
 

 

 

 

 

CALIAN TECHNOLOGIES LTD. 

 

 

ANNUAL INFORMATION FORM 

 

 

 

 

FOR THE YEAR ENDED 

SEPTEMBER 30, 2011 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

December 22, 2011 

 

 



 

 

CALIAN TECHNOLOGIES LTD. 

ANNUAL INFORMATION FORM 

YEAR ENDED SEPTEMBER 30, 2011 

 

Table of Contents Page 

1.  CORPORATE STRUCTURE ..................................................................................................... 1 

2.  GENERAL DEVELOPMENT OF THE BUSINESS ................................................................. 2 

3.  DESCRIPTION OF THE BUSINESS ........................................................................................ 3 

   Systems Engineering Division .................................................................................................... 3 

   Business and Technology Services Division ............................................................................... 5 

   The Market .................................................................................................................................. 6 

   Sales and Marketing .................................................................................................................... 7 

   Competition ................................................................................................................................. 7 

   Research and Development ......................................................................................................... 8 

 Employees ................................................................................................................................... 8 

 Facilities ...................................................................................................................................... 8 

 Risk Factors ................................................................................................................................. 9 

4.  DIVIDENDS ............................................................................................................................. 11 

5.  DESCRIPTION OF CAPITAL STRUCTURE ......................................................................... 12 

6.  MARKET FOR SECURITIES .................................................................................................. 12 

7.  DIRECTORS AND OFFICERS ............................................................................................... 12 

8.  AUDIT COMMITTEE .............................................................................................................. 14 

9.  LEGAL PROCEEDINGS ......................................................................................................... 16 

10. INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS ........ 16 

11. TRANSFER AGENTS AND REGISTRARS ........................................................................... 16 

12. INTERESTS OF EXPERTS ..................................................................................................... 16 

13. MATERIAL CONTRACTS ..................................................................................................... 16 

14. ADDITIONAL INFORMATION ............................................................................................. 16 

 

In this Annual Information Form, all references to specific fiscal years are references to the fiscal year 

ended September 30 of the year named.   This Annual Information Form is dated December 22, 2011 and, 

unless specifically stated otherwise, all information disclosed in this form is provided as at September 30, 

2011, the end of Calian’s most recently completed fiscal year.  All references to “$” or “dollars” are 

references to Canadian dollars, unless otherwise specified. 
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FORWARD-LOOKING STATEMENTS 

 

Calian Technologies Ltd. (“Calian” or the “Company”) cautions that the forward-looking statements in this 

Annual Information Form are based on certain assumptions made by the Company that may prove to be 

inaccurate. Forward-looking statements includes those identified by the expressions “anticipate,” “believe,” 

“plan,” “estimate,” “expect,” “intend” and similar expressions to the extent that they relate to the Company 

or its management. These forward-looking statements are not historical facts, but reflect the Company’s 

current intentions, plans, expectations and assumptions regarding future results or events. Assumptions made 

include customer demand for the Company’s services, the Company’s ability to maintain and enhance 

customer relationships, as well as the Company’s ability to bring to market the products and services 

currently under development. Furthermore, the Company cautions that the forward-looking statements in this 

Annual Information Form are based on current expectations as at December 23, 2010 that are subject to 

change and to risks and uncertainties, including those set out under the heading “Risk Factors” below, many 

of which are outside the Company’s control. Actual results may materially differ from such forward looking 

information due to facts such as customer demand, customer relationships, new service offerings, delivery 

schedules, revenue mix, competition, pricing pressure, foreign currency fluctuations and uncertainty in the 

markets in which the Company conducts business.  Additional information identifying risks and uncertainties 

is contained in the Company’s filings with the various provincial securities regulators.  The Company 

disclaims any intention or obligation to publicly update or revise any forward-looking statements or forward-

looking information, whether as a result of new information, future events or otherwise, except as required 

by applicable law. Readers should not place undue reliance on the Company’s forward-looking statements. 
 

 

CORPORATE STRUCTURE 

 

The Company was incorporated as “Calian Technology Ltd” under the Canada Business Corporations Act 

pursuant to Articles of Incorporation dated September 27, 1982. The articles of the Company were amended 

on January 12, 1984, December 23, 1988 and April 21, 1992 in each case to amend the provisions of the 

share capital of the Company. On September 2, 1993, the articles of the Company were amended to amend 

the provisions of the Company’s share capital and to change the Company’s name to “Calian Technologies 

Ltd.”. The articles of the Company were further amended on September 14, 1993 to remove certain “private 

company restrictions” contained therein. On March 14, 2003, the articles of the Company were further 

amended to permit the directors of the Company to appoint additional directors as permitted under the 

Canada Business Corporations Act.  The Company’s articles were most recently amended on March 11, 

2005 to change its name to “Calian Technologies Ltd.”  

 

The registered office of the Company is located at 340 Legget Drive, suite 101, Ottawa, Ontario, K2K 2Y6.   

 

The Company has the following operating subsidiaries:  

 

 Calian Ltd., located in Ottawa, Ontario and incorporated under the laws of Canada; and 

 Calian Technologies (US) Ltd., located in Manassas, Virginia and incorporated under the laws of the 

State of Delaware. 

 

Each subsidiary is wholly owned by the Company.  Unless the context otherwise requires, the “Company” or 

“Calian” refers to Calian Technologies Ltd. together with its subsidiaries.   

 



Calian Technologies Ltd. Annual Information Form 2011 

2 

GENERAL DEVELOPMENT OF THE BUSINESS 

Calian was founded in 1982 as a consulting firm providing quality assurance services to Canadian high 

technology companies.  The Company has grown through a combination of strategic acquisitions and sales 

and marketing initiatives to sales of $227 million in fiscal 2011 and is now focused on the provision of 

systems engineering and business and technology services to industry and government.  The Company enters 

fiscal year 2012 with an order backlog of $703 million, of which approximately 26% pertains to fiscal 2012 

and 20% pertains to fiscal year 2013.   

 

2009 Fiscal Year 

 

During fiscal 2009, Company’s systems engineering division (“SED”) revenues increased by 27% from the 

preceding fiscal year primarily as a result of a healthy satellite market and solid levels of business with 

Inmarsat, Hughes Network Systems, DRS, and KDS. During fiscal 2009, the Company’ business and 

technology services division (“BTS”) revenues increased by 14% as a result of organic growth with several 

of the division’s long standing customers aided by new contract wins within the Outsourcing Department 

with the Canadian Department of National Defence. 

 

During fiscal 2009, the Company purchased for cancellation 472,400 of its outstanding Common Shares 

under normal course issuer bids for an aggregate purchase price of $4,933,000. 

 

2010 Fiscal Year 

 

During fiscal 2010, SED revenues decreased by 15% from the preceding fiscal year and as expected, 

revenues are back to more traditional levels of activity in both the satellite engineering and contract 

manufacturing sectors due to the completion or near-completion of several large contracts in 2009 and 

decreased demand in the custom manufacturing area.  BTS did not see any revenue growth in fiscal 2010. 

Although improvements were realized in some areas this year, belt-tightening by government departments 

midway into the year and the completion of a certain contract that will not be re-competed until later were 

the main contributor to the absence of revenue growth for the year. 

