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MAWESTAIM

THE WESTAIM CORPORATION
NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS

NOTICE IS HEREBY GIVEN that the annual and special meeting of shareholders (the “Meeting”) of
The Westaim Corporation (the “Corporation”) will be held at the offices of Baker & McKenzie LLP,
Brookfield Place, Bay/Wellington Tower, 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3, on
Thursday, June 19, 2014 at 10:00 a.m. (Toronto time) to:

(a) receive and consider the financial statements of the Corporation for the financial year ended
December 31, 2013 together with the auditors’ report thereon;

(b) elect as directors for the forthcoming year the nominees proposed by the management of the
Corporation;
() re-appoint Deloitte LLP, Chartered Accountants, as auditors of the Corporation and authorize

the audit committee of the board of directors of the Corporation (the “Board”) to fix the
auditors’ remuneration and terms of engagement;

(d) consider and, if deemed appropriate, pass a resolution confirming, ratifying and approving the
amended and restated long-term equity incentive plan of the Corporation;

(e) consider and, if deemed appropriate, pass a resolution confirming, ratifying and approving the
incentive stock option plan of the Corporation; and

® transact such other business as may properly come before the Meeting or any adjournment(s)
thereof.

This Notice of Meeting is accompanied by a management information circular and a form of proxy (the
“Proxy Instrument”).

The record date for the determination of shareholders of the Corporation entitled to receive notice of and
to vote at the Meeting or any adjournment(s) thereof is May 10, 2014 (the “Record Date”). Shareholders
of the Corporation whose names have been entered in the register of shareholders of the Corporation at
the close of business on the Record Date will be entitled to receive notice of and to vote at the Meeting or
any adjournment(s) thereof.

A shareholder of the Corporation may attend the Meeting in person or may be represented by
proxy. Registered shareholders of the Corporation who are unable to attend the Meeting or any
adjournment(s) thereof in person are requested to date, sign and return the accompanying Proxy
Instrument for use at the Meeting or any adjournment(s) thereof.

To be effective, the enclosed Proxy Instrument must be returned to Computershare Investor Services Inc.,
Attention: Proxy Department, by mail to 8" Floor, 100 University Avenue, Toronto, Ontario, M5J 2Y1
or by fax to 1-866-249-7775/416-263-9524 to arrive not later than forty-eight (48) hours (excluding
Saturdays, Sundays and statutory holidays in the City of Toronto, Ontario) prior to the time set for the
Meeting or any adjournment(s) thereof, in default of which it may be treated as invalid.
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If you are a non-registered beneficial shareholder, a voting information form (also known as a
VIF), instead of a form of proxy, may be enclosed. You must follow the instructions provided by
your intermediary in order to vote your common shares.

DATED at Toronto, Ontario this 14™ day of May, 2014.
BY ORDER OF THE BOARD

(signed) “J. Cameron MacDonald”

J. Cameron MacDonald
Director, President and Chief Executive Officer
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THE WESTAIM CORPORATION
MANAGEMENT INFORMATION CIRCULAR

This management information circular (the “Information Circular”) is dated May 14, 2014 and is
furnished in connection with the solicitation of proxies by and on behalf of the management (the
“Management”) of The Westaim Corporation (the “Corporation”) for use at the annual and special
meeting (the “Meeting”) of shareholders of the Corporation (the “Shareholders”) to be held at the
offices of Baker & McKenzie LLP, Brookfield Place, Bay/Wellington Tower, 181 Bay Street, Suite 2100,
Toronto, Ontario M5J 2T3, on Thursday, June 19, 2014 at 10:00 a.m. (Toronto time) for the purposes set
out in the notice of meeting (the “Notice”) accompanying this Information Circular.

PARTICULARS OF MATTERS TO BE ACTED UPON
Financial Statements

The audited financial statements of the Corporation for the fiscal year ended December 31, 2013, together
with the report of the auditors thereon, and the annual management’s discussion and analysis, will be
presented to the Shareholders at the Meeting.

Election of Directors

The articles of the Corporation require a minimum of three and a maximum of fifteen directors of the
Corporation. The number of directors of the Corporation to be elected at an annual meeting of
Shareholders shall be the number of directors of the Corporation then in office unless the directors or
Shareholders by simple majority otherwise determine from time to time. The Corporation’s board of
directors (the “Board”) currently consists of five members. Accordingly, the number of directors to be
elected at the Meeting is five. Each nominee for election as a director is currently a director of the
Corporation. The present term of office of each director of the Corporation will expire at the Meeting.

Management proposes to nominate at the Meeting the persons whose names are set forth in the table
below, each to serve as a director of the Corporation until the next meeting of Shareholders at which the
election of directors is considered, or until his successor is duly elected or appointed, unless he resigns, is
removed or becomes disqualified in accordance with the Corporation’s by-laws or governing legislation.
The persons named in the accompanying form of proxy (the “Proxy Instrument”) intend to vote for the
election of such persons at the Meeting, unless otherwise directed. Management does not contemplate
that any of the nominees will be unable to serve as a director of the Corporation.

The following table and the notes thereto state the names of all persons proposed by Management to be
nominated for election as directors of the Corporation at the Meeting, their principal occupation within
the five preceding years, the period during which they have been directors of the Corporation, and their
shareholdings, which includes the number of voting securities of the Corporation beneficially owned,
directly or indirectly, or over which control or direction is exercised by each of them.

Name of Proposed Office or Principal Occupation for the Past Five Position(s) with the Common Shares
Nominee, Province and Position held Years Corporation Owned,
Country of Residence and Year Controlled or

First Elected Directed"”

a Director
Ian W. Delaney®® Director since | Mr. Delaney is an independent Director, Chairman of the 3,588,855
Ontario, Canada 1996 businessman. He is the former Chairman Board and Chair of the
of Sherritt International Corporation Corporate Governance

(“Sherritt”) (a diversified resource Committee




Name of Proposed Office or Principal Occupation for the Past Five Position(s) with the Common Shares
Nominee, Province and Position held Years Corporation Owned,
Country of Residence and Year Controlled or
First Elected Directed®
a Director

company involved in the production of

nickel, cobalt, oil and electricity, and the

development of coal as an energy

resource). Mr. Delaney also served as

director (1995-2013) and Non-Executive

Chairman (2009-2013) of Sherritt, and

was  Sherritt’s  President and Chief

Executive Officer (2009-2011), Executive

Chairman (2004-2008) and Chairman

(1995-2004).
John Gildner®®® Director since | Mr.  Gildner is an  independent Director and Chair of the 57,967
Ontario, Canada 2009 businessman. From 1983 to December Audit Committee

2008, Mr. Gildner was employed by CIBC

World Markets Inc. (an investment bank)

most recently as Managing Director and

global head of CIBC World Markets Inc.’s

equity proprietary trading group.
J. Cameron MacDonald Director since | From approximately December 1, 2000 to Director, President and 2,744,899
Ontario, Canada 2008 December 8, 2012, Mr. MacDonald was Chief Executive Officer

the President and Chief Executive Officer

of Goodwood. Since April 3, 2009, his

principal occupation has been as President

and Chief Executive Officer of the

Corporation.
Daniel P. Owen®®® Director since | Mr. Owen is the Chairman and Chief Director and Chair of the 17,472
Ontario, Canada 1996 Executive Officer of Molin Holdings HR and Compensation

Limited (a capital investment management Committee

company) and the Chairman of Heli-Lynx

Helicopter Services Inc. (a helicopter

conversions and enhancement company).
Peter H. Puccetti®® Director since | Mr. Puccetti is the Chairman and Chief Director 676,059
Ontario, Canada 2008 Investment Officer of Goodwood. Since

December 18, 2012, he has also acted as

the Chief Executive Officer of Goodwood.
Notes:
(1) The information as to the number of common shares in the capital of the Corporation (“Commeon Shares”) owned, controlled or

directed, not being within the knowledge of the Corporation, has been obtained from the System for Electronic Disclosure by Insiders
(“SEDI”) or furnished by each of the proposed directors of the Corporation individually.

2) Member of the corporate governance committee of the Board (the “Corporate Governance Committee”).
3) Member of the human resources and compensation committee of the Board (the “HR and Compensation Committee”).
4) Member of the audit committee of the Board (the “Audit Committee”).

IF ANY OF THE ABOVE NOMINEES IS FOR ANY REASON UNAVAILABLE TO SERVE AS A
DIRECTOR OF THE CORPORATION, PROXY INSTRUMENTS IN FAVOUR OF MANAGEMENT
WILL BE VOTED FOR ANOTHER NOMINEE IN THEIR DISCRETION UNLESS THE
SHAREHOLDER HAS SPECIFIED IN THE PROXY INSTRUMENT THAT HIS, HER OR ITS
COMMON SHARES ARE TO BE WITHHELD FROM VOTING IN RESPECT OF THE ELECTION

OF DIRECTORS.

Shareholders can vote or withhold from voting on the election of each director on an individual basis.
The Board has adopted a policy which requires voting with respect to the election of directors at any
meeting of Shareholders to be by individual nominee as opposed to by slate of directors, i.e. Shareholders
will be asked to vote in favour of, or withhold from voting, separately for each nominee. If with respect
to any particular nominee, the number of Common Shares withheld exceeds the number of Common
Shares voted in favour of the nominee, following the Meeting the nominee will submit his resignation to
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the Corporate Governance Committee. The Corporate Governance Committee shall then make a
recommendation to the Board with respect to whether or not to accept the resignation. After reviewing
the matter and not later than 90 days following the Meeting, the Board will accept or reject the resignation
and will advise Shareholders of its decision by press release. The nominee will not participate in the
discussions respecting the decision to accept or reject the resignation. If the Board accepts the
resignation, it may appoint a new director to fill the vacancy.

Cease Trade Orders, Bankruptcies, Penalties or Sanctions

To the knowledge of the Corporation, no proposed director is, as at the date of this Information Circular,
or has been, within ten years before the date of this Information Circular, a director, Chief Executive
Officer or Chief Financial Officer of any company (including the Corporation) that:

(a) was the subject of a cease trade order, an order similar to a cease trade order or an order
that denied the relevant company access to any exemptions under Canadian securities
legislation that was in effect for a period of more than 30 consecutive days (an “order”),
that was issued while the proposed director was acting in the capacity as director, Chief
Executive Officer or Chief Financial Officer; or

(b) was subject to an order that was issued after the proposed director ceased to be a director,
Chief Executive Officer or Chief Financial Officer and which resulted from an event that
occurred while that person was acting in the capacity as director, Chief Executive Officer
or Chief Financial Officer.

To the knowledge of the Corporation, no proposed director:

(a) is, as at the date of this Information Circular, or has been within the ten years before the
date of this Information Circular, a director or executive officer of any company
(including the Corporation) that, while that person was acting in that capacity, or within a
year of that person ceasing to act in that capacity, became bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency or was subject to or instituted
any proceedings, arrangement or compromise with creditors or had a receiver, receiver
manager or trustee appointed to hold its assets; or

(b) has, within the ten years before the date of this Information Circular, become bankrupt,
made a proposal under any legislation relating to bankruptcy or insolvency, or become
subject to or instituted any proceedings, arrangement or compromise with creditors, or
had a receiver, receiver manager or trustee appointed to hold the assets of the proposed
director.

To the knowledge of the Corporation, no proposed director has been subject to:

(a) any penalties or sanctions imposed by a court relating to securities legislation or by a
securities regulatory authority or has entered into a settlement agreement with a securities
regulatory authority; or

(b) any other penalties or sanctions imposed by a court or regulatory body that would likely
be considered important to a reasonable securityholder in deciding whether to vote for a
proposed director.



Appointment of Auditors

Shareholders will be requested to re-appoint Deloitte LLP, Chartered Accountants, as auditors of the
Corporation to hold office until the next annual meeting of Shareholders, and to authorize the Audit
Committee to fix the auditors’ remuneration and the terms of their engagement. Deloitte LLP, Chartered
Accountants, was first appointed auditors of the Corporation on May 7, 1996.

Approval of Incentive Plan

On September 4, 2012, the Corporation sold all of the issued and outstanding shares of JEVCO Insurance
Company (“Jevco”), a wholly-owned subsidiary of the Corporation, to 8181047 Canada Inc., a wholly-
owned subsidiary of Intact Financial Corporation (the “Jevco Tramsaction”). Jevco was the
Corporation’s sole operating business. Following the completion of the Jevco Transaction, the
Corporation effected a cash distribution by way of a return of capital on the Common Shares of $0.75 per
Common Share (the “Cash Distribution”). The Cash Distribution represented substantially all of the net
proceeds realized from the Jevco Transaction. In anticipation of making the Cash Distribution, the
Corporation made application to list its Common Shares on the TSX Venture Exchange (the “TSXV”)
and also applied to voluntarily de-list from the Toronto Stock Exchange.

Effective January 9, 2013, the Common Shares began trading on the TSXV. It was a condition to such
listing that the Corporation amend its existing long-term equity incentive plan to comply with the various
requirements of the TSXV Corporate Finance Manual. The amended and restated long-term equity
incentive plan (the “Prior Incentive Plan”) was approved by the Board on December 20, 2012 and by the
Shareholders at the annual and special meeting of Shareholders which took place on April 8, 2013.

Summary of Changes to the Incentive Plan

At the time the Common Shares were initially listed and posted for trading on the TSXV, the policies of
the TSXV limited the share based compensation arrangements of its listed issuers to stock options
(“Options™) and cash-settled deferred share units (“DSUs”). However, the TSXV has recently begun to
permit issuers to provide a broader range of share-based compensation awards, subject to certain
conditions. In particular, the TSXV now permits issuers to grant share-based awards in addition to
Options and cash-settled DSUs, provided that (i) Options are granted under a plan separate and apart from
the plan governing the other share-based awards, (ii) the plan providing for share-based awards other than
Options must specify a fixed maximum number of shares issuable under such plan rather than a rolling
percentage of the issued and outstanding shares, and (iii) the fixed maximum number of shares issuable
under the non-Option plan must not be greater than 10% of the issuer’s issued and outstanding shares. In
light of the foregoing, on May 14, 2014, the Board further amended and restated the Prior Incentive Plan
(the “Incentive Plan”) to be substantially similar to the long-term equity incentive plan of the
Corporation which was in place prior to the Common Shares being listed on the TSXV, save and except
for the following:

o the Incentive Plan does not permit Options to be granted thereunder. Any Options granted by the
Corporation shall be governed by the Option Plan (as defined below);

o the “Market Price” as at any date shall mean the last closing price of the Common Shares on the
TSXYV on the last trading day immediately preceding the relevant date;

e the aggregate number of Common Shares to be reserved for issuance upon the exercise or
redemption of all awards granted under the Incentive Plan (“Awards”) shall not exceed
1,390,250 (provided that, in the event that the acquisition by Westaim HIIG Limited Partnership
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of approximately 70.8% of the outstanding shares of common stock of Houston International
Insurance Group, Ltd. and the related issuance by the Corporation of approximately 56.5 million
Common Shares in connection therewith (collectively, the “HIIG Acquistition) has been
completed, such number shall be 7,042,150) or such number as may be approved by the TSXV
and the Shareholders from time to time; and

e under no circumstances can the Incentive Plan, together with all other security-based
compensation arrangements of the Corporation (including the Option Plan), result, at any time, in
the number of Common Shares issuable exceeding 10% of the issued and outstanding Common
Shares.

A summary of the terms of the Incentive Plan appears below under “Security Based Compensation
Arrangements — Summary of Terms and Conditions of the Incentive Plan”. The information related to the
Incentive Plan in this Information Circular is intended as a summary only and is qualified in its entirety
by reference to the Incentive Plan which is attached as Appendix “A” hereto. A blacklined comparison of
the Incentive Plan to the Prior Incentive Plan is attached as Appendix “B” hereto.

Incentive Plan Resolution

At the Meeting, Shareholders will be asked to consider, and, if deemed appropriate, approve, with or
without variation, a resolution (the “Incentive Plan Resolution) confirming, ratifying and approving the
adoption of the Incentive Plan by the Board. The text of the Incentive Plan Resolution is as follows:

“BE IT RESOLVED, AS AN ORDINARY RESOLUTION, THAT:

1. the amended and restated long-term equity incentive plan of The Westaim Corporation (the
“Corporation”) attached as Appendix “A” to the Corporation’s management information circular
dated May 14, 2014 (the “Incentive Plan”), which was approved by the board of directors of the
Corporation on May 14, 2014, be and is hereby confirmed, ratified and approved,

2. that number of common shares in the capital of the Corporation that are issuable pursuant to the
Incentive Plan are hereby allotted, set aside and reserved for issuance pursuant thereto; and

3. any one director or officer of the Corporation is hereby authorized and directed, acting for, in the
name of and on behalf of the Corporation, to execute or cause to be executed, under the seal of
the Corporation or otherwise, and to deliver or to cause to be delivered, all such other documents
and instruments, and to do or cause to be done all other such acts and things, as in the opinion of
such director or officer of the Corporation may be necessary or desirable to carry out the intent of
the foregoing resolutions, such necessity to be conclusively evidenced by the execution and
delivery of any such documents or instruments or the taking of any such actions.”

In the absence of contrary instructions, the Management nominees named as proxyholders in the
enclosed Proxy Instrument intend to vote FOR the Incentive Plan Resolution. The Incentive Plan
Resolution must be approved by the affirmative vote of at least a majority of the votes cast by
Shareholders present in person or represented by proxy at the Meeting other than votes attaching to
Common Shares owned by insiders and their associates to whom Awards may be granted pursuant to the
Incentive Plan.



Approval of Option Plan

As noted above, pursuant to requirements of the TSXV, Option grants must be dealt with in a stand-alone
plan separate from all other security-based compensation arrangements of the Corporation, including the
Incentive Plan. Accordingly, on May 14, 2014, the Board adopted an incentive stock option plan (the
“Option Plan”) to govern all future Option grants by the Board.

Purpose

Similar to the Incentive Plan, the Option Plan is intended to advance the interests of the Corporation and
its affiliates by: (a) attracting, rewarding and retaining highly competent persons as directors, officers,
employees and consultants of the Corporation; (b) providing additional incentives to such persons by
aligning their interests with those of the Shareholders; and (c) promoting the success of the Corporation’s
business.

Administration of the Option Plan

The Option Plan will be administered by the Board which has the power, subject to the specific
provisions of the Option Plan to, among other things: (a) establish policies, rules and regulations for
carrying out the purposes, provisions and administration of the Option Plan; (b) interpret, construe and
determine all questions arising out of the Option Plan and any Option; (c) determine those persons
considered Eligible Persons (being directors, officers, employees, consultants, management company
employees and any other service providers of the Corporation or its affiliates); (d) determine the exercise
criteria, price at which Common Shares may be purchased under an Option (the “Option Price”)
(provided it not be less than the Market Price on the date of the grant) and whether the Common Shares
that are subject to an Option will be subject to any restrictions upon the exercise thereof; (e) prescribe the
form of the instruments or Option agreements relating to the grant, exercise and other terms of the
Options; (f) correct any defect or omission, or reconcile any inconsistency in the Option Plan and any
Option agreement; (g) authorize withholding arrangements; and (h) take all other actions necessary or
advisable for administering the Option Plan. The Board may, from time to time, delegate the
administration of all or any part of the Option Plan to a committee of the Board and shall determine the
scope of and may revoke or amend such delegation.

Description of Options
Pursuant to the Option Plan, the Corporation is authorized to award Options to Eligible Persons.

An Option is a right to purchase a Common Share for a fixed exercise price. Options shall be for a fixed
term and exercisable from time to time as determined in the discretion of the Board, provided that no
Option shall have a term exceeding ten years. Except where not permitted by the TSXV, if an Option
expires during a black-out period or within ten business days thereof, its term will be extended to the date
which is ten business days following the end of such period.

The number of Common Shares subject to each Option, the Option Price, the expiration date of each
Option, the extent to which each Option is exercisable from time to time during the term of the Option
and other terms and conditions relating to each such Option shall be determined by the Board. If no
specific determination is made by the Board, the term of the Option shall be ten years, the Option Price
shall be the Market Price of the Common Shares on the date of the grant and the Options shall vest on the
anniversary of their date of grant in equal instalments over a three year period.
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The Option Price shall in no circumstances be lower than the greater of: (i) the price permitted by the
TSXV; (ii) the price permitted by any other regulatory body having jurisdiction; and (iii) the Market
Price.

Rolling Plan

The aggregate number of Common Shares to be reserved for issuance upon the exercise of all Options
granted under the Option Plan (together with all Common Shares issuable pursuant to each other equity
compensation plan of the Corporation, including the Incentive Plan) shall not exceed 10% of the issued
and outstanding Common Shares at the time of granting of Options.

Restrictions on Options

The Option Plan contains limits on the maximum number of Options that may be issued to any single
Eligible Person, including the following:

e 1o Eligible Person may be granted Options to acquire more than 5% of the issued and outstanding
Common Shares (on a non-diluted basis) in any 12-month period unless the Corporation has
obtained disinterested shareholder approval in connection therewith;

e 1o consultant may be granted Options to acquire more than 2% of the issued and outstanding
Common Shares (on a non-diluted basis) in any 12-month period; and

o the aggregate number of Options granted to Eligible Persons retained to provide investor relations
activities shall not exceed 2% of the issued and outstanding Common Shares (on a non-diluted
basis) in any 12-month period.

In addition to the restrictions on Options noted above, the aggregate number of Common Shares issuable
to insiders within any one year period under the Option Plan, together with any other security-based
compensation arrangement, cannot exceed 10% of the outstanding Common Shares (on a non-diluted
basis).

Substitute Options

Subject to TSXV approval, the Board may grant Options under the Option Plan in substitution for stock
options held by employees, directors, consultants or advisors of another company (an “Acquired
Company”). in connection with a merger, consolidation or similar transaction involving such Acquired
Company and the Corporation (or an affiliate thereof) or the acquisition by the Corporation (or an affiliate
thereof) of property or stock of the Acquired Company.

Other Material Terms
The Option Plan contains similar termination, adjustment, change of control (“CoC”), acceleration and
amendment provisions as the Incentive Plan. See “Security Based Compensation Arrangements —

Summary of Terms and Conditions of the Incentive Plan™ for a summary of such provisions.

The information related to the Option Plan in this Information Circular is intended as a summary only and
is qualified in its entirety by reference to the Option Plan which is attached as Appendix “C” hereto.



Option Plan Resolution

At the Meeting, Shareholders will be asked to consider, and, if deemed appropriate, approve, with or
without variation, a resolution (the “Option Plan Resolution) confirming, ratifying and approving the
adoption of the Option Plan by the Board. The text of the Option Plan Resolution is as follows:

“BE IT RESOLVED, AS AN ORDINARY RESOLUTION, THAT:

1. the incentive stock option plan of The Westaim Corporation (the “Corporation”) attached as
Appendix “C” to the Corporation’s management information circular dated May 14, 2014 (the
“Option Plan”), which was approved by the board of directors of the Corporation on May 14,
2014, be and is hereby confirmed, ratified and approved;

2. that number of common shares in the capital of the Corporation that are issuable pursuant to the
Option Plan are hereby allotted, set aside and reserved for issuance pursuant thereto; and

3. any one director or officer of the Corporation is hereby authorized and directed, acting for, in the
name of and on behalf of the Corporation, to execute or cause to be executed, under the seal of
the Corporation or otherwise, and to deliver or to cause to be delivered, all such other documents
and instruments, and to do or cause to be done all other such acts and things, as in the opinion of
such director or officer of the Corporation may be necessary or desirable to carry out the intent of
the foregoing resolutions, such necessity to be conclusively evidenced by the execution and
delivery of any such documents or instruments or the taking of any such actions.”

In the absence of contrary instructions, the Management nominees named as proxyholders in the
enclosed Proxy Instrument intend to vote FOR the Option Plan Resolution. The Option Plan
Resolution must be approved by the affirmative vote of at least a majority of the votes cast by
Shareholders present in person or represented by proxy at the Meeting.

GENERAL STATUTORY INFORMATION
Solicitation of Proxies

Solicitation of proxies for the Meeting will be primarily by mail, the cost of which will be borne by the
Corporation. Proxies may also be solicited personally by employees of the Corporation at nominal cost to
the Corporation. In some instances, the Corporation has distributed copies of the Notice, the Information
Circular, and the Proxy Instrument (collectively, the “Documents”) to clearing agencies, securities
dealers, banks and trust companies, or their nominees (collectively “Intermediaries”, and each an
“Intermediary”) for onward distribution to Shareholders whose Common Shares are held by or in the
custody of those Intermediaries (“Non-registered Shareholders”). The Intermediaries are required to
forward the Documents to Non-registered Shareholders.

