


Disclaimer: Forward-Looking Information
Certain information regarding contained in this Annual Information Form that do not relate directly and 
exclusively to historical facts may constitute forward-looking information under applicable securities law, 
including without limit the Company's current expectations, estimates and projections, all of which are made 
in light of Pason's experience and perception of industry trends. Such forward-looking information and 
statements are identified by words such as “anticipate”, "believe", “expect”, "estimate", "forecast", "goal", 
“may”, "outlook", "project", "proposed", "scheduled" “should”, “will”, or other similar expressions and 
suggestions of future outcomes, including statements about the Company's growth strategy and related 
schedules, projected future value, forecast operating and financial results, planned capital expenditures, 
expected product performance and adoption, including the timing, growth and profitability thereof, potential 
dividends and dividend growth strategy, future use and development of technology and projected increasing 
shareholder value. Any such forward-looking statements are based upon various underlying factors and 
assumptions, including those with regards to the accuracy of Pason's forecasts for customer demand of 
existing and new products; the state of the economy and the oil and gas exploration and production business, 
in particular; the industry shift towards more efficient drilling activity and technology to assist in that efficiency; 
the Company’s business prospects and opportunities; and estimates of the financial and operational 
performance of Pason.

Forward-looking information and statements are subject to known or unknown risks and uncertainties that 
may cause actual results to differ materially from those anticipated or implied in the forward-looking 
information and statements. Risk factors that could cause actual results or events to differ materially from 
current expectations include, among others, the ability of Pason to successfully and timely implement its 
strategic initiatives and whether such strategic initiatives will yield the expected benefits, the operating 
performance of Pason’s assets and businesses, the price of energy commodities, competitive factors in the 
energy industry, changes in laws and regulations affecting Pason’s businesses, technological developments, 
and particularly those in the drilling and communications segments of the oil and gas industry, and general 
economic conditions. Unpredictable or unknown factors not discussed in this cautionary disclaimer could 
also have material adverse effects on forward-looking statements. The risks and uncertainties the Company 
faces are discussed in further detail in this Annual Information Form under the heading, "Risk and Uncertainty."

Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no 
assurance that the plans, intentions or expectations upon which they are placed will occur. Such forward-
looking statements, although considered reasonable by management as of the date hereof, may prove to 
be incorrect, and actual results may differ materially from those anticipated. Forward-looking statements 
contained in this press release are expressly qualified by this cautionary statement. Furthermore, the forward-
looking statements contained herein are made as of the date of this news release, and Pason does not 
undertake any obligation to update publicly or to revise any of the included forward-looking statements, 
whether as a result of new information, future events, or otherwise, except as expressly required by securities 
law.

Additional information on risks and uncertainties and other factors that could affect Pason’s operations or 
financial results are included in Pason’s reports on file with the Canadian securities regulatory authorities 
and may be accessed through the SEDAR website (www.sedar.com) or through Pason’s website 
(www.pason.com).

Unless otherwise noted, all financial measures are expressed in Canadian dollars.

Unless otherwise indicated, all financial information included in this annual information form has been 
prepared in accordance with International Financial Reporting Standards (“IFRS”).
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Corporate Information

Corporate Structure
Pason Systems Inc. (“Pason” or the “Company”) is an international oil and gas services company that is 
publicly traded on the Toronto Stock Exchange under the symbol PSI with the corporate head office located 
at 6130 Third Street SE, Calgary, Alberta, T2H 1K4 and registered office at 1600, 421 Seventh Avenue SW, 
Calgary, Alberta, T2P 4K9.

Pason was originally incorporated as Pason Well Services Ltd. under the Business Corporations Act (Alberta)  
on February 3, 1978. Its name was changed to Pason Systems Corp. pursuant to the articles of amendment 
dated December 29, 1995.

Pason was then amalgamated under the Business Corporations Act (Alberta) on November 1, 1996 as part 
of a reverse takeover which occurred on October 31, 1996. Mark 8 Ventures Inc. ("Mark 8"), pursuant to an 
acquisition agreement among Pason Systems Corp., all of its shareholders and Mark 8, acquired all of the 
outstanding shares of Pason Systems Corp. Following this acquisition, Mark 8 amalgamated with 693867 
Alberta Ltd., a wholly-owned subsidiary of Mark 8, and the name was changed to Pason Systems Inc.
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Organizational Structure
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General Development of the Business

Company Profile
Pason is a leading global provider of specialized data management systems for oil and gas drilling. Pason's 
solutions, which include data acquisition, wellsite reporting, automation, remote communications, web-based 
information management, and data analytics, enable collaboration between the rig and the office. Pason’s 
customers include oil and gas companies (“Operators”), drilling contractors (“Contractors”), and other service 
companies worldwide.

Company History
Pason began as Pason Well Services Ltd. in February of 1978. Ultimately, the name was changed to Pason 
Systems Inc., and the company started publicly trading on the Toronto Stock Exchange in December of 1997.

Pason expanded its operations to the United States by forming Pason Rocky Mountain Geo-Engineering 
Corp., which acquired Rocky Mountain Geo-Engineering Corp. on October 1, 1997. Pason Rocky Mountain 
Geo-Engineering Corp. changed its name to Pason Systems USA Corp. in December of 1998, and has since 
expanded to offer the full suite of products and services offered by the Company elsewhere and become 
the largest contributing subsidiary to the Company's total revenue.

Pason’s first significant venture into international operations, outside of Canada and the United States, was 
in May 2001, when Pason formed Pason de Mexico S.A. DE C.V. (“Pason de Mexico”). The success of this 
business model, which maintained Pason’s ownership of equipment with the service provided by a local 
company, worked well and was used again for the expansion of operations into the Latin America market in 
2003, operating under Pason Systems Corp., and in Australia in 2006, creating Pason Australia PTY Limited 
(“Pason Australia”).

In 2009, Pason acquired Petron Industries Inc. (“Petron”) of Houston, Texas. This acquisition improved 
Pason’s overall US instrumentation rental market share as the result of an improved market presence in the 
southern US. It also provided a platform for Pason to leverage Petron’s existing Research and Development 
(“R&D”) technology.

In January 2010, the Company's Australian subsidiary re-purchased the Australian distribution rights from 
its prior agent.

On December 31, 2010, the Company re-purchased the distribution rights for marketing Pason products in 
Latin America through six share acquisitions from its previous agent in Mexico, Colombia, Brazil, Peru, 
Ecuador, and Argentina. Duplicative subsidiaries in Brazil and Mexico were subsequently merged.