 

During fiscal 2010, the Company purchased for cancellation 147,950 of its outstanding Common Shares 

under normal course issuer bids for an aggregate purchase price of $2,578,000. 

 

2011 Fiscal Year 

 

During fiscal 2011, SED revenues increased by 3% from the preceding fiscal year with continued stability in 

the satellite industry and although the project mix has changed, the overall level of activity is consistent with 

the previous year.  BTS revenues increased by 6% with additional revenues derived from new contracts and 

steady activity on existing long-term contracts realizing gains in both its outsourcing and staffing groups.  

 

During fiscal 2011, the Company purchased for cancellation 81,600 of its outstanding Common Shares under 

normal course issuer bids for an aggregate purchase price of $1,488,000. 

 

Management expects that the marketplace over the next year will continue to be very competitive. The 

market conditions for SED are expected to continue to be positive and present new opportunities, although 

the related timing is always subject to change.  Current BTS backlog will provide a solid level of activity on 

existing contracts and new opportunities are expected to arise, although potential government cutbacks could 

have an impact. The timing of future contract awards and customer demand will ultimately determine 

revenues for the next year.  
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DESCRIPTION OF THE BUSINESS 

The Company sells business and technology services to industry and government in Canada and around the 

world.  Calian provides customers with access to a team of over 2,400 engineers, telecommunications and 

information technology, training, trades, health services professionals and other qualified staff. The Company 

has built a combination of specialized internal capabilities coupled with a large reservoir of externally 

available talent. These resources provide Calian with the ability to promptly assist customers to implement 

their diverse needs through the timely assembly and deployment of teams of professionals with the requisite 

capabilities. The Company experiences repeat business and a large number of contract renewals due, in part, 

to the Company’s successful delivery and execution of projects. With efficient and flexible operating 

processes, the Company has been able to profitably address lower margin business without compromising 

quality or performance, thereby further distinguishing the Company from its competitors.  

 

The Company operates in two segments defined by their primary type of service offering, namely SED and 

BTS.  SED plans, designs and implements solutions to meet clients’ specific business and technical needs for 

many of the world’s space agencies and leading communications satellite manufacturers and operators.  BTS 

works to augment clients’ workforces with flexible short and long-term placements of personnel, recruitment 

and outsourcing of engineering and other skilled professionals and provides long-term management of projects, 

facilities and client business processes.  

 

The Company evaluates performance and allocates resources based on earnings before interest and income 

taxes.  The Company’s accounting policies are described in the significant accounting policies in the notes to 

the Company’s audited financial statements for its financial year ended September 30, 2010 contained in the 

Company’s 2010 Annual Report. 

 

The Company’s revenues are derived from the following geographical segments: 

 2011 2010 

Canada 78% 77% 
United States 12% 13% 
Europe 10% 10% 

 
Revenues are attributed to countries other than Canada based on the location of clients.  No significant assets 

of the Company are held outside of Canada. Revenues from various departments and agencies of the Canadian 

federal government represented 60 % (64%) of the Company’s total revenues in fiscal2011 (2010). Both of the 

Company’s divisions conduct business with this major customer.  

 

Systems Engineering Division 

SED’s core business is the provision of communication systems. SED benefits from over 45 years of 

experience in its industry.  The primary market is satellite communications sector where SED serves satellite 

manufacturers, operators and service providers around the world. SED also provides satellite operations 

services to government and commercial clients in the same market sector.  The other market is in the 

defence/security and high-end telecommunications industry where SED provides small to medium volume 

manufacturing services.   

 

SED generally acts as a systems integrator, working with its clients on a project basis to develop custom 

systems tailored to specific operational requirements. SED strives to reuse system architecture, core software 

modules, core hardware modules and custom hardware designs from one project to another as much as 

possible to reduce development time, cost and technical risk.  

 

SED’s core competencies that combine to differentiate it from its competitors include strong project 

management capability and experience, engineering know-how in systems, radio frequency (“RF”), high-

speed logic and software disciplines, and a “cradle-to-grave” full service approach to fully address client 
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needs throughout project life cycles.  These same core competencies are applied to SED’s satellite operations 

services and manufacturing services that provide high-reliability, low-volume production of complex 

systems. 

 

Approximately 75% of SED’s annual revenues are from export sales. The business is characterized by long-

term, fixed price contracts, won through competitive tenders, many spanning more than one fiscal year and 

often containing a high proportion of non-labour costs.  In certain cases, the sale and installation of systems 

can lead to subsequent operations and maintenance support contracts. 

 

SED’s clients include major satellite manufacturers, operators and service providers worldwide and its 

systems are now operating on six continents. SED also provides contract manufacturing services to 

telecommunications, aviation and military customers in North American markets. Systems and services are 

provided through three business units: Network Management Systems; Communications Systems; 

Manufacturing, Test and Operations Services. 

 

Where possible, SED’s systems are developed using highly reliable, commercially available equipment from 

quality suppliers. As certain unique sub-assemblies are considered sole source, SED is highly reliant on its 

supplier base. 

 

Network Management Systems  

SED’s Network Management business unit provides network –level access and control solutions for satellite 

communications networks.   These high quality systems attend to all levels of management including 

business, service, network and element management.  Most solutions take the form of high availability real-

time systems that either monitor the network or provide satellite access to common terrestrial 

telecommunications infrastructure.  This unit also provides complex non real-time software used to analyse 

and optimize resource utilization within a customer’s network.  

 

This business has a set of products that can be sold standalone or be used to make SED’s Network 

Management solutions more cost effective.  SED’s Mon-A-Co Monitor and Control System is used primarily 

by satellite operators to directly and remotely control and co-ordinate their RF stations around the world. The 

Decimator Spectrum Analyser is manufactured by SED to perform RF spectrum monitoring.  SED’s high-

speed logic communications hardware is used to provide both custom and commercial off-the-shelf 

communications solutions. 

 

Communications Systems  

The Communications Systems business unit provides sophisticated ground based systems used for 

communications and control of spacecraft for commercial and government applications.  Key products for 

this unit are complex RF earth stations and Digital Radio Satellite Uplink systems.  

 

RF Systems: These systems provide a radio frequency link from an earth station to an orbiting satellite for 

control and monitoring of the spacecraft and for communications traffic. The 35 metre antennas that SED is 

providing to the European Space Agency for use with their deep space missions is an example of a complex 

RF system provided to a government organization.  Other examples are the telemetry, tracking and control 

(TT&C) and communications systems provided to Inmarsat, Light Squared and Terrestar. 

 

Digital Radio Uplink systems: These are ground based components of a satellite based digital radio network. 

These components include uplink delivery systems, authorization systems and ancillary terrestrial repeaters.  
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Manufacturing, Test and Operations Services  

The Manufacturing, Test and Operations Services business unit is essentially comprised of the following 

three micro business areas. 

 

Contract Manufacturing  

SED manufactures various assemblies according to customer’s designs and specifications. SED’s 

manufacturing operation produces high quality commercial, military and aerospace equipment in low to 

medium volumes. Capabilities include surface mount technology, circuit card assembly, wire harness and 

cable assembly, automated testing and environmental stress screening.  