Solicitation of proxies from Non-registered Shareholders will be carried out by Intermediaries, or by the
Corporation if the names and addresses of Non-registered Shareholders are provided by the
Intermediaries.

Non-registered Shareholders who have received the Documents from their Intermediary should follow the
directions of their Intermediary with respect to the procedure to be followed for voting at the Meeting.
Generally, Non-registered Shareholders will either:
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(a) be provided with a form of proxy executed by the Intermediary but otherwise
uncompleted. The Non-registered Shareholder may complete the proxy and return it
directly to the Corporation’s registrar and transfer agent, Computershare Investor
Services Inc.; or

(b) be provided with a request for voting instructions. The Intermediary is required to send
the Corporation an executed form of proxy completed in accordance with any voting
instructions received by the Intermediary.

If you are a Non-registered Shareholder, and the Corporation or its agent has sent these materials directly
to you, your name and address and information about your holdings of securities have been obtained from
your Intermediary in accordance with applicable securities regulatory requirements. By choosing to send
the Documents to you directly, the Corporation (and not your Intermediary) has assumed responsibility
for (i) delivering the Documents to you, and (ii) executing your proper voting instructions. Please return
your voting instructions as specified in the request for voting instructions.

Appointment of Proxy

The persons named in the enclosed Proxy Instrument are directors and/or officers of the Corporation.
SHAREHOLDERS HAVE THE RIGHT TO APPOINT A PERSON TO REPRESENT HIM, HER
OR IT AT THE MEETING OTHER THAN THE PERSON|S] DESIGNATED IN THE PROXY
INSTRUMENT either by striking out the names of the persons designated in the Proxy Instrument and
by inserting the name of the person or company to be appointed in the space provided in the Proxy
Instrument or by completing another proper form of proxy and, in either case, delivering the completed
proxy to Computershare Investor Services Inc., Attention: Proxy Department, by mail to 8" Floor, 100
University Avenue, Toronto, Ontario, M5J 2Y1 or by fax to 1-866-249-7775/416-263-9524 to arrive at
least forty-eight (48) hours (excluding Saturdays, Sundays and statutory holidays in the Province of
Ontario) prior to the commencement of the Meeting or any adjournment(s) thereof, in default of which
they may be treated as invalid.

Revocation of Proxy

A Shareholder who has given a proxy pursuant to this solicitation may revoke it at any time up to and
including the second last business day preceding the day of the Meeting or any adjournment(s) thereof at
which the proxy is to be used:

(a) by an instrument in writing executed by the Shareholder or by his, her or its attorney
authorized in writing and either delivered to the attention of the Corporate Secretary of
the Corporation c/o Computershare Investor Services Inc., 8" Floor, 100 University
Avenue, Toronto, Ontario, M5J 2Y1;

(b) by delivering written notice of such revocation to the chairman of the Meeting prior to
the commencement of the Meeting on the day of the Meeting or any adjournment(s)
thereof, or

(© in any other manner permitted by law.

Voting of Proxies and Discretion Thereof

Common Shares represented by properly executed proxies in favour of persons designated in the printed
portion of the enclosed Proxy Instrument WILL, UNLESS OTHERWISE INDICATED, BE VOTED
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FOR THE ELECTION OF DIRECTORS, FOR THE RE-APPOINTMENT OF DELOITTE LLP,
CHARTERED ACCOUNTANTS, AS THE AUDITORS OF THE CORPORATION AND FOR
THE AUTHORIZATION OF THE AUDIT COMMITTEE TO FIX AUDITORS’
REMUNERATION AND TERMS OF ENGAGEMENT, FOR THE APPROVAL OF THE
INCENTIVE PLAN AND FOR THE APPROVAL OF THE OPTION PLAN, ALL AS STATED
UNDER THOSE HEADINGS IN THIS INFORMATION CIRCULAR. The Common Shares
represented by the Proxy Instrument will be voted or withheld from voting in accordance with the
instructions of the Shareholder on any ballot that may be called for and, if the Shareholder specifies a
choice with respect to any matter to be acted upon, the Common Shares will be voted accordingly. The
enclosed Proxy Instrument confers discretionary authority on the persons named therein with respect to
amendments or variations to matters identified in the Notice or other matters which may properly come
before the Meeting. At the date of this Information Circular, Management of the Corporation knows of
no such amendments, variations or other matters to come before the Meeting. However, if other matters
properly come before the Meeting, it is the intention of the persons named in the enclosed Proxy
Instrument to vote such proxy according to their best judgement.

Voting Securities and Principal Holders Thereof

The voting securities of the Corporation consist of an unlimited number of Common Shares. The
Corporation is also authorized to issue an unlimited number of Class A preferred shares, issuable in
series, and an unlimited number of Class B preferred shares, issuable in series. On February 26, 2010, the
Corporation filed articles of amendment to create a series of Class A preferred shares designated as Series
1 Class A non-voting, participating, convertible preferred shares (the “Non-Voting Shares”). Any holder
of Non-Voting Shares may convert any or all Non-Voting Shares held by such holder into Common
Shares based on the then applicable exercise number which at the date hereof is one Common Share for
each Non-Voting Share. As of the Record Date (as defined below), the Corporation had issued and
outstanding 13,902,937 Common Shares. There are no Non-Voting Shares issued and outstanding.

The close of business on May 10, 2014 has been fixed as the record date (the “Record Date”) for the
determination of Shareholders entitled to receive notice of the Meeting and any adjournment(s) thereof.
Accordingly, only Shareholders of record on the Record Date are entitled to vote at the Meeting or any
adjournment(s) thereof.

Each Shareholder is entitled to one vote on all matters that come before the Meeting for each Common
Share shown as registered in his, her or its name on the list of Sharecholders which is available for
inspection during usual business hours at Computershare Investor Services Inc., 600, 530-8™ Avenue
S.W., Calgary, Alberta, T2P 3S8 and at the Meeting. The list of Shareholders will be prepared not later
than ten days after the Record Date. If a person has acquired ownership of Common Shares since that
date, he, she or it may establish such ownership and demand, not later than ten days before the Meeting,
that his, her or its name be included in the list of Shareholders.

The following table sets forth the names of each person who, to the knowledge of the directors and
officers of the Corporation, beneficially owns or exercises control over, directly or indirectly, more than
10% of the outstanding voting securities of the Corporation, as well as the number and percentage of
outstanding voting securities so owned, controlled or directed by each such person:

Name Number of Voting Securities Percentage of Outstanding Voting Securities
Ian W. Delaney 3,588,855 Common Shares 25.8%
J. Cameron MacDonald 2,744,899 Common Shares 19.7%

There are no cumulative or similar voting rights attached to the Common Shares.
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INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS

There is no indebtedness outstanding of any current or former director, executive officer or employee of
the Corporation or any of its subsidiaries which is owing to the Corporation or any of its subsidiaries or to
another entity which is the subject of a guarantee, support agreement, letter of credit or other similar
arrangement or understanding provided by the Corporation or any of its subsidiaries, entered into in
connection with a purchase of securities or otherwise.

No individual who is, or at any time during the most recently completed financial year of the Corporation
was, a director or executive officer of the Corporation, no proposed nominee for election as a director of
the Corporation and no associate of such person:

(a) is or at any time since the beginning of the most recently completed financial year of the
Corporation has been, indebted to the Corporation or any of its subsidiaries; or

(b) whose indebtedness to another person is, or at any time since the beginning of the most
recently completed financial year of the Corporation has been, the subject of a guarantee,
support agreement, letter of credit or other similar arrangement or understanding
provided by the Corporation or any of its subsidiaries, whether in relation to a securities
purchase program or other program or otherwise.

SECURITY BASED COMPENSATION ARRANGEMENTS
Equity Compensation Plan Information

The following table sets out information as of December 31, 2013 with respect to the Corporation’s 1996
Employee and Director Stock Option Plan (the “1996 Plan”) and the Prior Incentive Plan.

Number of securities to be Weighted-average exercise Number of securities remaining
issued upon exercise of price of outstanding options, available for future issuance
outstanding options, warrants warrants and rights under equity compensation
and rights plans (excluding securities
reflected in column (a))
Plan Category (a) (b) (c)
Equity compensation plans - 1,384,293
approved by securityholders
1996 Plan 6,000 $165.251
Prior Incentive Plan -
Equity compensation plans -
not approved by
securityholders
TOTAL 6,000 $165.25"" 1,384,293
Note:
(1) The number of Options issued and outstanding under the 1996 Plan, as well as the weighted-average exercise price of such

outstanding Options, was adjusted to reflect the consolidation of all of the Common Shares on the basis of fifty pre-consolidation
Common Shares for every one post-consolidation Common Share, which occurred on October 1, 2013 (the “Consolidation”).

As of the date hereof, there are a total of 6,000 Options outstanding (all of which were granted pursuant to
the 1996 Plan) representing approximately 0.043% of the issued and outstanding Common Shares. In
addition, there are 113,200 DSUs outstanding pursuant to the Prior Incentive Plan. These DSUs are
redeemable in cash only and are not exercisable to acquire Common Shares. There are 1,384,293
Common Shares available for issuance under the Prior Incentive Plan, representing approximately 9.9%
of the issued and outstanding Common Shares. In the event that the Incentive Plan Resolution is
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approved, there will be an aggregate of 1,390,250 Common Shares available for issuance under the
Incentive Plan (6,928,950 Common Shares in the event that the HIIG Acquisition is completed)

Summary of Terms and Conditions of the Incentive Plan
Background Information

On May 12, 2010, the Shareholders approved the adoption of the Prior Incentive Plan which was
designed to combine the Corporation’s 1996 Plan, the Directors and Officers Share Purchase Program
(the “D&O Share Program”), the Restricted Share Unit Plan (the “RSU Plan”) and the 2001 Deferred
Share Unit Plan (the “DSU Plan”, and together with the 1996 Plan, the D&O Share Program and the RSU
Plan, the “Prior Plans”). While all equity compensation awards will be made by the Board pursuant to
the Prior Incentive Plan, all awards made pursuant to the Prior Plans have remained outstanding and
governed by the terms of the applicable Prior Plan and any applicable award agreement pursuant to which
they were granted.

Purpose of the Incentive Plan

In addition to streamlining the administration of the Prior Plans, the purpose of the Incentive Plan is to
advance the interests of the Corporation and its affiliates by: (a) attracting, rewarding and retaining highly
competent persons as directors, officers, employees and consultants of the Corporation; (b) providing
additional incentives to such persons by aligning their interests with those of the Shareholders; and (c)
promoting the success of the Corporation’s business.

Administration of the Incentive Plan

The Incentive Plan will be administered by the Board which has the power, subject to the specific
provisions of the Incentive Plan to, among other things: (a) establish policies, rules and regulations for
carrying out the purposes, provisions and administration of the Incentive Plan; (b) interpret, construe and
determine all questions arising out of the Incentive Plan and any Award; (c) determine those persons
considered Eligible Persons; (d) grant and determine the number of Awards; (e¢) determine the exercise
criteria, Option Price of a stock appreciation right (a “SAR”) (provided it not be less than the Market
Price on the date of the grant), time when Awards will be exercisable or redeemable and whether the
Common Shares that are subject to an Award will be subject to any restrictions upon the exercise or
redemption thereof; (f) prescribe the form of the instruments or award agreements relating to the Awards;
(g) correct any defect or omission, or reconcile any inconsistency in the Incentive Plan and any award
agreement; (h) authorize withholding arrangements; and (i) take all other actions necessary or advisable
for administering the Incentive Plan. The Board may, from time to time, delegate the administration of all
or any part of the Incentive Plan to a committee of the Board and shall determine the scope of and may
revoke or amend such delegation.

Eligible Persons

The Incentive Plan authorizes the Board (or a committee of the Board if so authorized by the Board) to
grant Awards to “Eligible Persons”. Eligible Persons who have received Awards are referred to herein as
“Participants”.

Description of Awards

Pursuant to the Incentive Plan, the Corporation is authorized to award SARs, DSUs, RSUs and other
share-based awards (each an “Award”) to Eligible Persons, which may be settled in shares issued from
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treasury, or in cash. The Incentive Plan also gives the Board discretion to make other equity incentive
awards, subject the approval of the TSXV.

(a) SARs

A SAR is a right to receive a cash payment equal to the difference between the Option Price and the
Market Price of a Common Share on the date of exercise (the “SAR Amount”). A SAR may be granted
in relation to an Option or on a stand-alone basis. SARs granted in relation to an Option shall be
exercisable only at the same time, by the same persons and to the same extent, that the related Option is
exercisable. SARs granted on a stand-alone basis shall be granted on such terms as shall be determined
by the Board and set out in the Award agreement, provided that the Option Price shall not be less than the
Market Price of the Common Shares on the date of grant. SARs may be settled in cash or (at the election
of the Corporation) Common Shares with an aggregate Market Price equal to the SAR Amount.

(©) RSUs

An RSU is a right to receive a Common Share issued from treasury or, at the option of the Corporation or,
if applicable, the Participant, a cash payment equal to the Market Price of a Common Share redeemable
after the passage of time, the achievement of performance targets or both. RSUs shall be granted on
terms determined by the Board based on its assessment, for each Participant, of the current and potential
contribution of such person to the success of the Corporation. The Board shall determine the effective
date of the grant and the number of RSUs granted. The Board shall also determine the applicable grant
period, the vesting terms and the exercise criteria of each RSU.

(d  DSUs

A DSU is a right, redeemable only after the Participant has ceased to hold all positions with the
Corporation or has otherwise ceased to be an Eligible Person, to a cash payment equal to the Market Price
of a Common Share on the termination date of a Participant or, if applicable, to one fully paid and non-
assessable Share issued from treasury. Participants have no right or ability to exercise, receive or
otherwise demand payment of the value of DSUs granted to them prior to ceasing to hold all positions
with the Corporation or to otherwise cease to be an Eligible Person.

(e) All Awards and Other Awards

Awards may be granted alone, in addition to, or in tandem with any other Award or any award granted
under another plan of the Corporation or an affiliate. Awards granted in addition to or in tandem with
other Awards may be granted either at the same time or at different times. The date of grant, the number
of Common Shares, the vesting period and any other terms and conditions of Awards granted pursuant to
the Incentive Plan are to be determined by the Board, subject to the express provisions of the Incentive
Plan.

The Board may also grant other share-based awards to Eligible Persons pursuant to the Incentive Plan.
All such awards shall be granted on terms determined by the Board and shall be subject to the approval of
the TSXV, if required.

Share Purchase Program
The Board may institute a share purchase program (the “SPP”) for designated Eligible Persons (each a

“SPP Eligible Person”). Pursuant to the SPP, the Board could grant to each SPP Eligible Person one
Option and/or one SAR for each Common Share purchased by such person up to a maximum number of
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Options and/or SARs for each Eligible Person as may be determined from time to time by the Board.
Any such Options for SPP Eligible Persons will be granted under and governed by the Option Plan.

Restrictions on Awards

The aggregate number of Common Shares issuable to insiders of the Corporation within any one year
period under the Incentive Plan, together with any other security-based compensation arrangement,
cannot exceed 10% of the outstanding Common Shares (on a non-diluted basis). Furthermore, the
aggregate number of Common Shares issuable at any time under the Incentive Plan, together with any
other security-based compensation arrangement, cannot exceed 10% of the outstanding Common Shares
(on a non-diluted basis).

Substitute Awards

Subject to TSXV approval, the Board may grant Awards under the Incentive Plan in substitution for share
and share-based awards held by employees, directors, consultants or advisors of an Acquired Company in
connection with a merger, consolidation or similar transaction involving such Acquired Company and the
Corporation (or an affiliate thereof) or the acquisition by the Corporation (or an affiliate thereof) of
property or stock of the Acquired Company.

Termination

Subject to the provisions of the Incentive Plan and any express resolution passed by the Board, all
Awards, and all rights to acquire Common Shares pursuant thereto, granted to a Participant shall expire
and terminate immediately upon such person’s termination date. If, however, before the expiry of an
Award, a Participant ceases to be an Eligible Person for any reason, other than termination by the
Corporation for cause, such Award may be exercised or redeemed, as applicable, by the holder thereof at
any time within 90 days following their termination date or, if the person is deceased, at any time within
six months following his or her death. In any event, the exercise or redemption of an Award must occur
prior to any applicable expiry date. In addition, an Award is only exercisable or redeemable to the extent
that the Participant was otherwise entitled to exercise or redeem the Award unless otherwise determined
by the Board. If a Participant is terminated for cause, all unexercised or unredeemed Awards (vested or
unvested) shall be terminated immediately.

Adjustments

If a formal bid for the Common Shares is made (an “Offer”), all Common Shares subject to outstanding
Awards not then exercisable or redeemable shall become exercisable or redeemable and a Participant
shall be entitled to exercise or redeem all or any part of the Award and tender the Common Shares
acquired into the Offer. In the event of any stock dividend, stock split, combination or exchange of
shares, merger, amalgamation, acquisition, divestiture, consolidation, spin-off or other distribution (other
than normal cash dividends) of the Corporation’s assets to Shareholders, or any other change in the
capital of the Corporation affecting Common Shares, the Board will, subject to TSXV approval, make
such proportionate adjustments, if any, to outstanding Awards as the Board in its discretion may deem
appropriate to reflect such change.

Change of Control
In the event of a CoC of the Corporation or of an affiliate of which a Participant is an employee, with

respect to all RSU grants, SARs and DSUs that are outstanding for such Participant on the date of the
CoC (the “CoC Date”), (i) all vesting criteria and exercise criteria, if any, applicable to such RSUs, SARs



-15 -

and DSUs shall be deemed to have been satisfied as of the CoC Date; and (ii) except as may be otherwise
provided under the terms of any other employee benefit plan approved by the Board, each Participant who
has received any such RSU grants or SARs shall be entitled to receive, in full settlement of such RSU
grants or SARs, a cash payment equal (A) in the case of a RSU, the Special Value (as defined herein); and
(B) in the case of a SAR, the difference between the Special Value and the Option Price in respect of such
SAR, in each case, payable on the date which is ten business days following the CoC Date. In the event
of a CoC, the right of a Participant to receive a payment in respect of a DSU will not be triggered prior to
such Participant’s termination date. As used herein, the term “Special Value” means (i) if any Common
Shares are sold as part of the transaction constituting the CoC, the weighted average of the prices paid for
such shares by the acquirer, provided that if any portion of the consideration is paid in property other than
cash, then the Board shall determine the fair market value of such property for purposes of determining
the Special Value; and (ii) if no Common Shares are sold, the Market Price of a Common Share on the
day immediately preceding the date of the CoC.

Acceleration of Awards

Notwithstanding any other provision of the Incentive Plan, the Board may at any time give notice to
Participants advising that their respective Awards (other than a DSU) are all immediately exercisable or
redeemable and may be exercised or redeemed only within 30 days of such notice or such other period as
determined by the Board and will otherwise terminate at the expiration of such period.

Amendment Procedure

The Incentive Plan contains a formal amendment procedure. The Board may amend certain terms of the
Incentive Plan without requiring the approval of the Shareholders, unless specifically required by the
TSXV. Amendments not requiring Shareholder approval include, without limitation: (a) altering,
extending or accelerating Award vesting terms and conditions; (b) amending the termination provisions of
an Award; (c) determining adjustments pursuant to the provisions of the Incentive Plan concerning
corporate changes; (d) amending the definitions contained in the Incentive Plan; (¢) amending or
modifying the mechanics of exercising or redeeming Awards; (f) amending provisions relating to the
administration of the Incentive Plan; (h) making “housekeeping” amendments, such as those necessary to
cure errors or ambiguities contained in the Incentive Plan; (g) effecting amendments necessary to comply
with the provisions of applicable laws; and (h) suspending or terminating the Incentive Plan.

The Incentive Plan specifically provides that the following amendments require Shareholder approval: (a)
increasing the number of Common Shares issuable under the Incentive Plan, except by operation of the
maximum number of Common Shares issuable; (b) amending the Incentive Plan if such amendment could
result in the aggregate number of Common Shares issued to insiders within any one year period or
issuable to insiders at any time under the Incentive Plan, together with any other security-based
compensation arrangement, exceeding 10% of the outstanding Common Shares; (¢) amending the class of
Eligible Persons which would have the potential of broadening or increasing participation in the Incentive
Plan by insiders; (d) amending the formal amendment procedures of the Incentive Plan; and (g) making
any amendments to the Incentive Plan required to be approved by the Shareholders under applicable law.

Other Terms
Except as provided or with the consent of the Corporation and any applicable regulatory authority, all

Awards under the Incentive Plan will be non-assignable. No financial assistance is to be provided to any
Eligible Person to facilitate the purchase of Common Shares under the Incentive Plan.
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The information related to the Incentive Plan in this Information Circular is intended as a summary only
and is qualified in its entirety by reference to the Incentive Plan which is attached as Appendix “A”
hereto.

STATEMENT OF EXECUTIVE COMPENSATION
Management Services Agreement

Prior to September 4, 2012, the Corporation was party to a management services agreement with
Goodwood Management Inc. (“Goodwood Management”) dated April 3, 2009, as amended and restated
by agreements dated March 29, 2010 and May 11, 2011 (the “Management Agreement”). Under the
Management Agreement, Goodwood Management agreed to manage the day-to-day affairs of the
Corporation and to present strategic investment opportunities to the Board for its consideration. Pursuant
to the Management Agreement, Goodwood Management agreed to provide the services of J. Cameron
MacDonald as a director and as President and Chief Executive Officer of the Corporation, Peter H.
Puccetti as a director of the Corporation, and the services of an individual to fill the office of Chief
Financial Officer of the Corporation.

Compensation Advisor

No compensation consultant or advisor has been retained to assist the Board or the Compensation
Committee in determining compensation for any of the Corporation’s directors or executive officers for
each of the two most recently completed financial years of the Corporation.

Compensation Discussion and Analysis

Prior to the completion of the Jevco Transaction, the Corporation (through Jevco) was actively engaged in
the property and casualty insurance industry in Canada. Since the completion of the Jevco Transaction,
the Corporation’s strategy has been to identify, investigate, pursue and ultimately complete the
acquisition of one or more investment opportunities.

Prior to the completion of the Jevco Transaction, the Corporation’s compensation program was designed
to provide its executives and directors with a competitive compensation package having regard to their
respective responsibilities and performance. Performance was considered to include achievement of the
Corporation’s strategic objectives of protection of its investment portfolio, growth of its operations and
enhancement of shareholder value through increases in stock price.

In establishing the Corporation’s executive compensation policy for their positions, the HR and
Compensation Committee reviewed the Corporation’s executive compensation (base salary and long-
term, mid-term and short-term incentive programs) using data provided by the Corporation’s
compensation advisor during the year ended December 31, 2010. These comparisons were adjusted to
reflect the relative size of the Corporation, the nature of the Corporation’s business and the particular job
functions and performance of executives. Executive base salaries were targeted at the median of base
salaries, as determined by such comparisons.

Prior to the closing of the Jevco Transaction, compensation provided to Goodwood Management
generally consisted of three components, namely, a services fee, any incentive cash compensation
provided under a short-term bonus program (the “Bonus Plan”) and grants of RSUs under the Prior
Incentive Plan. In determining any cash compensation payable under the Bonus Plan, the HR and
Compensation Committee applied a 50% weighting to the Corporation’s overall financial performance
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with the remaining 50% being based on the overall performance of Goodwood Management in advancing
the Corporation’s strategic goals.

The HR and Compensation Committee also determined the compensation payable to employees who are
not Named Executive Officers and payable to independent directors of the Corporation. See “Statement
of Corporate Governance — HR and Compensation Committee”.

As part of its oversight of the Corporation’s executive compensation program, the HR and Compensation
Committee considers the impact of the Corporation’s executive compensation program. The following

components of the Corporation’s compensation are considered to discourage the Corporation’s executive
officers from taking unnecessary or excessive risks:

e Dbase salaries and personal benefits are sufficiently competitive and not subject to performance
risk;

e corporate and individual performance objectives for the Named Executive Officers are generally
designed to be achievable with sustained and focused efforts; and

e in order for executive officers to be eligible to receive short-term or long-term incentives, he or
she must be employed by the Corporation at the time of payout, unless the HR and Compensation

Committee determines otherwise.

