TR )
2
-

sylogist

SYLOGIST LTD.

ANNUAL INFORMATION FORM

For the fiscal period ended September 30, 2021

DATED: DECEMBER 23, 2021



SYLOGIST LTD.
ANNUAL INFORMATION FORM

TABLE OF CONTENTS
ITEM 1 - EXPLANATORY NOTES AND CAUTIONARY STATEMENTS ... 1
1.1 (o] ETaF 10 YA (0] (=TSSR 1
1.2 Forward-100King INFOrMAatioN ...........ccviiiiiiiec e 1
1.3 Currency and EXChaNQe RALES..........couiiiiiiriiee et 3
ITEM 2 - CORPORATE STRUCTURE ..ottt 3
2.1 Name, Address and INCOrPOIatioN ..........coiiiereieee ettt st 3
2.2 Intercorporate RelatioNSNIPS........covviieiiie e 3
ITEM 3 - GENERAL DEVELOPMENT OF THE BUSINESS .......ccoooiiiiiiieeeee e 4
3.1 TRIEE YEAI HISTOMY ...ttt 4
3.2 SIgNIfICANT ACQUISTTIONS ....vevviiieeic ittt sttt e st e ta e e sbeeteentesreenee e 6
ITEM 4 - DESCRIPTION OF THE BUSINESS ........ocoiiiitiiiiiee s 7
4.1 SUMIMIBEY ..ttt ettt stttk s bttt ekt b et b et e he e 22t e e b e e ehe e ehe e eh e e e Rt e e R ke et e e ke e abeesbbeesbeenbeanbeenbeen 7
4.2 Sylogist’s Operating DIVISIONS .........c.ccciiiiiirieii et sresrae e 7
4.6 INEANGIDIE PTOPEITY ... 14
g OV of 1= SRS 14
4.9 ENVIronmental ProtECTION ..........coiiiiiiiee ettt nee s 15
T O = 11 o] [0TSR 15
411 FOreIgN OPEIALIONS .....cvvevieviiieiteieiesieeeeee s e s e seestesees e seesessestestessebeeeseeseaseaseasestessesseeesenneenensens 15
4.12  REOMGANMIZALIONS ....veveeieiteceie sttt sttt s e e s te et e st e s ta e st e s beesbesteese e beeteessesteenaesteeneente e 15
413 SOCIAI POIICIES ...ttt ettt bbb ere s 15
Y T S = Tod (0] £ SS 15
ITEM5 - DIVIDENDS AND DISTRIBUTIONS ..ottt 26
ITEM 6 - DESCRIPTION OF CAPITAL STRUCTURE .....covoiiiiitci e 27
6.1 (0701001 0010 AT = V1TSS 27
6.2 Options and Other Convertible SECUMTIES ........cvviv i s 27
ITEM 7 - MARKET FOR SECURITIES ..ottt 28
7.1 Trading Price and VOIUME.......cco ittt re e 28
7.2 PIIOE SAIES ...ttt bbb bbbt bbb et ens 28



ITEM 8 - ESCROWED SECURITIES. ... ..o 29

ITEM 9 - DIRECTORS AND OFFICERS ......coiiiiiiiiieeie et 29
9.1 Name, Occupation and Security HOIAING .........cccooiiriiiiiiiiieeeee s 29
9.2  Cease Trade Orders, Bankruptcies, Penalties or SanCtions ...........cccccvevveveieevesesie e 30
9.3 CONTIICES OF INEEIEST ... ettt sttt st r e te s e e naeeneeneeneas 31

ITEM 10 - PROMOTERS ..ottt sttt e e neebeesententenaeee e eneanenrens 31

ITEM 11 - LEGAL PROCEEDINGS AND REGULATORY ACTIONS.......cooiiiiiiririninereiees 31

ITEM 12 - INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

.................................................................................................................................................................... 31

ITEM 13 - TRANSFER AGENT AND REGISTRAR ....ociiiiiiiee st 32

ITEM 14 - MATERIAL CONTRACTS .ottt sttt e eneaneanens 32

ITEM 15 - INTERESTS OF EXPERTS ...ttt nne s 32

ITEM 16 - AUDIT COMMITTEE ....ooiiiiiiiie ettt 32
16.1  Audit COMMILIEE CRAITEL ......iieie ettt eesne e e 32
16.2  Composition of the Audit COMMILIEE ........ccviieii e 32
16.3  Relevant Education and EXPEriENCE ........ccoiiiiiii ittt e 32
16.4  Audit CommIttee OVEISIGNL.......cciiiiice e e 33
16.5 Pre-Approval Policies and ProCEAUIES ..........cccviviieeie it 33
16.6  EXternal AUCITOr SEIVICE FEES......i ittt sttt e e e 34

ITEM 17 - ADDITIONAL INFORMATION .....ctititieieieieeee ettt neanennens 34
SCHEDULE “A” CHARTER OF THE AUDIT COMMITTEE. ..o A-1



ITEM 1 - EXPLANATORY NOTES AND CAUTIONARY STATEMENTS
1.1 Explanatory Notes

In this Annual Information Form (“AIF”), unless otherwise noted or the context indicates
otherwise, references to “Sylogist” or to the “Corporation” are to Sylogist Ltd. and include its
subsidiaries.

Reference is made in this AIF to the Corporation’s financial statements and management
discussion and analysis (“MD&A’). The Corporation’s financial statements and MD&A are available
for review under the Corporation’s SEDAR profile at www.sedar.com. All financial information in this
AIF is prepared in Canadian dollars and using International Financial Reporting Standards as issued by
the International Accounting Standards Board.

This AIF has been prepared as of December 23, 2021, and, unless otherwise stated, the
information contained herein is stated as at September 30, 2021.

1.2 Forward-looking Information

The Corporation cautions that forward-looking statements in this AIF are based on certain
assumptions or anticipated results made by the Corporation that may prove to be inaccurate or
unachievable. Such forward-looking statements are made for the purpose of providing information
about management's current expectations and plans relating to the future. Readers are cautioned that
reliance on such information may not be appropriate for other purposes, such as making investment
decisions. In particular, the Corporation has not adjusted or revised any forward-looking statements in
this AIF to account for any potential disruption to the Corporation’s business from the coronavirus
(COVID-19) pandemic, the impact of which is not immediately known or quantifiable.