 

Test Solutions  

These products verify the proper operation of communications payloads during factory integration and on-

orbit. SED is a major supplier of in-orbit test systems in the commercial satellite marketplace due to its 

provision of an affordable base product which incorporates SED’s significant legacy of measurements 

developed over the last 20 years.  SED applies its RF and test expertise to assess the needs of 

telecommunications equipment companies and provide innovative systems to meet their requirements. For 

example, SED provides test systems to RIM for use in the manufacturing of their popular Blackberry 

smartphone. 

 

Satellite Operations  

SED controls and monitors RADARSAT, Canada’s first remote sensing satellite, in orbit under contract to 

the Canadian Space Agency. A team of over 40 Calian engineers and technicians provide their expertise in 

payload and bus engineering analysis, orbit prediction and maintenance, and payload scheduling and 

commanding at the Canadian Space Agency’s Mission Control Centre and a telemetry, tracking and 

command facility adjacent to SED’s building in Saskatoon. SED also plays a key role in the operation of 

Radarsat 2, a next generation earth observation satellite owned by MDA. SED also provides satellite 

operations for CIEL, a Canadian company providing satellite communications capacity using a 

geosynchronous communications satellite. Recently, SED has provided equipment hosting services for 

LightSquared Communications, a U.S. company providing satellite communications capacity.  

   

Business and Technology Services Division 

BTS assists clients by providing recruiting and placement services, strategic long-term outsourcing services 

and per-diem staffing services. The division's services are targeted to the following specific domains: 

 

 IT Professional Services: Information Technology professionals across varied technologies; 

 Health: Doctors, nurses, dentists, and numerous other healthcare practioners; 

 Operations and Maintenance: Trades workers, engineering and facilities management personnel; 

 Training: Instructors, teachers, role players for both classroom and synthetic training environments.  

 

BTS provides its services to clients through long-term contracting arrangements that typically last for more 

than one year and usually provide clients with options to renew or extend the periods of contracts. These 

long-term arrangements take the form of qualified vendor lists, standing offers, supply arrangements, 

managed service arrangements and formal contracts for service.  These arrangements are usually won in a 

competitive environment in response to a formal request for proposal issued by BTS’s clients. BTS prepares 

prices and submits a formal response to client requests and, if selected as the preferred vendor, is often 

awarded a multi-year contracting vehicle to supply its services.  

 

BTS’s core competencies are in the area of contract and program management delivery, recruiting, and 

proposal writing.  This expertise provides a strong competitive position in the overall services market.  
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The market for the individual service offering is very broad and competitive with numerous companies 

supplying service offerings similar to Calian. These competitors are comprised of local or regional small and 

medium sized enterprises that typically supply one or two similar services into a specific niche market, or 

large multinational firms that specialize in either outsourcing (such as the CGI Group Inc. and 

PricewaterhouseCoopers LLP) or staffing (such as Manpower Inc., Valcom, Adga and  the Adecco Group).  

 

While government spending is under tight controls and slightly unpredictable, business does exist for 

companies who have the financial strength to weather these down periods and the discipline to adjust costs to 

declines in revenue. BTS’s development of strong back office capabilities, centred on an SAP based 

management information system, its emphasis on continuous improvement and on business development 

ensures that it is able to identify and win new business opportunities and accommodate that new business in a 

scalable fashion.  

 

Outsourcing 

BTS’s Outsourcing Services offerings provides its clients the opportunity to focus on what they do best by 

providing resources to perform a variety of functions on a multi-year contract basis.  The Company’s team of 

outsourcing managers supported by rigorous processes, modern technology and a continuous improvement 

management system, deliver cost effective, high quality services to the Company’s clients.   

 

BTS’s outsourcing clients, primarily Canadian federal public sector departments, benefit from a cost-

effective service, which allows them the ability to focus their vital resources on key organizational priorities.  

The depth of BTS’s skills and its ability to develop full partnerships with its clients means BTS is an 

effective contributor to the success of each of its outsourcing clients.  The Company takes a long-range view 

of each client’s success by working to anticipate its respective needs, and delivering new capabilities when 

required on existing programs.   

 

Staffing 

BTS’s Staffing Services offerings provide its private and public sector clients an effective solution to 

managing the ebb and flow of their human resources needs. Founded on the premise of “just-in-time” or 

flexible staffing, BTS provides contract resources to augment the efforts of clients’ internal teams. Whether 

their requirement is for a day, a week or a year, BTS’s Staffing services ensure that the company resource 

solution meets both the business requirements and fits with the Company’s clients’ respective corporate 

cultures.  

 

BTS’s Staffing options include hourly resources, contract professionals, permanent/executive search services 

and contract-to-hire service packages. The Company’s success in the marketplace is due to the Company’s 

ability to deliver consistent value to its clients on short notice in a highly competitive market. The 

Company’s Staffing teams in Ottawa, Toronto, and Montreal work to ensure complete client satisfaction and, 

as a result, contractor/staff retention. The Staffing business unit continually builds and maintains an 

inventory of as-and-when required resources to supplement our clients’ staff.  

 

The Market 

Industry and government have been adopting new approaches and technologies for many decades and the 

Company expects that they will continue to do so in the foreseeable future. This trend is not expected to 

change as customers continue to look for better and more efficient ways of operating their businesses. 

 

With the ever increasing push to “do more with less”, organizations are faced with significant requirements 

to balance their workforces and deploy systems that minimize ongoing operational costs.  In addition, these 

same organizations are seeking operational efficiencies through the use of suppliers and outsourcing 

companies so as to ensure that they can focus on their core business activities.  
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Strategy 

The Company benefits from many years of experience in its various markets and has a team of more than 

2,400 professionals who offer a diverse combination of services.   

 

The Company’s strategy is to operate in niche markets and it plans to continue to focus its business 

development efforts on targeting clients requiring specialized technology and business services.  

 

The Company believes that its specialization and past experiences within the telecommunications industry 

and Canadian government, specifically the Department of National Defence, leaves it well positioned to 

continue to capitalize on the technical, staffing and outsourcing service requirements within these important 

market segments. 

 

The Company intends to achieve and maintain profitable growth primarily through an increase in its existing 

business base.   Specifically, the division will focus on the following key actions: 

 Protect backlog and organically grow business;  through delivery excellence and high customer 

satisfaction, the Company will maintain current client relationships and look for opportunities to provide 

additional  value added services; 

 Diversify client base and grow into new targeted sectors; The Company will attempt to diversify its 

revenue and client base so as to ensure a revenue mix that will produce optimal profitability over the long 

term; 

 Evolve service lines; Expand the capabilities of Company services to increase the value and scope of our 

service offerings; 

 Improve back office scalability via a continuous process improvement culture; The Company will 

continue to optimize its operations to ensure that gross margins are maximized while overhead expenses 

and indirect costs of the operation are maintained. 

 

Sales and Marketing 

In SED, commercial contracts for ground control equipment systems are typically awarded by open or 

selective tender based on complex and detailed requests for proposals.  The Company’s business 

development efforts together with its reputation and industry relationships ensure that it is included on lists 

of bidders.  The Company visits existing clients on a regular basis to maintain a presence with them and also 

participates in trade shows and trade organizations.   Due to the fact that revenues are generally nonrecurring 

and project based, significant volatility can be experienced in the revenues of the SED division. 

