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WaterFurnace Renewable Energy, Inc. 

Notice of Annual General Meeting of Shareholders 

to be held 
May 10, 2012 

 

NOTICE IS HEREBY GIVEN that the 2012 Annual General Meeting of the Company (the “Meeting”) will 
be held on Thursday, May 10, 2012, in Fort Wayne, Indiana, U.S.A., at the Company’s headquarters at 
9000 Conservation Way at 1:00 PM Eastern Daylight Time for the following purposes: 

(a) To receive the financial statements of the Company for the year ended December 31, 2011, 
together with the auditor’s report thereon. 

(b) To elect directors for the Company for the ensuing year. 

(c) To appoint Grant Thornton LLP, Chartered Accountants, as auditor for the Company for the 
ensuing year and to authorize the directors to fix the auditor’s remuneration. 

(d) To transact such other business as may properly come before the Meeting or any adjournment or 
adjournments thereof. 

Shareholders are invited to vote online or by telephone as directed in the form of proxy or to complete the 
enclosed form of proxy and mail it as soon as possible in the envelope provided to the address provided 
therein. 

To be used at the Meeting, proxies must be either voted online or by telephone 48 hours before the time 
fixed for the Meeting (that is, by 1:00 p.m. Eastern Daylight Time on Tuesday, May 8, 2012). If mailing the 
completed form of proxy, it must be received not less than 48 hours before the Meeting. 

Or, proxies can be mailed or hand-delivered to the office of the Company’s registrar and transfer agent, 
Computershare Investor Services Inc., 100 University Avenue, Suite 900, Toronto, Ontario, Canada, M5J 
2Y1, so long as they get there not less than 48 hours before the Meeting. 

 

Dated this 30th day of March, 2012, by Order of the Board, 

Fred Andriano 
Corporate Secretary 
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1. Voting Information 

Solicitation of Proxies 
This information circular (“Information Circular”) is furnished in connection with the solicitation of 
proxies by WaterFurnace Renewable Energy, Inc. (the “Company”) for use at the Company’s 2012 
Annual General Meeting (the “Meeting”) of the holders of common shares (“Common Shares”) of the 
Company (“Shareholders”) to be held on Thursday, May 10, 2012, in Fort Wayne, Indiana, U.S.A., at the 
Company’s headquarters at 9000 Conservation Way at 1:00 PM Eastern Daylight Time. The time and 
purpose of the Meeting are set forth in this Information Circular and the Notice of Meeting (“Notice”). 

You are requested to vote online or by telephone as directed in the form of proxy or to complete the 
enclosed form of proxy and mail it as soon as possible in the envelope provided to the address provided 
therein. To ensure that your shares are represented at the meeting, proxies to be used at the meeting must be 
either voted online or by telephone 48 hours before the time fixed for the Meeting, or if mailing the 
completed form of proxy, it must be received by the Company’s transfer agent, Computershare Investor 
Services Inc., not less than 48 hours before the time fixed for the Meeting (that is, by 1:00 p.m. Eastern 
Daylight Time on Tuesday, May 8, 2012). It is expected that solicitation of proxies will be made by 
internet, telephone and mail or other personal contact to be made by directors, officers or employees of the 
Company, or by other agents (including solicitation agents). The Company will bear the cost of such 
solicitation. 

Appointment and Revocation of Proxies 

Any person may act as proxy, whether or not he is entitled on his own behalf to be present and vote at the 
Meeting. The Shareholder has the right to appoint a person or company to represent the Shareholder 

at the Meeting other than the person or company, designated in the form of proxy. A Shareholder 
desiring to appoint a person other than the persons named in the enclosed form of proxy to attend and act 
for him on his behalf at the Meeting, or any adjournment or adjournments thereof, may do so by following 
the instructions given on the proxy and delivering the proxy, or by completing another proper form of 
proxy, and, in either case, depositing the form not less than 48 hours preceding the time of the Meeting at  
the office of the Company’s Registrar and Transfer Agent: Computershare Investor Services Inc.,100 
University Avenue, Suite 900, Toronto, Ontario, Canada M5J 2Y1. 

The Common Shares represented by the proxy 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. 

Any proxy may be revoked by instrument in writing executed by the Shareholder or by his attorney 
authorized in writing and if the Shareholder is a corporation, by a duly authorized officer or attorney 
thereof. Revocation must be delivered either at the Company’s Registrar and Transfer Agent or at the office 
of the Company. Revocation can be made at any time up to and including the last business day preceding 
the date of the Meeting or any adjournment thereof at which the proxy is to be used, or delivered to the 
Chairman of the Meeting on the day of the Meeting, or any adjournment thereof, except as to any matter in 
which a vote may already have been cast pursuant to the authority conferred by such proxy. 
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Voting 

Registered Holders 

If you are a Registered holder of Common Shares, you may vote in person at the meeting or you may 
appoint another person to represent you as proxyholder and vote your shares at the meeting. If you wish to 
attend the meeting, please bring a copy of the enclosed proxy and register with the Scrutineer when you 
arrive at the meeting. 

