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1. CORPORATE STRUCTURE
1.1

Name, Address and Incorporation
Bird Construction Inc. (the “Company” or "Bird") was incorporated on March 5, 2010 under the Business
Corporations Act (Ontario). The Company’s common shares are listed on the Toronto Stock Exchange
under the trading symbol BDT.
The Company’s registered and principal office is located at 5700 Explorer Drive, Suite 400, Mississauga,
Ontario, L4W 0C6.

1.2

Inter-corporate Relationships
The following diagram illustrates the organizational structure of the Company, its principal
subsidiaries, its investment in the limited partnerships and interests in joint ventures relating to the
execution of selected construction contracts, including Public Private Partnerships (“PPP”).

Bird conducts a number of its construction projects using joint ventures which offer the benefits of
pooling of resources required to complete the project and the spreading of risk between partners. The
joint ventures are formed to undertake a specific project, are jointly controlled by the partners and
are dissolved upon completion of the project. Bird in the past has used a joint venture structure to
undertake selected large construction projects and will continue to do so in the future where
appropriate.
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2. GENERAL DEVELOPMENT OF THE BUSINESS
2.1

The Business
The Company operates as a general contractor across Canada with offices in: St. John’s, Halifax, Saint
John, Wabush, Montreal, Toronto, Winnipeg, Calgary, Edmonton, St. Albert and Vancouver. The
Company and its predecessors have been in operation for 95 years. The Company focuses primarily on
projects in the industrial, commercial and institutional sectors of the general contracting industry.
Within the industrial sector Bird constructs industrial buildings and performs civil construction
operations including site preparation, concrete foundations, underground piping and earthwork for
clients primarily operating in the oil and gas and mining business. Within the commercial sector, Bird’s
operations include the construction and renovation of shopping malls, big box stores, office buildings
and selected high rise condominiums and apartments. Within the institutional sector Bird constructs
hospitals, schools, prisons, courthouses, government building and retirement facilities. In all sectors,
Bird contracts with its clients using a combination of fixed price, design build, unit price, cost
reimbursable, guaranteed upset price and construction management contract delivery methods.
While Bird self-performs some elements of its projects, particularly in the industrial market sector and
in conjunction with its civil construction and contract mining operations, the majority of the overall
construction risk rests with Bird's subcontractors. The scope of the work of each subcontractor is
generally defined by the same contract documents that form the basis of the Company’s agreements
with its clients. The terms of the agreements between the Company and its clients are generally
replicated in the agreements between the Company and its subcontractors. These “flow-down”
provisions substantially mitigate the risk borne by the Company. Depending on the value of the work,
the Company may require bonds or other forms of contract security including enrolling our
subcontractor in Bird’s subcontractor default insurance program which will help mitigate exposure to
possible additional costs should a subcontractor not be able to meet their contractual obligations.
Bird’s primary constraint on growth is the ability to secure new work at reasonable margins and the
availability of qualified professional staff who can be assigned to manage the projects.
At the end of 2014, the Company has a backlog of $1,149.7 million, compared with $1,268.7 million at
the end of 2013, and $1,073.9 million at the end of 2012.
Construction activity is tied to the general state of the economy, the economic conditions facing the
Company’s clients in the industrial, commercial and institutional market sectors and the degree of
Company success in securing new contract awards from clients. The Company’s annual revenues were
$1,364.5 million in 2014, $1,331.7 million in 2013 and $1,454.9 million in 2012. Economic conditions
have been gradually improving over the past three years and this factor has in part contributed to the
Company’s ability to generate revenues in 2014 that are generally in line with those recorded in 2013
and the record level of revenues reported in 2012. Although the amount of total revenues are relatively
comparable in the last three years the relative significance of the revenues derived from the industrial,
commercial and institutional market sectors has changed in each of the past three years. Although the
amount of 2014 construction revenues are similar to 2013 revenues, in 2014 the Company has
experienced a shift in the composition of revenue to the industrial market, primarily due to the
execution of a number of significant contracts secured in this sector in the last half of 2013 and into
early 2014. The increase in industrial revenues in 2014 was, to a large extent, offset by a decline in
construction revenue from our commercial market sector where we have been unable to replicate the
large work program carried out in 2013. The decline in construction revenues in 2013 compared with
2012 is primarily attributable to lower construction revenue derived from the Company’s industrial
sector, offset to some extent by higher construction revenues originating from our commercial
operations.
Net income was $36.2 million in 2014, $12.1 million in 2013 and $58.2 million in 2012. The increase in
2014 net income compared with 2013 was primarily a result of higher gross profit resulting from a shift
in the Company’s work program to higher margin industrial work combined with the adverse impact of
a project loss recorded in 2013. The reduction in net income in 2013 compared with 2012 is in part a
result of a loss on one fixed price construction project that experienced execution issues during the
year and the timing and mix of construction projects executed in the respective periods which included
lower returns derived from the industrial sector compared to 2012 which was impacted by the
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favourable completion of several contracts.
The industrial market sector contributed 57% of 2014 revenues (37% in 2013). As anticipated, the
relative contribution from this sector increased substantially due to the successful execution in 2014 of
a number of large contract awards received in late 2013 and early 2014. The Company expects that
these large projects will continue to proceed as planned through the upcoming year, contributing to
2015 earnings. Although energy sector capital expenditures have been reduced because of oil price
uncertainty, project spending will continue to be made in the sector and the Company should be able
to secure contracts, albeit at compressed margins. In eastern Canada, the resource sector is expected
to be further adversely impacted by low commodity prices and therefore we are not expecting any
significant turn-around in this area in 2015. To replace resource related revenues, the Company
continues to aggressively pursue a number of other opportunities in the industrial and hydroelectric
sectors that should contribute to our performance.
The institutional sector contributed 24% of 2014 revenues (26% in 2013). Moving into 2015 we are
anticipating the award of more significant contracts, primarily in the PPP market. These awards and a
number of other opportunities that the Company is pursuing in the near term should positively
contribute to revenues and gross margins earned in this sector, although the impact in 2015 is not
expected until later in the year. We have been very active in the PPP market over the past several
years and we will continue to aggressively pursue these projects on a selective basis in the future
where the project profile will offer a better margin. Despite pressure on government capital spending,
there continues to be a need to build infrastructure and while these projects will be delivered using
various contracting methods, a significant portion of them will be delivered by way of PPP contracts
which are attractive to Bird.
The retail and commercial sector represented 19% of 2014 revenues (37% in 2013). The Company
anticipated that the contribution from this market would decline in 2014 because of the inability to
replicate the sizeable work program executed in 2013 combined with the effect of very competitive
market conditions which existed in the early stages of 2014. Later in the year, we saw an increase in
activity levels in this sector, particularly in Western Canada, and this has served to increase our 2014
year-end backlog in this market. We are anticipating that the contribution from this sector will remain
stable in 2015.
The economic uncertainty that manifested itself in late 2014 is expected to continue through 2015
largely driven by the decline in the energy sector. We are encouraged with our work currently under
contract and are confident that we will continue to secure additional projects to maintain a reasonable
work program throughout 2015 in what is expected to be a more competitive market.
Significant Acquisitions and Recent Events
Effective December 31, 2014, Mr. Tim Talbott retired from the position of President and Chief
Executive Officer and his position on the Company’s Board of Directors. On January 1, 2015 Mr. Ian
Boyd was appointed to the President and Chief Executive Officer and the Board of Directors on the
retirement of Mr. Talbott.
On January 17, 2013, the Company acquired all of the outstanding shares of Nason Contracting Group
Ltd. (“Nason”). The total cost of the acquisition, including transaction expenses, was approximately
$13.3 million. The $12.8 million purchase price and related transaction expenses of $0.5 million were
funded with approximately $8.3 million of cash and the issuance of 363,007 common shares from
treasury valued at $5.0 million. Nason is a recognized leader in the construction of water and
wastewater facilities in Western Canada. Nason has a 40-year track record of successful construction
projects throughout Alberta, British Columbia, Saskatchewan, Yukon and the Northwest Territories.
Nason’s head office, shops and yard are located in St. Albert, Alberta and they perform the majority of
their work with their own forces, having particular strength in the execution of mechanical, electrical
and instrumentation work.
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3. CORPORATE GOVERNANCE OF THE COMPANY
The Company’s Board of Directors is comprised of eight individuals, six of whom are independent Directors.
The term of office of the Directors of the Company will continue until the next annual general meeting of the
Company to be held on May 12, 2015, unless they resign or are removed at an earlier date. All current
Directors are expected to stand for re-election at the next annual general meeting, with the exception of Mr.
Talbott who retired from the Company and the Board of Directors on December 31, 2014. Mr. Ian Boyd was
appointed to the position of President and CEO and the Board of Directors on January 1, 2015.
3.1

Directors
The Company will have a minimum of three Directors and a maximum of ten Directors. At least 25% of
the Directors shall be resident Canadians, but if the Company has fewer than four Directors, at least
one Director shall be a resident Canadian. The Directors will be elected by the shareholders by
ordinary resolution. The Directors may from time-to-time appoint from their number one or more
committees of Directors, including the requirement of the Company to maintain an Audit Committee.
The Board of Directors’ Mandate is included in Appendix A and the Audit Committee Charter is included
in Appendix B.

3.2

Meetings of Shareholders
Meetings of shareholders are required to be called and held annually for the election of Directors and
the appointment of auditors of the Company and transacting such other business as the Directors may
determine or as may be properly brought before the meeting.
Shareholders may attend and vote at all meetings of the shareholders, either in person or by proxy,
and a proxy holder need not be a shareholder. Two persons present and each holding or representing
by proxy at least one issued common share of the Company shall be a quorum of any meeting of
shareholders for the choice of a chair of the meeting and for the adjournment of the meeting to a fixed
time and place but may not transact any other business. For all other purposes, a quorum for any
meeting shall be persons holding or representing by proxy not less than 25% of the total number of
issued common shares of the Company.

3.3

Dividend Policy of the Company
In establishing the dividend rate for a particular period, the Company will take into consideration,
amongst other things, the need to meet future requirements for increases in working capital and equity
to satisfy contract security requirements, provide the financial capacity to withstand any downturn in
the construction industry should it occur, expansion of the business and the desirability of maintaining
a stable or increasing dividend rate. The payment of dividends on common shares will be made monthly
to shareholders of record on the last business day of the month, with the actual payment of the
dividend made on or about the 20th of the following month.
On March 12, 2013 the Board of Directors approved an increase in the annual dividend rate of 5.5%,
resulting in an annualized dividend rate of $0.76 per common share or $0.0633 per common share per
month. For the year ended December 31, 2014, the total amount of dividends declared by the
Company was $0.76 per share (2013- $0.75 per share; 2012-$0.71 per share). The Company has
continued to pay monthly dividends of $0.0633 per share in each of January and February 2015.
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4. DESCRIPTION OF THE BUSINESS
4.1.1

General Information

The Company is a general contractor with offices in St. John’s, Halifax, Saint John, Wabush, Montreal,
Toronto, Winnipeg, Calgary, Edmonton, St. Albert and Vancouver. The Company and its predecessors
have been in operation for 95 years. The Company focuses primarily on projects in the industrial,
mining, commercial and institutional sectors of the general contracting industry. The Company serves
clients in the industrial, mining, institutional, retail, commercial, multi-tenant residential, light
industrial, and renovation and restoration sectors using fixed price, design-build, unit price, cost
reimbursable, guaranteed upset price and construction management contract delivery methods.
4.1.2