 

The majority of BTS’ business is won in a competitive environment responding to large, technically complex 

requests for proposals. The company has developed a very skilled team of business development and 

proposal writing professionals that identifies tracks and responds to these openly competed opportunities. 

BTS also employs a direct sales force with specific sales goals.  Through a large contact base, excellent 

client service, the provision of value added services and constant contact with clients; BTS experiences a 

large percentage of repeat business.  New opportunities are sought out regularly and when required a 

strategic alliance is sought with the most appropriate teaming partner.  The Company has successfully 

teamed with a large number of consulting and staffing services firms in this area. Currently more than 78% 

of the BTS revenue base consists of multi-year contracts providing for a stable revenue base. 

 

Competition 
For SED, competition varies by market and by product type. The Company often competes with its clients, 

as there is usually a make versus buy decision. Some of the key competitors in this sector are Alcatel-Lucent, 

Thrane & Thrane, General Dynamics, and Globecomm Systems Incorporated.  
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The Company competes for contracts on the basis of system design, flexibility, price, delivery capability and 

reputation. Procurement is generally by open tender, except in the case of system upgrades, and often attracts 

three or more qualified bidders.  

 

In the domestic defence market, the Company faces considerable competition not only from other 

subcontractors, but also from prime contractors. Nevertheless, management believes that the Company will 

sustain its share of the market through strategic teaming arrangements and competitive advantages, including 

its reputation for quality, favorable labour costs and military communications systems engineering and 

manufacturing capability.  

 

Within the BTS market, Calian competes with a large number of small firms as well as larger outsourcing 

companies such as the CGI Group Inc., and larger staffing companies such as Manpower Inc. and the Adecco 

Group. 

 

The Company’s competitive advantages are its low cost structure, which enables the Company to be very 

competitive in pricing, its strategy to focus the marketing efforts on specialized niches where the Company 

can create barriers to entry for those that may wish to compete with the services it provides and in its 

continuous improvement management environment that optimizes both operational flexibility and efficiency. 

 

Research and Development 

The Company expenses research costs as incurred and defers development costs once technical feasibility 

has been established and all criteria for deferral under Canadian generally accepted accounting principles are 

met.   

 

The Company’s most effective means of developing saleable systems is to win a contract on a competitive 

basis and expend the necessary development funds to complete the contract.  After building an initial system, 

the Company then possesses a core technology, which can be applied to other contracts in order to enhance 

profits or competitiveness.  This process has been used by the Company for the development of many of the 

systems it currently sells. 

 

Consistent with the focus on specialized technology and business services, the Company does not expect to 

undertake significant research and development expenditures that are not funded by clients.  Accordingly, 

any unfunded research and development undertaken will be to ensure that the Company’s services remain 

competitive in the market.  

 

Employees 

As at September 30, 2011, the Company had approximately 2,400 employees, 250 of whom are personnel of 

SED and the balance of whom are employed within BTS.  A fundamental strategy of the Company is to 

maintain, as far as possible, a flexible workforce that can adapt to the changing requirements of its clients.  

Under this approach, it is necessary to maintain a significant number of employees as contract employees. 

 

Facilities 

The Company maintains facilities in Ottawa, Toronto, Edmonton, Montreal, Kingston, Oromocto, Halifax 

and Saskatoon in Canada, and in Manassas, Virginia, and Phoenix, Arizona in the US.  All of the offices are 

located in rented premises. As at September 30, 2011, the net value of the Company’s equipment was $4.1 

million. 
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Risk Factors 

The Company is subject to a number of risks and uncertainties that could significantly affect the Company’s 

financial condition and future results of operations. Risk management is an integral part of how the Company 

plans and monitors the business strategies and results and we have embedded risk management activities in 

the operational responsibilities of management and made them an integral part of our overall governance, 

organizational and accountability structure. The Systems Engineering and Business and Technology Services 

divisions face some or all of the following risks and uncertainties:  

 

Competition for contracts within key markets  

The markets for the Company’s services are intensely competitive, rapidly evolving and subject to 

technological changes. The principal competitive factors in the Company’s markets are quality, performance, 

price, timeliness, customer support and reputation. The Company has a disciplined approach to management 

of all aspects of its business. The Company is a proponent of quality management; SED is registered under 

ISO 9001-2008 standards and BTS is accredited at Level 4 of the Progressive Excellence Program by the 

National Quality Institute (now known as Excellence Canada). This approach to management was developed 

to help the Company ensure that its employees deliver services consistently according to the Company’s high 

standards and based on strong values underlying its client-focused culture.  

 

The availability of qualified professionals  

Competition from other firms has a two-fold impact on the Company. The Company must not only vie for 

qualified employees for its own operations but must have ready access to a large pool of qualified 

professionals to satisfy contractual arrangements with customers. The Company mitigates these factors 

through a number of means. The Company’s performance driven remuneration policies and its favorable 

working environment are conducive to attracting ambitious, qualified professionals. As a supplier of 

professional employees through outsourcing contracts, the Company regularly establishes relationships with 

a significant number of professionals in key markets.  

 

Performance on fixed-price contracts  

A large percentage of SED’s contracts are based on a fixed price for the provision of a specified service or 

system against an agreed delivery schedule. These fixed-price contracts at times involve the completion of 

large-scale system engineering projects. There is a risk in all fixed-price contracts that the Company will be 

unable to deliver the system within the time specified and at the expected cost. The Company employs 

sophisticated design and testing processes and practices, which include a wide range of stringent factory and 

on-site acceptance tests with criteria and requirements jointly developed with the customer. However, non-

performance could result in a customer being in a position to terminate the contract for default, or to demand 

repayments or penalties. Program management methodologies have been implemented to adequately manage 

each project and any customer change, and to identify and mitigate potential technical risks and related cost 

overruns. In addition, the Company employs procedures to ensure accurate estimating of costs and performs 

regular detailed reviews of progress on each project. 

 

Non-performance of a key supplier or contractor  

The Company’s business is often dependent on performance by third parties and subcontractors for 

completion of contracts for which the Company is the prime contractor. Subcontractors for large systems are 

selected in concurrence with the customer’s requirements, and if not directed by the customer, are selected 

through a competitive bid or negotiated process. Most major development subcontracts are established as 

fixed-price contracts. The Company believes that these subcontractors have an economic incentive to 

perform such subcontracts for the Company. However, no company can protect itself against all material 

breaches, particularly those related to financial insolvency of the subcontractors or to cost overruns by 

subcontractors. Risks include a significant price increase in those few subcontracts that are not fixed-price, 

delay in performance, failure of any major subcontractor to perform or the inability of the Company to obtain 
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replacement subcontractors at a reasonable price. The performance of key subcontracts is closely monitored 

as part of the Company’s project management process to promptly identify potential issues and develop 

remedial actions.  

 

Rapidly changing technologies and customer demands  

The markets in which the Company operates are characterized by changing technology and evolving industry 

standards. The Company keeps pace with developments in the industries it serves and actively monitors the 

evolution of these markets, thus ensuring that it can meet the evolving needs of its clients. The Company 

achieves this by continually recruiting professionals in high demand positions and providing regular training 

to ensure employee skills remain current. The Company’s ability to anticipate changes in technology, 

technical standards and service offerings will be a significant factor in the Company’s ability to compete or 

expand into new markets.  

