MT Revised Draft: October 31, 2019

RESTATED CHARTER OF THE BOARD
OF DIRECTORS
POLICY REFERENCE: GP01 – 2019
November ●, 2019

Board Charter

GP01 - 2019

RESTATED CHARTER OF THE BOARD OF DIRECTORS
I.

ADOPTION
This restated board of directors Charter (this “Charter”) has been adopted by the board of
directors (the “Board”) of Chesswood Group Limited (the “Corporation”) as of November ●,
2019 and is subject to annual review and approval by the Board.

II.

BACKGROUND
The Corporation is incorporated under the laws of the Province of Ontario and has succeeded
to the various ownership interests of Chesswood Income Fund as a result of the conversion of
such fund into a corporate structure through a plan of arrangement.
The Corporation has ownership interests in various operating entities (the Corporation and its
direct and indirect subsidiary entities are collectively referred to herein as the “Corporation
Entities”).

III.

PURPOSE
Generally
The directors of the Corporation (the “Directors”) are responsible for the stewardship of the
Corporation, for providing guidance and strategic oversight to management and for acting
honestly and in good faith with a view to the best interest of the Corporation. The Directors
must discharge their responsibilities in respect of the Corporation directly and through their
committees, currently consisting of an Audit, Finance & Risk Committee and a Governance,
Nominating and Compensation Committee.
Ultimately, the Board should appoint such committees from time to time as it considers
appropriate. If such committees are intended as permanent committees, they should have a
charter that defines their responsibilities in relation to the extent of delegated powers to the
committee.
The Directors will primarily fulfill their responsibilities by carrying out the activities
enumerated in Part V of this Charter.
Legislation and Policies
The Corporation is a “reporting issuer” (or the equivalent) in each of the provinces and
territories of Canada. The common shares of the Corporation are listed for trading on the
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Toronto Stock Exchange (the “TSX”). Securities legislation and policies in Canada, and TSX
policies, require that the affairs of the Corporation be conducted and overseen in a manner
consistent with appropriate governance.
National Instrument 58-101 (titled “Disclosure of Corporate Governance Practices”) (“NI 58101”) requires that the Corporation’s information circular sent to the shareholders of the
Corporation (the “Shareholders”) in connection with meetings at which Directors are to be
elected must include disclosure as to the corporate governance of the Corporation. Required
disclosure items include board composition, board mandate, chair and chief executive officer
position descriptions, orientation and continuing education, new candidate identification
process, compensation and assessment of board effectiveness.
National Policy 58-201 (titled “Corporate Governance Guidelines”) provides the following
guidelines (they are guidelines, not requirements):


the majority of the members of a board and the chair of the board, should be
independent (the meaning of which is set out in NI 58-101, and which is described in
more detail in Part IV below),



the independent board members should hold regularly scheduled meetings at which
non-independent board members (and management) are not present,



a written mandate should be adopted for the board,



clear position descriptions should be developed for the chair of the board, each board
committee and for the chief executive officer,



all new board members should receive a comprehensive orientation and all board
members should be provided with continuing education opportunities,



the board should adopt and monitor compliance with a written code of business
conduct and ethics,



the board should appoint a nominating committee composed entirely of independent
members, and establish a written charter for the committee,



the board should appoint a compensation committee composed entirely of
independent members, and establish a written charter for such committee, and



the board, its committees and each individual member should regularly be assessed
regarding his, her or its effectiveness and contribution.

National Instrument 52-110 (titled “Audit Committees”) requires that all TSX listed issuers have
an audit committee composed of a minimum of three members, each of whom must be an
independent member and financially literate (meaning that he or she has the ability to read
and understand a set of financial statements that present a breadth and level of complexity of
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accounting issues that are generally comparable of the breadth and complexity of the issues
that can reasonably be expected and be raised by the issuer’s financial statements). Such
Instrument also requires that the audit committee have the authority to engage independent
legal and other advisors, to set the compensation for such advisors and to communicate
directly with the issuer’s internal and external auditors.

IV.