The HR and Compensation Committee believes that executive compensation risk management begins
with ongoing Board oversight of:

e the Corporation’s results, regulatory reports and financial plans;
e the strategic plan;

e internal audit activities;

e fraud and error reporting;

e the Audit Committee’s quarterly meetings with the external auditors, including discussions with
the external auditors that exclude management;

o the Codes (as defined below); and

e the Corporation’s internal control, management information system, financial reporting and
financial control systems.

Based on this review, the Corporation has concluded that its compensation policies and procedures are not
reasonably likely to have a material adverse effect on the Corporation.

The Corporation has not instituted any policies related to the purchase by directors or NEOs (as defined
below) of financial instruments (including, for greater certainty, prepaid variable forward contracts,
equity swaps, collars, or units of exchange funds, that are designed to hedge or offset a decrease in market
value of equity securities granted as compensation or held, director or indirectly, by any director or NEO.

Following the completion of the Jevco Transaction and in view of the Corporation’s reduced scope of
business activities, the Corporation determined to reduce the level of directors’ fees payable to its outside
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directors, suspend the issuance of DSUs in lieu of directors’ fees and to compensate the Corporation’s
Named Executive Officers principally by way of a set salary with defined employee benefits. In
anticipation of the completion of the HIIG Acquisition, the HR and Compensation Committee is expected
to retain a compensation consultant to provide recommendations regarding, among other things, the
appropriate level of salary and benefits for the Named Executive Officers, the structure of the
Corporation’s Bonus Program and the type, quantum and terms of Options or other Awards that should be
granted to the Named Executive Officers. The compensation consultant will also be asked to provide
recommendations regarding the appropriate structure and quantum of fees and other compensation to be
provided to the directors of the Corporation and any of its affiliated entities.

Compensation Governance

The Board has not adopted any formal policies or procedures to determine the compensation of the
Corporation’s directors or NEOs.

The HR and Compensation Committee currently consists of three directors; Messrs. Gildner, Owen and
Puccetti, the majority of whom are independent directors and all of whom have direct and indirect
expertise relevant to their role as members of the HR and Compensation Committee. Assuming all
management director nominees are elected at the Meeting, the composition of the HR and Compensation
Committee is not expected to change.

The roles and responsibilities of the HR and Compensation Committee is, as a standing committee of the
Board, to advise the Board on issues relating to the compensation of the Corporation’s directors and
NEOs, and to any entities providing management services to the Corporation. The charter of the HR and
Compensation Committee describes the responsibilities of the chairman of the HR and Compensation
Committee.

Summary Compensation Table

The following table summarizes, for the periods indicated, the compensation paid to each individual who
served as the Corporation’s President and Chief Executive Officer, Chief Financial Officer and each other
named executive officer, as defined under Form 51-102F6 — Statement of Executive Compensation, who
served during the three most recently completed financial years, and whose total compensation in such
financial year exceeded $150,000. Such executive officers are referred to collectively herein as the
“Named Executive Officers” or “NEOs”.

Name and Year Salary Share Option Annual Long- Pension All other Total
Principal Ended based based incentive term Value Compensation Compen-
Position Dec. 31 awards | awards® plans incentive sation
plans

J.C. MacDonald® 2011 $254,161 - - $340,653% $594,814
President and @
Chief Executive 2012 | $243.873 - - $425,036 $668,909
Officer 2013 $250,000 - - - $250,000
R. Kittel® 2011 $203,329 - - $71,712% $275,041
Chief Operating 2012 $212,338 - - $204,799 $417,137
Officer

2013 $250,000 - - - $250,000
J. Sarfin 2011 $165,867 - $125,000 - $290,867
Chief Financial 2012 $175,000 - - $350,000) $525,000
Officer

2013 $175,000 - - - $175,000
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Notes:

(€8] No option-based awards were granted in 2011, 2012 or 2013.

2) The compensation for Mr. MacDonald from the time of his appointment as President and Chief Executive Officer of the Corporation
until August 31, 2012, the last business day prior to the completion of the Jevco Transaction, was derived from the Management
Agreement. The compensation for Mr. MacDonald from August 31, 2012 to December 31, 2013 was paid directly by the
Corporation. Mr. MacDonald was not paid any fees for his services as a director of the Corporation.

3) Mr. Kittel was appointed Chief Operating Officer of the Corporation on February 28, 2013. Prior to such time, Mr. Kittel provided
services to the Corporation through Goodwood Management.

4) These amounts represent bonus and other compensation paid by Goodwood Management to Mr. MacDonald and Mr. Kittel.

) On September 4, 2012, prior to the closing of the Jevco Transaction, the Corporation acquired all of the issued and outstanding shares
of Goodwood Management in exchange for $4,016,542 in cash and the issuance of 36,514,902 Common Shares, subject to non-
material post-closing adjustments (the “GMI Transaction”). Following the completion of the GMI Transaction, certain employees of
Goodwood Management were paid a bonus in the aggregate amount of $950,000 (the “Goodwood Management Bonus”). This
amount represents the portion of the Goodwood Management Bonus paid to Mr. Sarfin.

(6) The bonus awarded to Mr. Sarfin of $125,000 in 2011 was paid in 2012.

Peter Puccetti is a director of the Corporation but is not a Named Executive Officer for the purposes of
the chart above. During the year ended December 31, 2011, Mr. Puccetti received an aggregate of
$459,595 in total compensation from Goodwood Management which amount includes salary, bonus and
dividends and was derived from the Management Agreement. During the year ended December 31, 2012,
Mr. Puccetti received an aggregate of $469,809 in total compensation from Goodwood Management
which amount includes salary, bonus and dividends and was derived from the Management Agreement.

Incentive Plan Awards — Outstanding Share-Based Awards and Option-Based Awards

There were no option-based or share-based awards granted to the Named Executive Officers that were
granted before, but remained outstanding as of, the end of the most recently completed financial year
ended December 31, 2013.

Incentive Plan Awards — Value Vested or Earned During the Year

The following table provides information regarding the value on pay-out or vesting of incentive plan
awards for the Named Executive Officers for the financial year ended December 31, 2013.

Name and Principal Position Option-based awards — Value Share-based awards — Value Non-equity incentive plan
vested during the year vested during the year" compensation — Value earned
during the year

J.C. MacDonald - - -
President and Chief Executive
Officer

R. Kittel - - -
Chief Operating Officer

J. Sarfin - - -
Chief Financial Officer

Pension Plan Benefits

As of December 31, 2013, the Corporation did not have a pension plan that provided for payments or
benefits at, following or in connection with retirement.

Termination and Change of Control Benefits

Other than as described herein, the Corporation does not have any contract, agreement, plan or
arrangement that provides for payments to a Named Executive Officer at, following, or in connection
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with a termination (whether voluntary, involuntary or constructive), resignation, retirement, a change of
control of the Corporation or a change in a NEO’s responsibilities.

In September 2013, the Corporation entered into an executive employment agreement (each an
“Executive Employment Agreement”) with each of J. Cameron MacDonald, Robert Kittel and Jeffrey
Sarfin (each an “Executive”). Under the terms of each Executive Employment Agreement, the Executive
is entitled to receive an annual base salary, less applicable withholdings and deductions. Additionally,
from the time that the Corporation completes the acquisition of an operating business or other significant
investment, the Executive shall be eligible to receive an annual bonus, participate in any equity-based
compensation plans for the Corporation’s senior employees and executives and participate in the
Corporation’s employee and/or executive employee benefits package.

The Corporation may terminate the Executive Employment Agreement and the Executive’s employment
with the Corporation for cause, and without cause.

In the event of a termination for cause, the Executive shall receive a payment of any base salary and
vacation pay earned to the date of termination. All other entitlements of the Executive as of the date of
termination shall be automatically extinguished, except for such minimum mandated entitlements, if any,
as may be required by applicable law.

Except upon a Change of Control (as defined below), the Corporation may terminate the Executive
Employment Agreement without cause at any time. In such event, the Executive will not receive working
notice of termination, but instead shall receive the following compensation: (a) 12 months of base salary;
(b) an amount equal to the average of the annual bonus earned by the Executive in each of his three most
recently completed years of employment with the Corporation; (c) vacation pay earned to the date of
termination; (d) medical, dental and life insurance group benefits coverage (“Benefits Coverage”) for the
period reflected in (a) or until he obtains alternate employment which provides equivalent or greater
benefit coverage, whichever is the shorter period; (e) disability insurance benefits coverage during the
notice period prescribed by the Employment Standards Act, 2000 (Ontario) (the “ESA Notice Period”);
(f) if, at the time of termination of employment, the Executive is in receipt of short-term disability or
long-term disability benefits, the amount of such benefits received by the Executive during the period
reflected in (a) shall be deducted from the amount of compensation in lieu of notice otherwise payable
under (a).

“Change of Control” means: (i) the acquisition by any persons or group of persons, acting jointly or in
concert, of more than 50% of the voting securities of the Corporation; (ii) the sale of all or substantially
all of the assets of the Corporation; (iii) a merger, amalgamation or business combination involving the
Corporation; or (iv) the individuals who, as of the date of the Executive Employment Agreement
constitute the Board ceasing to constitute at least a majority thereof, unless the election or nomination for
election, by the Shareholders, of each new Board member was approved by a majority of the Board
members then still in office who were Board members as of the date of the Executive Employment
Agreement.

“Good Reason” means: (i) a material breach of the Executive Employment Agreement by the
Corporation; (ii) without the express written consent of the Executive a material reduction in his total
annual compensation; (iii) without the express written consent of the Executive, the assignment to him of
any titles, duties, responsibilities or reporting obligations inconsistent with his titles, positions, duties,
responsibilities or reporting obligations with the Corporation immediately prior to such assignment or any
removal of the Executive from, or failure to re-elect the Executive to, titles, positions, directorships,
duties, responsibilities, and reporting obligations with the Corporation, except in connection with the
termination of the Executive’s employment for just cause, or resignation other than for Good Reason; (iv)
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the relocation of the Executive’s primary place of employment to any place which is more than 50
kilometres from the Corporation’s current head office; or (v) any reason which would amount to
constructive dismissal by a Court of competent jurisdiction.

In the event that: (i) the Corporation terminates the Executive’s employment without cause upon or in
anticipation of a Change of Control or within six months thereafter; or (ii) the Executive terminates his
employment with the Corporation for Good Reason upon the Change of Control or within six months
thereafter (in either case, a “Change of Control Termination™), the Executive shall be provided with:

(1) 24 months’ base salary, plus an amount equivalent to two times the average of the annual bonuses
earned by the Executive in each of his three most recently completed years of employment with
the Corporation;

(i1) vacation pay earned to the date of termination;

(ii1) Benefits Coverage for the period reflected in (a) above or until he obtains alternate employment
which provides equivalent or greater benefit coverage, whichever is the shorter period; and

(iv) disability insurance benefits coverage during the ESA Notice Period.

Notwithstanding the foregoing, in the event that a termination referred to above occurs prior to the first
anniversary date of the date of the Executive Employment Agreement, the Executive’s entitlement shall
be equal to twelve months’ base salary, plus an amount equivalent to the average of the annual bonuses
earned by the Executive in each of his three most recently completed years of employment with the
Corporation.

The following table sets out the total compensation (excluding benefits) to be paid to each Executive if
his employment with the Corporation was terminated as at December 31, 2013.

Name Termination without Cause Change of Control Termination
J.C. MacDonald $250,000 $250,000

President and Chief Executive

Officer

R. Kittel $250,000 $250,000

Chief Operating Officer

J. Sarfin $216,667 $216,667

Chief Financial Officer

Director Compensation Table

Effective January 1, 2013, the Corporation’s director compensation policy was revised in light of its
reduced business activities following the completion of the Jevco Transaction. Under the revised policy,
each director (other than the Corporation’s President and Chief Executive Officer) is entitled to receive an
annual fee of $10,000 (payable quarterly) with no meeting fees payable. Such fees are payable only in
cash.

The following table sets forth information concerning the annual and long-term compensation in respect
of the directors of the Corporation, other than the sole director who is also a Named Executive Officer,
during the financial year ended December 31, 2013. For details of the compensation for J. Cameron
MacDonald, the Named Executive Officer who is also a director of the Corporation, see disclosure in the
“Summary Compensation Table”.
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Name Fees Earned Share-based | Option-based Non-equity Pension All other Total
awards awards incentive plan Value Compensation Compensation
compensation
Ian W. Delaney $10,000 - - - - - $10,000
Daniel P. Owen $10,000 - - - - - $10,000
John W. Gildner $10,000 - - - - - $10,000
Peter Puccetti $10,000 - - - - - $10,000

Incentive Plan Awards — Outstanding Share-Based and Option-Based Awards

The following table shows all outstanding share-based and option-based awards held by each director
(other than the one director who was also a Named Executive Officer and for whom the identical
information is shown on the comparable table for Named Executive Officers set out above) as at
December 31, 2013.

Name and Number of Option Option Value of Number of shares Market or Market or
Principal Securities exercise expiration unexercised or units of shares payout value of | payout value
Position underlying price date in-the-money that have not share-based of vested
unexercised options® vested®® awards that share-based
options® have not awards not
vested® paid or
distributed
Ian W. Delaney 1,000 $197.50 Feb. 19,2014 - 44,000 $92,840
2,000 $181.00 Feb. 17,2015
2,000 $61.50 Feb. 20, 2016
1,000 $309.00 Feb. 20, 2017
TOTAL 6,000 - 44,000 $92,840
John W. - - - - 38,400 $81,024
Gildner
Daniel P. Owen - - - - 30,800 $64,988
Peter H. - - - - - -
Puccetti
Notes:
[€))] Reflects the Consolidation.
2) Reflects DSUs outstanding at December 31, 2013.
3) Based on the December 31, 2013 TSXV closing price of $2.11 for the Common Shares.

Incentive Plan Awards — Value Vested or Earned During the Year

The following table provides information regarding the value on pay-out or vesting of incentive plan
awards in the form of DSUs for each director (other than the director who is also a Named Executive
Officers and for whom the identical information appears on the comparable table for Named Executive
Officer set out above) for the financial year ended December 31, 2013. The following directors of the
Corporation elected to receive DSUs in lieu of or partially in lieu of meeting fees otherwise paid in cash.
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Name Option-based awards — Value Share-based awards — Value Non-equity incentive plan
vested during the year vested during the year compensation — Value earned
during the year"
Ian W. Delaney - - $10,000
John W. Gildner - - $10,000
Daniel P. Owen - - $10,000
Peter H. Puccetti - - $10,000
Note:
(1) Reflects the director’s fees earned during the year and paid in cash.

Directors’ and Officers’ Liability Insurance

Directors’ and officers’ liability insurance in the amount of $60 million was purchased in September of
2013 at the Corporation’s expense for the protection of all the directors and officers against liability
incurred by them in their capacities as directors and officers of the Corporation and the Corporation’s past
and present subsidiaries. The premium paid by the Corporation for such insurance is currently $131,200
per year. There is a deductible to the Corporation of $25,000 per occurrence (excluding taxes and broker
fees).

STATEMENT OF CORPORATE GOVERNANCE

Under the Canadian Securities Administrators’ National Instrument 58-101 — Disclosure of Corporate
Governance Practices (“NI 58-101""), the Corporation is required to disclose certain information relating
to its corporate governance practices. This information is set forth below.

Board of Directors

(a) The Board has determined that a majority, i.e. three of the five current directors, are
“independent”, within the meaning of NI 58-101. The three independent directors of the
Corporation are lan W. Delaney, John Gildner and Daniel P. Owen. Mr. MacDonald, as the
President and Chief Executive Officer of the Corporation is not considered to be independent.
In addition, by virtue of his position with and shareholdings in Goodwood Management which
provided management services to the Corporation until September 4, 2012, Mr. Puccetti is not
considered to be independent of the Corporation. If the Management nominees for directors
are elected at the Meeting, half of the directors will be “independent” within the meaning of
NI 58-101.

(b) Meetings of the Corporate Governance Committee are held in connection with each regularly
scheduled Board meeting. At such meetings members of the Board who are not officers or
employees of the Corporation meet without management present. There were six meetings of
the Corporate Governance Committee in 2013. In addition, each committee of the Board is
authorized to retain independent financial, legal and other experts or advisors as required
whenever, in their opinion, matters come before the Board or any committee which require an
independent analysis by the independent members of the Board or any committee.

(©) The following directors of the Corporation currently serve on the board of directors of other
issuers that are reporting issuers (or the equivalent) which are set out below:

Director Reporting Issuer

Ian W. Delaney Cenovus Energy Inc.
Dacha Strategic Metals Inc.
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Director Reporting Issuer
John Gildner Webtech Wireless Inc.
Peter H. Puccetti Dacha Strategic Metals Inc.

Orientation and Continuing Education

(d)

(e)

Immediately following appointment, new directors of the Corporation are provided with
historic information, current strategic plans for the Corporation and materials summarizing
issues relating to the Corporation. New directors are also briefed by the Chairman of the
Board, by the Chief Executive Officer of the Corporation, and by the Chair of the committees
of the Board to which they are appointed, if any.

The Board and its committees receive periodic reports from management and external advisors
as to new developments in regard to corporate governance and in regard to other issues
affecting the Corporation.

Ethical Business Conduct

)

(@

(h)

The Board has adopted a Code of Conduct and Ethics for Directors, Officers and Employees
and a Finance Code of Conduct for its Chief Executive Officer and senior financial officers
(the “Codes”). The Codes are incorporated by reference into, and form an integral part of, this
Information Circular. The Codes have been filed on and are accessible through SEDAR at
www.sedar.com. The Corporation will, upon request at 212 King Street West, Suite 201,
Toronto, Ontario, M5H 1KS5, Attention: Chief Financial Officer, provide a copy of the Codes
free of charge to any securityholder of the Corporation. During the most recently completed
fiscal year, no amendments were made to these Codes, and the Corporation has granted no
waivers of any of the provisions of these Codes.

The Board expects its directors, officers and employees to act ethically at all times and to
acknowledge their adherence to the policies comprising the Codes. Any material issues
regarding compliance with the Codes are brought forward by management at either the Board
or appropriate Board committee meetings, or are referred to the senior executive officers of the
Corporation, as may be appropriate in the circumstances. The Board and/or appropriate
committee or senior executive officers determine what remedial steps, if any, are required.
Any waivers from the Codes that are granted for the benefit of a director or an employee may
be granted only by the Board, the Corporate Governance Committee or the Audit Committee.
No waiver has ever been granted under the Codes.

Each director of the Corporation must disclose all actual or potential conflicts of interest and
refrain from voting on matters in which such director has a conflict of interest. In addition, the
director must excuse himself or herself from any discussion or decision on any matter in which
the director is precluded from voting as a result of a conflict of interest.

The Corporation has adopted a Disclosure Policy, an Insider Trading Policy and a
Whistleblower Policy (collectively, the “Policies”). The Corporation will, upon request at 212
King Street West, Suite 201, Toronto, Ontario, M5H 1K35, Attention: Chief Financial Officer,
provide a copy of the Policies free of charge to any securityholder of the Corporation. The
directors of the Corporation encourage and promote an overall culture of ethical business
conduct by promoting compliance with applicable laws, rules and regulations, providing
guidance to employees, directors and officers to help them recognize and deal with ethical
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issues, promoting a culture of open communication, honesty and accountability and ensuring
awareness of disciplinary action for violations of ethical conduct.

Nomination of Directors

(1)

W)

(k)

The Corporate Governance Committee is mandated to recruit and consider director candidates
and to make recommendations to the Board. In so doing, the Corporate Governance
Committee considers, in addition to any other factors it deems relevant: (i) the competencies
and skills that the Board considers to be necessary for the Board, as a whole, to possess; (ii)
the competencies and skills that the Board considers each existing director to possess; (iii) the
competencies, skills and background each nominee will bring to the Board; (iv) the time that
each nominee will have available to devote to the Corporation’s business; and (v) whether the
nominee will be an independent director. Directors are encouraged to identify potential
candidates. An invitation to stand as a nominee for election to the Board will normally be
made to a candidate by the Board through the chairman of the Board or his delegate.

The Corporate Governance Committee is currently composed of Messrs. Delaney (Chairman),
Gildner, Owen and Puccetti. Assuming the Management nominees are elected as directors at
the Meeting, the composition of the Corporate Governance Committee will not change.

In addition to recruiting and considering director candidates, the Corporate Governance
Committee’s mandate includes annually reviewing the competencies, skills and personal
qualities applicable to candidates to be considered for nomination to the Board. The objective
of this review is to maintain the composition of the Board in a way that provides, in the
judgement of the Board, the best mix of competencies, skills and experience to provide for the
overall stewardship of the Corporation.

HR and Compensation Committee

M

(m)

The HR and Compensation Committee is currently composed of Messrs. Owen (Chairman),
Gildner and Puccetti. Assuming the Management nominees are elected as directors at the
Meeting, the composition of the HR and Compensation Committee will not change.

The HR and Compensation Committee has the responsibility of annually reviewing and
approving the compensation package for Management. The HR and Compensation
Committee also reviews and approves changes to the Corporation’s compensation policies in
respect of matters such as pension plans and employee benefit plans. Lastly, the HR and
Compensation Committee approves the hiring of senior management recruited from outside
the Corporation, as well as the promotion of senior management within the Corporation.

Assessments

(n)

The Corporate Governance Committee is responsible for making regular assessments of the
overall performance, effectiveness and contribution of the Board and each committee, the
chairman of the Board, each committee chairman and each director, and reporting on such
assessments to the Board. The objective of the assessments is to ensure the continued
effectiveness of the Board in the execution of its responsibilities and to contribute to a process
of continuing improvement. In addition to any other matters the Corporate Governance
Committee deems relevant, the assessments will consider in the case of the Board or a
committee, the applicable mandate or charter, and in the case of individual directors, the
applicable position descriptions, as well as the competencies and skills each individual director
is expected to bring to the Board.
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Audit Committee

Information regarding the Audit Committee is disclosed under the heading “Audit Committee”.
AUDIT COMMITTEE

The Audit Committee’s Charter

The responsibilities and duties of the Audit Committee are set out in the Audit Committee’s charter, the
text of which is set forth in Appendix “D” to this Information Circular.

Composition of the Audit Committee

The Audit Committee consists of three members: John Gildner, Chairman; Daniel Owen and Ian Delaney.
All members of the Audit Committee are “independent” and “financially literate” for the purposes of
National Instrument 52-110 — Audit Committees (“NI1 52-110”).

Relevant Education and Experience

The following is a description of the education and experience of each member of the Audit Committee
that is relevant to the performance of his responsibilities as a member of the Audit Committee:

John Gildner — Mr. Gildner holds a B.B.A. from Wilfrid Laurier University, having specialized in
Economics. Mr. Gildner is currently a private investor. Prior to 2009, Mr. Gildner was a Managing
Director of CIBC World Markets Inc., an investment bank, where he worked for 25 years (at both CIBC
World Markets Inc. and Wood Gundy Limited, which was purchased by the Canadian Imperial Bank of
Commerce in 1988) in various roles within the trading operations. Most recently at CIBC World Markets
Inc., Mr. Gildner was head of the firm’s equity division proprietary trading groups, where he had
oversight of the firm’s equity-related proprietary investing and trading strategies and activities. Mr.
Gildner also served on several management, risk management, due diligence, and investment committees
at the company. In these capacities, Mr. Gildner has had extensive experience analyzing and evaluating
financial results and the financial statements of public companies. In 2010 Mr. Gildner obtained the
Chartered Director (C.Dir.) designation from the Directors College (a joint venture of McMaster
University and The Conference Board of Canada).

