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PASON SYSTEMS INC.
Notice of Annual General and Special Meeting of Shareholders
The holders of common shares (the “Shareholders”) of Pason Systems Inc. (“Pason”) are invited to our
Annual General and Special Meeting of Shareholders (the “Meeting”).

Date and Time
Thursday, April 29, 2021 at 3:30 p.m. (Mountain Standard Time)

Location
This meeting will be conducted via live audio webcast at https://web.lumiagm.com/259295880. Additional
details on how to access and login to the Meeting will be provided on Pason’s website at www.pason.com.
We recommend that you log in to the webcast at least fifteen minutes before the time of the virtual
meeting.

Items of Business
The following items of business will be addressed at the Meeting:
1. Receive the audited consolidated financial statements and the report of the auditors for the
year ended December 31, 2020;
2. Fix the number of directors to be elected at the Meeting at six;
3. Elect the directors of Pason for the ensuing year;
4. Reappoint Deloitte LLP as auditors of Pason for 2021 and authorize Pason’s Board of
Directors to fix their remuneration;
5. Conduct a non-binding “say on pay” advisory vote on Pason’s approach to executive
compensation;
6. Approve the 2021 Stock Option Plan; and
7. Transact such other business as may properly come before the Meeting or any adjournment
or postponement of the Meeting.

Voting
If you are a Shareholder of record of Pason common shares at the close of business on March 17, 2021,
you are entitled to receive notice of, attend, and vote at this Meeting or any adjournment or postponement
of it. Whether or not you plan to attend the Meeting, we encourage you to vote in accordance with the
instructions on the form of proxy or voting instruction form.
The attached Management Information Circular includes important information about what the Meeting will
cover, how to vote, our governance practices and executive compensation at Pason.
By order of the Board of Directors of Pason Systems Inc.

Jon Faber, President & Chief Executive Officer
March 17, 2021 in Calgary, Alberta
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About this Circular and Related Proxy Materials
Management Information Circular dated March 17, 2021, for the Annual General
and Special Meeting of Shareholders to be held on Thursday, April 29, 2021

FAQs: Meeting and Voting
What is the Purpose of this Mailing?
The management of Pason Systems Inc. (“Pason” or the “Corporation”) is providing this management
information circular (the “Information Circular”) and related proxy materials to holders (“Shareholders”) of
common shares (the “Shares”) of Pason in connection with the Annual General and Special Meeting (the
“Meeting”) of Shareholders to be held on the date and time and at the location noted below.
This Information Circular describes the business of the Meeting, including details about the particular
matters to be voted on and the voting process itself. It also provides information about Pason’s director
nominees and about Pason’s executive compensation and corporate governance practices.
Shareholders are encouraged to attend the Meeting and to exercise their votes. Shareholders may vote in
advance using the form of proxy even if they plan to attend the Meeting. If a Shareholder is unable to attend
the day of the Meeting, such Shareholder may still vote by proxy. Read the information contained in the
following paragraphs for more details about voting.
Pason is not using what is referred to as “Notice-and-Access” to send this Information Circular and the
related materials to Shareholders for this Meeting, nor is Pason sending these materials directly to
beneficial owners.
Unless otherwise stated, information in this Information Circular is given as at March 17, 2021, and amounts
are expressed in Canadian dollars.

When and Where is the Meeting?
The Meeting is being held on Thursday, April 29, 2021 at 3:30 p.m. (MST) and will be conducted via live
audio webcast at https://web.lumiagm.com/259295880. Additional details on how to access and login to
the Meeting will be provided on Pason’s website at www.pason.com. We recommend that you log in to
the webcast at least fifteen minutes before the time of the virtual Meeting.

What are we Voting on at the Meeting?
At the Meeting, Pason’s 2020 consolidated audited financial statements and the auditor’s report on those
statements will be presented. No vote will occur. Shareholders will then be asked to vote on the following
business:
1. Fix the number of directors to be elected at the Meeting at six;
2. Elect the directors of Pason for the ensuing year;
3. Reappoint Deloitte LLP as auditors of Pason for 2021 and authorize Pason’s Board of
Directors to fix their remuneration;
4. Conduct a non-binding “say on pay” advisory vote on Pason’s approach to executive
compensation; and
5. Approve the 2021 Stock Option Plan.
A simple majority of more than 50% of the votes cast at the Meeting, personally or by proxy, are required
to approve each of the above matters to be considered at the Meeting. For more information about these
agenda items, go to Business of the Meeting on page 7.

Who is Eligible to Vote at the Meeting?
Only Shareholders of record at the close of business on March 17, 2021 (the “Record Date”) are entitled to
receive notice of and vote at the Meeting. Shareholders are entitled to one vote for each Share held. The

Pason Systems Inc. Information Circular

3

Shares are the only type of outstanding securities of the Corporation that allows the holders to vote at the
Meeting.
If a Shareholder acquires Shares after the close of business on the Record Date, that Shareholder may still
vote such Shares at the Meeting if, at least ten days before the Meeting, that holder of new Shares requests,
through ComputerShare Trust Company of Canada (the “transfer agent”), that their name be added to the
voting list and produces a properly endorsed Share certificate or otherwise establishes ownership of such
Shares.

How do I Determine if I am a Registered or a Beneficial (Non-Registered)
Shareholder?
You are a registered Shareholder if your Shares are registered in your name and you have a Share
certificate, or a form called a “direct registration advice” evidencing ownership. You are a beneficial
Shareholder if your broker, investment dealer, bank, trust company, nominee or intermediary (an
“intermediary”) holds your Shares for you. Registered Shareholders will have received an envelope
containing this Information Circular by mail directly from the transfer agent, whereas beneficial
Shareholders will have received it from their intermediary. If you are unsure whether you are a registered
or beneficial Shareholder, contact the transfer agent by phone at 1-800-564-6253 or by email at
service@computershare.com.
Pason will be sending proxy-related materials directly to non-objecting beneficial Shareholders. Registered
and beneficial Shareholders both have the right to vote, but each has a different voting process, as
explained below.

I am a Registered Shareholder. How do I Vote?
In order to maintain an orderly and efficient Meeting, Shareholders are encouraged to vote in advance of
the Meeting by completing a proxy, even if they are planning to attend the Meeting. If other business is
properly brought before the Meeting, Shares represented by proxy will be voted using the process described
under the heading How are Shares Represented by Proxy Voted?
If a registered Shareholder plans to vote on the day of the Meeting, such Shareholder does not need to do
anything except attend the Meeting. Registered Shareholders will be able to listen to the virtual meeting,
ask questions and vote online, all in real time, provided they are connected to the Internet and properly
follow the instructions contained on Pason’s website.
A registered Shareholder has the right to appoint the person of their choice (who does not need to
be a Shareholder) to attend and act on their behalf at the Meeting. To exercise that right, the name of
the company or person(s) to be designated must be written in the blank space on the form of voting proxy
that accompanied this Information Circular, or by completing another proper instrument of proxy.
Alternatively, registered Shareholders can transmit their voting instructions and appoint a proxy by Internet
at www.proxyvote.com. Registered Shareholders should have their control number in hand when they
access the website, as they will be prompted to enter their control number located on the form of proxy
delivered in the mailing package.

I am a Beneficial (Non-Registered) Shareholder. How do I Vote?
A substantial number of Shareholders are beneficial Shareholders. Pason does not have access to the
names or holdings of its beneficial Shareholders. Only those voting proxies deposited by Shareholders
whose names appear in Pason’s records as registered Shareholders can be recognized and acted upon at
the Meeting. You may provide voting instructions to your intermediary so that such intermediary may submit
a proxy, containing your voting instructions, on your behalf. Without specific voting instructions,
intermediaries are prohibited from voting for their clients.
Beneficial Shareholders should have received a notice from their intermediary providing instructions on how
to access an electronic copy of the Information Circular, together with a voting instruction form. Shareholders
should contact their intermediary if they did not receive a request for voting instructions. Each intermediary
has its own form or set of voting instructions, which should be followed carefully to ensure that all votes are
tabulated. A Shareholder's intermediary is required to seek instructions as to the manner in which to vote such
Shareholder's Shares. If a Shareholder does not complete a voting instruction form, such Shareholder's
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intermediary cannot vote the Shareholder's Shares. In addition to completing the voting instruction form and
returning it by mail, beneficial Shareholders can call the number on the voting instructions form to vote by
telephone, or lodge their voting instructions on the Internet at www.proxyvote.com. Beneficial Shareholders
will need the 12-digit control number found on the voting instruction form in order to vote by telephone or
online. There may be additional methods of voting and additional instructions identified on the intermediary’s
voting form.
A beneficial Shareholder who receives a voting instruction form from their intermediary cannot use that
voting instruction form to vote their Shares directly at the Meeting. The voting instruction form must be
returned as directed by the intermediary in advance of the Meeting date and by the deadline specified on
that voting instruction form in order to ensure the Shares are voted. Should a beneficial Shareholder wish
to attend and vote on the day of the Meeting, he or she must be named as a proxyholder by the intermediary
in a valid form of proxy. To do this, beneficial Shareholders should enter their name in the blank space on
the applicable form of proxy and return the document to the intermediary (or the agent of such broker or
other intermediary) well in advance of the Meeting. Duly appointed proxyholders will be able to listen to the
virtual meeting, ask questions and vote online, all in real time, provided they are connected to the Internet
and properly follow the instructions contained on Pason’s website. Beneficial Shareholders who have not
duly appointed themselves as proxyholders may still attend the virtual meeting as guests. Guests will be
able to listen to the meeting but will not be able to vote at the meeting or ask questions.

How are Shares Represented by Proxy Voted?
The Shares that are represented at the Meeting by properly executed proxies will be voted or withheld from
voting on the business matters identified in the Meeting agenda in accordance with the directions on the
voting proxy. In the absence of any specific directions, the Corporation’s designees, if named as
proxy, will vote FOR each of the matters on the agenda. If a person other than the Corporation’s
designee is named as proxy, Shares represented by proxy will be voted in accordance with that designated
person’s instructions at the Meeting.
If any other business is properly brought before the Meeting or there are amendments or variations to the
matters identified in the Notice of Meeting, the person named in the voting proxy, whether that be the
Corporation’s designee or another designee, will have the authority and discretion to vote the Shares
represented by the proxy appointing him or her, unless specific contrary instructions are provided in the
proxy. As of the date of this Information Circular, Pason is not aware of any amendments, variations or
other matters that may come before the Meeting, other than those listed on the agenda in the Notice of
Meeting. In the event that other matters come before the Meeting, then the Corporation’s designees will
vote on those matters in their judgment.
All Shareholder proxies must be received by the transfer agent, at 100 University Avenue, Eighth Floor,
Toronto, Ontario, M5J 2Y1, not later than 3:30 p.m. (MST) on April 27, 2021, or if the Meeting is postponed
or adjourned, not less than 48 hours (excluding Saturdays, Sundays and statutory holidays) before the start
time of the postponed or adjourned Meeting (the “voting deadline”). Registered Shareholders voting or
appointing a proxy by Internet or phone must submit those instructions by that same voting deadline.
A representative from the transfer agent, who will act as scrutineer at the Meeting, will confidentially count
and tabulate the votes. The transfer agent will refer forms of proxy to Pason if the Shareholder is clearly
intending to communicate with management, or if there is a question as to whether the proxy is valid.

Can a Proxy be Revoked?
A Shareholder who has submitted a proxy may revoke it at any time prior to it being exercised at the
Meeting. At law, a proxy may be revoked in a variety of ways.
Registered Shareholders may revoke their respective voting proxies for the Meeting by providing a written
instruction letter signed by the Shareholder or by the Shareholder’s authorized attorney or, if the Shareholder
is a corporation, under its corporate seal or executed by an officer or attorney of the corporation who is duly
authorized. Such written revocation instructions must be deposited either at Pason’s registered office before
the day of the Meeting or before the day of any postponement or adjournment of the Meeting or given to the
Chair of the Meeting on the day of the Meeting prior to its start. If a registered Shareholder appoints a proxy
holder and submits their voting instructions on the Internet through the transfer agent’s website, and
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subsequently wishes to change their appointment, a Shareholder may resubmit their proxy and/or voting
direction at any time before the voting deadline for the Meeting or any adjournment. When resubmitting a
proxy, the most recently submitted proxy will be recognized as the sole valid proxy. All previous proxies
submitted will be disregarded and considered revoked.
Beneficial Shareholders who wish to revoke their proxy must arrange for their respective intermediaries to
revoke the proxy on their behalf within the time specified by that intermediary, but in any event before the
day of the Meeting or before the day of any postponement or adjournment of the Meeting.

Procedural Matters
What is the Quorum for Meeting?
A quorum will be constituted at the Meeting if at least two persons are present, whether personally or by
proxy, each of whom is entitled to vote at the Meeting and who hold, or represent by proxy, not less than
25% of the Shares entitled to vote.
If a quorum is not present at the start of the Meeting, the Chair of the Meeting may postpone or adjourn the
Meeting to another time and place that will be announced at the original Meeting. If a quorum is present at
the start of the Meeting, the Meeting may proceed with its business, even if a quorum is not present
throughout the Meeting.
Are there any Conflicts of Interest in the Matters to be Acted Upon at the Meeting?
No current director, proposed nominee for election as a director or executive officer of Pason, nor any
associate or affiliate of the foregoing have any material interests, direct or indirect, by way of beneficial
ownership of securities or otherwise, in any matter to be acted upon other than the election of directors.
Who is Soliciting Proxies with this Information Circular?
Management of Pason is soliciting proxies to be voted at the Meeting, or at any postponement or adjournment
of the Meeting. Management and directors will solicit proxies by mail, in person or by telephone, facsimile or
other electronic means at a nominal cost. As of the date of this Information Circular, no professional advisors
have been retained to solicit proxies for the Meeting, though such arrangements may be made with brokerage
houses and other intermediaries, clearing agencies, custodians, nominees and fiduciaries at management’s
discretion. If such advisors are retained, Pason will pay the cost of that solicitation, including the payment of
fees and reimbursement of reasonable expenses.
Voting Securities and Principal Holders of Shares
Pason is authorized to issue an unlimited number of Shares and an unlimited number of preferred shares,
issuable in series. As of March 17, 2021, there were 83,088,941 Shares and no preferred shares issued
and outstanding. Each Share carries the right to one vote on any matter properly coming before the Meeting.
The following table sets forth the only persons or corporations who, to the knowledge of Pason’s directors
and executive officers, beneficially own, or exercise control or direction of, directly or indirectly, 10% or
more of the voting rights attached to the outstanding Shares as of March 17, 2021.
Name and Municipality
Fidelity Investments
Calgary, AB

Nature of Ownership
Indirect

(1)

Number of Shares

% of Class

11,274,227

13.57%

Kayne Anderson Rudnick Investment
Management, LLC

Indirect

10,599,133

12.76%

Burgundy Asset Management Ltd.

Indirect

9,238,918

11.12%

(1)

Fidelity Management & Research Company LLC; Fidelity Management Trust Company; Strategic Advisers LLC; Crosby Advisors LLC; FIAM LLC;
Fidelity Institutional Asset Management Trust Company; Fidelity (Canada) Asset Management ULC; and FIL Limited hold Shares on behalf of funds
and accounts it manages.

Advance Notice for Director Nominations
Pason’s Amended and Restated By-law Number 1 (the “By-laws”) requires advance notice for nomination of
directors for consideration at a meeting of Shareholders. The notice of director nominations must be submitted
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to the Corporate Secretary no later than 30 days and not more than 65 days prior to the date of an annual
meeting. The notice must include certain information about the proposed director nominee(s) and the
nominating Shareholder. Only those director nominees who comply with applicable requirements set out in
the By-laws will be eligible for election as directors of the Corporation. A copy of Pason’s By-laws is available
on SEDAR at www.sedar.com.
What are the Non-IFRS Financial Measures?
The following terms used in this Information Circular are not recognized measures under International
Financial Reporting Standards (“IFRS”), and accordingly, may not be comparable to measures used by
other companies:
•

Adjusted EBITDA;

•

Revenue per Industry Day;

•

Return on invested capital;

•

Days Sales Outstanding;

•

Total Return to Shareholders

•

Index Return; and

•

Relative Return.

Those non-IFRS financial measures are defined throughout this Information Circular and are included
because they are used by management for a variety of internal measurements that either must be disclosed
in this Information Circular, or are used by management to evaluate, among other things, operating
performance, leverage, and liquidity. Furthermore, certain non-IFRS measures are used in the calculations
of executive compensation payouts as is further disclosed under the heading, Compensation Discussion
and Analysis (“CD&A”), on page 19.

Business of the Meeting
Financial Statements, Auditors’ Report, and Management Report
The Board of Directors (the “Board”) of the Corporation has approved all of the information in the 2020
Annual Report that accompanies this Information Circular, including the consolidated audited financial
statements of the Corporation and the auditors’ report thereon. A copy of the financial statements is also
available on SEDAR at www.sedar.com and on the Corporation’s website (www.pason.com). No vote by
the Shareholders will be taken with respect to this matter.

Fixing the Number of Directors
The Articles of the Corporation provide that Pason may have between one and fifteen members on its
Board. The Corporation currently has six directors, all of whom are standing for re-election. At the Meeting,
Shareholders will be asked to approve an ordinary resolution to fix the number of directors to be elected at
the Meeting at six. If no choice is specified, the Shares represented by a proxy for the Meeting will
be voted FOR fixing the number of directors at six.