COMPOSITION
The Board will consist of six Directors, or such other number as the Directors may determine
from time to time as being appropriate, a majority of whom are to be Independent (as defined
below) and at least 25% of whom must be residents of Canada (within the meaning of the
Business Corporations Act (Ontario)). In accordance with NI 58-101, a Director is considered
“Independent” to the Corporation if he or she has no direct or indirect “material relationship”
with any of the Corporation Entities that could, in the view of the Directors, reasonably
interfere with the exercise of his or her independent judgment. Notwithstanding the
foregoing, a Director will be deemed to have a “material relationship” with the Corporation
(and therefore be considered as not “independent”) if he or she falls in one of the categories
listed in Appendix “A” attached hereto.
The Board shall establish formal processes for determining the independence of its members
as well as dealing with any conflict of interest situations. Directors shall recuse themselves
from a matter where there may be a perception of conflict or a perception that they may not
bring objective judgment to the consideration of the matter.
Except for Directors who are also officers of a Corporation Entity, or as otherwise approved by
the Board, no Director shall receive from the Corporation any compensation other than the
fees to which he or she is entitled as a Director or a member of a Board committee. Such fees
may be paid in cash and/or shares, options or other in-kind consideration ordinarily available
to Directors. Directors who are also officers of a Corporation Entity shall not be entitled to
receive any Directors’ fees or other compensation in respect of their duties as Directors.
The Board shall adopt a majority voting policy to the effect that a nominee for election as a
Director of the Corporation who does not receive a greater number of votes “for” than votes
“withheld” with respect to the election of directors by shareholders shall be expected to offer
to tender his or her resignation to the Chairman of the Board promptly following the meeting
of shareholders. The Governance, Nominating and Compensation Committee shall consider
such offer and make a recommendation to the Board whether to accept it or not. The Board
shall promptly accept the resignation unless it determines, in consultation with the
Governance, Nominating and Compensation Committee, that there are exceptional
circumstances that should delay the acceptance of the offer to resign or justify rejecting it. The
Board shall make its decision and announce it in a press release within 90 days following the
applicable meeting of shareholders. A Director who tenders a resignation pursuant to the
majority voting policy shall not participate in any meeting of the Board or the Governance,
Nominating and Compensation Committee at which the resignation is considered.
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The Directors are to meet as frequently as circumstances require, but at least quarterly. The
Independent Directors should also hold regularly scheduled meetings (whether prior to or
immediately following meetings of the full Board or otherwise) at which the non-Independent
Directors and members of management are not in attendance.
Reference should be made to the Business Corporations Act (Ontario) and the Corporation’s
by-laws for details relating to the calling and notice of meetings, the place of meetings,
meetings by telephone, the quorum for the transaction of business and the adjournment of
meetings.

V.