Daniel Owen — Mr. Owen holds a B.Sc. (Econ.) from the London School of Economics and Political
Science having specialized in accounting. Mr. Owen is a private investor and entrepreneur, currently
Chairman and Chief Executive Officer of a private investment management company, Chairman of a
helicopter conversion and enhancement company, and formerly a Senior Vice President of Polystar
Energy & Chemical Corporation (previously named Canada Development Corporation). Mr. Owen has
served on the board of directors of a number of Canadian public companies and on certain of the audit
committees of these Canadian public companies and currently serves on the audit committee of one
public company, being Westaim. In these capacities, Mr. Owen has had extensive experience analyzing
and evaluating financial results and financial statements.

lan Delaney — Mr. Delaney is the former Chairman of Sherritt, where he had been a director since
October 1995 and Non-Executive Chairman since January 2009. Mr. Delaney was also Sherritt’s
President and Chief Executive Officer from January 2009 to December 2011, Executive Chairman from
May 2004 to December 2008 and Chairman from November 1995 to May 2004. Prior to joining Sherritt,
Mr. Delaney served as Chairman and Chief Executive Officer of Viridian Inc., President and Chief
Executive Officer of The Horsham Corporation, and President and Chief Operating Officer at Merrill
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Lynch Canada Inc. Mr. Delaney is currently a director of Cenovus Energy Inc., Chairman of Westaim,
Chairman of Ornge and Chairman of Dacha Strategic Metals Inc. Mr. Delaney has also served as a
director of a number of other companies including OPTI Canada Inc., Dynatec Corporation, EnCana
Corp.,Gerdau Ameristeel Corp., Goldcorp Inc., MacMillan Bloedel Limited and Longford Energy Inc.
and as a trustee of Royal Utilities Income Fund.

Pre-Approval of Audit and Non-Audit Services by Independent Auditors

The Audit Committee pre-approves all audit services provided to the Corporation by its independent
auditors. The Audit Committee’s policy or practice regarding the pre-approval of non-audit services is
that all such services shall be pre-approved by the Audit Committee as a whole or by the Chairman of the
Audit Committee, who must report all such pre-approvals to the Audit Committee at its next meeting
following the granting thereof. Prior to the granting of any pre-approval, the Audit Committee or its
Chairman, as the case may be, must be satisfied that the performance of the services in question will not
compromise the independence of the independent auditors.

Audit Committee Oversight

At no time since the commencement of the Corporation’s most recently completed financial year has a
recommendation of the Audit Committee to nominate or compensate an external auditor not been
accepted by the Board.

Audit Fees

The following table summarizes fees paid to the Corporation’s independent auditors, Deloitte LLP, for the
years ended December 31, 2012 and December 31, 2013:

(in thousands of dollars) 2012 2013
Audit Fees” $252.5 $92.5
Audit-Related Fees® 160.3 -
Tax Fees® - $6.7
Due Diligence” $451.0
Total Fees $412.8 $550.2
Notes:

(1)  Includes reviews of quarterly consolidated financial statements and review/audit of the Corporation’s subsidiaries’ financial statements,
services related to regulatory filings, and audit or involvement with prospectuses and securities filings.

2) Includes consultation on financial accounting and reporting standards.

3) Includes fees for tax compliance and consultation.

“4) Includes due diligence in connection with the acquisition of Houston International Insurance Group, Ltd.

Exemption
The Corporation is relying upon the exemption in Section 6.1 of NI 52-110.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

Management of the Corporation is unaware of any material interest, direct or indirect, of any “informed
person” (as such term is defined in National Instrument 51-102 — Continuous Disclosure Obligations) of
the Corporation, proposed director, or any associate or affiliate of any informed person or proposed
director of the Corporation, in any transaction since the beginning of the last completed financial year of
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the Corporation or any of its subsidiaries or in any proposed transaction which has materially affected or
would materially affect the Corporation or any of its subsidiaries.

ADDITIONAL INFORMATION

Financial information is provided in the Corporation’s annual financial statements for the fiscal year
ended December 31, 2013 and management’s discussion and analysis of the results thereon.
Securityholders wishing to receive a copy of such materials should mail a request to the Corporation at
212 King Street West, Suite 201, Toronto, Ontario, M5SH 1K5, Attention: President and Chief Executive
Officer.

Additional information relating to the Corporation is also available free of charge on SEDAR at
www.sedar.com.



AMENDED AN RKESTATED LOMNG-TERM FOLITY INCENTIVE PLAMN
{original plan approved by the Shareholders tm May 12, 20010
(amended and restated by the Board of Divectors on May 11, 2011,
December 20, 2012 and May 14, 2014)

TIIE WLESTAIM CORTORATION

ARTICLE]
PLRPOYSE
1.1 Purpose. The purpose of his long-leem equily compensation plan of the Corporalion is

advimee the interests of the Corporation and its Affiliates by (4] attracting, rewarding and retaining
highly competent persons as Bmployess, Directors, and Consaltamts: (hy providingg additional incentives
b Emplovees, Dircclors, and Consultanls as delermined by the Board by aligning dwir inlorests wilh
Uuzse ol e Corporation’s sharcholders; and () promeoting the sucocss of the Corporalion’s business

12 Lifective Date and Replacement. Thwe Tlan shall become ellective wppon due peeeipl ol all pegquicod
sharcholder and regulalory approvals (Qw “Effective Time™) ancd will replace the “Tesiricled Share Tnil
Flan™ of the Corporation, the “2001 Deferred Share Lnit Plin™ of the Corporation, the 188 bmployes

and director Stock Oprion Plan™ of the Corporation, and the “Directors and Officers Share Furchisse
Program® of the Corporalion (colleclively, dw “Prior Plans™)  all awards granled under e Priore Flans
and which remain oulslanding at Qv Elfective Time will remain in (ull lerce and cflecl in acoordance
with their terms, however, followingg the kffective "lime, nooadditonal grants shall be made undenr the

Fricr Flans.

ARITICLE2
IDEFINELY T'ER M S

1 Definitions. The [ollowing weemes wsed herein shall have the following meanings:

“Affiliate” mreans an entily which is an “afliliale” of e Corporation for dw purposes of
Nalional Instrumenl 42-106 - Prospecius and Reglsivition eenglions;

“Award” means i Stock Appredation Right, Restricted Share Lnit, Deferred Share Lnit or other
Sharc-based Avward granted pursuant ua the Pla

“Black-{hat Period” means o time when, pursmant teoany polivies of the Corporation, any
seeurities of the Corporation may noet be faded by oertain persons as desigrated by the

Corporalion, ncuding any holder of an Avward:

"Board " means the board of ditectors of the Corporation o, if establishad and duly authori zed to
act in respect of the Plan, a comumiltee of Que board ol directors of the Corporalion,

“Business Day” means any day, other than a Saturday or a Sunday, onowhich the kschange is

apen for trading

“Change of Comtrol” means the comrreneoe of any of the following,:



[ii]

(i)

[iv]

the sale by the Corporation of all of the assets of the Corporation or substantialle all of
Qe assels of he Corporalion,

Qe acquisition by any Person (whedwer [oam the Corporation or [rom any olwer Prerson)
ol Shares or olther securities ol the Corporalion having rights of purchase, oonversion oo
exchange into Shares which together with seoorvities of the Corporation held by such
Fersom, either alone or f(]h“i—!fh-‘.—'ﬂT with Parsons “acting juinrl}: oT i concett” [as such
Phiase is delined by the Securities Act) wilhy sich Persony exooeds 50% ol Qe isswed and
oilslanding Shares, (assuming, lor s losl Qv purchase, conveorsion or cxchange of such
other seouritios, whether then purchasshle, comvertible or exchangeshle or not, inke the

highest namber of Shares, sach Person or Fersons would be entitled to);

the mmalgamation of the Corporation with or inte any one or more other corparations
(other than: (4] an amalgamation of the Corporation with or inte g subsidiary (s such
e is derined i e Securilics Acl) ol the Corporalion, or (B) an amalgamation or
merger of the Cotporation unanimously recommmended by the Board provided that the
former helders of Shares receive, in the ageremate and intheir capacities as sach, shares
ol lhe amalgamaled corporalion having allached dwrelo nol less than 50% of he voles
allachied o all shares of such amalgamated or merged corporationg,

Qur cleclion ab a mecling of the Corporation’s sharchulders of that number of persons
which would represcnl a majority of e Board, who are nol iduded in the slale Tor
glection as divectors proposed o the Corporation's shareholders by the Corpoaration; or

the completion of any transaction or the first of 4 series of ransactons which would have
the =same or similar effect as any tran=action o1 series of fransactions referred tooin
subscclions (1), {if), (i) relerred 1o above,

"Consultant” meamns o individual {other thian an Bmploves or o Directer] or Company (as such

term i cdefined in the bxochange's Corporate Binanee Manual Pelicy 1.0 - frferpretatioe). that:

(i

(ii]

(111}

1%l

i emygamed fprovide on an ongoing ke Tl bisis, consulting, eehniosl, msnagement or
olher services Lo e Corporalion or an Alliliawe, other than servioes provided in relalion
L a dlisleilb Lo ol securilics;

provides the services under a writlen conleact witlh the Corporation or an Alliliale and
Qu incliviclual or the Company, as e case may be;

in the reasonable opinion of the Corporalion, spands or will spend a signilicant amoul
of tirne aned atren tion on the affairs and business of the Corporation or an Atfiliate; and

has a rclalionship wilh dw Corporalion or an Alliliale hal cnables he individual ool
L leedgmenble shout the business and atfairs of the Corporation;

“Corporation” means The Weslaim Corporalion, a corporalion exisling under the laws ol the
Frowvines of Alberta, and AN SUOCHSSOT corpoTation;

“Deferred Share Units” has e meaning seloul inSection 1101,



“Direckor” means a e ber of the boatd of directors of the Corporation or of any of its Affiliates;

“LCligible Ferson™ mcans any Direcuor, Oilicer, Cmplovee, Managemenl Company Employon or
Consullant of the Corporalion or any alliliale delermined by the Board as cligible Tor
partivipation in the Flan;

“Tmployee” mrans an individual wlw is considered an cmployeor of dw Corporalion or ils
Affiliates tor the purposes of the ax A

“Cxchange” mrans e TSX Venwire Exchange or, i e Shares are nol hen lisled and posled [or
tracling en v TSN VWenlure rchange, on such slock cxchange in Canada on which such Shares
ave listed and postad for fradingg s may be selected for such purpose by the Hoard;

“Cxercise Criterda” means Qw crilcria, il any, eslablished by the Board in relation lo an EST
rrant, wehich eriteria are to be achisved during an REL CGrant Period by s Farticipant in respect of
thiat partioular REL Grant in order that Hesticoted Share Units aeill be dssued and sehich oriteria
may, wilwul limilalion, include vesting pericds and criteria based on preelormance of the Shares
in the markel, linancial perlormance by Qe Corporalion andfor by a specilic business wnit ol e
Clorporation and ather corporate or indivicual messares;

TG Transaction” means the acquisition by Weslaim TIIG Limiled Pariership ol
approdimalely ALE% ol the owlstanding shares of oommen siock of ITouslon Inlecrnalional
Fzarance Group, Ld, and the related dssuance by the Corporation of approsimately 5623 million
Shares in comeelion Duweeewily;

“Imsider” means:
i a direclor or scnior oflicer ol the Corporalion,

(il a director or senior officer of an entily olher than an individual that is an Insider or
submicdiary of the Corporation;

iiii] a prrson hal benelicially owns or contrels, direclly or indireclly, voling scourilics
CHTTYINE more thiam W of the votingg dghts attached toall cutstanding votingg seonrities

of the Corporation; or
(iv) the Corporation itself if it holds any of its owm seoatities;

“Management Company Employee” mems an ndividual emploved by g Comsultamt providing
Mt gETEnt servives te the Corporation, who is regquirad for the ongoing suocessful operation of

thie business enterprize of the Corporation;

“Markel Price” a5 at any date mesms the Last closing price of the Shares on the Bxchange on the
last trading day immeadiately precading the relevant date. In the event that the Shares are not
e listedd andd posted Dor lrading on any Eadiange, e Markel Price in pespect hweeeol shall be
Uz [air markel value of such Shares as delermined by e reasonable application by e Board of
a4 teasonable valuation method;

“Offer” has lhe meaning seloul in Soclion 611,



"OFficer” misans a semior officer of the Cotpotation or an Affiliate:
“Option” means an oplion granled lo purdiase Shares uncer Qw weems of e Cplion Plan,

"Option Plan™ means the incentive stock option plan of the Corporation as the same may be in
lapce [rom lime 1o lime;

"Option Price” maans the price per shate at which Shiares may be purchased under an Crprion or
Fisedd emowhich the SAR Amount is detenmined, s the same may be adjosted from time to fime
in accordace wilh Article & hereol,

"Other Awards ™ hias the meaning set cutin Section 12.1;

“Tarticipant” means an Lligible Persen who holds an Avward under the terms ol Qe Plan;

“Tayout Date” in respecl of a Tielorred Share Unil mcans lan Business Days [ellowing the
Termination Dale;

"Plan” mzans this long-term squity compensation plan;

"Release Date” mesns, in respect of an Kb Grant unless otherwise determinad by the Board,
gither (i} the date which is ten Business ays following sach anniversary of the RS Bffective
ate, o {ii) the date which s ten Business Days following the third anniversiary of the RS
Lileclive Trale, as specilied in the award agrecnuenl,

"Restricted Share Units " has the meaning set outin Section 1001;

“REL. Iffective Date” means the dale which the Boaed dewermines scill e due date oo wlhicy Qe
&l Crant will fake effect:

RSL Grant” mcans the grant of Eeelricled Share Unils allocated wooa Participant al any Lme in
acoordande with the Flan;

“IRSL Grant Period” means e period cslablished by dwe Beard in respect of cach EEL Grant,
which pericd shall commenoc on the REU Clleclive Cale and cnd on the dale designated by e
Board, providad however thatsuch pericd will notin any case sxoeed thres yaurs;

"SAR Amount” has D meaning sel oul in Seclicn 5.2

"Securities Act" means e Securiides Adt (Cnlarin), as may be amended [rom lime 1o lime;

"Bhare Porchase Program ™ has the maaming set outin Seation 900 hereot;

“Shares” mean v commuon shares of Qu Corporalion as currenlly consliwiled or, in Qe cvenl ol
an adjuslment as contemplated by Arlicle &, such olvr shares or srcurilies woowhich a Parlicipand

miay be entitled o on which the vialoe of an Awird may be based, s a result of such adjustmient;

“8T'T" Lligible Terson” means any Cligikle Person delermined by dw Board as cligible
Participab: i e Share Purchase Program,
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"ok Appreciation Righbs” hias the mesning set out in Section 4.1;

“Subscription Amount” has the neaning sel ol in Soclion 1006,

" lax Act” menny the Srcone Tax Aet (Canadal s amended from time to tme; and

“Termination Date” means w dawe a Participanl ceases o be (1) i dwe conlext of a Delerred
Share Uit an kmployee and (6610 all other contexts herein, an Bligible Person and, unless

etherwise provided herein, does not inchade any period of statotory, contractual or reasenable
nolice or any period of salary conlinuancoe or decmed employmanl,

ARTICLES
ADMINISTRATION O FLAN

Leneral. ‘| hix Plan shall be administered by the Board which shall have the power, subject to the

provisions of the Plan:

(i}

(I}

if)

(8

thy

(1

(k)

to estallish policies and feoadopt rales and regulations for canmvingg out the purposes,

privvisions and achministration of the Pln;

b inberprel and conslooe the Plan and wo delermine all questions arising aul ol Qv Plan
andd any Awiard  granted porsuant to the Plan, where every such  interpratation,
constraction or determinagtion made by the Board shall be final, binding andd comolusive
Loz all purposes,

to detenrrnineg the Bligille Forsons towhom Asveard s are granted and o grant Awirds;

Lo deleemine Qe nmber ol A wards;

to detenmnine the bxercise Criteria, in Tespect ot any K51 Grant or exerasas oriteriy, it any,
in respect of a Drelerred Share Unil;

to detenming the Option Price of & SAR provided that the Option Price shall not be less
Tz e Mdarkel Price;

to determiing the time or fimes when Awards will be granted and exercisabla or

reclesniahla;

to deftermineg it the Shares that are subject fooan Aveard will be subjact 0 any testrictions

upon the exervise or redamption of such Aseard;

wn prescribe w lorm of the instrumenls or award agreements relaling o the grand,
exerase redemption and other temms of Awirds;

b delermine wlhether, b what cxlenl, and under whal croumslances an Award may be
sclllid,

b woeract any delect (including bul nol limited b amencding an awarc agrocment o
comply wilh applicatle law), supply any omission, or rocondcile any inconsisiency in dw



Fliam or sy award agreement in the mammer and o the extent it shall deem desitable to

Ty ot the purposes of the Plan;
(I bz acthworize withheolding arrangements pursuanl lo Section 144 of e Tlan;

) b authorize any person Lo execule on behall of the Corporation any instrumenl regquired
bz eflecl the grant ol an Award previously granted by e Board: and

[} to male all other determinations and fale all other actions desoribed in the Plan or as the
Board olhcrwise decms necessary or advisable Lor adminisiering the Plan and
clleclualing ils purposes.

The peveers described in this Seclion 31 shall ke cxorcised in accordance wilh applicalble
sccurilies lavws and e rules and policics of e Eachange,

37 Delegation of Adminisbrabion. ‘| he Board miay, from time e ime, delegate the administration of
all or any parl of the Plan o a commille: of the Board and shall delermine the scope ol and may pevole
or amand such dclegation,

33 Award Agreement. Tach Participanl shall cxecule an award agroement it the Torme delermined
by 1w Beoard [rom lime o time In the evenl of any inconsislency belween the terms of any award
agreement and this Plan, the tenms of this Plan shall geeem.

34 Awards May be Separate or in Tandem. In the Board’s discretion, Awards may e granled
along, inacddition w, or in landem wilh any olthor Award or any award granued uncler another plan of e
Clorporation or an Affillate. Awareds granted in oaddition fo o 0 tandam owith other awiards may be

sranted either ot the same time orat differen t fimes.

AKTICLE D
SHAKES SLEBJECT T'OCTHE PLAMN

4.1 Maximum Number of Shares Issuable. Subjocl lo adjusimant as provided in Article 4, e Shares
ti be issued under the Flan shall comsist of the Corporation’s avthorized but unissuesd Shares. The

agygreggate number of Sharves to be reserved for issuames upon the exervise o redemption of all Awards
granled wider Qu: Plan shall nel exeeed LAY0220 (provided that, in e evenl that du TIC Transaction
has breen compleled, suwch nwmber shall be 7,042, 1500 or such adwer number as may ke approved by
Fachange and the shareholders of the Corporation from fine g tnee At all times the Corporation will
reserve and Leep available s safficient number of Shares inosuch mammer as it sy consider appropriate
in order ux salsly the requirements of all culslanding Awards made under the Plan and all alher
ottlslancling but unvested Awards macle wncder we Plan that are lo be selillod in Shares

42 Award Limits. Under no circumsiances shall this Tlan, together sweith all odwr seourily-based
compensalion arrangemenls of the Corporalion, resull, al any Linw:, in

[i4) the mumilser of Shiares issuable exeeading W% of the issued and cutstamding Shares {on
nen-diluled basis); or

{25 the issuance to Insiders, within g one-vear period, of a number of Shares excesding 10
of T issied and oulslanding Shares jon a non-diluled basis)
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4.3 Exercise or Redemption of Awards., Any exercise or redemprion of Sveards will make new
rants available under the Plan effectively resulting ina re-ksading of the number of Shares available to
b granted wnder Qe Flan,

44 Awards Lhat bapire or Verminate. If any Award granted hereunder shall expite or terminate for
any reasoit without having beon cxercised or redecmed in [ull, Qv Shares underlying e Award shall
again be available wo be granled under e Flan

4.5 Restrictions on Exercise or Kedemption, * otwithstanding any of the provisions contained in the
Plant or any Avward, e Corporalion’s obligalion lo issue Shares booa Farlicipant pursuant Lo e excrcise
or rodemplicn of an Avward shall e subject Lo

(4] the completion of such registration or other qualificution of such Shares or the approval
ol lhe Txchange or such adwer regulatory authorily as the Corporation shall cdelermine uo
le mecessary o1 advisahle mooonmection with the authorication, issuance or sale thereof;

(L Q12 admission of sudy Shares Lo lisling on the Exchange; and

(] the recaipt friom the Farticipant of such representations, agreements and undertalings,
mchudingg as to future dealings in such Sharves s the Corporation or ity connse|
delermines Lo be necessary or advisable inoorder lo saleguard againsl e violalion of the
scaurilics laws of any jurisdiction,

In this regard, e Corporalion shall, to the exlenl necessary, lake all reasonable sleps 1o oblain such
approvals, regislrations and qualilications as may be neoessary for e issuance of such Shares in
complisneg with applivahle securities laws and for the listing of such Shares on the Fxchange If any
Shisres cannotr be issued tooany Participant for any resson inchoding, without limitation, the failure to
ablain neccssary sharcholder, regulalory or stock exchange approval, then v obligation ol the
Corporalion o issue sudy Shares shall lerminaie and any amounts paid by the Tarticipant oo e
Clorporation to exercise or redeeman Award shall be retumed to the Participant.

46 MNon-Assignable. an Award is personal o dw Participant and is non-assignable and non-
transferable, except with the prior written amsent of the Corporation and any regquired aomsent of the
Fachange and any other applicahle regmlatory suthority. Sotwithstamding the foregoing, an Award
granled loa Consullant thal is a company or parawrship, may be assigned 1o a Managemenl Company
Lmployee ol such Ceonsullanl,

4.7 Substitute Awards, Sulisct t bechamge approval, the Board may grmt Aoveards under the Plan
in substilulion for share and share-tased awvards lheld by conplosees, divectors, consultants or advisors of
another company {an “Acquited Company™) in connection with o merger, aconselidation or similar
transaction invelving such Acguired Company and the Corporation ar an Affillate or the acquisition by
the Corporation or an Affillate of property or stock of the Acquired Company. The Boardd misy ditect thit
e substilule Awards be granled on sich eeme and conditions as the Board consiclers appropriate in
clrcumelanaes

ARTICLE 3
ELIGIBILITY ANT} CLASING TO BC AN ELIGIBLL PLRSON

&l Lligible I'ersans. Awards may cnly ke granted v Cligible Persons,



Az Compliance with Laws, otwithstmding any provision antained in this Flan, no Fartadpmmt
miay exercise or redesm any Awiard granted under this Plan and no Sharves miy be issued upon exercise
or rodemplion of an Award unless such exercise or peclempUion and issuance ape in campliance widy all
applicable sccurilies laws or olwr legislation of dwe jurisciclion of resicdence of such person and in
womplianee with the terms of the Plan. Unless the potential Farticipant is o resident of Canada, the
Clorporation may regquite, s g condition of the gramt of an Award, thiat the potental Participant provide o
wrillen acknorwledgement hal the grant ol the Award docs nol violawe any such laws

] Lermination ate. Subject to Section 54, 5.3 and 86 and sy express resolution passed by the
Buoard, all Awards, and all rights v acquice Shares pursuant therets, granled Lo an Cligible Prerson shall
cxpire and terminale inmediately wpon the Participant’s Teeminalion Dale

s34 Circnmstances When Awards ave Exercisable. |t before the expiry of an Awardd in accordane
wilho e weems therenl, a Parlicipant ceases o be an Cligible Person for any reason whalsoever, alwr han
termination by the Corporalion for cause (in which case all unexorcised or unredeemed Awards (veslod
or unvested) shall cease tmmediately), such Avardsmay, subject o

(e Quz Lerms sel oul in the Award agrecment;

(b3 any determmination nuade by the Board to accelerate the vesting of or fo extend the expiry

ol an Avvard; and
[c] any other termns of the Plan,
bz exereised or edertned, as applicable:

[ it the Farficipant is deceasad, by the heirs of the Participant or by legal personal
ropresenlativels) of Qwe estale of the Tarticipant al any tme within sig mondis Tollowing,
duz deaty of the Participanl, or

] by e Parlicipant al any time wilhin 90 days [ollowing the Termination Dale

Fat, inany case, subject fany detemmination of the Board, the exercise or redemption of the Awared muast
ez {i) prior e the expity of the RE0L Grant Period, morespectof Restricred Share Units, and (i) prior o the
cxpiry ol the Award in the case ol Clher Awards wnder v Plan, and inocady case only o e exienl thal
e Avard was woslod or Uwe Cxercise Criteria was salisliced and the Parlicipant was olwrise anlitled o
exervise the Awiard at the'lermination | ate.

&h Death or Termination of Cmployment.

