
 

THINK RESEARCH CORPORATION 
(THE "CORPORATION") 

Charter of the Audit Committee 

This Charter of the Audit Committee (the "Charter") was adopted by the board of directors of the 
Corporation on January 16, 2021. 

1. Purpose 

The Audit Committee (the "Committee") is a committee of the Board of Directors (the "Board") of the 
Corporation.  The Committee's primary function is to fulfill applicable public company 
obligations respecting audit committees and assist the Board in fulfilling its oversight responsibilities by 
overseeing the Corporation's financial controls and reporting and monitoring whether the Corporation 
complies with financial covenants and legal and regulatory requirements governing financial disclosure 
matters and financial risk management, including evaluating and making recommendations to the Board as 
appropriate with respect to: 

● financial reporting; 

● the external auditors, including performance, qualifications, independence, and their audit of the 
Corporation's financial statements; 

● the performance of the Corporation's internal audit function; 

● internal controls and disclosure controls; 

● financial risk management; 

● the Corporation's Code of Business Conduct and Ethics (the "Code"); and 

● related-party transactions. 

The Audit Committee will also have authority to review and, in its discretion, approve certain matters, in 
accordance with and within the limitations prescribed by this Charter. 

The Audit Committee's primary function is to assist the Board in fulfilling its responsibilities.  It is, 
however, the Corporation's Management which is responsible for preparing the Corporation's financial 
statements and it is the Corporation's external auditors who are responsible for auditing those financial 
statements. 

2. Composition and Member Qualification 

The Committee will be comprised of a minimum of three (3) directors of the Corporation. 

All members of the Committee must (except to the extent permitted by NI 52-110 – Audit Committees, as 
it may be amended or replaced from time to time ("NI 52-110")) be independent (as defined by NI 52-110). 
Under NI 52-110, director is considered to be "independent" if he or she has no direct or indirect "material 
relationship" with the Company. A material relationship is a relationship that could, in the view of the 
Board, be reasonably expected to interfere with the exercise of a director's independent judgment as a 
member of the Committee. Notwithstanding the foregoing, a director will be considered to have a "material 
relationship" with the Company if he or she falls in one of the categories listed in the attached Schedule 
"A". 

All members of the Committee must be financially literate (as that term is defined from time to time under 
the requirements or guidelines for audit committee service under securities laws and the rules of any stock 
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exchange on which the Corporation’s securities are listed for trading) or must become “financially literate” 
within a reasonable period of time after his or her appointment to the Committee.  In addition, the Chair of 
the Committee must be an audit committee financial expert. 

Each member will also have, to the satisfaction of the Board, sufficient skills and/or experience as are 
relevant and will be of contribution to the carrying out of the mandate of the Committee.  

3. Appointment and Term of Office 

The members of the Committee and the chair of the Committee (the "Committee Chair") will be appointed 
by the Board, on the recommendation of the Corporate Governance, Nominating and Compensation 
Committee, at the time of each annual meeting of the shareholders of the Corporation and will hold office 
until the next annual meeting, or until their successors are appointed.  

The Board may remove and replace any member of the Committee at any time and a member will 
automatically cease to be a member of the Committee on ceasing to be a director of the Corporation. The 
Board may fill vacancies on the Committee by election from among the Board.  If and whenever a vacancy 
will exist on the Committee, the remaining members may exercise all powers of the Committee so long as 
a quorum remains. 

If  a  Committee  member  serves  on  the  audit committees  of  more  than  three  publicly-held  entities,  
including  the Corporation,  the  Board  must determine that such service would not impair the ability of 
the member to effectively serve on the Committee and disclose such determination in the annual proxy 
circular.   

4. Limitations on Committee's Duties 

In contributing to the Committee's discharge of its duties under this Charter, each member of the Committee 
will be obliged only to exercise the care, diligence and skill that a reasonably prudent person would exercise 
in comparable circumstances.  Nothing in this Charter is intended or may be construed as imposing on any 
member of the Committee a standard of care or diligence that is in any way more onerous or extensive than 
the standard to which any member of the Board may be otherwise subject. 

Members of the Committee are entitled to rely, absent actual knowledge to the contrary, on (i) the integrity 
of the persons and organizations from whom they receive information, (ii) the accuracy and completeness 
of the information provided, (iii) representations made by management of the Corporation 
("Management") as to the non-audit services provided to the Corporation by the external auditor, 
(iv) financial statements of the Corporation represented to them by a member of Management or in a written 
report of the external auditors to present fairly the financial position of the Corporation in accordance with 
applicable generally accepted accounting principles, and (v) any report of a lawyer, accountant, engineer, 
appraiser or other person whose profession lends credibility to a statement made by any such person. 