Business Strategy

Overall, Bird’s strategic objectives are to increase Company profitability to provide attractive and
sustainable returns for our shareholders; a commitment to provide superior value-added services to our
clients; and providing meaningful and safe working environments for our employees and our business
partners.
The fundamental elements of Bird’s strategy include:
Health and Safety:
As befitting of a Company that started out as a family business, critical to Bird’s successful growth is
our continued commitment to the health and safety of the employees who work on our sites and in our
offices every day. This is a critical component of our operational strategy, a core company value, and
a key corporate social responsibility.
Our commitment goes beyond this, though. At Bird, we understand that a corporate commitment to
safety also pays tremendous dividends in both business and human capital. In addition to reducing
related health and safety costs, reducing property damage and improving loss management outcomes,
a robust safety program contributes to employees and other stakeholders to feel more valued and
engaged. This, in turn, produces a stronger commitment to product and service quality, improved
productivity, and client satisfaction.
From planning to execution, effective communication, documentation, orientation, training, and
ongoing review and analysis of our activities and processes is vigorously undertaken to ensure
continuous improvement in all facets of our operations. This will better prepare and support all of our
workers and managers to serve as safety leaders in the construction industry.
In a highly competitive business environment, resourcing remains one of the greatest challenges facing
the construction industry. Bird’s commitment to the health and safety of our employees and other
partners enhances both employee recruitment and retention and will serve to provide a strategic
competitive advantage, allowing us to continue to successfully pursue and execute challenging work.
Increasing Profitability:
Bird will continue to pursue organic growth by emphasizing its long-standing record of providing a
quality product and service to our clients and thereby continue to secure new work with many of our
clients on a repeat basis. We will continue to emphasize operational excellence through strict and
disciplined adherence to our many risk management and project control policies and practices to
ensure that we are able to deliver the financial returns expected from our construction projects. We
will continue to show a preference for design-build construction contracts where our proven track
record provides us with a source of competitive methods including fixed price, unit price, cost
reimbursable and construction management arrangement to satisfy their needs.
The Company will continue to focus on larger and more complex construction projects which typically
offer greater profit margins. In order to achieve this, we will continue to enter into joint venture
arrangements with partners where it is appropriate to do so. These arrangements are typically
beneficial to the Company because they offer a pooling of resources required to complete larger,
complex projects and partnering allows for the spreading of operational and financial risk amongst the
partners. In the Public Private Partnership (“PPP”) market, we will continue to pursue an equity
position in these projects as a means to support our construction operations.
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To broaden the scope of our construction services, the Company is self-performing a greater proportion
of our heavy civil construction operations, including earthmoving operations. This component of our
business is becoming more significant and serves to diversify our earnings and generate higher returns.
We will continue to aggressively grow this element of our business. In addition, we are actively
growing maintenance services provided to support our oil sands clients. This initiative serves to
diversify revenues, making us less dependent on new construction programs and further builds
customer relationships.
Attracting and Retaining People:
The success of Bird is very much dependent on the Company’s ability to attract, develop and retain a
highly skilled workforce at all levels within the organization including executives, management,
professional staff and craft workers. Competition for the noted workforce is intense and therefore it is
critical that Bird by seen by current and prospective employees as a highly attractive place to work.
Bird continues to implement relevant programs, promote leadership development, support career
planning and ensure that our compensation program remains competitive.
4.1.3

Industry Sectors

Institutional
Within this market sector, Bird constructs hospitals, schools, prisons, courthouses, government office
buildings and retirement facilities. The institutional sector contributed 24% of 2014 revenues (26% in
2013). Moving into 2015 we are anticipating the award of more significant contracts, primarily in the
PPP market. These awards and a number of other opportunities that the Company is pursuing in the
near term should positively contribute to revenues and gross margins earned in this sector, although
the impact in 2015 is not expected until later in the year. We have been very active in the PPP market
over the past several years and we will continue to aggressively pursue these projects on a selective
basis in the future where the project profile will offer a better margin. Despite pressure on
government capital spending, there continues to be a need to build infrastructure and while these
projects will be delivered using various contracting methods, a significant portion of them will be
delivered by way of PPP contracts which are attractive to Bird.
Industrial
This sector includes projects in the petro-chemical, oil sands, mining, hydro, refinery, water and
wastewater treatment and forestry sectors. Within the industrial sector, the focus of Bird is the
construction of industrial buildings and on civil construction, including concrete foundations,
underground piping and earthwork. Effective August 31, 2011, with the acquisition of O’Connell, the
relative significance of revenues attributed to this sector increased. Bird has developed staff with
strong project management and pre-construction skills. Furthermore, in northern Alberta, Bird has
developed loyal construction crews with excellent expertise in concrete construction. Bird has a strong
safety program and enjoys an outstanding safety record, which represents a significant asset in the
industrial marketplace. Bird has an excellent reputation with its clients for quality workmanship and
adherence to environmental requirements. The industrial market sector contributed 57% of 2014
revenues (37% in 2013). As anticipated, the relative contribution from this sector increased
substantially due to the successful execution in 2014 of a number of large contract awards received in
late 2013 and early 2014. The Company expects that these large projects will continue to proceed as
planned through the upcoming year, contributing to 2015 earnings. Although energy sector capital
expenditures have been reduced because of oil price uncertainty, project spending will continue to be
made in the sector and the Company should be able to secure contracts, albeit at compressed margins.
In eastern Canada, the resource sector is expected to be further adversely impacted by low commodity
prices and therefore we are not expecting any significant turn-around in this area in 2015. To replace
resource related revenues, the Company continues to aggressively pursue a number of other
opportunities in the industrial and hydroelectric sectors that should contribute to our performance.
Commercial
Bird’s commercial construction experience has involved the construction or renovation of various types
of commercial projects, such as enclosed shopping malls, shopping plazas, “big box” stores and grocery
stores, while working with a distinguished list of national and local retailers. The Company also
constructs a number of high rise, condominiums and apartments. The retail and commercial sector
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represented 19% of 2014 revenues (37% in 2013). The Company anticipated that the contribution from
this market would decline in 2014 because of the inability to replicate the sizeable work program
executed in 2013 combined with the effect of very competitive market conditions which existed in the
early stages of 2014. Later in the year, we saw an increase in activity levels in this sector, particularly
in Western Canada, and this has served to increase our 2014 year-end backlog in this market. We are
anticipating that the contribution from this sector will remain stable in 2015.
Competitive Conditions
The barriers to entry to the construction business are relatively low and Bird competes with many
international, national, regional and local construction firms in the construction marketplace. The
expertise, capital, equipment and labour pool required to perform in the industrial market and in the
PPP market are greater and the pool of competitors is smaller. More recently, the Company has
experienced a heightened degree of competition in all market sectors. Bird endeavors to distinguish
itself and reduce the number of its competitors by developing specialized expertise in construction of
particular building types by: building long-term relationships with its clients, maintaining a superior
safety record and offering a high level of service.
4.1.4

Cyclicality

The construction industry is cyclical and follows the general state of the economy in the local
geographic area. Bird manages cyclicality through geographic diversification, market diversification
and through its relationship with large and well-financed clients who are more likely to maintain their
construction programs during an economic downturn than locally-based clients that are more subject to
local economic forces.
4.1.5

Seasonality

Although Bird experiences some seasonality in its business, particularly in its civil construction
operations, variations in net income from quarter to quarter primarily reflect the differences in the
profitability of the contracts administered in any given quarter. First quarter revenues can be lower
than subsequent quarters due to winter weather constraints and construction schedule planning around
the coldest months.
4.1.6

Variability in Quarterly Earnings

Construction contracts typically extend over several quarters and sometimes over several years. For
purposes of quarterly financial reporting, Bird must estimate the cost required to complete each
contract to assess the overall profitability of the contract and the amount of profit to recognize for the
quarter. Such estimating includes contingencies to allow for certain known and unknown risks. The
magnitude of the contingencies will depend on the nature and complexity of the work to be performed.
As the contract progresses and remaining costs to be incurred and risk exposures become more certain,
contingencies will typically decline, although certain risks will remain until the contract has been
completed, and even beyond. As a result, earnings may fluctuate significantly from quarter to quarter,
depending on whether large and/or complex contracts are completed or nearing completion during the
quarter, or have been completed in immediately prior quarters.
4.1.7

Environmental

Bird is subject to, and to the best of its knowledge, is in compliance with federal, provincial and
municipal environmental legislation in all of its areas of operations. Bird recognizes that it must
conduct all of its business in such a manner to both protect and preserve the environment.
Management is not aware of any pending environmental legislation which would be likely to have a
material impact on any of Bird’s operations, capital expenditure requirements or competitive position.
4.1.8

Employees

Bird employed approximately 870 full-time salaried persons and 891 hourly persons (of which 836 were
unionized workers) as at December 31, 2014. The number of hourly employees is dependent on the
number and status of ongoing projects. Comparable numbers as at December 31, 2013 were
approximately 787 full-time salaried persons and 888 hourly persons (of which 693 were unionized
workers).
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4.1.9

Geographic Markets

Bird operates across Canada, operating in all provinces including the Yukon, North West Territories and
Nunavut. Bird has offices in St. John’s, Halifax, Saint John, Wabush, Montreal, Toronto, Winnipeg,
Calgary, Edmonton, St. Albert and Vancouver. In 2014, Bird recorded construction revenue of $1,364.5
million (2013, $1,331.7 million) all of which was earned in Canada.
4.1.10

Surety Support

Many clients and substantially all government clients, require general contractors with whom they
conduct business to provide surety bonds. A surety bond is an instrument provided by a surety company
that guarantees that a general contractor will perform its contractual obligations. Surety bonds for Bird
are provided by Travelers’ Guarantee Company of Canada. Bird’s agreements with its surety company
are on industry standard terms.
4.1.11

Working Capital and Investments

The amount of working capital maintained by the Company is substantially determined by the minimum
amount required to maintain adequate levels of surety support and to provide other forms of security
to its clients, including letters of credit to support contract performance. Bird invests excess cash in
accordance with its investment policy in a variety of instruments of varying maturities to match its
cash requirements. Excess cash is invested from time-to-time in high interest savings accounts,
overnight deposits, bankers’ acceptances and term deposits with typical terms to maturity of less than
90 days. The Company also holds investments in preferred shares and on occasion in short-term
corporate bonds and debentures.
4.1.12

Subcontractors and Suppliers

Upon award of a construction contract and where Bird will not be self-performing certain scopes of the
work, Bird will, in turn, make awards to various subcontractors and suppliers required to provide
materials and services for the project. These subcontractor and supplier awards are normally made on
the basis of fixed-price quotations provided to Bird during the bidding phase. The quotations are
typically irrevocable for the same period of time that the price submitted by Bird is open for
acceptance by its client. Accordingly, the risk of any fluctuations in material or labour pricing is
generally borne by Bird’s subcontractors and suppliers.
The scope of the work of each subcontractor is generally defined by the same drawings and
specifications that form the basis of Bird’s agreement with its client. The terms of the agreement
between Bird and clients are generally replicated in the agreement between Bird and its
subcontractors. These “flow-down” provisions substantially mitigate the risk borne by Bird. Depending
on the value of the subcontractor’s work, Bird may require some form of performance security and
achieves this through the use of surety bonds, subcontractor default insurance or other forms of
security from the subcontractors to mitigate Bird’s exposure to the risks associated with a
subcontractor default under the contract.
4.1.13

Specialized Skills and Knowledge

Operation of the business requires staff with specialized skills and knowledge in the management of
office and field construction activities. There is generally a shortage of suitably trained and
experienced staff available to the Company which represents an impediment to growth and a risk in
the event of staff turnover. There are a number of college and university programs that provide
graduates with basic skills required to enter the industry. For many years, the Company has relied on a
strategy of hiring staff at an entry level and providing them with the additional training and experience
required.
4.2

Risks Relating to the Business
4.2.1

Ability to Secure Work

Bird generally secures new contracts either through a competitive bid process or through negotiation.
Awards in both the public and private sectors are generally based upon price, but are also influenced
by factors such as perceived level of services offered, construction schedule, project personnel, the
makeup of the subcontractor team, prior experience with the prospective client and the type of
project and the ability to provide bonds and other contract security. In order to be afforded an
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opportunity to bid for large projects and those in the PPP market, a strong balance sheet measured in
terms of an adequate level of working capital is typically required. Bird operates in markets that are
highly competitive and there is constant pressure to find and maintain a competitive advantage. In the
current economic climate, competition is intense. This presents significant challenges for the
Company. If those competitive challenges are not met, Bird’s client base could be eroded or it could
experience an overall reduction in profits.
A decline in demand for Bird’s services from the private sector could have an adverse impact on the
Company if that business could not be replaced within the public sector. A portion of Bird’s
construction activity relates to government-funded institutional projects. Governments are still
addressing budget deficit issues which may affect the institutional capital spending in the future. Any
reduction in demand for Bird’s services by the public sector, whether as a result of funding constraints,
changing political priorities or delays in projects caused by elections, could have an adverse impact on
the Company if that business could not be replaced within the private sector. Government-funded
projects also typically have long and sometimes unpredictable lead times associated with government
review and approval. The time delays associated with this process can constitute a risk to general
contractors pursuing these projects. Certain government-funded projects, particularly PPP projects,
may also require significant bid costs which can only be recovered if Bird is the successful bidder. A
number of governments in Canada have procured a significant value of projects under a PPP contract
format, which is an attractive market for the Company. A reduction in the popularity of this
procurement method or difficulties in obtaining financing for these projects would have negative
consequences for Bird.
4.2.2