Election of Directors
All of the six nominees listed named herein have consented to their nomination. Management does not
contemplate that any of the following nominees will be unable to serve as directors; however, if for any
reason any of the proposed nominees do not stand for election at the Meeting or are unable to serve as
such, proxies in favour of the Corporation’s designees will be voted for another nominee at their discretion
unless the Shareholder has specified in his or her proxy that his or her Shares are to be withheld from
voting in the election of directors.
The current Board and management unanimously recommend that each of the following nominees be
elected to serve as directors of the Corporation, to hold office until the next annual Meeting of Shareholders
or until such person’s successor is elected or appointed:
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•

Marcel Kessler

•

T. Jay Collins

•

Jon Faber

•

Judi M. Hess

•

James B. Howe

•

Laura L. Schwinn

Detailed information about these nominees can be found in this Information Circular under the heading
Information on Director Nominees on page 12. All the individuals nominated as directors are currently
members of the Board.
The voting results from the last three years’ Meetings for those six directors standing for re-election were
as follows:
Director
2020

(1)

Marcel
Kessler
75,016,306
(99.06%)

T. Jay Collins

Jon Faber(1)

Judi M. Hess

75,559,276
(99.78%)

n/a

75,514,940
(99.72%)

James B.
Howe
74,145,037
(97.91%)

2019

73,229,885
(99.67%)

72,880,036
(99.19%)

n/a

72,459,204
(98.62%)

69,640,631
(94.78%)

2018

76,130,177
(99.83%)

75,732,008
(99.30%)

n/a

75,518,605
(99.03%)

73,667,353
(96.60%)

Laura L.
Schwinn
75,572,949
(99.80%)
n/a
n/a

Jon Faber was appointed by the Board as a director on October 1, 2020.

It is the intention of the Corporation’s designees, if named as proxy, to vote in favour of the election of the
proposed six nominees to the Board. If no choice is specified, the Shares represented by a proxy for
the Meeting will be voted FOR the election of each of these nominees.
Pason has adopted a majority voting policy as described under the heading Majority Voting on page 15.

Appointment of Auditors
The Board, on recommendation from the Audit Committee, recommends that Deloitte LLP, Chartered
Professional Accounts, Calgary, Alberta (“Deloitte LLP”) be appointed as auditors of Pason until the next
annual meeting of Shareholders at a remuneration to be determined by the directors of the Corporation.
Deloitte LLP has continuously served as the auditors of the Corporation since 1996. Below is a breakdown
of fees paid to Deloitte LLP, by category, for the last three years:
Service
Audit fees

(1)

2019

2018

$262,500

$310,000

$224,400

Audit-related fees (for assurance services related to review of financial
statements)

$37,800

$37,800

$36,000

Tax fees (for tax compliance, advice, and planning)

$144,200

$108,400

$106,200

-

$31,500

-

$444,500

$487,700

$366,600

All other fees (for services that do not fall under the previous categories)
Total
(1)

2020

2019 amount includes costs for auditing new lease standard, acquisition of ETB, investment in IWS, and hyper-inflationary accounting.

Unless such authority is withheld, the Corporation’s designees, if named as proxy, intend to vote
the Shares represented by any such proxy for the appointment of Deloitte LLP as auditors for the
Corporation for the ensuing year at a remuneration to be determined by the Board.
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Non-Binding “Say on Pay” Advisory Vote on Pason’s Approach to Executive
Compensation
At the Meeting, Shareholders will be asked to vote, on an advisory and non-binding basis, on Pason’s
approach to executive compensation. Information regarding Pason’s executive compensation practices is
described in this Information Circular under the heading Compensation Discussion and Analysis (CD&A).
The Board believes that Shareholders should have sufficient information to fully understand the
Corporation’s approach to executive compensation, including the process to set and review compensation
levels, general long-term objectives, tools used to align interests with Shareholders, criteria used to
measure at-risk compensation, and the extent of the upside and downside of variable rewards linked to
corporate and individual performance. Shareholders are encouraged to review the discussion about
Pason’s executive compensation under the heading Compensation Discussion and Analysis (CD&A) to
cast an informed vote.
Voting results from the last three years are set out in the following table:
Say on pay vote
Vote in favour

2020

2019

2018

96.83%

97.89%

99.69%

At the Meeting, Shareholders will be asked to consider and, if deemed advisable, approve the following
advisory resolution:
“BE IT RESOLVED, on an advisory basis, and not to diminish the role and responsibilities of the
Board of Pason Systems Inc. (“Pason”) or its committees, that the Shareholders of Pason accept
the approach to executive compensation disclosed in Pason’s Management Information Circular
dated March 17, 2021, and delivered in advance of the 2021 Annual General and Special Meeting
of Shareholders.”
As this is an advisory vote, the results will not be binding upon the Board. The Board, and specifically the
Human Resources and Compensation Committee, will not be obligated to take any compensation actions,
or make any adjustments to executive compensation programs or plans, as a result of the vote. However,
the Board will take the voting results and other Shareholder feedback into consideration when evaluating
the Corporation’s approach to executive compensation, including discretionary awards. The Board and the
Human Resources and Compensation Committee actively monitor trends relating to compensation and
governance of compensation to ensure executive management is aligned with Shareholder interests and
incentivized to act in the best interests of Pason. It is the intention of the persons named in the
accompanying instrument of proxy, if not expressly directed to the contrary in such instrument of
proxy, to vote the Common Shares represented by such proxies FOR the approach to executive
compensation as described in this Information Circular.

Approval of the 2021 Stock Option Plan
The Human Resources and Compensation Committee recommends replacing Pason’s existing Amended
and Restated Stock Option Plan, approved by Shareholders on May 3, 2018 (the “Existing Stock Option
Plan”) with the 2021 Stock Option Plan attached to this Information Circular as Schedule A (the “2021
Stock Option Plan”). The purpose, mechanics and other material features of the 2021 Stock Option are
substantially similar to the Existing Stock Option Plan. Further information about the details Pason’s 2021
Stock Option Plan is discussed under the heading Long-Term Incentives on page 26.
Below is a summary of the key differences between the 2021 Stock Option Plan and the Existing Stock
Option Plan:
•

Revises the definition of a “change of control”, which dictates the conditions required to trigger an
early vesting of any options granted under the plan (see section 2.b. of the 2021 Stock Option
Plan). The proposed new definition will align the 2021 Stock Option Plan with Pason’s other longterm incentive plans, ensuring that early vesting would be triggered by the same change of
control events under all plans. Under the Existing Stock Option Plan, a “change of control” is
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deemed to occur if one of the following occurs:
1. 25% of Pason’s voting securities are acquired (through a new acquisition of stock or
cumulatively with stock already held) by any individual or group acting together (unless it
is the result of a private placement by Pason)
2. Any business combination (acquisition, merger, etc.) where Pason’s Shareholders hold
less than 50% of the votes of the combined/new entity; or
3. If the current members of the Board (or subsequent members of the Board approved by a
majority of the then current members) no longer comprise a majority of the Board.
Under the proposed new definition, a change of control would be deemed to occur if one of the
following occurs:
1. A person or group of persons acquires an equity interest in Pason that, together with all
other equity interests already held by such individual or group, constitutes more than 50%
of the total fair market value or total voting power of the equity interests in Pason;
2. A person or group of persons acquires (or has acquired in the last 12 months) an equity
interest in Pason possessing 50% or more of the total voting power of the equity interests
in Pason or a majority of the members of the Board is replaced during any 12-month
period by directors whose appointment is not endorsed by a majority of the then current
members; or
3. A person or group of persons acquires (or has acquired in the last 12 months) assets
from Pason having a total gross fair market value equal to or in excess of 40% of the total
gross fair market value of all Pason’s assets.
•

Reduces the option period from a maximum of 10 years to a maximum of 5 years.

If approved by Shareholders, all outstanding options to purchase Shares issued under the Existing Stock
Option Plan will be deemed governed by the terms of the 2021 Stock Option Plan. There will be no new
grants under the Existing Stock Option Plan and the Corporation will only be permitted to grant new stock
options under the 2021 Stock Option Plan.
The maximum percentage of Shares issuable under the 2021 Stock Option Plan is 7% of issued and
outstanding Shares. It is a ‘rolling’ plan and requires approval every three years by both a majority of
Pason’s Board and a majority of Shareholders. Shareholders are therefore being asked to approve the
2021 Stock Option Plan until April 29, 2024.
If not approved by Shareholders, options that are currently outstanding under the Existing Stock Option
Plan will continue unaffected; however, Pason will be unable to grant any new options whatsoever.
Proposed resolution to adopt the 2021 Stock Option Plan
At the meeting, Shareholders will be asked to vote for or against the following resolution:
“BE IT RESOLVED:
1. The 2021 Stock Option Plan which is described in in Pason’s Management Information
Circular dated March 17, 2021, be and is hereby approved, ratified and confirmed; and
2. Any officer or director of Pason be and is hereby authorized for and on behalf of Pason,
under corporate seal or otherwise, to do all such things and to execute all such documents or
instruments as may be necessary or desirable to give effect to this resolution and the matters
authorized hereby, such determination to be conclusively evidenced by the execution and
delivery of any such documents or instruments and the taking of any such actions.”
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Other Business
The Board and executive officers of the Corporation know of no amendment, variation or other matter to
come before the Meeting other than the matters referred to in the Notice of Meeting. If any other matter
properly comes before the Meeting, however, the proxies will be voted on such matters in accordance with
the best judgment of the person or persons voting the proxies.
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Information on Director Nominees
The following information about each director nominee is, unless otherwise stated, based on records
available to the Corporation as of March 17, 2021, those being corporate records, public records, and
information provided by each nominee.
James D. Hill retired as Chair of Board on September 30, 2020 and will not be nominated for re-election in
2021. On September 30, 2020, Marcel Kessler retired as President & Chief Executive Officer (CEO), and
on October 1, 2020 he succeeded Mr. Hill as non-executive Chair of the Board. On the same date, the
Board appointed Jon Faber to succeed Mr. Kessler as President & CEO and as a director on the Board.

Director Biographies
MARCEL KESSLER
Marcel Kessler was appointed as non-executive Chair of the Board in 2020 and was President and
Chief Executive Officer of Pason from 2011 to 2020. Prior to joining Pason, Mr. Kessler was President,
North America, of Exploration Logistics Group, a medical and safety services provider for remote
operations, President and Chief Executive Officer of CCR Technologies Ltd., a petrochemical
reclamation company, and a partner with McKinsey & Company, a management consulting firm. He has
a master’s degree in finance from the London Business School and a master’s degree in engineering
from the Swiss Federal Institute of Technology. Mr. Kessler is considered a non-independent director
because of his role with Pason prior to his appointment as Chair of the Corporation.
Pason Securities Held
Shares(1)
65,000

Board and Committees
Board of Directors
Non-Executive Chair of
the Board
Director since: 2012
Non-Independent
Age: 54
Calgary, Alberta,
Canada
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RSUs(2)(5)
-

DSUs (2)
-

Total Shareholdings(3)
$634,400

2020 Meetings(6)

Total 2020
Attendance

Value of Total
2020
Compensation(4) (5)

5/5

100%

-

Expertise: Board & Governance, Leadership Experience, Industry Experience, Financial
Literacy, Technology, Human Resources and Compensation, International Business & Health,
Safety, Environmental and Social Responsibility.
Other Public Company Board/Committee Memberships
Company
Listing
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none

-

Positions

-

T. JAY COLLINS
Jay Collins has been a director of Oceaneering International, Inc. since 2002. He previously served as
Chief Executive Officer of Oceaneering International, Inc. from 2006 to 2011, President from 1998 to
2011, Chief Operating Officer from 1998 until 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 over 40 years of experience with companies engaged in oilfield-related or other energy-related
businesses.
Pason Securities Held
Shares(1)
Board and Committees
Board of Directors

Compensation
Committee Chair
Director since: 2012
Independent
Age: 74
Houston, Texas, USA

DSUs(2)
84,176
2020 Meetings
6/6

HR & Compensation Committee

4/4

Audit Committee

4/4

Total Shareholdings(3)
$821,555
Total 2020
Attendance

Value of Total 2020
Compensation(4)

100%

$158,671

Expertise: Board & Governance, Leadership Experience, Industry Experience, Financial
Literacy, Human Resources and Compensation & International Business.
Other Public Company Board/Committee Memberships
Company
Listing
Positions
NYSE:OII
Board
Oceaneering International Inc.
NYSE:MUR
Board; Executive Compensation
Murphy Oil Corporation
Committee

JON FABER
Jon Faber was appointed as Pason’s President & Chief Executive Officer in 2020 and previously
served as Pason’s Chief Financial Officer from 2014 to 2020. Prior to joining Pason, Mr. Faber was Vice
President, Investment Banking, with National Bank Financial and Wellington West Capital Markets. Mr.
Faber has business degrees from Brock University and Purdue University and holds the Chartered
Financial Analyst, Chartered Business Valuator and Chartered Professional Accountant designations.
He has also completed the Advanced Management Program at the Wharton School of the University of
Pennsylvania.
Pason Securities Held
Shares(1)
42,000
Board and Committees
Board of Directors

President & Chief
Executive Officer
Director since: 2020
Non-Independent
Age: 42
Calgary, Alberta,
Canada

RSUs(2)(5)
39,444

Total Shareholdings(3)
$794,893

2020 Meetings(7)

Total 2020
Attendance

Value of Total 2020
Compensation(4) (5)

2/2

100%

-

Expertise: Leadership Experience, Industry Experience, Financial Literacy, Technology,
Human Resources and Compensation, International Business & Health, Safety,
Environmental and Social Responsibility.
Other Public Company Board/Committee Memberships
Company
Listing
none
-

Listing
-
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JUDI M. HESS
Judi Hess brings almost 40 years of combined operational technology and information technology
experience to Pason’s Board. She has been Chief Executive Officer of Copperleaf Technologies, Inc. since
2009. Prior to joining Copperleaf, Ms. Hess was President of Creo Inc., a publicly traded printing
technology and workflow company, that was acquired by Eastman Kodak in 2005. Ms. Hess has an
Honours Bachelor in Mathematics with a minor in Business Administration for the University of Waterloo
and was a member of the Premier’s Technology Council of British Columbia from 2008 to 2018.
Pason Securities Held
Shares(1)
Board and Committees
Board of Directors
Corporate Governance &
Nominations Committee
HR & Compensation Committee

DSUs(2)
58,179
2020 Meetings
6/6

Total Shareholdings(3)
$567,831
Total 2020
Attendance

Value of Total 2020
Compensation(4)

100%

$146,695

4/4
4/4

Chair of Corporate
Governance &
Nomination Committee

Expertise: Board & Governance, Leadership Experience, Financial Literacy, Technology,
Human Resources and Compensation, International Business & Health, Safety, Environmental
and Social Responsibility.

Director since: 2015
Independent
Age: 62
Vancouver, B.C.,
Canada

Other Public Company Board/Committee Memberships
Company
Listing
none
-

Positions
-

JAMES B. HOWE
James Howe is President of Bragg Creek Financial Consultants Ltd., a private financial consulting
company. He brings extensive corporate board experience to Pason, including in the oil and natural gas
and related service industries, together with significant accounting, finance and executive compensation
expertise. Over his 40-year career, Mr. Howe has served as Chief Financial Officer of several public
companies and currently serves on the board of directors and audit committee of Bengal Energy Ltd. and
the board of directors, audit committee and compensation committee of 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
Chartered Accountant. He is a member of the Chartered Professional Accountants of Alberta.
Pason Securities Held
Shares(1)
347,000
Board and Committees
Board of Directors
Corporate Governance &
Nominations Committee

Lead Director, Chair of
the Audit Committee
Director since: 1996
Independent
Age: 71
Calgary, Alberta, Canada
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DSUs(2)
31,175
2020 Meetings
6/6

Total Shareholdings(3)
$3,690,992
Total 2020
Attendance

Value of Total 2020
Compensation(4)

100%

$154,696

4/4

Audit Committee
4/4
Expertise: Board & Governance, Leadership Experience, Industry Experience, Financial
Literacy, Human Resources and Compensation, International Business & Health, Safety,
Environmental and Social Responsibility.
Other Public Company Board/Committee Memberships
Company
Listing
Bengal Energy Ltd.
TSX: BNG
TSX: ESI
Ensign Energy Services Inc.
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Positions
Board, Audit Committee Chair
Board, Audit Committee,
Compensation Committee Chair

LAURA L. SCHWINN
Laura Schwinn is President of W. R. Grace & Co.’s Specialty Catalysts business, a publicly traded
specialty chemicals company. Prior to this, Ms. Schwinn was CEO of C&C Reservoirs, a privately-owned,
global company that provides reservoir knowledge used to derive detailed insight across the E&P lifecycle.
Ms. Schwinn joined C&C from Halliburton, one of the world's largest oil field service companies, where she
was Global Vice President of the Drill Bits and Services division.
Pason Securities Held
Shares(1)
-

Director
Director since: 2019
Independent
Age: 56
Fulton, Maryland, USA

DSUs(2)
10,375

Board and Committees
Board of Directors

2020 Meetings
6/6

Corporate Governance &
Nominations Committee

4/4

HR & Compensation Committee

4/4

Total Shareholdings(3)
$101,262
Total 2020
Attendance

Value of Total 2020
Compensation(4)

100%

$126,134

Audit Committee
4/4
Expertise: Board & Governance, Leadership Experience, Industry Experience, Financial
Literacy, Technology, Human Resources and Compensation, International Business & Health,
Safety, Environmental and Social Responsibility.
Other Public Company Board/Committee Memberships
Company
Listing
none
-

Positions
-

(1)

The Shares indicated include those Shares beneficially owned and Shares controlled or directed by the nominee directors as the date of this
Information Circular.

(2)

Deferred Share Units (“DSUs”) and Restricted Share Units (“RSUs”) are not voting securities. See page 16 under the heading Director
Compensation for a description of DSUs. See page 25 under the heading Restricted Share Unit (RSU) Plan) for a description of RSUs. The numbers
referenced below the terms DSUs and RSUs in the nominee biographies above refer to the number of DSUs credited to the director’s account, and
the RSUs outstanding, as at March 17, 2021, the date of this Information Circular.

(3)

Total Shareholdings is the amount determined by multiplying the number of each nominee’s Shares held, RSUs awarded and DSUs credited to
their accounts as of March 17, 2021, by the closing price of the Shares on the Toronto Stock Exchange (“TSX”) on March 17, 2021 ($9.76).