 

Government contracts  

During 2011, approximately 61% of the Company’s total revenues were derived from contracts with the 

Canadian government and its agencies. The government may change its policies, priorities or funding levels 

through agency or program budget reductions or impose budgetary constraints. Furthermore, contracts with 

governments, including the Canadian government, may be terminated or suspended by the government at any 

time, with or without cause. Although in the past the Company has not experienced any significant 

cancellations of previously awarded contracts by the Canadian government, there can be no assurance that 

any contract with the government will not be terminated or suspended in the future.  

 

Backlog 

Most fee for service contracts provide the customer with the ability to adjust the timing and level of effort 

throughout the contract life and as such the amount actually realized could be materially different from the 

original contract value. At September 30, 2011 the Company’s backlog included $125 million of contract 

value in excess of the current estimated utilization levels. Should additional customer requirements for the 

Company’s services under these contracts not materialize, this excess will not be realized. 

 

Credit risk concentration with respect to accounts receivable  

As the Company grows, it monitors the concentration of its business in its various segments and with 

particular customers. In management’s opinion, the fact that the Company operates in two segments that 

provide some diversification of its customer base mitigates the potential impact on earnings and cash flow of 

problems related to an individual sector or customer. 

 

Insufficient or inappropriate mix of work for fixed labour resources  

Virtually all employees of SED are full time staff and represent a broad spectrum of unique skill sets. 

Accordingly, SED strives to secure sufficient labour sales that adequately match the skill sets. SED’s 

business development practices are designed to dynamically adjust pursuits of contracts to address the 

sufficiency and mix of available resources.  

 
Operational risk  

Operational risk is managed through the establishment of effective infrastructure and controls. Key elements 

of the infrastructure are qualified, well-trained personnel, clear authorization levels and reliable technology. 

Controls established by documented policies and procedures include the regular examination of internal 

controls by internal employees as well as our auditors, segregation of duties, and financial management and 

reporting. In addition, the Company maintains insurance coverage and contingency plans for systems failures 

or catastrophic events.  
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Foreign currency risk  

The Company operates internationally with approximately 22% of its business derived from non-Canadian 

sources. A substantial portion of this international business is denominated in major foreign currencies and 

therefore the Company’s results from operations are affected by exchange rate fluctuations of these 
currencies relative to the Canadian dollar. The Company uses financial instruments, principally in the form 

of forward exchange contracts, in its management of foreign currency exposures. At September 30, 2011 the 

Company had various forward exchange contracts, which are explained in Note 19 to the Company’s 

consolidated financial statements for the year ended September 30, 2011. The strengthening of the Canadian 

dollar relative to other foreign currencies may negatively impact the Company’s competitiveness and 

increase pressure on margins for new work.  

 

Sufficiency of insurance  

The Company carries various forms of insurance to protect itself from a variety of insurable risks. However, 

such coverage may not be sufficient in extreme circumstances and accordingly there exists a risk to the 

Company. While the Company cannot reasonably insure itself for all events, it regularly reviews the 

availability, scope and amounts of coverage with its professional advisors and implements an approach 

balancing both cost and risk. 

 

Medical malpractice  

As a result of the Company executing the health services support contract for the Department of National 

Defence, the Company is subject to risks associated with the medical profession. In order to mitigate such 

risks to the degree possible, the Company has obtained medical malpractice and professional liability 

insurance in accordance with the terms of this contract. In addition, it is a condition of employment for 

doctors, dentists and other medical professionals to maintain appropriate credentials, be in good standing 

with their medical associations and obtain medical malpractice insurance from their respective association.  

 

Political and trade barriers  

Revenues on certain projects are derived from customers in foreign jurisdictions and are subject to trade and 

political barriers relating to the protection of national interests. These barriers could have an adverse effect 

on our ability to win repeat business and attract new customers.  

 

Consolidation of customer base  

The satellite industry has experienced both restructuring and consolidation. As the newly formed entities 

focus on optimizing cash flows and gaining economies of scale, opportunities for systems integrators may be 

diminished thereby creating a very competitive environment with commensurate pressure on margins.  

 

DIVIDENDS 

Calian’s Board of Directors (the “Board”) has declared and paid the following dividends over the last 3 

years: 

 Fiscal 2011 Fiscal 2010 Fiscal 2009 

Quarter 1 $0.22 $0.17 $0.15 
Quarter 1 special dividend       - $1.00       - 

Quarter 2 $0.25 $0.20 $0.15 
Quarter 3 $0.25 $0.20 $0.17 
Quarter 4 $0.25 $0.22 $0.17 

 

The Company intends to continue to declare quarterly dividends in line with its overall financial performance 

and cash flow generation, but there can be no assurance as to the amount or payment of such dividends in the 

future. Decisions on dividend payments are made on a quarterly basis by the Board.  
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DESCRIPTION OF CAPITAL STRUCTURE 

The Company is authorized to issue an unlimited number of Common Shares and an unlimited number of 

preferred shares (“Preferred Shares”). The holders of Common Shares are entitled to dividends if, as and 

when declared by the Board, to one vote per share at the meetings of holders of Common Shares and, upon 

liquidation, to receive such assets of the Company as are distributable to the holders of the Common Shares. 

The Preferred Shares may be issued in one or more series and the directors are authorized to fix the number 

of shares in each series and to determine the designation, rights, privileges, restrictions and conditions 

attached to the shares of each series. The Preferred Shares are entitled to a priority over the Common Shares 

with respect to the payment of dividends and the distribution of assets upon liquidation of the Company. No 

Preferred Shares have been issued as of the date of this Annual Information Form. 

 

MARKET FOR SECURITIES 

Calian’s Common Shares are listed and posted for trading on the Toronto Stock Exchange under the symbol 

“CTY”. The volume of trading and price ranges of the Common Shares for the periods indicated are set forth 

in the following table: 

 
Fiscal 2011 Volume High Trading Price Low Trading Price 

October 2010 45,000 $   19.10 $   18.45 
November 2010 124,800 $   19.20 $   18.00 
December 2010 139,800 $   18.55 $   17.95 
January 2011 245,300 $   18.75 $   18.00 
February 2011 177,800 $   18.84 $   18.00 
March 2011 130,500 $   18.52 $   18.00 
April 2011 43,500 $   18.92 $   18.11 
May 2011 70,600 $   19.19 $   18.55 
June 2011 70,000 $   19.20 $   18.67 
July 2011 89,800 $   20.84 $   18.79 
August 2011 153,200 $   20.20 $   18.00 
September 2011 56,000 $   18.29 $   17.05 

 

 

DIRECTORS AND OFFICERS 

 

Directors 

The members of the Board are elected each year at the annual meeting of the shareholders of the Company.  

The next annual meeting of the shareholders will be held on February 10, 2012.  The following table presents 

the name, municipality of residence, period of service and principal occupation of each of the current 

directors of the Company. 