In June 2014, Pason announced a joint venture agreement with Rawabi Holding Company Limited for the 
formation of Rawabi Pason Company Limited. Under the terms of the agreement, Rawabi and Pason own 
50% of the issued and outstanding stock of the company and each nominate two individuals to the Board 
of Directors of the joint venture. The new company is the exclusive distributor of Pason’s products in the 
Kingdom of Saudi Arabia and surrounding countries in the Middle East.

In December 2016, Pason acquired all of the issued and outstanding shares of Verdazo Analytics Inc. 
("Verdazo") a Calgary-based, privately owned software company. Verdazo offers discovery analytics which 
allows energy producers to make informed decisions on how to enhance production, improve operations, 
and increase overall profitability. Verdazo‘s clients include oil and gas producers, financial services 
companies, and energy services providers. Verdazo’s product contains powerful visual analysis tools, pre-
built templates, and custom reports that work with multiple public and proprietary data sources. Discovery 
analytics is a sequence of explorations, each predicated on the discovery and insights of the last. The tool 
enables the user to take analyses wherever the data leads, powered by dynamic workflows that offer vast 
analytical possibilities. The addition of Verdazo’s strong analytics platform for oil and gas production and 
operations complement the Company’s market leading drilling information ecosystem.  
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In 2017 the Company initiated a project that leverages it's technology and energy data management and 
controls automation into the energy distribution and storage market ("Pason Power"). Pason Power enables 
customers to build, sell, operate, and support advanced energy storage systems through its energy 
intelligence software platform. Pason Power customers can right-size and model the financial performance 
of energy storage projects to significantly lower project risk and confidently move from pencil-out to power-
on TM. Pason Power solutions are compatible with leading component suppliers and enable energy storage 
systems that reduce costs for end users, and let developers deploy storage systems of all sizes with 
confidence. Pason Power has been able to build a foundation in the solar and energy storage market through 
its Storage Architect, iEMS, and Energy DataHub products.

To complement and build upon the success of Pason Power, the Company, in September of 2019 made a 
US$20,000,000 investment to acquire an 80% interest in ETB LLC. (ETB), a US-based software company 
that provides products and services for the solar power and energy storage industry.  ETB and Pason Power 
have  been amalgamated to provide a robust and compelling software and control system offering, enabling 
solar and energy storage developers to secure more projects and deploy assets for their customers with 
higher confidence. With the combined capabilities of Pason Power and ETB, and building on Pason’s deep 
data management expertise, the Company is positioning itself for meaningful growth and a presence in the 
solar and energy storage market.

In October of 2019 the Company entered into an agreement to invest $25,000,000 to acquire a minority 
interest in Intelligent Wellhead Systems Inc. (“IWS”).  IWS is a privately-owned oil and gas technology and 
service company that provides proprietary and unique surface control systems for various markets globally, 
including unconventional shale, and critical well intervention.  This investment represents the Company's 
first investment in the completions industry. The Company's deep expertise in end-to-end data management 
and ruggedized field technologies will provide the expertise to support IWS’ continued growth. 
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Impact of IFRS 16
The Company adopted IFRS 16, Leases, effective January 1, 2019, using the modified retrospective 
approach. This new standard supersedes IAS 17, Leases, and introduces a single lessee accounting model 
by eliminating a lessee's classification of leases as either operating leases or finance leases. Comparative 
figures have not been restated. Further disclosure is provided in Note 3 to the Consolidated Financial 
Statements. 

The impact of adopting this new standard on IFRS Measures and Non-IFRS Measures is described below. 
The figures presented below are the 2019 actual numbers that are classified differently than the 2018 
comparative figures. Effectively, the operating expense line items recognized under the previous standard 
will be bifurcated between depreciation expense and interest expense.

Impact on IFRS Measures

Year Ended December 31, 2019
(000s) ($)
Reduction in rental services and local administration expenses 1,090
Reduction in research and development expenses 332
Reduction in corporate services costs 1,257
(Increase) in depreciation of right of use assets (2,580)
(Increase) in net interest expense on lease liabilities (457)
Reduction in Income tax provision 97
(Decrease) in net income (261)
Increase in depreciation of right of use assets 2,580
(Reduction) in Income tax provision (97)
Total increase in funds flow from operations and cash from
operating activities 2,222

Impact on Non-IFRS Measures 

Year Ended December 31, 2019
(000s) ($)
Decrease in rental services and local administration - Canada
operating segment 160
Decrease in rental services and local administration -  United
States operating segment 794
Decrease in rental services and local administration - International
operating segment 136
Decrease in research and development expenses 332
Decrease in corporate services costs 1,257
Total increase in EBITDA and Adjusted EBITDA 2,679
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General Description of the Business
Products and Services
Pason’s products and services are comprised of hardware and software provided on a rental basis to drilling 
rigs on land and offshore. Pason's system of computers, instrumentation, and monitoring equipment is 
networked around a drilling rig to provide data at the wellsite and at the office. The software installed on 
Pason's hardware provides a variety of monitoring, guidance and data storage.

Starting in 2018, Pason started to report its revenue along five product categories to better reflect the changing 
nature of Pason’s business, aligned with how the Company determines its investments in new products and 
services.

Drilling Data
Drilling Data contains all products and services associated with acquiring, displaying, storing, and delivering 
drilling data. This includes Electronic Drilling Recorder (“EDR”) and all its peripherals, Pason Live / DataHub, 
various data feed services, and the Electronic Service Recorder. 

The EDR remains the Company’s flagship product. It provides a complete system of drilling data acquisition, 
data networking, and drilling management tools and reports at both the wellsite and customer offices. The 
EDR is the base product with which all other wellsite instrumentation products are linked. By linking these 
products, a number of otherwise redundant elements, such as data processing, display, storage, and 
networking, are eliminated. This ensures greater reliability and a more robust system of instrumentation for 
the customer. Each full EDR system consists of a proprietary server, sensors, junction boxes, and a series 
of workstations all connected via a local network. EDR workstations present drilling data to the driller, rig 
manager, geologist, and any other third party in real time at the rig site. Once collected, rig data is transmitted 
via either LTE, a high-speed wireless ground system, or by broadband satellite to the DataHub to be centrally 
stored for use by Operator and Contractor engineers and office staff.

The EDR is also designed to work with various add-on products and systems developed by Pason, such as 
a Rig Display, SideKick rig floor workstation, Gas Analyzer, Pit Volume Totalizer, Electronic Choke System, 
AutoDriller, and the Hazardous Gas Alarm System.

The DataHub is the Company's data management system that collects, stores, and displays drilling data, 
reports, and real-time information from drilling operations. The DataHub provides access to data through a 
number of innovative applications or services.  Pason Live provides advanced data viewing, and 3D 
visualization of drilling data in real time via a web browser or on mobile devices.  WITSML provides seamless 
data sharing with third-party applications, enhancing the value of data hosted by Pason.