Since forward-looking information addresses future events and conditions, such information by
its very nature involves inherent risks, uncertainties and other factors, any or all of which could cause
or contribute to actual results or achievements differing materially from those currently anticipated.
These include, but are not limited to, the risks and uncertainties associated with the industries and
markets in which Sylogist operates in general such as: costs and expenses; impacts of the COVID-19
pandemic, commaodity prices, interest rate and exchange rate fluctuations; competition; failure to realize
the anticipated benefits of a transaction and to successfully integrate an acquired company or business
unit; ability to access sufficient capital from internal and external sources; and changes in legislation,
including but not limited to tax laws. Readers are referred to the “Risk Factors” section in this AlIF.

Forward-looking statements include those identified by the expressions “allow”, “anticipate”,
“believe”, “could”, “may”, “plan”, “estimate”, “expect”, “intend” and “will”, and similar expressions
to the extent that they relate to the Corporation or its management. In particular, forward-looking
information and statements contained in this AIF include, but are not limited to, the following:

o the performance of the Corporation’s business and operations;

o the development, expansion, strategy and assumed future results of the Corporation’s business
and operations;

¢ the intention to grow the Corporation’s business and operations;

o the Corporation’s expectation that it will continue acquiring or investing in businesses, products
and technologies that expand or complement the Corporation’s current business, products and
services;

o the possibility that the Corporation may enter into major contracts that are complex and have
several delivery milestones;



o the Corporation’s expectation that its operating expenses and capital expenditures will increase
correspondingly and, as a result, that the Corporation will need to generate increased revenue
to maintain profitability;

o the expense levels of the Corporation are based in part on its expectations of future sales and
projects, and the Corporation may not be able to adjust spending in a timely manner to
compensate for any sales shortfall;

e to the Corporation’s future revenue generation;

o the Corporation’s ability to access sufficient capital from internal and external sources and the
ability to access sufficient capital on favourable terms;

o the Corporation’s collection of receivables;

o the Corporation’s ability to purchase common share of the Corporation under a normal course
issuer bid (“NCIB™);

e the Corporation’s ability to make future dividend payments;

o the Corporation’s expectation that competition will persist, increase and intensify in the future
as the markets for the Corporations’ products and services continue to develop and as additional
companies enter each of its markets;

¢ the Corporation’s ability to attract and retain skilled management and staff;

o the Corporation’s belief that growth of its product lines and number of personnel is required to
maintain its competitive position;

o the Corporation’s expectation that customers and potential customers will continue to transition
to on-line working environments and the anticipated disruption such transition will continue to
cause;

o the applicability of certain laws, regulations, and any amendments thereof;
¢ the anticipated actions of various governments and governmental authorities;
e expectations of market prices and costs, including foreign exchange fluctuations; and

e income and sales tax regulatory matters, market and business competition, sales projections,
currency, and interest rate fluctuations.

These forward-looking statements relate to the future operations and profitability of the
Corporation and are not historical facts but reflect the Corporation’s current expectations and
assumptions regarding future results or events. Particularly, these forward-looking statements are based
on management’s estimate of revenues and expenses based on business volumes and commitments at
the date of this AIF. Readers are cautioned, as provided in this AlF, that actual revenue and expense
results may vary materially from estimates and, in particular, are subject to risks including delivery,
competition and management of growth. Additional assumptions include: (i) its ability to generate cash
flow from operations and obtain financing on acceptable terms under its existing credit facility or
otherwise; (ii) whether it will be in a financial position to make future dividend payments and purchases
under a NCIB; (iii) general economic, financial market, regulatory, and political conditions; (iv) market
and business competition; (v) anticipated and unanticipated costs; (vi) disruptions or changes in the
credit or securities markets; (vii) changes in law and regulation, or the application and interpretation of
same; (viii) the ability to implement business plans and strategies, and to pursue business opportunities;
(ix) the development of the COVID-19 pandemic; and (x) various other events, conditions or
circumstances that could disrupt the Corporation’s priorities, plans, strategies and prospects. Please see
also the “Risk Factors” section for risks and uncertainties that may affect the Corporation.

Although Sylogist believes that the expectations and anticipated results reflected in these
forward-looking statements are reasonable, undue reliance should not be placed on them because
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Sylogist can give no assurance that they will prove to be correct. The forward-looking statements
contained in this AIF are made as of its date and Sylogist undertakes no obligation to update publicly
or revise any forward-looking statements or information, whether as a result of new information or
future events, unless so required by applicable securities laws.

Certain information set out in this AIF may be considered as “financial outlook” within the
meaning of applicable securities laws. The purpose of this financial outlook is to provide readers with
disclosure regarding Sylogist’s reasonable expectations as to the anticipated results of its proposed
business activities for the periods indicated. Readers are cautioned that the financial outlook may not
be appropriate for other purposes.

1.3 Currency and Exchange Rates

In this AIF, unless otherwise indicated, references to “$” are to Canadian dollars. References
to “US$” or “US dollars” are to the lawful currency of the United States.

On September 30, 2021, the noon buying rate for conversion of US dollars into Canadian dollars
was USD $1.00 = $1.27.

ITEM 2 - CORPORATE STRUCTURE
2.1 Name, Address and Incorporation

Sylogist Ltd. was incorporated under the Business Corporations Act (Alberta) on March 1, 1993
as “557356 Alberta Ltd.”. On February 16, 1994, the Corporation filed articles of amendment to change
its name from “557356 Alberta Ltd.” to “FinTech Services Ltd.”. On February 27, 1998, the
Corporation amended its articles to remove the applicable private company provisions, including all
share transfer restrictions, and to remove all of the then existing classes of shares except for the class
“A” shares of the Corporation. The articles of the Corporation were again amended on November 17,
2000 to change the name of the Corporation from “FinTech Services Ltd.” to “FinTech Solutions Ltd.”.
On July 17, 2001, the Corporation filed articles of amendment which, in place of the class “A” share
class of the Corporation, authorized the Corporation to issue an unlimited number of common shares of
the Corporation. On June 20, 2002, the Corporation changed its name from “FinTech Solutions Ltd.”
to “Sylogist Inc.” and, on November 14, 2002, the Corporation further amended its articles to effect a
seven (7) for one (1) consolidation of the common shares of the Corporation and to change the name of
the Corporation from “Sylogist Inc.” to “Sylogist Ltd.”. The Corporation then amalgamated with E-
Point Technologies Inc. under the Business Corporations Act (Alberta) on October 1, 2005 to become
“Sylogist Ltd.”, which then amalgamated with Masterworks Software Systems Ltd. under the Business
Corporations Act (Alberta) on January 1, 2008 to become “Sylogist Ltd.”. On July 1, 2013, the
Corporation amalgamated with Epic Data International Inc. under the Business Corporations Act
(Alberta) to become “Sylogist Ltd.”.