If you do not wish to attend the meeting you should complete and vote the enclosed form of proxy by 
internet, telephone or by mailing it. Any common shareholder who wishes to appoint another person to 
represent them at the meeting may do so by inserting such person’s name in the space provided on the form 
of proxy. The person you appoint to represent you does not need to be a shareholder. 

The form of proxy enclosed herewith, when voted by internet or telephone or when properly dated, signed 
and delivered, confers discretionary authority with respect to amendments or variations to the matters 
which may properly come before the Meeting or any adjournments thereof. As of the date of this 
Information Circular, the Company is not aware that any such amendments, variations, or other matters are 
to be presented for action at the Meeting. 

Non-Registered Holders 

If your shares are registered in the name of a depository (such as CDS & Co. or CEDE & Co) or are held 
by an intermediary (such as a bank, trust company, securities dealer or broker), you are a Non-Registered 
Holder of Common Shares. If you are a Non-Registered (or “Beneficial”) holder, you will have received a 
Voting Instruction Form instead of a proxy. The purpose of this document is to permit you to direct the 
voting of the units you beneficially own. Typically, intermediaries will use a service company (such as 
Broadridge Communications Solutions) to forward the meeting materials to Non-Registered Holders. 

In order for your voting instructions to be carried out, please give your voting instructions by internet or 
telephone by following the directions on the form. Or, sign and return by mail the Voting Instruction Form 
in accordance with the directions provided. If you wish to attend the meeting and vote in person, you must 
give instruction by internet or telephone according to the directions on the form or complete, sign and 
return by mail the form prior to the cut-off, indicating in the space provided, your name or the name of the 
individual you wish to represent you. Please follow the instructions on this form closely and return the form 
to the address listed thereon. 

The Common Shares are the only class of shares entitled to be voted at the Meeting. Each Common Share 
carries the right to one vote. 12,227,667 Common Shares were issued and outstanding as of March 30, 
2012. Any Shareholder of record on the close of business on the record date of Thursday, April 5, 2012, is 
entitled to vote the Common Shares registered in such Shareholder’s name. The registered Shareholders of 
the Company on the record date will be entitled to one vote each at the Meeting on a show of hands and 
one vote per share on a poll, provided they are the legal owners or have received proper voting instructions 
from the legal owners. 
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Interest in Matters to be Acted Upon 
To the knowledge of the directors and executive officers of the Company, persons or corporations who 
beneficially own, directly or indirectly, or exercise control or direction over, shares carrying more than 
10% of the voting rights attached to any class of voting securities of the Company carrying the right to vote 
in all circumstances are the following: 

• James R. Shields whose family collectively, including the respective spouses, children and 
grandchildren of James R. Shields and Timothy E. Shields, beneficially own 3,039,469 Common 
Shares being 24.9% of the outstanding shares of the Company. See also Note 9 to the Board 
Nominee Information table in the next section for more details. 

• Royce & Associates filed National Instrument 62-103 Report Filed by Eligible Institutional 
Investor Under Part 4, acknowledging that their funds owned 1,503,900 Common Shares at 
December 31, 2011, which was 12.3% of all outstanding shares at that date. 

2. Business of the Meeting 

Election of Directors 
The seven nominees on the list, which follows, are proposed by the Board of Directors of the Company (the 
“Board”) for election as directors of the Company. Three of the nominees are ordinarily resident in Canada, 
and each director elected will hold office until the next annual general meeting. 

In the absence of a contrary instruction, the persons named in the enclosed form of proxy intend to vote for 
the election as directors of the nominees proposed by the Board whose names are set forth in the table 
below, each of whom has been a director since the date indicated opposite his name in such table. The 
Board does not contemplate that any of the nominees will be unable to serve as a director, but if that should 
occur for any reason prior to the Meeting, it is intended that discretionary authority shall be exercised by 
the persons named in the enclosed form of proxy as nominee to vote the Common Shares represented by 
proxy for the election of any other person or persons as directors, unless the Shareholder who has given 
such proxy has directed that the shares be withheld from voting in the election of directors. 

The following table sets forth information with respect to each of the seven persons recommended by the 
Board to be nominated for election as a director, including the number of Common Shares of the Company 
owned beneficially, or over which control or direction was exercised by such person, as of March 30, 2012: 
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Board Nominee Information 

 

Proposed nominee and Principal occupation Director Shares beneficially
 (7)

 
municipality of residence  since owned, directly or 
   indirectly, or over 
   which control 
   or direction 
   is exercised 
 

 

Thomas F. Huntington  President & CEO August 6, 10,100
 (8)

 
Fort Wayne, Indiana, U.S.A.  WaterFurnace 2009 Common Shares 
 Renewable Energy, Inc. 
 