 
Name and Residence  Director since:  Principal Occupation(s) within the 5 preceding years 

 
Larry O’Brien 
Ontario, Canada 

  
1982 

  

Consultant 

Municipal politician, Dec.1, 2006 to Dec.1, 2010 

 

 
Kenneth J. Loeb 

(1)  

Ontario, Canada 

  
2001 

  

Chief Executive Officer, Loeb Packaging Ltd.; 

Chairman of Calian Technologies Ltd. 
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Name and Residence  Director since:  Principal Occupation(s) within the 5 preceding years 

 
William Hewson 

(2)  
Ontario, Canada 

  
2003 

  
Consultant 

 
Richard Vickers, FCA 

(3) 
Ontario, Canada 

  
2003 

  
Consultant,  R. A. Vickers Management Inc. 

 
 

David Tkachuk 
(4) 

Saskatchewan, Canada 

  
2003 

  
Member of the Senate of Canada 

 
Raymond Basler, 
Saskatchewan, Canada 

  
2005 

  
President and Chief Executive Officer of  
Calian Technologies Ltd. 

 
Paul Cellucci, 
Massachusetts, USA 

  
2007 

  
Special Counsel to McCarter & English, LLP 
 

 

NOTES:
 

(1) Chairman of the Corporation and Chairman of the Nominating Committee 

(2) Chairman of the Governance Committee 

(3) Chairman of the Audit Committee 

(4) Chairman of the Compensation Committee 

 

Mr. Loeb, Mr. O’Brien, Mr. Vickers, Mr. Hewson, Senator Tkachuk and Mr. Cellucci are the members of the 

Governance Committee, the Audit Committee and the Compensation Committee of the Board. Mr. Loeb, Mr. 

O’Brien and Mr. Hewson are members of the Nominating Committee. Mr. Basler is not a member of any 

committee of the Board. 

 

Except as set forth below, the above-mentioned persons have held the principal occupations set below their 

names or other management functions within their respective organizations for the last five years. 

 

LARRY O’BRIEN was Mayor of the City of Ottawa from December 1, 2006 to December 1, 2010. 

 

RICHARD VICKERS was Chief Operating Officer of Borden Ladner Gervais LLP until December 31, 

2009. 

 

Officers 

The following table presents the name, municipality of residence and position held by each of the executive 

officers of the Company. 

 
Name and Residence  Position with Calian 

 
Raymond Basler 
Saskatchewan, Canada 

  
President and Chief Executive Officer 
 

 
Jacqueline Gauthier 
Quebec, Canada 

  
Vice President, Chief Financial Officer 
and Corporate Secretary 

 
Kevin Ford 

  
Vice President and General Manager,  
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Name and Residence  Position with Calian 

Ontario, Canada Business and Technical Services Division 
 
Brent McConnell 
Saskatchewan, Canada 

  
Vice President and General Manager, 
Systems Engineering Division 

 
All of the above-mentioned persons have held the principal occupation for the last five years except for 

Kevin Ford who was Partner Public Sector with IBM Global Business Services at IBM Canada Ltd. until 

October 1, 2010. 

 

Mr. McConnell will retire from the Company at the end of 2011 and effective October 1, 2011, Patrick 

Thera, who has in excess of 25 years experience with the Systems Engineering Division, will assume the role 

of Vice President and General Manager, Systems Engineering Division.     

 

As of December 22, 2011 the directors and officers of the Company as a group, beneficially own, directly 

and indirectly, or exercise control of 284,066 or 3.7% of Calian’s Common Shares. 

 

No director or executive officer of Calian and, to the knowledge of the Company, no shareholder holding a 

sufficient number of securities of Calian to materially affect its control is or was, in the 10 years preceding 

the date of this Annual Information Form, a director or executive officer of any company that was, while that 

person was acting in that capacity, (a) the subject of a cease trade or similar order or an order that denied any 

such company access to any exemption under securities legislation for a period of more than 30 consecutive 

days, (b) subject to an event that resulted, after such person ceased to be a director or executive officer, in 

such company being the subject of any such order or (c) within a year of such person ceasing to act in that 

capacity, became bankrupt, made a proposal under any bankruptcy or insolvency related legislation or was 

subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, 

receiver manager or trustee appointed to hold its assets. 

 

No director or executive officer of Calian and, to the knowledge of the Company, no shareholder holding a 

sufficient number of securities of Calian to materially affect its control, within the 10 years preceding the 

date of this Annual Information Form, has became bankrupt, made a proposal under any bankruptcy or 

insolvency related legislation or was subject to or instituted any proceedings, arrangement or compromise 

with creditors or had a receiver, receiver manager or trustee appointed to hold its assets. 

 

AUDIT COMMITTEE 

 

Audit Committee Charter 

The text of the Company’s Audit Committee Charter is attached at Appendix “A” to this Annual Information 

Form. 

 

Composition 

The Audit Committee members are Mr. Richard Vickers (Chairman), Mr. Ken Loeb, Mr. Bill Hewson, 

Senator Tkachuk, Mr. Paul Cellucci and Mr. Larry O’Brien. All of the committee members are independent 

and financially literate. 

 

Education and Experience 

Mr. Richard Vickers is an FCA with over 40 years of experience in the financial field. Prior to his recent 

position with Borden Ladner Gervais LLP, Mr. Vickers worked at PricewaterhouseCoopers LLP from 1965 

to 1998, including as an audit partner from 1973 to 1998. Mr. Vickers holds a Bachelor of Arts degree from 

Carleton University. 
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Mr. Kenneth Loeb is a graduate of Osgoode Hall Law School and maintained a private law practice for ten 

years. He is currently Chief Executive Officer of Loeb Packaging Ltd. and deals on a daily basis with 

accounting issues including issues related to internal controls and financial reporting. Mr. Loeb is also a 

director of three private companies whose aggregate annual gross revenues exceed $45 million. 

 

Mr. Bill Hewson holds engineering degrees from the Royal Military College and the University of Toronto. 

In his military and public service careers he has held a variety of positions with operational responsibility for 

sizeable budgets. He is also a director of two private entities. 

 

Senator Tkachuk has many years of private business experience. From 1975 to 1979, Senator Tkachuk was 

Executive Director of the Progressive Conservative Party of Saskatchewan, in which one of his duties was 

managing the financial affairs and financial reporting of the party to its membership and to the government 

of Saskatchewan. From 1994 to 1997, Senator Tkachuk was Chairman of the Senate Finance Committee and, 

from 1997 to 2004, Vice-Chairman of the Senate Committee on Banking, Trade and Commerce. From 2001 

to 2004, Senator Tkachuk was the chairman of the audit committee and a member of the board of directors of 

Blackstrap Hospitality Corporation, a company publicly traded until June 2, 2005. Senator Tkachuk is 

currently a director of Cline Mining Corporation and Passeport Energy Ltd. 

 

Mr. Paul Cellucci graduated from the Boston College School of Management in 1970 with a major in 

accounting and received a law degree from the Boston College Law School in 1973. Mr. Cellucci has also 

worked with businesses to expand their growth opportunities both nationally and internationally. Mr. 

Cellucci is a special counsel to McCarter & English LLC in their Boston office.   

 

Mr. Larry O’Brien has many years of business experience. He is the founder of Calian and was its CEO for 

more than 20 years and as such is intimately knowledgeable of the financial affairs of the Company. As the 

Mayor for the City of Ottawa between 2006 and 2010, Mr. O’Brien dealt on a daily basis with financial 

issues. 