The head office of the Corporation is located at Suite 102, 5 Richard Way S.W., Calgary,
Alberta, T3E 7M8. The registered and records office of the Corporation is located at 1900, 520 - 3rd
Avenue S.W., Calgary, Alberta, T2P OR3.

The common shares in the capital of the Corporation (the “Common Shares”) are listed on the
Toronto Stock Exchange (“TSX”) under the trading symbol “SYZ”.

2.2 Intercorporate Relationships

The following chart illustrates, as at the financial year ended September 30, 2021, the
Corporation’s principal subsidiaries, including their respective place of incorporation and the
percentage of voting securities in each that are beneficially owned, or controlled or directed, directly or
indirectly, by the Corporation:



Sylogist Ltd.
(Alberta, Canada)

100%

100%

A\ 4

Sylogist USA Inc.
(Delaware, US)

Serenic Software (UK)
Limited

(United Kingdom)

100%

100%

100%

100%

Serenic Software (US)
Corporation

(Washington, US)

Serenic Software Inc.

(Delaware, US)

Information Strategies, Inc.

(Delaware, US)

Municipal Accounting
Systems, Inc.

(Oklahoma, US)

Notes:
Q) On October 6, 2021, Mission CRM Ltd. became an indirect wholly owned subsidiary of Sylogist.
2) On October 18, 2021, The Pavlik Group Inc., through the acquisition of its parent company, became an indirect

wholly owned subsidiary of Sylogist.

ITEM 3 - GENERAL DEVELOPMENT OF THE BUSINESS
3.1 Three Year History

A general description of the Corporation’s products and services is included below in Item 4 —
Description of the Business — 4.1 Summary. Set out below is a summary of the events and conditions
that have influenced the general development of the Corporation’s business since October 1, 2019.

Fiscal Year Ended 2019

On May 21, 2019, the Corporation commenced a NCIB (the “2019 NCIB”) to acquire up to
2,007,913 Common Shares (10% of the Corporation’s public float as of May 14, 2019) over the ensuing
12-month period at prevailing market prices. During the year ended September 30, 2019, pursuant to
the 2018 NCIB and 2019 NCIB, Sylogist repurchased a total of 191,900 Common Shares at an average
price of $12.81 for a total cost of $2.5 million. The 2019 NCIB terminated on May 20, 2020.

Fiscal Year Ended 2020

On March 12, 2020, the Corporation advised that Jim Wilson had announced his retirement as
Chief Executive Officer (“CEO”) and President of the Corporation to be effective September 30, 2020.
The Corporation also announced that the board of directors of the Corporation had undertaken a
strategic review to set the course for the future of Sylogist. Strategic elements that were to be considered
included: (i) recruiting a senior leader or leadership team to drive growth principally and initially in the
United States, where the majority of the Corporation’s customers and market opportunities reside; (ii)
strengthening and diversifying the board of directors; and (iii) evaluating other options and
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opportunities, including strategic alternatives, to maximize shareholder value. Finally, the Corporation
announced that the board of directors of the Corporation had engaged Shea & Company, a San
Francisco-based boutique merger and acquisition (“M&A”) adviser, specializing in enterprise software
with extensive reach across North America and beyond in public sector technology, to assist in its
market assessment of strategic opportunities and alternatives to enhance shareholder value.

On April 21, 2020, the Corporation acquired Information Strategies, Inc. (“InfoStrat”), a long-
established software solutions and professional services business serving federal and state government,
as well as not-for-profit/NGO organizations throughout the United States, based on its proprietary
intellectual property that uses Microsoft Dynamics 365 CRM and SharePoint. Sylogist acquired all of
the issued and outstanding shares of InfoStrat from the shareholders thereof for cash consideration of
$3.5M, subject to working capital adjustments.

On July 15, 2020, the Corporation commenced a NCIB (the “2020 NCIB”) to acquire up to
2,141,228 Common Shares (10% of the Corporation’s public float as of July 9, 2020) over the ensuing
12-month period at prevailing market prices. During the year ended September 30, 2020, pursuant to
the 2019 NCIB and 2020 NCIB, Sylogist repurchased a total of 30,700 Common Shares at an average
price of $8.06 for a total cost of $248,000. The 2020 NCIB terminated on July 14, 2021.

On July 16, 2020, the Corporation announced that it had entered into a commitment letter with
a Canadian chartered bank to obtain access to a $40 million credit facility (the “Credit Facility”). The
primary purpose of the Credit Facility is to fund acquisitions; however, the Credit Facility may also be
used for general corporate purposes. The commitment includes capacity to expand the Credit Facility
subject to certain terms and conditions. The Credit Facility is committed for the first year, and renewable
annually subject to agreement between the lender and Sylogist. Credit provided under the Credit Facility
will carry a floating interest rate of the Canadian prime bank rate, which, as at September 30, 2021, was
2.45%.

On September 30, 2020, Jim Wilson, Sylogist’s CEO and President, retired from the office of
CEO and President and his director position with the Corporation. Barry D.A. Foster was appointed
interim-CEO pending announcement of the Corporation’s new CEO.

On September 30, 2020, the Corporation entered into a series of agreements with Microsoft
Corp. through its principal operating subsidiary, Serenic Software Inc. These agreements renew Serenic
Software Inc.’s Microsoft ISV Embed partner status and expand its commitment to software-as-a-
service (“SaaS”) and to provide its customers with a pathway to cloud enabled services.

