underlying the non-payment to Holdco and,
thereafter, provide progress reports on a quarterly basis until such time as the payment of
Regular Dividends resumes.



SCHEDULE “C”»

FORM OF SERVICES AGREEMENT BETWEEN HOLBCO AND THE CITY

SUPPORT SERVICES AGREEMENT
This agreement made this  day of ' , 2009
Between:

GUELPH MUNICIPAL HOLDINGS INC.
(herein called “Holdco™)

OF THE FIRST PART
~and-
THE CORPORATION OF THE CITY OF GUELPH
(Herein called the “City™)

OF THE SECOND PART

WHEREAS Holdco requires certain support services in order to carry out its activities,

AND WHEREAS the City has staff and/or contractors capable of providing such support
services;

NOW THEREFORE this agreement witnesses that, in consideration of the mutual covenants
contained herein, the parties hereto hereby agree as follows:

Support services

1. The City shall provide support services, as set out herein, to Holdco, and Holdco shall
pay the City for those support services, as set out herein,

2. The City shall provide support services to Heldco in the following areas:

3. The exact nature of the support services shall be as agreed by the relevant designated
representatives of the parties,
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Designated representatives

4. For purposes of administering the specified areas of support services, the following shall
be the initial designated representatives of the parties:
Title  of  initial  City Title of initial Holdco
Support service area designated representative designated representative
5. Each party may change its respective designated representatives from time to time, by
notifying the other party.
Personnel
6. The support services shall be provided by staff and/or contractors retained by the City to
provide services in areas relevant to the support services areas.
7. The City shall be solely responsible for determining which individuals perform the

support services and for supervising those individuals. However the relevant designated
representatives of Holdeo may discuss with the relevant designated representatives of the
City any issues related to specific individuals performing the work,

Fees and charees

8.

il

12.

After the end of each month, the City shall calculate the fees and charges for the support
services provided by the City to Holdco for the month ended, and notify Holdco of those
fees and charges.

The fees and charges shall be calculated based on the principle that Holdco shall
reimburse the City fully for the costs incurred by the City in providing the support
services.

. The fees and charges may be based on hours worked, salaries, wages and benefits paid,

liabilities assumed, supplies and utilities consumed, equipment used, travel and other
expenses incurred, and any other costs whatsoever involved in providing the support
services.

The fees and charges may be calculated in different ways for different areas of the
support services and may, at the discretion of the City, be based on averages or estimates.

The City shall fully disclose to Holdco how all fees and charges are calculated.
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13. The City may recalculate fees and charges from time to time, even retroactively or
retrospectively, and Holdco shall be responsible for paying any amount owing after such
recalculation.

14. Holdco shall pay any taxes imposed in respect of the support services provided or the
fees and charges charged.

Dispute resolution

5. The parties and their designated representatives shall use their best etforts to resolve
amicably and by discussion and negotiation, any disputes that may arise out of this
agreement.

16. If a dispute between the parties, relevant (o a specific support service area should arise,
the designated representatives, relevant to that particular support service area shall

aftempt to resolve the dispute.

17. If a dispute cannot be resolved at the level of the relevant specific support service area,
the designated representatives shall refer it to the City’s Council and Holdeo’s Board.

Start and finish

18. This agreement shall commence on , 2009,
19. Either party hereto may terminate this agreement upon at least sixty (60) days’ written

notice to the other party.

IN WITNESS WHERECOF the parties hereto have, by their proper officers duly authorized in
that regard, hereto set their hands and seals.

SIGNED SEALED AND ) GUELPH MUNICIPAL HOLDINGS INC,
DELIVERED )
Date: ) Per:
) I have authority to bind the Corporation
)
)
) THE CORPORATION OF THE CITY OF
) GUELPH
Date: ) Per:
)i I have authority to bind the Corporation
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