
     

 
 
 
 

 
 

 
 
 
 
  

  

LCBO Executive
 
Compensation Framework
 

February 28, 2018
 

0025E (2017/06) Page 1 of 12
 



     

 
 

 

 

             

              

  

 
 

 

 
 

  
      
  

 
   

  
      

     
  

  
 

   
       

 
  

 

A. Compensation 

Provide information on the designated employer’s compensation philosophy including details on how the executive 

compensation program supports the employer’s strategic objectives and what the program, including its approach to 

performance-related pay, is designed to reward. 

The LCBO is one of the world’s largest buyers and retailers of beverage alcohol. Through over 660 retail locations, e-
commerce, catalogues, special order services and more than 210 agency stores, the LCBO offers nearly 24,000 products 
annually to consumers and its wholesale partners from more than 80 countries, and handles 140 million in-store transactions 
annually. 

While the LCBO has, in the past, operated with limited competition in regards to the products it sells; the recent change in 
Ontario’s alcohol sales landscape, adding the grocery sector for the sale of beer, wine and cider has brought a significant new 
degree of complexity to the LCBO. The organization now competes with world-class retailers such as Walmart and Loblaws – 
and must also provide these retailers with world-class wholesale services. While it’s facing increased competition and 
commercial complexity, the LCBO is mandated to ensure that all sales and marketing activities are conducted in a class-
leading socially responsible manner. 

To maintain its leadership position, it’s important the organization can attract, retain and incent its executive talent to meet the 
needs of the business and adapt to the ongoing transformation of the industry. 

The organization’s compensation philosophy has four key objectives: 

  A compensation management program that focuses on employees achieving and exceeding the  LCBO’s business  
objectives;  

  Attracting  and retaining  qualified employees to maintain its  leadership in a  highly  competitive talent marketplace  to ensure 
the success of  the LCBO’s mandate;  

  Establishing  compensation levels  which are responsible and in compliance with appropriate  provincial regulations; and  

  Is equitable, providing equal compensation for equal contribution.  
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B.   Designated Executive

List all designated executives at the designated employer. If applicable, indicate the class or category of each designated 

Executive position as it relates to the salary and performance-related pay structure in the executive compensation program. 

Job Title Class of Position # of Positions 

President and CEO CEO 1 

Chief Customer Officer CCO 1 

Senior Vice President 11 5 

Vice President 10 11 

C.   Salary  and Performance-related  Pay  –  Comparator Selection  

Provide information on the comparators used to benchmark salary and performance-related pay at the designated employer for 
each designated executive position or class of positions. Provide a rationale for the chosen comparators. 

Comparators 

All of the executive positions have been compared against the same comparator group; this includes the following classes of 
positions: CEO, CCO, 11 and 10. 

Canadian Public  Sector or Broader  Public Sector  (BPS)  Comparators  

Organizations 

Alcohol and Gaming Commission of Ontario 

Business Development Bank of Canada 

City of Toronto 

Government of Ontario 

Independent Electricity System Operator 

Ontario Lottery and Gaming Corporation 

Royal Canadian Mint 

Toronto Transit Commission 

Atlantic Lottery Corporation 

Canada Mortgage and Housing Corporation 

Farm Credit Canada 

Greater Toronto Airports Authority 

Metrolinx 

Ontario Securities Commission 

Toronto Hydro-Electric System Limited 

Workplace Safety and Insurance Board 

Rationale for Selected Comparators 

The 16 organizations were chosen independently by Korn Ferry Hay Group (KFHG) for this compensation review because 
they: 

 	 Are similar  types  of operation, in related industries to  the LCBO (e.g., alcohol  distribution, retailing, other system operators)  
and are all  Canadian  Broader Public Sector organizations.  

 	 Operate  in the same local  market as LCBO.  

 	 Have jobs of similar scope of responsibility  to the  LCBO executive roles; to ensure jobs are a match in scope  to LCBO;  
KFHG  has  utilized a job size methodology, as  opposed to  matching  titles, which considers skill, knowledge, ability and  
accountabilities of each role. Ensuring that the size of the roles in each organization is taken into consideration  

 	 Are organizations, by the nature of their size, industry, geographic location and similarity of the scope of responsibility have  
roles  with which LCBO may compete for talent.  