Fiscal Year Ended 2021

On November 9, 2020, William C. Wood was appointed a director and the CEO and President
of Sylogist.

On January 18, 2021, Theresa (Terry) LoPresti was appointed the Chief Technology and
Innovation Officer (“CTI10O”) of Sylogist USA Inc.

On February 11, 2021, concurrent with the release of its quarterly financial information for the
period ended December 31, 2020, William C. Wood, CEO, advised that he had been leading the
Corporation through a strategic planning process, with a focus on accelerating both organic and
inorganic growth and anticipated sharing more about the Corporation’s plans and the path forward in
the near future.

On March 4, 2021, the Corporation announced that it received conditional approval to list the
Common Shares on the TSX, subject to meeting certain listing conditions of the TSX.



On March 18, 2021, the Corporation announced the acquisition of Municipal Accounting
Systems, Inc. (“MAS”), a highly regarded, Oklahoma-based provider of student information
management and accounting solutions to kindergarten to grade 12 (“K-12") public school districts.
Pursuant to the transaction, which closed on March 17, 2021, Sylogist, through its subsidiary Sylogist
USA Inc., acquired all of the shares of MAS for cash consideration of $37.8 million, subject to working
capital adjustments, 50% of which was paid from cash on hand and the remainder was drawn under the
Credit Facility.

On March 18, 2021, the Corporation announced that it entered into a binding term sheet with
its existing lender to expand the Credit Facility from $40 million to $75 million, on substantially the
same terms as the Credit Facility.

On March 31, 2021, the Common Shares were listed on the TSX under the symbol “SYZ” and
the Common Shares were concurrently delisted from the TSX Venture Exchange (“TSXV”).

On April 7, 2021, lan McKinnon was appointed as a director of the Corporation.

During the year ended September 30, 2021, pursuant to the 2020 NCIB which terminated on
July 14, 2021, Sylogist repurchased a total of 118,400 Common Shares at an average price of $10.96
for a total cost of $1,297,664.

Fiscal Year Ended 2022 (to date)

On October 6, 2021, the Corporation acquired MISSION CRM Ltd. (“Mission CRM”), the
developer of the Mission CRM fundraising and donor engagement SaaS platform for large and mid-
market nonprofit organizations. Pursuant to the transaction, Sylogist acquired all the shares of Mission
CRM for $2.67 million (CAD), subject to working capital adjustments, plus an earnout tied to agreed-
upon revenue targets over the next three years. The annual earnout milestones reflect a compound
annual growth rate in excess of 100%, with the business achieving more than $8.5 million in annual
revenue by the end of the earnout period. Should Mission CRM achieve its earnout milestones, the total
purchase price will equal approximately 1x revenue exiting FY2023.

On October 18, 2021, the Corporation acquired The Pavlik Group Inc. and affiliated entities
(“Pavliks”), a provider of proprietary SaaS applications and professional services primarily to public
sector organizations and member associations. Pursuant to the transaction, Sylogist acquired all the
shares of Pavliks for $11.5 million (CAD), subject to working capital adjustments.

On December 1, 2021, Tracy Harder was appointed as Vice-President, Talent & Engagement.

The Corporation expects to grow organically and by acquisition. Organic growth, is expected
to occur as the Corporation wins new customers, expands wallet share with existing customers, and
migrates existing customers to its modern SaaS platform. Acquisitions are expected to be pursued in
the public sector markets in which the Corporation currently operates or which could benefit from its
modern platform.

3.2 Significant Acquisitions

Sylogist has not completed any significant acquisitions during its most recently completed
financial year for which disclosure is required under Part 8 of National Instrument 51-102.



ITEM 4 - DESCRIPTION OF THE BUSINESS
4.1 Summary

Sylogist is a public sector SaaS company that provides comprehensive enterprise resource
planning (“ERP”), customer/constituent relationship management (“CRM?”), fundraising, education
administration, and payments solutions that allow its customers to carry out their missions. It serves
over 1,950 customers globally, including all levels of government, non-profit and non-governmental
organizations, educational institutions, and public compliance-driven and funded companies. The
Corporation has industry-leading profitability, an exceptionally strong balance sheet, a track record of
successful acquisitions, and a portfolio of mission-critical SaaS solutions. The Corporation has two
wholly-owned subsidiaries, Sylogist USA Inc. and Serenic Software (U.K.) Limited, and as of
September 30, 2021, had four indirect wholly-owned subsidiaries, Serenic Software Inc., Serenic
Software (US) Corporation, InfoStrat, and MAS.

Sylogist has offices in Canada, the US, and the United Kingdom. Sylogist’s business strategy
emphasizes offering technology platforms, enabled by professional services, to help customers meet
their financial and operational management and planning needs. Sylogist’s approach supports
improvement of business performance, helps organizations reduce capital and operating expenses, and
accelerates fulfillment of customers’ goals. Sylogist’s solutions cross industries such as non-profit and
non-government organizations, governments and government agencies, education, and manufacturing.
Sylogist has provided customers within these industries with technology solutions to better manage
their activities and serve their stakeholders.

The Corporation’s customers range in size and operational complexity, with the majority
located in the US and Canada, and the remainder located in the United Kingdom and other jurisdictions
(which encompasses Latin America, the Middle East, Africa and Europe). Sylogist’s public service
customers include federal, state, and local governments, non-profit organizations (“NPOs”), non-
governmental organizations (“NGOs”), education boards and districts, and defence, safety,
manufacturing and distribution companies. Most of Sylogist’s customers are on annual subscription or
maintenance and support contracts. Given the nature of the Corporation’s product offerings and the
importance to its customers, the average customer life is more than 10 years. Some customers have been
using the Corporation’s software for several decades, with the Corporation’s historical customer
retention rate being over 90%. Although all new sales are on a Software as a Service (SaaS) basis, many
longstanding legacy customers hold perpetual licenses, and pay annual maintenance and support fees.
The Corporation’s software products, in addition to being a customer’s accounting and constituent
relationship management foundation, allow customers to analyze their data to uncover trends, identify
causes, measure the information’s significance to their organization and make timely decisions that
improve their operations. Sylogist’s experienced services team supports the deployment of its products
to new and existing customers to aid them in fully leveraging the benefits of the Corporation’s products
and gain efficiencies.