[4) wotwithstanding Section 5.4, in the event of the death of o Farticipant while in the
craplovment of the Corporation or any Alliliale, all Avwards granted Lo thal Parlicipanl
pricr lo e date of deatly shall ke deemed Lo b wested in the Participant o b have had
the becercize Criteria relating thereto satistizd on the date of death.

i) Crecpl as spocitically provided [or in s Plan or i any award agreemonl, or as
otherwise agresd i or determined by the Hosd, if the employment of & Fartivipant with
the Corporation or any Affiliate s temminated for any rsason prier o the exerose or
redemption of any Aaward, then dwe Parlicipant shall be cdeomed wo have Toeiied all



rigght, title s interest with respect o any Awiand not fully vested or in respect of which
the bxercise (riteria hos not been satisfied upon that Participant’s Last diay of such
cmploymenl whidy shall be consiclered o ke

0A) if the Farticipant is terminated for just aase, the actoal date of termination; and

i it the Farticipant is terminated for ressoms other than just cause, the diate ot the
conclusion ol any slalabory, contraciial or common law period of nolice of
terminationy of employment b whicly hal Parlicipant is enlitled,

i) Molwilthstanding the foregoing, in hw evenl thal a Participants coploymeonl with dw
Corparalion or any Alliliate is lerminaled wilhoul jusl cause or i hwe Parlicipanl cesigns
frivn such emnployment then, at the sole and unfettersd diseretion of the Board, all or iy
portion of the Aswards ariamted to that Farticipant may be deemad to hiave vested or to
have had lhe Excrcise Crileria relaling therewn salislied on the date of lerminalion or
resignaliog,

N Another Listed Category, Awisreds shall not be affected in the event the Fartia pant cesses to fall
wilhin a listed calegory contained in e delinition of an “Cligikle Person® hercunder wher: such
Participant falls willin another lisled category of such delinitinn,

ARTICLL 6
CLRTAIN ADJUSTMLENTS

.1 Offer tor Shares. [0 the event thiat any formal Bid fes defingd in the Seourities Aot for the Shares
is made (an “Offer”), all Sharcs subjoct Lo owlstanding Avwards nol wen exercisabl: or pedecmable shall
ereupon become mmediately exercisakle or redecmakle Turther, e Parlicipant shall De endited oo
inchude i the written notoe of election f exercise o redeem all or any part of the Avard that such

Farticipant is electing to exerase or redeem the Awiard with the ntention of tendering the Shares
acguired wpon such exercise or rocemplion inba the Qifer, I such election is made, i Qe evanl thal the
ifer is ool compleled and e relevant Shares are ol laken up and paid [or by Qe ellcror under such
ffer (o7 @ ampeting Offer), the Participant shall, vpon retum of certificates representing such Shares, be
deamizd not o have exercised or redeemed the Award with respect t such Shaves and the Corporation
shall return Lo e Participant e subscription procecds therclor ancior lake such olwr aclions o ciable
the parties to re-establish s closely as possible their situations and respective secomomic positions as they
evisteed prior fo the making of the Offer and had no Awards beoome exercisable or redeomnshle as s reso |t
twerent, while making allowanoe [or laxation, regulatory ancd oiher icreversible evanls and conseguenoes
wlhich may have inlervened sinee the making of U Cler,

6Ho Changes in Shares. [0 the event of any stock dividend, stock split, combination or exchange of
sharecs, merger, amalgamalion, acquisilion, divestilure, consolidalion, spin-oll or olwer distibution (olwer
han normal cash dividends) of he Corporalion’s asscls o sharchelders, or any olher diange in e
capital of the Cerporation affecting Shares, the Board will, subjedt to Fxchanges approval, male such
propoertionate adjustments, it anw, as the Board in its disorefion may deemn appropriate to reflect such
change, wilh respoct ta (3 the mumber or kind of Shares or olher seaarilics meeervcd Ior issuance pursiant
bz this Plan, (i) the number or kind o Shares ov ot securilies subjecl b wnexercised or unredeemed
Avwvareds previously gramted; and (i) the Opton Price or the Market Price of a Share at the date of grant,

asapplicable, of Awards



.3 Mo Fractiomal Shares. I'he Corporation will ot issue fractional Shares in satisfaction of any of its

ahligations hereunder.

.4 Accelerated Exercise or Hedemption of Awards, “otwithstanding any other provision of the

Flar, the loard maw ot any time give writhen notios to all Participants advising that their respective
Awards (olher a an Delereed Share Unicy are all immedialely cxepcisably or edeemable and may be
cxercised or redecmed only wilhin 30 days of sudy wrilten nuolioe o sudy olher prriod as delermined by
the lisard and not thersatter and that all rights of the Partidpants under any Aveards [other then s
[Deferrad Share Lnit] not exercised o1 redesmied within such period will terminate af the expivation of
sudr period

.5 Payment on Change of Control. S otwithstmding any other pravision of the Plan, in the event of
the comrrene of @ Changge of Control of the Corporation or of an Affillate of which a Participant i an
orployes, wildt respecl wooall ESIT Crants, Suock Apprecialion Eighls and Celoreed Sharee Tnils hal are
itstanding for such Farficipant on the date of the Change of Control (the "CoC Date®), (i) all vesting
ariteria and Fxercise Criteria, if any, applivable to sach Restricted Share Units, Stock Appreciation Hights
anad Deferred Shiare Tnits shall be desmed to lave been satisfied s of the Coll ke and (i) except as
may be olhorwise provided under the leems of any otlwr omplayes bonelil plan approved by dwe Foard,
cach Participanl who has received any such REU Granls or Slock Appreecialion Fights shall be anlitled o
rearive, in full settlement of such REL Grants or Stock Appraciation Rights, s cash payment equal {A] in
e case of a Restricued Sharee Tnil, Qwe Special Value (as delined beloss) and, (B) i dw case of a Suck
Appreciation Fight, e dillerenoe belween Qe Special ¥alue and the Cplion Price in eespeel ol such
Stock Appraciation Hight, in each case, payahle on the date which is ten Business Davs following the (ol
[Bate.  bor grester cettainty, the ocowrrence of @ Changge of Contrel will not frigeer the right of 4
Participant o peecive a paymenl in respect of a Deleered Share Unil prior Lo the Termination Crae Lor
swdh Participant

Tor the purpeose of this Section & 2, the leem “Speeial Value® means an ameunt delermined as
Iolloswes (1) i any Shares are sold as part of e ransaclion constindling Qe Change of Conleol, twen e
Special Value shall equal e weighied average of e prices paid [or dwse Shares by lhe acquirer,
priveided thatif any portion of the consideration paid for such Shares by the aoguiver is paid in property
ather thin cash, then the Board {as constituted immmeadiately prier fo the Coll Date) shall determing the
tair markel value of sudh property as ol the CoC Dale lor purposes of delermining e Special Valwe: and
(1L} if 1t Shares are sold as parl of lhe wansaction aonstiluling e Change of Conleol, Uen Qwe Special
Yalue shall be the Barket Frice of o Share on the day innnediately praceding the (o e,

ARTICLL 7
OFITOMNS

7l Grant of Options under the Option Plan, The Board may, [bom lme o linwe, grant Oplions
under the Cption Plan and, cxcepl as provided in Section 4.2 hereot, any Shares issuable pursuant o the
exeraise of such Options shall not reduce the ammegate maxdnum mamber of Shares which ey be

reserved for issanos upon the exerase or redemption of Awiards granted under this Plan.

AKTICLE S
STOCK APPRECIATION RIGH IS

LA Grants of Share Appreciation Rights. Che Boord may grant rights (“Stock Appreciabion




Rights") o Eligible Persons either on g stand alone basis or in relation s any Option. Yehere o Stock
Appraviation Right is granted in relation foean Option, it shall be g vight in respect of the same number of
Shares anc shall have the same Oplion Price as the Cplion,

B2 Stock Appreciation Rights. Subject to Sections 8.3 and B4, 6 Btock Appreciation Right is the vight
o receive a cash payment equal o the cxoess, iLany, of

[4) the Rarket Price of @ Share on the diate soch Stock Appreciation Rightis exercized over;
(I3 Qe 2plion Price,

multiplizd by the number of Shaves inorespect of which the Stock Appreciation Right is being eeercised,
less any amuounl recuired wobe wwidaiweld by applicable law (he “SAR Amount™),

53 Lerms of Stock  Appreciabion  Rights Granted in Connechon  with _an Option. Stock

Appraviation Rights granted in relation to an Option shall be exerdsabla only at the same time, by the
same porsons and o the same exlonl, that due eelaed Cplion s exercisable, Upon the exercise of any
Slock Apprecialion Eight relaled 1o an Cplion, the corrcsponding portion of the relalecd QOplion shall e
surrendered to the Corporation and ameelled and upon the exercise of any Option which has an
accompanying Seck Apprecation Right, the corresponding portion of the related Stock Appreciation
[ighl shall ke surrendered 1o the Corporalion and cancelled. In the sole diserelion of dur Corparalion,
Corporalion may clecl o salisly the exercise of a Slock Appreciation Bight by issuing o the Tarlicipanl
Shires which have o arket Price as ot the dite of exeraise of the Stock Appreciation Right, equal i the
SAT Amounl The Corporalion, in ils sole discrelion, may elecl inrespecl of any pagment macde wporn Qe
cxcraise ol a Stock Appreciation Right rclated lo an Cplion, that neitwer U Corporalion nor any ol ils
Affiliates will deduct smy amount in respect of any such pavment in comnpatingg its tases under the lax
At Any decision to male such election in connection weith any particular payment shall not bind the
Corpuralion lo make an cleclion in coneclion with any othwr paymenl made in especl of e cxorcise of
a Slock Appreciation Right

5.4 Terms of Stack Appreciation Rights Granted on a Stand Alone Basis. Stock Approcialion
[ighle granled on a sland alone basis shall be granted on such berms as shall be delermined by Qe Board
and seLoul in dw award agreement (including any lerms perlaining wo vesling and sclilement), provided
thist the Cption Price shiall notbe less than the Market Price on the date of grant.

ARTICLL 2
SHAKE PURCHASE PROMGHAM

9.1 Grant of Options andior Stock Appreciation Rights for Shares Purchased. The Eoard may
institute 4 share purchase program (the “Share Parchase Program”) for SFF Rligihle Persons pursuant to

wehich the eard may grant o sach SFP Eligible Person one Option and:er one Stock Appredation Right
for sach Shire purchased by the SPP Bligihble Person up g masimom number of Options andior Stock
Appreciation Righls Ior any one 5P Lligikle Porson as may ke reasonakly deleemined [rom time o lime
by lhe Board, Any such Cptions for 8PP Eligitle Persons will be granled under and govened by the
Ciptiem Plan.

9.2 Terms of Grants Tursuant to Share Purchase Program. Crplions and Siock Apprecialion Fighls
granted pursnant f the Share Forchase Program shall be mranted onosach termns as shall be reasonahly

determined by the Boavd and set out inthe Award agresment but shall otheraise be subject to the



privvisioms of the Cption Plan or this Flan, as applivable.

ARTICLT 1d
RESTRICTEIY SHARE LNI'LS

10,1 Grants of Restricted Share Units. The Hoard may Grant righls (“Restricbed Share Tnits™) Lo
Lligible Persons, Tl Board shall designale U number of Reslricled Shaee Tnils granted

10,2 Restricted Share Units. A Restricted Share Unil is the righl, subject Lo the level of achivvenanl of
Cxopcige Crileria ar vesling or ailhwer criteria dewermined by the Board al the dale of Qwe Granl, o receive
o Share issucc from leeasury for cach Restricted Share Tnil pedesmed or a pavmenl in cash determined
inaccordanee with Section 1.5

10,3 Terms of Restricted Share Units, Reslricied Share Tnits shall be granted on such lerms as shall
e ddetarmined b the Hoarvd and st out in the sward agresment YWithout limiting the generality of the

forgoing, subject to the provisions of the Flan, the Board shallin it sole diseretion and from time g time,
cdelermine we Lligible Persons bo whom Granls will be made kased on ils assessmenl, lor cach
Participant, ol tw currenl and polential conlribwilion ol such Cligible Porson e duw sucocss of the
Clorporation. At such time, the Boared shall also detsmaine, inoonmection with each RS Grant, the 1251
Fifective | Jate thereof, the number of Festricted Share Lnits o be allocated, the S Cirant Period
applicakle therele and any applicable vesling lermes [or such R5U Cranl, the Caoercise Criteria, i any, and
sudi olher lerms and condilions which the Board considers appropriale lo v ESIT Cranl in queslion
fmaluding any dividend egquivilent entitlanents), and which terms and conditions need not be iden tiol

as between Aty b RGLL Crrants, wehether ot not comtempOTaTE0T S

114 Redemption of Kestricted Share Units. Subject to the provisions of the Plan and award

agresment, g Hestricted Shave Lnit shall be redeamed and paid {or Shaves issued] on the first Heleise
Crale [ellowing e salisfaction ol the Cxercise Crileria in pespect of sudh Restricted Share Tnil

1015 Redemption in Cash, Any awiard agresment may provide thiata Particvipant, or that Partia pant's
estate, if applivable, may elea to have some or all of ity Restricted Share Lnits deseribad inosach award
agreemenl sellled by the payment of cash, Where the Participant is an Togplosee, e seulement dale shall
b prior wo the third anniversary dale of e granl of e Resiricled Shaee Unil I the awaed agreement in
gquestion doss not provide such electon right te the Partapant thereunder and also does not specity that
there will be no election to settle Hestricted Shiare Units by the payment of cash, then the Corporastion will
have v option o sedle some o all of such Eeslricled Shaee Unils by Qw payment of cash Where a
Participant is 1o receive cash in setllement of Beslricled Share Unils, hen thal Participant shall neceive a
cush payment equal to the number of Restricted Shate Linits being settled, multiphisd by the Market Frice
on he Release Dawe applicable 1o sudy Resuicted Share Unils

101 Election _to _Subsevibe For Shaves. VWhere o Parficipant is to receive cash in settlement of
Festricted Share Lnits, the Participant may elect to apply all or part of such assh e g subsoription for
Shares Such an cleclion musl ke made [ive Business Days prior lo e Release Date by delivery Lo e
Corporalion al its princpal oflice of a wrilten nelics of eleclinn addressed b the Chiel Tinancial Qoo of
the Corporation ina form approved by the Board from fime to dme setting ot among other things, the
ameounl of such cash lo be uscd lo subscribe lor Shares (such amownl, the “Subseription Amount™) and
e registration parliculars relaled dwreein Where a Tarlicipant clecls 1o subkscribe Dor Shares, thon thal
Participant shall be cinlided Lo hal number of Shares as is cgual o the Subscriplion Amounl divided by



the Barket Price on the Feleass Date. Any Shares issued pursuant g this vight will be issued on the
Felease Date, provided o the Participant as soon as practicable thersatter and will be considerad Shares
issucd pursuant lo e Plan,

ARTICLE 1
DLEITRRELD SITARLE LKITS

11.1 rants of Deferred Share Lmibs, 'The Board may et rights ["Deferred Share Luiks”) to

Eligible Persoms whe are Fmplovess, The Board shall desigmate the number of Deferred Share Lnits
granled,

1.2 Deterred Share Units, A Deferred Share Uit is the right fo receive a cash payment equal o the
Warket Price of a Share on the Pammination ate, less any amount requited o be withhald by applicahle
lave or, il applicakle, one tully paicd and non-assessakle Share issued [rom Lreasury,

11.3 Lerms of Deferred Share Units. Deferred Shave Units shiall be granted on such tenns s shall be
celermined by O Board and scl el in the award agrecment Withou! limiting dwe generalily of e
Lorcgoing, subjoct o the provisions of e Plan, Qv Board shall, in ils sole discretion and lrom lime Lo lime,
determine the Fligihle FPersons to whon grants aill be made biased on ity gssessment, for each Farticipant,

orf the anticipated contribution of such kligible Person i the suocess of the Corporation. At sach time, the
Board shall alse detemming, in connection wilth cach granl, the elfective date thereol, e number of
Drelorred Share Unils o ke allocaled, and such olhor lerms and condilions wwhich the Board considers
appropriate tr the grant n question, and which tenms and conditions need not be identival as between

any two grants, whether o not somntemporaneous,

11.4 Redemption of lreferred Share Lmniks. Subject to the provisions of the Plan and award

agreament, a Deferred Share Lnit held by oo Participant shall be redeemed by the Corporation on the
Payoul Cale, unless oilwrwise agreed 1o belween the Corporalion and a Parlici pant

11.5 Deterred Share Units May be Payalde in Cash or Shares. Any awind agresment may provicde

thist i Farticipant, or thiat Partia pant’s estate, if applicable, may elect to have some or all of its Deterread
Sharc Lnils described in such award agrecment seliled by dw issuance of Sharcs I e award agrecmanl
in queslion does nol provide such election right Lo dw Participant hereuncer and al=o does nol specily
thist thers will beno election to settle Deferred Share Units by the issuance of Shares, then such Deterread
Shiare Lnits shiall omly be settled by the payment of cash. bor greater certainty, unless expressly prosvided
in e award agreement, w granling of a Deleered Share TUnil docs nol enditde Qe holder therool b
acquire or olherwise oblain any righls or interesls whalsoever in any Shares (including the right o
dividends] or other seomrities of the Corporation. Partcipants have ne right or ability to exeroise, receive
or ol riwise demand pavmend of Que valoe of Telerred Share Tnits granoed o thom prior o Qe Tayoul
Crale,

ARINCLE12
OTIILR AWARDS

12.1 Lsrants of Other Awards. [he Board may grint cther share-based awiards (*Other Awards™) to

Eligible Parsons. Other Awards shall be granted on such ternmns as shall be determinged by the Board and
seloul in dw award agronment and will e subject o Qe appeoval of the Cachange



ARIICLE3
AMENIIMEN T PROCEIILKE

131 Amendment Procedure. 'he {orporation retiains the right t amend or tenminate the terms and

amditions of the Pl by resclotion of the Board. If required, any amendments shall be subject t the
pricr onsanl of any applicakble regulawey bodies, incduding the Exdwange. Any amendmant 1o e Plan
shall Lakr cilec, wilh pespect woall oulstanding Awards on the date of, and all avwards granied aller, e
effect ve date of such amendment, provided thiat in the event any amendmentmaterially and adversely
efferts any outstanding Awards it may apply to such outstanding Avwards only with the mutoal consent
of the Corpuralion and e Parlicipan! o whem sudy Awards have bean granted, The Beoard shall havre
ve power and awldwircily b appoove amendments rclaling bo e Plan or Lo Awards, wilhoul Tucler
appraval of the shareholders of the Corporation, induding the following nom-exhaustive st of such

dAmemchments:

) allering, cxlending or aceclerating e lermes andd conditions of vesting of any awards;

i) amcnding the lerminalion provisions of an Award, which amendment shall inelucle
delermining thal any provisions of Arlide & conccening the ellect of the Parlicipand
aeasing to b o Fligikle Person shall netapply forany reason acceptable to the Hoard;

) delcrmining adjuslments pursuant Lo Arlicle @ hureol;

(1] amending the definitions contained within the Flan, inchading but not imited to the
delinition ol “Eligible Person™ under the Plan exoeplas provided in Seclion 13.2(¢),

(&) amending or moditying the machanios of exerdise or redanption of the Awards s set
forrth in the Flan:

i cllecling amondments ol a “housckecping” nalure including, wilhoul limiling  the
menerality of the foregoing. any wmenchment for the purpoess of ouring any ambigoity,
ETTOT, inemsistaney Or omission inor from the Plan;

(32 affecting amendnments necessary f aanply with the provisions of applicable lawes
fincluding, without limitation, the rules, reg lations and polices of the beehamgze);

i) cllecling amendments respecting Uwe adminislralion of Qw Plan, anc

(i cllocling amandmenls necessary Lo suspond or lorminabe e Plan,

13.2 Shareholder Approval. “oteithstanding the foregning anproval of the sharsholders of the

Clorporation shall be required for the following types of wmendments

() increasing e mmber of Shares issuakle wnder the Tlan, exoepl sudy increase by
aperation of Section 4.1 and in the event of an adjustment contermnplated by Articls 6;

(1)) amending the Plan whidy amendment oould resull in the aggregale number of Shares of
the Corporation issued to Insiders within any one year period under the Phm together

wiith any other seonrity-biased compenzation armangement, o issuahle i Insiders at any



time under the Flan together with any other security-hased compensation arramgement,
exoeeding W% of the issued and ontstanding Shiares;

) amending  lhe lisled calegorics conlaived i the delinition of “Tligitle Persons®
hereunder which would have the potential of brogdening or inomeasing participation in
du: Plan by Insiders,

(1] any amemdment wehich would permit Awards granted under the Flan o be transferahle
or assighable other than for nonmal estate setflement purposes (and other than as set
[orth in Seclico 4.6,

(& amending Section 131 hereof and this Section 13.2; and

(L making any amcndments reguined Lo be appreved by sharchelders under applicable law
fincluding, without limitation, pursuant to the roles, regulations and polivies of the

Fahangme).

Where poquired by he policies of the Txdiange, e sharcholder appreoval mequired by this
Setion 13.2 shall be by the majerity vote of the shareholders of the Corporation exchading any vites cast
by Insiders who are emtitled to participate as BEligble Persons under the Plan or whoowill specitioally
bnwelil [rom Qu proposcd amendment and as alwrwise may be prescribed by lwe Txodwange,

13.3 Conflict. In the event of any contlice between Sections 1307 and Section 132, the Latter shall
|prevail o the extenl ol Qu condlicl,

ARINCLE 14
GCNLCRAL

14.1 Mo Hights as Shareholder. ' he holder of an Avwardd shall not hisve any rights as s shareholder of

the Corporation with respect toany Shares coverad by such Awaard until such holder shall hiave exeroised
o redeened such Award and boen isswed Shares in acoordance wilth the terms of the Plan and dwe
Corporalion shall issue such Shares Lo lhe Parlicipant in accordance wilh e eoms ol the Plan in these
{‘.'i'l'("l.'l'l'l'l.‘-':f"i'l'l{?r'!f-i.

142 Mo Rights Conferred.

[} sothing contained i this Flan or any Avwardd shall confer upon any Farticipantany right
wilh reeprel conlinuanes as a Dimeclor, COUlicer, Dployee, or Consullant or Managemanl
Company Cmployee of the Corporalion or its Alliliates, or interfeee in any way wily the
right of the Corporation or its Affiliates to tenminate the Farticipants amnployment at any

e

(k)] Molhing contaived i this Plan ar any Award shall conler cnany Parlicipant wlis nol a
| Hrector, (fficer, |".1'I‘|}')|(]}-'-L—'1[—!, ot Chomsultiamt or Fanagement Company |".'I'H}')|(]}‘-‘.—‘.i—! el
righl lo conlinue prooriding ongoing servioes Lo e Corporation or ils Alliliates or alliecl
in any way lhe right ol the Corporation or ils Alliliates ta determine lo lerminale his, her
oI ils canlracl al any Lime,



143 lax Consequences. It is the responsibility of the Farticipant to complets and file any tax retwms
which may be requited under any applicable tax laws within the pericds speeified in those laws as o
resull of the Participant’s participation in the Flan The Corporation shall noc ke responsible o any Lax
consrquences Lo the Parlicipant as a resull of e Parlicipant’s paricipation in the Plan, The Parlicipanl
shall remain responsible ot all fmes for paying any federal, prosimncial, local and foreim inoeme or
smployment tax due with respect teany Award, and the Corporation shall not be Hable for any inferest
or ponally thal a Participan! incures by [ailing lo make limely payments of L,

14.4 Veithholding Requirements. Frior to the delivery of any Shares ot cash pursuant to the grant,
execrcise, vesling, or sclllement of an Award, he Corporalion shall have the poseer and Qe cight bo
clecuet orwilluald, oo lo roguire a Participant lo remil v Corporalion, an anounl sullicionl Lo salisly
any federal, provinaal, Lecaland foreign taxes that the Corporation determiines is required to be weithheald

to comply with applicable laws, The Comporation shall miake any withholdings or deductions in respect
o laxes as required by law or the interprelalion or administration thereal, The Corporation shall be
cnlilled o make arrangements o scll a sullicionl nomber of Shares Lo ke dssied pursuant Lo the exercise
af an Award o fund the payment and temittanoe of such ftaxes that are regquired G be deducted o

withheld and any associated costs findoding brokerage fees).

14.5 Mo Bepresentabion. 'Ihe {orporation makes no representation or warranty as o the future

miarhet value of any Shares issued inoaccordiames with the provisions of the Flan.

146 Blackout Policy Restrctions. Awards shall e subject Lo the Corporalion’s insider trading policy
asnay bein effect from time to tme, ircloding anw Black-out Period, trading prohibition or requirament

to olbtiain ﬂ?iﬂﬂ(iéif(]]'}-‘ P]'H'("Hi']TEH'I(X". of # friamsaction.