 

James R. Shields
 (1)

 Investor & Chairman Emeritus May 21, 1,317,365
 (9)

 
Fort Wayne, Indiana, U.S.A. WaterFurnace 1997 Common Shares 
 Renewable Energy, Inc. 
 

 

Timothy E. Shields
 (1)

 Investor and Chairman May 4, 529,597
 (9)

 
Fort Wayne, Indiana, U.S.A. WaterFurnace 1999 Common Shares 
 Renewable Energy, Inc. 
 

 

Thomas C. Dawson, CA
 (1,2)

 Corporate Director May 4, 34,000 
Toronto, Ontario, Canada  1999 Common Shares 
 

 

J. David Day, LLB
 (1,3,4)

 Corporate Director May 21, 97,800 
Toronto, Ontario, Canada  1997 Common Shares 
 

 

Charles R. Diltz
 (2,3,4)

 Sr. Vice President May 7, 26,000 

Houston, Texas, U.S.A. Comfort Systems U.S.A.
 (5)

 2004 Common Shares 
 

 

Geoffrey W.J. Pottow, Ph.D. Eng.
 (2,3,4)

 President and CEO of November 7, 132,550 

Toronto, Ontario, Canada The Becker Milk Co. Ltd.
 (6)

 1997 Common Shares 
 
 

(1) 
Member of the Executive Committee. 

(2) 
Member of the Audit Committee. 

(3) 
Member of the Compensation Committee. 

(4) 
Member of the Governance and Nominating Committee. 

(5) 
Comfort Systems U.S.A. is a national HVAC company headquartered in Houston, Texas. 

(6) 
The Becker Milk Company Ltd. is a public real estate management and investment company (TSX 

BEK.B). 
(7) 

The information as to Common Shares beneficially held or controlled, not being within the knowledge of 
the Company, has been given by the nominees. 

(8) 
The value of 10,000 Company shares is held in Mr. Huntington’s deferred compensation plan. The plan 

vested one third of the shares in 2010 and one third in 2011. The last third will vest in 2012. 
 (9) 

James R. Shields, the Company’s founder, and his wife together own 1,317,365 Common Shares of 
which 529,953 are in grantor retained annuity trusts. Timothy E. Shields, son of James R. Shields, and 
his wife together own 529,597 Common Shares of which 120,000 are in grantor retained annuity trusts. 
Collectively, the James R. Shields family, including the respective spouses, children and grandchildren 
of James R. Shields and Timothy E. Shields, beneficially own 3,039,469 Common Shares. 
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Each director has confirmed with the Company the number of shares each owns or controls. 

Appointment and Remuneration of Auditor 
The persons named in the enclosed proxy propose to vote for the reappointment of Grant Thornton LLP, 
Chartered Accountants, as auditor of the Company to hold office until the next annual general meeting of 
Shareholders. The Board of Directors proposes that the directors of the Company be authorized to fix the 
auditor’s remuneration for the ensuing year. Grant Thornton LLP was first appointed as auditor of the 
Company in 1992. Unless otherwise instructed, the proxies given pursuant to this solicitation will be voted 
for the appointment of Grant Thornton LLP, Chartered Accountants, as auditor of the Company to hold 
office until the next annual general meeting of Shareholders. 

Other Matters to be Acted On 
The Board knows of no other matters to come before the Meeting other than as set forth in the Notice, but 
if such should occur, the persons named in the accompanying form of proxy intend to vote on them in 
accordance with their best judgment, exercising discretionary authority with respect to amendments or 
variations of matters identified in the Notice and other matters which may properly come before the 
Meeting or any adjournment thereof. 



 

WaterFurnace Renewable Energy, Inc. Page 10 of 24 Information Circular, March 30, 2012 

3. Executive and Board Compensation 

General 
For the financial year ended December 31, 2011, the aggregate compensation paid or payable, awarded, 
granted, given, or otherwise provided, directly or indirectly by the Company and its subsidiaries whose 
financial statements are consolidated with those of the Company to its directors and the listed executive 
officers was $355,751 and $1,773,652, respectively. 

The pension plan of the Company is a 401(k) Retirement Plan offered to the employees of the Company’s 
wholly owned U.S. subsidiaries. The cost to the Company and its subsidiaries in the financial year ended 
December 31, 2011, of all pension benefits to be paid to directors and the listed executive officers under the 
401(k) Retirement Plan was $981 and $32,593, respectively. 