4.2 Sylogist’s Operating Divisions

The following is an overview of each of the Corporation’s operating divisions, and the
subsidiaries related to each.

Non-Profit Organizations and Non-Governmental Organizations

The NPO and NGO operating division of Serenic Software Inc. develops and implements
Serenic Navigator, a comprehensive, scalable ERP software solution, for use by NPOs and NGOs, and
Mission CRM, a fundraising and donor engagement platform that was acquired in October 2021.
Serenic Navigator is a Microsoft Gold ERP partner, ISV Embed vendor and development partner, and
Mission CRM is built on a Microsoft Dynamics foundation. The NPO and NGO operating division’s
software solutions are subscribed for as a service, or licensed for use, implemented, and supported for

-7-



customers throughout North America and globally. Furthermore, the NPO and NGO operating division
has a partner channel which resells software, assists in implementations and supports select customers
in Africa, the Middle East, Latin America and South America. The NPO and NGO operating division
provides customers, directly or through its partners, with professional services related to its ERP
offerings, which include: project management, application consulting, application configurations,
enhancements and upgrades, education and customer/partner support.

K-12 Education

The K-12 Education division develops and implements Serenic Navigator for K-12, an ERP
software solution designed specifically for K-12 school districts, schools, and local education agencies,
and WenGAGE, an accounting, student information, and lunchroom management platform for this
same sector. Serenic Navigator K-12 has similar capabilities to Serenic Navigator for NPOs and NGOs
but has been tailored for the unique needs of this market segment. Related professional services are
offered directly or indirectly, through its partner channel, to K-12 Education division customers. In
addition, the K-12 Education division maintains, supports and services education customers on two
legacy software platforms, Bellamy Software in Canada and SunPac Solutions in the US. This division
is operated directly under the Corporation in Canada and under Serenic Software Inc. and Sylogist USA
Inc. in the US.

Municipal Government

The Corporation directly operates a Municipal Government division in western Canada,
utilizing the Bellamy Software ERP platform, which the Corporation’s staff has developed, supported
and serviced since its acquisition in 2006.

Payroll

The Payroll division develops and, through a broad partner channel, implements, services, and
supports NaviPayroll, a fully-integrated, add-in payroll and human resources software solution for use
with the Serenic Navigator platform, and Microsoft Dynamics 365 Business Central. The Payroll
division serves customers in a wide range of public and private sector spaces, directly under the
Corporation in Canada and under Serenic Software Inc. in the US.

Safety, Defence, Manufacturing & Distribution

The Safety, Defence, Manufacturing & Distribution division, formerly known as Epic Data
Solutions, develops and directly implements, services, and supports software and hardware solutions
for discrete manufacturers, distribution, and warehousing organizations in North America and the
United Kingdom, many of which such customers are publicly funded. This division also provides
payment solutions to a small number of fuel vendors. The business of this division is conducted by the
Corporation in Canada, and by its subsidiaries, Serenic Software (US) Corporation and Serenic
Software (U.K.) Limited, for customers in the US and the UK, respectively.

Information Strategies, Inc.

InfoStrat operates as a separate division of the Corporation providing enterprise level case
management, grantor money management, and justice solutions to federal and state government and
NPOs/NGOs throughout the United States. InfoStrat is a Microsoft Gold partner and provides software
solutions and professional services based on proprietary intellectual property, Microsoft Dynamics 365,
and SharePoint.



Pavliks

Acquired in October 2021, Pavliks operates as a separate division of the Corporation providing
proprietary SaaS applications and professional services primarily to public sector organizations and
member associations. Its Portal Connector product is modern low/no code solution enabling clients to
build and integrate customer-facing web applications with Microsoft Dynamics. Pavliks' other business
units include expert Microsoft Dynamics 365 development and implementation services focused mainly
on public sector entities and member associations, and managed services, including cybersecurity and
cloud productivity.

4.3 Products and Services

The Corporation primarily offers software products and related professional services. Software
is developed by the research and development team, which is based in Newmarket, Ontario, and
includes many remote employees. Professional services, including implementations, are provided
remotely or on site in Canada, the US, and globally as needed.

Software Solutions
Serenic Navigator

Serenic Navigator is a comprehensive, multi-language and multi-currency, ERP solution that
includes unique capabilities for fund and encumbrance accounting, revenue tracking and cost analysis
by program. Furthermore, Serenic Navigator offers customers: (i) detailed tracking of grants, online
and offline donations, and non-financial metrics related to services; (ii) analytics capabilities; (iii)
management of funding sources; and (iv) complex budgeting and reporting. Serenic Navigator is
augmented with analytics tools to help customers uncover trends and insights, and to operate more
effectively. The solution is suitable primarily for NPO, NGO, and K-12 education organizations, with
features tailored for each vertical. Serenic Navigator is available on Microsoft AppSource, and offered
both directly and through reseller partners.

Serenic Navigator is written on top of Microsoft Dynamics 365 Business Central, which
provides the product’s basic financial core. Sylogist has incorporated proprietary fund accounting, grant
management, and advanced financial management intellectual property (“IP”) into Serenic Navigator
to meet the needs of the customers it serves.

Mission CRM

Mission CRM, acquired in October 2021, is an innovative SaaS fundraising and engagement
platform built on a Microsoft Dynamics 365 and Azure foundation, and fully embracing the Microsoft
Common Data Model for nonprofit and nongovernmental organizations. The platform provides
seamless constituent engagement, online fundraising and campaign pages, event management, peer-to-
peer fundraising, donation processing, funds distribution, postal integration, and CRA receipting.

WenGAGE

WenGAGE is a modern SaaS accounting and student information management platform for K-
12 school districts. Its accounting system includes accounts payable, purchase requisition,
treasurer/activity funds, an employee portal, payroll, and reporting; its end-to-end student information
system includes grading, student enrollment, lunchroom management and reporting, and a



parent/student portal. With longstanding Oklahoma roots, WenGAGE has a market share of
approximately 85% in its home state.