 

Pre-Approval of Non-Audit Services 

The following describes the Company’s policy relating to the engagement of the external auditors for the 

provision of non-audit services. 

 

When requiring the use of accounting and taxation and other consulting services, the Company will not 

utilize the services of its current external auditor where the delivery of the service may create a potential or 

perceived conflict of interest. Consulting services, which require subsequent external auditing, cannot be 

performed by the Company’s auditors. For greater clarity, the following consulting services do not present a 

conflict of interest: advice relating to the accounting treatment of new GAAP pronouncements or services 

ancillary to the audit; preparation of corporate tax returns; and advice on tax related matters. 

  

At each quarterly Audit Committee meeting, the Chief Financial Officer will request the Audit Committee to 

approve the non-audit services expected to be performed by the external auditor during the next quarter. If 

during the quarter, additional requirements are identified, the Chief Financial Officer will obtain a separate 

approval from the Audit Committee prior to the work commencing. To ensure that all services performed by 

the external auditors are approved in accordance with this policy, management must discuss their 

requirements with the Chief Financial Officer prior to any work commencing. 

 

In addition, at each quarterly audit committee meeting, the Chief Financial Officer will report on the 

following: new engagements initiated during the most recent quarter, activities performed on each active 

engagement and amount of fees paid to the external auditors during the current quarter and on a year-to-date 

basis on each active engagement. 
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External Auditor Service Fees Billed 

 

 Fiscal 2011 Fiscal 2010 Fiscal 2009 

Audit Fees $  277,973   $  226,095 $ 2220,600 
Audit-Related Fees 109,577 43,000      12,750 

Tax Fees 14,500 31,500    19,500 

TOTAL $  402,050   $  300,595 $ 252,850 
 

LEGAL PROCEEDINGS 

The Company is not party to any material legal proceedings.  The Company was not party to any material 

legal proceedings in the preceding financial year and is not aware of any contemplated material legal 

proceedings.   

 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

There are no interests of management and others in material transactions. 

 

TRANSFER AGENT AND REGISTRARS 

The transfer agent and registrar for the Common Shares is CIBC Mellon Trust Company at its principal stock 

transfer office in Toronto, Ontario. 

 

INTERESTS OF EXPERTS 

The Company’s annual financial statements for the year ended September 30, 2011 have been audited by 

Deloitte & Touche LLP, the Company’s independent auditor. 

 

MATERIAL CONTRACTS 

The Company has not entered into any material contracts since October 1, 2010, other than material contracts 

entered into in the ordinary course of business. 

 

ADDITIONAL INFORMATION 

 

Additional information relating to the Company may be found on SEDAR at www.sedar.com. Other 

additional information, including directors’ and officers’ remuneration and indebtedness, principal holders of 

the Company’s securities and securities authorized for issuance under equity compensation plans for the 

financial year ended September 30, 2011, is contained in the Company’s Management Proxy Circular dated 

December 2, 2011 prepared in connection with its annual meeting of shareholders to be held on February 10, 

2012. Additional financial information is provided in the Company’s financial statements and management’s 

discussion and analysis for its most recently completed financial year.  

http://www.sedar.com/
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APPENDIX “A” 

 

CALIAN TECHNOLOGIES LTD 

AUDIT COMMITTEE CHARTER 

 

The Audit Committee (The Committee) will assist the Board of Directors in fulfilling its oversight 

responsibilities. In performing its duties, the Committee will maintain effective working relationships with 

management and the external auditors. The Committee expects the management of the Corporation to 

operate in compliance with the Corporation’s Code of Conduct and corporate policies; with laws and 

regulations governing the Corporation; and to maintain strong financial reporting and control processes. 
 

 

1. DEFINITIONS 
 

1.1 Financial Literacy 

 
“Financially Literate” means the ability to read and understand a balance sheet, an income statement, a 
cash flow statement and the notes attached thereto and be sufficiently versed in financial matters to 
understand the Corporation’s accounting practices and policies and the major judgments involved in 
preparing the financial statements. 
 

1.2 Independent Director 

 

“An Independent Director” means a Director that has no direct or indirect material relationship with the 

issuer. A material relationship means a relationship, which could, in the view of the issuer’s board of 

directors, reasonably interfere with the exercise of a director’s independent judgment. 
 
2. GENERAL PROCEDURES 

 

2.1 The Committee shall be composed of a minimum of three directors, all of whom shall be independent 

directors and financially literate. 

 

2.2 The Committee shall meet at least four times annually, or more frequently as circumstances dictate. 

Meetings shall be held at the call of the Chairman, upon the request of two members of the Committee 

or at the request of the Chairman of the Board of the Corporation or the external auditors. 

 

2.3 A quorum shall be a majority of the members. 

 

2.4 Unless the Committee otherwise specifies, the Secretary of the Corporation shall act as Secretary of all 

meetings of the Committee. 

 

2.5 In the absence of the Chairman of the Committee, the members shall appoint an acting Chairman. 

 

2.6 A copy of the minutes of each meeting of the Committee shall be provided to each member of the 

Committee in a timely fashion. 

 

2.7 Committee meeting agendas shall be the responsibility of the Chairman of the Committee in 

consultation with Committee members, senior management and the external auditors. 

 

2.8 The Committee shall communicate its expectations to management with respect to the nature, timing 

and extent of its information needs. The Committee expects that written materials will be received 
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from management at least five (5) days in advance of meeting dates. 

 

2.9 At each meeting of the Committee, the members of the Committee shall meet in private session with 

the Corporation’s auditors.  

 

2.10 The Committee, through its Chairman, shall report after each Committee meeting to the Board at the 

Board’s next regular meeting. 

 

2.11 To assist the Committee in discharging its responsibilities, the Committee may, in addition to the 

external auditors, at the expense of the Corporation, retain one or more persons having special 

expertise. 

 

2.12 The Committee shall annually review, discuss and assess its own performance. In addition, the 

Committee shall periodically review its role and responsibilities. 
 
 

3. Specific Responsibilities and Duties 
 

3.1  Financial Reporting 

 

3.1.1 review the Corporation’s quarterly financial statements including the Management Discussion and 
Analysis (MDA) and related press releases with management and review the Corporation’s annual 
audited financial statements with the external auditors to gain reasonable assurance that the statements 
are accurate, complete, represent fairly the Corporation’s financial position and performance and are in 
accordance with GAAP and report thereon to the Board before such financial statements are approved 
by the Board. Specifically, in its review of the Financial Statements, MDA and press releases, the 
Committee should: 
a) obtain an explanation from management of all significant variances between comparative reporting 

periods and budget; 
b) review unusual items and other material matters outside of the normal course of business that 

affect financial reporting and adequacy of disclosure; 
c) review related party transactions and adequacy of disclosure; 
d) review key estimates and judgments; 
e) review uncertainties, commitments and contingent liabilities and; 
f) review the appropriateness of the Corporation’s significant accounting principles and practices, 

including acceptable alternatives, and the appropriateness of any significant changes in accounting 
principles and practices. 

 
3.1.2 review the quarterly and annual compliance of management certification of financial reports with 

applicable legislation and attestation of the Corporation’s disclosure controls and procedures. 
 