 	 Have up-to-date total remuneration  data within the KFHG  database (i.e., data is  effective May 1,  2016 and  increased  by  
1.95% to be effective May  2017)  

The following table shows the consideration of criteria for each of the companies chosen. Scope as a criterion is listed in the 
table but explained further below; all organizations have jobs of a similar scope to one or more of the LCBO executive roles. 
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Criteria  

Organization Scope 
Type of 

Operation/ 
Industry 

Comparable 
Job Size 

Competes 
for Talent 

Location 

1.  Alcohol and Gaming Commission of Ontario 

2.  Atlantic Lottery Corporation 

3.  Business Development Bank of Canada 

4.  Canada Mortgage and Housing Corporation 

5.  City of Toronto 

6.  Farm Credit Canada 

7.  Government of Ontario 

8.  Greater Toronto Airports Authority 

9.  Independent Electricity System Operator 

10.  Metrolinx 

11.  Ontario Lottery and Gaming Corporation 

12.  Ontario Securities Commission 

13.  Royal Canadian Mint 

14. Toronto Hydro-Electric System Limited 

15.  Toronto Transit Commission 

16.  Workplace Safety and Insurance Board 

Scope – Organizations with jobs that have similar mandates to one or more LCBO roles 

Type of Operation/Industry –  Organizations operating the same type of operation, specifically those associated 
with the  retailing  or alcohol  distribution  and sales  

Comparable Job  Size  –  Organizations with jobs of comparable size to  LCBO  based on a consistent job 
evaluation  methodology  

Competes for Talent  –  Organizations by the nature of their size, industry, geographic location and similarity  of 
the scope of responsibility  of the roles, that LCBO  will  compete with for talent.  

Location  –  Organizations  with roles  in Toronto with which LCBO  would compete with geographically for  talent  

Note: the criterion  of an organization’s size is embedded within the HAY methodology  –  (see description in  
Salary and Performance-Related  Pay  - Comparator Selection)  

D.   Salary  and Performance-related  Pay  –  Comparative Analysis Details  

Provide information on the percentile used to benchmark the salary and performance-related pay cap for each 

designated executive position or class of positions. Additional information on the methodology used to determine 

salary and performance- related pay can provide useful context. 

Executive and LCBO Job Evaluation (Scope) 

Executive roles have been evaluated considering the required skills, knowledge, ability, responsibility, 
and working conditions of the role. The evaluation system used  for  LCBO  Executive roles is the Hay  

SM
Group Guide-Chart Profile Method ,  which  is also used by many other organizations  in Ontario, 
including the Ontario Broader Public Sector. The evaluation points of the role determine the executive 
grade within  LCBO.  

This method of comparison is of key importance as it allows LCBO to adjust for “job size” or scope 
relative to the jobs of the comparator organizations. Job evaluation point considerations include 
organization size, type of function, scope and portfolio. For illustration, for relatively larger comparators, 
LCBO’s CEO, for example, would not be matched directly to the comparator CEO, but to an executive 
level that would have the same points as the LCBO CEO, as illustrated in the diagram below. 
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With this methodology, jobs of a specific point level at LCBO can be compared to jobs of a similar size 
in the external market as they have similar levels of skills, knowledge, ability, responsibility, and 
working conditions. The graphic below shows the factors considered in the Hay job evaluation 
methodology: 

Positions or Classes of Positions 

Comparing to organizations of similar revenue / operating budget size can be an important consideration to 
ensure that the executive roles within the comparator organizations are comparable to the executives at LCBO. 
However, this alone does not ensure that the roles will be of a comparable job content size because it does not 
take into account the specific accountabilities of each position and the variety of responsibilities that each job may 
have in their individual organization. Using a job evaluation methodology such as the one utilized in this analysis 
ensures that when comparing LCBO’s roles to the market we are comparing only to jobs of a similar size. 

For example, when we compare the CCO  role at LCBO  to the market we are not just comparing to CCO’s  in other  
organizations, which because of the specific accountabilities could conceivably have job content that is bigger or  

TM
smaller than that of  the CCO at  LCBO, we have evaluated the  CCO  using the Hay  Guide  Chart Method . We 
have also evaluated all of the jobs in the comparator  market using the same methodology.   We  are comparing  
LCBO’s  job points  per  job to what a  job  with similar points  would be paid in the comparator  organizations;  this  
ensures a much more precise match to the market.    

Korn Ferry Hay Group’s (KFHG’s)  analysis demonstrates  an approximate  34.5% gap between LCBO  
th 

executive compensation  and the compensation  envelope required to achieve the 50  percentile  (i.e. the 
median)  of the 100% public sector comparator group in the Ontario and Canadian market.   