Starting in 2003, the Company implemented a Deferred Compensation Program (the “Program”) for 
executives. The Program provides tax-deferred compensation to the executive based on reaching the profit 
targets of the Company. Company contributions to the plan vest over either three or five-year periods. The 
Board of Directors determines the amount of deferred compensation and the terms upon the 
recommendation of the Compensation Committee. The total awarded for the financial year ended 
December 31, 2011, for the listed executive officers was $474,138. 

Summary Compensation Table  
The following table sets forth the particulars of compensation paid to the following persons for the 
Company’s three most recently completed financial years: 

(a) the Company’s chief executive officer (“CEO”); 

(b) the Company’s chief financial officer (“CFO”); 

(c) each of the Company’s three most highly compensated executive officers, other than the CEO and 
CFO, who were serving as executive officers at the end of the most recently completed financial 
year and whose total compensation exceeds $150,000 CDN (or $151,618 U.S.); and 

(d) any additional individuals for whom disclosure would have been provided under (c) but for the 
fact that the individual was not serving as an executive officer of the Company, nor acting in a 
similar capacity, at the end of the most recently completed financial year. 
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Summary Compensation Table  
(In U.S.$) 
 

Name and Year Salary Non-equity incentive Pension 
(3)

 All 
(4)

 Total 
principal   plan compensation value other compen- 

position   Annual 
(1)

 Long-term 
(2)

  compen- sation 
   incentive incentive  sation  
   plans plans-    
 

 
Thomas Huntington, 2011 $ 389,615 $ 126,269 $ 395,000 $ 9,800 $      — $ 920,684 
President & 2010 375,000 — 375,000 9,800 — 759,800 

  Chief Executive  2009 
(5)

 223,558 100,000 199,400 7,788 — 530,746 
  Officer        
 

 
Fred Andriano 2011 152,758 16,319 20,159 6,110 — 195,346 
Secretary, 2010 150,500 — 12,000 6,576 — 169,076 
  Treasurer & Chief  2009 142,000 13,492 18,743 9,800 — 184,035 
  Financial Officer  
 

 
John Groulik 2011 186,615 17,319 20,659 3,812 — 228,406 
Executive 2010 172,000 — 12,000 7,760 — 191,760 
  Vice-President 2009 164,000 21,587 22,788 9,380 — 217,755 
 

 
Michael Albertson 2011 178,698 18,319 21,159 6,044 — 224,220 
Senior 2010 170,154 — 12,000 — — 182,154 
  Vice-President 2009 165,500 13,492 18,743 — — 197,735 
  

 
Phil Albertson 2011 170,690 10,319 17,159 6,828 — 204,996 
Vice-President  2010 169,000 — 12,000 7,316 — 188,316 
 2009 162,000 13,492 18,743 9,800 — 204,035 

 

 
(1) 

The Company performance bonus plan. Bonus amounts are listed for the year in which the performance 
goal was accrued. They are paid the following year. 

(2) 
The Company’s long-term incentive plan is its deferred compensation plan (see Long-term Incentive Plan 

in “Report on Executive Compensation.” Amounts are listed for the year in which the performance goal 
was accrued. Those amounts vest over either three or five-year periods. 

(3) 
The Company match for the 401-k plan.  

(4) 
All other compensation includes life insurance and health insurance. 

(5) 
Thomas Huntington joined the Company as President & CEO on May 26, 2009. Therefore, compensation 

for 2009 represents a partial year. 
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Incentive Plan Awards Table (In U.S.$) 
 
Name Non-equity incentive plan compensation 
 Annual incentive Long-term incentive Total value earned 
 plans – earned in 2011 plans – vested in 2011 or vested in 2011 
 

 
Thomas Huntington $ 126,269 $ 265,590 $ 391,858 
 
Fred Andriano 16,319 24,895 41,214 
 
John Groulik 17,319 39,195 56,514 
 
Michael Albertson 18,319 17,594 35,913 
 
Phil Albertson 10,319 24,895 35,214 
 

 

Written Employment Agreements 

The Company is a party to a written employment agreement with Thomas F. Huntington, the current 
President and Chief Executive Officer. Under the terms of the agreement, Mr. Huntington’s base salary for 
2012 is $395,000, plus certain fringe benefits, and a bonus plan for meeting certain designated performance 
targets measured by the Company’s earnings. Under the terms of the agreement, Mr. Huntington is entitled 
to 12 months’ severance and benefits in the event of involuntary termination of employment under any 
circumstances by the Company. This employment agreement has no set term. 

Composition of the Compensation Committee 
The Compensation Committee is composed of three directors: Charles R. Diltz (Committee Chairman), J. 
David Day and Geoffrey W.J. Pottow. 

Report on Executive Compensation 
The Compensation Committee bases its compensation policies for executive officers on the principle of 
performance-based compensation. The committee meets with the President to obtain his input on base 
salaries, and incentive targets for executive officers. The committee also references studies performed by 
human resource consultants to review the Company’s compensation levels and structure to assure 
compensation is reasonable and that the compensation structure follows “best practice.” 