(4)

The Value of Total 2020 Compensation includes DSUs awarded, retainer paid to all committee chairs, and dividend equivalents credited to director
accounts in 2020 (based on the value of the DSUs when credited to each director’s account). A portion of James B. Howe and Laura Schwinn’s
compensation was paid in cash ($91,000 and $72,000 respectively). For further information regarding the director’s total compensation see Director
Compensation on page 16.

(5)

Executive compensation provided to Marcel Kessler and Jon Faber, who are directors and also Named Executive Officers (as defined herein), is
fully reflected on page 30. As members of management, neither Marcel Kessler (for the duration of his tenure) nor Jon Faber received compensation
for their service as directors of the Corporation in 2020. Marcel Kessler elected not to receive any compensation for his role as a director for the
balance of 2020, after his retirement as President & CEO on September 30, 2020.

(6)

Marcel Kessler was not required to attend one Board meeting, which related to his retirement as President & CEO.

(7)

Jon Faber was appointed by the Board as an interim director on October 1, 2020 and attended all Board meetings from that date forward in 2020.
He is not a member of any committee.

Majority Voting
The Board has adopted a policy which requires any nominee who receives a greater number of votes
“withheld” than votes “for” his or her election at a Shareholders’ Meeting to tender his or her resignation
promptly following the Meeting. The Corporate Governance and Nomination Committee (the “CGN
Committee”) will review the tendered resignation and make a recommendation to the Board to accept or
reject the resignation and publicly disclose the decision and rationale within 90 days of the applicable
Shareholder Meeting. Absent exceptional circumstances that would warrant the applicable nominee to
continue to serve as a Board member, resignations will be accepted. The said nominee will not participate
in any Board or committee discussions on the tendered resignation.
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Director Compensation
Committee Oversight
The CGN Committee reviews the director compensation package annually to ensure it reflects the risks
and responsibilities of being an effective director of the Corporation. Any changes to director compensation
are made by the Board as a whole, on the recommendation of the CGN Committee.
The Chair’s compensation is set by a joint decision of the CGN Committee and the Human Resources and
Compensation Committee (the “HRC Committee”). Both of those committees are composed entirely of
independent directors. The Chair’s compensation is then reviewed annually by the CGN Committee to
ensure it adequately, effectively, and appropriately compensates the Chair for his or her responsibilities.
Officer compensation is reviewed annually by the HRC Committee and changes are recommended by
management in light of retention needs, industry conditions, and company and individual performance.
Directors who are also employees of Pason (Jon Faber presently being the only one) are not separately
compensated for their services as directors; their compensation comes entirely from their service as an
employee of Pason. The process for setting executive compensation is more fully described in this
Information Circular starting on page 19 under the heading Compensation Discussion and Analysis
(“CD&A”).

Annual Cash and Equity-Based Retainers and Meeting Fees
The Corporation provides its directors with a compensation package comprised of annual cash and equitybased retainers and attendance fees paid quarterly in arrears. Management directors are not paid additional
compensation for their service as a director. Directors are also reimbursed for their reasonable expenses
for meetings and relevant continuing education costs.
The table below sets out the different compensation elements for non-management directors for 2020.
Type of Compensation
DSUs

Value

(1)

$100,000

Additional board retainer(2)
Retainer for Chair of the Board

$45,000
(2) (3)

$80,000

Retainer for Lead Director (2) (4)
Retainer for Audit Committee chair

$25,000
(2)

Retainer for other committee chairs(2)
Meeting fees(2)

$17,000
$10,000
$1,500/meeting

(1)

The number of DSUs that were awarded to the directors for 2020 service and credited to the directors’ accounts in quarterly installments at the end
of each quarter in 2020 was 7,752, which is calculated by dividing the target value ($100,000 per year) by the closing price of the shares on the
TSX on November 30, 2019 ($12.90).

(2)

Directors may elect to take this compensation element in either cash or DSUs.

(3)

James D. Hill (the former Chair) elected not to receive the retainer for Chair of the Board in 2020.

(4)

The additional retainer fee paid to the Lead Director is reduced by any amounts paid to such Lead Director for acting as the chair of another
committee, such that the maximum amount of additional retainer paid to an individual director is $25,000. For example, in 2020, James B. Howe
was paid an additional $25,000 for his service as both Lead Director and Audit Committee Chair.

Deferred Share Unit Plan
The Board adopted a Deferred Share Unit plan (the “DSU Plan”) in 2011. The DSU Plan replaced the other
equity awards (stock options and RSUs), which had previously been granted to directors on an annual basis.
Up to and including 2020, all directors, except directors who are also members of management, receive
DSUs when recommended by the CGN Committee and approved by the Board.
The value of each DSU is linked to the Share price. DSUs are granted annually for the director’s anticipated
service in the subsequent year and are credited to each director’s account in installments on the last day
of each calendar quarter of the subsequent year, subject to the director leaving the Board early. If a director
leaves the Board during a calendar year, a portion of those DSUs awarded for that year will be credited to
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the director within 30 days of leaving, on a pro-rata amount based on the portion of the year in which that
director served on the Board. Each DSU represents rights to cash compensation based on the Share value.
DSUs may only be redeemed by a director recipient after the director has left the Board (and not earlier
than ten (10) trading days following the release of the Corporation’s quarterly or annual financial results
following the director’s cessation from their service on the Board), promoting motivation for long-term Share
growth. In the event of a change of control (as defined in the DSU Plan), DSUs awarded but not yet credited
to a director’s account are immediately credited and then eligible for redemption in accordance with the
DSU Plan.
DSU accounts are credited with an equivalent number of DSUs to account for any dividend paid on the
Shares. This is done by the issuance of additional DSUs valued in the amount of the dividend that the
director would have received on common share equivalents credited to that director’s account at the date
of the dividend payment. A director’s DSUs are counted towards the director Share ownership guidelines,
as further described below under the heading Director Share Ownership Guidelines.
2021 DSU Plan Update
The Board approved an amendment to the DSU Plan in 2020 to allow directors who are also members of
management to elect to receive all or part of their short-term incentive payments in the form of DSUs. If so
elected, all or part of the annual bonus can be settled by dividing the elected amount by the weighted
average trading price of Shares on the Toronto Stock Exchange for the last five trading days prior to the
conversion date. The conversion date is the date on which any cash portion of the annual bonus would
have been paid and is at least five trading days after the public release of year-end or interim results.
Allowing directors who are members of management to elect to receive a portion of their compensation in
the form of DSUs further aligns the interests of such directors with those of the Shareholders and any DSUs
held by such individuals are counted toward the Executive Share Ownership Guidelines, as further
described under the heading Equity Compensation Plan Information on page 27.

Director Share Ownership Guidelines
Pason’s Director Share Ownership Guidelines require each non-management director to acquire and hold
equity of the Corporation in the form of DSUs or Shares. Directors have five years from the date of their
appointment or election as a director to acquire a minimum aggregate value of three times the annual fixed
compensation paid to such director. For this purpose, the director’s annual fixed compensation includes
equity grants and cash retainer payments, including additional retainers paid to committee chairs, the Lead
Director and Chair. It does not include meeting fees, as the number of meetings held each year varies.
Management directors are subject to the higher requirements of the Executive Share Ownership Guidelines
described under the heading Equity Compensation Plan Information on page 27. Compliance with this
requirement will be determined based upon the higher of cost or market price of Shares held and DSUs
credited to each director’s account. All current directors have met the ownership guidelines.

Alignment of interests
The Board believes that the following measures effectively align the interests of directors with those of
Shareholders:
•

The deferral of each director’s entitlement to redeem DSUs until after their service on the Board
has ended; and

•

Majority of director compensation is in the form of DSUs.

Additional information about corporate governance involving the Board is found under the heading
Corporate Governance Disclosure, starting on page 39 of this Information Circular.
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Director Compensation Table
The table below sets out the compensation paid and awarded in DSUs to non-management directors in
2020.
Deferred Share Units
Credited(1)

Name
Marcel Kessler(2)

-

T. Jay Collins

$158,671

Judi M. Hess

$146,695

James D. Hill(3)

$126,821

James B. Howe

$63,696

Laura L. Schwinn

$54,134

(1)

The value of the DSUs is linked to the Corporation’s share price. Under the terms of the Director DSU Plan, the DSUs were awarded for Board
service in 2020 and were credited to each director’s account in installments on the last day of March, June, September, and December 2020. The
value identified in the table above includes dividend equivalents that were added to each director’s DSU account. The number of DSUs granted
for 2020 service is disclosed under the heading Annual Cash and Equity-Based Retainers and Meeting Fees on page 16. A portion of James B.
Howe and Laura Schwinn’s compensation was paid in cash and is not included in the table above ($91,000 and $72,000 respectively)

(2)

Marcel Kessler has elected not to receive any compensation for his role as director for the balance of 2020, after his retirement as President &
CEO on September 30, 2020.

(3)

James D. Hill elected not to receive the retainer for Chair of the Board during his tenure in 2020.

Outstanding Share-Based Awards and Option-Based Awards
The following table summarizes the outstanding DSUs held by non-management directors as at December
31, 2020.
Share-Based Awards – DSUs
Name
Marcel Kessler(4)
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Payout value of DSUs that have been
Number of DSUs that have not
Payout value of credited DSUs not
awarded but not yet credited to
been credited to accounts(1)
paid out or distributed(3)
accounts (2)
-

T. Jay Collins

13,643

$107,503

$663,305

Judi M. Hess

13,643

$107,503

$458,454

James D. Hill

-

-

$539,449

James B. Howe

13,643

$107,503

$245,662

Laura L. Schwinn

13,643

$107,503

$81,757

(1)

Represents DSUs awarded to directors on November 30, 2020. DSUs are credited to the respective directors’ accounts for their service in 2021.
DSUs are credited quarterly in arrears and the only condition of vesting (crediting to each directors’ accounts) is continuing to serve as a director
of the Corporation.

(2)

Calculated based on the market price of the Shares at December 31, 2020 ($7.88) multiplied by the number of DSUs that were awarded to directors
on November 30, 2020 but have not yet been credited to the directors’ accounts on December 31, 2020. The amount does not include the number
of DSUs to be credited to directors’ accounts in respect of the additional board retainer, retainer fees for the Chair, Lead Director or committee
chairs earned by a director and meeting fees earned in 2021. The amount also excludes dividend equivalents that may be credited on such amounts
in 2021 as those dividends have not yet been declared. DSUs awarded on November 30, 2020 will be credited to each director’s account at the
end of each financial quarter in 2021, in an amount equal to ¼ of the annual grant, or a pro rata for periods of partial service. The only condition of
vesting (crediting) to each director’s account is the director’s continued service on the Board.

(3)

Calculated based on the market price of the Shares at December 31, 2020 ($7.88) multiplied by the total number of DSUs credited to the directors’
accounts at December 31, 2020. Once DSUs are credited to a director’s account, they may be redeemed only after the director ceases to be a
director, in accordance with the terms of the DSU Plan, as described above under the heading Deferred Share Unit Plan on page 16.

(4)

Marcel Kessler has elected not to receive any compensation for his role as director for the balance of 2020, after his retirement as President &
CEO on September 30, 2020.
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Compensation Discussion and Analysis (“CD&A”)
The CD&A describes the compensation programs and practices applicable to Pason’s executive officers,
including the process by which compensation decisions are reached by the HRC Committee and the Board.
The CD&A focuses on the compensation paid or payable to Pason’s Chief Executive Officer (or “CEO”),
Chief Financial Officer (or “CFO”) and the next three most highly compensated executive officers
(collectively, the “Named Executive Officers” or “NEOs”) for the fiscal year ended December 31, 2020.
Pason’s NEOs for 2020 are as follows:
Name

Title

Marcel Kessler

President & CEO (former)

Jon Faber

President & CEO

David Elliott

CFO (former)

Celine Boston

CFO

Kevin Boston

VP Commercial

Russell Smith

VP International

Bryce McLean

VP Operations

Pason’s Executive Compensation Approach
At Pason, executive compensation is a key component of the Corporation’s strategy. Pason operates in a
highly demanding, complex, and competitive business environment. The Corporation’s business is
technology intensive and the reward for business decisions and investments in research and development
and information technology made today may not be realized for several years. Pason seeks to drive longterm Shareholder value by ensuring that the compensation strategy incorporates the following guiding
principles:

Shareholder Alignment

Align the interests of executives with those of Shareholders by
ensuring a significant portion of executives’ variable
compensation is driven by Shareholder returns and requiring
executives to hold an equity exposure in Pason that is
personally significant.

Pay for Performance

Emphasize performance-based compensation that rewards
both corporate and personal performance, with a significant
portion of executive pay-at-risk.

Competitive with Peers

Provide market-competitive compensation designed to
motivate, retain, and attract qualified executives to deliver on
the Corporation’s strategy and business plans.

Human Resources and Compensation Committee
The HRC Committee assists the Board in overseeing the design and administration of Pason’s human
resources and compensation policies and practices. The HRC Committee is governed by the Board so all
recommendations developed by the HRC Committee must be reviewed and approved by the Board.
The specific responsibilities of the HRC Committee are outlined in its Mandate, which is available on
Pason’s website at www.pason.com.
The primary responsibilities of the HRC Committee are as follows:
•

Review Pason’s general compensation philosophy and programs for executives and employees
and oversee the development and implementation of compensation programs;

•

Evaluate the CEO’s performance annually and recommend to the Board the total compensation of
the CEO in light of such performance, along with the assessment of the other executives and their
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total compensation, as recommended by the CEO;
•

Review any non-IFRS financial measures used in determining executive compensation and
evaluate appropriateness of any adjustments made to such measures;

•

Review and approve any equity-based compensation plans, including stock option plans and any
other incentive plans involving the issue of Shares, along with the administration of such plans;

•

Review and make recommendations on Pason’s retirement plans and any proposed amendments
that materially impact costs, benefits, plan eligibility, or plan establishment; and

•

Establish stock ownership guidelines for executives and monitor compliance.

Composition of the HRC Committee
The HRC Committee currently includes T. Jay Collins, Chair of the HRC Committee, Judi M. Hess, and
Laura Schwinn. All members of the HRC Committee are independent and have the knowledge, skills, and
experience necessary to effectively fulfill their duties. Additional information regarding each member’s
education, experience and expertise is provided under the heading, Director Biographies, on page 12.
Additional information regarding the independent status of each Board member is provided under the
heading, Corporate Governance Disclosure, on page 39.

Independent Compensation Advisor
The HRC Committee, may, from time-to-time, retain an independent compensation advisor to:
•

Assess the design of Pason’s executive compensation program and provide recommendations
based on best practices in Canada and the United States;

•

Review the compensation and pay level of each executive officer relative to Pason’s
established compensation peer group; and

•

Provide advisory services pertaining to corporate governance and compensation risk.

Information provided by an independent compensation advisor is one component of the HRC Committee’s
deliberations regarding Pason’s compensation program. The HRC Committee also takes into consideration
various other factors when approving and developing compensation recommendations, including corporate
performance and individual accomplishments in the performance year.
The HRC Committee pre-approves all services provided by an independent compensation advisor to
ensure it remains objective and independent. In 2019, the HRC Committee engaged an independent
compensation advisor to review and assess Pason’s executive compensation program. In addition, Pason
does continue to engage Mercer to provide services for Pason’s health, welfare, and pension benefits, as
outlined in the table below:
Executive compensation-related fees
Other fees

(1)

Total fees
(1)

2020

2019

-

$39,052

$16,400

$18,585

$16,400

$57,637

Fees and commissions paid to Mercer for pension and benefits consulting.

Compensation Approval Process
Each executive officer has specific performance targets and is compensated based on the achievement of
corporate and individual objectives for the year. The CEO is responsible for providing compensation
recommendations for the senior leadership team that are reviewed and approved by the HRC Committee.
Annually, generally in November, the HRC Committee receives compensation recommendations from the
CEO for executive officers. In its compensation review, the HRC Committee considers the compensation
levels for each executive to: (i) ensure consistency and appropriateness of corporate and individual
performance and application of incentive awards; and (ii) assess the relative positioning of each executive
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with external and internal peers. The HRC Committee will also take into consideration broader implications,
such as current industry conditions, Pason’s Share price performance and returns to Shareholders.
The HRC Committee presents all compensation recommendations for executive officers, including the
CEO, to the Board for its review.
Pason’s Compensation Peer Group
Pason’s direct competitors are predominantly subsidiaries of larger organizations, which make
compensation comparisons difficult, as there are few industry peers. However, to attract, motivate, and
retain the talent needed to execute Pason’s strategic and business plans, Pason’s compensation program
must be competitive relative to the market.
In 2019, the HRC Committee worked with Mercer to establish a revised group of fourteen (14) appropriate
industry peers (the “Comparator Group”) to evaluate and benchmark executive compensation. These
companies were selected based on their comparability to Pason using the following metrics:
•
•
•
•

Market capitalization
Enterprise value
Revenue
EBITDA

•
•
•
•

Geographic focus
Capital requirements
Length of business cycle
Complexity of service offerings

The HRC Committee will continue to monitor the Comparator Group for future years and adjust as
necessary. Pason’s Comparator Group is comprised of the following companies:
Canadian Companies

US Companies

Calfrac Well Services Ltd.
(TSX: CFW)
CES Energy Solutions Corp.
(TSX: CEU)
Enerflex Ltd.
(TSX: EFX)
Ensign Energy Services Inc.
(TSX: ESI)
Precision Drilling Corporation
(TSX: PD, NYSE: PDS)
Secure Energy Services Inc.
(TSX: SES)
ShawCor
(TSX: SCL)
Trican Well Services Ltd.
(TSX: TCW)

Cactus, Inc.
(NYSE : WHD)
Dril-Quip, Inc.
(NYSE: DRQ)
Forum Energy Technologies, Inc.
(NYSE: FET)
Helix Energy Solutions Group, Inc.
(NYSE: HLX)
Oceaneering International Ltd.
(NYSE: OII)
Oil States International Inc.
(NYSE: OIS)

Performance Share Unit (PSU) Plan Peer Group
For grants under the PSU Plan prior to 2020, Pason’s Total Return to Shareholders (“TRS”) performance
is measured against two (2) indices: the SPTTEN (S&P/TSX Capped Energy Index) and the OSX (PHLX
Oilfield Services Sector Index). The SPTTEN index is comprised of fourteen (14) Canadian energy
companies. The OSX index is comprised of fifteen (15) American oilfield service companies. Beginning with
grants in 2020, Pason’s TRS performance is measured against the OSX index and the S&P TSX Composite
Index (TSX). The TSX index is comprised of two hundred and nineteen (219) Canadian companies.
Additional information regarding the Corporation’s PSU Plan can be found under the heading, Performance
Share Unit (PSU) Plan, on page 25.