RESPONSIBILITIES AND DUTIES
The mandate of the Board is the stewardship of the Corporation and oversight over the
management and operations of the Corporation and its responsibilities include, without
limitation to its general mandate, the following specific responsibilities:
1) Review, assess and update this Charter and the charters of each Board committee at least
annually, as conditions dictate.
2) Assign to the various committees of the Board the general responsibility for developing the
approach to: (i) the development and implementation of sound corporate governance
practices; (ii) the nomination of the Directors; (iii) matters relating to compensation of the
Directors, officers, and senior management of the Corporation; (iv) matters relating to the
integrity of financial reporting and effectiveness of internal controls; (v) matters relating to
the audit of the financial statements and external auditors; (vi) compliance with ethical
standards and regulatory requirements and (vii) the Corporation’s financing plans and its
risk management program.
3) Receive periodic reports from Board committees following committee meetings and, at
least annually, a report from each committee as to its work and its recommendations, if
any, for change with respect to its composition or responsibilities.
4) Adopt a Code of Business Conduct and Ethics and set the appropriate tone at the top.
5) Monitor compliance with Code of Business Conduct and Ethics and approve any waivers of
the Code for Directors and officers.
6) Satisfy themselves, to the extent feasible:
a) as to the integrity of the Chief Executive Officer and other members of the management
of the Corporation; and
b) that the Chief Executive Officer and other members of the management of the
Corporation create a culture of integrity throughout the Corporation Entities.
7) With the assistance of the Audit, Finance & Risk Committee:
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a) adopt disclosure and securities compliance policies, including, without limiting the
foregoing, communications policies for the Corporation;
b) ensure the integrity of internal controls and management information systems;
c) ensure ethical behaviour and compliance with laws and regulations, audit and
accounting principles including implementation of adequate whistleblower procedures;
d) identify the principal risks of the Corporation’s businesses and ensure that appropriate
systems are in place to manage these risks; and
e) review and approve significant financial matters and provide direction to management
on these matters.
8) With the assistance of the Governance, Nominating and Compensation Committee:
a) oversee the Corporation’s corporate governance policies and practices and their
disclosure in the relevant public disclosure documents;
b) develop position descriptions for the Chair of the Board, Chairs of the Board
committees and the Chief Executive Officer;
c) review the size and composition of the Board and ensure it meets the Independence
criteria;
d) ensure that an appropriate review and selection process for new nominees as Directors
is in place;
e) consider the diversity of candidates (abilities, experience, perspective, education,
gender, background, race and national origin), particularly with respect to the
representation of women on the Board;
f) assess, at least annually, the effectiveness of the Board as a group, the respective
committees of the Board and the contribution of individual Directors;
g) ensure that an appropriate orientation and education program for new and existing
Directors, respectively, is in place;
h) consider the Board’s resources, including the adequacy of the information provided by
management with respect to the oversight responsibilities of the Board; and
i) establish compensation strategy for the Directors, officers and senior management with
a proper balance between short and long-term incentives.
9) Assign to the Governance, Nominating and Compensation Committee (a) the power and
authority to approve the compensation policies determining the compensation (including
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long-term income plan, options or other compensation awards) of the Directors, officers
and senior management of the Corporation and other Corporation Entities; and (b) the
power and authority to approve any changes from time to time to such compensation
policies.
10) Adopt a strategic planning process and approve, on at least an annual basis, a strategic plan
which takes into account, among other things, the business opportunities and business risks
and monitor the performance of the Corporation Entities against the strategic plan.
11) Approve the annual budget, including a business plan.
12) Identify the principal business risks of the Corporation Entities and seek implementation of
appropriate mitigation strategies to manage these risks with a view to the long-term
viability of the Corporation and its assets and conducting an annual review of such risks.
13) Develop formal Authority Guidelines delineating authority retained by the Board and
authority delegated to the CEO and the other members of senior management.
14) Review and approve the Corporation’s annual information form, annual report (and related
financial statements), annual management discussion and analysis disclosure, management
information circular and earnings and other press releases.
15) Review and approve the Corporation’s interim financial statements and interim
management discussion and analysis disclosure (unless delegated to the Audit, Finance and
Risk Committee) and earnings press releases.
16) Monitor and review feedback provided by the Corporation’s various stakeholders and
review the means by which Shareholders can communicate with the Corporation (including
at annual meetings, communication interfaces through the Corporation’s website) and the
adequacy of resources available within the Corporation to respond to Shareholders.
17) Establish dividend policies from time to time and declare dividends payable to the
Shareholders.
18) Review and approve major business decisions including material transactions or
agreements out of the ordinary course of business and those matters which the Board is
required to approve under the Corporation’s governing statute, including the payment of
dividends, issuance, purchase and redemptions of securities, acquisitions and dispositions
of material capital assets and any proposed fundamental changes in business.
19) Remove and replace members of, and fill vacancies in, the management of the Corporation
and add members to such management.
20) Develop and approve the goals and objectives that the Chief Executive Officer and other
members of senior management are responsible for meeting and review their
performance against such goals and objectives.
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21) Develop and review goals for succession planning, including the appointment, training and
monitoring of senior management.
22) Perform such other functions as prescribed by law or assigned to the Directors in the
constating documents of the Corporation.

VI.

RESOURCES AND REPORTS
The Board and its committees must have adequate resources to discharge their
responsibilities. The Board or committee chair must also be empowered to engage advisers
where appropriate (subject to the approval of the chair of the Audit, Finance & Risk
Committee).
Board and committee members must have the right, for the purposes of discharging their
powers and responsibilities, to full access to the books and records of the Corporation Entities.

VII.

EXPECTATIONS
It is expected that Board and committee members will, wherever possible, attend (or
participate through conferencing facilities) all meetings and will review in advance the
materials provided for the meeting.
Any written material provided to the Board shall be appropriately balanced (i.e. relevant and
concise) and shall be distributed in advance of the respective meeting with sufficient time to
allow Directors to review and understand the information.

VIII.

CAVEAT
While the Board has the duties and responsibilities set forth in this Charter, the role of the
Board is oversight. The Board is not responsible for managing the operations of the
Corporation nor the implementation of the regulatory requirements outlined in this Charter.
This Charter is a broad policy statement and is intended to be part of the Board’s flexible
governance framework. While this Charter should comply with applicable laws, regulations
and stock exchange requirements, and the Corporation’s articles and by-laws, this Charter
does not create any legally binding obligations on the Board, any Board committee, any
Director or the Corporation.
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RESTATED CHARTER OF THE BOARD OF DIRECTORS
APPENDIX “A”
MEANING OF “MATERIAL RELATIONSHIP”
A “material relationship” is a relationship that could, in the view of the issuer’s board of directors, be
reasonably expected to interfere with the exercise of a member’s independent judgment. The following
individuals are considered to have a material relationship with the issuer:
A.

an individual who is, or has been within the last three years, an employee or executive officer of the
issuer;