3.1.3 review general accounting trends and issues regarding accounting policy, standards and practices, 

including new developments with Generally Accepted Accounting principles, which may affect the 
Corporation. 

 
3.1.4 annually review with management and the external auditors the degree of conservatism of the 

Corporation’s underlying accounting policies, key estimates and judgments and reserves. 
 
3.1.5 receive from the external auditors reports on their audit of the annual financial statements; 
 
3.1.6 receive from management a copy of the representation letter provided to the external auditors and 

receive from management any additional representations required by the Committee; 
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3.1.7 Review any report which accompanies published financial statements (to the extent such report 
discusses financial condition or operating results) for consistency of disclosure with the financial 
statements themselves. 

 
3.1.8 review and, if appropriate, recommend approval to the Board of prospectuses, material change 

disclosures of a financial nature, management discussion and analysis, annual information forms and 
similar disclosure documents to be issued by the Corporation. 

 
 
3.2 Internal Controls 

 

3.2.1 review and monitor the Corporation’s internal control procedures, program and policies, and assess the 
adequacy and effectiveness of internal controls over the accounting and financial reporting systems. 

 
3.2.2 review the annual plan for internal audits; 
 
3.2.3 review the reports of the Corporation on internal audits with respect to control and financial risk, and 

any other matters appropriate to the Committee’s duties. The Committee shall review the adequacy and 
appropriateness of management’s response, including the implementation thereof; 

 
3.2.4 review the evaluation of internal controls by the external auditors, together with management’s 

response; 
 
3.2.5 review the adequacy of the Corporation’s internal audit resources; and 
 
3.2.6 review the working relationship between management and the external auditors 
 
 

3.3 External Auditors 

 
3.3.1 recommend to the Board the nomination of the external auditors and approve the remuneration and the 

terms of engagement of the external auditors as set forth in the Engagement Letter; 
 
3.3.2 review the performance of the external auditors annually or more frequently as required; 
 
3.3.3 receive a report annually from the external auditors with respect to their independence, such report to 

include a disclosure of all engagements (and fees related thereto) for non-audit services by the 
Corporation; 

 
3.3.4 review with the external auditors the audit plan including the scope of the audit, the areas of special 

emphasis to be addressed in the audit, the extent to which the planned audit scope can be relied upon to 
detect weaknesses in internal control or fraud or illegal acts, and the materiality levels which the 
external auditors propose to employ. The Committee should recommend to the Board of Directors the 
scope of the external audit as stated in the audit plan; 

 
3.3.5 review all engagements for non-audit services provided by the external auditors together with fees for 

such services, and consider the impact of this on the independence of the external auditors. The 
Committee shall determine which non-audit services the external auditors are prohibited from 
providing. 
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3.3.6 meet annually with the external auditors in the absence of management to determine,  
a) that no management restrictions have been placed on the scope and extent of the audit 

examinations by the external auditors or the reporting of their findings to the Committee; 
b) the level of cooperation received from management; 
c) any unresolved material differences of opinion or disputes;  
d) the effectiveness of the work of internal audit; and  
e) the quality of the financial personnel. 

 
3.3.7 establish effective communication processes with management and the Corporation’s external auditors 

to assist the Committee to monitor objectively the quality and effectiveness of the relationship among 
the external auditors, management and the Committee. 

 
3.3.8 when a change of auditors is proposed, the Committee shall review all issues related to the change, 

including the information required to be disclosed by regulations and the planned steps for an orderly 
transition. 

 
3.3.9 When discussing auditor independence, the Committee will consider both rotating the lead audit 

partner or audit partner responsible for reviewing the audit after a number of years and establishing 
hiring policies for employees or former employees of its external auditor. 

 
 
3.4  Risk Management 
3.4.1 Put in place procedures to receive and handle complaints or concerns received by the Corporation 

about accounting or audit matters including the anonymous submission by employees of concerns 
respecting accounting and auditing matters. 

 
3.4.2 acknowledging that it is the responsibility of the Board, in consultation with management, to identify 

the principal business risks facing the Corporation, determine the Corporation’s tolerance for risk and 
approve risk management policies, the Committee shall focus on financial risk and gain reasonable 
assurance that financial risk is being effectively managed or controlled by: 
a) reviewing with management the Corporation’s tolerance for financial risks; 
b) reviewing with management its assessment of the significant financial risks facing the 

Corporation; 
c) reviewing with management the Corporation’s policies and any proposed changes thereto for 

managing those significant financial risks; 
d) reviewing with management its plans, processes and programs to manage and control such risks; 

 
3.4.3 ascertain that policies and procedures are in place to minimize environmental, occupational health and 

safety and other risks to asset value and mitigate damage to or deterioration of asset value and review 
such policies and procedures periodically; 

 
3.4.4 ascertain that policies and procedures include comprehensive computer disaster recovery plans. 
 
3.4.5 review policies and compliance therewith that require significant actual or potential liabilities, 

contingent or otherwise, to be reported to the Board in a timely fashion; 
 
3.4.6 review foreign currency risk mitigation strategies, including the use of derivative financial instruments; 
 
3.4.7 review the adequacy of insurance coverage maintained by the Corporation; 
 
3.4.8 review regularly with management and the external auditors any legal claim or other contingency, 

including tax assessments, that could have a material effect upon the financial position or operating 
results of the Corporation and the manner in which these matters have been disclosed in the financial 
statements. 
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3.5 Compliance with Laws and Regulations 
 

3.5.1 review regular reports from management and others (e.g. internal and external auditors) with respect to 
the Corporation’s compliance with laws and regulations having a material impact on the financial 
statements including: 
a) tax and financial reporting laws and regulations; 
b) legal withholding requirements; 
c) environmental protection laws and regulations; 
d) other laws and regulations which expose directors to liability; 

 
3.5.2 review reports with respect to Occupational Health and Safety matters having a potential significant 

financial impact and to gain reasonable assurance annually that the Corporation’s reserves with respect 
to such matters are sufficient and appropriate; 

 
3.5.3 review the status of the Corporation’s tax returns and those of its subsidiaries. 
 
 
3.6 Other Responsibilities 

 
3.6.1 review periodically the form, content and level of detail of financial reports to the Board; 
 
3.6.2 approve quarterly the reasonableness of the expenses of the Chief Executive Officer; 
 
3.6.3 after consultation with the Chief Financial Officer and the external auditors, gain reasonable assurance, 

at least annually, of the quality and sufficiency of the Corporation’s accounting and financial personnel 
and other resources; 

 
3.6.4 review in advance the appointment of the Corporation’s Chief Financial Officer; 
 
3.6.5 investigate any matters that, in the Committee’s discretion, fall within the Committee’s duties; 
 
3.6.6 review reports from management, the external auditors, and/or other Committee Chairmen on their 

review of compliance with the Corporation’s Code of Conduct; 
 
3.6.7 perform such other functions as may from time to time be assigned to the Committee by the Board. 
 
 
 

3.7 Accountability 
 

3.7.1 annually review and assess the adequacy of its mandate and evaluate its effectiveness in fulfilling its 
mandate; 

 
3.7.2 review and update this Charter on a regular basis for approval by the Board; 
 
3.7.3 review the description of the Committee’s activities as set forth in the Corporation’s statement of 

corporate governance practices. 
 