Mud Management & Safety
Mud Management & Safety includes products such as the Pit Volume Totalizer (“PVT”), Gas Analyzer, 
Hazardous Gas Alarm, and the Electronic Choke System. 

The PVT is used to monitor mud tank levels and mud flow rate out of the wellbore to detect and warn rig 
crews of impending "kicks" resulting from gas or fluids entering the wellbore while drilling. The PVT provides 
critical information for maintaining the safe operation and control of the well throughout the drilling process. 

The Gas Analyzer measures the total hydrocarbon gases exiting the wellbore, and then calculates the lag 
time to show the formation depth where the gases were produced. The Gas Analyzer provides information 
about the composition of the gas, and further calculates geologic ratios from the gas composition to assist 
in indicating the type of gas, natural gas liquid, or oil in the formation.

Communications
The Communications segment includes satellite and terrestrial Internet bandwidth, Wireless Rigsite, VOIP, 
and Intercom services.

Pason's Communications revenue comes from a number of communication service offerings, including 
providing customers with bandwidth through the Company's automatically-aiming satellite system and 
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terrestrial networks, allowing for automatic failover between networks to achieve greater reliability in its 
service offering. This system provides reliable high-speed wellsite communications for email and web 
application management tools

Drilling Intelligence
The Drilling Intelligence segment bundles Pason’s offers targeted at enabling customers’ drilling optimization 
and automation efforts. It contains products such as AutoDrillers, and the deployment of the advanced 
ExxonMobil Drilling Advisory SystemTM. 

Pason developed the AutoDriller to control the feed rate of the drill bit to various pre-set parameters, such 
as weight on bit, pressure, torque, and rate of penetration. It provides far greater precision, control, and 
speed as compared to competing systems. The AutoDriller was the first solution of its kind to employ an 
electronic control system to improve system performance and reliability.

Pason has worked with other, larger organizations to develop and deploy technologies that seek to improve 
the efficiency and effectiveness of drilling operations. One example of this is the ExxonMobil Drilling Advisory 
SystemTM  ,developed under a license from ExxonMobil, which advances algorithms that work to optimize 
rate of penetration while prolonging bit life.

Analytics & Other
Analytics & Other includes the Verdazo product suite, various types of reports, and other revenue streams. 
Pason acquired Verdazo effective January 1, 2017.  Verdazo provides products which allow users to perform 
discovery analytics across a series of public and proprietary data sources. 

The revenue from all of these aspects of the business is as follows:

Year Ended December 31, 
Consolidated Revenue 2019 2018 2017
(000s) ($) ($) ($)

Drilling Data 156,208 157,162 121,867
Mud Management and Safety 85,827 85,952 73,087
Communications 19,760 28,177 25,267
Drilling Intelligence 20,321 22,786 15,180
Analytics and Other 13,526 12,316 10,242

Total Revenue 295,642 306,393 245,643
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Non-IFRS Financial Measures
These definitions are not recognized measures under IFRS, and accordingly, may not be comparable to 
measures used by other companies. These Non-IFRS measures provide readers with additional information 
regarding the Company's ability to generate funds to finance its operations, fund its research and development 
and capital expenditure program, and pay dividends.

Revenue per EDR day
Revenue per EDR day is defined as the daily revenue generated from all products that the Company has 
on rent on a drilling rig that has the Company’s base EDR installed. This metric provides a key measure on 
the Company’s ability to increase production adoption and evaluate product pricing.

EBITDA
EBITDA  is defined as net income before interest income and expense, income taxes, stock-based 
compensation expense, depreciation and amortization expense, and gains on disposal of investments.

Adjusted EBITDA
Adjusted EBITDA is defined as EBITDA, adjusted for foreign exchange, impairment of property, plant, and 
equipment, restructuring costs, net monetary adjustments, and other items which the Company does not 
consider to be in the normal course of continuing operations.

Management believes that EBITDA and Adjusted EBITDA are useful supplemental measures as they provide 
an indication of the results generated by the Company's principal business activities prior to the consideration 
of how these results are taxed in multiple jurisdictions, how the results are impacted by foreign exchange 
or how the results are impacted by the Company's accounting policies for equity-based compensation plans.

United States Operations 
Year Ended December 31, 

2019 2018 2017
(000s) ($) ($) ($)
Revenue

Drilling Data 109,482 110,229 78,335
Mud Management and Safety 64,189 59,421 47,699
Communications 11,339 15,730 13,073
Drilling Intelligence 11,158 12,693 7,897
Analytics and Other 5,946 5,813 4,981

Total revenue 202,114 203,886 151,985
Operating costs 77,453 72,021 64,161
Depreciation and amortization 19,375 16,249 17,303
Segment gross profit 105,286 115,616 70,521

Current period amounts are in accordance with IFRS following the adoption of IFRS 16, Leases . Prior periods have not been restated.

Year Ended December 31, 
2019 2018 2017

(000s) (#) (#) (#)
Electronic Drilling Recorder (EDR) Rental Days 204,900 223,500 179,300
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Year Ended December 31, 
2019 2018 2017

($) ($) ($)
Revenue per EDR day - USD 735 697 648
Revenue per EDR day - CAD 975 903 841

Canadian Operations
Year Ended December 31, 

2019 2018 2017
(000s) ($) ($) ($)
Revenue

Drilling Data 23,108 29,095 29,921
Mud Management and Safety 14,071 19,722 20,663
Communications 6,807 10,944 11,093
Drilling Intelligence 7,828 8,623 5,504
Analytics and Other 3,980 3,613 3,350

Total revenue 55,794 71,997 70,531
Operating costs 21,226 26,374 24,935
Depreciation and amortization 17,071 15,027 24,250
Segment gross profit 17,497 30,596 21,346

Current period amounts are in accordance with IFRS following the adoption of IFRS 16, Leases. Prior periods have not been restated.

Year Ended December 31, 
2019 2018 2017

(000s) (#) (#) (#)
Electronic Drilling Recorder (EDR) Rental Days 42,000 60,000 66,000

Year Ended December 31, 
2019 2018 2017

($) ($) ($)
Revenue per EDR day - CAD 1,244 1,145 1,024
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International Operations
Year Ended December 31, 

2019 2018 2017
(000s) ($) ($) ($)
Revenue

Drilling Data 23,618 17,838 13,611
Mud Management and Safety 7,567 6,809 4,725
Communications 1,614 1,503 1,101
Drilling Intelligence 1,335 1,470 1,779
Analytics and Other 3,600 2,890 1,911

Total revenue 37,734 30,510 23,127
Operating costs 21,313 19,109 17,963
Depreciation and amortization 4,384 3,579 4,128
Segment gross profit (loss) 12,037 7,822 1,036

   Current period amounts are in accordance with IFRS following the adoption of IFRS 16, Leases. Prior periods have not been restated.