Economy and Cyclicality

Activity within the construction industry is tied to the general state of the economy. Thus, in periods
of strong economic growth, capital spending will generally increase and there will be more and better
quality opportunities available within the construction industry. Bird attempts to insulate itself in
various ways from the effects of negative economic conditions, however, there is no assurance that
these methods will be effective in insulating Bird from a downturn in the economy. Furthermore, as a
result of increased demand in certain regions or industry sectors, the Company has in the past earned
above-average margins on particular projects. There is no assurance that above-average margins that
may have been generated on historical contracts can be generated in the future. For more than 10
years, the Company has increased its focus on industrial projects in the oil sands of northern Alberta
and more recently, in Eastern Canada through the acquisition of O’Connell. Investment decisions by
our clients are based on the long-term views of the economic viability of their current and future
projects. The economic viability of the projects is dependent upon the client’s view of the current and
long-term price of commodities which are influenced by many factors. If our clients’ outlook for
commodity prices is not favourable, this may delay, reduce or cancel capital project spending and may
make them more sensitive to construction costs. A decrease in construction activity in this sector could
have an adverse effect on the Company’s financial performance and results of operations. Moreover,
most of Bird’s contracts are, and will be, relatively short-term (less than two years, generally). As
such, any prolonged downturn in the economy could impact Bird’s ability to generate new business or
maintain a backlog of contracts with acceptable margins to sustain Bird through such downturns.
4.2.3

Potential for Non-Payment

Before signing any construction contract, Bird goes to considerable lengths to satisfy itself that the
potential client has adequate resources to make payments under the terms of the contract.
Throughout the contract, Bird also attempts to ensure that payments are collected from clients before
Bird’s payments to subcontractors and suppliers for that contract fall due, however, because of the
nature of Bird’s contracts and occasionally because of delays in receiving customer payments, Bird may
be required to utilize its working capital to fund construction costs, temporarily. If a customer
defaults in making its payments on a project, Bird would generally have the right to register a lien
against the project. If the customer was unable or unwilling to pay the amount owing to Bird, a lien
against the property will normally provide some security that Bird may collect the amounts owing to it.
However, in these situations, Bird’s ability to collect the outstanding payments is never assured.
Payment default by a client could result in a financial loss to Bird that could have a material effect on
Bird’s operating results and financial position.
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4.2.4

Ability to Hire and Retain Qualified and Capable Personnel

The success of Bird is highly influenced by the efforts of key members of management including its
executive officers and district managers. The loss of the services of any of Bird’s key management
personnel could negatively impact Bird. The future success of Bird also depends heavily on its ability
to attract, retain and develop high-performing personnel in all areas of its operations. Most firms
throughout the construction industry face this challenge and accordingly, competition for professional
staff is intense. If Bird ceases to be seen by current and prospective employees as a highly attractive
place to work, it could experience difficulty in hiring and retaining the right people. This could have
an adverse effect on current operations of Bird and would limit its prospects and impair its future
success.
4.2.5

Completion and Performance Guarantees/Design-Build Risks

Under some contracts, failure to meet a project deadline may expose Bird to financial penalties, or
liquidated damages under the contract or Bird may be held responsible for cost impacts to the client
resulting from any delay. PPP infrastructure contracts typically contain more onerous financial
penalties for project delays, which further increases Bird’s exposure to these risks. Under other
contracts, particularly design-build contracts, the work, or portions thereof, may be required to meet
certain performance specifications and the specified needs of the customer. This places on Bird the
added liability for design flaws as well as the risk that additional construction costs may be incurred
that result from such flaws. If the project fails to meet performance specifications or if it is found that
Bird is responsible for errors made in the design of the project, Bird would be exposed to the costs
necessary to meet the performance specifications or to rectify the design error. The Company
mitigates its exposure to these risks by subcontracting design services work and subscribing for
professional liability insurance.
If Bird fails to meet these completion performance or design obligations, the total costs of the project
could exceed original estimates and could result in a loss to Bird for that project. In extreme cases,
such situations could have a material negative impact on the operating results and financial position of
Bird.
4.2.6

PPP Project Risk

Bird is active in the public private partnership market. Bird’s role in these projects is typically to
provide design-build construction services to a consortium that is formed to provide design,
construction, financing and management of a public facility. Inherent in the design-build contract
format are performance guarantees and design-build risks outlined in 4.2.5 above. Moreover, the
performance guarantees on PPP projects often include responsibility for the energy performance of the
facility and achievement of environmental standards; if Bird fails to meet the required standards, it
may be liable for substantial penalties. The construction contracts also typically require Bird to pay
significant liquidated damages, if the projects are not completed on schedule.
The PPP procurement model also typically results in the transfer of certain risks to the contractor
beyond what would be the case for a similar facility under a conventionally procured format. These
include responsibility for such issues as changes in law and certain force majeure and delay events. In
addition, if Bird’s contract was terminated for cause, the Company would be exposed to substantial
breakage costs from the consortium and their lenders. The security required to support the obligations
that the Company undertakes on these projects typically includes substantial letters of credit which
may be drawn upon in the event that the Company fails to meet its obligations.
4.2.7

Performance of Subcontractors

Successful completion of a contract by Bird depends, in large part, on the satisfactory performance of
subcontractors who are engaged to complete the various components of the work. Subcontractor
defaults tend to increase during depressed market conditions. If subcontractors fail to satisfactorily
perform their portion of the work, Bird may be required to engage alternate subcontractors to
complete the work and may incur additional costs. This can result in reduced profits, or in some cases,
significant losses on the contract and could also damage the reputation of Bird. In addition, the ability
of Bird to bid for and successfully complete projects is, in part, dependent on the availability of
qualified subcontractors and trades people. Depending on the value of the subcontractor’s work, Bird
may require some form of performance security and achieve this through the use of surety bonds,
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subcontractor default insurance or other forms of security from the subcontractors to mitigate Bird’s
exposure to the risks associated with a subcontractor under the contract. A significant shortage of
qualified subcontractors and trades people could have a material impact on Bird’s financial condition
and results of operations.
4.2.8

Competitive Factors

Bird competes with many international, national, regional and local construction firms. Our
competitors often enjoy advantages in a particular market that Bird does not have or they may have
more experience or a better relationship with a particular client. On any given contract bid or
negotiation, Bird will attempt to assess the level of competitive pressure it may face and it will
attempt to neutralize or overcome any perceived advantage that its competitors have. Depending on
this assessment, Bird will decide whether or not to pursue a contract. In addition, this assessment
bears directly on decisions that Bird will make, including what level of profit can be incorporated into
its contract price and what personnel should be assigned to the contract. The accuracy of this
assessment and the ability of Bird to respond to competitive factors affect Bird’s success in securing
new contracts and its profitability on contracts that it does secure.
4.2.9

Estimating Costs/Assessing Contract Risks

The contract price for a significant number of contracts performed by Bird is based, in part, on cost
estimates that are subject to a number of assumptions. Erroneous assumptions can result in an
incorrect assessment of risks associated with the contract, or estimates of the project costs may be in
error, resulting in a loss of or lower than anticipated profits. All significant cost estimates are
reviewed by senior management prior to tender submission.
4.2.10

Access to Surety Support and Other Contract Security

On many of its construction contracts, Bird is required to provide surety bonds. Bird’s ability to obtain
surety bonds depends primarily upon its capitalization, working capital, past performance, capability
and continuity of management, as well as its current level of activity. As the value of Bird’s backlog
increases, Bird may be required to maintain higher levels of equity and working capital than it
currently maintains. The level of working capital required to maintain ongoing surety support is
subject to negotiation and cannot be determined exactly. Furthermore, the overall capacity of the
surety market and claims experience of sureties will have an influence on the pricing and availability of
bonds. There is no assurance that Bird will have access to surety support on favourable or
commercially reasonable terms or at all for all the contracts it would like to pursue. Bird’s agreements
with its surety company are on industry standard terms.
To participate in the PPP market, the Company is typically required to support its contractual
commitments by posting substantial letters of credit and providing corporate guarantees, both of which
are limited by the working capital and equity of the Company. It is possible that the ability of the
Company to secure new projects will be constrained by its capitalization.
4.2.11

Litigation/Potential Litigation

As a part of the normal course of the construction business, disputes arise between parties to
construction contracts. Bird also provides indemnities to Owners related to projects it undertakes.
While Bird attempts to resolve any disagreements or disputes before they escalate to litigation, in
some situations this is not possible. At any given time, Bird may be involved in a number of disputes
that could lead to litigation and there may be a number of disputes in various stages of litigation. It is
management’s opinion that adequate provision has been made in Bird’s consolidated financial
statements for any potential settlements relating to such matters and management does not believe
that any existing litigation or pending litigation will ultimately result in a final judgment against Bird
that would have a materially adverse impact on the operations of Bird. Litigation is, however,
inherently uncertain. Accordingly, adverse outcomes to current litigation or pending litigation are
possible. These potentially adverse outcomes could include financial loss, damage to Bird’s reputation
or a reduction in prospects for future contract awards.
4.2.12

Quality Assurance and Quality Control

Bird enters into contracts which specify the scope of the project to be constructed including quality
standards. If all or portions of the work fail to meet these standards, Bird would be exposed to
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additional costs for the correction of non-compliant work.
4.2.13

Maintaining Safe Work Sites

In spite of the best efforts of Bird to minimize the risk of incidents, they can occur and when they do,
the impact on Bird can be significant. Bird’s success as a general contractor is highly dependent on its
ability to keep its construction worksites and offices safe; failure to do so can have serious impact on
the personal safety of its employees and others. In addition, it can expose Bird to contract
termination, fines, regulatory sanction or even criminal prosecution. Bird’s safety record and worksite
safety practices also have a direct bearing on its ability to secure work, particularly in the industrial
sector. Certain clients will not engage particular contractors to perform their work if their safety
practices do not conform to predetermined standards or if the general contractor has an unacceptably
high incidence of safety infractions or incidents. Bird adheres to very rigorous safety policies and
procedures which are continually reinforced on its work sites and offices. Management is not aware of
any pending health and safety legislation or prior incidents which would be likely to have a material
impact on any of Bird’s operations, capital expenditure requirements, or competitive position.
Nevertheless, there can be no guarantee with respect to the impact of future legislation or incidents.
4.2.14

Accuracy of Cost to Complete Estimates

As Bird performs each construction contract, costs are continuously monitored against the original cost
estimates. On at least a quarterly basis, a detailed estimate of the costs to complete a contract is
compiled by Bird. These estimates are an integral part of Bird’s process for determining construction
revenues and profits and depend on cost data collected over the duration of the project as well as the
judgments of Bird’s field and office personnel. To the extent that the costs to complete estimates are
based on inaccurate or incomplete information, or on faulty judgments, the accuracy of reported
construction revenues and profits can be compromised. Bird has adopted many internal control
policies and procedures aimed at mitigating exposure to this risk.
4.2.15

Work Stoppages, Strikes and Lockouts

Bird is signatory to a number of collective bargaining agreements. Future negotiation of these
collective bargaining agreements could increase Bird’s operating expenses and reduce profits as a
result of increased wages and benefits. Failure to come to an agreement in these collective bargaining
negotiations or those of its subcontractors and suppliers or government agencies could result in strikes,
work stoppages, lockouts and increased costs resulting from delays on construction projects. A strike
or other work stoppage is disruptive to Bird’s operations and could adversely affect portions of its
business, financial position, results of operations and cash flows.
4.2.16

Potential Fluctuations in Quarterly Financial Results

Bird’s quarterly financial results may be impacted by a variety of factors including, without limitation:
the timing of recognition of revenue from existing projects, the ability to accurately estimate costs for
completion of work, the availability of and competition for new projects, costs or penalties associated
with unanticipated delays in project completion, fluctuations in the general economic and business
conditions in the market in which Bird operates, actions by governmental authorities including the level
of governmental demand for the services provided by Bird, governmental regulations and expenditures
required to comply with them, labour unrest involving Bird’s workers, many of whom are unionized,
seasonal weather conditions and other conditions affecting revenues and expenses. Bird’s operating
expenses are incurred throughout each quarter. As a result, if expected revenues are not realized as
anticipated, Bird’s quarterly financial results could be materially adversely affected. Accordingly,
there may be significant variations in the Company’s consolidated quarterly financial results.
In addition, construction contracts typically extend over several quarters and sometimes over several
years. For purposes of quarterly financial reporting, the Company must estimate the cost required to
complete each contract to assess the amount of revenue to be recognized in the quarter. Such
estimating includes contingencies to allow for certain known and unknown risks. The magnitude of the
contingencies will depend on the nature and complexity of the work to be performed. As the contract
progresses and the remaining costs to be incurred and risk exposures become more certain,
contingencies will typically decline although certain risks will remain until the contract has been
completed, and even beyond. As a result of this, earnings may fluctuate significantly from quarter to
quarter, depending on whether large and/or complex contracts are completing or nearing completion
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during the quarter, or have been completed in immediately prior quarters.
4.2.17