5. Meetings 

The Committee will meet regularly, but not less frequently than quarterly, and more frequently if 
circumstances require,  and any time the Corporation proposes to issue a press release with its quarterly or 
annual earnings information. The Committee will also meet prior to filing the quarterly financial statements 
in order to review and discuss the unaudited financial results for the preceding quarter and the related 
management's discussion and analysis ("MD&A") and is to meet prior to filing the annual audited financial 
statements and MD&A in order to review and discuss the audited financial results for the year and related 
MD&A.  
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Meetings of the Committee will be held from time to time and at such place as any member of the 
Committee will determine upon 48 hours' prior notice to each of the other Committee members.  The 
members of the Committee may waive the requirement for notice. The attendance of a director at a meeting 
constitutes a waiver of notice of such meeting except where a director attends a meeting for the express 
purpose of objecting to the transaction of any business on the ground that the meeting has not been lawfully 
called or convened. A notice of a meeting of the Committee may be given orally, in writing or by telephone, 
fax or other means of communication.  In addition, any member of the Committee, the Chair of the Board, 
and each of the Chief Executive Officer, the Chief Financial Officer and the external auditor will be entitled 
to request that the Committee Chair call a meeting.   

A quorum for the transaction of business at any meeting of the Committee will be the presence  of a majority 
of the members of the Committee or such greater number as the Committee may by resolution determine. . 
The Committee may meet in person and/or by telephone or electronic means and, other than with respect 
to the review of the audited financial statements and the notes and Management’s Discussion and Analysis 
relating to such financial statements with management and the independent auditor, may act by means of a 
written resolution signed by all members required to sign by law.  

If the Committee Chair is not present at any meeting of the Committee, one of the other members of the 
Committee who is present will be chosen by the Committee to preside at the meeting. 

The Committee will keep minutes of each meeting of the Committee.  The corporate secretary of the 
Corporation (the "Secretary") will be the secretary of all meetings and will maintain minutes of the 
meetings and deliberations of the Committee; if the Secretary is not in attendance at any meeting, the 
Committee may appoint any individual, who need not be a member, to act as the secretary at any meeting. 
A copy of the minutes will be provided to each member of the Committee. 

In advance of every regular meeting of the Committee, the Committee Chair, with the assistance of the 
Secretary, will prepare and distribute to the members and others as deemed appropriate by the Committee 
Chair, an agenda of matters to be addressed at the meeting together with appropriate briefing materials. The 
Committee will determine any desired agenda items. 

The Committee or the Committee Chair will meet periodically with Management, the internal auditors and 
the external auditors in separate sessions to discuss any matters that the Committee or any of these groups 
believes should be discussed privately. The Committee will meet with the external auditors and internal 
auditors (each) in a separate session at each regularly scheduled meeting of the Committee at which those 
auditors are present.  

The independent auditor will have direct access to the Committee at their own initiative 

Each Committee member may be present at meetings of the Committee. The Chair of the Board may attend, 
ex officio, as a non-voting member.  The Committee may require any officer or employee of the Corporation 
or any of its direct or indirect subsidiaries or outside counsel or any other person to attend meetings of the 
Committee or with any members of, or advisors to, the Committee, and to provide such information and 
reports as the Committee may deem appropriate in order for it to fulfill its duties. The Committee may 
invite anyone else to attend meetings, at its discretion.   The Committee may form and delegate authority 
to individual members and subcommittees where the Committee determines it is appropriate to do so. 

The Committee will generally meet in camera, without Management, at each meeting of the Committee, 
and otherwise as considered appropriate by the members of the Committee.  Any member of the Committee 
may move the Committee in camera at any time during the course of a meeting, and the Committee Chair 
will maintain a record of any decisions made in camera. 
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Any matter to be determined by the Committee will be decided by a majority of the votes cast at a meeting 
of the Committee called for such purpose. Each Member will have one vote and decisions of the Committee 
will be made by an affirmative vote of the majority. The Committee Chair will not have a deciding or 
casting vote in the case of an equality of votes. Any action of the Committee may be taken by an instrument 
or instruments in writing signed by all of the members of the Committee (including in counterpart) and any 
such action will be as effective as if it had been decided by a majority of the votes cast at a meeting of the 
Committee called for such purpose.  