SM
For a more detailed explanation of the  Hay Group Guide-Chart Profile Method , please see the supplemental  
information section. 
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E.  Salary  and Performance-related  Pay  Structure  

Provide information on the salary and performance-related pay cap for each designated executive position or 

class of positions. Additional information on salary ranges and performance-related pay structure can provide 

useful context. 

Salary and Performance-Related Pay Structure 

The new salary range structures and performance-related pay caps for each designated executive position or class of 

positions are illustrated in the following table. This structure and the associated maximum rate of increase to the pay 

envelope were approved by the Minister of Finance in February 2018. 

Total Compensation Range 

Executive Position 
or Class of 
Positions 

Minimum Total 
Compensation 

($) 

Maximum Total 
Compensation ($) 

Current Delta to 
KFHG P50 BPS 

Market Data 

CEO 319,700 581,854 30.1% 

CCO 290,000 474,500 26% 

Senior Vice 
President 

217,600 365,600 29.2% 

Vice President 187,400 304,525 37.5% 

The Total Compensation Range is inclusive of salary and variable performance-related pay. 

At the time of approval of this plan, all LCBO executive incumbents received a base compensation at or below the 
minimum of the pay bands noted in the second column above. Any movement towards the maximum total 
compensation levels are governed by the maximum allowable executive compensation envelope, as noted below (i.e. 
5% per year). 

In order  to establish  the new framework, the LCBO  with the support of KFHG  underwent a rigorous compensation 
review, including  an analysis of comparable private  and public sector retailers  in Canada. There is no  question that 
the LCBO competes directly  with private sector retail, including large multi-national brands for executive talent and the  
total compensation offered by  private sector retail  is significantly higher, both base salary and  performance-related  
bonuses.  Indeed over the past two years, the majority  of LCBO executive recruitments from  (and departures to)  have 
been  with private sector companies, and more specifically, private sector retailers.  Notwithstanding  the fact that 
LCBO competes  for executive talent almost exclusively  with the private sector,  the  new range  Maximum  Total  

th 
Compensation  /Pay  Cap  is  based  solely  on the  50  percentile of the comparator group  of 16 Canadian public  sector 
organizations, as  per the regulation guidelines.  

In addition to base pay, jobs at these levels are also eligible for a performance-related pay award (included in 
Maximum Total Compensation, noted above). The amount of the award paid will be determined in accordance with 
organizational and individual performance. 

Individual  adjustments to incumbent’s salaries  and the  salary ranges  will  be reviewed annually  to ensure that they  
remain consistent against the BPS standards.  

All salary adjustments will be in accordance with the executive compensation framework and the LCBO’s approved 
compensation program. 

Hypothetical Example: 

Year Base Salary Total Compensation 
(including incentive) 

Base increase assuming 
full 5% applied* 

1 $187,400 $224,880 $9,370 

2 $196,770 $236,124 $9,838 

3 $206,608 $247,930 $10,330 

* The example assumption is that the employee will receive the entire 5% envelope.
 



     

 

 

               

                

              
 

  

     

 
 

     
      

    

 

    

 
      

   
 

      
    
  
    

 
     

      
        

     
  

      
 

 
     

           
         

    
  

 
    

  
 

 

 

 
  

F.   Salary  and Performance-related  Pay  Envelope  

Provide the sum of salary and performance-related pay paid to designated executives for the most recently completed pay 

year. In addition, provide the maximum rate of increase to the salary and performance-related pay envelope. Additional 

information on why changes are necessary and how they were determined can provide useful context. 

Sum of  Salary and  Performance-related Pay for the  Most

Recently Completed  Pay Year  ($)  

 
Maximum Rate of Increase to Envelope (%) 

$4,815,730 5% per year 

As noted above and at the time of approval of this plan, all LCBO executive incumbents received a base 
compensation at or below the minimum of the pay bands.  The total allowable increase to this pay envelope (i.e. for 
the group of employees) is 5% per year. 

Rationale for the Maximum Rate of Increase: 

LCBO considered the following factors in determining the maximum rate of increase to executive compensation: 
1. The financial and compensation priorities and realities of the Government of Ontario (i.e. other
 

settlements/awards);
 
2. Recent executive compensation trends within the Canadian public sector and broader public sector; 
3. Review of the existing percentage of operating budget designated to executive compensation; 
4. The effect on attracting and retaining executive talent; and, 
5. Any significant changes or expansion in the operations of LCBO. 