Compliance with Environmental Laws

Bird is subject to numerous federal, provincial and municipal environmental laws, and judicial,
legislative and regulatory developments relating to environmental protection occur on an ongoing
basis. Bird’s projects can involve the handling of hazardous and environmentally sensitive materials,
which, if improperly handled or disposed of, could subject Bird to civil and criminal penalties. While
Bird strives to keep informed of and to comply with all applicable environmental laws, circumstances
may arise and incidents may occur that are beyond Bird’s control that could adversely affect Bird.
Management is not aware of any pending environmental legislation or incidents that would be likely to
have a materially adverse impact on any of Bird’s operations, capital expenditure requirements or
competitive position, although there can be no assurance that no future legislation will be enacted or
incidents will occur which may have a material impact on Bird’s operations.
4.2.18

Performance of Investment Portfolio

Bird maintains a portfolio of marketable security investments. Bird has no control over the factors that
affect the value of the investments in the Bird portfolio. Current market conditions and factors unique
to each issuer, or company in which Bird invests, may affect the value of these investments. A
substantial drop in the value of these investments could adversely affect Bird’s financial results. The
investment portfolio contributes cash flow to Bird. This cash flow could vary significantly over time
depending on the portfolio’s performance. The portfolio is not professionally managed, but is managed
by the CEO and CFO of Bird with the assistance of investment brokers and advisors.
4.2.19

Joint Venture Risk

Bird sometimes forms joint ventures to pursue and execute projects. A joint venture structure can be
beneficial by permitting pooling of resources required to complete a project and by spreading risk
between the partners. The joint ventures in which Bird participates are typically formed to undertake
a specific project, are jointly controlled by the partners and are dissolved upon completion of the
project. The agreements which govern these joint ventures typically require that the partners supply
their proportionate share of operating funds and that they share profits and losses in accordance with
specified percentages. Bird selects its joint venture partners based on a variety of criteria, including
relevant expertise, past working relationships as well as analysis of the prospective partners’ financial
and construction capabilities. Each joint venture party is typically liable for the obligations of the
joint venture on a joint and several basis. In the event that Bird’s joint venture partner(s) fails to
perform their obligations due to financial or other difficulties, Bird may be required to provide
additional resources to the project and assume responsibilities for the obligations of its joint venture
partner(s) including responsibility for financial losses.
4.2.20

Insurance Risk

In the normal course of business, Bird maintains insurance in order to satisfy the requirements of its
construction contracts and part of its corporate risk management policies. Although Bird believes it
maintains an appropriate amount of insurance coverage, there can be no assurance that the Company’s
insurance arrangements will be sufficient to cover claims incurred.
4.2.21

Adjustments and Cancellations of Backlog

The performance of the Company in a period depends significantly on the contribution from projects in
its backlog. There can be no assurance that the revenues or profits included in backlog at any point in
time will be realized. Contract suspensions, reductions and cancellations, which are beyond the
control of Bird, do occur from time-to-time in the construction industry. Customers may have the right
to suspend, cancel or reduce the scope of their contract with Bird, and although Bird generally has the
right to be reimbursed for certain costs, it typically has no contractual rights to the total revenue or
profit that was expected to be derived from such projects. These reductions may have a material
adverse impact on future revenues and profitability.
4.2.22

Acquisition and Integration Risk

The Company has made, and may continue to pursue acquisition opportunities to advance its strategic
plan. The successful integration of an acquired business typically requires the management of the prePage 16 of 38

transaction business strategy, including the retention and addition of customers, realization of
identified synergies, retention of key staff and the development of a common corporate culture.
There is no assurance that the Company will be able to successfully integrate an acquired business in
order to maximize or realize the benefits associated with an acquisition.
4.2.23

Reputational Risk

One of the Company’s competitive advantages rests in its relationships with its customers and its longstanding reputation as a contractor that delivers high-quality projects and services on time, in a safe
and environmentally-friendly manner. Damage to the Company’s reputation can be the result of actual
or perceived occurrence of any number of events. Negative publicity can arise from a number of
factors including, among others, the quality of service provided, business ethics and integrity, health
and safety record and compliance with laws or regulations. Negative opinion concerning any of these
factors could potentially have an adverse effect on current operations and could limit its prospects and
impair its future success. The Company depends on its reputation as a general contracting firm that
abides by the highest ethical standards and has therefore implemented various policies and procedures
to help mitigate this risk, including the adoption of a comprehensive code of conduct which all
employees are expected to review and abide by.
4.3

Risks Relating to the Shares
4.3.1

Unpredictability and Volatility of Trading Prices

A publicly-traded corporation does not necessarily trade at values determined by reference to the
underlying value of its business. The prices at which the common shares will trade cannot be
predicted. The market price of a common share could be subject to significant fluctuations in response
to variations in quarterly operating results and other market and industry factors. In addition, the
securities markets have experienced significant price and volume fluctuations from time-to-time in
recent years that often have been unrelated or disproportionate to the operating performance of
particular issuers. These broad fluctuations may adversely affect the market price of the common
shares.
4.3.2

Payment of Dividends

The payment of dividends on common shares is at the discretion of the Board of Directors of the
Company. In establishing the amount of any dividend, the Board of Directors will take into
consideration, amongst other things, the need to meet future requirements for increases in working
capital and equity to meet contract security requirements, provide the financial capacity to withstand
any downturn in the construction industry should it occur, expanding the business and the desirability
of maintaining the dividend rate. There can be no assurances that the current dividend rate will not
change in the future.

5. DIVIDENDS AND DISTRIBUTIONS
In establishing the dividend rate for a particular period, the Company will take into consideration, amongst
other things, the need to meet future requirements for increases in working capital and equity to meet
contract security requirements, provide the financial capacity to withstand any downturn in the construction
industry should it occur, expanding the business and the desirability of maintaining a stable or increasing
dividend rate.
On March 12, 2013, the Board of Directors approved an increase in the annual dividend rate of 5.5%, resulting
in an annualized dividend rate of $0.76 per common share or $0.0633 per common share per month. For the
year ended December 31, 2014, the total amount of dividends declared and paid by the Company was $0.76
per common share.
On March 7, 2012, the Board of Directors approved an increase in the annual dividend rate of 9.0%, resulting in
an annualized dividend rate of $0.72 per common share or $0.06 per common share per month. For the year
ended December 31, 2012, the total amount of dividends declared by the Company was $0.71 per share (2011 $0.66 per share).
In 2015, the Company has declared dividends for the months of January, February, March and April in the
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amount of $0.0633 per common share.
Shareholders who are non-residents of Canada are required to pay all withholding taxes payable in respect of
any dividends by the Company.
Cash dividends on Company shares for the fiscal year ended December 31, 2014 were as follows:

Period
January 2014
February 2014
March 2014
April 2014
May 2014
June 2014
July 2014
August 2014
September 2014
October 2014
November 2014
December 2014

Record Date
January 31, 2014
February 28, 2014
March 31, 2014
April 30, 2014
May 30, 2014
June 30, 2014
July 31, 2014
August 29, 2014
September 30, 2014
October 31, 2014
November 28, 2014
December 31, 2014

Payment Date
February 20, 2014
March 20, 2014
April 17, 2014
May 20, 2014
June 20, 2014
July 18, 2014
August 20, 2014
September 19, 2014
October 20, 2014
November 20, 2014
December 19, 2014
January 20, 2015
Totals

Amount
(000's)$

Dividends
Per Share $
0.063
0.063
0.063
0.063
0.063
0.063
0.063
0.063
0.063
0.063
0.063
0.063
$

0.756

2,691
2,691
2,691
2,691
2,691
2,691
2,691
2,691
2,691
2,691
2,691
2,691
$

32,292

The three-year history of annual dividends per share of the Company is as follows;
2014
$0.76

2013
$0.75

2012
$0.71

6. DESCRIPTION OF CAPITAL AND DEBT STRUCTURE
6.1

Share Capital
The Company is authorized to issue an unlimited number of common shares. Each common share is
entitled to receive notice of and to attend all meetings of shareholders of the Company. Each common
share is entitled to one vote at shareholder meetings. The holders of common shares are entitled to
receive dividends when declared by the Board of Directors of the Company in such amount and in such
form as the Board of Directors may determine from time-to-time. All dividends declared shall be paid
in equal amounts per share on all common shares outstanding. In the event of dissolution, liquidation
or winding up of the Company, common shareholders shall be entitled to receive the remaining assets
of the Company after the prior rights of the holders of any preference shares and any other shares
ranking senior to the common shares have been settled.
As of December 31, 2014, and March 12, 2015 the Company had 42,516,853 issued and outstanding
common shares.
The Company is authorized to issue such number of preference shares, issuable in one or more series,
provided that the number of issued preference shares shall not exceed 35% of the number of issued and
outstanding common shares at the time such preference shares are issued. The Board of Directors shall
determine the number of series issued and the number of preference shares issued within a series. The
Board of Directors shall determine the designation, rights, privileges, restrictions and conditions to be
attached to each series of preference shares, including but not limited to, dividend rates, whether
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dividends are cumulative or non-cumulative, the currency of payment, the date and place of payment,
and any redemption, retraction or exchange conditions. As of December 31, 2014, and March 12, 2015,
no preference shares were issued and outstanding.
In 2011, the Company introduced a new Stock Option Plan. The purpose of the Stock Option Plan is to
provide eligible officers and employees of the Company and its subsidiaries with a share-related
mechanism designed to develop and increase the interest in the growth and development of the
Company by granting stock options from time-to-time to eligible persons and providing them the
opportunity to acquire a proprietary interest in the Company through the purchase of common shares.
The number of common shares issuable under the Stock Option Plan shall not exceed 10% of the
number of common shares outstanding. A full description of the details of the Stock Option Plan is
included in the Company’s 2010 Management Information Circular which can be found on SEDAR. On
March 15, 2012 the Company issued 625,000 stock options to employees of the Company, which remain
outstanding as of March 12, 2015.
The Company’s Board of Directors approved the award of an additional 100,000 stock options to the
newly appointed President and CEO. The total number of stock options are exercisable in equal amount
on the first through fourth anniversary dates from the grant date at an exercise price of $11.87 per
Common Share. The exercise price was based on the weighted average trading price of the Company’s
common shares on the Toronto Stock Exchange for the five days ending on December 31, 2014. These
options will expire on January 1, 2022.
6.2

Indebtedness
At December 31, 2014, the total amount of outstanding debt was $28.2 million. The debt was issued to
fund the purchase of heavy work equipment and to partially fund the acquisition of H.J. O’Connell,
Limited.

7. MARKET SECURITIES OF THE ISSUER
The common shares of the Company are listed on the Toronto Stock Exchange (symbol “BDT.TO”).
The following table outlines the trading price range and volumes of Company shares during 2014:
Toronto Stock Exchange
Price Range
Month

High $

Low $

Trading Volume

13.67

12.81

1,535,062

Shares
January 2014
February 2014

13.52

13.00

1,139,396

March 2014

14.30

13.27

2,671,314

April 2014

14.33

13.64

1,736,759

May 2014

14.15

13.26

1,704,273

June 2014

14.06

13.32

1,022,740

July 2014

13.86

13.33

1,087,759

August 2014

15.34

13.39

4,295,171

September 2014

15.08

13.98

2,502,400

October 2014

14.27

13.11

1,668,546

November 2014

13.32

11.90

3,297,969

December 2014

12.14

11.36

2,800,397
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8. DIRECTORS AND OFFICERS
8.1

Directors and Executive Officers
The names, municipalities of residence and principal occupations of the Directors and Executive
Officers of Bird are set out below. Each Director will hold office until the next Annual General Meeting
of shareholders set for May 12, 2015 or until a successor is elected or appointed.
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Name of Municipality
Residence
J.R. Bird
Calgary, Alberta

of

Position
Director

(2)

(3)(4)

Principal Occupation
Executive Vice President,
Enbridge Inc., an energy
transportation company

Director
Since (1)
1987

I.J. Boyd
Oakville, Ontario

Director,
President & Chief Executive Officer of
Bird Construction Inc.