If a Committee member (including the Chair of the Committee) faces a potential or actual conflict of interest 
relating to a matter before the Committee, other than matters relating to the compensation of directors, that 
member will be responsible for alerting the other Committee members.  Such member shall recusing 
themselves from the meeting, may not participate in consideration of the matter or vote on the matter. If the 
Committee Chair has so recused themselves, the remaining members of the Committee will choose another 
member to chair the meeting.   

If a member (including the Chair of the Committee)  is uncertain as to whether there is potential or actual 
conflict of interest, they shall refer the matter to the General Counsel in the first instance, and the Chair of 
the Board in the second.  Any decision of the Chair of the Board is final 

When an urgent matter arises and the calling of a meeting is not practicable under the circumstances, the 
Chair of the Committee may exercise all powers of the Committee.  Following such situation, the Chair of 
the Committee shall promptly inform the Committee and provide details of any decisions made and actions 
taken. 

6. Committee Activities 

As part of its function in assisting the Board in fulfilling its oversight responsibilities (and without limiting 
the generality of the Committee's role), the Committee will have the power and authority to: 

A. General Responsibilities 

(a) Create and maintain a Committee plan for the year.  

(b) Inform the Board of matters that may significantly impact on the financial condition or 
affairs of the business. 

(c) Respond to requests by the Board with respect to the functions and activities that the Board 
requests the Committee to perform. 

(d) Periodically review and assess this Charter at least annually, and, if the Committee deems 
appropriate, refer its assessment and any proposed revisions to the Corporate Governance, 
Nominating and Compensation Committee of the Board. 

(e) Review the public disclosure regarding the Committee required from time to time by 
NI 52-110. 

(f) Establish and oversee the effectiveness of procedures for the receipt, retention and 
treatment of complaints regarding accounting, internal accounting controls or auditing 
under the Corporation's whistleblower policy. 

(g) Perform any other activities consistent with this Charter, the Company's Articles and By-
Laws and governing law, as the Committee or the Board deems necessary or appropriate.  
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B. Financial Reporting  

(a) Recommend to the Board for approval: 

(i) the Corporation's quarterly and annual financial statements and related MD&A; 

(ii) all other financial statements that require approval by the Board, including 
financial statements for use in prospectuses or other offering or public disclosure 
documents and financial statements required by regulatory authorities; and 

(iii) financial information for use in press releases, including annual and interim profit 
or loss press releases, prior to their publication and/or filing with any governmental 
body and/or release. 

(b) Oversee the work of the external auditors engaged for the purpose of preparing or issuing 
an auditor's report or performing other audit, review or attest services for the Corporation, 
including the resolution of disagreements between Management and the external auditors 
regarding financial reporting. 

(c) Before the release of financial statements and related disclosures to the public, obtain 
confirmation from the Chief Executive Officer and Chief Financial Officer as to the matters 
addressed in the certifications required by the securities regulatory authorities. 

(d) Review any litigation, claim or other contingency that could have a material effect on the 
financial statements or operating results of the Corporation and the appropriateness of the 
disclosure thereof in the documents reviewed by the Committee. 

(e) Review the external auditors' judgments about the quality and appropriateness, not just the 
acceptability, of the Corporation's accounting principles and financial disclosure practices, 
as applied in its financial reporting. 

(f) Review the status of significant accounting estimates and judgments and special issues 
(e.g., major transactions, changes in the selection or application of accounting policies, off-
balance sheet items, effect of regulatory and financial initiatives). 

(g) Review and approve, if appropriate, any major changes to the Corporation's accounting 
principles and practices as suggested by Management with the concurrence of the external 
auditors.  

(h) Review and approve any other press releases that contain financial information and such 
other financial information of the Corporation provided to the public or any governmental 
body as the Committee requires. 

(i) Satisfy itself that adequate procedures have been put in place by Management for the 
review of the Corporation's public disclosure of financial information extracted or derived 
from the Corporation's financial statements and the related MD&A. 

(j) Periodically receive Management reports assessing the adequacy and effectiveness of the 
Corporation's disclosure controls and procedures. 
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C. Internal Control 

(a) Oversee Management's review of the adequacy of the Corporation's accounting and 
financial reporting systems, including with respect to the integrity and quality of the 
Corporation's financial statements and other financial information. 