14.7 Goverming Lave. 'his Flan shall be governad byand constrasd moaccordanee seith the Liaes of the
Prowinee of Cntario and the laws of Camada applicabls therein.

142 Severance. I any provision of this Plan or any agreament cnleeed inbo pursaant Lo this Plan
aomtravenes any lw or any order, polioy, by-lave or regulation of any vegalatory body or beochiange
having suthority aver the Corporation or this Flan then such provision shall be deemed to besmended to
Uz exlont pegquired o bring such provision o compliance herewith

ARINTCLE 15
SITARLIIOLDCR AND RECLTATORY ATTROVAL

1371 Phis Flan shall be subiject to the approval of the shiarsholders of the Corporation o be given by o
resclution passed at g meeting of the sharsholders of the Comporation, and to acceptanee by the baohange
and any olher celevant regulalory awtwrily, Any awards granled hereunder prior lo such approval and
acozplance (owr than granls made under the Prior Plans prioe o the clieclive dale of the Plan) shall b
amditional vpom such approval and acceptance being given, and no such Awards may be exeroised

unless and until such approval and acoeptimee is g ven.



APPENDIX “B”

AMENDED AND RESTATED LONG-TERM EQUITY INCENTIVE PLAN
(original plan approved by the Shareholders on May 12, 2010)
(amended and restated by the Board of Directors on May 11, 2080-and 2001,

December 20, 2012 and May 14, 2004)

THE WESTAIM CORPORATION

ARTICLE1
PURPOSE

1.1 Purpose. The purpose of this long-term equity compensation plan of the Corporation is lo
advance the interests of the Corperation and its Affiliates by (a) attracting, rewarding and retaining
highly competent persons as Employees, Directors, and Consultants; (b) providing additional incentives
to Employees, Directors, and Consultants as determined by the Board by aligning their interests with
those of the Corporation’s shareholders; and (¢) promoting the success of the Carporation’s business.

Lz Effective Date and Replacement. The Plan shall become effective upon the receipt of all required
shareholder and regulatory approvals (the “Effective Time") and will replace the “Restricted Share Unit
Plan" of the Corporation, the 2001 Deferred Share Unit Plan” of the Corporation, the *1996 Employee
and Director Stock Option Plan” of the Corporation, and the "Directors and Officers Share Purchase
Program” of the Corporation (collectively, the "Prior Plans”). All awards granted under the Prior Plans
and which remain outstanding at the Effective Time will remain in full force and effect in accordance
with their terms, however, following the Effective Time, no additional grants shall be made under the
Prior Plans,

ARTICLE 2
DEFINED TERMS

21 Definitions. The following terms used herein shall have the following meanings:

“‘Afﬁllaie means an entity which is an "affiliate” of the Curputaf:lcm for ﬂ1e ]:rurposes of tha

“Award” means as-Optien-erg Stock Appreciation Right, Bestricted Share Unjl, Deferred Share
Unit or other Share-based Award granted pursuant to the Plan;

“Black-Out P'eriod” means a tme when, pursuant to any policies of the Corporation, any
securities of the Corporation may not be traded by certain persons as designated by the
Corporation, including any helder of an Award;



“Board” means the board of directors of the Corporation or, if established and duly authorized to
act in respect of the Plan, a committee of the board of directors of the Corporation;

“Business Day” means any day, other than a Saturday or a Sunday, on which the Exchange is
open for trading;

“Change of Control” means the oocurrence of any of the following:

(i) the sale by the Corporation of all of the assets of the Corporation or substantially all of
the assets of the Corporation;

(11) the acquisition by any Person (whether from the Corporation or from any other Person)
of Shares or other securities of the Corporation having rights of purchase, conversion or
exchange into Shares which together with securities of the Corporation held by such
Person, either alone or together with Persons “acting jointly or in concert” (as such
phrase is defined by the Securities Act) with such Person, exceeds 50% of the issued and
outstanding Shares, (assuming for this test the purchase, conversion or exchange of such
other securities, whether then purchasable, convertible or exchangeable or not, into the
highest number of Shares, such Person or Persons would be entitled to);

(i) the amalgamation of the Corporation with or into any one ar more other corporations
{other than: (a) an amalgamation of the Corporation with or nto a subsidiary (as such
term is defined in the Securities Act) of the Corporation; or (b) an amalgamation or
merger of the Corporation unanimously recommended by the Board provided that the
former holders of Shares receive, in the aggregate and in their capacities as such, shares
of the amalgamated corporation having attached thereto not less than 50% of the votes
attached to all shares of such amalgamated or merged corporation);

(iv) the election at a meeting of the Corporation’s shareholders of that number of persons
which would represent a majority of the Board, who are not included in the slate for
election as directors proposed to the Corporation’s shareholders by the Corporation; or

(v) the completion of any transaction or the first of a series of transactions which would have
the same or similar effect as any transaction or series of transactions referred to in

subsections (i), (i1), (iii) referred to above;

“Consultant” means an individualeempany-erpartnarchip— [other than a-Bisreetes Ofieer—or




Fib| s engaged to provide on an ongoing bona fide basis, consulting, technical,
management or other services to the Corporation or an Affiliate, other than services
provided in relation to a distribution of securities;

(i} fby-provides the services under a written contract with the Corporation or an Affiliate;

s ficrindlineiskor the Coni i i b

{i)  ¢erinthe reasonable opinion ofthe Corporation, spends or will spend a significant
amount of time god atteption on the affairs and business of the Corporation or an

Affiliate,gnd

“Corporation” means The Westaim Corporation, a corporation seespesstedgxisiing under the
laws of the Province of Alberta, and any successor corporation;

“Deferred Share Units” has the meaning set out in Section 11.1;

“Director” means a member of the board of directors of the Corporation or of any of its
Affiliates;

“Eligible Person” means any Director, Officer, Employee, Management Company Employee or
Consultant of the Corporation or any Affiliate determined by the Board as eligible for
patticipation in the Plan;

“Employee” means an individual who is considered an employee of the Corporation or its
Affiliates for the purposes of the Tax Act;

“Exchange” means the TSX Venture Exchange or, if the Shares are not then listed and posted for
trading on the TSX Venture Exchange, on such stock exchange in Canada on which such Shares
are listed and posted for trading as may be selected for such purpose by the Board;




“Management Company Employee” means an individual employed by a Consultant providing
management services to the Corporation, who is required for the ongeing successful operation of
the business enterprise of the Corporation;

“Market Price” as at any date means the yelumeweighted average-tsacinglast closing price of

the Shares on the I:xdﬁa_nge Jﬂfﬂn the iwelaat ttadmg qhysda,y_ unmedlatelv precedmg the
relevant date i : e

MWMWW In lhe event lhat the ‘-‘:harf-s are not Then listed

and posted for trading on any Exchange, the Market Price in respect thereof shall be the fair
market value of such Shares as determined by the reasonable application by the Board of a

reasonable valuation method;

“Offer” has the meaning set out in Section 6.1;



“Officer” means a senior officer of the Corporation or an Affiliate;

“Option” means an option granted to purchase Sharesferthe OptionPrice under the lerms of
the Qplign Plan;

“Option Price” means the price per share at which Shares may be purchased under an Optionor,
based on which the SAR Amounl js delermined, as the same may be adjusted from time to time
in accordance with Article 6 hereof;

“Participant” means an Eligible Person who holds an Award under the terms of the Plan;

“Payout Date” in respect of a Deferred Share Unit means ten-G38} Business Days following the
Termination Date;

“Plan” means this long-term equity compensation plan;




“Shares” mean the common shares of the Carporation as currently constituted or, in the event of
an adjustment as contemplated by Article 6, such other shares or securities to which a Participant
mnay be entitled or on which the value of an Award may be based, as a result of such adjustment;

“Tax Act” means the Income Tax Act (Canada) as amended from time to time; and

“Termination Date” means the date a Participant ceases to be (i) in the context of a Deferred
Share Unit, an Employee and (ii) in all other contexts herein, an Eligible Person and, unless
atherwise provided herein, does not include any period of statutory, contractual or reasonable
notice or any period of salary continuance or deemed employment.

ARTICLE 3
ADMINISTRATION OF PLAN

3.1 General. This Plan shall be administered by the Board which shall have the power, subject to the
specific provisions of the Plan:

(a) to establish policies and to adopt rules and regulations for carrying out the purposes,
provisions and administration of the Plan;

() to interpret and construe the Plan and to determine all questions arising out of the Plan
and any Award granted pursiant to the Plan, where every such interpretation,
construction or determination made by the Board shall be final, binding and concusive
for all purposes;

(<) to determine the Eligible Persons to whom Awards are granted and to grant Awards;



(d)

(e)

()

(8)

(h)

(i)

i}

(k)

o

()

(n)

tor determine the number of Awards;

to determine the Lxercise Criteria, in respect of any BSU Crant of exercise criteria, if any,
in respect of ssy-Opden-aeg Deferred Share Unit;

to determine the Opton Pricegf a SAR provided that the Option Price shall not be less
than the Market Price;

tor determine the Hime or times when Awards will be granted and exercisable or
redeemable;

to determine if the Shares that are subject to an Award will be subject to any restriclions
upon the exercise or redemption of such Award;

to prescribe the form of the instruments or award agreements relating to the grant,
exercise, redemption and other terms of Awards;

to correct any defect (including but not limited to amending an award agreement to
comply with applicable law), supply any omission, or reconcile any inconsistency in the
Plan or any award agreement in the manner and to the extent it shall deem desirable to
carry out the purposes of the Plan;

to authorize withholding arrangements pursuant to Section 35:414.4 of the Plan;

to authorize any person to execute on behalf of the Corporation any instrument required
to effect the grant of an Award previously granted by the Board; and

to make all other determinations and take all other actions described in the Plan or as the
Board otherwise deems necessary or advisable for administering the Plan and
effectuating its purposes,

The powers described in this Section 3.1 shall be exercised in accordance with applicable
securities laws and the rules and policies of the Exchange,



az Delegation of Administration. The Board may, from time to time, delegate the administration
of all or any part of the Plan to a committee of the Board and shall determine the scope of and may

revoke or amend such delegation.

33 Award Agreement. Each Participant shall execute an award agreement in the form determined
by the Board from time to time. In the event of any inconsistency between the terms of any award
agreement and this Plan, the terms of this Plan shall govern,

3.4 Awards May be Separate or in Tandem. In the Board's discretion, Awards may be granted

alone, in addition to, or in tandem with any other Award or any award granted under another plan of the
Corporation or an Affiliate. Awards granted in addition to or in tandem with other awards may be
granted either at the same time or at different times.

ARTICLE 4
SHARES SUBJECT TO THE PLAN

. - | S50 Subject to adjustment as provided in Article
6, the Shares to be 1ssued under the Plan shall consist of the Corporation’s authorized but unissued
Shares. The aggregate number of Shares to be reserved for issuance upon the exercise or redemptmn of
all Awards gr.mted under T.hE Plan shal] not exceed theg R Et e

aumber shall be 7042150) or such other number as ma}f be approved h}’ the FJC‘HHDEE and the
shareholders of the Corporation from time to time. At all times the Corporation will reserve and keep
available a sufficient number of Shares in such manner as it may consider appropriate in order to satisty
the requirements of all cutstanding Awards made under the Plan and all other outstanding but unvested
Awards made under the Plan that are to be settled in Shares.

42 ) its, Under no circumstances shall this Plan, together with all other
security-based mmpensahon arrangements of the Corporation, result, at any lime, in:

{a) the number of Shares issuablete-tasidess exceeding ten-pessentf] %6 of the issued and
outstanding Shares (on a non-diluted basis); or

(b) the issuance to Insiders, within a one-year period, of a number of Shares exceeding ten-
parsantd] 0%4 of the issued and outstanding Shares {on a non-diluted basis).




43 4-4-Exercise or Redemption of Awards. Any exercise-sf-Sp#ens or redemption of Awards will

make new grants available under the Plan effectively resulting in a re-loading of the number of Shares
available to be granted under the Plan,

4.4 4-5-Awards That Expire or Terminate. [f any Award granted hereunder shall expire or terminate
for any reason without having been exercised or redeemed in full, the Shares underlying the Award shall

again be available to be granted under the Plan.

45 4-6-Restrictions on Exercise or Redemption. Notwithstanding any of the provisions contained in

the Plan or any Award, the Corporation’s obligation to issue Shares to a Participant pursuant to the
exercise or redemption of an Award shall be subject to:

(a) the completion of such registration or other qualification of sach Shares or the approval
of the Exchange or such other regulatory authority as the Corporation shall determine to
be necessary ot advisable in connection with the authorization, issuance or sale thereof;

(b) the admission of such Shares to listing on the Exchange; and

(ch the receipt from the Participant of such representations, agreements and undertakings,
including as to fulure dealings in such Shares as the Corporation or its counsel
determines to be necessary or advisable in order to safeguard against the violation of the
securities laws of any jurisdiction.

In this regard, the Corporation shall, to the extent necessary, take all reasonable steps to obtain such
approvals, registrations and qualifications as may be necessary for the issuance of such Shares in
compliance with applicable securities laws and for the listing of such Shares on the Exchange. If any
Shares cannot be issued to any Participant for any reason including, without limitation, the failure to



obtain necessary shareholder, regulatory or stock exchange approval, then the obligation of the
Corporation to issue such Shares shall terminate and any amounts paid by the Participant to the
Corporation to exercise or redeem an Award shall be returned to the Participant.

46 47 Non-Assignable. An Award is personal to the Participant and is non-assignable and
non-transferable, except with the prior written consent of the Corporation and any required consent of
the Exchange and any other applicable regulatory authority. Notwithstanding the foregoing, an Award
granted to a Consultant that is a company or partnership, may be assigned to a Management Company
Employee of such Consultant.

47 4.£ Substitute Awards. Subject to Exchange approval, the Board may grant Awards under the
Plan in substitution for share and share-based awards held by employees, directors, consultants or
advisors of another company (an “Acquired Company”) in connection with a merger, consolidation or
similar transaction involving such Acquired Company and the Corporation or an Affiliate or the
acquisition by the Corporation or an Affiliate of property or stock of the Acquired Company. The Board
may direct that the substitute Awards be granted on such terms and conditions as the Board considers
appropriate in the circumstances.

ARTICLE 5
ELIGIBILITY AND CEASING TO BE AN ELIGIBLE PERSON

51 Eligible Persons. Awards may only be granted to Eligible Persons.

52 Compliance with Laws. Notwithstanding any provision contained in this Plan, no Participant
may exercise ar redeemn any Award granted under this Plan and no Shares may be issued upon exercise

or redemption of an Award unless such exercise or redemption and issuance are in compliance with all
applicable securities laws or other legislation of the jurisdiction of residence of such person and in
compliance with the terms of the Plan. Unless the potential Participant is a resident of Canada, the
Corporation may require, as a condition of the grant of an Award, that the potential Participant provide a
written acknowledgement that the grant of the Award does not violate any such laws.

53  ITermination Date. Subject to Section 5.4, 5.5 and 5.6 and any express resolution passed by the
Board, all Awards, and all rights to acquire Shares pursuant thereto, granted to an Eligible Person shall
expire and terminate immediately upon the Participant’s Termination Date,

54  Circumstances When Awards are Exercisable. If, before the expiry of an Award in accordance
with the terms thereof, a Participant ceases to be an Eligible Person for any reason whatsoever, ather than
termination by the Corporation for cause (in which case all unexercised or unredeemed Awards (vested
or unvested) shall cease immediately), such Awards may, subject to:

{a) the terms set out in the awasdAward agreement;



(b)

(e

any determination made by the Board to accelerate the vesting of or to extend the expiry
of an Award; and

any other terms of the Flan;

be exercised or redeemned, as applicable:

(d)

(e)

if the Participant is deceased, by the heirs of the Participant or by legal personal
representative(s) of the estate of the Participant at any time within six-{&} months
following the death of the Participant; or

by the Participant at any time within ataetp{204 days following the Termination Date.

But, in any case, subject to any determination of the Board, L'he exercise or redemphcn of the Award must

be: (i) prior to the expiry of the

ww and {n} prior to the EKP"}' of the Award in the case of

Other Awards under the Plan, and in each case only to the extent that the Award was vested_gr ihe
Laergse Crileria was satisfied and the Participant was otherwise entitled to exercise the Award at the
Termination Date.

BE Dieath or Termination of Employment.

(a)

(b)

(c)

Notwithstanding Section 5.4, in the event of the death of a Participant while in the
employment of the Corporation or any Affiliate, all Awards granted to that Participant
prior to the date of death shall be deemed to be vested in the Participani_gg o bave had,

the Exercise Criteria relating thereto satisfied on the date of death.

Except as specifically provided for in this Plan or in any award agreement, or as

otherwise agreed to or determined by the Board, if the employment of a Participant with
the Corporation or any Affiliate is terminated for any reason prior to the exercise or
redemption of any Award, then the Participant shall be deemed to have forfeited all
right, title and interest with respect to any Award not fully vested g in respect ol which,
the Exercise Criterig has pnot beep satisfied upon that Participant’s last day of such

employment which shall be considered to be:

[A) {Hf the Participant is terminated for just cause, the actual date of termination;
and

(B f4if the Participant is terminated for reasons other than just cause, the date at
the conclusion of any statutory, contractual or commeon law period of notice of
termination of employment to which that Participant is entitled.

Notwithstanding the foregoing, in the event that a Participant’s employment with the
Corporation or any Affiliate is terminated withoul just cause or if the Participant resigns



from such employment then, at the sole and unfettered discretion of the Board, all or any
portion of the Awards granted to that Participant may be deemed to have vested_or to
haye had the Exercise Criteria relating thereto satisfied on the date of termination or

resignation.

5.6 Another Listed Category, Awards shall not be affected in the event the Participant ceases to fall
within a listed category contained in the definition of an “Eligible Person® hereunder where such
Participant falls within another listed category of such definition.

ARTICLE 6
CERTAIN ADJUSTMENTS

&1 Offer for Shares. In the event that any formal bid (as defined in the Securities Act) for the Shares
is made (an “Offer”), all Shares subject to outstanding OptessAwards not then exercisable gr
Iedeemable shall thereupon become immediately exercisable_gr redegmable.  Further, the Participant
shall be entitled to incdude in the written notice of election to exercise gr redeern all or any part of the
OpterAward that such Participant is electing to exercise gf redeem the SpterAward with the intention
of tendering the Shares acquired upon such exercise_gr redemption into the Offer, If such election is
made, in the event that the Offer is not completed and the relevant Shares are not taken up and paid for
by the offeror under such Offer (or a competing Offer), the Participant shall, upon return of certificates
representing such Shares, be deemed not to have exercised g redeemed the SpdenAward with respect
to such Shares and the Corporation shall return to the Participant the subscription proceeds therefor
and/or take such other actions to enable the parties to re-establish as closely as possible their situations
and respective economic positions as they existed prior to the making of the Offer and had no
OptensAwards become exercisable_gr redeempable as a result thereof, while making allowance for
taxation, regulatory and other irreversible events and consequences which may have intervened since the
making of the Offer,

&2 Changes in Shares, In the event of any stock dividend, stock split, combination or exchange of
shares, merger, amalgamation, acquisition, divestiture, consclidation, spin-off or other distribution (other
than normal cash dividends) of the Corporation’s assets to shareholders, or any other change in the
capital of the Corporation affecting Shares, the Board will, subject to Fe>Exchange approval, make such
proportionate adjustments, if any, as the Board in its discretion may deem appropriate to reflect such
change, with respect to (i) the number or kind of Shares or other securities reserved for issuance pursuant
to this Plan; (ii) the number or kind of Shares or other securities subject to unexercised or unredeemed
Awards previously granted; and (i) the Option Price or the Market Price of a Share at the date of grant,
as applicable, of Awards.

63  No Fractional Shares. The Corporation will not issue fractional Shares in satisfaction of any of its
obligations hereunder.

Acceler: ercise or | . wards. Notwithstanding any other provision of the
Flan, the Buard ma}r at any time g;!.re written notice to all Partidpants advising that their respective



Awards (other a than Deferred Share Unit) are all immediately exercisable or redeemable and may be
exercised or redeemed only within 30 days of such written notice or such other period as determimed by
the Board and not thereafter and that all rights of the Participants under any Awards (other than a
Deferred Share Unit) not exercised or redeemed within such period will terminate at the expiration of
such period.

6.5 Payment on Change of Control. Notwithstanding any other provision of the Plan, in the event of

the occurrence of a Change of Control of the Corporation or of an Affiliate of which a Participant is an

employee, with respect to all SptensBSLl Crants, Stock Appreciation Bights and Deferred Share Units
that are outstanding for such Participant on the date of the Change of Control (the “CoC Date”), (i} all
vesting criteria_and Exerdse Criteria, if any, applicable to such Sptens-and-prantetestricted Share
Units, Stock Appreciation Rights and Deferred Share Units shall be deemed to have been satistied as of

the CoC Date and (ii) except as may be otherwise provided under the terms of any other employee
benefit plan approved by the Board, each Participant wha has received any such SptensEOL Cranis or,

Stock Appredation Rights shall be entitled to receive, in full settement of such BpsdenREL Crants or
Stock Appreciation Bights, a cash payment equal #s{A) in the case 0f 3 Restricted Share Unit, the Special
Nalue (as defined below) and. (B in the case of a Stockk Appreciation Bight, the difference between the

Special Value and the Option Price in respect of such Optesiiod Appreciation Bight in each case
payable on the date which is ten Business Days following the CoC Date. For greater certainty, the

occurrence of a Change of Control will not trigger the right of a Participant to receive a payment in
respect of a Deferred Share Unit prior to afhe Termination Date for such Participant.

For the purpose of this Section 6.5, the term “Special Value” means an amount determined as
follows: (i) if any Shares are sold as part of the transaction constituting the Change of Control, then the
Special Value shall equal the weighted average of the prices paid for those Shares by the acquirer,
provided that if any portion of the consideration paid for such Shares by the acquirer is paid in property
other than cash, then the Board (as constituted immediately prior to the CoC Date) shall determine the
fair market value of such property as of the CoC Date for purposes of determining the Special Value; and
{ii) if no Shares are sold as part of the transaction constituting the Change of Control, then the Special
Value shall be the Market Price of a Share on the day immediately preceding the CoC Date.

ARTICLE 7
OPTIONS
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ARTICLE 11

DEFERRED SHARE UNITS

1.1 Grants of Deferred Share Units. The Board may grant rights (“Deferred Share Units ") to

Eligible Persons who are Employees. The Board shall designate the number of Deferred Share Units
granted.

112 Deferred Share Units. A Deferred Share Unit is the right to receive a cash payment equal to the
Market Price of a Share on the Termination Date, less any amount required to be withheld by applicable
law or, if applicable, one fully paid and non-assessable Share issued from treasury.



11.3  Terms of Deferred Share Units, Deferred Share Units shall be granted on such terms as shall be
determined by the Board and set out in the award agreement. Without limiting the generality of the
forgoing, subject to the provisions of the Flan, the Board shall, in its sole discretion and from time to time,
determine the Eligible Persons to whom grants will be made based on iks assessment, for each
Participant, of the anticipated contribution of such Eligible Person to the success of the Corporation. At
sich time, the Board shall also determine, in connection with each grant, the effective date thereof, the
number of Deferred Share Units to be allocated, and such other terms and conditions which the Board
considers appropriate to the grant in question, and which terms and conditions need not be identical as
between any two grants, whether or not contemporaneous,

114  Redemption of Deferred Share Units. Subject to the provisions of the Plan and award
agreement, a Deferred Share Unit held by a Participant shall be redeemed by the Corporation on the

Payout Date, unless otherwise agreed to between the Corporation and a Participant.