President & Chief Executive
Officer of Bird Construction Inc.

January 1,
2015

J.J. Brennan
Bedford, Nova Scotia

Executive Vice President of
Bird Construction Inc. and President of
H.J. O'Connell

Executive Vice President of
Bird Construction Inc. and
President of H.J. O'Connell

N/A

P.A. Charette
Oakville, Ontario

Director,
Chair of the Board

Chair of the Board

1991

C.J. Caza
Oakville, ON

Vice President Risk Management and
General Counsel, Secretary of Bird
Construction Inc.
Director,
Audit Committee Chair (3)(4)

Vice President Risk Management
and General Counsel, Secretary
of Bird Construction Inc.
Corporate Director

N/A

B.D. DuPont
Calgary, Alberta

Director,
Human Resources, Safety & Governance
Committee Chair (3)(4)

Corporate Director

2011

S.R. Entwistle
Kitchener, Ontario

Chief Financial Officer and
Assistant Secretary of
Bird Construction Inc.

Chief Financial Officer and
Assistant Secretary of
Bird Construction Inc.

N/A

K.W. McClure
Loretto, Ontario

Executive Vice President - Commercial
of Bird Construction Inc.

N/A

R.D. Munkley
Mississauga, Ontario

Director

Executive Vice President –
Commercial of Bird Construction
Inc.
Corporate Director

P.R. Raboud
Toronto, Ontario

Director,
Vice Chair of Bird Construction Inc.

Vice Chair of Bird Construction
Inc.

2008

G.G. Royer
Edmonton, Alberta

Executive Vice President - Industrial
of Bird Construction Inc.

Senior Vice President – Industrial
of Bird Construction Inc.

N/A

T.J. Talbott
Woodbridge, Ontario

Retired Director,
Retired President & Chief Executive
Officer of Bird Construction Inc.

Retired President & Chief
Executive Officer of Bird
Construction Inc.

Retired
December
31, 2014

A.C. Thorsteinson
Winnipeg, Manitoba

Director

President, Shelter Canadian
Properties Limited, a real estate
development and management
company

1991

D.G. Doyle
Victoria, British Columbia

(3)(4)

(3)(4)

2003

2011

Notes:
(1)

Includes period of time served as a Trustee of Bird Construction Income Fund and as a Director of Bird Construction
Company Limited, the predecessors to the Company.

(2)

Information set forth in this Item 8 relating to the Directors and officers of the Company is current as of the date hereof.

(3)

Member of the Audit Committee (Chair - D.G. Doyle).

(4)

Member of the Human Resources, Safety and Governance Committee (Chair – B.D. DuPont).
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The following are brief biographies of the Directors and executive officers:
J. Richard Bird is an Executive Vice President of Enbridge Inc. Mr. Bird served as Executive Vice
President, Chief Financial Officer and Corporate Development from January 1, 2009 until October 15,
2014; and as Executive Vice President, Corporate Development until December 31, 2014. Mr. Bird is
on the Board of Directors or Trustees of the following public companies: Enbridge Income Fund
Holdings Inc., Enbridge Energy Partners L.P. and Gaz Metro Inc. He also serves on the Board of
Directors and chairs the audit committee of the Alberta Investment Management Company. Mr. Bird
was named Canada’s CFO of the Year for 2010. Mr. Bird holds a Bachelor of Arts degree from the
University of Manitoba, a Masters of Business Administration and Ph.D. from the University of Toronto
and a Diploma in Advanced Management from Harvard University.
Ian J. Boyd, President and CEO of Bird Construction Inc., graduated with a Bachelor of Civil
Engineering from the University of New Brunswick and has accumulated almost 20 years of experience
in the general contracting industry in Nova Scotia, New Brunswick and Alberta. Mr. Boyd joined Rideau
Construction in 1996 and progressed through the company as a project coordinator, project manager,
manager of diversified projects and in 2004, he was appointed as the vice president and operations
manager for the Nova Scotia office. Mr. Boyd became a Bird employee in 2008 when Bird acquired
Rideau Construction and shortly thereafter, relocated to Alberta as Project Director. In 2010, Mr. Boyd
returned to eastern Canada and was appointed as the Atlantic Vice President and in 2011, assumed the
role of Senior Vice President where he was involved in the H.J. O’Connell acquisition. In 2013, Mr. Boyd
was appointed to Executive Vice President and Chief Operating Officer, and most recently was
appointed as President and Chief Executive Officer of Bird, as well as Director, effective January 1,
2015. Mr. Boyd is a registered professional engineer with the Association of Professional Engineers of
Nova Scotia and a member of the Construction Association of Nova Scotia and the Construction
Association of New Brunswick.
James J. Brennan is Executive Vice President of Bird Construction Inc. and President of H.J.
O’Connell, Limited, a wholly-owned subsidiary of Bird Construction Inc. He obtained a Bachelor of
Science in Civil Engineering from the University of New Brunswick in 1989. Prior to joining Bird in
February 2008, he was the President and founding partner of Rideau Construction Incorporated. Rideau
Construction was a general contractor operating in Atlantic Canada in the commercial, industrial,
institutional, and multi-tenant residential sectors. Rideau Construction was formed in 1993. Bird
purchased all the outstanding shares of Rideau Construction in February 2008. During the period from
1989 to 1993, he worked for two local construction companies as a superintendent, project manager,
and district manager. From 1993 to 2003, he was the Vice President, Operations Manager, and coowner of Rideau Construction. From 2003 to 2008, he was the President and majority owner of Rideau
Construction. In January 2012, Mr. Brennan was appointed to the position of Senior Vice President and
on July 1, 2013, he was appointed to his current position as President of H.J. O’Connell, Limited.
Charles J. Caza is the Senior Vice President Risk Management and General Counsel of Bird
Construction Inc and has been recently appointed Secretary to the Board of Directors. He obtained his
Bachelor of Science in Civil Engineering from the University of Waterloo in 1986. Subsequently, he
studied law at the University of Western Ontario where he obtained his Bachelor of Laws in 1990. Mr.
Caza was called to the Bar of Ontario in 1992 and he has been certified as a specialist in construction
law by the Law Society of Upper Canada, since 2002. Prior to joining Bird in 2009, and prior to
studying law, he was employed as an engineer, then in the role of Vice President, Operations in the
construction industry with a Toronto-based general contractor. He later developed his legal and
management career with an international construction and engineering organization (before joining
Bird Construction), where he was involved in a number of large international engineering and
construction projects and was Commercial Director of a global operating division. In his current role,
Mr. Caza is head of the Legal and Risk Management functions at Bird Construction.
Paul A. Charette is the Chair of the Board of Directors. He joined Bird in 1976 as a Project
Coordinator and progressed to President and Chief Operating Officer in 1988 and to President and Chief
Executive Officer in 1991. Mr. Charette was also appointed as Chair of the Board in 2001. In
September 2008, Mr. Charette retired from his position as Chief Executive Officer of Bird. He is a
Director of the Colleges and Institutes Canada and he is the past Chair of the Canadian Construction
Association (“CCA”). In 2004, Mr. Charette was named Ontario Entrepreneur of the Year in Real
Estate/Construction by Ernst & Young LLP. In 2010, Mr. Charette was chosen as CCA’s Person of the
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Year. Mr. Charette has a diploma in Civil Technology from Red River College in Winnipeg, Manitoba.
D. Greg Doyle is a former partner of KPMG LLP. He joined KPMG LLP (formerly Peat Marwick) in 1974,
was elected as a Partner in 1982 and Managing Partner of the Winnipeg office in 1985. In 1997, Mr.
Doyle transferred to Warsaw, Poland and served as Senior Partner of KPMG Polska until he retired in
2003. During his time in Poland, Mr. Doyle also served as the member of the Board of KPMG Europe and
the management committee of KPMG Central and Eastern Europe. He is also the Director of the
Winnipeg Airports Authority and the Chair of their audit committee. Mr. Doyle holds a Bachelor of
Science and Bachelor of Commerce from the University of Manitoba and is a Chartered Accountant
(Manitoba Institute).
Bonnie D. DuPont was appointed as a Director effective January 1, 2011. Ms. DuPont is retired from
Enbridge Inc. where she served for 12 years as the senior executive responsible for information
technology, human resources, public and government affairs, corporate governance matters, and
corporate social responsibility (CSR). She holds a Bachelor’s degree (Great Distinction) from the
University of Regina and earned her Master’s degree at the University of Calgary. She is a member of
the Institute of Corporate Directors, and a 2006 graduate of the ICD Corporate Directors’ Education
Program. She is also a Certified Human Resources Professional (CHRP) and is a member of the
International Women’s Forum (IWF). Ms. DuPont was named to the top 100 Most Powerful Women in
Canada list each year from 2001 to 2006, and in 2007, was inducted into the Top 100 Hall of Fame. In
2008, she was presented with an Honorary Doctor of Laws from the University of Regina and in 2011
was presented with an Honorary Bachelors Degree in Technology by the Southern Alberta Institute of
Technology. Ms. DuPont lectures in the Directors’ Education Program and provides executive coaching
services to several large Canadian organizations as well, is the Chair of the Board of Governors at the
University of Calgary. She also serves on the board of NavCanada, and is Chair of the Human Resources
& Compensation Committee and serves as well on the Governance Committee.
Stephen R. Entwistle is the Chief Financial Officer and Assistant Secretary of Bird Construction Inc.
Prior to joining Bird in March 2008, Mr. Entwistle previously held senior financial positions in a wide
variety of business, including a natural gas distribution utility, oil and gas exploration and development
operations, nursing and retirement home operations, heating ventilating and air conditioning and
natural gas commodity brokerage operations. Mr. Entwistle joined Enbridge Gas Distribution Inc. in
1981, serving in progressively senior positions including audit, general accounting, financial reporting,
human resources and international consulting. In 2000, Mr. Entwistle was appointed to the position of
Vice-President, Finance of Enbridge’s Home Services operation, and more recently was the Chief
Financial Officer of The Consumers’ Waterheater Income Fund, an income trust listed on the TSX.
Mr. Entwistle received a Bachelor of Commerce from the University of Toronto and is a Chartered
Professional Accountant and a Chartered Accountant.
Kenneth W. McClure is Executive Vice President – Commercial of Bird Construction Inc. Prior to
joining Bird in March 2007, he was employed as President and Chief Operating Officer of Buttcon
Limited from April 2004 to February 2007. Buttcon is a general contracting company located in
Ontario. From August 1994 to April 2004, Mr. McClure was employed as the Managing Director of
Somers Construction Limited. Somers, an affiliate of Buttcon, is a general contracting company
located in Bermuda. Mr. McClure started his career with Buttcon Limited in 1980 as a superintendent
and project manager. During a period from 1989 to 1991, he left Buttcon while he owned and operated
KDL Construction, as a general contractor located in Ontario.
Ron D. Munkley was appointed as a Director in October 2011. He retired in 2009 as Vice Chair and
Head of the Power and Utility Business of CIBC World Markets where he had acted as advisor on most
Canadian utility and independent power transactions since joining CIBC World Markets in 1998. Mr.
Munkley was named as a top Global Investment Banker by Brendan Wood International in 2008/9. Prior
to 1998, Mr. Munkley was employed at Enbridge Consumers Gas for 27 years, culminating as Chair,
President and Chief Executive Officer. He led Consumers Gas through deregulation and restructuring in
the 1990s. Mr. Munkley is also a Director of Fortis Inc., where he is Chair of the Governance
Committee, and he is the Lead Director at Greystone Capital Management Inc. He holds a B.Sc. Hons.
(Eng.) from Queens University and PDO certification from the Canadian Securities Institute.
Paul R. Raboud is the Vice Chair of Bird Construction Inc. Mr. Raboud was appointed as a Director in
September 2008. He obtained a Bachelor of Science in Civil Engineering from the University of Alberta
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where he was awarded the gold medal in civil engineering. He earned a Masters of Science in Civil
Engineering from the University of Washington and an MBA from the University of Alberta. He is a
registered Professional Engineer with the Association of Professional Engineers of Ontario. Mr. Raboud
joined Bird in 1984 in the Toronto office. He progressed through Bird as a field engineer, estimator,
project manager and assistant district manager. In 1990, he was appointed manager of the Vancouver
District, and in 2000, returned to the corporate office in Toronto as Executive Vice President. He was
appointed President and Chief Operating Officer in March 2006 and appointed Chief Executive Officer
in September 2008. In June 2010, Mr. Raboud stepped down from his position as Chief Executive
Officer into the role of Vice Chair of the Company. Mr. Raboud is a Director of the Ontario General
Contractors Association and Stephenson’s Holdings Inc.
Gilles G. Royer is Executive Vice President – Industrial of Bird Construction Inc., based in our
Edmonton office. He joined Bird as a project coordinator through the Company’s Civil Engineering Coop Program in the Edmonton District in 1991. After graduating with a Bachelor of Science in Civil
Engineering from the University of Alberta, Mr. Royer accepted employment at Bird on a full-time basis
as project coordinator. He assumed progressively more responsible roles within the Company on
various industrial projects and in early-2008, was promoted to Assistant District Manager. In 2009, he
was appointed to the position of Edmonton District Manager; in January 2011 he was appointed as Vice
President and Edmonton District Manager and effective January 1, 2012 he was appointed Senior Vice
President.
Arni C. Thorsteinson has been the President of Shelter Canadian Properties Limited, a diversified real
estate development and management company, since 1990. He joined a predecessor company in
1976. He is also a Director or trustee of Lanesborough Real Estate Investment Trust, Temple Hotels
Inc. and Onex Corporation. Mr. Thorsteinson holds a Bachelor of Commerce (Honours) and a Doctor of
Laws, honoris causa, from the University of Manitoba and a Chartered Financial Analyst designation.
8.2

Collective Shareholdings
As a group, the Directors and executive officers of the Company beneficially own, directly or
indirectly, a total of 1,763,748 common shares, representing approximately 4.15% of the issued
common shares and hold 385,000 stock options as at December 31, 2014.

