June 28, 2006

BRITISH
COLUMBIA

SHAREHOLDER’S LETTER OF EXPECTATIONS
BETWEEN

THE MINISTER ENERGY, MINES AND PETROLEUM RESOURCES
(AS REPRESENTATIVE OF THE SHAREHOLDER,
THE GOVERNMENT OF BRITISH COLUMBIA)

AND

THE CHAIR OF THE BRITISH COLUMEBIA
HYDRO AND POWER AUTHORITY
(AS REPRESENTATIVE OF THE CORPORATION)

PURPOSE

This Shareholder's Letter of Expectations (Letter) between the Shareholder
and the Corporation is an agreement on the respective roles and
responsibilities of each. The Letter serves as the basis of agreement
between the Shareholder and the Corporation on a corporate mandate
including high-level performance expectations, public policy issues and
strategic priorities!. The Letter is also the basis for developing the
Corporation’s Service Plans and Annual Service Plan Reports. It will be
reviewed annually and updated as required.

The Letter is intended to inform and guide the development of the
Corporation’s annual Service Plan. The Letter applies to both the

' The Province of British Columbia’s Crown Agency Accountability System (CAAS)
(htip:/fwww.gov.bc.ca'cas/down/crown_agencies reader.pdf) establishes guiding principles for the governance
of Crown corporations. The CAAS also identifies roles and responsibilities for the Shareholder and Crown
corporations, and provides for a Shareholder’s Letter of Expectations (Letter) to be jointly developed.
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Shareholder and the Corporation. The Letter does not create any legal or
binding obligations on the part of the Shareholder or the Corporation but
rather is intended to define and promote a positive and co-operative
working relationship.

This Letter replaces any previous such documents between the Shareholder
and the Corporation.

CORPORATION ACCOUNTABILITIES
The Shareholder confirms the following direction to the Corporation:

* The Corporation’s mandate as an agent of the Shareholder is defined in
the Hydro and Power Authority Act;

= The Minister of Finance is the fiscal agent for the Corporation, and
provides the Corporation with access to government financing and
banking services; and

= The Corporation is to undertake responsive action to the regulatory
oversight of the BC Utilities Commission pursuant to the Utilities
Commission Act.

In responding to the Shareholder's performance expectations, general and
specific frameworks and direction, the Corporation will:

= Conduct its affairs to achieve its mandate and the performance
expectations and objectives of the Shareholder, including establishing
and implementing corporate strategies, policies, programs, plans and
financial outcomes that are consistent with the Shareholder’s general
direction and consistent with principles of efficiency, effectiveness and
customer service;

* Prepare Service Plans with clearly articulated goals, objectives,
strategies, performance measures and targets, and Annual Service Plan
Reports that detail progress toward achieving those goals, and post both
documents on its website;

* Display all annual Statement of Financial Information schedules prepared
under the Financial Information Act in an easily accessible location on its
website (some of this information is included in annual reports and does not
need to be otherwise displayed);

* Conduct its operations and financial activities in a manner consistent
with the legislative, regulatory and policy framework established by the
Shareholder;

* Develop and implement strategies to manage risks identified in the
Service Plan;

* Provide the Shareholder with reports and other information that would
enable the Shareholder to carry out its responsibilities;