Managing Compensation Risk
The HRC Committee and Board are committed to ensuring the potential risks associated with Pason’s
compensation program are identified and mitigated to avoid adverse effects to the Corporation.
Pason’s executive compensation program is designed to ensure a significant portion of an executive’s
compensation is at-risk and directly tied to the Corporation’s achievement of its strategic, financial, and
operational goals. Pason’s compensation structure, and mix of short-, medium-, and long-term rewards,
reinforces an appropriate level of risk-taking behaviour and does not encourage sub-optimization or reward
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actions that could produce short-term success at the cost of longer-term sustainable Shareholder value. In
addition, the Board monitors and approves all significant capital expenditures, annual operating budgets,
and strategic business plans. Together, the HRC Committee and Board have the discretion to make
changes to executive compensation considering the Corporation’s actual performance and individual
accomplishments.
Pason’s compensation program also includes other safeguards that strengthen the link between the
behaviours of executive officers and interests of Shareholders, as summarized in the table below:
What we do:


Conduct an annual ‘say on pay’ vote



Execute a balanced mix of short, medium and long-term incentives



Emphasize performance-based compensation



Place caps on incentive compensation payments to avoid excessive payouts



Use threshold performance levels so executives must deliver a minimum level of performance to receive
certain incentive compensation payments



Provide Share ownership guidelines for all executive officers

What we don’t do:
×

No transfer of long-term incentives (except in the case of death)

×

No extensions of long-term incentives

×

No loans to purchase Shares

×

No excessive contracts, severance packages or guaranteed compensation for executive officers

×

No executive employment contracts with multi-year guaranteed pay increases, bonus awards or LTI grants

The HRC Committee believes that the features of Pason’s executive compensation program mitigate risk
by diversifying rewards and eliminating reliance on any single performance measure to determine incentive
compensation for executive officers. Through its ongoing oversight of the Corporation’s compensation
policies and involvement in the annual compensation recommendations for the CEO and executive officers,
the HRC Committee and the Board have determined that there are no risks arising from Pason’s
compensation policies and practises that are reasonably likely to have a material adverse effect on Pason.
Anti-hedging
The Corporation has a policy which prohibits officers and directors from engaging in any kind of hedging
transaction that could reduce or limit the officer’s or director’s economic risk with respect to their
Shareholdings in the Corporation. Officers and directors are not permitted to purchase any financial
instrument that is designed to hedge or offset a decrease in market value of the Shares. Pason’s policy
prohibits the purchase by officers and directors of financial instruments, including, without limitation, prepaid
variable forward contracts, equity swaps, collars, puts, calls or other derivative securities that are designed
to hedge or offset a decrease in market value of their Shares.

22

Pason Systems Inc. Information Circular

Compensation Elements
Pason’s total compensation package includes fixed and variable components. The components are
designed to support the philosophy of pay-for-performance, with a significant portion of an executive’s total
compensation being variable to incentivize strong performance and create Shareholder value. Fixed
compensation elements include base pay, benefits, and a retirement savings plan. Variable at-risk elements
include an annual discretionary bonus and medium- and long-term incentive awards. The table below
provides a summary of the different executive compensation elements:
Type of Award

Form of Award

Performance Period

Payout

Base Salary

Cash

1 Year

Fixed

Short-Term Incentive(1)
(STIP)

Cash

1 Year

Long-Term Incentive
(LTIP)

Stock Options(4)

Maximum 5 years (1/3
vests each year over 3
years)

At-risk;
Payout based on
corporate and individual
performance
At-risk;
Payout settled in cash
and varies based on
Pason’s relative Total
Return to Shareholder
(TRS) performance and
economic value creation
for PSUs, and on
Pason’s share price for
RSUs
At-risk;
Payout is settled in
shares

Benefits

Life, Health, Dental insurance

Ongoing

Benefits vary by country

Retirement Savings

Cash

Ongoing

Contributions vary by
country

Medium-Term Incentive
(MTIP)

Performance Share Units
(PSUs)(2)
3 Years
Restricted Share Units
(RSUs)(3)

(1)

This is a discretionary cash bonus program and is further described below under the heading Variable Compensation on page 24.

(2)

The PSU plan is further described under the heading Performance Share Unit (PSU) Plan on page 25.

(3)

The RSU plan is further described under the heading Restricted Share Unit (RSU) Plan) on page 25.

(4)

The stock option plan is further described under the heading Long-Term Incentives on page 26.

Compensation Mix
The HRC Committee establishes a target compensation mix for each executive level based on the
executive’s ability to affect results over the medium- to long-term. Across all Pason employees, more senior
roles have a higher percentage allocated to variable- and longer-term compensation. The HRC Committee
also takes into consideration market practice for similar positions in the Comparator Group. The following
outlines the 2020 target compensation mix for the CEO and the average target compensation for the other
NEOs:
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2020 Compensation Targets
Beginning with incentive compensation grants made in 2020, the portion of target compensation for NEOs
that is delivered in the form of MTIP and LTIP awards is split as follows:
Medium-Term Incentive (MTIP)

Long-Term Incentive (LTIP)

Performance Share Units
(PSUs)

Restricted Share Unit
(RSUs)

Stock Options

CEO

50%

25%

25%

All other NEOs

25%

50%

25%

The HRC Committee may determine the grant value or number of PSUs, RSUs and Stock Options at its
sole discretion, which may include taking factors into consideration such as compensation data from
comparable benchmark positions against Pason’s Comparator Group, duties and seniority of the executive,
individual and/or departmental contributions and potential contributions to the overall success of Pason,
and such other factors as the HRC Committee deems relevant.

Fixed Compensation
Base Salary
Base salary reflects the scope, responsibility, accountability, and complexity of an executive’s role. Annual
base salary adjustments are normally effective January 1 of each year. Adjustments may be awarded based
on a combination of:
•
•
•
•

Pason’s financial performance and ability to pay
An individual’s performance
Significant changes to an individual’s duties and responsibilities
Competition within the market where the Corporation competes for talent

Additional information regarding NEO salaries can be found under the heading, Summary Compensation
Table, starting on page 32.

Variable Compensation
Short-Term Incentive
Pason’s supports a pay-for-performance philosophy. All employees, including NEOs, are eligible for an
annual discretionary cash bonus. The annual discretionary bonus aligns a component of the employee’s
total compensation with the Corporation’s financial and operational success, while also taking into
consideration an individual’s contributions for the performance year. Each employee has a bonus target,
which is expressed as a percentage of base salary. Targets vary by level within the Corporation, with senior
level positions having proportionately more pay-at-risk. This program is designed to ensure that bonuses
are only paid out in times when financial performance warrants, given the volatile nature of the industry.
The HRC Committee approves bonus targets for NEOs, considering a role’s responsibilities and business
impact, in addition to benchmark data of the Comparator Group. Due to the Corporation’s financial
performance in 2020, as significantly impacted by the COVID-19 pandemic, no discretionary cash bonus
payments were awarded in 2020. Bonus targets for NEOs are expressed as a percentage of base salary,
as summarized in the table below:

Position

Target Bonus

President & CEO

100%

All other NEOs

75%

Corporate performance measures, which inform the determination of bonus payments for all NEOs, as well
as the determination of the available annual bonus pool for all employees, are summarized in the table
below:
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Corporate Performance Measures

Adjusted EBITDA(1)

Calculated by taking net income before interest income and expense,
income taxes, stock-based compensation expense, depreciation and
amortization expense, adjusted for foreign exchange, impairment of
property, plant, and equipment, restructuring costs, net monetary
adjustments, government wage assistance, revaluation of put obligation,
and other items which the Company does not consider to be in the normal
course of continuing operations.

Return on invested capital(1),(2)

Calculated by taking normalized net income plus after-tax interest expense,
divided by average invested capital (shareholders’ equity plus interestbearing debt less cash and cash equivalents).

Revenue per Industry Day(1)

Calculated by taking revenue generated by the North American business
unit divided by the number of North American oil and gas industry drilling
days as provided by recognized industry sources.

Days Sales Outstanding(1)

Calculated by taking the annual weighted average of average accounts
receivable balances at the beginning and end of each quarter divided by
average daily revenue within the quarter.

Safety performance

Measures include process-related measures around the Corporation’s
training initiatives and outcome-based measures of the Corporation’s
safety performance. Safety performance is essential to operations to keep
employees safe.

(1)

This measure is not recognized under International Financial Reporting Standards.

(2)

Normalized net income is defined as net income adjusted for the tax affected amounts relating to foreign exchange gains/losses, losses (gains) on
disposal of assets, stock-based compensation and one-time items (at the discretion of the HRC Committee). Average invested capital is calculated
using balances at the start of the year and the end of each quarter.

These measures and their targets are reviewed and approved by the HRC Committee each year for
appropriateness. Bonus payments are made before the end of the first quarter following the respective
performance year, subject to review and approval of Pason’s year-end audited financial statements by the
Board.

Medium-Term Incentives
Restricted Share Unit (RSU) Plan
The RSU Plan was adopted by the Corporation in 2008 to promote a greater alignment of interests between
designated participants and Shareholders by providing remuneration based on the market value of Shares.
It is a cash-based plan under which no Shares are issued. The HRC Committee may recommend RSUs be
granted to employees of the Corporation and to other persons, if approved by the HRC Committee in
advance.
RSUs are awarded annually, normally in November of each year (the “Award Date”), and from time-to-time,
during each year. RSUs mature over three years and one-third of the RSUs are paid out on each of the
first, second, and third anniversaries (the “Maturity Date”) of the Award Date. On the applicable Maturity
Date, the number of RSUs maturing will become payable to each participant, in cash. The amount payable
is determined by multiplying the number of RSUs by the current market value of Shares on the applicable
Maturity Date. The current market value is defined as the weighted average trading price of Shares for the
last five trading days on the Toronto Stock Exchange, up to, and including, the closing market price on the
Maturity Date. In the event of a change of control (as defined in the RSU Plan), all participants would be
entitled to accelerated maturity of all unmatured RSUs.
Performance Share Unit (PSU) Plan
The PSU Plan was implemented in 2014 and is consistent with Pason’s pay-for-performance philosophy. It
is a cash-based plan under which no Shares are issued. The PSU Plan provides incentive for executives
to drive superior medium- to long-term performance without diluting Shareholder value and directly aligns
a significant portion of executive compensation to Pason’s Total Return to Shareholders (“TRS”) over a
multi-year period.
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The following metrics are used in the PSU Plan to calculate payouts in 2020:
Total Return to Shareholders
(TRS) (3)

The percentage change in the volume-weighted average market price of PSI (“Average PSI”)
in the Measurement Period(1) compared to the Average PSI in Year 0(2)

Indices

The “SPTTEN Return” is the percentage change in the average market price of the SPTTEN
(S&P/TSX Capped Energy Index) (the “Average SPPTEN”) in the Measurement Period
compared to the Average SPTTEN in Year 0. The “OSX Return” is the percentage change in
the average market price of the OSX (PHLX Oilfield Services Sector Index) (the “Average
OSX”) in the Measurement Period compared to the Average OSX in Year 0

Index Return (IR) (3)
Relative Return (RR)

The simple average of the SPTTEN Return and the OSX Return
(3)

RR is calculated by subtracting the IR from the TRS

(1)

The Measurement Period is the historical period of time between the grant date of the applicable PSUs and the relevant annual payout date.

(2)

Year 0 is equal to the 12-month historical period of time immediately preceding the day that is exactly one, two, or three years before the annual
payout date.

(3)

This measure is not recognized under International Financial Reporting Standards.

If TRS performs in parallel with the Index Return, the Relative Return metric would equal zero. If TRS
outperforms the Index Return the Relative Return metric will be positive, and if TRS underperforms the
Index Return, the Relative Return metric will be negative. If outperformance is achieved, the payout would
increase in a linear fashion up to a maximum of 200% of a participant's Target PSU Payout, reached at a
relative outperformance of +20%. If underperformance occurs, the payout will decrease in a linear fashion
to a zero-dollar payout at a relative underperformance of -20%.
PSUs are paid over three years (one-third each year) in cash on the first, second, and third anniversaries
of their grant, which will normally be at the end of November of each year. In the event of a change of
control (as defined in the PSU Plan), all participants would be entitled to accelerated maturity of all
unmatured PSUs.
2021 PSU Plan Updates
In 2020, management and the HRC Committee undertook a review of the PSU Plan to better align longterm incentive compensation with a broader assessment of performance. As a result of this review, the
following notable changes have been made to the PSU Plan for grants beginning in 2020:
•
•
•
•
•

Pason’s relative TRS will be evaluated against other oilfield services companies through
comparison to returns from the OSX Index;
Pason’s relative TRS will be evaluated against a broad Canadian equity market through
comparison to returns from the TSX Composite Index;
Pason’s economic value creation will be evaluated through the Company’s return on investment
capital;
Each of the measures of performance will be individually capped at a maximum of 200%, and the
three measures will be averaged, resulting in an overall range of payouts between 0% and 200%
of grant value; and
PSUs will vest and be paid out at the end of a three-year measurement period (often referred to as
a “cliff vest”).

These metrics and their targets are reviewed and approved by the HRC Committee each year for
appropriateness.

Long-Term Incentives
Stock Option Plan
The stock option plan gives executives and eligible employees (restricted to select positions, which typically
include executives, senior managers, or top individual contributors) the opportunity to receive stock options
each year. The number of stock options awarded is based on individual performance, the level of impact of
the position within the Corporation, and the overall market competitiveness of the Corporation.
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In 1996, the Board and Shareholders approved and adopted Pason’s first incentive stock option plan. On
May 3, 2018, Shareholders approved the existing Amended and Restated Stock Option Plan (the “Existing
Stock Option Plan”). As discussed above under the heading Approval of the 2021 Stock Option Plan in the
section titled Information about the Business of the Meeting, at the Meeting, Shareholders are being asked
to approve the “2021 Stock Option Plan”. The features of the Existing Stock Option Plan are discussed in
this section and throughout the circular, whereas only the differences between the Existing Stock Option
Plan and the 2021 Stock Option Plan are discussed above.
The purpose of the Existing Stock Option Plan is to provide the officers and employees of Pason with a
long-term incentive that is intrinsically tied to the enterprise value of Pason, thereby encouraging them to
remain associated with Pason and furnishing them with a strong incentive in their efforts on behalf of Pason.
The total number of Shares issuable under the Existing Stock Option Plan may not exceed 7% of the
Corporation’s issued and outstanding Shares on a non-diluted basis. However, as discussed in the
paragraph below, the potential dilution rate since 2016 has been between 5.2% and 6.5%.
The following table shows the historical rate of dilution of the Corporation’s float that would be caused by
the exercise of all stock options outstanding during the year indicated.
Dec 2016

Dec 2017

Dec 2018

Dec 2019

Dec 2020

Shares outstanding, end of period (# in 000’s)

84,628

85,059

85,703

84,443

83,089

Options outstanding, end of period (# in 000’s)

5,075

5,514

5,534

5,111

4,278

Options outstanding as a % of Shares

6.00

6.48

6.46

6.05

5.15

As at March 17, 2021, there were 83,088,941 Shares outstanding and 4,217,249 options to purchase
Shares (equal to 5.08% of the outstanding Shares) outstanding. Pursuant to the Existing Stock Option Plan,
the maximum percentage of Shares issuable is limited to 7% of issued and outstanding Shares. As a result,
Pason had 1,598,976 options available for grant.
In 2020, 48% of new stock options issued were awarded to NEOs, and the remaining 52% of new stock
options issued were awarded to other eligible employees.
The following table sets out the grant rate of stock options and the year-end dilution level of those options
for the past three years:
Year

Stock Options Grant Rate(1)

Year-End Dilution Level of Stock Options as a Percentage of Shares Outstanding(2)

2020

0.8%

0.0%

2019

1.0%

0.3%

2018

1.5%

0.4%

(1)

Stock Options Grant Rate is calculated by dividing the total number of options granted per year by the number of outstanding Shares at year end.

(2)

Year-End Dilution Level of Stock Options as Percentage of Shares Outstanding is calculated by dividing the dilution level of stock options in-themoney by the weighed average of outstanding Shares as determined at year end.