8.3

Corporate Cease Trade Orders and Bankruptcies
None of the Directors or executive officers of the Company or, to the Company's knowledge,
shareholders holding sufficient common shares to materially affect the control of the Company is, or
within the previous 10 years, has been a trustee, director, chief executive officer or chief financial
officer of any other issuer that, while acting in such capacity; (i) was subject to a cease trade or
similar order or order that denied the issuer access to any exemptions under Canadian securities
legislation for a period of more than 30 consecutive days, or (ii) became bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency or was subject to or instituted any
proceeding, arrangement or compromise with creditors or had receiver, receiver manager or trustee
appointed to hold the assets of such issuer except for the following:
Mr. Thorsteinson is now and has in the past 10 years been a Chief Executive Officer of certain nonpublicly traded limited partnerships and other entities that were the subject of cease trade orders
issued by securities regulatory authorities in certain provinces of Canada, including Alberta, British
Columbia, Ontario and Quebec, resulting generally from a failure to file financial statements or a
failure to comply with disclosure obligations. Certain entities against which these orders were issued
are now no longer active or, in other cases, Mr. Thorsteinson’s involvement with such entities has
ceased. In other cases, certain of these entities have now been able to obtain discretionary relief from
filing requirements; however, this relief does not apply to prior transgressions, and in some cases,
these orders remain in force. To obtain information regarding cease trade orders issued by a particular
securities regulatory authority, investors should contact the securities regulatory authorities that
issued the orders.

8.4

Penalties or Sanctions
None of the Directors or officers of the Company, or to the Company's knowledge, shareholders holding
sufficient common shares to materially affect the control of the Company, has been subject to; (i) any
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penalties or sanctions proposed by a court relating to Canadian securities legislation or by a Canadian
securities regulatory authority or have entered into a settlement agreement with a Canadian securities
regulatory authority, or (ii) any other penalties or sanctions imposed by a court or regulatory body that
would likely be considered important to a reasonable investor in making an investment decision.
8.5

Conflicts of Interest
To the Company’s knowledge, there are no existing or potential material conflicts of interest between
the Company or a subsidiary of the Company and the Board of Directors and officers of the Company or
any other subsidiary of the Company. (See “Interest of Management and Others in Material
Transactions”).

8.6

Board Committees
The Company currently has an Audit Committee and Human Resources, Safety and Governance
(“HRS&G”) Committee. The Company does not currently have any other board committees in place.
Committee membership is shown in the following table:
Audit Committee
J. Richard Bird

Human Resources, Safety &
Governance Committee

X

X
(1)

D. Greg Doyle

X

Bonnie D. DuPont

X

X

Ronald D. Munkley
Arni C. Thorsteinson

X
X

X
X

(1)

X
(1)

Committee Chair

9. AUDIT COMMITTEE INFORMATION
9.1

Audit Committee
The Audit Committee of the Company is currently comprised of five members, being J.R. Bird,
D.G. Doyle, B.D. DuPont, R.D. Munkley and A.C. Thorsteinson. Mr. Doyle is Chair of the Audit
Committee. All the members are independent and financially literate. The following profiles outline
the relevant education and experience of each member. Also see brief profiles of each member in
Section 8 – Directors and Officers.
J. Richard Bird has been on the Board of the Fund or the Company since December 1987 and has been
a member of the Audit Committee since that time. Mr. Bird was the Chair of the Audit Committee
from March 24, 1988 until March 7, 2006. He has served as a trustee, director, senior officer, and audit
committee member of several issuers listed in Canada and the U.S., and has had responsibility for the
oversight of preparation of financial statements, disclosure controls, internal financial controls and
certification of financial statements to the U.S. Sarbanes-Oxley 404 Standards.
D. Greg Doyle has been on the Board of the Fund or the Company since May 2003, and has been a
member of the Audit Committee since that time. Following the Audit Committee meeting on March 7,
2006, Mr. Doyle was appointed Chair of the committee. As former Managing Partner of KPMG LLP’s
Winnipeg office and as former Senior Partner at KPMG Polska, Mr. Doyle has a breadth of experience
relating to the application of accounting principles, financial statement disclosure and understanding
internal controls and procedures.
Bonnie D. DuPont has been on the Board of the Company since January 2011 and has been a member
of the Audit Committee since that time. Having held a variety of positions at a senior management
level during her working career, as well as being a graduate of the ICD Corporate Directors’ Education
Program, Ms. DuPont has a thorough understanding of accounting principles and financial analysis.
Ron D. Munkley has been on the Board of the Company since October 2011 and has been a member of
the Audit Committee since that time. Mr. Munkley retired in April 2009 as Vice Chairman and Head of
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the Power and Utility Business of CIBC World Markets. He had acted as an advisor on most Canadian
utility transactions since joining CIBC World Markets in 1998. Prior to that, he was employed at
Enbridge Consumers Gas for 27 years, culminating as Chairman, President and CEO. He led Enbridge
Consumers Gas through deregulation and restructuring in the 1990s.
Arni C. Thorsteinson has been on the Board of the Fund or the Company since May 1991 and has been
a member of the Audit Committee for most of that time. Mr. Thorsteinson is President of Shelter
Canadian Properties Limited, a diversified real estate development and management company. He is
also a director or trustee of Lanesborough Real Estate Investment Trust, Temple Hotels Inc. and Onex
Corporation. Mr. Thorsteinson holds a Bachelor of Commerce (Honours) with a major in Accounting &
Finance and a Doctor of Laws, honoris causa, from the University of Manitoba and is a Chartered
Financial Analyst.
9.2

Pre-Approval Policies and Procedures
The Audit Committee has adopted specific policies and procedures for the engagement of non-audit
services provided by the Company’s external auditors. These procedures are contained in the Audit
Committee Charter (included as Appendix B), which requires that the committee pre-approve, in
accordance with applicable law, any non-audit services to be provided to the Company by the external
auditor, with reference to compatibility of the service relative to the external auditor’s independence.

9.3

External Auditor Service Fees (By Category)
Fees paid or payable to the external auditor for the last two fiscal years are summarized in the
following table:
Annual Audit Fees
Audit Related Fees
Tax Fees

$

$

2014
383,000
2,500
385,500

$

$

2013
361,500
15,000
23,809
400,309

Audit fees in 2014 and 2013 include fees for professional services rendered for the audit of the
Company’s annual financial statements.
Audit related fees in 2013 related primarily to auditing the purchase of Nason and IFRS advisory
services.
Tax fees incurred in 2014 relate to advice provided on compliance matters, while in 2013 the
additional fees related to various tax planning matters.

9.4

Audit Committee Charter
See Appendix B for text of the Audit Committee Charter.

10. LEGAL PROCEEDINGS
In the normal course of business, the Company’s wholly-owned operating entities engage in business activities
that may expose it to potential legal proceedings. The Company and its operating entities are not currently
party to legal proceedings that are considered material to the operations either individually or in the
aggregate. Reasonable estimates for the cost of settlement of any known legal matters have been made by
management and are included in the Company’s consolidated financial statements for the year ended
December 31, 2014.

11. INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
During 2014, Bird was involved in several construction contracts with Shelter Canadian Properties Limited or
Page 26 of 38

companies affiliated with them. Shelter Canadian Properties Limited is controlled by the family of
Mr. A.C. Thorsteinson, a Director of the Company. All contracts with Shelter Canadian Properties Limited or
companies affiliated with them were completed on construction terms typical in the industry.

12. TRANSFER AGENTS AND REGISTRARS
Computershare Trust Company of Canada
Watermark Tower
Suite 600, 530 8th Avenue SW
Calgary, AB
T2P 3S8

13. MATERIAL CONTRACTS
The following are the only material contracts, other than contracts entered into in the ordinary course of
business, entered into by the Company or its subsidiaries during the most recently completed financial year
ended December 31, 2014 or before the most recently completed financial year but that are still in effect:
(a)

The Share Purchase Agreement between Bird Construction Company Limited and H.J. O’Connell
Limited and other parties dated July 20, 2011 providing for the purchase by the Company of all
the outstanding shares of O’Connell.

The above noted contract may be viewed on SEDAR at www.sedar.com.

14. INTERESTS OF EXPERTS
The consolidated financial statements of the Company as at and for the year ended December 31, 2014 have
been examined by KPMG LLP, Chartered Accountants, as detailed in their independent auditors’ report dated
March 12, 2015. KPMG LLP have confirmed that they are independent with respect to the Company within the
meaning of the Rules of Professional Conduct of the Institute of Chartered Accountants of Manitoba.

15. ADDITIONAL INFORMATION
Additional information, including information as to the Directors’ and Officers’ remuneration and principal
holders of securities of the Company, as applicable, is contained in the Company's Management Information
Circular for the Annual General Meeting of shareholders to be held on May 12, 2015. Additional financial
information is provided in the Company’s financial statements and MD&A for the year ended December 31,
2014. A copy of these documents may be obtained upon request from Karen Savich, Executive Administration
at 5700 Explorer Drive, Suite 400, Mississauga, Ontario L4W 0C6. Such reports have also been filed with
applicable securities regulatory authorities and are available, along with additional information relating to the
Company, on SEDAR at www.sedar.com.
This Annual Information Form contains forward-looking statements, which involve risks and uncertainties that
could cause actual results to differ materially from those contemplated by such statements. Factors that could
cause such differences include changes in government policy relating to the cyclical nature of the construction
industry, changes in interest rates and general economic conditions, adverse weather, cost and availability of
materials used to manufacture the Company’s products, competitive developments affecting the building
products industry, and the risk factors described from time-to-time in the reports and disclosure documents
filed by the Company with Canadian Securities regulatory agencies and commissions. The list is not exhaustive
of the factors that may impact the Company’s forward-looking statements. These and other factors should be
considered carefully and readers should not place undue reliance on the Company’s forward-looking
statements. As a result of the foregoing and other factors, no assurance can be given as to any such future
results, level of activity or achievements and neither the Company nor any other person assumes responsibility
for the accuracy and completeness of these forward-looking statements. The factors underlying current
expectations are dynamic and subject to change. The Company undertakes no obligation to update forwardlooking statements contained in this document.
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16.

BOARD OF DIRECTORS MANDATE - APPENDIX A

The following is the text of the Corporate Governance Guidelines and Board of Directors Mandate:
The Board of Directors (the “Board”) of Bird Construction Inc. (the “Company” or “Bird”) is elected by the
Company’s Shareholders (the “Shareholders”) and is responsible for the stewardship of the investments, affairs
and business of the Company in accordance with obligations under the articles of incorporation, by-laws and
applicable law.
Within its stewardship responsibility, the Board’s role is to preserve and enhance the viability of the Company
and to ensure that it is managed with a view to the best interests of the Company. The Board delegates the
responsibility for the day-to-day conduct of business to management of the Company, through its Chief
Executive Officer (“CEO”), within a policy and budget framework established by the Board. In executing their
responsibilities, each of the members of the Board is entitled to rely in good faith on the advice, reports and
opinions of management of the Company.
CORE RESPONSIBILITIES
Board of Directors
The core responsibilities of the Board include stewardship and oversight in the following areas:
i.