Impact of Hyperinflation on International Results 
In 2018 the Company concluded that its Argentinian subsidiary is operating in a hyperinflationary economy. 
This conclusion impacts the application of two accounting standards, IAS 21, The Effects of Changes in 
Foreign Exchange, and IAS 29, Financial Reporting in Hyperinflationary Economies. 

For the twelve months ending December 31, 2019, the impact was to reduce both revenue by $955,000 and 
segment gross profit by $991,000.

The impact of applying IAS 29 to the non-monetary assets and liabilities, and shareholders' equity of the 
Argentina subsidiary was to record a non-cash net monetary adjustment of $2,588,000 for the 12 months 
ended December 31, 2019. 

Impact on IFRS Measures

Year Ended December 31, 2019
(000s) ($)
(Decrease) in revenue (955)
Decrease in rental services and local administration expenses 562
(Increase) in depreciation expense (598)
(Decrease) in segment gross profit (991)
Income inclusion presented in other expenses 2,588
Decrease in income tax expenses 40
Increase in net income 1,637

Impact on Non-IFRS Measures 

Year Ended December 31, 2019
(000s) ($)
(Decrease) in revenue (955)
Decrease in rental services and local administration expenses 562
Income inclusion presented in other expenses 2,588
Increase in EBITDA 2,195
(Elimination) of income inclusion presented in other expenses (2,588)
(Decrease) in Adjusted EBITDA (393)
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International Business Model
The Company offers instrumentation systems for rent for both land and offshore applications. Pason operates 
in Australia and several Latin America countries.

Through a joint venture in the Kingdom of Saudi Arabia, and a branch office in Dubai, Pason offers its products 
and services to the Middle East markets. Pason continues to explore opportunities in areas where Pason 
has not operated previously, with a focus on the Eastern Hemisphere and Middle East markets.

Competition
Pason’s main source of competition remains the instrumentation divisions of large United States service 
companies. Indirect competitors offering niche services expertise, such as those offering communications, 
data acquisition, storage and analytics services, compete with Pason's offerings as well as Pason's ability 
to bundle that technology offering as such companies attempt to sell the individual components of Pason's 
bundle.

Research and Product Development (“R&D”)
Pason dedicates significant resources to R&D, as management believes that remaining competitive is 
dependent on anticipating and responding to the rapidly changing needs of the oil and gas industry. Pason’s 
R&D department performs two primary functions: support and enhancement of current products, and 
development of new products and technologies consistent with the technological trends in the oil and gas 
industry. Pason has assembled an R&D and IT team of 171 employees, with appropriate technical skills in 
hardware and software design and development.

During 2019, Pason invested a total of $32,886,000 into research and development, including $30,439,000  
of expense and $2,447,000 of capitalized development costs. Capitalized development costs are amortized 
over three years once a new product begins generating rental revenue. New product development projects 
are periodically reviewed and if at any time a product is deemed not viable, the balance of its unamortized 
deferred costs are written off.

Human Resources
Pason has created an energized and focused work environment that empowers each team member to push 
the envelope of traditional thinking to create new solutions.

Pason’s corporate culture nurtures imagination in an atmosphere where people are free to perform to their 
fullest potential in an open and friendly environment that supports and promotes a healthy lifestyle within 
and outside the workplace while abiding by all employment standards, human rights, and privacy protection 
legislation.

As a technology-driven company, a significant portion of Pason’s highly skilled workforce is engaged in 
disciplines such as software and hardware design engineering, information technology, and field services 
technical support. The remainder of the workforce is engaged in other professional occupations that include 
marketing and sales, contract manufacturing and supply, warehousing and distribution, finance and 
accounting, administration, and human resources.

As at December 31, 2019, including executive officers, Pason’s total full-time workforce stood at 678 
employees, of which 315 were employed in Canada, 228 were employed in the United States, 123 in Latin 
America,11 in  Australia, and one in the Middle East. 
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Environmental Protection Requirements
A corporate insurance program is maintained consistent with industry practice that protects Pason from 
liabilities due to environmental accidents and disruptions. Pason also has operational and emergency 
response procedures and safety and environmental programs in place to reduce potential loss exposure.

Pason does not expect costs of compliance with applicable environmental regulations will have a material 
impact on Pason’s competitive position or future capital expenditures, earnings, or operating costs.

Risk and Uncertainty
Pason has implemented a risk management framework that helps the Company manage the reality that 
future events, decisions or actions may cause undesirable effects. The framework takes a value-based 
approach to identifying, prioritizing, communicating, mitigating and monitoring risks, and aligns this with the 
organization’s appetite for risk considering our culture, strategy, and objectives.

Although a framework can help the Company to manage its risks, the Company’s performance is subject to 
a variety of risks and uncertainties. Although the risks described below are the risks that we believe are 
material, there may also be risks of which we are currently unaware, or that we currently regard as immaterial 
based upon the information available to us. Interested parties should be aware that the occurrence of the 
events described in these risk factors could have a material adverse effect on our business, operating results, 
and financial condition.

Operating Risks
Pason derives the majority of its revenue from the rental of instrumentation and data services to oil and gas 
Operators and Contractors in Canada, the US, Australia, and Latin America. The demand for our products 
is directly related to land-based or offshore drilling activity funded by energy companies’ capital expenditure 
programs. A substantial or extended decline in energy prices or diversion of funds to large capital programs 
could adversely affect capital available for drilling activities, directly impacting Pason’s revenue.

Commodity Prices
Prices for crude oil and natural gas fluctuate in response to a number of factors beyond Pason’s control. 
The factors that affect prices include, but are not limited to, the following: the actions of the Organization of 
Petroleum Exporting Countries, world economic conditions, government regulation, political stability in the 
Middle East and elsewhere, the foreign supply of crude oil, the price of foreign imports, the availability of 
alternate fuel sources, and weather conditions. Any of these can reduce the amount of drilling activity.

Seasonality
Drilling activity in Canada is seasonal due to weather that limits access to leases in the spring and summer, 
making the first and last quarters of each year the peak level of demand for Pason’s services due to the 
higher level of drilling activity. The length of the drilling season can be shortened due to warmer winter 
weather or rainy seasons. Pason can offset some of this risk, although not eliminate it, through continued 
growth in the US and internationally, where activity is less seasonal.

Proprietary Rights
Pason relies on innovative technologies and products to protect its competitive position in the market. To 
protect Pason’s intellectual property, the company employs trademarks, patents, employment agreements, 
and other measures to protect trade secrets and confidentiality of information. Pason also believes that due 
to the rapid pace of technological change in the industry, technical expertise, knowledge, and innovative 
skill, combined with an ability to rapidly develop, produce, enhance, and market products, also provides 
protection in maintaining a competitive position.
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Litigation
At the time of the filing of this document, Pason was not aware of any litigation matters. 