(b) Oversee Management's review of the adequacy of the Company's internal controls and 
management systems to safeguard assets from loss and unauthorized use and to verify the 
accuracy of the financial records. 

(c) Have the authority to communicate directly with the internal auditor (if any). 

(d) Receive periodical Management reports assessing the adequacy and effectiveness of the 
Corporation's internal control systems, including with respect to the integrity and quality 
of the Corporation's financial statements and other financial information. 

(e) In consultation with the Corporate Governance, Nominating and Compensation 
Committee, oversee Management's disclosure controls and procedures regarding the 
Corporation's financial information to confirm that the Corporation's financial information 
that is required to be disclosed under applicable law or stock exchange rules is disclosed. 

(f) Review any special audit steps adopted in light of material control deficiencies. 

D. External Auditor 

(a) Recommend to the Board (i) the selection of the external auditor, considering independence 
and effectiveness, and (ii) the fees and other compensation to be paid to the external 
auditor. 

(b) Require, in accordance with applicable law, that the external auditors report directly to the 
Committee. 

(c) Oversee the work and review the performance of the external auditors and approve any 
proposed discharge of the external auditors when circumstances warrant.  

(d) Monitor the relationship between Management and the external auditors, including 
reviewing any Management letters or other reports of the external auditors. 

(e) Discuss with the external auditors any (i) difference of opinion with Management on 
material auditing or accounting issues, and (ii) any audit problems or difficulties 
experienced by the external audit in performing the audit. Where there is a significant 
unsettled issue, assist in arriving at an agreed course of action for resolution of the matter. 

(f) Review and discuss with the external auditor all critical accounting policies and practices 
to be used in the Corporation's financial statements, all alternative treatments of financial 
information within generally accepted accounting principles that have been discussed with 
Management, the ramifications of the use of such alternative treatments and the treatment 
preferred by the external auditor.  

(g) Review any major issues regarding accounting principles and financial statement 
presentation with the external auditor and Management, including any significant changes 
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in the Corporation's selection or application of accounting principles and any significant 
financial reporting issues and judgments made in connection with the preparation of the 
Corporation's financial statements.  

(h) Periodically consult with the external auditors without Management present about 
significant risks or exposures, internal controls and other steps that Management has taken 
to control financial risk, and the completeness and accuracy of the Company's financial 
statements, including the adequacy of internal controls to expose any payments, 
transactions or procedures that might be deemed illegal or otherwise improper.  

(i) Review and discuss with the external auditors, on an annual basis, all significant 
relationships they have with the Corporation to determine their independence. 

(j) Review and approve the Corporation's hiring policies regarding partners, employees and 
former partners and employees of the Company's external auditors, and any proposed 
hiring of current or former partners or employees of the current (and any former) external 
auditor of the Corporation. 

(k) Consider any matter required to be communicated to the Audit Committee by the external 
auditors under applicable generally accepted auditing standards, applicable law and listing 
standards, including the auditor's report to the Audit Committee (and Management's 
response thereto). 

(l) Pre-approve all non-audit services (or delegate such pre-approval, as the Committee may 
determine and as permitted by applicable securities laws) to be provided by the external 
auditor. 

(m) Evaluate the performance of the external auditors and make recommendations to the Board 
on the reappointment or replacement of the external auditors. If a change in the external 
auditor is proposed, the Committee will review the reasons for the change and any other 
significant issues related to the change, including the response of the incumbent auditors, 
and enquire on the qualifications of the proposed auditors before making its 
recommendation to the Board.  

E. Audit Process 

(a) Review the scope, plan and results of the external auditor's audit and reviews, including 
the auditor's engagement letter, the post-audit Management letter, if any, and the form of 
the audit report.  The Committee may authorize the external auditor to perform 
supplemental reviews, audits or other work as deemed desirable. 

(b) Following completion of the annual audit and quarterly reviews, review separately with 
each of Management and the external auditor any significant changes to planned 
procedures, any difficulties encountered during the course of the audit and, if applicable, 
reviews, including any restrictions on the scope of work or access to required information 
and the cooperation that the external auditor received during the course of the audit and, if 
applicable, reviews. 

(c) Review any significant disagreements among Management and the external auditor in 
connection with the preparation of the financial statements. 
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(d) Where there are significant unsettled issues between Management and the external auditor 
that do not affect the audited financial statements, the Committee will seek to ensure that 
there is an agreed course of action leading to the resolution of such matters. 