Equity Compensation Plan Information
The following table contains information in respect of the Corporation’s Existing Stock Option Plan
(described above under the heading Stock Option Plan on page 26), that being the only compensation plan
under which equity securities of the Corporation are authorized for issuance. The information contained in
the table is at December 31, 2020.
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Number of Shares to be
Issued Upon Exercise of
Outstanding Options

Weighted-Average
Exercise Price of
Outstanding Options

Number of Shares Remaining Available for
Future Issuance Under Equity
Compensation Plans (Excluding Securities
Reflected in first Column)

Equity compensation
plans approved by
Shareholders

4,277,601

$15.96

1,538,625

Equity compensation
plans not approved by
Shareholders

-

-

-

4,277,601

$15.96

1,538,625

Plan Category

Total

Under the Existing Stock Option Plan, no participant may, at any time, hold options of more than 5% of the
issued and outstanding Shares of the Corporation. Also, no insider may, at any time, hold options or other
rights that could result in the issuance, in any 12-month period, of a number of Shares exceeding 5% of the
Corporation’s then issued and outstanding Shares. The total number of Shares subject to options issued
to insiders within any one-year period or issuable to insiders at any time, when combined with any and all
other equity-based incentive plans of the Corporation pursuant to which Shares may be issued, may not
exceed 7% of the total issued and outstanding Shares. The benefits, rights, and options under the Existing
Stock Option Plan are not transferable or assignable, other than for normal estate settlement purposes.
Stock options are granted annually, normally in November of each year, and from time-to-time during the
year as is necessary and appropriate. Eligibility for annual grants is dependent on employee performance
and potential long-term contribution to, and impact on, the Corporation. Officers and employees of the
Corporation or any of its subsidiaries or affiliates are entitled to participate in the Existing Stock Option Plan.
Non-employee directors are not eligible to participate, and the Board may not amend the plan to allow their
participation without Shareholder approval.
The exercise price for options is set by the Board at the time such options are granted (the “Grant Date”)
and cannot be less than the closing market price of Shares listed on the stock exchange on the last trading
day before the Grant Date. Options normally vest in equal amounts over three years; however, the Board
has the authority to determine other vesting timeframes and restrictions at the time such options are
granted. Under the Existing Stock Option Plan, the Board also sets the expiration time by which options
may be exercised, which must be less than ten years or a shorter period if prescribed by the stock
exchange. All options that have been granted since 2008 expire five years from their Grant Date. If any
stock options expire during a trading blackout period, the expiration date is extended by ten days for any
option holders subject to that trading blackout period.
If an option holder’s employment is terminated for any reason other than death or permanent disability, the
participant must exercise his or her options by the earlier of 90 days from that termination date or the option
expiry date. In the event of an option holder’s death or termination as a result of permanent disability, the
time to exercise the stock options that had vested as of the date of death or termination is extended to 12
months, and unvested options vest on a pro-rata basis.
Under the terms of the Existing Stock Option Plan, in the event of a change of control (as defined in the
plan), all unvested stock options would immediately vest.
The Board has full authority to administer the Existing Stock Option Plan, including the power to suspend
or terminate it. The Board also has authority to amend or revise its terms, subject to any required
Shareholder approval, provided such amendment or revision neither requires approval of a regulatory
authority or stock exchange having jurisdiction over the Shares nor has an effect on the beneficial rights of
option holders.
The Board may not, without Shareholder approval, amend or revise the plan or any option granted under
the plan that has the effect of:
• Increasing the number of Shares reserved for issuance
• Reducing the exercise price of an option or cancelling and reissuing an option
• Extending the option period beyond its original expiration date
• Allowing non-employee directors to participate
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•
•

Permitting the transfer or assignment of options, other than for normal estate settlement
purposes
Amending the amendment provisions of the plan

Under the terms of the Existing Stock Option Plan, the Board may, without Shareholder approval, effect the
following changes to the plan or to any option issued thereunder:
• Modify a provision of the Existing Stock Option Plan, which is required to comply with
applicable laws or any regulatory authority or stock exchange having jurisdiction over the
Shares
• A modification that extends or accelerates the terms of vesting applicable to any option
• A modification, the object of which is to correct any provision that is inapplicable or ambiguous
or is an error or omission, and make amendments of a “housekeeping” nature
• A modification that amends or modifies the mechanics of exercise of an option
No financial assistance by the Corporation is provided to grantees of options under the Existing Stock
Option Plan.
Benefits and Perquisites
Pason provides a market competitive employment benefits program to eligible employees, including NEOs,
which may include life insurance, medical, dental, short- and long-term disability programs, emergency
travel assistance, and retirement savings plans. The program differs in the geographic areas where the
Corporation operates, based on competitive local practices. Eligible employees participate in the plan(s)
appropriate to their country of residence and their employment status with the Corporation.
Pason offers retirement savings plans to eligible employees, including executives, in both Canada and the
United States. In Canada, the Corporation makes a matching contribution through a group registered
retirement savings plan (RRSP) on behalf of each participating employee, up to a maximum of 5% of annual
base salary, provided such annual contributions are within the limits prescribed by the Income Tax Act
(Canada). For employees in the United States, a fixed contribution is made to a 401(K) Safe Harbor Plan
at a rate of 3% of annual base salary on behalf of each employee, provided such contributions are within
the limits prescribed by the Internal Revenue Code (USA).
The Corporation does not provide executives with a company vehicle or vehicle allowances, or other such
perquisites. The value of the benefit arrangements outlined above provide additional compensation to the
Corporation’s NEOs that are competitive with those provided in the industry and are not in aggregate more
than $50,000 or 10% of the executive’s annual total compensation for the financial year and, as such, is
included in the table provided under the heading, Summary Compensation Table, on page 32.
Executive Share Ownership Guidelines
The Board believes that NEOs and certain other executives should have meaningful personal holdings of
Pason shares to further align their interests and actions with the interests of the Corporation’s Shareholders.
The Executive Share Ownership Guidelines require that:
•

The CEO must own Shares equal to three (3) times base salary

•

All other NEOs must own Shares equal to one (1) time base salary

Each covered executive has five years from the date of appointment to the applicable executive position to
attain the required level of Share ownership. Once an executive’s Share ownership has met the target, the
executive is expected to maintain such ownership for as long as he or she is subject to the guidelines.
The value of shareholdings is calculated as the greater of 1) the current market value of the shares, and 2)
the acquisition cost of such shares. Holdings that will not be considered when measuring share ownership
include unexercised stock options (whether vested or unvested) and unvested PSUs. If an executive is not
in compliance with the ownership target, the Board may require the executive to use up to 50% of any aftertax payout under the RSU Plan and PSU Plan to purchase Shares of the Corporation on the open market.
If the share value ownership target increases because of an increase in annual base salary, the executive
has two years to meet the incremental target.
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The following table shows the shareholdings and unvested RSUs of each NEO, as at March 17, 2021,
valued at $9.76, which is the closing price of the Shares on the TSX on March 17, 2021.
Number of Shares Owned

Number of unvested RSUs

Market Value of Shares
Owned and unvested RSUs

Marcel Kessler
President & CEO (former)

65,000

-

$634,400

Jon Faber
President & CEO

42,000

39,444

$794,893

746

28,138

$281,908

David Elliott
Interim CFO (former)

9,725

33,516

$422,032

Kevin Boston
VP Commercial

15,201

35,798

$497,747

Russell Smith
VP International

14,790

35,054

$486,481

Bryce McLean
VP Operations

7,263

32,545

$388,523

Name

Celine Boston
CFO

2020 Compensation of Named Executive Officers
The total direct compensation mixes for the President & CEO and other NEOs consists of base salary,
short-term (discretionary cash bonus), medium-term (PSUs and RSUs), and long-term (stock option)
incentives.
The total direct compensation paid and awarded to Pason’s President & CEO and to the other NEOs aligns
with and reflects Pason’s compensation strategy, as outlined in the section titled, Compensation Discussion
and Analysis (“CD&A”) on page 19.

Performance Analysis
Pason’s mission is to deliver technology and services that improve the effectiveness, efficiency, and safety
of drilling operations worldwide. The Corporation is pursuing a balanced value strategy intended to defend
the Corporation’s leading market positions, steadily grow revenue per rig in the North American rental
market, grow and improve the profitability of the international business, establish pillars of growth not tied
to drilling, and continue to appropriately allocate capital to Shareholders while maintaining a strong balance
sheet.
Under the leadership of Marcel Kessler, Pason’s former President & CEO, and Jon Faber, President &
CEO, Pason successfully navigated a deteriorating market environment in North America and the significant
challenges which arose as a result of the COVID-19 pandemic.
Specific achievements for the past 12 months include:
1. Maintained operational effectiveness through the rapid transition to remote working
arrangements for the vast majority of office-based personnel;
2. Ensured seamless leadership transitions of the Chair of the Board, President & CEO and
Chief Financial Officer roles;
3. Adjusted the operating cost structure to minimize operating losses through the duration of the
COVID-19 pandemic while retaining critical technology, service and business development
capabilities;
4. Streamlined the operational structure through the consolidation of the North American
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business unit;
5. Defended the company’s very strong competitive position and grew North American Revenue
per Industry Day by 6%;
6. Continued to increase the penetration of recent product introductions, including increased
adoption of data delivery services and additional integrations of the Drilling Advisory System
(DAS);
7. Reduced capital expenditures by 79% from 2019 levels in response to the dramatic reduction
in industry activity;
8. Generated Free Cash Flow, as defined in the Company’s December 31, 2020 MD&A, of $54
million through disciplined management of operating costs, capital expenditures and working
capital;
9. Completed the integration of the legacy operations of Energy Toolbase (ETB) and Pason
Power, while maintaining software license subscriptions of the ETB planning and proposal
generation tool and achieved the first cross-sales of control systems through the ETB
distribution channel;
10. Protected a strong balance sheet and ended the year with cash and cash equivalents of $149
million; and
11. Returned $50 million to shareholders through dividends and share repurchases.
The Corporation remained focused on maintaining a distinctive technology position and unique capability
set. Pason’s highly capable and flexible IT and communications platforms can host additional new Pason
and third-party software in the field and in the cloud. Pason’s service capabilities continue to be unrivalled,
as are the expertise for user interface design and ruggedization for field users. These strengths, along with
an exceptional workforce, are the foundation for Pason’s ability to continue to deliver significant value to
customers and achieve long-term success. The compensation received by the President & CEO and other
NEOs was, in the opinion of the HRC Committee and the Board, aligned with corporate achievements and
Shareholder returns in 2020.
Performance Graph
The following performance graph illustrates over a five-year period the cumulative return to Shareholders
of an investment in Shares compared with the cumulative total Shareholder return on the TSX Composite
Index, the TSX Capped Energy Index (SPTTEN) and the PHLX Oil Service Sector Index (OSX). The graph
assumes the reinvestment of dividends, and the returns are measured using the closing price of the Shares
of the Corporation as at December 31 of the year indicated.
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The compensation of Pason’s President & CEO and executive management contains various elements,
not all of which are directly related to shareholder returns. As such, the trends in NEO compensation do
not necessarily correspond to the trends in equity indices illustrated in the preceding table. The HRC
Committee and the Board review executive compensation of the President & CEO and executive
management annually and consider a variety of factors which are included in the discussion under the
headings of Short-Term Incentive, Medium-Term Incentives, and Long-Term Incentives on pages 24-26.
The HRC Committee and the Board believe that shareholder returns are an important consideration in the
creation of compensation programs in order to align executive compensation with shareholder interests.
Specifically, compensation delivered through the RSU Plan and the Stock Option Plan is correlated to
absolute shareholder returns, and relative shareholder returns are the most significant components of the
PSU Plan’s performance metrics.
Accordingly, the HRC Committee and the Board believe that the compensation of the President & CEO
and executive management is appropriately aligned with the interest of shareholders.

Summary Compensation Table
The following table provides a summary of the compensation paid or awarded to each NEO during the last
three years. Amounts earned, but not paid, are reflected in the period in which the compensation was
earned.
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Name and
Principal
Position

Marcel
Kessler
President &
CEO(7)
Jon Faber
President &
CEO (7)

Celine Boston
CFO

David Elliott
Interim CFO

Kevin Boston,
VP
Commercial(8)

Russell Smith,
VP
International(8)

Bryce
McLean, VP
Operations

Year

Base
Salary

Short-Term
Incentive

Medium-Term
Incentive(1)

Long-Term
Incentive

Discretionary
Cash
Bonus(3)

RSU
Grants(4)

PSU
Grants(5)

Stock Option
Grants(6)

All Other
Compensation(2)

Total
Compensation

2020

$615,000

-

-

-

-

$1,210,909

$1,825,909

2019

$600,000

$650,000

$400,000

$800,000

$257,600

$17,500

$2,725,100

2018

$540,000

$600,000

-

$600,000

$558,990

$12,375

$2,311,365

2020

$389,250

-

$225,000

$450,000

$157,689

$17,588

$1,239,527

2019

$360,000

$235,000

$168,750

$337,500

$108,675

$18,000

$1,227,925

2018

$323,000

$250,000

-

$323,000

$279,495

$16,150

$1,191,645

2020

$23,974

-

$206,250

$103,125

$72,274

$75,688

$481,311

2019

-

-

-

-

-

-

-

2018

-

-

-

-

-

-

-

2020

$248,750

-

$206,250

$103,125

$72,274

$12,438

$642,837

2019

$237,500

$62,500

$86,252

-

$18,515

$11,875

$416,642

2018

$235,000

$55,000

$54,998

-

$61,542

$10,281

$416,821

2020

$334,785

-

$222,750

$111,375

$78,056

$10,044

$757,010

2019

$331,707

$218,927

$104,333

$208,667

$67,190

$9,952

$940,776

2018

$292,221

$194,382

-

$250,000

$186,330

$8,767

$931,700

2020

$331,689

-

$222,750

$111,375

$78,056

$9,951

$753,821

2019

$328,390

$159,220

$90,000

$180,000

$57,960

$9,852

$825,422

2018

$314,250

$136,067

-

$200,000

$167,697

$9,428

$827,442

2020

$255,556

-

$206,250

$103,125

$72,274

$12,778

$649,983

2019

$230,000

$170,000

$85,005

$170,000

$54,740

$11,500

$721,245

2018

$208,000

$150,000

-

$175,000

$167,670

$10,400

$711,070

(1)

The RSU and PSU plans are further described under the headings Restricted Share Unit (RSU) Plan and Performance Share Unit (PSU) Plan,
respectively, starting on page 25.

(2)

All Other Compensation represents the value of contributions the Corporation made to the NEOs’ retirement savings plans implemented in 2013
and as described under the heading Benefits and Perquisites on page 29, except for Marcel Kessler, the value which includes a retiring allowance,
and for Celine Boston, the value which includes a signing bonus.

(3)

Discretionary cash bonuses are paid in the following year, after financial results are finalized.

(4)

2020 RSUs were granted on November 30 at $7.33 based on the volume-weighted average share price of the last five trading days in November.

(5)

As described above under the heading Medium-Term Incentives on page 25, each PSU has a notional target value of $1.00.

(6)

The value of stock option awards reflects the estimated value on the grant date calculated using the Black-Scholes valuation method. 2020 stock
option grants were valued at $1.752.

(7)

On September 30, 2020, Marcel Kessler retired as President & CEO, and on October 1, 2020 he was appointed non-executive Chair of the Board.
On the same date, the Board appointed Jon Faber, formerly Chief Financial Officer, to succeed Mr. Kessler as President & CEO and as a director
on the Board. Neither Marcel Kessler nor Jon Faber received additional compensation for their services as directors in 2020. They were paid only
as executives of the Corporation.

(8)

Kevin Boston and Russell Smith are paid in US dollars. Disclosed compensation has been converted from USD at 1.341 in 2020, 1.327 in 2019
and 1.296 in 2018.
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Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards
The following table summarizes each NEO’s stock options, RSUs and PSUs outstanding at December 31,
2020. The seven NEOs held 1,511,896 (35%) of the 4,277,601 stock options issued and outstanding as at
December 31, 2020.
Medium-Term Incentive Plan
Share-Based Awards: PSUs(1)
Name and
Principal
Position
Marcel
Kessler
President
& CEO(6)

Jon Faber
President
& CEO(6)

Share-Based Awards:
RSUs(1)
Market
Number of
Value of
RSUs That
RSUs That
Have Not
Have Not
Vested
Vested

Option-Based Awards(2)
Number of
Shares
Underlying
Unexercised
Options

Option
Exercise
Price

Option
Expiration
Date

Value of
Unexercise
d In-TheMoney
Options(5)

-

-

-

-

-

-

-

53,333

$12.90

Nov 30, 2024

-

-

-

-

100,000

$20.22

Nov 30, 2023

-

-

-

-

150,000

$18.49

Nov 30, 2022

-

-

-

-

-

79,900

$15.94

Nov 30, 2021

-

Number of
PSUs That
Have Not
Vested(3)

Market Value
of PSUs That
Have Not
Vested(4)

2020

-

-

-

2019

-

-

2018

-

2017

-

2016

Grant
Year

Long-Term Incentive Plan

2020

450,000

$450,000

30,696

$241,884

90,000

$7.33

Nov 30, 2025

$49,500

2019

225,000

$85,230

8,748

$68,934

67,500

$12.90

Nov 30, 2024

-

2018

107,667

$129,717

-

-

75,000

$20.22

Nov 30, 2023

-

2017

-

-

-

-

75,000

$18.49

Nov 30, 2022

-

2016

-

-

-

-

65,000

$15.94

Nov 30, 2021

-

Celine Boston
CFO

2020

103,125

$103,125

28,138

$221,727

41,250

$7.33

Nov 30, 2025

$22,688

David Elliott
Interim CFO

2020

103,125

$103,125

28,138

$221,727

41,250

$7.33

Nov 30, 2025

$22,688

Kevin Boston
VP
Commercial

Russell Smith
VP
International

Bryce McLean
VP Operations

(1)
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Medium-Term Incentive
Plan

2019

-

-

4,471

$35,231

11,500

$12.90

Nov 30, 2024

-

2018

-

-

907

$7,147

16,517

$20.22

Nov 30, 2023

-

2017

-

-

-

-

18,127

$18.49

Nov 30, 2022

-

2016

-

-

-

-

17,736

$15.94

Nov 30, 2021

-

2020

111,375

$111,375

30,389

$239,465

44,550

$7.33

Nov 30, 2025

$24,503

2019

139,111

$52,695

5,409

$42,620

41,733

$12.90

Nov 30, 2024

-

-

2018

83,333

$100,400

-

50,000

$20.22

Nov 30, 2023

-

2017

-

-

-

-

50,000

$18.49

Nov 30, 2022

-

2016

-

-

-

-

32,000

$15.94

Nov 30, 2021

-

2020

111,375

$111,375

30,389

$239,465

44,550

$7.33

Nov 30, 2025

$24,503

2019

120,000

$45,456

4,665

$36,763

36,000

$12.90

Nov 30, 2024

-

2018

66,667

$80,320

-

-

45,000

$20.22

Nov 30, 2023

-

2017

-

-

-

-

45,000

$18.49

Nov 30, 2022

-

2016

-

-

-

-

35,700

$15.94

Nov 30, 2021

-

2020

103,125

$103,125

28,138

$221,727

41,250

$7.33

Nov 30, 2025

$22,688

2019

113,333

$42,931

4,407

$34,725

34,000

$12.90

Nov 30, 2024

-

2018

58,333

$70,820

-

-

45,000

$20.22

Nov 30, 2023

-

2017

-

-

-

-

45,000

$18.49

Nov 30, 2022

-

2016

-

-

-

-

20,000

$15.94

Nov 30, 2021

-

The PSU and RSU plans are further described under the headings Performance Share Unit (PSU) Plan and Restricted Share Unit (RSU) Plan
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respectively, starting on page 25.
(2)

Represents all unexercised stock options. See page 26 under the heading Long-Term Incentives for more information about Pason’s stock option
plan.