Credit Risk
Pason is exposed to credit risk to the extent that its customers, operating primarily in the oil and natural gas 
industry, may experience financial difficulty and be unable to meet their obligations. However, Pason has a 
large number of customers on both the Operator and Contractor side, which minimizes exposure to any 
single customer.

Availability of Qualified Personnel
Due to the specialized and technical nature of Pason’s business, Pason is highly dependent on attracting 
and retaining qualified or key personnel. There is competition for qualified personnel in the areas where 
Pason operates, and there can be no assurance that qualified personnel can be attracted or retained to meet 
the growth needs of the business. To mitigate this risk, Pason has a Human Resources department within 
each significant business unit to support that function. 

Alternative Energies
There continues to be extensive discussion at all levels of government worldwide and by the public concerning 
the burning of fossil fuels and the impact this may have on the global environment. Environmental legislation 
is evolving in a manner expected to result in stricter standards and enforcement, larger fines and liability, 
which could lead to potentially increased capital expenditures and operating costs. Implementation of 
strategies for reducing greenhouse gases could have a material impact on the nature of operations of the 
Company.  Given the evolving nature of the debate related to climate change and the control of greenhouse 
gases and the possible resulting requirements, it is not possible to predict either the nature of those 
requirements or the impact on the Company.

International Operations
Assets outside of Canada and the US may be adversely affected by changes in governmental policy, social 
instability, or other political or economic developments beyond the Company’s control, including expropriation 
of property, exchange rate fluctuations, and restrictions on repatriation of cash. The Company has mitigated  
these risks where practical and considered warranted. Approximately 90% of the Company’s revenues are 
generated in Canada and the US, which limits exposure to risks and uncertainties in foreign countries.

Foreign Exchange Exposure
The Company operates internationally and is primarily exposed to exchange risk relative to the US dollar. 
The Canadian operations are exposed to currency risk on US denominated financial assets and liabilities 
with fluctuations in the rate recognized as foreign exchange gains or losses in the Consolidated Statements 
of Operations. The Company’s self-sustaining foreign subsidiaries expose the Company to exchange rate 
risk on the translation of their financial assets and liabilities to Canadian dollars for consolidation purposes. 

Adjustments arising when translating the foreign subsidiaries into Canadian dollars are reflected in the 
Consolidated Statements of Operations and Other Comprehensive Income as unrealized foreign currency 
translation adjustments. The Company has not hedged either one of these risks.

The Company does not employ any financial instruments to manage risk or hedge its activities. The vast 
majority of the Company’s activities are conducted in Canada and the US, where local revenue is earned 
against local expenses and the Company is therefore naturally hedged.

Major Customers
Pason has a large customer base on both the Operator and Contractor side and does not rely on any single 
customer for a significant portion of its revenue.  During the year ended December 31, 2019, no single 
customer accounted for more than 10% of the consolidated revenues of the company.  The loss of one or 
more customers, or a reduction in the amount of business Pason does with any of its customers, if not offset 
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by obtaining new customers or increasing the amount of business it does with existing customers, could 
have a detrimental impact on Pason’s revenue.

Key Personnel
Pason’s success depends to a significant extent on the contributions of a number of its officers and key 
employees.  The company does not carry ‘key person’ insurance on any of its key employees. As such, the 
loss of services of one or more of these key employees could have a material adverse effect on Pason’s 
business, operating results or financial condition.

Dividends
The decision to pay dividends and the amount paid is at the discretion of Pason’s board of directors, which 
regularly reviews the Company’s financial position, operating results, and industry outlook.  Pason’s ability 
to pay dividends is dependent on the company’s ability to generate cash flow in excess of its operating and 
investment needs and the company’s financial position.

Taxation
Pason and its subsidiaries are subject to income and other forms of taxation in the various jurisdictions in 
which they operate. Pason attempts to structure its operations in a tax efficient manner in light of prevailing 
tax regimes.  Any adverse change to existing taxation measures, policies or regulations, or the introduction 
of new taxation measures, policies or regulations in any of the jurisdictions in which Pason operates could 
have a negative impact on Pason’s business, operating results or financial condition.

The management of Pason believes that the provision for income taxes is adequate and in accordance with 
both generally accepted accounting principles and appropriate regulations. However the tax filing positions 
of the Company are subject to review and audit by tax authorities who may challenge and succeed in 
management’s interpretation of the applicable tax legislation. 

Information Security
Pason’s business operations utilize an extensive network of communications and computer hardware and 
software systems.  In addition, Pason’s equipment captures, transmits and stores significant quantities of 
drilling data on behalf of its customers. The Company take measures to protect the security and integrity of 
its information systems and data, however there is a risk that these measures may not fully protect against 
a potential security breach, which could have a negative impact on the Company’s ability to operate or its 
reputation with existing and potential customers.

Corporate Responsibility
Corporate responsibility is essential for Pason’s long-term profitability and value creation for all stakeholders.  
Pason conducts its business with integrity, transparency and accountability.  Pason promotes diversity and 
is committed to building an inclusive workforce at all levels and aims to create a workplace that is free of 
discrimination, harassment and violence and where all individuals are treated with dignity and respect. 

Many of Pason’s product development, supply chain and operational initiatives aim to minimize emissions 
and maximize recycling.  Pason’s products enable customers to operate more sustainably by improving the 
efficiency, effectiveness and safety of their drilling operations. In addition, Pason’s investments in the solar 
and battery storage space are starting to make an important contribution on the future of electricity generation 
and storage.

Pason supports activities, initiatives, and charities in areas where its employees live and work. Using a 
grassroots approach, Pason empowers its employees to get involved and support the causes that are 
meaningful to them.



15

Dividend Record and Policy
The amount of cash dividends declared per common share for each of the three most recently completed 
years is as follows:

Year Ended December 31, 2019 2018 2017
Dividends declared per common share $0.74 $0.70 $0.68

The Company does not have a formal dividend policy, and the decision to declare dividends in the future 
will be made by the Board of Directors.

Pursuant to the Canadian Income Tax Act, dividends paid by the Company to Canadian residents are 
considered to be “eligible” dividends. 

Description of Capital Structure
Pason is authorized to issue an unlimited number of common shares and an unlimited number of preferred 
shares. As at December 31, 2019, there were 84,442,772 common shares outstanding and no preferred 
shares outstanding. On March 17, 2020, there were 84,345,641 common shares outstanding, and no 
preferred shares outstanding.