The Portal Connector

The Portal Connector (“TPC”), acquired in October 2021 via Pavliks, is a modern, low/no code
acclaimed solution enabling clients to build and integrate customer-facing web applications with
Microsoft Dynamics. It serves a global clientele, primarily the public sector and member associations,
with marquee customers such as the Australian federal government. TPC is distributed both directly
and through a network of resellers.

NaviPayroll

NaviPayroll is an add-in payroll and human resources solution for use with Microsoft Dynamics
NAYV and Dynamics 365 Business Central. It provides users with the flexibility to manage complex
payroll arrangements (e.g., collective agreements), and accommodate a wide range of workforce sizes.
NaviPayroll is available on Microsoft AppSource, and is offered primarily through reseller partners.

Customer/Constituent Relationship Management Solutions

Proprietary CRM solutions are housed within the InfoStrat division. These include SAVIN 360,
a victim notification solution for state-level criminal justice agencies, Grants Manager Plus, a grantor
money management solution, and GovCon, a CRM system for US federal government contractors.
These CRM solutions are written on top of a Microsoft Dynamics 365 foundation, onto which InfoStrat
has added proprietary IP to meet its customers’ needs.

Bellamy ERP

The Bellamy platform is an ERP and payroll solution for municipalities, school districts, and
rural electrification associations in western Canada. The Bellamy platform is a legacy solution which
the Corporation maintains and has periodically enhanced.

SunPac ERP

The SunPac platform is an ERP and payroll solution for local education agencies in North
Carolina. The SunPac platform is a legacy solution which the Corporation maintains and has
periodically enhanced.

Safety, Defence & Manufacturing Suite

Sylogist provides several solutions within the safety, defence and manufacturing market.
NaviTrak, a materials synchronization solution for manufacturing operations, provides work order
status by tracking the availability and movement of materials assigned to production work orders.
NaviNet, a data collection service, captures data from a wide variety of shop floor systems and data
collection devices, thereafter distributing processed data to a multitude of systems, including ERP and
enterprise systems. NaviBridge is a suite of robust integration and administration tools to setup,
integrate, monitor, and manage data transfers between ERP (e.g., SAP, Oracle, and others) and legacy
systems, distributed mobile systems and web-based applications.

Payment Solutions
The Payment Solutions division provides payment card industry and Europay, MasterCard, and
Visa and PCl-compliant payment processing services, including card-not-present transactions, ACH,

and EMV payments. Its target market includes fuel distributors in Canada and the US, as well as
customers in the Corporation’s core NPO, K-12, and government verticals.
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Professional Services

Sylogist views professional services primarily as an enabler for its software products. The bulk
of the Corporation’s professional service offerings are related to implementing, configuring, and
upgrading its IP. This includes configuring solutions, integrating them with other systems, and training
customers in their use. The InfoStrat and Pavliks divisions provide additional professional services
related to implementing Microsoft Dynamics 365 products, and the Safety, Defence, Manufacturing &
Distribution division provides ongoing custom development services to a few customers. The Pavliks
division also provides managed IT services, including cybersecurity and cloud productivity.
Professional services are typically charged on an hourly basis.

The typical proprietary software implementation begins with assessing a customer’s needs, and
then moves toward developing a project plan to successfully configure and launch the solution.
Depending on these SaaS implementation projects’ size, each can last anywhere from several weeks to
several months. These engagements drive commensurate increases in recurring revenue for the
Corporation, as implementations are successfully completed and customers systems go live, at which
time they add users and increase subscription and/or maintenance fees. Further professional services to
upgrade customers’ solutions are provided, and billed, on a relatively predictable cadence.

Hardware

Sylogist’s Safety, Defence, Manufacturing & Distribution division offers NaviView Terminal
for sale, an industrial-strength touch-screen terminal that securely runs any application, including
NaviTrak manufacturing or warehousing solutions, or an ERP, CRM, supply chain management or
warehouse management system. The Corporation’s hardware sales are highly variable, based on product
refresh cycles.

Revenue Contribution

In the fiscal year ended September 30, 2021, the above-mentioned products and services
represented the following proportions of the Corporation’s total revenue:

Product or Service Share of Revenue®
Subscription & Maintenance 80%
Professional Services 18%
Licenses 2%
Hardware 1%
Note:
1) The total share of revenue percentage does not total 100% due to rounding.

44 Specialized Skills and Knowledge

The markets that Sylogist targets tend to be competitive and fragmented. Sylogist has unique
differentiation in the markets through its proprietary IP, Microsoft partnership, market and technical
expertise, customer-centric approach, and a successful track record of M&A integration.

Proprietary IP

Sylogist provides end-to-end integrated ERP and CRM solutions enabled by proprietary
intellectual property. These solutions allow customers to operate more efficiently, and reduce the time,
cost and effort needed to implement comprehensive multi-vendor hybrid information technology (“1T”)
solutions, allowing customers to focus on other critical aspects of their business. Sylogist’s primary
product is Serenic Navigator. This ERP solution is a vertically-focused extension to Microsoft
Dynamics 365 Business Central, on which the Corporation has layered its own IP. Several additional
proprietary tools and modules are also available to customers. Application programming interfaces and
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data management tools allow acquired solutions, or customers’ third party software, to be easily
integrated with Navigator.

The Corporation owns all the IP in each of its solutions, which is typically layered on Microsoft
foundations but may utilize other accounting platforms in the future. The Corporation relies on a
combination of contractual provisions and copyright and trade secret laws to protect its IP and licenses
the use of products to customers rather than transferring ownership. Source code is compiled, and not
accessible to end users. Continuous investment in research and development, with a focus on enhancing
products’ capabilities and interoperability, keeps Sylogist products competitive and up to date.

Microsoft Partnership

Sylogist became a Microsoft partner when it acquired the Serenic Software operating
companies in 2014, and strengthened this relationship with the subsequent acquisitions of Microsoft
partners including InfoStrat, Pavliks, and Mission CRM. As a Gold ERP, ISV Embed vendor and a
development partner for Microsoft, Sylogist has and continues to receive limited discounts on Microsoft
licenses. Microsoft, like other vendors, may provide support in migrating customers to the cloud, as
well as sales and marketing resources. The Microsoft relationship may bring other intangible and
indirect benefits to Sylogist, such as brand value. Sylogist may also choose to leverage Microsoft’s
research and development on its Dynamics 365 Business Central platform, reducing its own required
investment.