The Compensation Committee presents its recommendations to the Board for its approval. The Board has 
not made any decisions with respect to compensation of executive officers that were inconsistent with the 
recommendations of the Compensation Committee. 

Base Salary 

The base salaries of the executive officers are designed to be competitive. The base salaries of executive 
officers are targeted to compete with salaries in companies with comparable business activities. 

Annual Incentive Plan 

The Company has in place a bonus plan that directly links an executive’s bonus with corporate 
performance. Bonuses are paid only for meeting certain designated operating income targets. In all cases, 
one hundred percent of any such bonus is payable in the first quarter of the subsequent fiscal year of the 
Company. 
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Long-term Incentive Plan 

Starting in 2003, the Company implemented the Program for executives, which replaces the use of stock 
options. The Program provides tax-deferred compensation to the executive based on reaching the profit 
targets of the Company. Once granted, Company contributions to the plan vest over either three or five-
year periods. The Board of Directors determines the amount of deferred compensation awarded each year 
based upon the recommendation of the Compensation Committee. At termination, the employee is entitled 
to the vested amount of the plan. At age 60, or upon change in control of the Company, the employee 
becomes fully vested in the plan. 

Compensation of Chief Executive Officer 

Thomas F. Huntington was appointed President and Chief Executive Officer of the Company on May 26, 
2009. Under the terms of his employment agreement, his base salary is $395,000 for 2012. Compensation 
level and structure is determined using salary reviews of like corporations conducted for the Board by 
independent consulting firms. The CEO participates in the annual incentive plan and long-term incentive 
plan described immediately above. 

2012 Compensation Outlook 

The Company does not expect any material changes to executive compensation as outlined above for 2012. 
The Company’s Compensation Committee will continue to monitor executive salaries to ensure they are 
competitive and commensurate with similar executive pay and responsibility in like industries. 

Compensation of Directors 

The following table reflects compensation earned by directors for 2011.
(1)

 Note that Thomas Huntington, 
the President and CEO, is not listed since he is not paid extra for being a director. 

 

Name Fees Pension 
(2)

 All other 
(3)

 Total 
 earned value compensation  
 

 
 
James R. Shields $ 51,000 $ 981 $ 10,774 $ 62,755 
Chairman Emeritus 
 
Timothy R. Shields 90,000   90,000 
Chairman 
 
Thomas C. Dawson 55,500   55,500 
 
J. David Day 55,500   55,500 
Lead Independent Director 
 
Charles R. Diltz 46,000   46,000 
 
Geoffrey W.J. Pottow 46,000   46,000 
 
 

(1) 
Directors are reimbursed for transportation and other expenses incurred for attendance at Board and 

committee meetings, which are not included in the amounts listed above. Directors are not 
compensated for work performed on special committees. 

(2) 
The Company match for the 401-k plan. 

(3) 
Health insurance.
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Performance Graph 

The graph below compares the cumulative total shareholder return of $100 CDN invested in WaterFurnace 
Renewable Energy, Inc. Common Shares on December 31, 2006, with the return of the S&P / TSX 
Composite Index, assuming reinvestment of all dividends, for the same amount invested over the same 
period. 

Cumulative total return 
Assuming an investment of $100 CDN and reinvestment of dividends 

 

(In CDN $) 
 12/31/2006 12/31/2007 12/31/2008 12/31/2009 12/31/2010 12/31/2011 
Cumulative total return 
 
WaterFurnace Renewable $100.00 $104.52 $94.99 $110.07 $108.24 $70.95 
     Energy, Inc. 
 

S&P / TSX Composite Index (TR)
 (1)

 100.00 109.83 73.58 99.38 116.87 106.69 
 
Closing price 
 
WaterFurnace Renewable 26.00 26.00 23.00 25.96 24.77 15.56 
     Energy, Inc.  
 

S&P / TSX Composite Index (TR)
 (1)

 31,213.49 34,282.35 22,967.98 31,019.40 36,480.62 33,302.95 

 

 (1)
 S&P / TSX Composite is the Total Return Index which assumes all dividends and distributions are 

reinvested. 
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Corporate Cease Trade Orders or Bankruptcies 
None of the proposed directors of the Company: 

(a) is, as at the date of the Information Circular, or has been, within 10 years before the date of the 
Information Circular, a director, chief executive officer or chief financial officer of any company 
(including the Company) that, 

i. was subject to a cease trade order that was issued while the proposed director was acting 
in the capacity as director, chief executive officer or chief financial officer; or 

ii. was subject to a cease trade 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, state the fact and describe the basis on which 
the cease trade order was made and whether the cease trade order is still in effect; or 

iii. is, as at the date of the Information Circular, or has been within 10 years before the date 
of the Information Circular, a director or executive officer of any company (including the 
Company) 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 10 years before the date of the 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. 