Holders of Pason common shares are entitled to receive dividends if, as, and when declared by the Board 
of Directors. The holders of the common shares are entitled to receive notice of and to attend all meetings 
of shareholders, and are entitled to one vote per common share held at all such meetings. In the event of 
the liquidation, dissolution, or winding up of operations or other distribution of assets among Pason 
shareholders for the purpose of winding up its affairs, Pason’s shareholders will be entitled to participate 
rateably in any distribution of assets.

Select Pason employees participate in a corporate stock-option plan. Pason directors participate in a deferred 
share unit plan.

All options are issued at market price and vest over three years and expire after five years.

Normal Course Issuer Bid (NCIB)
In 2018, the Company implemented an NCIB which ended on December 17, 2019.  The Company renewed 
the expiring NCIB,  which commenced on December 18, 2019 and expires on December  17, 2020.  Under 
the new NCIB, the Company may purchase for cancellation, from time to time, as the Company considers 
advisable, up to a maximum of 6,777,270 common shares, which represent 10% of the public float.

The actual number of common shares that may be purchased for cancellation and the timing of any such 
purchases will be determined by the Company, subject to a maximum daily purchase limitation of 44,210 
common shares.  The Company may make one block purchase per calendar week which exceeds the daily 
purchase restriction.

For the year ended December 31, 2019, the Company purchased 1,538,000 common shares for cancellation, 
for a total cash consideration of $24,040,000.
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Market for Common Shares
The common shares of Pason are listed and posted for trading on The Toronto Stock Exchange under the 
symbol “PSI”. The following table outlines the share price trading range and volume of shares traded by 
month in 2019.

2019 High Low Close Share Volume
January 21.31 17.82 20.67 2,352,718
February 20.88 19.45 20.26 3,209,675
March 20.80 19.50 19.50 2,426,821
April 20.84 19.53 19.95 2,051,242
May 21.00 18.72 19.32 3,025,413
June 19.46 18.32 18.98 2,859,054
July 19.17 17.42 17.74 3,457,002
August 17.91 15.43 15.79 3,921,983
September 17.94 15.69 16.15 2,377,158
October 16.25 13.91 14.14 3,667,071
November 14.64 12.45 12.90 6,281,685
December 13.67 12.73 13.11 5,322,808
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Directors and Officers
The following table sets out information in respect of Pason’s directors and executive officers:

Directors

Name and Residence Director 
Since (1)

Position(s) and
Membership(s) Principal occupation (if not with Pason)

James D. Hill
Alberta, Canada 1996 Chairman of the Board

James B. Howe
Alberta, Canada 1996

Lead Director, Audit
Committee (Chair), and
Corporate Governance and
Nomination Committee

Professional Director and President of Bragg
Creek Financial Consultants Ltd., a private
financial consulting company.

Marcel Kessler
Alberta, Canada 2012 Director, President and CEO

T. Jay Collins
Texas, USA 2012

Director, HR and
Compensation Committee
(Chair), and  Audit
Committee

Professional Director and former CEO of
Oceaneering International, Inc.

Judi Hess 
British Columbia, Canada 2015

Director, Corporate 
Governance and 
Nomination Committee
(Chair), and HR and 
Compensation Committee

CEO of Copperleaf Technologies Inc.

Laura Schwinn
Maryland, USA 2019

Director,  Audit Committee,
HR and Compensation
Committee, Corporate
Governance and
Nomination Committee

President of W.R. Grace & Co's Specialty
Catalysts

Executive Officers

Name and Residence Officer
Since Executive Office Principal occupation last five years (if

not with Pason)

Marcel Kessler
Alberta, Canada 2011 President and Chief

Executive Officer

Jon Faber CFA, CBV, CPA
Alberta, Canada 2014 Chief Financial Officer

David Elliott CPA, CA
Alberta, Canada 2006 VP, Finance

Russell Smith
Texas, USA 2010 VP, Operations -

International and Offshore
Kevin Boston
Texas, USA 2010 VP, Business Development

Timur Kuru
Texas, USA 2016 VP, Operations - USA Executive Vice President of Solaris

Bryce McLean
Alberta, Canada 2017 VP, Operations - Canada

Lars Olesen
Alberta, Canada 2017 VP, Product Management

Ryan Van Beurden
Alberta, Canada 2017 VP, Rigsite R&D

Reid Wuntke
Alberta, Canada 2019 President, Energy Toolbase

Software Inc.
Co-founder and COO of MobSquad, prior to that Director, 
Corporate Development at Parkland Fuel.

Natalie Fenez
Alberta, Canada 2019 VP, Legal , Corporate

Secretary
Corporate Services Lawyer at the City of Calgary, prior to 
that Legal Counsel at Alberta Health Services

Fiona Mueller-Thode
Alberta, Canada 2019 President, Verdazo

Analytics Inc.

(1) All directors have been elected to serve a one-year term, and will be deemed to retire from office not later than the close of the next annual general 
meeting of shareholders (scheduled for April 30, 2020) unless they are re-elected. Pason directors do not have term limits or mandatory retirement.
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As of March 17, 2020, the directors and executive officers of Pason, as a group, beneficially owned, directly 
or indirectly, or exercise control or direction over approximately 8,167,000 common shares, representing 
approximately  9.7% of the issued and outstanding common shares. In addition, as a group, executive officers 
hold options to purchase an additional 2,305,000 common shares.
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Interests of Management and Others in 
Material Transactions
During the past three years, there have been no material interests, direct or indirect, of any senior officer, 
director, an associate, or any shareholder who beneficially owns, or controls or directs, directly or indirectly, 
more than 10% of the outstanding securities, or any known associate or affiliate of such persons, in any 
transaction or in any proposed transaction which has materially affected or would materially affect Pason.

Material Contracts
Pason’s business is not subject to any significant long-term contracts and, therefore, business prospects 
are tied to general rig activity levels in the regions that the company operates in.

Future Accounting Policy Changes
The following amendments have been issued and are effective for financial years beginning on or after 
January 1,2020. Amendments that are not applicable to the Company have been excluded. The Company 
does not anticipate that the adoption of any of these amendments will have a material impact on the financial 
statements. 

IFRS 3, Business combinations 

Amendments to IFRS 3, Business Combinations, effective January 1, 2020, assist in determining whether 
a transaction should be accounted for as a business combination or an asset acquisition. It amends the 
definition of a business to include an input and a substantive process that together significantly contribute 
to the ability to create goods and services provided to customers, generating investment and other income, 
and it excludes returns in the form of lower costs and other economic benefits. The amendments will be 
applied prospectively to new transactions.

IAS 28, Investments in associates and joint ventures  

Indicates that long-term interests in an associate or joint venture, such as long-term loans, should be 
accounted for using IFRS 9, Financial instruments.