Strategic Planning and Annual Business Plan
The Board ensures that the Company adopts a strategic and annual planning process to guide its
activities. The Board meets periodically to review the plans. In addition, at each regular meeting,
the Board reviews the Company’s overall business strategies, its business plan, as well as major
strategic initiatives to evaluate whether the Company’s proposed actions are generally in
accordance with its objectives.

ii.

Identification of Principal Risks
The Board, directly and through the Audit and the Human Resources, Safety and Governance
Committees, reviews the principal risks of the Company’s business and the appropriateness of the
systems put in place to manage these risks.

iii.

Selection and Remuneration of the CEO and the Senior Management Team
The Board is responsible for selecting the CEO and for approving the selection of the members of
the senior management team. Communication with the management team is through the CEO and
the Board is responsible for judging the effectiveness of the CEO. The Board is also responsible for
providing an effective system of remuneration. These functions are performed with the benefit of
advice from the Human Resources, Safety and Governance Committee.

iv.

Succession Planning
On a regular basis, the Board reviews a succession plan, developed by management, addressing the
policies and principles for selecting a successor to the CEO and other key senior management
positions, both in an emergency situation and in the ordinary course of business. The succession
plan should include an assessment of the experience, performance, skills and planned career paths
for possible successors to the CEO currently in the Company’s senior management.

v.

Financial Reporting and Internal Controls
The Board, acting through the Audit Committee, oversees the financial reporting and disclosures of
the Company. This includes;
a. Approval of the quarterly earnings press releases and related disclosure documents;
b. Monitoring the implementation of appropriate internal control systems to ensure the
accuracy and timeliness of the information;
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c. Monitoring and administration of the Whistleblower Policy, which provides for an
anonymous method of delivering complaints with respect to accounting, internal control
and auditing matters.
vi.

Financial Planning and Investments
a. Business Plan
Review and approve the Company’s Annual Business Plan, including the annual Operating
and Capital Budgets. Review periodic financial forecasts.
b. Investment Opportunities
Review and assess investment opportunities of a value exceeding management’s authority,
in accordance with procedures established by the Board from time-to-time.
c. Guidelines and Policies
Review and approve guidelines and policies for the investing of cash in money market
products and marketable securities and review reports from management on the results of
such investments against established policies and benchmarks.
d. Additional Funds for Investment
Review and assess management’s plans with respect to raising additional funds, whether
through debt or capital, in accordance with procedures established by the Board from
time-to-time.

BOARD COMPOSITION
Board Composition
The composition of the Board should balance the following goals:
i.

The size of the Board should facilitate substantive discussions of the whole Board in which each
Director (“Director”) can participate meaningfully;

ii.

The composition of the Board should encompass a broad range of skills, expertise, industry
knowledge, diversity of opinion and contacts relevant to the affairs and business of the Company;
and

iii.

Membership on the Board shall include an appropriate number of members whom the Board has
determined have no material relationship with the Company or the Company’s principal
Shareholders and who are otherwise considered independent as contemplated by the corporate
governance guidelines published by the Canadian Securities Administrators (the “CSA Guidelines”)
and under the rules of the Toronto Stock Exchange (“TSX”).

Selection of Directors
The Human Resources, Safety and Governance Committee is responsible for recommending to the Board, from
time-to-time, a list of potential Directors meeting the Company’s general criteria for Board membership, as
well as suitable nominees to fill specific vacancies occurring between annual meetings of Shareholders. The
processes used by the committee as well as the basis for its recommendations are outlined in the terms of
reference for the Human Resources, Safety and Governance Committee. The Board is responsible for selecting
nominees for election to membership on the Board for presentation at the annual meeting of Shareholders.
Orientation and Continuing Education
The Human Resources, Safety and Governance Committee is responsible for the continuing education of
Directors as outlined in the committee’s terms of reference.
BOARD COMMITTEES
Committees
The standing committees of the Board are the Audit Committee and the Human Resources, Safety and
Governance Committee. Each of these committees has written terms of reference (acting as a form of
committee charter) satisfying at a minimum, applicable legislative and TSX rules.
All Directors, whether members of specific committees or not, may request attendance at any committee
meeting and may make suggestions to committee Chairs for additions to the agenda of the committee or to
request that an item from a committee agenda be considered by the Board. Each committee Chair will give
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periodic reports of the committee’s activities to the Board.
Assignment of Committee Members
The Board is responsible for recommending the assignment of Board members to its committees and the
selection of the committee Chairs.
BOARD MEETING PROCEDURES
Frequency of Meetings
The Board holds regularly scheduled meetings on a quarterly basis as well as additional special meetings to
consider particular issues. Special meetings may be called from time-to-time as determined by the needs of
the Company.
Selection of Agenda Items for Board Meetings
The Chair establishes the agendas for Board meetings. Any Board member, however, may recommend the
inclusion of specific agenda items. The agenda is distributed in advance of a meeting to each Director.
Board Materials Distributed in Advance
Information, data and presentation materials that are important to the Board’s understanding of the affairs
and business of the Company are distributed in writing to the Board before each meeting. Management of the
Company should provide materials that are as concise as possible while giving Directors sufficient information,
and time for review (subject to availability of time sensitive materials), to make informed decisions. Under
certain circumstances, written materials may be unavailable to Directors in advance of a meeting, and certain
items to be discussed at Board meetings may be of a sensitive nature such that the distribution of materials on
these matters prior to the Board meeting would not be appropriate.
Management at Meetings
The Board invites members of management of the Company, in addition to the President and Chief Executive
Officer (“CEO”) and the Chief Financial Officer (“CFO”), to attend Board meetings and to make presentations
and provide additional insight into the various issues brought before the Board.
In Camera Meetings
To encourage free and open discussion and communication among the independent members of the Board, the
Directors meet during, or at the end of each regularly scheduled Board meeting or as required at each special
Board meeting, without non-independent Directors and members of management present.
EXPECTATIONS OF DIRECTORS
Commitment and Attendance
All Directors should make every effort to attend all meetings of the Board and meetings of committees of
which they are members. Although attendance in person is encouraged, members may attend by telephone or
videoconference to mitigate schedule conflicts.
Participation in Meetings
Each Director should be sufficiently familiar with the affairs and business of the Company, including its
financial statements and capital structure, and the risks it faces, to facilitate active and effective participation
in the deliberations of the Board and of each committee on which he or she serves.
Financial Knowledge
One of the most important roles of the Board is to monitor financial performance. A Director must know how
to read financial statements, and should understand the use of financial ratios and other indices for evaluating
financial performance.
Ethical Business Conduct
The Company has adopted a written code of ethics. All Directors are made aware that they are expected to
exhibit high standards of personal integrity, honesty and ethical business conduct, disclose any potential
conflict of interest and abide by the Company’s trading blackout period policies.
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Other Directorships
The Company values the experience Directors bring from other Boards on which they serve, but recognizes that
those Boards may also present demands on a Director’s time and availability, and may also present conflicts or
legal issues. Directors should advise the Chair of the Human Resources, Safety and Governance Committee
before accepting any new membership on other Boards of directors or trustees or any other significant
commitment involving an affiliation with other related businesses or governmental units.
Contact with Management
All Directors are invited to contact the CEO at any time to discuss any aspect of the affairs or business of the
Company. While respecting organizational relationships and lines of communication, Directors have complete
access to other members of management. There will be frequent opportunities for Directors to meet with the
CEO, CFO and other members of management of the Company in Board and committee meetings and in other
formal or informal settings.
Confidentiality
The proceedings and deliberations of the Board and its committees are confidential. Each Director shall
maintain the confidentiality of information received in connection with his or her services.
BOARD COMPENSATION
The Board, acting through the Human Resources, Safety and Governance Committee, conducts a review on a
regular basis of the components and amount of Board compensation in relation to other similar companies.
CHAIR OF THE BOARD
General Functions
The Chair of the Board (the “Chair”) shall provide leadership to the Board with respect to its functions as
described in these guidelines and as otherwise may be appropriate. The Chair shall act as chair of meetings of
the Board and, for such purpose, shall determine the agenda for each meeting of the Board in consultation
with the Corporate Secretary.
The Chair shall oversee the preparation for and management of, and he or she shall preside over, meetings of
the Shareholders of the Company.
Additional Responsibilities
The duties and responsibilities for the position of Chair shall also include the following:
i. Establishing procedures to govern the Board’s work including the location and time of meetings of
the Board and the procedures to be followed with respect to meetings of the Board, including
determining who may be present at such meetings in addition to the Directors and the Corporate
Secretary;
ii.

Ensuring the Board has adequate resources, especially by way of full, timely and relevant
information to support its decision-making requirements;

iii.

Working with the Chairs of the Board committees to coordinate the schedule of meetings for such
committees;

iv.

Ensuring that delegated committee functions are carried out and reported to the Board;

v.

Attending, as required, all meetings of Board committees;

vi.

Meeting periodically with the Corporate Secretary to review governance issues including the level of
communication between management and the Board; and

vii.

Carrying out such other duties as may be reasonably requested by the Board as a whole, depending
on its evolving needs and circumstances.
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Appointment
The Chair shall be appointed by the Board after consideration of the recommendation of the Human Resources,
Safety and Governance Committee. He or she shall hold office until the first meeting of the Directors following
the Annual Meeting of Shareholders.
Resources
The Chair shall have sufficient resources to discharge the responsibilities of the Chair. The Chair shall be
empowered to engage outside advisors, as may be appropriate from time-to-time, to provide advice with
respect to his or her or the Board’s duties and responsibilities and to approve the fees and retention terms for
such outside advisors.
Lead Director
The Lead Director will assume the role of Chair of the Board in the absence of the Chair or when the Chair has
a conflict of interest.
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17.

AUDIT COMMITTEE CHARTER - APPENDIX B

The following is the text of the Audit Committee Charter:
1.

PURPOSE

The Board of Directors of the Company (the “Board”) has established an Audit Committee (the “Committee”)
to take steps on its behalf as are necessary to assist the Board in fulfilling their oversight responsibilities
regarding:

2.

i.

the integrity of the financial statements;

ii.

the internal control systems of the Company;

iii.

the external audit process;

iv.

the internal audit process, if any;

v.

risk management;

vi.

the Company’s compliance with legal and regulatory requirements; and

vii.

any additional duties set out in this charter or otherwise delegated to the Committee by the
Board.

COMPOSITION & QUALIFICATIONS

The Board of Directors will in each year, immediately following the Annual General Meeting, appoint a
minimum of four (4) Directors as members of its Committee. All members of the Committee shall be nonmanagement Directors and not have served as former CEO of the Company. In addition, the Committee will be
comprised of independent Directors, as required by all applicable corporate, exchange and securities statutes,
laws and regulations in Canada.
All members of the Committee shall be financially literate. While the Board shall determine the definition of
and criteria for financial literacy, this shall, at a minimum, include the ability to read and understand a set of
financial statements that present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the
Company’s financial statements and as defined in Part 1, item 1.5 of Multilateral Instrument 52-110.
The Chief Executive Officer (“CEO”) of the Company, the Chief Financial Officer (“CFO”) of the Company, the
external auditor and Directors who are not otherwise members of the Committee may be invited to attend all
meetings of the Committee as a guest and shall not vote. The CEO and CFO shall not attend in-camera
sessions.
3.

DUTIES & RESPONSIBILITIES

The Committee shall have the following duties, where applicable:
3.1

FINANCIAL REPORTING AND DISCLOSURE
3.1.1 Annual Financial Statements
Review with management of the Company and the external auditor, the audited annual
consolidated financial statements of the Company, all related documents including
Management’s Discussion & Analysis (“MD&A”), Annual Information Form (“AIF”), Management
Information Circular (“MIC”), and complete Annual Report, and recommend the approval of
such documents to the Board.
3.1.2

Quarterly Review
Review the quarterly consolidated financial statements of the Company and the related MD&A
and recommend the approval of such documents to the Board and also determine the extent of
the involvement of the external auditor, if any, in reviewing quarterly financial statements.
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3.2

3.1.3

Certifications
Review certification by the CEO and CFO as to the accuracy and completeness of the
Company’s reports and filings with the securities regulators and the TSX.