(3)

As described above under the heading Medium-Term Incentives on page 25, each PSU has a notional target value of $1.00.

(4)

The amounts disclosed for PSUs that were granted in November of 2020 reflect the target amounts payable to each NEO under the PSU Plan and
do not take the performance conditions into account because such conditions are measured over a multi-year horizon and as at December 31,
2020, only one month of performance could be measured. The amounts disclosed for the unvested PSUs granted in 2018 and 2019 are measured
at the actual PSU performance multiplier as at December 31, 2020.

(5)

Calculated based on the difference between the market price of the Shares at December 31, 2020 ($7.88), and the exercise price of the stock
options for any in-the-money options.

(6)

On September 30, 2020, Marcel Kessler retired as President & CEO, and on October 1, 2020 he was appointed non-executive Chair of the Board.
On the same date, the Board appointed Jon Faber, formerly Chief Financial Officer, to succeed Mr. Kessler as President & CEO and as a director
on the Board. Neither Marcel Kessler nor Jon Faber received additional compensation for their services as directors in 2020. They were paid only
as executives of the Corporation.

Incentive Plan Awards - Value Vested or Earned During the Year
The following table summarizes the discretionary cash bonus earned in 2020 and the value that would have
been realised if the stock options granted to each of the NEOs had been exercised on the vesting date in
2020 and the value realised from RSUs and PSUs that vested during 2020.
Name

Short-Term
Incentive
Discretionary Cash
Bonus

RSUs(1)

Medium-Term
Incentive
PSUs(2)

Long-Term
Incentive
Stock Options(3)

Total

Marcel Kessler
President & CEO

-

$75,997

$575,740

-

$651,737

Jon Faber
President & CEO

-

$32,061

$294,686

-

$326,747

Celine Boston
CFO

-

-

-

-

-

David Elliott
Interim CFO

-

$29,782

-

-

$29,782

Kevin Boston, VP
Commercial (4)

-

$20,504

$227,324

-

$247,828

Russell Smith, VP
International (4)

-

$17,691

$186,767

-

$204,458

Bryce McLean
VP Operations

-

$16,148

$138,779

-

$154,927

(1)

Calculated based on the number of RSUs that matured in 2020 multiplied by the market price of the Shares on the maturity date.

(2)

Calculated based on the number of PSUs that matured in 2020 multiplied by the applicable PSU Multiplier of each maturing tranche of PSUs on
the maturity date.

(3)

Calculated based on the difference between the market price of the Shares on the options’ vesting date in 2020 and the exercise price of the stock
options for any in-the-money options, regardless of whether the stock option was exercised.

(4)

Kevin Boston and Russell Smith are paid in US dollars. Disclosed compensation has been converted from USD at 1.3412 in 2020.

Aggregated Option Exercises During the Most Recently Completed Financial
Year-End and Option Values
There were no stock options exercised by the NEOs during the fiscal year ended December 31, 2020.
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Termination and Change of Control Benefits
Termination of Employment
In the event of termination of employment, each of the NEOs would receive the termination benefits set out
in the Stock Option, RSU, and PSU Plans. NEOs are afforded no special treatment upon termination or
otherwise under these plans.
The following table summarizes the results of termination of employment under the medium- and long-term
incentive plans and the NEOs’ employment agreements:

(1)

Plan

Treatment Upon Termination

Stock Option Plan

Participants have 90 days from the date of termination to exercise any vested options (1)
Unvested options expire immediately upon termination.

RSU Plan

All unmatured RSUs are cancelled immediately upon termination.

PSU Plan

All unmatured PSUs are cancelled immediately upon termination.

Employment Agreement

Incremental payments to all NEOs for termination without cause (see below).

Pursuant to the Stock Option Plan, if the termination is a result of the participant’s death or permanent disability, the time period to exercise options
is extended to 12 months. For more information about the stock option plan, see Stock Option Plan on page 26.

President & CEO
Jon Faber’s employment agreement provides that should his employment be terminated by the Corporation
at any time other than for just cause, he would be entitled to a payment of:
1. An amount equal to 24 months of his then annual base salary; plus,
2. An amount equal to five percent of his then annual base salary to compensate for loss of
medical, dental and insurance coverage.
The Corporation is deemed to have terminated Jon Faber’s employment without just cause if:
1. His regular place of work is relocated outside of Calgary without his consent;
2. The Corporation fails to continue to provide him with any material benefit or plan, or fails to
obtain an assumption of the Corporation’s obligations under such benefits or plans from any
successor company; or
3. A variety of other occurrences that are typically associated with constructive dismissal at law.
Chief Financial Officer and Other NEOs
The employment agreements for the Chief Financial Officer and other NEOs provides that should his/her
employment be terminated by the Corporation at any time other than for just cause, he/she would be entitled
to a payment of:
1. An amount equal to 12 months of his/her then annual base salary; plus
2. An amount equal to five percent of his/her then annual base salary to compensate for the
loss of medical, dental and insurance coverage.
The Corporation is deemed to have terminated the employment without just cause if:
1. His/her regular place of work is relocated outside of Calgary or Houston, respectively, without
his/her consent;
2. The Corporation fails to continue to provide him/her with any material benefit or plan, or fails
to obtain an assumption of the Corporation’s obligations under such benefits or plans from
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any successor company; or
3. A variety of other occurrences that are typically associated with constructive dismissal at law.

Change of Control
In the event of a change of control, all unvested or unmatured stock options, RSUs and PSUs held by NEOs
would immediately vest. Accelerated vesting applies equally to all other participants in those plans.
For purposes of the accelerated vesting under Pason’s stock option, RSU and PSU Plans, the definition of a
change of control event is generally consistent, and is deemed to occur if any of the following transpire:
1. A person or group of persons acquires an equity interest in Pason that, together with all other
equity interests already held by such individual or group, constitutes more than 50% of the
total fair market value or total voting power of the equity interests in Pason;
2. A person or group of persons acquires (or has acquired in the last 12 months) an equity
interest in Pason possessing 50% or more of the total voting power of the equity interests in
Pason or a majority of the members of the Board is replaced during any 12 month period by
directors whose appointment is not endorsed by a majority of the then current members; or
3. A person or group of persons acquires (or has acquired in the last 12 months) assets from
Pason having a total gross fair market value equal to or in excess of 40% of the total gross
fair market value of all Pason’s assets.
The following table summarizes the results of a change of control under the medium- and long-term
incentive plans and the NEOs’ employment agreements:
Plan

Treatment upon Change of Control

Stock Option Plan

Accelerated vesting

RSU Plan

Accelerated maturity

PSU Plan

Accelerated maturity

Employment Agreement

No incremental payments to NEO’s other than potentially to Jon Faber and Celine Boston
(see below for discussion of termination benefits)

The employment agreements of the President & CEO and the Chief Financial Officer provide that, should
a change of control occur, such executives have the right, for a period of six months following such a change
of control, to elect to resign from their employment with the corporation with two months’ advance notice.
Upon making such an election, the executive would become entitled to a payment equal to that which they
would receive upon termination as set out above. Should the executive decline to make that election within
six months of such events, he or she would be deemed to have acquiesced to the change of control event
and circumstances that might otherwise constitute constructive dismissal.
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Termination and Change of Control Benefits Summary Table
The following table contains a summary of the payments that each NEO would have received had that
individual’s employment been terminated without just cause or had a change of control event occurred on
December 31, 2020. Generally, all change of control and termination benefits are due to the employee
within 20 days of the triggering event.
Termination (without just cause)

Change of Control (1)

$945,000

$944,181

$288,750

$347,540

David Elliott
Interim CFO

$288,750

$389,919

Kevin Boston
VP Commercial

$300,794

$507,935

Russell Smith
VP International

$300,794

$487,473

Bryce McLean
VP Operations

$288,750

$451,455

$2,390,338

$3,128,503

Name
Jon Faber (2)
President & CEO
Celine Boston
CFO

(2)

Total payments to all NEOs

38

(1)

Amounts in this column represent a payment equal to the value of each NEO’s vested and unvested stock options, unvested RSUs, and unvested
PSUs, as at December 31, 2020.

(2)

If a change of control event were to occur in connection with one of the subsequent events entitling Jon Faber and Celine Boston to an additional
change of control benefit, as discussed above under the heading, Termination and Change of Control Benefits Summary Table on page 38, the
total change of control benefit payable would be the termination amount, plus the change of control amount.
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Corporate Governance Disclosure
Pason and its Board are committed to maintaining high standards of governance which comply with all
regulatory standards and reflect evolving best practices that are in the interest of the organization and its
Shareholders. The Board directly, and through its various committees, complies with evolving Canadian
corporate governance requirements, including those established under NI 52-110 (Audit Committees), NI
58-101 (Disclosure of Corporate Governance Practices), and NP 58-201 (Corporate Governance
Guidelines). The information required to be disclosed under NI 52-110 is included in the AIF under the
heading “Audit Committee”. To this end, the Board has adopted a Code of Conduct and Ethics (the “Code”),
as well as a number of policies including an Anti-Corruption Policy, a Disclosure and Public
Communications Policy and a Trading in Securities and Reporting Policy. These policies, together with the
mandates of the Board and its committees as well as position descriptions, have been adopted to assist
the Corporation in maintaining a high standard of corporate governance.
A copy of the Code has been filed on SEDAR at www.sedar.com and on the Corporation’s website at
www.pason.com in the Investors section (under Corporate Governance). Copies of each of the AntiCorruption Policy, a Disclosure and Public Communications Policy and a Trading in Securities and
Reporting Policy and the mandates of the Board and its committees are also available on the Corporation’s
website.

Board of Directors
Board Membership and Independence
The Board is currently made up of six directors. Four of the six nominated directors and all current members
of each Board committee are independent for the purposes of NI 58-101 and NI 52-110. As Pason’s former
President & CEO, Marcel Kessler is deemed to have a material relationship with the Corporation and is
therefore not independent within the meaning of National Instrument 52-110 Audit Committees. Mr. Kessler
will not participate in any of the committee meetings.
As Pason’s current President & CEO, Jon Faber is not independent. If elected, Mr. Faber will not serve on
any standing committees of the Board but will attend by invitation all or substantially all the CGN Committee,
Audit Committee and HRC Committee meetings. He will not have a vote at such committee meetings and
will not be present for decisions that involve him personally.
There are no interlocking board positions in that none of the proposed nominee directors sit together on the
same board of other publicly traded companies or sit together with any of Pason’s executives on any other
boards. Additional information related to outside directorships is included under the heading Director
Biographies.

In Camera Meetings
Pason’s independent directors hold an in-camera meeting at which non-independent directors and
members of management are not in attendance as part of every Board and committee meeting. The
attendance of each director for all Board and committee meetings held in 2020 is disclosed under the
heading Director Biographies.

Chair of the Board is not Independent
As noted above, Pason’s Chair, Marcel Kessler, is not independent within the meaning of National
Instrument 52-110 Audit Committees. In order to provide effective leadership, James B. Howe, has been
appointed as the independent Lead Director. The responsibilities of the Lead Director are described in the
Board mandate available on the Corporation’s website at www.pason.com in the Investors section. Such
responsibilities include assuring effective and independent corporate governance in managing the affairs
of the Board and the Corporation, chairing meetings and acting as the Corporation’s spokesperson when
the Chair is absent, chairing independent director sessions of meetings, and communicating with the
independent directors.
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Board Committees
As of March 17, 2021, the Board has three standing committees to oversee essential parts of the
Corporation’s governance, which are:
Corporate Governance and Nomination
(CGN) Committee

Human Resources and Compensation
(HRC) Committee

Audit Committee

Judi M. Hess (Committee Chair)

T. Jay Collins (Committee Chair)

James B. Howe (Committee Chair)

James B. Howe

Judi M. Hess

T. Jay Collins

Laura L. Schwinn

Laura L. Schwinn

Laura L. Schwinn

Each of these committees is composed entirely of independent directors within the meaning of National
Instrument 52-110. The CGN Committee is tasked with identifying which directors are “independent” within
the meaning set forth in National Instrument 52-110. The mandates for each of the Board’s committees are
available on the Corporation’s website at www.pason.com in the Investors section (under Corporate
Governance).

Corporate Governance and Nomination Committee
The CGN Committee is responsible for developing and making recommendations to the Board on all
matters relating to effective corporate governance. Within this mandate, the CGN Committee is responsible
for monitoring compliance with current governance requirements, keeping abreast of governance best
practices, assessing the size and composition of the Board and its committees, implementing director
compensation programs, and conducting performance assessments of the directors and the Board as a
whole.
The CGN Committee is also responsible for Board and committee succession planning and new director
orientation. As part of its succession planning efforts, the CGN Committee is responsible for identifying
potential new Board members, either through referrals or a third-party search firm. Once identified,
prospective candidates are screened by a third-party search firm, and then reviewed by the CGN
Committee to ensure the candidates have the appropriate background, skills, experience, and time to
devote the necessary attention to the directorship. The skills matrix, discussed below, is used to identify
necessary qualifications of new nominees. Gender diversity of the Board is also a criterion in identifying
potential candidates. Once identified, the CGN Committee puts forward recommendations to the Board as
to the suitability of each candidate. Qualifying candidates are interviewed by members of the CGN
Committee, and then by the Chair, President & CEO, and finally by the Board as a whole. The CGN
Committee regularly assesses the skills, attributes, and experiences desirable in director nominees. The
following table reflects the diverse skill set of the Board and identifies the specific experience and expertise
brought by each individual director.
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Skill/ Experience
Area

Description

Kessler

Collins

Faber

Hess

Howe

Schwinn

Board &
Governance

Governance and compliance; risk
assessment and management;
teamwork; devil’s advocacy

●

●

●

●

●

●

Leadership

CEO and/or senior leadership
experience; strategy/planning/business
development focus

●

●

●

●

●

●

Industry
Experience

Knowledge of upstream oil and gas;
oilfield services and technology;
customers; competitors; operational
issue; regulatory frameworks

●

●

●

●

●

●

Financial Literacy

Accounting; corporate finance; M&A;
tax; investor relations

●

●

●

●

●

●

Technology

Managing innovation and
commercialization; R&D; information
technology; intellectual property

●

●

●

●

●

●

Human Resources
& Compensation

Objectives and incentives; succession
planning; executive compensation;
benefit programs; perquisites

●

●

●

●

●

●

International

Global operations; understanding of
different cultural, political and
regulatory requirements

●

●

●

●

●

●

Health, Safety,
Environment &
Social

Understanding of industry regulation
and public policy related to workplace
HSE and social responsibility

●

●

●

●

●

●

● Advanced or expert degree of experience or expertise in specific area
● General experience or expertise in specified area
No experience or expertise in specific area

The CGN Committee continues to review the necessity of the skills and experiences listed above, in light
of the Corporation’s business and strategy, to ensure that sufficient directors possess those skills and
experiences, and in the right combination given the dynamics of the Board. The number of women directors
and directors with diverse backgrounds is also considered in assessing the Board composition, as
described further under the heading Diversity on page 45. The CGN Committee considers the six director
nominees identified in this Information Circular to represent the appropriate mix at this stage in the
Corporation’s development, though it will continually reassess this as the business, industry, and economy
change.
The CGN Committee periodically reviews the adequacy and form of director compensation to ensure that
the level of compensation is appropriate given the responsibilities and risks involved in being an effective
director and makes recommendations to the Board accordingly.
As noted under the heading Assessments below, the CGN Committee reviews the results of an annual
survey of the Board to determine their individual and collective effectiveness and contribution to the
Corporation.
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HRC Committee
The HRC Committee is responsible for reviewing, approving and overseeing Pason’s compensation
philosophy and programs for executives and employees. It is also tasked with evaluating the performance
and recommending total compensation for the CEO and other executive officers. In addition, the HRC
Committee is responsible for overseeing all the Corporation’s equity-based compensation plans, retirement
plans, executive succession planning, executive stock ownership guidelines, compensation risk
management and all the Corporation’s other significant human resources policies, plans, principles, and
practices to ensure they are designed to achieve the goals and objectives of the Corporation. The
responsibilities of the HRC Committee are further described on page 19 under the heading Human
Resources and Compensation Committee. The mandate of the HRC Committee of the Board is available
on the Corporation’s website at (www.pason.com) in the Investors section (under Corporate Governance).
The Corporation’s annual compensation decision-making process, including the role of the HRC
Committee, is set out on page 20 under the heading Compensation Approval Process.

Audit Committee
The principal duties of the Audit Committee include overseeing financial statements and financial reporting
of Pason and its subsidiaries; establishing appropriate accounting practices and internal controls; approving
all audit and non-audit services provided by the independent auditor; consulting with the auditor
independent of Management and overseeing the work of the independent auditor; ensuring compliance
with regulatory and reporting requirements; directing the activities of the internal audit group; and
overseeing the Company’s cybersecurity and IT programs.
Information regarding the Audit Committee required by NI 52-110, including its composition and the relevant
education and experience of its members, can be found in the section entitled “Audit Committee” in Pason’s
Annual Information Form. The mandate of the Audit Committee of the Board is available on the
Corporation’s website at (www.pason.com) in the Investors section (under Corporate Governance).