(e) Review with the external auditor and Management significant findings and the extent to 
which changes or improvements in financial or accounting practices, as approved by the 
Committee, have been implemented. 

(f) Review the system in place to seek to ensure that the financial statements, MD&A and 
other financial information disseminated to regulatory authorities and the public satisfy 
applicable requirements. 

F. Financial Reporting Processes 

(a) Review the integrity of the Corporation's financial reporting processes, both internal and 
external, in consultation with the external auditor. 

(b) Periodically consider the need for an internal audit function, if not present. 

(c) Review all material balance sheet issues, material contingent obligations and material 
related party transactions. 

(d) Review with Management and the external auditor the Corporation's accounting policies 
and any changes that are proposed to be made thereto, including all critical accounting 
policies and practices used, any alternative treatments of financial information that have 
been discussed with Management, the ramification of their use and the external auditor's 
preferred treatment and any other material communications with Management with respect 
thereto.  Review the disclosure and impact of contingencies and the reasonableness of the 
provisions, reserves, estimates and special issues (e.g., major transactions, changes in the 
selection or application of accounting policies, off-balance sheet items, effect of regulatory 
and financial initiatives) that may have a material impact on financial reporting. 

(e) Review and approve, if appropriate, major changes to the Corporation's accounting 
principles and practices as suggested by Management with the concurrence of the external 
auditors. 

G. Risk Management 

(a) Review Management's assessment and management of financial risk, including insurance 
coverage (excluding however Directors and Officers liability insurance), and obtain the 
external auditors' opinion of Management's assessment of significant financial risks facing 
the Corporation and how effectively those risks are being managed or controlled.  

H. Code of Business Conduct and Ethics 

(a) Recommend to the Board any significant changes to the Code of Business Conduct and 
Ethics , monitor compliance with the Code and ensure that Management has established a 
system to enforce the Code. Review appropriateness of actions taken to ensure compliance 
with the Code and review the results of confirmations and violations thereof. 
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(b) Oversee procedures in the Code for (i) the receipt, retention and treatment of complaints 
received by the Corporation regarding accounting, internal controls or auditing matters, 
and (ii) the confidential, anonymous submission by employees of concerns regarding 
questionable accounting or auditing matters. 

(c) Approve any waiver from compliance with the Code for directors and executive officers, 
promptly report any waiver to the Board, and ensure appropriate disclosure of any waiver. 

Each of which will be conducted with the Corporate Governance, Nominating and Compensation 
Committee.  

I. Financial Legal Compliance 

(a) Review Management's monitoring of the Corporation's systems in place to ensure that the 
Corporation's financial statements, reports and other financial information disseminated to 
governmental organizations and the public satisfy legal requirements. 

(b) Review with legal counsel any legal matter that could have a significant effect on the 
Corporation's financial statements. 

(c) Review with legal counsel the Corporation's compliance with applicable law and inquiries 
received from regulators and governmental agencies to the extent they may have a material 
impact on the financial position of the Corporation.  

J. Expense Accounts and Management Perquisites 

(a) Recommend to the Board policies and procedures with respect to directors' and executive 
management's expense accounts and management perquisites and benefits, including their 
use of corporate assets and expenditures related to executive travel and entertainment, and 
review the results of the procedures performed in these areas by the external auditors. 

(b) Review and approve the expenses of the Chief Executive Officer. 

K. Succession Planning 

(a) Consult with the Corporate Governance, Nominating and Compensation Committee on 
succession planning for the directors and executive management. 

L. Disclosure of Audit Committee Function 

(a) Oversee the preparation of, and recommend to the Board, the disclosure of the Committee's 
composition and responsibilities and how they were discharged as required to be published 
annually in the Corporation's management information circular or annual information form 
pursuant to applicable law (including NI 52-110). 

(b) Approve any other significant information relating to matters within this Charter contained 
in the Corporation's disclosure documents. 
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M. Legal Compliance 

(a) Oversee Management's compliance with laws with respect to the audit function, and 
recommend to the Board any suggested change to the Corporation's practices in these areas. 

(b) Satisfy itself that Management monitors significant trends in the area of financial reporting, 
and evaluates their impact on the Corporation. 