3.1.4

Significant Accounting Principles and Disclosure Issues
Review with management of the Company and the external auditor, significant accounting
principles and disclosure issues, including complex or unusual transactions, highly judgmental
areas such as reserves or cost to complete estimates, significant changes to accounting
principles, and alternative treatments under Canadian GAAP for material transactions. This
shall be undertaken with a view to understanding their impact on the consolidated financial
statements, and to gaining reasonable assurance that the statements are accurate, complete,
do not contain any misrepresentations, and present fairly the Company’s financial position and
the results of its operations in accordance with Canadian GAAP.

3.1.5

Compliance
Confirm through discussions with management of the Company that Canadian GAAP and all
applicable laws or regulations related to financial reporting, statutory obligations and
disclosure have been complied with.

3.1.6

Legal Events
Review any actual or anticipated litigation or other events, including tax assessments, which
could have a material current or future effect on the Company’s consolidated financial
statements, and the manner in which these have been reflected in the consolidated financial
statements.

3.1.7

Off-Balance-Sheet Transactions
Discuss with management of the Company, the effect of off-balance-sheet transactions,
arrangements, obligations and other relationships with non-consolidated entities or other
persons, if any, that may have a material current or future effect on the Company’s financial
condition, changes in financial condition, results of operations, liquidity, capital expenditures,
capital resources, distributable cash disclosures or significant components or revenues and
expenses.

3.1.8

Other Disclosures
Satisfy itself that adequate procedures are in place for the review of the Company’s public
disclosure of financial information, other than the public disclosure of the information referred
to above, and periodically assess the adequacy of those procedures.

OVERSIGHT OF INTERNAL CONTROLS
3.2.1 Review and Assessment
Review and assess the adequacy and effectiveness of the Company’s system of internal control
and management information systems through discussions with management and the external
auditor and include a review of any management letter prepared by the external auditor.
3.2.2

Oversight
Oversee system of internal control, by:
• reviewing with management of the Company, documentation and conclusion about the
effectiveness of internal controls identified in the Company’s ongoing review of the design
and reliability of internal controls over financial reporting, including disclosures in the
MD&A;
•

reviewing with management of the Company, its philosophy with respect to internal
controls and, on a regular basis, all significant control-related findings together with
management’s response;

•

monitoring and reviewing policies and procedures for internal accounting, financial control
and management information;

•

consulting with the external auditor regarding the adequacy of the Company’s internal
controls; and

•

obtaining from management of the Company adequate assurances that all statutory
payments and withholdings have been made.
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3.2.3

Fraud
Confirm investigations of alleged fraud and illegality relating to the Company’s finances.

3.2.4

Complaints
• Confirm with management of the Company that appropriate procedures exist for the
receipt, retention and treatment of complaints received by the Company regarding
accounting, internal accounting controls or auditing matters, the confidential, anonymous
submission by employees of concerns regarding questionable accounting or auditing
matters, and for the protection from retaliation of those who report such complaints in
good faith.
•

3.3

Reviewing any complaints received by the Audit Committee Chair pursuant to the
Company’s Whistleblower Policy.

EXTERNAL AUDIT
3.3.1 Appointment or Replacement
Recommend the appointment or replacement of the Company’s external auditor to the Board,
who will consider the recommendation prior to submitting the nomination to the shareholders
for their approval.
3.3.2

Compensation
Review with management of the Company, and make recommendations to the Board, regarding
the compensation of the external auditor. In making a recommendation with respect to
compensation, the Committee shall consider the number and nature of reports issued by the
external auditor, the quality of internal controls, the size, complexity and financial condition
of the Company, and the extent of internal audit, if any, and other support provided by the
Company to the external auditor.

3.3.3

Reporting Relationships
The external auditor will report directly to the Company’s Audit Committee.

3.3.4

Performance
Review with management of the Company, on a regular basis, the terms of the external
auditor’s engagement, accountability, experience, qualifications and performance. Evaluate
the performance of the external auditor.

3.3.5

Transition
Review management’s plans for an orderly transition to a new external auditor, if required.

3.3.6

Audit Plan
Review the audit plan and scope of the external audit with the external auditor and
management of the Company.

3.3.7

Audit Plan Changes
Discuss with the external auditor any significant changes required in the approach or scope of
their audit plan, management’s handling of any proposed adjustments identified by the
external auditor, and any actions or inactions by management that limited or restricted the
scope of their work.

3.3.8

Review of Results
Review, in the absence of management of the Company, the results of the annual external
audit, the audit report thereon, the auditor’s review of the related MD&A, AIF, MIC and any
management letter prepared by the external auditor, and discuss with the external auditor the
quality (not just the acceptability) of accounting principles used, major risk factors, any
alternative treatments of financial information that have been discussed with management,
the ramification of their use and the auditor’s preferred treatment, and any other material
communications with management. The auditors shall confirm to the Committee that no
limitations were placed on the scope or nature of their audit procedures.

3.3.9

Disagreements with Management
Resolve any disagreements between management of the Company and the external auditor
regarding financial reporting.
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3.3.10 Material Written Communications
Review all other material written communications between the external auditor and
management of the Company, including the post-audit management letter containing the
recommendations of the external auditor, management’s response and, subsequently, follow
up identified weaknesses.
3.3.11 Other Audit Matters
Review any other matters related to the external audit that are to be communicated to the
Committee under generally accepted auditing standards.
3.3.12 Meeting with External Auditor
Meet with the external auditor in the absence of management of the Company at least annually
to discuss and review specific issues, as appropriate, as well as any significant matters that the
auditor may wish to bring to the Committee for its consideration.
3.3.13 Correspondence
Review with management of the Company and the external auditor any correspondence with
regulators or governmental agencies, employee complaints or published reports that raise
material issues regarding the Company’s consolidated financial statements or accounting
policies.
3.3.14 Independence
At least annually, and before the external auditor issues its report on the annual consolidated
financial statements, review and confirm the independence of the external auditor through
discussions with the auditor on their relationship with the Company, including details of all
non-audit services provided. Consider the safeguards implemented by the external auditor to
minimize any threats to their independence, and take action to eliminate all factors that might
impair, or be perceived to impair, the independence of the external auditor. Consider the
number of years the lead audit partner has been assigned to the Company, and consider
whether it is appropriate to recommend to the Board a policy of rotating the lead audit
partner.
3.3.15 Non-Audit/Audit Services
Pre-approve any non-audit services to be provided to the Company by the external auditor,
with reference to compatibility of the service with the external auditor’s independence.
3.3.16 Hiring Policies
Review and approve the hiring policies of the Company regarding partners, employees and
former partners and employees of the present or former external auditor.
3.3.17 Personnel
Discuss with the external auditors, the competency of the Company’s financial and accounting
personnel.
3.3.18 Management’s Comments
Review with management of the Company, the responsiveness of the auditors to the Company’s
needs.
3.4

INTERNAL AUDIT
3.4.1 Internal Audit
Review and approve management’s decision relating to any potential need for internal
auditing, including whether this function should be outsourced and if such function is
outsourced, approve the supplier of such service.

3.5

RISK MANAGEMENT
3.5.1 Adequacy of Policies and Procedures
Review and assess annually, the adequacy of the Company’s major financial risk management
policies and procedures with regard to identification of the Company’s major financial risks.
Review and assess the adequacy of the implementation of appropriate systems to mitigate and
manage the risks, and report regularly to the Board.
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3.6

COMPLIANCE
3.6.1 Filings with Regulatory Authorities
Review with management of the Company, the Company’s relationship with regulators, and the
timeliness and accuracy of Company filings with regulatory authorities.
3.6.2

3.7

Code of Ethics
Review the Board’s Code of Ethics and the Company’s Employee Code of Ethics and confirm
that adequate and effective systems are in place to enforce compliance.

COMMUNICATION
3.7.1 Communication Channels
Establish and maintain direct communication channels with management of the Company, the
external auditor and the Board to discuss and review specific issues as appropriate.
3.7.2

Coordination with Management
The Committee will coordinate with management of the Company on audit and financial
matters, and will:
•

meet privately with management of the Company at least quarterly to discuss any areas of
concern to the Committee or management; and

•

review expenses incurred by the Chair of the Board and CEO of the Company. Ensure that
the CEO reviews all expenses incurred by direct executive reports of the CEO.

3.8

RELATED PARTY TRANSACTIONS
3.8.1 Related Party Transactions
Review with management of the Company all related party transactions and the development
of policies and procedures related to those transactions.

3.9

BOARD RELATIONSHIP AND REPORTING
3.9.1 Adequacy of Charter
Review and assess the adequacy of the Audit Committee Charter annually and submit such
amendments as the Committee propose to the Board.

4.

3.9.2

Disclosure
Oversee appropriate disclosure of the Audit Committee Charter, and other information
required to be disclosed by applicable legislation, in the Company’s AIF, MD&A and MIC and all
other applicable disclosure documents.

3.9.3

Reporting
Report regularly to the Board on Committee activities, issues and related recommendations.

CHAIR

The Board will in each year appoint the Chair of its Committee. The Chair shall have accounting or related
financial expertise. In the Chair’s absence, or if the position is vacant, the Committee may select another
member as Chair. The Chair will have the right to exercise all powers of the Committee between meetings but
will attempt to involve all other members as appropriate prior to the exercise of any powers and will, in any
event, advise all other members of any decisions made or powers exercised.
5.

MEETINGS

The Committee shall meet at the request of its Chair, but in any event they will meet at least four times a year
and as many additional times as the Committee deems necessary. Notices calling meetings shall be sent to all
Committee members, to the CEO and CFO of the Company, to the Chair of the Board and to all other Directors.
The external auditor or any member of the Committee may call a meeting of the Committee.
6.

QUORUM

A majority of members of the Committee, whether present in person, by teleconferencing, or by video
conferencing will constitute a quorum.
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7.

REMOVAL AND VACANCY

A member may resign from the Committee, and may be removed and replaced at any time by the Board, and
will automatically cease to be a member as soon as the member ceases to be a Director. The Board will fill
vacancies on the Committee by appointment from amongst the Directors of the Board in accordance with
Section 2 of this Charter. Subject to quorum requirements, if a vacancy exists on the Committee, the
remaining members will exercise all the Committee’s powers.
8.

EXPERTS AND ADVISORS

The Committee may retain or appoint, at the Company’s expense, such experts and advisors as it deems
necessary to carry out its duties, and to set and pay their compensation. The Committee shall provide notice
to the Board of its actions in this regard.
9.

ORIENTATION

The Committee shall adopt an orientation program for new Committee members. All committee members are
encouraged to attend educational programs to enhance their Audit Committee membership, as they feel
appropriate, and the costs of each program will be paid by the Company.
10.

SECRETARY AND MINUTES

The Chief Financial Officer of the Company, or such other person as may be appointed by the Chair of the
Committee, will act as Secretary of the Committee. The minutes of the Committee will be in writing and duly
entered into the books of the Company. The minutes of the Committee will be circulated to all members of
the Board.
11.

OTHER ADVISORS

Subject to the prior approval of the Board, the Committee is granted the authority to investigate any matter or
activity involving financial accounting and financial reporting, as well as the internal controls of the Company.
In that regard, the Committee will have the authority to approve the retention of external professionals to
render advice and counsel in such matters. All employees will be directed to cooperate with respect thereto
as requested by members of the Committee.
12.

LIMITATION ON COMMITTEE’S DUTIES

While the Audit Committee has the responsibilities and powers set forth in this Charter, it is not the duty of
the Audit Committee to plan or conduct audits or to determine that the Company’s consolidated financial
statements and disclosures are complete and accurate and are in accordance with generally accepted
accounting principles and applicable rules and regulations.
These are the responsibilities of either
management of the Company and/or the external auditor.
In discharging their duties, each member of the Committee shall be obliged only to exercise the care, diligence
and skill that a reasonably prudent person would exercise in comparable circumstances. Nothing in this
Charter, including designating any member of the Committee as an “audit committee financial expert” is
intended, or should be determined to impose on any member of the Committee a standard of care or diligence
that is in any way more onerous or extensive than the standard to which all members of the Board are subject.
The essence of the Committee’s responsibilities is to monitor and review the activities described in this Charter
to gain reasonable assurance (but not to ensure) that such activities are being conducted properly and
effectively by the Company.
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