Board Mandate, Committee Mandates and Position
Descriptions
The Board reviews its mandate annually and considers changes as appropriate. The Board mandate
includes written position descriptions for the Chair of the Board and the Lead Director. Stand alone position
descriptions are also available for the CEO, the Chief Financial Officer and the Secretary. Position
descriptions for the chair of each of the Audit Committee, the CGN Committee and the HRC Committee are
incorporated in the respective mandates for each of these committees. These mandates and position
descriptions are all available on the Corporation’s website at www.pason.com in the Investors section
(under Corporate Governance).

Orientation and Continuing Education
New Director Orientation
A comprehensive on-boarding program, including one-on-one and group meetings with management and
other Board members is provided for each new director.
Prior to being nominated by the Board to stand for election, each new director meets with numerous directors
in one-on-one settings, as well as with the Board as a group to ensure that the director has sufficient
knowledge of the Corporation’s business or aspects thereof that are necessary to ensure effective oversight
by the Board as a whole.
Upon appointment or election, each new director is given a comprehensive introduction package including
the mandates of the Board and its committees and the position descriptions so that the new director
understands the role of the Board, its committees and officers. New directors are also given access to all
relevant background documents of Pason, including corporate policies, governance documents, corporate
records, and prior Board materials, including strategy documents. New directors are given product
demonstrations and hold meetings with various business unit managers, product managers, and R&D
personnel as part of their on-boarding process.
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Director Continuing Education
Management promotes continuing education among its directors by encouraging them to attend seminars
and conferences that contribute to a better understanding of their role as directors and Pason and its
market. Comprehensive Board materials are provided to directors in advance of regularly scheduled
meetings, which include prereading materials and background analysis. Pason holds a day-long annual
strategy session for the Board during which management conducts various presentations and workshops
for the Board to dive deep into Pason’s business and the industry dynamics.
Management provides regular reports to the Board and its committees to educate the directors on business
and industry issues faced by the Corporation. Management also provides regular presentations to the Board
throughout the year to keep them informed of the Corporation’s ongoing strategic planning process and
certain key initiatives.
Board meetings are regularly held at the Corporation’s head office and periodically held at the Corporation’s
Houston office so the Board can tour the premises and meet with employees on a regular basis. Rig visits
are occasionally arranged with the Corporation’s employees so that directors may view installed and
operational Pason products. Directors also regularly conduct field visits on their own to view Pason
products, arranged through Pason or other affiliations.

Assessments
The Board, its committees and individual directors are assessed with respect to their effectiveness and
contribution to the Corporation through a survey completed by each director of the Board. That survey is
designed to rate the Board’s effectiveness by surveying a range of issues, including the efficacy of the
Corporation’s strategic planning process and monitoring thereof, the effectiveness of the Corporation’s
compliance and controls, the CEO’s performance and the linkage to compensation, Board and committee
succession planning, the appropriateness of the directors’ level of engagement with management, the
process for selection and evaluation of director candidates, committee structure and general Board
practices. It includes a director peer evaluation, a self-evaluation, a review of the director skills matrix and
questions about the effectiveness of the Board as a whole.
The skill set of each director is reviewed by the CGN Committee Chair and is discussed with individual
directors, where appropriate, to consider each director’s individual contributions and identify training and
education opportunities. The full results of each survey are reviewed by the CGN Committee and then
presented to the Board for discussion, with further action taken to remedy outstanding concerns, if any.

Director Term Limits and Retirement
Each director’s term expires at the end of the next annual Meeting or when a successor is elected or
appointed to the Board. Pason does not impose term limits or mandatory retirement on its directors. The
average tenure among Pason’s six proposed nominees for election as directors is approximately nine (9)
years and their average age is 60.
Pason’s Board does not believe that term limits or mandatory retirement based on age is in the
Shareholders’ best interests based on the current Board make-up and in light of the other mechanisms
used by the Board to foster renewal, as discussed above under the heading Assessments. The Board’s
annual self and peer assessments of director effectiveness and Board composition, including the director’s
age, tenure and the mix of skills and expertise in light of the demands of the business for director oversight
is considered effective.
The CGN Committee actively manages the Board composition through the annual review process. The
nomination process used to recruit new directors is rigorous to ensure the Board always has an appropriate
mix of subject matter experts with the necessary experiences. With the processes currently in place, the
Board believes that underperforming directors or those who lack the appropriate skill sets can be identified
and removed, and that the necessary mix of directors will be assured, particularly as the directors’ oversight
role changes with the business and industry conditions.
It has been the Board’s experience that some of the longer-serving directors provide the most value,
particularly in light of the complex and niche business that Pason operates. However, routine director
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evaluation and skills assessments allow for the periodic renewal that encourages new perspectives on the
business. The Board feels these new perspectives and new strategic ideas are useful and Board renewal
through existing mechanisms will continue to bring these forward to add value to Shareholders.

Executive Succession Planning
The HRC Committee, together with the Board, oversees Pason’s executive management talent
development and succession plan. The HRC Committee reviews the succession plan each year and
identifies near-term, mid-term, and longer-term potential replacements for each executive management
position, including the CEO. The HRC Committee members have regular discussions with management
relating to succession planning. Where required, a development plan is established for potential
successors, which may include exposure to different areas of the Corporation, formal training, or other
career progression opportunities. The HRC Committee presents the succession plan to the Board annually
for review and discussion.
Throughout the year, directors have an opportunity to informally evaluate the candidates through
presentations made at regular Board meetings, the annual Board strategy session and social events. The
directors believe they have a strong understanding of the Corporation’s succession plan.

Environmental, Social and Governance Matters
Pason’s Board and Board committees have oversight of the Corporation’s environmental, social and
governance policies and performance. Pason’s governance framework, policies, and core values support
its commitment to employee, client and community needs; promote a culture of accountability and ethical
conduct across the company; and highlight Pason’s commitment to address global challenges through its
core business.

Environmental Responsibility
Pason is primarily involved in the development and deployment of hardware and software technology and,
as a result, the Corporation’s activities produce comparatively low greenhouse gas (GHG) emissions,
pollution, or environmental waste, and have low land and water use. The Corporation seeks to minimize
its environmental impact by ensuring equipment is handled in an environmentally responsible manner when
it is returned from the field and prepared to be re-deployed. The Corporation also participates in recycling
of materials in its office and field locations and utilizes electronics recycling programs for equipment when
it reaches the end of its useful life.

Clean Energy Technology Development
The Board oversees investments in product development. Pason is developing products that improve the
efficiency and effectiveness of drilling operations, which serves to reduce the carbon intensity of
hydrocarbon extraction and production. Since 2016, the Corporation has been pursuing efforts in the solar
and energy storage space, including the acquisition of Energy Toolbase in 2019.

Health & Safety
Pason’s strong safety culture is founded on its values and underpins the Corporation’s unwavering
commitment to the safety of its workforce and protection of its assets. Pason works together to create a
vigilant and resilient safety culture and strives for zero incidents and accidents. Pason continues to invest
heavily in the safety and operational integrity of its systems.
The Board has ultimate oversight over the development, implementation and monitoring of the
Corporation’s health, safety and environmental (“HSE”) policies, and the HRC Committee oversees
compensation matters relating to HSE metrics.

Digital Security
As part of the enterprise risk management program, the Board regularly reviews developments in the
cybersecurity landscape and evaluates the digital security initiatives being taken to protect the security of
the Corporation’s and customers’ data and the integrity of the Corporation’s infrastructure and systems.
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The Corporation provides third-party assessments of its digital security to customers and regularly
measures its digital security maturity against independent standards and recommendations.

Diversity
The Board believes that the inclusion of directors with diverse backgrounds, including diversity of gender,
age, ethnicity, business experience, professional expertise and geography, on its Board stimulates a
broader exchange of perspectives and promotes better corporate governance. The CGN Committee is
responsible for identifying new director nominees and assesses candidates based on a combination of
factors including educational background, experience, and expertise. The CGN Committee also takes into
consideration a candidate’s gender, age and ethnicity, to ensure the Board benefits from a broader range
of perspectives.
Pason believes that a process that allows for the consideration of a various factors, including measures of
diversity, will result in a more qualified and valuable candidate. While Pason has not adopted a board
diversity policy, it is firmly committed to gender diversity and women represent 33% of the current Board
and 50% of the independent directors.
Pason also promotes diversity in its workforce and is firmly committed to providing equal opportunity in all
aspects of employment. The Board believes that diversity in the workplace leads to more innovative ideas
and fosters a more productive work environment.

Code of Conduct and Ethics Hotline
Ethical behaviour is fundamental to the way we do business at Pason. As disclosed above, the Board has
adopted the Code, which is applicable to directors, officers, employees and other stakeholders (including
certain suppliers). The Code describes the Corporation’s core values in areas including: human rights;
discrimination and harassment; diversity; safety and health; conflicts of interest; privacy and confidentiality
of non-public information; accuracy of recording and reporting; honest and ethical conduct; fair dealing;
political activities and contributions; gifts and entertainment; and the environment and social responsibility.
The Corporation provides mandatory, comprehensive training annually on the Code for all employees and
tracks employee compliance electronically.
The Code and the Corporation’s other corporate policies encourage employees, officers and directors to
report any potential or perceived contravention of the Code either directly to senior management or through
the Corporation’s confidential ethics hotline, without fear of retaliation. The ethics hotline is operated by an
independent third party that notifies the Vice President, Legal and Audit Committee Chair immediately upon
receiving an anonymous complaint about any suspected unethical conduct or breach of Pason’s policies.
The Corporation’s Vice President, Legal, in conjunction with other members of senior management, is
tasked with handling inquiries and complaints, investigating violations, and providing quarterly reports to
the Board on all matters related to the Code.
No material change reports were filed since the beginning of 2014 that pertain to any conduct of a director
or officer that constitutes a departure from the Code.
Certain conduct prohibited by the code, such as corruption and bribery, are subject to additional sub-policies
with their own guidelines and training programs to further ensure compliance. Certain segments of the
Corporation’s employees receive additional and targeted training to areas of risk that are more relevant to
their work duties.

Anti-Corruption Policy
The Corporation has adopted an Anti-Corruption Policy that applies to every director, officer, and employee
of Pason and its subsidiaries, and requires compliance with Canada’s Corruption of Foreign Public Officials
Act, the U.S. Foreign Corrupt Practices Act, and any other applicable foreign anti-bribery or anti-corruption
laws. The Anti-Corruption Policy is available on the Corporation’s website at www.pason.com in the
Investors section (under Corporate Governance). The Vice President, Legal, oversees compliance with the
Anti-Corruption Policy, with ultimate oversight by the President & CEO. The Corporation provides
mandatory, comprehensive training annually on issues dealing with bribery and corruption for certain
groups of employees. Additionally, in-person training is delivered throughout the organization as needed.
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Conflicts of Interest
Where the personal or business relationships or interests of directors may conflict with those of the
Corporation, directors are required to disclose in writing to the Vice President, Legal or verbally at a Board
meeting the nature and extent of the conflict of interest. In the event of a bona fide conflict of interest, a
director will declare that conflict, will not participate in that part of the meeting in which the matter is
discussed, and must abstain from voting on the matter. Pason’s employees are also required to disclose
any actual or potential conflicts of interest. The conflicts disclosed are reviewed by Pason’s legal, internal
audit and human resources departments, as applicable.

Insider Trading
Pason’s Trading in Securities and Reporting Policy applies to all directors, executive officers and
employees. The policy outlines the regular blackout periods when trading is not allowed and the timing of
trading windows, as well as prohibited insider trading activities, tipping, and general trading restrictions. It
also addresses insider reporting requirements and processes. Pason insiders and individuals that have
access to material undisclosed information are notified by email of each applicable blackout period and
trading window.
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Availability of Certain Documents and
Additional Information
Availability of Certain Documents
Under the policies adopted by the Canadian Securities Administrators, a person or company who wishes
to receive interim financial statements from the Corporation must deliver a written request for such material
to the Corporation, together with a signed statement that the person or company is the owner of securities
of the Corporation. The Corporation's policy is to provide interim financial statements to registered
Shareholders; however, non-registered Shareholders who wish to receive interim financial statements are
encouraged to send the enclosed return form in the addressed envelope provided to the Corporation's
Transfer Agent, ComputerShare Trust Company of Canada. The Corporation will maintain a supplemental
list of persons and companies wishing to receive interim financial statements.

Normal Course Issuer Bid (NCIB)
In 2019, the Corporation implemented an NCIB which expired on December 17, 2020. In 2020, the
Corporation renewed the expiring NCIB, which commenced on December 18, 2020 and expires on
December 17, 2021. Under the new NCIB, the Corporation may purchase for cancellation, from time to
time, as the Corporation considers advisable, up to a maximum of 4,149,047 common shares, which
represents 10% of the applicable 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 Corporation, subject to a maximum daily purchase limitation of 83,393
common shares. The Corporation may make one block purchase per calendar week which exceeds the
daily purchase restriction.
For the year ended December 31, 2020, the Corporation purchased 1,449,300 common shares for
cancellation, for a total cash consideration of $9,478,000. Additional information on the Corporation’s NCIB
is available on SEDAR at www.sedar.com.

Additional Information
Additional information related to the Corporation is available on SEDAR at www.sedar.com. Additional
financial information is contained in the Corporation's comparative audited consolidated financial
statements and MD&A for the years ended December 31, 2020 and 2019, which are included in the
Corporation's Annual Report for the year ended December 31, 2020.
The Corporation will provide to any person or company, upon request to the CFO or Corporate Secretary
of the Corporation:
•

One copy of the Corporation's latest Annual Information Form, together with one copy of
any document, or the pertinent pages of any document, incorporated therein by reference;
and

•

One copy of comparative financial statements of the Corporation for the Corporation’s most
recently completed financial year together with the accompanying report of the auditor
thereon and the MD&A, and one copy of any interim financial statements, including the
MD&A of the Corporation subsequent to the financial statements for its most recently
completed financial year.

Any request for documents referred to above should be made to the Corporate Secretary or CFO of Pason
Systems Inc. at 6130 Third Street SE, Calgary, Alberta, T2H 1K4 or by faxing a request to 403-301-3499.
Dated March 17, 2021.

Pason Systems Inc. Information Circular

47

Schedule A
Pason Systems Inc.
2021 Stock Option Plan
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PASON SYSTEMS INC.
2021 STOCK OPTION PLAN
1.

PURPOSE
The principal purposes of this 2021 Stock Option Plan (the "Plan") are to advance the interests of
Pason by providing the officers and employees of Pason with a long term incentive that is
intrinsically tied to the enterprise value of Pason, thereby encouraging them to remain associated
with Pason and furnishing them with a strong incentive in their efforts on behalf of Pason in the
conduct of their employment.

2.

DEFINED TERMS
In this Plan the following words and phrased shall have the meanings indicated:
a.

"Board" means the Board of Directors of the Corporation as it may be constituted from
time to time.

b.

"Change of Control" means:
i. Change in Ownership. Any one (1) person or more than one (1) person acting as a
group (as defined in subparagraph (iv) below) acquires ownership of an equity interest
in the Corporation that, together with all other equity interests held by such person or
group, constitutes more than fifty percent (50%) of the total Fair Market Value or total
voting power of the equity interests in the Corporation. However, if any one (1) person
or more than one (1) person acting as a group is considered to own more than fifty
percent (50%) of the total Fair Market Value or total voting power of the equity interests
in the Corporation, the acquisition of additional equity interests by the same person or
persons shall not be considered to cause a change in the ownership of the Corporation
(or to cause a change in the effective control of the Corporation, within the meaning of
subparagraph (ii) below). An increase in the percentage of equity interest by any one
(1) person or more than one (1) person acting as a group as a result of a transaction in
which the Corporation acquires its equity interest in exchange for property will be treated
as an acquisition of an equity interest for this purpose.
ii. Change in Effective Control. Either (i) any one (1) person or more than one (1) person
acting as a group (as determined under subparagraph (iv) below) acquires (or has
acquired during the twelve (12) month period ending on the date of the most recent
acquisition by such person or persons) ownership of an equity interest in the Corporation
possessing fifty (50%) or more of the total voting power of the equity interests of the
Corporation, or (ii) a majority of members of the Board is replaced during any twelve
(12) month period by directors whose appointment or election is not endorsed by a
majority of the members of the Board prior to the date of the appointment or election.
iii. Change in Ownership of a Substantial Portion of Assets. Any one (1) person or more
than one (1) person acting as a group (as determined under subparagraph (iv) below)
acquires (or has acquired during the twelve (12) month period ending on the date of the
most recent acquisition by such person or persons) assets from the Corporation that
have a total gross Fair Market Value equal to or more than forty percent (40%) of the
total gross Fair Market Value of all of the assets of the Corporation immediately prior to
such acquisition or acquisitions. For this purpose, gross Fair Market Value means the
value of the assets of the Corporation, or the value of the assets being disposed of,
determined without regard to any liabilities associated with such assets. However, there
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is no Change in Control under this subparagraph (iii) when there is a transfer to an entity
that is controlled by the equity holders of the transferring entity.
iv. Persons Acting as a Group. For the purposes of this definition, persons will not be
considered to be acting as a group solely because they purchase or own equity
interests, or purchase assets, of the Corporation at the same time, or as a result of the
same offering. However, persons will be considered to be acting as a group if they are
the owners of an entity that enters into a merger, consolidation, purchase or acquisition
of equity interests or assets, or similar business transaction with the Corporation. If a
person, including an entity, owns equity interests in such an entity and in the Corporation
at a time that both of the entities enter into a merger, consolidation, purchase or
acquisition of equity interests or assets, or similar transaction, such person is
considered to be acting as a group with other persons in an entity only with respect to,
and to the extent of, the ownership in that entity prior to the transaction giving rise to the
change and not with respect to the ownership interest in the other entity.
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c.