The LCBO holds a unique position in the Canadian retail landscape. It supports the growth of local producers, provides 
access to retail and wholesale customers across Ontario and provides programs dedicated to quality assurance and the 
responsible sale and consumption of alcohol. LCBO profits (over $2 billion per year) are reinvested by the Province back into 
Ontario, along with millions of dollars in annual donations to charities from its customers. Experienced leadership is essential 
to drive the LCBO’s market transformation agenda. Following a fulsome compensation analysis of comparable private and 
public sector retailers by KFHG, the LCBO believes it’s in a position to comply with a 100% public sector comparator group 
for this compensation review. 

With compensation levels frozen for the 8 of the past 10 years for LCBO executives, the 5% per year compensation 
envelope increase allows the LCBO to move its executive salaries within their respective ranges. This will better align with 
Canadian Public Sector compensation, as well as ensure all incumbents are placed into an appropriate pay zone relative 
to their performance. Any increases to actual compensation rates for executives will however be constrained to a 
maximum 5% compensation envelope  increase per year.  Despite this envelope increase,  executive compensation will 
continue to remain below  the median relative to 100% public sector comparators.    

With these considerations in mind, the LCBO believes the increase to the envelope is reasonable and will allow the 
organization to operate efficiently and responsibly. Following are specific answers to the considerations set forth by the 
Broader Public Sector Executive Compensation Guide: 

 	 The financial p riorities  and the compensation priorities of the Government of Ontario.  As  noted in 2016 
Ontario Economic Outlook and Fiscal Review; “We continue to move Ontario forward through investments in public  
transit, roads, bridges and priority  infrastructure. This is all  part of our  long-term economic plan.”  the LCBO topped 

rd 
$6 billion  in sales in fiscal 2016-17, delivering a  23  year of dividend growth, and  exceeding $2 billion  in profit for 
the first time. These funds are reinvested  back into Ontario’s essential public  services and  infrastructure, such as  
hospitals, roads and transit initiatives across the province.  

 	 Recent executive compensation trends within the relevant industry within the Canadian public  
sector/broader public  sector.  KFHG's 2016  Executive Market Trends report indicates a cumulative increase in  
actual  base salary from 2008  to 2015  of approximately  15%, or  a compound annual  growth rate of 1.9% for 
executives in the national broader public sector.   LCBO executive compensation  was frozen through this period.  
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 	 Comparison between the existing percentages of operating budget designated to executive compensation 
and the percentages of the identified comparator organizations. The LCBO’s executive pay envelope is 1% 
of its overall labour budget. Information for the comparator organizations is not readily available at this time, given 
the existing BPS executive compensation review. As noted in the BPSEC Guide: Data related to this factor will be 
more readily available for the development of subsequent executive compensation programs, as information 
regarding executive salary and performance-related pay envelopes will be provided in public-facing executive 
compensation programs. 

 	 Any significant expansion in the operations that is not the result of a significant organizational 
restructuring. The government has established a new competitive landscape where up to 480 grocery retailers 
are/ will be selling beverage alcohol.  This requires the development of a sophisticated supply chain operation to 
wholesale to those businesses.  Simultaneously, consumer expectations demand a significant expansion of the 
LCBO’s e-commerce operations and other consumers’ services to create an integrated, omni-channel experience 
for its customers. The LCBO will be establishing a new retail strategy in line with the government’s regulation of 
the distribution of legalized recreational cannabis in 2018. 

Other Elements Compensation  

Provide information on any compensation elements, other than salary and performance-related pay, that would be 

provided to designated executive positions of classes of positions but that are not generally provided in the same manner 

and relative amount to non-executive managers. 

Include rationale outlining the critical business reasons that justify the provision of each element of compensation. 

The Management Reimbursement Plan (MRP) provides a $5,000 discretionary spending to supplement the core (full) 

benefits package provided to non-executives. The supplement is restricted to expense categories under the core benefits 

program along with assessments and programs aimed at supporting the health and performance of key strategic leaders 

of the business. Executives at the CEO, CCO and Senior Vice President levels are eligible for a vehicle allowance of 

$17,000 per annum for routine travel expenses associated with LCBO business travel and operations oversight, including 

representing the LCBO at trade and stakeholder meetings, store openings and relevant events. This allowance helps 

offset some travel costs that these employees would otherwise submit as expense claims. The LCBO has stores, 

warehouse facilities, offices and agency store operations in over 500 communities across Ontario. 
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Supplementary  Information  

Provide any additional information required to support or explain the information included in the executive compensation 

program. 
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