The foregoing information, not being within the knowledge of the Company, has been furnished by the 
respective prospective directors. 
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Securities Authorized For Issuance under Equity Compensation Plans 

Stock Option Plan 

At the Shareholder meeting held May 7, 2003, the Shareholders approved the establishment of a stock 
option plan for the Company (the “Stock Option Plan”). The Stock Option Plan authorized the grant of 
options for up to 250,000 Common Shares of the Company to the directors and employees of the Company. 
As of the date of this Information Circular and pursuant to the Stock Option Plan, the Company has the 
authority to issue options for 225,000 Common Shares. 

The Stock Option Plan requires that any options granted have a strike price equal to or greater than the 
price of the stock at the close on the day of the grant. Any options granted must have an expiry date no 
longer than five years from date of the grant. Any options that may be granted to existing option holders 
would only be granted as current options expire. All options expire on the earlier of (i) the expiry date or 
(ii) 30 days after termination of service of the employee or director holding the option. The options are non-
assignable. 

The Stock Option Plan does not contain a procedure for amending the Stock Option Plan. Therefore, the 
approval of Shareholders is required for any amendments to the Stock Option Plan. No amendments to the 
Stock Option Plan are currently being contemplated by the Company. 

No options were granted to either the directors or the executive officers of the Company during the fiscal 
year ended December 31, 2011. As of March 30, 2012, no stock options were outstanding. 

Funding of the Company’s Deferred Compensation Plan Liability with Company Stock 

At the Shareholder meeting held May 6, 2009, the shareholders approved a resolution allowing the Board 
of Directors to pay the Company’s deferred compensation liabilities with the issuance of Company stock. 
The resolution limited the number of shares that can be issued to 250,000 shares. 

As of March 30, 2012, the following shares have been issued to the Company’s deferred compensation plan 
trust: 

June 24, 2010    3,235 
January 5, 2011  14,871 
June 23, 2011    8,889 
January 13, 2012  26,773 
Total   53,768 
 

The securities authorized for issuance under the Stock Option Plan and for funding of the Company’s 
deferred compensation plan liability with Company stock are as follows: 

  



 

WaterFurnace Renewable Energy, Inc. Page 17 of 24 Information Circular, March 30, 2012 

Authorized Securities Table 

 

 Number of Weighted-average Number of 
 securities exercise securities 
 to be price of remaining 
 issued upon outstanding available for 
 exercise of options, future issuance 
 outstanding warrants under equity 
 options, and rights compensation 
 warrants  plans (excluding 
 and rights  securities reflected 
   in column (a)) 
 

Plan Category (a) (b) (c) 
 
 
Stock option plan — — 225,000 
  approved by shareholders 
 
 
Funding of the Company’s deferred — — 196,232 
  compensation plan liability with Company  
  stock - approved by shareholders 
 
 
Equity compensation plans not — — — 
  approved by shareholders 
 
 
Total — — 421,232 
 

 
 

Options Outstanding - None 
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4. Corporate Governance 

Board Committees 
The Company’s Board of Directors has the following four standing committees: 

 

 Board Executive Audit Compensation Governance 
  Committee Committee Committee and 
     Nominating 
     Committee 
 

Non-Independent Directors 
 
Thomas F. Huntington Director     
 
 
James R. Shields Chairman Member    
 Emeritus 
 
Timothy E. Shields Chairman Member    
  
 
Independent Directors 
 
Thomas C. Dawson Director Member Chairman   
 
 
J. David Day Lead Independent Chairman  Member Member 
 Director 
 
Charles R. Diltz Director  Member Chairman Member 
 
 
Geoffrey W.J. Pottow Director  Member Member Chairman 
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The Executive Committee: Meets periodically to review the performance and strategic direction of the 
Company. This committee has the authority to manage the Company on the Board’s behalf between 
meetings of the full Board. 

J. David Day, Chairman 
James R. Shields 
Timothy E. Shields 
Thomas C. Dawson 
 
 
 

The Audit Committee: Meets at least quarterly to assure adequacy of controls and disclosure. The 
committee reviews the Company’s annual and quarterly financial statements before the Board approves 
them. It approves the annual audit plan and reviews the auditor’s recommendations on internal controls. 
The committee meets with the auditor independently of management. 

Thomas C. Dawson, Chairman 
Charles R. Diltz 
Geoffrey W.J. Pottow 
 
 
 

The Compensation Committee: Meets as needed to review and recommend management and Board 
compensation. As part of that process, the committee reviews management’s succession planning and 
development plans with the CEO. 

Charles R. Diltz, Chairman 
J. David Day 
Geoffrey W.J. Pottow 
 
 
 

The Governance and Nominating Committee: Meets periodically to review new governance and 
regulatory requirements, to review Company and Board compliance with current best practice and to 
oversee the annual Board assessment process. This committee identifies and recommends directors to be 
elected to the Board. 