7. Responsibilities of Committee Chair 

The primary responsibility of the Committee Chair is to be responsible for the management and effective 
performance of the Committee and provide leadership to the Committee in fulfilling this Charter and any 
other matters delegated to it by the Board.  To that end, the Committee Chair's duties and responsibilities 
will include: 

(a) Working with the Corporate Secretary, Chair of the Board and the Chief Executive Officer 
to establish the frequency of Committee meetings and the agendas for such meetings. 

(b) Serving as a liaison between Committee members and Management.  

(c) Providing leadership to the Committee and presiding over Committee meetings. 

(d) Facilitating the flow of information to and from the Committee and fostering an 
environment in which the Committee members may ask questions and express their 
viewpoints. 

(e) Reporting to the Board with respect to the significant activities of the Committee and any 
recommendations made by the Committee. 

(f) Leading the Committee in annually reviewing and assessing the adequacy of this Charter 
and evaluating its effectiveness in fulfilling its Charter. 

(g) Taking such other steps as are reasonably required to ensure that the Committee carries out 
this Charter. 

8. Other Organizational Matters 

The members and the Committee Chair will be entitled to receive remuneration for acting in such capacity 
as the Board may from time to time determine. 

The Committee will have the resources and authority appropriate to discharge its duties and responsibilities, 
including the authority to: 

(a) Engage, select, retain, terminate, set and approve the fees and other compensation and other 
retention terms of special or independent counsel, accountants or other advisors, as it deems 
appropriate, in each case with the prior approval of the Chair of the Board or the Lead 
Director (as applicable); 

(b) obtain appropriate funding to pay, or approve the payment of, such approved fees; at the 
expense of the Corporation; and 

(c) communicate directly with the internal and external auditors. 



- 11 - 

  

The Committee will have full access to books, records, facilities, and personnel of the Corporation, as it 
deems necessary to carry out its duties. 

The Committee's performance will be evaluated annually, in accordance with a process developed by the 
Corporate Governance, Nominating and Compensation Committee and approved by the Board, and results 
of that evaluation will be reported to the Corporate Governance, Nominating and Compensation Committee 
and to the Board. The Committee will review and reassess the adequacy of this Charter periodically as it 
deems appropriate and recommend changes to the Board.  The Committee will ensure that this Charter is 
disclosed on the Corporation’s website and that this Charter or a summary of it that has been approved by 
the Committee is disclosed in accordance with all applicable securities laws or regulatory requirements. 

 

 

Last Updated:  16 January 2021



 

Schedule "A" – DEEMED MATERIAL RELATIONSHIPS 

Section 1.4 of NI 52-110 provides that the following individuals are considered to have a "material 
relationship" with the Company and, as such, would not be considered independent: 

(a) an individual who is, or has been within the last three years, an employee or executive 
officer of the Company; 

(b) an individual whose immediate family member is, or has been within the last three years, 
an executive officer of the Company; 

(c) an individual who: 

(i) is a partner of a firm that is the Company's internal or external auditor,  

(ii) is an employee of that firm, or 

(iii) was within the last three years a partner or employee of that firm and personally 
worked on the Company's audit within that time, 

except that for the purposes of this paragraph (c), a partner does not include a fixed income 
partner whose interest in the firm that is the internal or external auditors of the Company 
is limited to the receipt of fixed amounts of compensation (including deferred 
compensation) for prior service with that firm if the compensation is not contingent in any 
way on continued service; 

(d) an individual whose spouse, minor child or stepchild, or child or stepchild who shares a 
home with the individual: 

(i) is a partner of a firm that is the Company's internal or external auditor, 

(ii) is an employee of that firm and participates in its audit, assurance or tax 
compliance (but not tax planning) practice, or 

(iii) was within the last three years a partner or employee of that firm and personally 
worked on the Company's audit within that time, 

except that for the purposes of this paragraph (d), a partner does not include a fixed income 
partner whose interest in the firm that is the internal or external auditors of the Company 
is limited to the receipt of fixed amounts of compensation (including deferred 
compensation) for prior service with that firm if the compensation is not contingent in any 
way on continued service; 

(e) an individual who, or whose immediate family member, is or has been within the last three 
years, an executive officer of an entity if any of the Company's current executive officers 
serves or served at that same time on the entity's compensation committee; and 

(f) an individual who received, or whose immediate family member who is employed as an 
executive officer of the Company received, more than $75,000 in direct compensation from 
the Company during any 12 month period within the last three years, except that for the 
purposes of this paragraph (f), direct compensation does not include: 
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(i) remuneration for acting as a member of the Board of Directors or of any Board 
committee of the Company, and 

(ii) the receipt of fixed amounts of compensation under a retirement plan (including 
deferred compensation) for prior service with the Company if the compensation is 
not contingent in any way on continued service. 