B.

an individual whose immediate family member is, or has been within the last three years, an
executive officer of the issuer;

C.

an individual who: (i) is a partner of a firm that is the issuer’s internal or external auditor, (ii) is an
employee of that firm, or (iii) was within the last three years a partner or employee of that firm and
personally worked on the issuer’s audit within that time;

D.

an individual whose spouse, minor child or stepchild, or child or stepchild who shares a home with
the individual: (i) is a partner of a firm that is the issuer’s internal or external auditor; (ii) is an
employee of that firm and participates in its audit, assurance or tax compliance (but not tax
planning) practice, or (iii) was within the last three years a partner or employee of that firm and
personally worked on the issuer’s audit within that time;

E.

an individual who, or whose immediate family member, is or has been within the last three years,
an executive officer of an entity if any of the issuer’s current executive officers serves or served at
that same time on the entity’s compensation committee; and

F.

an individual who received, or whose immediate family member who is employed as an executive
officer of the issuer received, more than $75,000 in direct compensation from the issuer during any
12-month period within the last three years.

An individual will not be considered to have a material relationship with the issuer solely because (a) he or
she had a relationship identified above if that relationship ended before March 30, 2004; or (b) he or she
had a relationship identified above by virtue of such relationship being with a subsidiary entity or a parent of
that issuer, if that relationship ended before June 30, 2005.
An individual will not be considered to have a material relationship with the issuer solely because the
individual or his or her immediate family member (a) has previously acted as an interim chief executive
officer of the issuer, or (b) acts, or has previously acted, as a chair or vice-chair of the board of directors or of
any board committee of the issuer on a part-time basis.
For the purposes of “C” and “D” above, a partner does not include a fixed income partner whose interest in
the firm that is the internal or external auditor is limited to the receipt of fixed amounts of compensation
(including deferred compensation) for prior service with that firm if the compensation is not contingent in
any way on continued service.
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For the purposes of “F” above, direct compensation does not include: (a) remuneration for acting as a
member of the board of directors or of any board committee of the issuer, and (b) the receipt of fixed
amounts of compensation under a retirement plan (including deferred compensation) for prior service with
the issuer if the compensation is not contingent in any way on continued service.
Despite any determination made whether an individual has a material relationship with an issuer, an
individual who (a) accepts directly or indirectly, any consulting, advisory or other compensatory fee from the
issuer or any subsidiary entity of the issuer, other than as remuneration for acting in his or her capacity as a
member of the board of directors or any board committee, or as a part-time chair or vice-chair of the board
or any board committee; or (b) is an affiliated entity of the issuer or any of its subsidiary entities, is
considered to have a material relationship with the issuer. The indirect acceptance by an individual of any
such consulting, advisory or other compensatory fee includes acceptance of a fee by (a) an individual’s
spouse, minor child or stepchild, or a child or stepchild who shares the individual’s home; or (b) an entity in
which such individual is a partner, member, an officer such as a managing director occupying a comparable
position or executive officer, or occupies a similar position (except limited partners, non-managing members
and those occupying similar positions who, in each case, have no active role in providing services to the
entity) and which provides accounting, consulting, legal, investment banking or financial advisory services to
the issuer or any subsidiary entity of the issuer. Compensatory fees do not include the receipt of fixed
amounts of compensation under a retirement plan (including deferred compensation) for prior service with
the issuer if the compensation is not contingent in any way on continued service.
“company” - any corporation, incorporated association, incorporated syndicate or other incorporated
organization;
“control” - the direct or indirect power to direct or cause the direction of the management and policies of a
person or company, whether through ownership of voting securities or otherwise;
“executive officer” of an entity – means an individual who is (a) a chair of the entity; (b) a vice-chair of the
entity; (c) the president of the entity; (d) a vice-president of the entity in charge of a principal business unit,
division or function including sales, finance or production; (e) an officer of the entity or any of its subsidiary
entities who performs a policy-making function in respect of the entity; or (f) any other individual who
performs a policy-making function in respect of the entity;
“issuer” includes a subsidiary entity of the issuer and a parent of the issuer;
“person” - an individual partnership, unincorporated association, unincorporated syndicate, unincorporated
organization, trust, trustee, executor, administrator, or other legal representative; and
“subsidiary entity” - a person or company is considered to be a subsidiary entity of another person or
company if (a) it is controlled by (i) that other, or (ii) that other and one or more persons or companies each
of which is controlled by that other, or (iii) two or more persons or companies, each of which is controlled by
that other; or (b) it is a subsidiary entity of a person or company that is the other's subsidiary entity.
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