Geoffrey W.J. Pottow, Chairman 
J. David Day 
Charles R. Diltz 
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Independent and Non-Independent Directors 
The majority of the directors of the Company are independent. The independent directors are J. David Day, 
Thomas C. Dawson, Charles R. Diltz and Geoffrey W.J. Pottow. Two of the Company’s directors serve on 
the boards of other companies, as follows: 

 

Director Company Incorporated in 
 

 
Thomas C. Dawson Seabridge Gold Limited Canada 
 
Geoffrey W.J. Pottow The Becker Milk Co. Ltd. Canada 
 

 

The Board considers three Board members as not independent. They are Thomas F. Huntington, James R. 
Shields, and Timothy E, Shields. Mr. Huntington is the President and Chief Executive Officer of the 
Company and as such is an employee of the Company. 

James R. Shields and Timothy E. Shields are father and son and therefore “related shareholders and Board 
members.” Additionally, James R. Shields and Timothy E. Shields are considered to be “significant 
shareholders.” Collectively, the James R. Shields family, including the respective spouses, children and 
grandchildren of James R. Shields and Timothy E. Shields, beneficially own 3,039,469 Common Shares 
being 24.9% of the outstanding shares of the Company.  

The Board of Directors holds regularly scheduled meetings during each quarter of the year. During each 
scheduled meeting, the independent directors meet privately to address any matters requiring open and 
candid discussion among the independent directors. 

Since the Chairman of the Board, Timothy E. Shields, is not independent, J. David Day acts as the lead 
independent director, serving as the chairman of the Executive Committee and as a member of the 
Compensation Committee and the Governance and Nominating Committee. 
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Board Attendance 
In 2011 the Board held eight Board meetings; the attendance record of each Board member from January 1, 
2011, to December 31, 2011, is as follows: 

 

Director Percentage of meetings attended 
 

 
Thomas F. Huntington  100 % 
 
James R. Shields  100 % 
 
Timothy E. Shields  100 % 
 
Thomas C. Dawson  100 % 
 
J. David Day  100 % 
 
Charles R. Diltz  100 % 
 
Geoffrey W.J. Pottow  100 % 
 

 

Board Mandate 

The mandate of the Board is to guide the growth and development of the Company and to supervise the 
management of the Company in the execution of their duties, acting always in the best interests of the 
Company. The Board acts in accordance with the Canada Business Corporations Act, the Company’s 
articles of incorporation and by-laws, the requirements and guidance of the Toronto Stock Exchange and 
applicable securities laws and regulations. 
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Position Descriptions for the CEO and Directors 
The Board does not have written position descriptions for the Chairman of the Board or for the chair of 
each Board committee. The Chairman of the Board is responsible for the overall conduct of Board meeting 
and for ensuring open and timely dissemination of information on the Company’s activities to shareholders 
and the investment community. The Chairman of the Board fulfills his responsibilities with the help of each 
chairman of committees of the Board. Each Board committee chairman is responsible for managing the 
tasks assigned to their committee by the Board and for advising the Board on decisions and 
recommendations by their committees. 

The Board and the CEO have adopted a position description for the CEO. The position description for the 
CEO of the Company follows: 

The CEO works with the Board of Directors to establish acceptable strategic objectives and keep the Board 
informed of significant progress and problems. The CEO conforms to Board stipulated approval 
requirements in all areas including among others, approved spending limits, hiring guidelines, 
compensation plans and expenses. The CEO assures that all activities are in conformance with applicable 
laws and the rules and guidelines of the Canada Business Corporations Act. The CEO is responsible for 
conducting the business of the Company in the best interest of the shareholders. 

The Board has adopted a position description for the Board members as follows: 

Board members must have a track record in business management, special expertise in an area of strategic 
interest to the Company, the ability to devote the time required and a willingness to serve. Board members 
will actively prepare for and participate in all Board meetings. The member will provide guidance to 
management and represent and protect the interests of shareholders. 

Orientation and Continuing Education of Directors 

The Company works with new members of the Board to provide the level of information they need and 
request to be effective members of the Board. New Board members visit the Company and tour the 
facilities, meet management, and review the Company’s products, markets and strategic plans. A copy of 
the business plan for the year and the strategic evaluation and plan for the Company is provided and 
discussed with each new member. 

Each Board member receives a monthly management report covering not only financial performance, but 
also key activities from each functional area. Directors are able to request information on any topic 
throughout the year in addition to requesting special management presentations at each quarterly Board 
meeting. Directors visit the Company at least twice each year, tour the facility and interact with the key 
managers of the Company. 

