AZURE DYNAMICS CORPORATION

NOMINATING AND CORPORATE
GOVERNANCE

TERMS OF REFERENCE

COMPOSITION

Applicable Canadian and provincial legislation gudicy including National Policy 58-
201, National Instrument 58-101 and Form 58-101¢dpies of which are attached as
Schedule A hereto), recommend that listed compassesblish nominating and corporate
governance committees consisting entirely of indépat unrelated directors and that
such committees develop guidelines to ensure camgi with such National Policy and
National Instrument including disclosure of the Qamy’'s corporate governance
practice as required by Form 58-101F1. Accordinigly required that:

(@)

(b)

(€)

(d)

The Nominating and Corporate Governance Coram(the "Committee")
shall consist of three directors all of whom sih@lunrelated directors.

One of the members of the Committee shall beomgped Committee
Chair by the Board of Directors and the Secretath® Company shall be
appointed Secretary of the Committee.

Any member of the Committee may be removedeptaced at any time
by the Board of Directors and shall cease to be eanber of the
Committee as soon as such member ceases to bectodiThe Board of
Directors shall fill vacancies on the Committeedbgction from among its
members. If and whenever a vacancy shall existhenGommittee, the
remaining members may exercise all of its powetosm as a quorum
remains.

Subject to the above, each member of the Commdied hold office
until the next annual meeting of shareholders dfieror her election as a
member of the Committee.

Committee members will be appointed for a oraryterm and may be
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reappointed subject to the discretion of the Bdaasling regard to the
desire for continuity and for periodic rotation@dmmittee members.

AUTHORITY

(@)

(b)

(€)

The Committee shall develop the Company’s aggrdo nominating and
corporate governance issues in the context of tagohNal Policy and
National Instrument attached as Schedule A hereto.

The Committee may invite such officers, direstand employees of the
Company as it may see fit from time to time to radt@t meetings of the
Committee and assist thereat in the discussioncandideration of the
affairs of the Company.

The Committee may retain persons having specipertise to assist the
Committee in fulfilling its responsibilities.

MEETINGS

(@)

(b)

The Committee is to meet on a regular basisaamelst twice a year. The
time and place where meetings of the Committeel fieaheld and the
calling of meetings and the procedure in all respatsuch meetings shall
be determined by the members of the Committee.

Meetings of the Committee shall be validly ditnged if a majority of the
members of the Committee are present in person yortekephone
conference.

REPORTING

(@)

(b)

The minutes of all meetings of the Committed ¢ provided to the
Board of Directors. Oral reports by the Chair onerdg matters not yet
minuted will be provided to the Board at its nex¢eting. Minutes of all
Committee meetings will be subsequently reviewed approved by the
Committee.

Supporting schedules and information reviewgdhe Committee will be
available for examination by any director upon esgjuo the Secretary of
the Committee.
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5. RESPONSIBILITIES

The Committee shall generally assume responsilidityleveloping the approach
of the Company to matters of corporate governanckiding the nominating function,
shall review and make recommendations to the Baartb all such matters and shall
review the composition of the Board and the perforoe of each director on an annual
basis. Specifically, the Committee will have théhawity and responsibility for:

@) annually reviewing the mandates of the Boar®ioéctors (in the context
of sections 3.1, 3.3, 3.4 and 3.5 of NP 58-201y i committees, and
recommending to the Board such amendments to thaselates as the
Committee believes are necessary or desirable;

(b) considering and, if thought fit, approving regts from individual
directors or committees of directors for the engaget of special advisors
from time to time without the need of approval fraitme Board of
Directors or management;

(c) recommending procedures to permit the unreldiexttors of the Board to
meet on a regular basis without management present;

(d) preparing and recommending to the Board anyuall“Statement of
Corporate Governance Practices” to be includethénGompany's annual
report or management’s proxy information circularaccordance with
Corporate Governance Disclosure Form 58-101F1;

(e) reviewing on a periodic basis the compositidntie Board and the
committees thereof to ensure that an appropriatebeun of Canadian
resident, independent and unrelated (as defineskdtion 2.1 of NP 58-
201) directors sit on the Board of Directors anel tommittees thereof in
the context of sections 3.1, 3.2, 3.4 and 3.18PH8-201;

() assessing, at least annually, the effectivenéske Board as a whole, the
committees of the Board and the contribution ofivitiial directors
including the quality of performance of Board meg$, including
considering the appropriate size of the Board aeroplated by section
3.18 of NP 58-201,

(9) approving an appropriate orientation and edapoaprogram for new
recruits to the Board as contemplated by secti6raBd 3.7 of NP 58-201;
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(h)

(i)

()

(k)

considering the adequacy and form of compemsaiaid to the directors
in the context of their duties and responsibilitiésd their statutory
liabilities;

analyzing the needs of the Board when vacanarse on the Board,
developing criteria for those persons who would enan effective
contribution to deliberation of the Board, and skarg for, screening and
recommending nominees who meet such needs andrieritas

contemplated by sections 3.10 to 3.14 of NP 58-201;

developing a two-way communications policy beém the Company and
its shareholders so that investors will better ustad@d the business of the
Company; and

reviewing NP 58-201, NI 58-101 and Form 58-101Rf Company's
Code of Business Conduct and Moral Ethics and thagany’'s Policy on

Confidentiality, Communication and Trading and soter corporate and
securities legislation, regulation, rules and polrelating to corporate
governance and nominating matters and making re@rdations for the
implementation thereof as the Committee deems Bacgs and

appropriate having regard to the size of the Comppé#a products, its
geographic placement, its growth and such otha@ofa@s the Committee
deems prudent and appropriate.
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