IAS 12/IFRIC 23, Income taxes  

Clarified that IAS 12 applies to accounting for uncertain tax positions. The IFRIC includes guidance to deal 
with uncertainty of tax treatments.
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Transfer Agent and Registrar
Computershare Trust Company of Canada
600, 530 - Eighth Avenue SW
Calgary, Alberta, T2P 3S8

Interests of Experts
There is no person or company whose profession or business gives authority to a statement made by such 
person or company and who is named as having prepared or certified a statement, report or valuation or 
included in a filing, or referred to in a filing, made under National Instrument 51-102 by us during, or related 
to, our most recently completed financial year end other than Deloitte LLP, Chartered Professional 
Accountants, Pason’s independent auditors. Deloitte LLP is independent in accordance with the Rules of 
Professional Conduct of the Chartered Professional Accountants of Alberta.
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Audit Committee
Audit Committee Mandate
The mandate of the Audit Committee is attached as “Appendix A” to this Annual Information Form.

Composition of Audit Committee
Pason’s Audit Committee consists of James B. Howe (Chair of Committee), T. Jay Collins and Laura Schwinn. 
Each member of the Audit Committee is independent and none receives, directly or indirectly, any 
compensation from Pason other than ordinary course compensation for service as a member of the Board 
of Directors and its committees. All members of the Audit Committee are financially literate as defined under 
Multilateral Instrument 52-110 Audit Committees.

Relevant Education and Experience of Audit Committee 
Members
In addition to each member’s general business experience, the education and experience of each Audit 
Committee member that is relevant to the performance of his responsibilities as an Audit Committee Member 
is as follows:

James B. Howe C.A.
Mr. Howe, 70, of Calgary, Alberta, Canada, has been a director of Pason Systems Inc. since 1996. 

Mr. Howe is President of Bragg Creek Financial Consultants Ltd., a private financial consulting company. 
He has served as Chief Financial Officer of several public companies and also serves on the board of directors 
and audit committees of Bengal Energy Ltd., and Ensign Energy Services Inc. Mr. Howe earned a B.A. from 
the Ivey School of Business at the University of Western Ontario and is a member of the Chartered 
Professional  Accountants of Alberta. He has been a member of Pason’s Audit Committee for twenty-three 
years.

T. Jay Collins
Mr. Collins, 73, of Houston, Texas, USA has been a director of the Corporation since 2012. Since 2002, Mr. 
Collins has been a director of Oceaneering International, Inc., a global oilfield provider of engineered service 
and products primarily to the offshore oil and gas industry. 

Mr. Collins served as Chief Executive Officer of Oceaneering from 2006 to 2011, and held numerous senior 
positions in the company prior to that, including Chief Operating Officer from 1998 to 2006, Executive Vice 
President – Oilfield Marine Services from 1995 to 1998, and Senior Vice President and Chief Financial Officer 
from 1993 to 1995. Mr. Collins has substantial knowledge and experience in the oil and gas industry and 
has served on numerous boards affiliated with the industry, including the National Ocean Industries 
Association, National Petroleum Council, the American Productivity & Quality Center, the Texas Institute of 
Science, and the Houston Technology Center. He also serves on the board of Murphy Oil Corporation. Mr. 
Collins holds an MBA from Harvard Graduate School of Business and both his Bachelor of Arts degree and 
Masters of Engineering in Chemical Engineering from Rice University. He has been a member of Pason’s 
Audit Committee for seven years.

Laura Schwinn
Ms. Schwinn, 55, of  Olney, Maryland, USA, has been a director of Pason Systems Inc. since 2019. 

Laura Schwinn is the President of W. R. Grace & Co.’s Specialty Catalysts business, a publicly traded 
specialty chemicals company. Prior to this, Ms Schwinn was the CEO of C&C Reservoirs, a privately-owned, 
global company that provides reservoir knowledge used to derive detailed insight across the E&P lifecycle. 
Prior to joining C&C, Laura Schwinn was at Halliburton, one of the world's largest oil field service companies. 
Ms. Schwinn was appointed to Pason's Audit Committee in 2020.
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Pre-Approval Policies and Procedures
Pason’s Audit Committee mandate requires the Audit Committee pre-approve all non-audit services to be 
provided to Pason or any of its subsidiaries by the external auditor, provided that the Audit Committee may 
satisfy the pre-approval requirement by delegating to the Chairman the authority to pre-approve non-audit 
services and report to the Audit Committee all pre-approvals.

External Fees by Category
Deloitte LLP has served as Pason’s external auditor since November 1996. The following table lists the fees 
paid to Deloitte LLP, by category, for the last three years:

Service 2019 2018 2017
Audit (1) $295,000 $224,400 $214,500
Audit-related (2) 37,800 36,000 36,000
Tax fees 58,400 106,200 56,300
Other (3) 31,500 — —

Total fees $422,700 $366,600 $306,800

(1) 2019 amounts include costs for auditing new lease standard, acquisition of ETB, the investment in IWS, and hyperinflationary accounting.
(2) Audit-related—assurance services related to review of financial statements. 
(3) Other—services that do not fall under previous categories. 

Additional Information
Additional information relating to Pason is available via the System for Electronic Document Analysis and 
Retrieval (SEDAR) at www.sedar.com.

Additional information, including directors' and officers' remuneration, principal holders of Pason's securities 
and options to purchase securities, is contained in Pason's Information Circular dated March 17, 2020, which 
relates to the Annual Meeting of Shareholders to be held on April 30, 2020. Additional financial information 
is contained in Pason’s comparative Audited Consolidated Financial Statements for the years ended 
December 31, 2019 and 2018 and Management’s Discussion and Analysis, which are included in Pason’s 
Annual Report for the year ended December 31, 2019.
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Mandate & Terms of Reference of the Audit 
Committee
Currency of the Mandate
This mandate was reviewed and approved by the Board of Directors on February 26, 2019.

Purpose
The purpose of the Audit Committee (the “Committee”) of the Board of Directors (the “Board”) of Pason 
Systems Inc. (“Pason”) is to assist the Board in fulfilling its oversight responsibilities in relation to the review 
and approval of the financial statements and financial reporting of Pason and its subsidiaries including; 
management’s assessment of internal controls over financial reporting and other internal and disclosure 
controls, the performance of external and internal audits, compliance with regulatory and reporting 
requirements, and the risk management systems and procedures of Pason as they relate to presentation 
and integrity of financial information. The Committee shall also be directly responsible for overseeing the 
relationship of the external auditors with Pason. The external auditors shall report directly, and be accountable, 
to the Committee.

Mandate
Financial Statements and Financial Reporting
With respect to financial statements and reporting the Committee shall:

• Review with management and the external auditors, and recommend to the Board for approval, the 
annual and periodic financial statements of Pason, the reports of the external auditors thereon and 
related financial reporting, including Management’s Discussion and Analysis (“MD&A”) and earnings 
press releases prior to the public disclosure of such information.