"Common Share" means a common share in the capital of the Corporation.

d.

"Committee" means the Human Resources and Compensation Committee of the Board
or such other committee which has been delegated the responsibilities of determining the
compensation policies of Pason.

e.

"Corporation" means Pason Systems Inc. and includes any successor entity thereto.

f.

"Exchange" means the Toronto Stock Exchange or if at the relevant time the Common
Shares are not then listed for trading on the Toronto Stock Exchange, such other
exchange(s) on which the Common Shares are then listed for trading.

g.

“Fair Market Value” means the price, expressed in terms of cash equivalents, at which
property would change hands between a hypothetical willing and able buyer and a
hypothetical willing and able seller, acting at arms-length in an open and unrestricted
market, when neither is under compulsion to buy or sell and when both have reasonable
knowledge of the relevant facts. In the case of a Common Share, “Fair Market Value”
means the weighted average trading price of the Common Shares on any Exchange where
the Common Shares are listed for the last five trading days prior to such day or, on a day
during any period when the Common Shares are not listed on an Exchange, the weighted
average trading price of the Common Shares on an over-the-counter market for the last
five trading days prior to such day on which at least one board lot of the Common Shares
was traded.

h.

"Insider” has the meaning set forth in the applicable rules of the Exchange.

i.

"Options" means options to purchase Common Shares.

j.

"Participant" means an officer or employee of Pason who is approved by the Committee
for participation in this Plan.

k.

"Pason" means, collectively, Pason and all Pason Entities.

l.

"Pason Entity" means, collectively, any of the Corporation's subsidiaries, partnerships,
trusts or other controlled entities (for the purpose of this Plan, the Corporation is considered
to control such other entity if the Corporation, directly or indirectly, has the authority to
direct the affairs of such other entity, regardless of the percentage of voting rights attached
to the securities of such entity or the percentage of votes attributable to director seats,
manager positions, trustee positions or such other similar management bodies.
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m.

"Permanent Disability" means a mental or physical disability whereby the individual is: (i)
unable, due to illness, disease, mental or physical disability or similar cause, to fulfil his or
her duties and obligations to Pason for a consecutive period of six (6) months or a
cumulative period of six (6) months out of any twelve (12) consecutive calendar months;
or (ii) declared by a Court of competent jurisdiction to be mentally incompetent or incapable
of managing his or her affairs.

n.

"Person" includes an individual, partnership, association, trust, body corporate, trustee,
executor, administrator, personal or other legal representative and any national, provincial,
state or municipal government.

o.

"Plan Administrator'' means a person or firm designated by the Committee from time to
time to administer the Plan on behalf of the Corporation pursuant to Section 3 hereof.

p.

"Tranche" means, with respect to unvested Options, all those Options with the same grant
date and vesting date.

ADMINISTRATION AND GRANTING OF OPTIONS
a.

This Plan shall be administered by the Committee pursuant to rules of procedure fixed by
the Board. The Committee shall have the authority to:
i. approve the form, terms and provisions of the respective Option agreements or grant
notices (collectively, "Option Agreements");
ii. retain a person or firm for the purposes of administering this Plan on behalf of the
Corporation (the "Plan Administrator'');
iii. designate the time or times at which such Options shall be granted; and
iv. determine the number of Common Shares to be subject to each Option.

b.

4.

The Committee may from time to time grant Options to Participants and determine the
exercise price of the Common Shares (the "Exercise Price"), provided that the number of
Options to be granted shall not exceed the limits provided for in Section 4 hereof and the
Exercise Price shall not be less than the price provided for in Section 7 hereof. An individual
who has been granted an Option may, if such Participant is otherwise eligible, and if
permitted by the Exchange or other regulatory body having jurisdiction, be granted an
additional Option or Options if the Committee so determines.

SHARES SUBJECT TO PLAN
a.

Subject to adjustment as provided in Section 15 hereof, the aggregate number of
authorized but unissued Common Shares of the Corporation allocated and made available
to be granted to Participants under this Plan, together with any authorized but unissued
Common Shares reserved but unissued under any previous stock option or any other
equity-based incentive plan of the Corporation pursuant to which Common Shares may be
issued, shall not exceed 7% of the then issued and outstanding Common Shares (on a
non-diluted basis).

b.

The number of Common Shares subject to Options to any one Participant shall be
determined by the Committee, provided that:
i. at no time shall any Participant hold Options for more than 5% of the total issued and
outstanding Common Shares;
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ii. at no time shall any Insider hold Options which could, when combined with any and all
other equity-based incentive plans of the Corporation pursuant to which Common
Shares may be issued, result in the issuance, in any one-year period, of a number of
Common Shares exceeding 5% of the total issued and outstanding Common Shares;
and
iii. at no time shall the number of Common Shares subject to Options issued to Insiders
within any one-year period or issuable to Insiders at any time, when combined with any
and all other equity-based incentive plans of the Corporation pursuant to which
Common Shares may be issued, exceed 10% of the total issued and outstanding
Common Shares.
5.

VESTING
Options granted pursuant to this Plan shall, unless otherwise determined by the Committee and
specifically set out in an Option Agreement, vest as to one-third on each of the first, second and
third anniversaries of their grant date. The Committee may, in its sole discretion, determine
alternative vesting schedules or other times during which Options shall vest and the method of
vesting, or that no vesting restriction shall exist.

6.

MAINTENANCE OF SUFFICIENT CAPITAL
The Corporation shall at all times during the term of this Plan reserve and keep available such
numbers of Common Shares as will be sufficient to satisfy the requirements of Options granted
pursuant to this Plan.

7.

OPTION EXERCISE PRICE
The Exercise Price of any Option shall not be less than the closing market price of a board lot of
Common Shares on the Exchange on the last trading day preceding the date of grant on which
there was a closing price.

8.

DURATION OF OPTION
Each Option and all rights thereunder shall expire on the date set out in the Option Agreement(s)
and shall be subject to earlier termination as provided in Sections 10, 11 and 12 hereof.

9.
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OPTION PERIOD AND CONDITIONS OF EXERCISE
a.

The Option period (the "Option Period") shall be a period of time fixed by the Committee,
not to exceed the maximum period permitted by the Exchange or other regulatory body
having jurisdiction, to a maximum of 5 years, provided that the Option Period shall be
reduced with respect to any Option as provided in Sections 10, 11 and 12 hereof.

b.

If the expiry date of an Option occurs during or within 10 days following a self-imposed
"blackout period" as prescribed by the Corporation according to its policies, the Option
Period will be extended to a date that is 10 business days following the end of the "blackout
period".

c.

Except as set forth in Sections 10 and 11, no Option may be exercised unless the
Participant is at the time of such exercise an officer or employee of Pason.

d.

The exercise of any Option will be contingent upon receipt by the Corporation, or in the
case of there being a Plan Administrator, receipt by the Plan Administrator, of a notice of
exercise, specifying the number of Common Shares being purchased, in the form approved
by the Corporation or Plan Administrator, accompanied by payment in guaranteed funds
for the full purchase price of such Common Shares.
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e.

10.

Any Option which expires or is not exercised in accordance with the provision of Sections
10, 11 or 12 shall terminate and be of no further force or effect and the Participant or his
personal representative or estate, as the case may be, shall receive no further right or
benefit of any kind or nature with respect thereto.

CEASING TO BE AN OFFICER OR EMPLOYEE
If a Participant ceases to be an officer or employee of Pason for any reason other than as a result
of the death or Permanent Disability of the Participant, any Options granted to the Participant which
the Participant was entitled to exercise on the last date of active and actual employment or retention
(the “Termination Date”) may be exercised by the Participant only before the earlier of: (i) the
expiry date of such Option; or (ii) 90 days from the Termination Date, whether such termination is
with or without notice, adequate notice or legal notice to the Participant. For the avoidance of
doubt, and except as required by applicable employment standards legislation, no period of notice
or pay in lieu of notice that is given or ought to have been given shall be considered as extending
the Participant’s period of employment or retention beyond the Termination Date.

11.

DEATH OR PERMANENT DISABILITY OF PARTICIPANT
a.

Vested but Unexercised Options. In the event of the death or Permanent Disability of a
Participant, with respect to Options previously granted to a Participant which the Participant
was entitled to exercise on the date of the Participant's death or the date the Participant's
office or employment with Pason was terminated due to the Permanent Disability of the
Participant, such Options shall become exercisable:
i. in the event of death of a Participant, only by the person(s) to whom the Participant's
rights under the Options shall pass by the Participant's will or the laws of descent and
distribution, and only within 12 months from the date of death, notwithstanding the expiry
date of such Options; and
ii. in the event of Permanent Disability of a Participant, only by the Participant or the
person(s) to whom the Participant's rights under the Option shall pass by the
Participant's power of attorney or order of a Court of competent jurisdiction, and only
within 12 months from the date the Participant's office or employment with Pason was
terminated due to the Permanent Disability of the Participant, notwithstanding the expiry
date of such Options.

b.

Unvested Options. In the event of the death or Permanent Disability of a Participant, with
respect to Options previously granted to a Participant for which the Participant was not yet
entitled to exercise on the date of the Participant's death or the date the Participant's office
or employment with Pason was terminated due to the Permanent Disability of the
Participant, such unvested Options shall be deemed to vest and become exercisable (the
"Pro-Rata Vesting Options") in accordance with the formula set forth below. Such ProRata Vesting Options that are deemed to vest as set forth in this Section 11(b) shall
become exercisable:
i. in the event of death of a Participant, only by the person(s) to whom the Participant's
rights under the Options shall pass by the Participant's will or the laws of descent and
distribution, and only within 12 months from the date of death, notwithstanding the expiry
date of such Options; and
ii. In the event of Permanent Disability of a Participant, only by the Participant or the
person(s) to whom the Participant's rights under the Option shall pass by the
Participant's power of attorney or order of a Court of competent jurisdiction, and only
within 12 months from the date the Participant's office or employment with Pason was
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terminated due to the Permanent Disability of the Participant, notwithstanding the expiry
date of such Options.
A separate calculation will be done for each Tranche of such unvested Options deemed to
vest and become exercisable as set forth in this Section 11(b). For purposes of such
calculation, the number of Pro-Rata Vesting Options will be calculated using the grant date
of the applicable Options as specified in the Option Agreement and the date of the
Participant's death or the date the Participant's office or employment with Pason was
terminated due to the Permanent Disability of the Participant, as the case may be (in either
event, the "Date of Separation") as the reference date to determine the number of calendar
months of employment of the Participant.
Number of Pro-Rata Vesting Options
where:

=

A x (B/C)

A = Number of Options granted to the Participant on the applicable grant date that are not
vested on the Participant's Date of Separation
B = Number of full calendar days of employment from the applicable grant date to the
Participant's Date of Separation
C = Number of full calendar days from the applicable grant date to the date the unvested
Options would have vested
12.

CHANGE OF CONTROL
If a Change of Control has occurred, then all Options previously granted to a Participant that have
not then vested as at the date of the Change of Control shall be deemed to vest on the date which
is immediately prior to the date upon which a Change of Control is completed.

13.

RIGHTS OF PARTICIPANT
No Participant or legal representative, legatee or distribute of a Participant will be, or will be deemed
to be, a holder of any Common Shares subject to an Option under this Plan or have any rights or
privileges of a shareholder of the Corporation, unless and until certificates for such shares are
issued to such persons under the terms of this Plan or a recording has been made in the
Corporation's records, or those of the Plan Administrator, representing the issuance of such shares
to such persons under the terms of this Plan.

14.

PROCEEDS FROM SALE OF SHARES
The proceeds from the exercise of Options shall be added to the general funds of the Corporation
and shall thereafter be used from time to time for such corporate purposes as the Corporation may
determine.

15.

ADJUSTMENTS
Appropriate adjustments in the number of Common Shares optioned or in the Option Price per
Common Share, as regards Options granted or to be granted, may be made by the Committee in
its discretion to give effect to adjustments in the number of Common Shares resulting subsequent
to the approval of this Plan from subdivisions, consolidations or reclassification of the Common
Shares, the payment of stock dividends by the Corporation or other relevant changes in the capital
of the Corporation.

16.
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AMENDMENT AND TERMINATION OF PLAN
a.

The Committee may, at any time, suspend or terminate this Plan.

b.

The Board may not, without the approval of the shareholders of the Corporation, amend or
revise this Plan or any Option granted hereunder that has the effect of:
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i. Any increase in the number of Common Shares reserved for issuance under this Plan
pursuant to Section 4(a);
ii. Any reduction in the Exercise Price or cancellation and reissue of Options or other
entitlements;
iii. Any amendment that extends the Option Period beyond the original expiry;
iv. Amendments to eligible Participants that may permit the introduction or reintroduction
of non-employee directors of the Board on a discretionary basis;
v. Any amendment which would permit Options granted under this Plan to be transferable
or assignable other than for normal estate settlement purposes described in Section
19(c);
vi. Any amendment to the Insider participation limit described in Section 4(b)(ii); or
vii. Amendments to the amendment provisions in this Section 16.
c.

The Committee may, without the approval of the shareholders of the Corporation, amend
or revise this Plan or any Option that has the effect of:
i. A modification of a provision of this Plan which is required to comply with applicable
laws, the requirements of the Exchange or any regulatory authority having jurisdiction
over the securities of the Corporation;
ii. A modification which extends or accelerates the terms of vesting applicable to any
Option;
iii. A modification with the objective to correct any provision which is inapplicable or
ambiguous or is an error or omission and amendments which are of a "housekeeping"
nature; or
iv. A modification which amends or modifies the mechanics of exercise of an Option.

17.

NECESSARY APPROVALS
The ability of the Options to be exercised and the obligation of the Corporation to issue and deliver
certificates representing Common Shares in accordance with this Plan are subject to any approvals
which may be required from the shareholders of the Corporation, the Exchange or any regulatory
authority having jurisdiction over the securities of the Corporation. If any Common Shares cannot
be issued to any Participant for whatever reason, the obligation of the Corporation to issue such
shares shall terminate and any Option Price paid to the Corporation will be returned to the
Participant.

18.

NOTICES
All notices that may or are required to be given pursuant to any provision of this Plan or any Option
Agreement are to be given or made in writing and delivered personally or by facsimile or other form
of recorded electronic communication
a.

in the case of notices to be sent to the Corporation
6130 3rd Street, S.E.
Calgary, AB T2H 1K4
Attention: Chief Financial Officer
Facsimile: (403) 301-3411

b.

in the case where a Plan Administrator has been retained, to the address of the Plan
Administrator posted on the Corporation's website; and
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c.

in the case of a Participant, to the address of the Participant according to the records of
the Corporation

The date or time of receipt of any such notice will be deemed to be the date of delivery provided
the time of delivery is before 4:00 p.m. in Calgary on a day that the head office of the Corporation
is open for normal business (a “Work Day"), or if delivered after such time, on the next Work Day.
The Corporation, the Plan Administrator and a Participant may change addresses for notice
purposes from time to time by providing notice to the other two parties in the manner provided for
in this Section 18.
19.
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GENERAL
a.

Prior Plans. This Plan shall entirely replace and supersede prior stock option plans of the
Corporation.

b.

Effect of Headings. The section and subsection headings contained in this Plan are for
convenience only and shall not affect the construction hereof.

c.

Transferability. The right to exercise any Option granted under this Plan and to receive
the Common Shares issuable hereunder may only be settled by a Participant personally
or through such Participant's personal representative or estate and no assignment, sale,
transfer, pledge or charge on any Option, whether voluntary, involuntary, by operation of
law or otherwise (except by will or laws of descent and distribution), vests any interest or
right in such Option granted under this Plan whatsoever in any assignee or transferee and,
immediately upon any assignment, sale, transfer, pledge or charge, such Option shall
terminate and be of no further force or effect.

d.

No Right to Continued Employment. Nothing in this Plan or in any Option Agreement
entered into pursuant to this Plan shall confer upon any Participant the right to hold an
office or continue in the employ or service of the Corporation or a Pason Entity, to be
entitled to any remuneration or benefits not set forth in this Plan or an Option Agreement
or to interfere with or limit in any way the right of the Corporation or a Pason Entity to
terminate Participant's office, employment or service arrangement with Pason.

e.

Governing Language. This Plan is written in the English language and each notice,
instrument, certificate or other communication to be given under or in connection with this
Plan shall be in the English language. If this Plan or any notice, instrument, certificate or
other communication is translated into any other language, the English language text shall
prevail.

f.

Market Fluctuations. The Corporation makes no representations or warranties to a
Participant with respect to this Plan or the Options whatsoever. In seeking the benefits of
participation in this Plan, a Participant agrees to exclusively accept all risks associated with
a decline in the market price of the Common Shares and all other risks associated with the
holding of Options and the Option Agreements.

g.

Currency. Any payments and benefits under this Plan to be paid in cash shall be
determined in the lawful currency of Canada and paid in the local currency of the
Participant's country of residence using the currency exchange rate available to the
Corporation at the time of payment.

h.

Participation is Voluntary; No Additional Rights. The participation of any Participant in
this Plan is entirely voluntary and not obligatory and shall not be interpreted as conferring
upon such Participant any rights or privileges other than those rights and privileges
expressly provided in this Plan.
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i.
20.

Governing Law. This Plan shall be governed by and construed in accordance with the
laws in force in the Province of Alberta.

EFFECTIVE DATE OF PLAN
This Plan has been adopted by the Board, subject to the approval of the Exchange, any other
regulatory body having jurisdiction, and the shareholders of the Corporation and, if so approved,
this Plan shall become effective upon such approvals being obtained.
This Plan was approved by the Board of Directors on February 24, 2021 and approved by the
Shareholders on April 29, 2021.

Marcel Kessler, Chair
Board of Directors
Pason Systems Inc.
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