Market and Technical Expertise

Sylogist’s employees understand the markets in which they operate. Sales representatives and
customer care professionals stay in close touch with customers, while engineers and consultants develop
and maintain their expertise in configuration, installation and operational support for multiple solutions.
Sylogist’s subject matter experts possess expertise in a broad range of solutions, including proprietary
IP, Microsoft Dynamics 365 Business Central, Microsoft Dynamics 365, SharePoint, and other products
within the Microsoft ecosystem. Sylogist’s subject matter experts continue to expand their technology
skills, spending time on acquiring new certifications and keeping pace with emerging technologies.

Customer-Centric Approach

The vast majority of Sylogist’s customers are based in the US and Canada, with less than 5%
of the Corporation’s revenue coming from the UK, Latin America, the Middle East, Africa, and Europe.
These organizations demand responsive service from their suppliers. Sylogist’s scale allows it to serve
large organizations, while a network of reseller partners serves customers in locations or sectors
requiring specific expertise that Sylogist may not have. The Corporation prioritizes excellent customer
service, and typically sees high customer satisfaction.

Sylogist’s customer base is stable and loyal. Many customers have been with the company for
decades, and annual retention typically exceeds 90%. The customer base is also highly diversified, with
no single customer representing more than 2% of recurring revenue. The public sector markets that
Sylogist serves typically have long sales cycles, especially when evaluating ERP systems like
Navigator, but with that comes a high level of customer retention. Longstanding customer relationships,
and satisfied customers, provide a stable base of high-margin recurring revenue.

M&A

Sylogist has a demonstrated track record of success in sourcing, executing on, and integrating
acquisitions. Successful acquisitions can either add to Sylogist’s customer base, bolster its IP with
complementary technology, or both. With three acquisitions since March 2021, Sylogist has set an
aggressive cadence while remaining consistently disciplined in its capital allocation, and successfully
growing previous targets’ revenue and profitability.

45 Competitive Conditions
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Although competitive conditions for Sylogist vary significantly across its key markets, some
commonalities exist. Customers in the NPO/NGO, education, and government sectors tend to be
community and mission-oriented. As such, these customers typically see each other not as competitors,
but as colleagues, with similar or complementary goals. For that reason, word of mouth and reputation
are critical to success in the market where Sylogist operates, and informal customer referrals are a
material factor in winning new business.

Thought leadership and valued partnerships are also key determinants of success in the market
where Sylogist operates. Customers typically look for trusted advisors who understand their needs.
Traditional marketing initiatives tend to be less effective than developing valuable content and
cultivating a strong reputation. Sylogist’s high customer satisfaction indicates the strength of its
reputation and potential to benefit from referrals.

Customers may also make decisions on the basis of other factors, including technology
expertise, customer support, relationship strength, project management abilities, features, innovation,
and an understanding of customers’ goals.

The specific competitive environment varies across each of Sylogist’s key divisions, as follows:

Non-Profit Organizations and Non-Governmental Organizations

NPOs and NGOs are typically served by either national competitors or adapted versions of
general purpose applications. The majority of Sylogist’s competition in the NPO and NGO division is
from large competitors.

Adjacent NPO/NGO product markets look quite different. The grant management and donor
management markets are fragmented, with many small companies providing CRM-based solutions.
Sylogist partners with these companies as needed to provide an end-to-end financial, donor, and grant
management solution.

K-12 Education

The education market is fragmented, with many small, regional competitors that typically only
operate in a few states or provinces and utilize legacy technology. A limited number of national
companies also compete in this K-12 Education market. The patchwork of regional solutions provides
Sylogist with both limited competition against its modern technology, and potential acquisition
opportunities.

Municipal Government

Like the education division, the municipal government market is fragmented, regional, and
largely made up of legacy systems. A similar set of large national players compete in this market, and
Sylogist sees a similar opportunity to outcompete or acquire legacy players.

Payroll

The payroll market is competitive and includes many add-on Microsoft solutions. Sylogist’s
advantage in the payroll market comes from cross-selling opportunities with its Navigator platform,
modern technology, presence on Microsoft AppSource, and its ability to handle complex payroll
situations such as seasonal workers or collective agreements.

Safety, Defence, Manufacturing & Distribution
Competition in this market primarily originates from large international companies who
provide manufacturers with dedicated solutions. Customers in this sector primarily seek solutions that

tie together disparate data sources across highly complex operations and integrate them with large ERP
systems used to run the applicable business.
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Government Agencies

Sylogist’s principal competition in this sector comes from Microsoft resellers. Its advantage
over competitors is its proprietary IP written on top of Microsoft Dynamics 365, its skilled people, and
its longstanding relationships. With respect to SAVIN 360, the Corporation’s criminal justice victim
notification solution, the only material competition comes from a single US-based national company,
which utilizes older technology and tends to charge higher prices.

4.6 Intangible Property

The intellectual property of each of Sylogist’s subsidiaries is proprietary and protected under
applicable trade secret laws and through nondisclosure agreements with employees, customers, and
other third parties. The Corporation’s source code is compiled, and not available to end users.

The principal trademarks owned by the Corporation and certain of its subsidiaries are “Serenic”,
“Serenic Navigator”, “NaviPayroll”, “InfoStrat”. “WenGAGE”, and “The Portal Connector”. These
trademarks are registered in Canada and the United States. The Corporation is pursuing trademarks for
“Mission CRM” and “Sylogist Pay”.

These exclusive trademark rights are perpetual, provided that their registrations are filed and
renewed on a timely basis and that the trademarks are used in commerce by the Corporation and its
subsidiaries. The Corporation recognizes the importance of its trademarks and the need to protect and
enhance their value. It is the practice of the Corporation to register or otherwise protect such intangible
assets in all jurisdictions in which it operates.

4.7 Cycles

Sylogist’s sales are subject to quarterly and seasonal variations that may cause significant
fluctuations in operating results. The timing of the Corporation’s revenues may be difficult to predict.
Customers typically undertake a significant evaluation process that has in the past resulted in a lengthy
sales cycle. The Corporation spends substantial time, effort and money on its sales efforts without any
assurance that the efforts will produce any sales during a given period.