ARTICLE 12
OTHER AWARDS

ARTICLE 13
AMENDMENT PROCEDURE

13.1 Amendment Procedure. The Corporation retains the right to amend or terminate the terms and

conditions of the Plan by resclution of the Board. If required, any amendments shall be subject to the
prior consent of any applicable regulatory bodies, including the Exchange. Any amendment to the Plan
shall take effect with respect to all outstanding Awards on the date of, and all Awards granted after, the



effective date of such amendment, provided that in the event any amendment materially and adversely
effects any outstanding SetessAwards it may apply to such outstanding Awards only with the mutual
consent of the Corperation and the Participant to whom such Awards have been granted. The Board
shall have the power and authority to approve amendments relating to the Plan or to Awards, without
further approval of the shareholders of the Corporation, including the following non-exhaustive list of

such amendments:

(a) altering, extending or accelerating the terms and conditions of vesting of any Awards;

(b) amending the termination provisions of an Award, which amendment shall include
determining that any provisions of Article 5 concerning the effect of the Participant
ceasing to be an Eligible Person shall not apply for any reason acceptable to the Board;

=

{ch {e-determining adjustments pursuant to Article 6 hereof;

[d) teramending the definitions contained within the Plan, including but not limited to the
definition of “Eligible Person” under the Plan except as provided in Section 13.2(e);

(&l tiramending or modifying the mechanics of exercise or redemption of the Awards as set
forth in the Plan;

i} tgreffecting amendments of a "housekeeping” nature including, without limiting the
generality of the foregoing, any amendment for the purpose of curing any ambiguity,
error, inconsistency or omission in or from the Plan;

(gl #h-effecting amendments necessary to comply with the provisions of applicable laws
(including, without limitation, the rules, regulations and policies of the Exchange);

(hy fheffecting amendments respecting the administration of the Plan; and

i) freffecting amendments necessary to suspend or terminate the Plan.

132 Sharcholder Approval. Notwithstanding the foregoing, approval of the shareholders of the
Corporation shall be required for the following types of amendments:



{a) increasing the number of Shares issuable under the Plan, except such increase by
operation of Section 4.1 and in the event of an adjustment contemplated by Article &;

(b) amending the Plan which amendment could result in the aggregate number of Shares of
the Corporation issued to Insiders within any one-fh} year period under the Plan together
with any other security-based compensation arrangement, or issuable to Insiders at any
time under the Plan together with any other security-based compensation arrangement,
exceeding ten-percant£10%;} of the issued and outstanding Shares;

) teamending the listed categories contained in the definition of “Eligible Persons”
hereunder which would have the potential of broadening or increasing participation in
the Plan by Insiders;

(e} tgyamending Section 13.1 hereof and this Section 13.2; and

i #-making any amendments required to be approved by shareholders under applicable
law (including, without limitation, pursuant to the rules, regulations and policies of the
Exchange).

Where required by the policies of the Exchange, the shareholder approval required by this
Section 13.2 shall be by the majority vote of the shareholders of the Corporation excluding any votes cast
by Insiders who are entitled 1o participate as Eligible Persons under the Plan or who will specifically

benefit from the proposed amendmentand gs otherwise may be prescribed by the Exchange,

133 Conflict. In the event of any conflict between Sections 13.1 and Section 13.2, the latter shall
prevail to the extent of the conflict.



ARTICLE 14
GENERAL

141  No Rights as Shareholder. The holder of an Award shall not have any rights as a shareholder of
the Corporation with respect to any Shares covered by such Award until such holder shall have exercised
or redeemed such Award and been issued Shares in accordance with the terms of the Plan-finehacing-
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exaraised) and the Corporation shall issue such Shares to the Participant in accordance with the terms of
the Plan in those circumstances.

142 No Rights Conferred.

(a) = Nothing contained in this Plan or any Award shall confer upon any Participant
any right with respect continuance as a Director, Officer, Employee, or Consultant or
Management Company Employee of the Corporation or its Affiliates, or interfere in any
way with the right of the Corporation or its Affiliates to lerminate the Participant's
employment at any tme,

b g Nothing contained in this Plan or any Award shall confer on any Participant
who is not a Director, Officer, Employee, or Consultant or Management Company
Employee any right to continue providing ongoing services to the Corporation or its
Affiliates or affect in any way the right of the Corporation or its Affiliates to determine to
terminate his, her or its contract at any time.

143 Tax Consequences. Itis the responsibility of the Participant to complete and file any tax returns
which may be required under any applicable tax laws within the periods specified in those laws as a
result of the Participant’s participation in the Plan. The Corporation shall not be responsible for any tax
consequences to the Participant as a result of the Participant’s participation in the Plan, The Participant
shall remain responsible at all times for paying any federal, provincial, local and foreign income or
employment tax due with respect to any Award, and the Corporation shall not be liable for any interest
or penalty that a Participant incurs by failing to make timely payments of tax.

144  Withholding Requirements. Prior to the delivery of any Shares ot cash pursuant to the grant,
exercise, vesting, or settlemment of an Award, the Corporation shall have the power and the right to

deduct or withhold, er to require a Participant to remit to the Corporation, an amount sufficient to satisfy
any federal, provincial, local and foreign taxes that the Corporation determines is required to be withheld
to comply with applicable laws. The Corporation shall make any withholdings or deductions in respect
of taxes as required by law or the interprefation or administration thereof, The Corporation shall be
entitled to make arrangements to sell a sufficient number of Shares to be issued pursuant to the exercise
of an Award to fund the payment and remittance of such taxes that are required to be deducted or
withheld and any associated costs (including brokerage fees),



145  No Representation. The Corporation makes no representation or warranty as to the future
matket value of any Shares issued in accordance with the provisions of the Plan.

146  Blackout Policy Restrictions. Awards shall be subject to the Corporation’s insider trading policy
as may be in effect from time to time, including any Black-out Period, trading prohibition or requirement
to obtain mandatory pre-clearance of a transaction.

147  Governing Law, This Plan shall be governed by and construed in accordance with the laws of
the Province of Ontario and the laws of Canada applicable therein.

148  Severance. If any provision of this Plan or any agreement entered into pursuant to this Plan
contravenes any law ot any order, policy, by-law or regulation of any regulatoty body or Exchange
having authority over the Corporation or this Plan then such provision shall be deemed to be amended to
the extent required to bring such pravision into compliance therewith,

ARTICLE 15
SHAREHOLDER AND REGULATORY APPROVAL

15.1  'This Plan shall be subject to the approval of the shareholders of the Corporation to be given by a

resolution passed at a meeting of the shareholders of the Corporation, and to acceptance by the Exchange
and any other relevant regulatory authority. Any Awards granted hereunder prior to such approval and
acceptance (other than grants made under the Prior Plans prior to the effective date of the Plan) shall be
conditional upon such approval and acceptance being given, and no such Awards may be exercised

unless and until such approval and acceptance is given Ja-sseerdancaswith-therulesaf the Tox Ventura
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1.1

APPENDIX “C”

IMNCEM VIVESTOCK GFHION PLAN
{adopted by the Board of Ditectors om May 14, 2004)

TIIL WESTAIM CORTORATION

ARTICLE 1
PLEPOSLE

Purpase. | he purpose of this ineentive stock option plan of the Corporation is o adviance the

interesls of Qv Corporalion and its Alliliales by (a) allracling, rewarding and relaining highly comyaeionl
Prrsons as Employers, Diceciors, and Consullants: (D) providing addilicnal incentives lo Cmployees,
Mrectors, and Consultants as determimed by the Board by aligning thair mnterests with those of the

Clorporation’s shiarehelders; and (o) promoting the @aooess of the Corporation’s busingss,

1.2

Etfective Date. "I he Flan chall become effective upon the receipt of all regquired shareholder and

regu latary approvils (the “Effective l'ime”).

ARTICLL 2
IYEFIMNELY T'ERM S

Definitions. The Iollovwing, leoms wsed herein shall have dwe [ollowing meanings:

“Affiliate” meams an entity which 15 an taffiliate” of the Corporation for the purposes of
Malional Instrumen | 42-106 - Prospecius and Regisiration Deng fons;

“Black-{hat Period” means o time sehen, purmsmant toany polivies of the Corporation, any
sgrurities of the Corporation may noet be taded by certain persns as designated by the
Corparalion, iwluding any huoldder of an O lion;

"Board " means the board of ditectors of the Corpotation o, if establishad and duly authorized to
act in respect of the Plan, a commiltee of Que boarnd of directors of the Corporalion,

"Business Day” means any day, other than a Saturdiay or a Sunday, onowhich the Fxchange is

wpen for rading,
. - " . )
Change of Control” means the coommrenae of any of the follawing:

i) Q12 sale by the Corporalion of all ol the assets ol the Corporalion or subslantially all of
the assets of the Corporation;

iii] Quz acquisition by any Person (wlhether [oom the Corparalion or [rom any ather Person)
of Shares or other semrities of the Corporation having rights of purchase, conversion or
cxchange inn Shares which wgether wildy securilics of the Corporation Iwld by souch
Perzon, cithwer alone or tagelher wilth Persons “acling jeinlly or in conaerl” (as such
phrassis defingd by the Secuvities Aot) with such Person, exoeeds BO% of the issued and
cutstanding Sharves, [assuming for this test the purchase, comversion or exchange of such
olher securitics, whelwr then purchasable, convertible or exchangeable or nol, inle Qw
highesl iwmber of Ehares, such Porson or Persons would be entilled wa);



(i) the amalmamation of the Corporation with or inke any one or more other corpoarations
foidrer hans () an amalgamation af e Corporalion with or nlo a subsidiary (as such
e s detined in dwe Securilies Act)y of the Corporalion, or (B) an amalzamalion or
mergzer of the Comporation unanimously recommended by the Board provided that the
fommer helders of Shares receive, in the ageregate and in their capacities as sach, shares
of the amalgamalod corporalion having allached dweelo nol less than 50% of the voles
allachied o all shares ol such amalgamatec or meorged corporation],

iiv] Qur eleclion at a mecling of the Corporation’s sharclwlders of thal number of persons
wehich would represent o majority of the Board, who are not ncluded in the slate for

glection as directors proposad  the Corporation's shaveholders by the Corporation; or

(v the completion of any fransaction ot the first of o series of tansactons which would hiave
the same or similar effect as any transactom o1 series of transactions teferred to in
subscclions (1), {Ii), (1) relerred lo above,

“Consultant” means anindividual {other thian an Fmploves or e Direckor) or Compane (as such
beem is clefied indwe Txchange's Corporale Tinanoe Manal Policy L1 - Telerpreiaiion), thal:

(i i engaed o provide onoan ongoing B fide basis, comsulting, techniosl, mamagement or
olher services Lo lhe Corporalion or an Alliliate, other than services provided in relalion
o a dlislribulion of soaurilics:

(1] Prevides the scrvices under a wrillen conlract wity the Corporation or an Alliliale and
the indivichaal o the Company, as the case may be;

i1iij in the reasonable opinion of the Corparalinn, spencds ar will spend a sighilicant amounl
of firme and attention o the affairs and business of the Corporation or an Atfiliates; and

(iv] has i relationship with the Corporation or an Affiliate that enahles the individual to be

lrieleedmeshle shouat the business and stfairs of the Corporation;

“Corporabion” meams The Westaim Corpotation, a oaorporation existing under the laws of the

FProwvinee of Alberti, anid ANY SUCTHSSOT corpoTation;
“Director” means a member of e board of direclors ol the Corporalion or of any ol is Alliliales,

“TCligible Terson” mcans any Direclor, Cilicer, Tmployee, Managemenl Company Employor or
Consullanl of the Corporalion or any Alliliale delermined by the Board as cligible [or
articipation in the Plan;

"Tmployee” mreans an ndividual who is considersd an cmployos of e Corporalion or ils
Adliliates Lop the purposes ol the Tax Acl

"Fxchange” means the "I 5X Yenture bechange o if the Shares are not then listed and postad for
trading on twe TEX Wenlure Fxchange, on such slock cxchange in Canada on which such Shares
are lisled and posled [or trading as may ko sclecled [or such purpose by Qe Board;



“Hixed Term” mans the period of time duringg which an Option most be exervised parsuant to

the terms of the Plan;
“Insider” mzans:
i a direelor ar senior oflicer of he Corporalion,

(111 a direcior or senioe ollicer ol an entily olher han an individual that is an Insider or
subsicliary of the Corporalion,

(i} a person hal benclicially owns or conleols, direcly or indirectly, woling securilics

5

CHTTying more than 10% of the voting rghts athiached tooall catstmding voting seonrities

of the Corporation; or
(iv) the Corporation itself if it halds any of its own seoarities;
“Management Company Tmployee” means an individual emploved by a Consullanl providing,
MianaEETent servioes t the Cormporation, seho is requited for the ongoing suocessful operation of

the business enterprize of the Corpotation;

"Markel Price” as at any date msans the Last closing price of the Sharves on the Exchange on the
last mrading divy immediately precading the relevant dates In the event that the SBhares are not
then listed and posted for fading on any kxchange, the Market Price in respect thereof shall be
e [air markel value of such Shares as delermitied by e reasonakle ap plication by e Board of
a reasonakl: valuialion nelhocl,

“Offer” has lhe meaning sel oulin Seclion 6 1,

"Oficer” msans o semior officer of the Corpotation or an Affiliate;

"Option” means an oplion granled Lo puediase Shares or the Oplion Price ander Qe leems of
the Plan;

“Option Price” mcans the price por share al whid Shares may be purchased under an Qption as
e same may be adjusted [oom lime Lo lme in accordance wilh Article & hereol;

“Tarticipant” means an Tligitle Forson whe helds an Cplion under the lorms of the Plan;

“Plan® mizans this ncentive stock option plan;

"Securities Act” means e Securities Aot (Cnlaring, as may be amended Toom lime 1o Lime;
"Bhares” mean the commmon sharves of the Corporation as corrently constituted or, in the event of
an adjuslment as contemplated by Arlicle 6, such olwr shams or seourilics owhich a Parlicipant

may be entilled or on which e value of an Cplion may be bascd, as a resull of such adjuslment;

“Tax Act” meimns the Jrcons Tax Aet (Canadad ss amended from time to fme; and



“l'ermination ate” means the diste o Farticipant ceases t be an Eligible Person and, unless

otherwise provided hersin, does not inchade any period of statotory, aontractual or ressonable
nolice o any peried of salary conlinuance or deomed cmploymeanl,

ARTICLE S
ADMINISTRATION O FLAN

3l Lzeneral. ‘| hix Plan shall be gdministered by the Hoard swhich shall have the power, subiject to the

spedfic provisions of the Flan:

(e}

(b

(]
i)

(&)

(f)

(8

()

(k)

i

b eelablish policies and 1o adopl rules and regulalions for carrying oul Qur purposes,
pravwisions and schministration of the Pln;

b inberprel and oonsloue he Plan and o delermine all questions arising aul ol e Plan
and any Umtion granted pursaant to the Plan, whers svery such interpretation,
censtuction or determination made by the Board shall be final, binding and conalusive
Loz all purposes,

to determing the kligikle Persons toowhom Options are granted and o gramt Options;
o deleemine e exercise crileria, i any, in respoct of an Qplion;

to eleterming the Option Frice providead thit the Option Price shall not be less thim the
Markoer Prioe;

to determiing if the Shares that are subject to an Cprion seill be subject feany restrictions
upon e cxercise of such Crpon,

to detennine the ime or timmes when Options will ke granted and will be exeraisable;

w prescribe the lorm ol the instrumenls or Oplion ageeomenls relaling o dwe grant,
cxcrcise, and ather lormes of Cplions,

i corrach any celeel (cluding bul nol limiled ur amending an Cplion agrecment Lo
comply wilh applicable law), supply any omission, or reconcile any inconsisloney b dw
Fliam or any Option agreement in the manner and to the extent it shall desm desivable to

Ty ot the purposeas of the Plan;
o acthrize withhelding arrangements pursuant bo Section 9 4 ol e Plan;

b authorize any porsen Lo execule on behall ol the Corporalion any instrumenl pequired
i efleel the grant ol an Cplion proviously granbed by dwe Board, and

tor maloe all other determinations and fale all ather actions desoribed in the Plan or as the
Board olhorwise decms necessary or advisable [or adminisiering the Plan and
etffectuating its purposes,

The poveers described in this Seclion 3.1 shall e cxercised in accordance wilh applicalble
socurilies laws anc e rules and policics of O Exchange,



b s Delegation of Administration. ‘| he Beard may, from fime e dme, delegate the administration of
all or any part of the Plan tooa conmmittes of the Board and shall determine the seope of and may revoke
or amand such delegation,

3.3 Option Agreement. Fach Participant shall sxacute an Option agreementin the form detenmnined
by lhe Board [rom tme Lo lime, I the ovenl of any inconsistency belween dwe lorms of any Oplion
agreement and this Plan, e lerms of this Plan shall govern

34 Options hay be Separate or in landem. 1 the Board’s disoretion, Options may be gramted
alone, in addition o, or in tandem with any other award granted under anotlver plan ol Qe Corporalion

or an Alliliate, Cplions granled i addition Lo orin landem wily olher awards may be granted cither al
the same tirne or at different tirmes.

ARTICLL 4
SHAKES SLEJECT 'Y ITHE PLAMN

4.1 Rolling Man. Subject Lo adjuslment as provided i Article 4, the Shares o be issued under e
Plant shall consist of e Corporation’s authorized bl wnisswed Shares The aggregale number of Shares
o he reserved for issuance upon the exercise of all Options granted under the Flan [fogether with all
Shisres issuable pursuant to all other security-bassd compensation artangements of the Corporation] shall
nol exoond 10% of Qe issucd and oulstanding Shares al Qu: Lime of granting of Cplions (on a nen-diluled
basiz) alall limes e Corporalion will reserve ancd korp available a sudlicienl nomber of Shares insuch
MANREr a5 it may consider appropriate in order to satisfy the requitaments of all catstanding Cptions
miade under the Flan and all other cutstanding but unvested Options made ander the Plan that are o be
sclilzd in Sharees

4.0 Option Limiks. Lnder no cirenmstances shall this Plan, together with all other secarity-basad
compensation arrangemenlts of the Corporalion, resull, al any Ltme, n

(4] the rumiler of Shares issualle sxeeeding W% of the issued and cutstmeding Shares {on o

nom-diluted hasis): or

(b3 the issuance to Insiders, weithin g one-vear period, of o number of Shares exceadingg 1%

of theissued and outstanding Shiaras (on s non-diluted hasis)

4.3 Restrictions an Optians. The allobmenl of Shares and dw Corporalion’s obligalion o issue
Shires pursuant fo this Flan are subject fo the following conditions:

) subject Lo subsoctions Scclions 4,530k and 4 3(c) herool, moo Cligible Person may be granled
Ciplions o acquire muore than 2% of the issued and oulstanding Shares (on a non-diluled
biasis, culoulated as at the time of the grant of sach Options) inoane 12
unless the Corporation has abiaiwed disinleresled sharclulder approval in connection

Hwrewiy,

-momith period

atlF

(b} na Comsultant may be gpanted Options o aogquire more than 2% of the issued and
oulslanding Shares (on 4 non-diluled basis, calculaled as al the lme of the grant of such
ptions) i any 12-menth period; and



(] the amerepmate number of Options granted w0 Bligible Farsons retained e provide investor
relations gotivities shall not exosed 2% of the saed and outstanding Shares fon @ non-
cliluted basis, caloulated as al the lime of the grant of such Cplions) i any 12-month
rerioed

44 Lxercise of Options. Any cxercise of Cptions will make now granls available under the Flan
clleclively resulling ina re-loading ol the number of Shares availakle v be granted under the Plan

4.8 Optivns ‘| hat bxpive or'l emminate. [f any Option granted hereunder shall expire or terminsts for
any reason wilhoul having beony cxercised in ull, the Shares underdying the Cplion shall again T
available lo be granled under U Flan,

46 ERestrictions on Cxercise. Nolwilhelanding any of e provisions conlained in the Plan or any
Oplion, e Corporation’s abligation Lo issue Shares 1o a Parlicipant pursuant Lo the exercise of an Oplion
shall be subject i

fa Quz completion of sudy registration ar ather qualification of such Shares or e approoval
of lhe Dxchange or such olwer regulalory authorily as the Corporalion shall determine wa
e necessary ot advisahle in conmection with the suthorization, issuance or sale theraof;

i) Mz admission of sudy Shares Wo lisling on the Crchange; and

(7] the recaipt friom the Farticipant of such represemtations, agreements and undertakings,
including as w [utare dralings in sudy Shares as tw Corporalion or ils oounsel
delermines Lo be necessary or advizable in order lo saleguard againsl U violalion af the
serurifies laws of any jurisdiction.

In this regard, v Corporalion shall, o dwe cxlenl necessary, lake all reasonable sleps 1o obiain such
approvals, regislrations and qualifications as may be meoessary for we issuance of such Shares in
complisnee with applivable securities laws and for the listing of such Shiares on the Exchange. If any
Shares cannot be issned to any Participant for any reason inchading, without limitation, the failure to
oblain nocessary sharcholder, regulalory or siock cxchange approval, then dw obligation ol the
Clorporation to dssue such Bhares shall temminate and any ameants paid by the Participant to the

Clorporation to exercise ot tedeem an Option shall be retumed to the Participant,

4.7 Non-Assignable. A0 Oplion s personal e Qw Parlicipant and is no-assignable and pon-
transfarable, except with the prior written consent of the Corporation and any required aomsent of the
Fachange and any other applicable regu batory authority, Sotwithstanding the foregoing, an Option
granled lo a Consullant thal is a company ar paruiceship, may be assigned lo a Management Company
Crployee of such Consulland,

4.8 Substitute Options. Subjecl lo Codhange approval, dwe Board may granl QOplions ancer du Flan
in substilulion Ior slock options hwld by omyployees, dicccliors, consullanls or advisors ol analluer
aampany fun CAcquited Company”™) in connection with @ mergen, aomsolidation or similar transaction

imvalving such Acquited Company and the Corportation or oan Affiliste or the acquisition by the
Corporalion or an Alliliale ol property or slock ol D Acquired Companyg . The Board may direct thal Qe
substilule Oplions be granled on such eems aned concilions as dw Board considers appropriale iy Qe

CIrCmITshanoes.



ARTICLE 3
ELIGIBTLIIY ANIY CEASING 'O BE AN BLIGHHLE PRRSOMN

3 Eligible Persoms, Optionsmay only be granted to kligible Persons,

&l Compliance with Taws, Molwilislancding any provision contained in this Plan, t Parlicipant
may cxcrolse any C'plion granted ander this Plan and no Shares may ke issucd upon cxercise ol an
Option unless such exerase and fsoanee are in complianee with all applicable semrities laws or other
legzislation of the urisdiction of residence of such person and in complianee with the terms of the Flan.
Unless the polonlial Participant is a resident of Canada, Qv Corporalion may requice, as a oonelilion ol
v grant of an Cplicn, dwal the powenlial Parlicipant poovicde asritlen ackneisledgement thal the grant o
the Cptiom does not violate smy such Laws.,

23 Termination Drate. Subjoct o Seclion 54, 52 and 5 & and any cxpress resolulion passed by the
Voard, all Cptions, and all rights to aogquite Shares pursuant thereto, granted e oan Eligible Person shall

Expire and tenminate inmediately upom the Farticipant’s enminagtion |t

ad Circumstances When Options are Lxercisable. If, belore the expicy ol an QOplicn i accordanee
with the tenms theraof, o Participant osases to be o Eligible Person for any reason schistsoever, other than

termination by the Cerporation for cause (inowhich case all unexercised or unredesmed Cptions {vested
or wnvesled) shall ccase immedialely), such Cplions may, subjeel Lo

(i) the termns sstoutin the Option agreement;
(L any determination made by e Board o accelerale the vesting of or Lo exland the expiry

of an Cption; and
() any olwer beems of e Plan,
e exereisad:

) i e Participant is deccased, by the heirs ol the Parlicipant or by diwe legal personal
represantativals) of the estate of the Farticipant at any time within sis numthes followingg
the death of the Farticipant; or

(&) [ the Farticipant atany time within 90 davs following the Pemmination [t

Bul, in any case, subject uo any delerminalion of Qe Board, the exereize ol the Crplion msl e price oo Qe
cxpiry of e Fixed Term of the Qplicn and anly o the extent hal the Qplion was vesled or e exencise
ariteria were safisficd and the Fartivipant wiss otherwise entitled toexeroise the Option at the Venmination

|t

3h 1Death or'l erminabion of Fmployment.

(o Molwithslanding Seclion 54, i the evenl of Qw death of a Participant while in Qe
cmplovmenlt of the Corporation or any Alliliale, all Oplions granted Lo that Parlicipand
privr i the date of death shall be desmed e be vested in the Participant o to have had

the exercise ariteria relating thereto safisfied o the date of death,



(b3 Fxeept as specifically providad for in the Plan or inoany Option agresment, or as
atherwise agresd o or determined by the Hoard, if the employment of @ Parficipant with
Qv Corporation ar any Alliliale is lerminaled for any reason prior ba the exercise ol any
Oplicn, then dwe Parlicipant shall ke deemed w have focdeiled all right, e and inlerest
with Tespect iy any Option not fwlly vested or norespect of which the exercise criteria
haws not been satisfied upon thit Participant’s last day of such employmemt which shall
b consideread Lo e

(A il the Participant is lerminalod [or just cause, e actual date ol eeminalion; andd

iR if the Fartivipant is terminated for reasons other than just cause, the diate at the
conclusion of any slatubory, contractual or common law period of nolice of
terminalion of employment b which thal Parlicipanl is enlitled.