• Review with management and recommend to the Board for approval, any financial statements of Pason, 
which have not previously been approved by the Board and are to be included in a prospectus of Pason 
or other documents required by applicable securities law.

• Review with management, management’s internal control reports of Pason and the related required 
disclosures, if any, as required by applicable securities laws, rules and guidelines.

• Review accounting, tax and financial aspects of the operations of Pason and the reporting thereon as 
the Committee considers appropriate.

• Consider and be satisfied that appropriate processes are in place with respect to applicable certification 
requirements regarding Pason’s annual and interim financial statements and other disclosure.

• Consider and be satisfied that adequate procedures are in place for the review of Pason’s public 
disclosure of financial information extracted or derived from Pason’s financial statements and periodically 
assess the adequacy of such procedures.

• Review with management, the external auditors, and, if necessary, legal counsel, any litigation, claim 
or contingency, including legal, regulatory compliance and tax assessments that could have a material 
effect upon the financial position of Pason, and the manner in which these matters may be, or have 
been, disclosed in the financial statements.

• Review accounting principles and changes thereto, significant accruals, reserves or other estimates, 
accounting treatment of unusual or non-recurring transactions, compliance with covenants under loan 
agreements, disclosure requirements for commitments and contingencies and other accounting and 
auditing principles and practices including off balance sheet items.

• Review with management and recommend to the Board for approval, Pason’s Annual Information Form.
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Relationship with External Auditors
With respect to matters concerning the external auditors the Committee shall:

• Review and evaluate the external auditors, including the lead partner’s performance, assuring rotation 
of the lead partner and make a recommendation to the Board as to the appointment or re-appointment 
of the external auditors, ensuring that such auditors are participants in good standing pursuant to 
applicable securities laws.

• Meet regularly with external auditors without management present.
• Consider and make a recommendation to the Board as to the compensation of the external auditors.
• Review and approve the annual audit plan of the external auditors.
• Oversee the work of the external auditors engaged for the purpose of preparing or issuing an auditor’s 

report or performing other audit work, reviews or attesting services, including review of post audit 
management letters and the resolution of any disagreements between management and the external 
auditors.

• Review and discuss with the external auditors all significant relationships that the external auditors and 
their affiliates have with Pason and their affiliates in order to determine the external auditors’ 
independence, including, without limitation, (a) requesting, receiving and reviewing, on a periodic basis, 
a formal written statement from the external auditors delineating all relationships that may reasonably 
be thought to bear on the independence of the external auditors with respect to Pason, (b) discussing 
with the external auditors any disclosed relationships or services that the external auditors believe may 
affect the objectivity and independence of the external auditors, and (c) recommending that the Board 
take appropriate action in response to the external auditors’ report to satisfy itself of the external auditors’ 
independence.

• As may be required by applicable securities laws, rules and guidelines, either: 
 Pre-approve all non-audit services and the fees for such services, to be provided by the external 

auditors to Pason or its subsidiaries, or in the case of de minimus non-audit services, approve 
such non-audit services prior to the completion of the audit; or

 Adopt specific policies and procedures for the engagement of the external auditors for the 
purpose of the provision of non-audit services.

• Review and approve the hiring policies of Pason regarding partners, former partners, employees and 
former employees of the present and former external auditors of Pason.

Internal Controls
With respect to internal controls the Committee shall:

• Review the appropriateness of the accounting practices and policies of Pason and review any proposed 
changes thereto.

• Review with management and the external auditors, the adequacy and effectiveness of the internal 
control and management information systems and procedures of Pason (with particular attention given 
to accounting, financial statements, financial reporting matters and antifraud processes) and satisfy itself 
that Pason is in compliance with applicable legal and regulatory requirements and relevant Pason 
policies.

• Review the external auditors’ recommendations regarding any matters, including internal control and 
management information systems and procedures, and management’s responses thereto.

• Review with management, on at least an annual basis, their approach to monitoring the performance 
of the internal controls over financial reporting in accordance with their CEO/CFO certification process, 
and any as required by applicable securities laws, rules and guidelines.

• Be responsible for monitoring the Ethics Hotline for financial matters and reporting any material findings 
to the Board and recommend a course of action.

• Establish procedures for the receipt, retention and treatment of complaints, submissions and concerns, 
by employees or otherwise, regarding financial reporting and disclosure, accounting, internal accounting 
controls or auditing matters on an anonymous and confidential basis.

• Review policies and practices concerning the expenses and perquisites of the Chairman and CEO, 
including the use of the assets of Pason.
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• Review with external auditors any corporate transactions in which directors or officers of Pason have a 
personal interest.

Financial Risk Management 
With respect to managing risks the Committee shall: 

• Review with management and the external auditors the significant financial risks and exposures of Pason.
• Review and assess the steps, policies and procedures management has taken to mitigate such risks 

including insurance policies and coverage.
• Report the results of such reviews to the Board for the purpose of assisting the Board in identifying the 

principal business risks associated with the businesses of Pason and assessing Pason’s risk 
management policies and procedures.

• Review and, if advisable, approve policies and procedures with respect to officers’ and directors’ 
expenses and perquisites and consider the results of any review of these areas by the internal or external 
auditors.

Membership and Organization
Duties and Responsibilities of the Committee Chair
In addition to the duties of the Committee, as set forth in this Mandate, the additional responsibilities of the 
Committee Chair are as follows: 

• Be an independent member of the Board of Directors. 
• Set the tone for the Committee work, ensuring Committee meetings are conducted in an efficient, effective 

and focused manner. 
• Oversee the logistics of the Committee’s operations in accordance with good governance practices 

including the schedule and frequency of meetings. 
• Provide leadership to the Committee, assisting the Committee in monitoring its responsibilities and 

reporting to the Board on the recommendations and decisions of the Committee.
• Advise the Committee of any finance, accounting or misappropriation matters brought to the Chair’s 

attention through the Corporations Ethics and Conduct hotline procedures.
• Ensure Committee meetings are conducted in an effective, efficient and focused manner. 

Meetings
The procedures for Committee meetings shall be specified in the Mandate of the Board of Directors. 

Authority to Engage Experts
The Committee has the authority to engage independent counsel and other advisors as it determines 
advisable to carry out its duties with such engagement to be at Pason’s expense.

Review of Terms of Reference
The Committee shall review and reassess the adequacy of this mandate at least once per year, and otherwise 
as deemed appropriate, and recommend changes to the Board. 

No Rights Created
This Mandate does not create any legally binding obligations on the Board, any Board committee, any 
Director or Pason. 
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