Despite paragraphs (a) to (f) above, an individual will not be considered to have a material relationship with 
the Company solely because the individual or his or her immediate family member: 

(i) has previously acted as an interim chief executive officer of the Company, or 

(ii) acts, or has previously acted, as a chair or vice-chair of the Board of Directors or 
of any Board committee of the Company on a part-time basis. 

Similarly, despite paragraphs (a)-(f) above, an individual will not be considered to have a material 
relationship with the issuer solely because:  

(i) he or she had a relationship identified in (a)-(f) if that relationship ended before 
March 30, 2004; or  

(ii) he or she had a relationship identified in (a)-(f) by virtue a subsidiary entity or a 
parent of the Company, if that relationship ended before June 30, 2005.  

Section 1.5(1) of NI 52-110 provides that despite any determination made under section 1.4 of NI 52-110: 

An individual who: 

(a) accepts, directly or indirectly, any consulting, advisory or other compensatory fee from the 
Company or any subsidiary entity of the Company, other than as remuneration for acting 
in his or her own capacity as a member of the Board of Directors or any Board committee, 
or as a part-time chair or vice-chair of the Board or any Board committee; or 

(b) is an affiliated entity of the Company or any of its subsidiary entities, 

is considered to have a material relationship with the Company and, as such, would not be considered 
independent. 

For the purposes of subsection (1), the indirect acceptance by an individual of any consulting, advisory or 
other compensatory fee includes acceptance of a fee by: 

(a) an individual's spouse, minor child or stepchild, or a child or stepchild who shares the 
individual's home; or 

(b) an entity in which such individual is a partner, member, an officer such as a managing 
director occupying a comparable position or executive officer, or occupies a similar 
position (except limited partners, non-managing members and those occupying similar 
positions who, in each case, have no active role in providing services to the entity) and 
which provides accounting, consulting, legal, investment banking or financial advisory 
services to the issuer or any subsidiary entity of the issuer. 
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For the purposes of subsection (1), compensatory fees do not include the receipt of fixed amounts of 
compensation under a retirement plan (including deferred compensation) for prior service with the issuer if 
the compensation is not contingent in any way on continued service. 

For purposes of determining whether or not a member has a material relationship with the Company, the 
terms set out below will have the following meanings: 

"affiliated entity" means a person or company is considered to be an affiliated entity of another person or 
company if (a) one of them controls or is controlled by the other or if both persons or companies are 
controlled by the same person or company, or (b) the person is an individual who is (i) both a director and 
an employee of an affiliated entity, or (ii) an executive officer, general partner or managing member of an 
affiliated entity; 

"company" means any corporation, incorporated association, incorporated syndicate or other incorporated 
organization; 

"control" means the direct or indirect power to direct or cause the direction of the management and policies 
of a person or company, whether through ownership of voting securities or otherwise, except that an 
individual will not be considered to control a company if the individual owns, directly or indirectly, ten per 
cent or less of any class of voting securities of such company and is not an executive officer of such 
company; 

"executive officer" of an entity means an individual who is (a) a chair of the entity; (b) a vice-chair of the 
entity; (c) the president of the entity; (d) a vice-president of the entity in charge of a principal business unit, 
division or function including sales, finance or production; (e) an officer of the entity or any of its subsidiary 
entities who performs a policy-making function in respect of the entity; or (f) any other individual who 
performs a policymaking function in respect of the entity; 

"immediate family member" means an individual's spouse, parent, child, sibling, mother or father-in-law, 
son or daughter-in-law, brother or sister-in-law, and anyone (other than an employee of either the individual 
or the individual's immediate family member) who shares the individual's home; 

"person" means an individual, partnership, unincorporated association, unincorporated syndicate, 
unincorporated organization, trust, trustee, executor, administrator, or other legal representative; and 

"subsidiary entity" – a person or company is considered to be a subsidiary entity of another person or 
company if (a) it is controlled by (i) that other, or (ii) that other and one or more persons or companies each 
of which is controlled by that other, or (iii) two or more persons or companies, each of which is controlled 
by that other; or (b) it is a subsidiary entity of a person or company that is the other's subsidiary entity. 

 