) Molwilthstanding the loregoing, i we evenl that a Participant’s emplovment with e
Corporalion or any Alliliale is lerminaled willhowl jusl cause or il Qv Parlicipanl resigns
fronn such employment then,at the sole and onfetterad diseretion of the Boared, all or
portion of the Options @anted f that Particpamt may be deenesd t hiave vested or fo
have had Qe exercise criteria eelaling weels satislod on Qe date of lerminalion or
pesignalion,

N Another Listed Category, Cplicns shall nol bio allecied in the evenl dwe Parlicipant ceases ua Lall
wilhin a listed calegory contained in e delinition of an “TCligitle TPerson® heeeunder wlweee such
Participant lalls willin anelher lisled calegory of sucy delindtion,

ARTICLL 6
CLERTAIN ADJUSTMENTS
a.l Offer for Shares. [ the evenl thal any formal kid (as delined in Oz Securitics Acl) lor the Shares
is made (an “Offer”), all Sharcs subjoct lo ouwlstanding Oplions nol then excrcisable shall hereupon
beoome immedialely excrcisable Turther, the Tarticipant shall be entilled o incude in the wrilien nelioe
of election to exeraise all or any part of the Gption that such Farticipant is electing to exercise the Cption

with the intenfion of fendering the Shares acgquired upon such exercise into the Offer. 1fsuch election is
made, in the event thal e Cdler is ool completed and the relevant Shares are nol lakan up and paid lor
by the offeror under such Offer {or a competing Offer], the FParticipant shall, upon returm of certi ficites
representing such Shares, be desmad not to have exercised the Option with respect o sach Shires and
Uwe Corporation shall retaen wa the Participant e subkscriplion proceeds dweelor andior lake such olheor
actions Lo cnakle the parlics 1o re-rstablish as dosely as possible heir silvalions and respeclive coonomic
positions as they existed priov to the nuking of the Offer and had no Options beoane exercisable ax
result thereof while maling allowanee for faxation, regulatory and other irreversible events and

consoguiences which may have inlervaned singe the making of the Ciler

6Ho Changes in Shares. [n the event of any stock dividend, stock split, combination or exchiange of
shares, merger, amal gammat on, aogquisition, divestitore, consolicdation, spin-off or other distribution (other
lan normal cash dividends) of he Corporalion’s asscls o sharcheolders, or any other diange in e
capilal of the Corporalion allecling Shares, the Board will, subject uo Cxchange approval, make such
propartionate adjustments, if anv, as the HBoard in it disoretion may deemn appropriate to reflect sach

chimgge, with respect to {1} the number ot kind of Shares or other securities reserved for issuames pursaant



to this Flan: (i) the nwmber or kind of Sharves or other secouarities subject o unesercised  Options

praviously granted: and {11 the Option Price of Options.

6.3 Mo Frachiomal Shares. I'he Corporation will not issue fractional Shiares in satistaction of any of its

chligatioms hereunder.

0.4 Accelerated Lxercise of Options. MNolwilhslanding any olcr provision of the Plan, dwe Board
Ay At any time mive written notioe tooall Partcipamts advising that their respactive Options ate all

immmediately exercisable dnd may be exercised only within 30 diavs of such written notice or such other
Preind as determined by the Board and neol herealler and that all righls of e Parlicipanls wideor any
Oplions nel excrcised wilin swdy perioc will lerminale al e expiration of such period,

8.5 Payinent on Change of Control. »olwilhslanding anv other provision ol Uwe Plan, in the evenlol
e ocoureence ol a Change of Canteel ol the Corporation or of an Alliliale of which a Parlicipant is an
amnployes, with respect to all Options that are outstanding for such Parficipant on the date of the Change
of Comtral {the "CoC 1Date”), (i} all vesting criteria and exercise criteria, if any, applicakle to soch Options,
shall be decmed 1o have boen salislicd as of dw Co Dabe and (i) cxocpl as may be alwrwise provided
under the terms of any alwr cmpleoyee benelil plan approsed by the Board, cady Participant who has
recrived any such Cptioms shall be entitled to receive in full settlement of such Option, & wash pavment
sl o the difference betweesn the Special Vialue and the Cption Frice inrespect of such Option, paysshle
ont he dale which is len Business Days Iollowing Que CoiZ Dale

For the purpose of this Section .3, the term “Special Yaloe” means an amount determingd as
followes: (111 sy Shares ave sold as part of the ansacton constituting the Changge of Contral, then the
Special Value ghall equal dwe weighied average of Uw prices paid [or dwise Shares by the acguircer,
Provided thal i any portion of the consideralion paid [or sudy Shares by the acquirer is paid in propreoly
other thian cash, then the Board {as constituted mmediately prior e the Cofl ate) shall determine the
fait market value of such property as of the Coll ate for purposes of deterniining the Special Yalue;and
(ii) if no Shares are sold as parl of lhe bansaction oonstluling dw Change of Conlrol, Qun e Special
Yalue shiall be the Barket Price of o Share on the day imnnediately praceding the Col Dite,

ARTICLIL 7

ArTIONS
Al Grant of Options. The Board may grant Oplions Lo Cligible Persons subject uo e provisions of
11w Tlar.
gl Option byercise lerm. Options shall be for o Hised "Termm and shall be exercisahle from fime to

Lime as delermined in the discrelien of the Board al Qwe lme of granl, provided that, subject o Seclion 7.3,
no Oplion shall have a lerm esceeding ten years (or swdh sherter period as is permilted by e Exdange
frivn time to e,

3 Black-Out Period. Fxoepl where nol permilied by the Drchange, wwhere an Qplion would expire
curing a Black-Cul Perind or within len Business Days Dollowing dw enc ol a Black-Cul Periocd, due werm
of such Option shall be automativally extended e the date wehich is ten Business [haes following the end
of such Black-Out Feriod.

74 lerms of Ophioms, Subject e this Atticle, the numnber of Shares subjedt to sach Option, the

Ciption Price, the expitation date of sach Cption, the extent toowhich each Option is exerasable from time
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to timne during the termof the Oprion and other erms and conditions (including vesting relating to each
such Option shall be determimed by the Board; provided, howeser, that if no specific determinstion is
made by dw Board wily respecl o any of the [ollowing maliers, cady Oplion shall, sulvjecl Lo any alwr
spreailic provisions ol the Plan, conlain the following werms ancd condilions

) Qv Figed Term shall ke weneyiars from he dale Qe Oplion is granled 1o du Paricipant;
(b} the Option Price shall be the darket Price of @ Share on the date of the grant of the

Ciptiom; and

i) Qur Cplion shall vesl in nslalments, wily Y ol sudy Dplicn exercisabde in whole or in
part am oo after the first anniversary fellowing the grant of the Option, and a further
vasting and beooming eserdsable onosach of the secomd and  thivd anmiversaries
telleseing, e grant of the Cpalion

7h Restrictions on OpHom Price. he Option Frice shall in oo dreomstanoes be lower than the
grcaler ol {4y the price permilled by the Cxchange; (i) Qe price permilied by any olhor regulatory body
having jurisdiction; and (iif) U Markel Price

P Lxercise of Options. Suljecl Lo e provisions of the Plan and Cplion agrecnenl, an Gplion may
b exercised rom lme Lo lime by delivery o e Corporalion al ils principal office of a wrillen milice of
exercise addroessed Lo the Chicl Financial Clicer of e Corperalion in a [omm appooved by the Board
fronn time to e and accompanied by payment in full of the Crption Price for the Shares to be purchased
in cash, cheque, ank drallor cleclronic ranslor of funds, Tpon reccipl ol paymend in full and sulyject b
vz terms ol this Plan, e number of Shares in respect of which the Cplion is cxercised will be duly
issued to the Farticipantas folly paid and non-assessable. Upon the exercse of any Option with a related

stock appreciation right, the corresponding portion of the related stock appreciation right shall be
surrendered e Corperation and cancelled,

ARTICLE S
AMENDMENT PROCTDLRE

B Amendment Procedure. 'he {orporation retains the right ter amend or temminate the rerms and

amditions of the Pl by resclotion of the Beard, If vequired, any amendments shiall be subject & the
pricr onsonl of any applicakle mgulawory bodies, incduding the Exdwange, Any amendment 1o dw Plan
shall Lalee etlect wilh respect b all oulstanding <ptions on the date of, and all Cplions granted atler, e
effect ve date of such amendment, provided thiat in the event any amendment materially and adversely
efferts any outstanding Options it may apply o soch outstanding Options only with the mutoal consent
of lhe Corpuralion and e Parlicipanl le whem swdy Cpions have bean granled, The Board shall hawe
vz power and avldwrcily b appoove amendments claling v e Plan or o Oplicns, withoul (urther
approval of the shareholders of the Corporation, induding the following non-exhaustive list of such

Amenchmnents;
() altering, cxlending or accclerating dwe lerms and conditions of vesting of any Crplions,
il amending the lerminalion provisions of an COplion, which amendmenl shall incloee

deicrmining thal any provisions of Arlicde 5 conceoning the ellect af the Parlicipand
ceasing to be o Fligikle Person shall noetapply for any reason acceprable to the Board;
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aceelerating the expivy of the Fieed Term of any Option;
delermining adjuslments pursuant 1o Arlicle & T el

amending the definitions contained within the Flan, inclaoding but not limited to the
cefinition of “Eligible Person® under the Plan cxocpl as provided in Seclion & 202);

amending o moditying the mechanics of exercise of the Options as set forth in the Flang
cllecling amondments of a “housckecping™ nalure wluding, wilthoul limiling, e
menerality of the foregoing, any amendment for the purposs of uring any ambigoity,

BTIOT, nenmnsistency o omission inor from the Flan;

cllecling anmendments nwecessary 1o comply willy e provisions of applicable laws
fincluding, without limitation, the rales, reglations and polices of the beehamgge);

i cllecling amendmenls respecting e administralion of U Flan, and
)] atferting mmendments necessary to suspend or fermiinate the Plan,
R Shareholder Approval. otwithstanding the foregning appreval of the shargholders of the

Clorporation shall be required for the following types of smendments:

()

(b}

()

(&)

(f]

increasing e mumber of Shares issuakle wnder the Plan, exoepl sudy increase by
aperation of Section 4.1 and in the svent of an adpustment conternplated By Articls 6;

amending the Plan whidt amendment could resull in e aggregate number of Shares of
Qv Corporalion issucd Lo Insiders within any one year period wnder Que Plan tagelher
weith any other seonrity-based compensation armsngement, o issuashle i Insiders ot any
time under the Flan together with any other security-based aompensation arrangement,
cxoonding 10% of e issucd and oulstanding Ehares;

extencing the Fixed lerm of an Option bevend the expiry of the original Fised 'Term of
vz Cretion olwr han as a resull of a Blackoul Perind as sel forth in Secticon 7.2),

sxncept as permitted pursuant fe Article 4, reducing the Option Price of an Option or
cameelling an Option and replacing such Option with o lower Option Frice ander such
replacement Oplion, provided hal, reducing the Qplion Price of an Cplion held by an
Insicder or cancelling an Cplion held by an Insider and eplacing sudy wil a lower
Oiption Frice shall not be effective until disinterested shareholder approvial has been

ohtainegd;

amending the listed categories amtaimed 0 the definition of “kligible Persons®
hereunder which would hiave the potential of brosdening or inaeasing participation in
vz Plan by Insiders,

any amemcment which woulid permit Opfions granted ander the Flan o be transferable
or assignable olher han for nommal estate settlement purposes (and other than as set
[orth in Seclicn 4.7,
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(32 amending Section 1 hereof and this Section #.2; and

il making any ameondments reguired 1o e approved by sharcholders under applicakle law
(incuding, wilwul limilation, pursuant o dw rules, regulalions and policies ol w
Faihange).

Where mequired by Lthe policies ol the Cxdiange, e sharcholder appeaval eequired by Lhis
Sectiom B2 shall be by the majority vote of the shareholders of the Corporation excluding any votes cast
by msicders who are entitled to participate as BEligible Persons under the Plan o who will specifically
benelil rom D preposcd amendmenland as ol reeise may ke preseribaed by e Teduge,

k.3 Contlict. In the event of any amflict betvween Sections 51 and Section 8.2, the latter shall prevail

tor the extent of the aonflict

ARTICLES
GENER AL

9 Mo Hights as Shareholder. | he holder of an Option shall not bave any rights s s shiarsholder of

the Corpotation with respect toany Shiares coversd by such Option unti L such holder shall hiave exerdsed
such Crption and been issued Shares inoacoordanee with the terms of the Plan (including tender of
Pagmuent in [l ol the Cplion Price of the Shares in respoct of whidy an Qplion is being exercisec) and Qe
orporalion shall issur such Shares o the Parlicipant in accordanae with e termes ol the Plan in those

CIrCuITshnoes.

a2 Mo Rights Conferred.

[} Sothing contained in this Plan orany Option shall gonfer upon any Farticipan tany vight
wilh peeprect conlinuanes as a Dimector, QUicer, Coployee, or Consullant or Managemanl
Company Cmployee of he Corporalion ar its Alliliales, or interleee i any way wildy the
right of the Corporation or its Affiliates to termminate the Farticipant’s employment at any

e

(b} sothing containgd in this Plan or sy Option shall confer onany Fartiapant who is not g
| Mrector, Cfficer, |".1'I‘|}')|(]}-'-L—'1H, ot {lomsultant or Ranajement Company I-'.mplu_w,fet-! Any
righl lo conlinue prooviding ongoeing servioes Lo Qv Corporation ar ils Alliliales or allecl
in any way lhe right ol the Corporation or ils Atliliates wo determine Lo lerminale his, her
or it contract abany ime,

9.3 Tax Consequences. I is e responsibility ol Qwe Parlicipant lo complele and Qe any lax relurns
which may ke required under any applicakle lax laws wilthin e poriods specified in those laws as a
result of the Participants participation in the Plan. ' The Corperation shall not be responsible for any fax
conscquences Lo the Parlicipant as a resull of twe Parlicipant’s paricipation in the Plan, The Tarlicipand
shall remain responsible al all dmes for paying any lederal, provincial, local and lomeign ncome or
amnployment tax due with respect to sy Opton, and the Corporation shall not be Hable for any interest

o parialty that a Fartiapant inoars by failing fomakes fmely mavmemts of fax,

H9.4 Withholding Requirements Prior Lo the delivery of any Shares or cash pursuant ua the grant,
exeraise, of vesting of an Option, the Corporation shall have the power and the right to deduct or

withhold, o to requite @ Participant to remnit to the Corperation, an ameant sutficent o satisfy any
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federal, provineial, ool and forsigm taxes that the Corporation determines is required to be withheld to
womply with applicable lves. The Corporation shall make any withholdings or deductions in respect of
Laxes as poquiredd Dy lawe or lwe inlorprelation or administralion Qweeol The Corporation shall ke cnillod
b make arrangemenls tooscll a sullicient number of Ehares 1o ke issued pursuant o the cxerdise of an
Diptiom te fund the payment and remittines of such faxes that are requited to be decducted or withheld

aned any assoviated costs finalading brokerame fess).

SR Moo Bepresentabion. 'lhe {orporation makes no representation or warranty as o the future

miarket value of any Shares issued inoaccordiames with the provisions of the Flan.

i Elackout Molicy Restrictions. (2plions shall ke subject Lo the Corporalion’s insicder tading ppolicy
ds1may be in effect from time to time, mcluding any Black-out Pericd, tading prohibition or requirament
to abtain mandatory presclearance of 4 fmsaction.

a7 Goverming Lave. 'his Flan shall be governed byand constrasd moaccordanee seith the Lpses of the

Frowinee of Cntario and the howes of Canada applicahls therain,

a8 Severance. [ any provision of this Plan or any agreament enteeed inbo pursuant Lo this Plan
amtravenes any low or any order, polioy, by-laose or regulation of any vegalatory body or beockiangge
having authority aver the Corporation or this Flan then such provision shall be deemed to be amended to
Uz exlant pegquired o bring such provision o compliancs herewilh

ARITCLE 10
SITARLIIOLDR AND RECTULATORY ATTROVAL

[[SA] his Flan shall be subiject to the approval of the shiarsholders of the Corporation o be given by o
resclution passed at g meeting of the sharsholders of the Comporation, and toacceptance by the bxochiangs
and any olher pelevant regulalory avlwrily, Any Cplions granted heecunder prior Lo such approval and
acozplance shall e condilional wpon such approval and acoeplanee being given, and no such Cplions
may e exeroised unless anad until such approval and aceeptincs is given, Inaccordimes with the roles of
the Fxchangs the Plan muast thereafter recel ve yearly shareholder approval at the Comporation's anmal
aeneral mecling,



APPENDIX “D”
THE WESTAIM CORPORATION
AUDIT COMMITTEE CHARTER
(Revised February 2013)

A. Overview and Mandate

The Audit Committee (the “Committee”) is responsible to the Board of Directors (the “Board”) of The
Westaim Corporation (the “Corporation”). The Committee shall review the annual consolidated
financial statements of the Corporation and shall report thereon to the Board before such annual
consolidated financial statements are approved by the Board, and shall oversee the accounting and
financial reporting processes of the Corporation and the audits of the financial statements of the
Corporation. The Committee also shall perform the duties as described under “Duties and
Responsibilities” below.

The Committee, in its capacity as a committee of the Board, shall be directly responsible for the
appointment, compensation, retention and oversight of the work of any registered public accounting firm
engaged (including for the resolution of disagreements between management and the auditor regarding
financial reporting) for the purpose of preparing or issuing an audit report or performing other audit,
review or attest services for the Corporation (the “auditor’), and each auditor must report directly to the
Committee.

It is recognized that the Committee will be acting only within the terms of reference set out herein and it
is not intended that the Committee shall usurp any of the powers or responsibilities of the Board as set out

in the Business Corporations Act (Alberta) and/or the By-laws of the Corporation.

The Committee may engage independent counsel or other advisors as it determines necessary to carry out
its duties.

The Corporation shall provide for appropriate funding, as determined by the Committee in its capacity as
a committee of the Board, for payment of:

a. compensation to any auditor;

b. compensation to any independent counsel or adviser employed by the Committee pursuant to this
charter; and

c. ordinary administrative expenses of the Committee that are necessary or appropriate in respect of
the performance by the Committee of its duties.

B. Membership and Attendance at Meetings

1. The members of the Committee shall consist of not fewer than three (3) members each of whom
shall be a director of the Corporation.

2. A majority of members of the Committee shall be resident Canadians.

3. A majority of members of the Committee shall satisfy the independence requirements applicable
to members of audit committees under National Instrument 52-110 — Audit Committees of certain
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of the Canadian Securities Administrators and the requirements of any other applicable legislation
or stock exchange rules, subject to any exemptions or relief that may be granted from such
requirements.

Each member of the Committee shall have, or shall acquire within a reasonable time following
appointment to the Committee, 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
Corporation’s financial statements.

The Chairman of the Committee shall be appointed by the Board and shall be responsible for the
overall operation of the Committee.

Members shall serve one-year terms and may serve consecutive terms.

The auditor of the Corporation is entitled to receive notice of every meeting of the Committee and
be heard thereat.

In its discharge of its responsibilities and duties set out herein, the Committee shall have free and
unrestricted access at all times, either directly or through its duly appointed representatives, to the
relevant accounting books, records and systems of the Corporation and shall discuss with the
officers of the Corporation such books, records, systems and other matters considered
appropriate.

Duties and Responsibilities

The Committee shall fulfill the following duties arising from its mandate set out above:

Review and assess the adequacy of this charter on an annual basis, or more often if deemed
appropriate.

Review the annual consolidated financial statements of the Corporation and the notes thereto
following the examination thereof by the auditor and prior to their approval by the Board and
report to the Board thereon.

Review and approve the quarterly financial statements, notes thereto and quarterly management
discussion and analysis (MD&A) and related press releases of the Corporation prior to their
release.

Review the annual MD&A, and other public disclosure documents and related press releases,
including any prospectus prior to their approval by the directors.

Review, and approve, the planned scope of the examination of the annual and quarterly
consolidated financial statements and all related audit activities by the auditor of the Corporation,
including expected related audit fees.

Review the accounting principles and practices to be applied and followed by the Corporation
during the fiscal year and any significant changes from those applied and followed during the
previous year.
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Review the adequacy of the systems of internal accounting and audit policies, practices and
controls established by the Corporation, and discuss with the auditor the results of its reviews and
reports.

Review all litigation and claims involving or against the Corporation which could materially
adversely affect its financial position and which the auditor or any officer of the Corporation may
refer to the Committee.

Ensure the auditor’s ultimate accountability to the Board and the Committee as representatives of
the shareholders and as such representatives, to evaluate the performance of the auditor and
review and report to the directors regarding the nomination and the remuneration and other
material terms of the engagement of the auditor, and the performance by the auditor thereunder,
and to recommend to the shareholders the reappointment or replacement of the auditor.

Ensure that the auditor submits on a periodic basis to the Committee, a formal written statement
delineating all relationships between the auditor and the Corporation, consistent with Canadian
auditor independence standards, and to review such statement and to actively engage in a
dialogue with the auditor with respect to any disclosed or undisclosed relationships or services
that may impact on the objectivity and independence of the auditor, and to review the statement
and the dialogue with the Board of Directors and recommend to the Board of Directors
appropriate action to ensure the independence of the auditor.

Provide a line of communication between the auditor and the Board, and communicate directly
with the auditor and with any internal auditor of the Corporation.

Meet with the auditor at least once per quarter without management present to allow a candid
discussion regarding any concerns the auditor may have and to resolve any disagreements
between the auditor and management regarding the Corporation’s financial reporting.

Review and pre-approve non-audit services provided by the auditor.

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

Review any internal audit plan and review all reports arising from any such internal audit activity.

Approve the Corporation’s Disclosure Policy and review and assess the adequacy of the policy on
an annual basis, or more often if deemed appropriate.

Review and approve all “related party” transactions, as defined by the rules of the applicable
regulatory authorities.

Review the status of taxation matters of the Corporation and its major subsidiaries.

Review the short term investment strategies respecting the cash balance of the Corporation.
Review the hedging strategies of the Corporation.

Review the adequacy of all insurance policies maintained by the Corporation.

Establish procedures for:
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a. the receipt, retention, and treatment of complaints received by the Corporation regarding
accounting, internal accounting controls, or auditing matters; and

b. the confidential, anonymous submission by employees of the Corporation of concerns
regarding questionable accounting or auditing matters.

Review regular reports from management and others with respect to the Corporation’s
compliance with laws and regulations having a material impact on the financial statements of the
Corporation.

Review annually the Corporation’s reserves with respect to environmental, health and safety
matters.

Conduct or undertake such other duties as may be required from time to time by any applicable
regulatory authorities, including the TSX Venture Exchange or any other stock exchange.

At least annually, undertake a self assessment of the Committee’s performance of its duties.

Meetings

Meetings of the Committee are held as required and at least quarterly.

Committee meetings may be called by the Committee Chairman or by a majority of the
Committee members.

The procedures for calling, holding, conducting and adjourning meetings of the Committee shall
be the same as those applicable to meetings of the Board. Notwithstanding such procedures, a
meeting of the Committee may also be called by the external auditor.

A quorum for the transaction of business at any meeting of the Committee is a majority of
appointed members.

The Committee may invite to a meeting any officers or employees of the Corporation, legal
counsel, advisors and other persons whose attendance it considers necessary or desirable in order
to carry out its responsibilities.

Meetings may be held by way of telephone conference call.

A written resolution signed by all Committee members entitled to vote on that resolution at a
meeting of the Committee is as valid as one passed at a Committee meeting.

The Corporate Secretary will ensure that minutes of the proceedings of all meetings of the
Committee are maintained and available to the Board when requested.

Reporting

The Committee shall report on its review of the audited consolidated financial statements of the
Corporation to the Board prior to the approval of financial statements by the Board. In addition,
the Chairman of the Committee shall, when deemed necessary or when requested by the
Chairman of the Board, report to the Board from time to time on the activities of the Committee.