The Board does not provide continuing education for its directors. The Board relies on each director to 
independently maintain the skill and knowledge necessary for them to meet their obligations as directors. 
The Board believes that each director’s business background, outside professional affiliations, other outside 
director positions and independent development programs provide the necessary continuing education 
required. 
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Ethical Business Conduct of Directors 
Currently, the Board has not adopted a written code of ethical business conduct. At this time, in order to 
ensure directors exercise independent judgment in considering transactions and agreements in respect of 
which a director or executive officer has a material interest, the Board requires that a director with a 
conflict of interest pertaining to a matter under consideration by the Board or a committee of the Board 
abstain from any vote on the matter under consideration. 

The Board has established a ‘whistle blower’ program that allows for the anonymous reporting of illegal, 
unethical or questionable activity to an independent outside party. All reports are forwarded to an 
independent director and the CEO for investigation. 

Nomination of Directors 
New candidates for Board nomination are identified through referrals, business relationships with directors 
and Company executives, and direct contact with leaders within the industry. New nominees must have a 
track record in business management, special expertise in an area of strategic interest to the Company, the 
ability to devote the time required and a willingness to serve. The Governance and Nominating Committee 
of the Board is responsible for selecting nominees to fill empty Board positions. The Board is then required 
to approve or decline any nomination presented by the Governance and Nominating Committee. In 
addition, the Governance and Nominating Committee has responsibility for the ongoing assessment of 
directors. 

Compensation of Directors 
The Compensation Committee reviews directors’ compensation once a year. To make its recommendation, 
the committee reviews the types of compensation and the amounts paid to directors of comparable publicly 
traded companies in Canada and in the U.S. The Compensation Committee consists of Messrs. Day, Diltz 
and Pottow who are each independent directors. 

The committee uses studies by human resource consultants to review the Company’s compensation levels 
and structure to assure compensation is reasonable and that the compensation structure follows “best 
practice.” 

The committee presents its recommendations to the Board of Directors for its approval. The Board of 
Directors has not made any decisions with respect to compensation of directors that were inconsistent with 
the recommendations of the Compensation Committee. 

The Compensation Committee shall provide assistance to the Board in fulfilling its responsibilities relating 
to the compensation practices of the Company. In particular the committee shall discharge the Board’s 
responsibilities relating to the compensation of directors, officers and senior managers. 

Assessment of Effectiveness of Directors and the Board 
The Governance and Nominating Committee has responsibility for assessing the effectiveness of the 
members of the Board. The Governance and Nominating Committee takes responsibility for assessing the 
effectiveness of directors and to screen nominees for election to the Board. The Board uses the nominating 
process each year as the means of evaluating existing Board members and recommending changes as 
required. 

The Executive Committee has the responsibility of evaluating the effectiveness of the whole Board. The 
Executive Committee assesses the operation of the Board and the committees, the adequacy of information 
given to directors and the communication between the Board and management. The Executive Committee 
makes recommendations to management and to the committees of the Board regarding direction and 
changes required to meet the requirements of the Company. 
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Assessment of Effectiveness of Management’s Internal Controls & 
Information Systems 

The Board, through its Audit Committee, is informed of significant issues that relate to the effectiveness of 
the Company’s internal control processes and management information systems. In conjunction with the 
annual audit, the independent auditor submits findings to the Audit Committee each year on the quality of 
the Company’s internal control processes and management information systems. When warranted, the 
Audit Committee works with the President and CEO and the Chief Financial Officer to take the steps 
necessary to implement or strengthen the internal control processes in question. 

5. Other Information 

Interest of Certain Persons in Matters to Be Acted On 
There are no directors or officers with any material interest in any matter to be acted upon other than the 
election of Directors. 

Interest of Informed Persons in Material Transactions 
To the knowledge of the directors and officers of the Company, no director or executive officers of the 
Company or any subsidiary of the Company, no person or company who beneficially owns, directly or 
indirectly, voting securities of the Company or who exercises control or direction over voting securities of 
the Company or a combination of both carrying more than 10% of the voting rights attached to all 
outstanding voting securities of the Company, no proposed director of the Company and no associate or 
affiliate of any of the foregoing has or had any material interest, direct or indirect, in any transaction since 
the commencement of the Company’s last financial year or in any proposed transaction which has 
materially affected or would materially affect the Company or any of its subsidiaries. 

Additional Information 
Additional information relating to the Company is available on the SEDAR website at www.sedar.com. 
Copies of all of the Company’s filings and public disclosure documents, including its financial statements 
and Management Discussion and Analysis (MD&A) are available from the Company upon request. 
Financial information is provided in the Company’s comparative financial statements and MD&A for the 
most recently completed financial year. 

Directors’ Approval 

The directors of the Company have approved the contents and the sending of this Information Circular. 

Dated as of March 30, 2012. 

 

 
Fred Andriano 
Corporate Secretary 