4.8 Economic Dependence

Sylogist has few economic dependencies. The Corporation owns and controls the vast majority
of its IP, as well as having longstanding customer relationships in which it provides clients with mission-
critical software. Certain aspects of the business benefit from its Microsoft relationship. As a Microsoft
ISV Embed, Sylogist acquires Microsoft Dynamics 365 Business Central licenses and resells them to
certain customers as part of its Navigator platform, which includes the NPO/NGO and the K-12
solutions. Terminating the Microsoft relationship would adversely affect the Navigator platform, and
thereby the Corporation’s profitability.

Sylogist is dependent upon the services of certain key technology licensors, distributors and
manufacturers for the successful operation of its business. Sylogist’s contracts with these licensors,
distributors and manufacturers vary in duration and are generally terminable by either party at will or
upon notice. A supplier’s failure to supply materials or components in a timely manner, or Sylogist’s
inability to obtain substitute sources for these materials and components in a timely manner or on terms
acceptable to Sylogist, may affect Sylogist’s ability to deliver its products and services. Additionally,
the loss of the services of any of these suppliers and a failure to obtain an acceptable alternative solution
at a similar cost could have a material adverse effect on the business, operations and financial condition
of Sylogist.

The outbreak of the novel coronavirus (COVID-19) has resulted in governments worldwide
enacting emergency measures to combat the spread of the virus. These measures, which include the
implementation of mandatory workplace closures, quarantine periods, travel bans, and social
distancing, have caused disruption to businesses globally. While the impact of COVID-19 on the
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Corporation has been minimal to date, and the Corporation has taken the opportunity to help its own
customers pivot to remote work as required, there is uncertainty around the outbreak’s duration and
future business conditions. If the outbreak were to cause disruption to the Corporation’s supply chain
or its service capabilities in the future, it would have a negative impact on revenue, which could be
material. In addition, any material negative impact on revenue would impact profitability, as well as
liquidity and resources.

4.9 Environmental Protection

There are no financial and operational effects of environmental requirements on the capital
expenditures, profit or loss and competitive position of the Corporation in the current financial year and
none are expected in future years.

4.10 Employees

As of September 30, 2021, Sylogist, directly and through its subsidiaries, employs
approximately 100 full-time employees in Canada, the United States and the United Kingdom.

In addition to employed staff, Sylogist and its operating subsidiaries have access to a database
of specialized outside technical consultants, and relationships with staffing services to provide further
contractors when needed. At any given time, the Corporation typically has ready access to
approximately 10 contractors to assist with SaaS implementations, as well as third-party contract
software development organizations. The combination of in-house engineers and third-party contract
consultants enable the Corporation to quickly provide highly-qualified services to its customers.

4.11 Foreign Operations

Sylogist, operating as Serenic Software, has offices in Calgary, Alberta; Barrie, Ontario;
Lakewood, Colorado; Shawnee, Oklahoma; and Washington, District of Columbia. Sylogist also has
many employees that work remotely from various locations across Canada and the US, as well as the
UK. The Corporation does not own any real estate or property and rents all of its offices and facilities
at reasonable market rates. Managerial, sales and marketing and support personnel, as well as technical
engineers who provide IT services and solutions to the Corporation’s customers, are employed both at
these offices and as remote workers.

4.12  Reorganizations

Within the three most recently completed financial years, the Corporation and its subsidiaries
have not been the subject of a material reorganization.

4.13  Social Policies

The Corporation has and intends to continue financially supporting charitable causes, as chosen
by its divisional leads, in the communities in which its offices and employees reside.

4.14 Risk Factors

Sylogist is subject to risks and uncertainties that could result in a material adverse effect on the
Corporation’s business and financial results on a consolidated basis. The board of directors of the
Corporation has the overall responsibility and oversight of the Corporation’s risk management
practices. The Corporation’s management is responsible for developing and monitoring the
Corporation’s risk strategy, and reports to the board of directors of the Corporation on its activities.
Risk management is incorporated in all levels of strategic and operational planning and is reviewed
regularly to reflect changes in market conditions and the Corporation’s activities. Management has
identified the risks below as specific risks to Sylogist. The reader is urged to review these risk factors.
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The markets in which Sylogist currently operates are very competitive and change rapidly and therefore,
new risks may emerge from time to time.

Business Disruption Due to COVID-19

Since December 2019, the outbreak of the novel strain of coronavirus, specifically identified as
COVID-19, has resulted in governments worldwide enacting emergency measures to combat the spread
of the virus. These measures, which include the implementation of travel bans, mandatory quarantine
periods and social distancing, have caused material disruption to business globally resulting in an
economic slowdown. Global equity markets have experienced significant volatility and weakness.
Governments and central banks have reacted with significant monetary and fiscal interventions
designed to stabilize economic conditions. The duration and impact of the COVID-19 outbreak is
unknown at this time, as is the efficacy of the government and central bank interventions.

In late 2020 and throughout 2021, many countries, including Canada and the US, have been
vaccinating the global population. While the Corporation does not contend to have any expertise in
vaccine efficacy, it appears there is a positive consensus on the effectiveness of the currently developed
vaccines. Based solely on the information provided to the general public from health officials, the
Corporation remains hopeful that the vaccines will continue to be distributed to the general public, as
required. However, it remains unknown to the Corporation how long it will take for the general public
to be vaccinated given the unpredictable and novel nature of this virus and overall situation. There is a
risk of vaccine procurement and supply chain issues, which could prolong the adverse effect the
pandemic may have on the economy, the Corporation and its customers, and is outside of the control of
the Corporation. In late 2020 and during 2021, there had been a number of announcements by health
officials alerting the public to multiple mutations of the COVID-19 virus. It is unknown whether the
vaccines being distributed or developed will be as effective on the new strains of the virus. Based on
the Corporation’s understanding of these announcements, there is a risk these new mutations may
prolong, or increase the adverse effect the pandemic may have on the economy, the Corporation and its
customers, and is outside of the control of the Corporation.

It is not possible to reliably estimate the length and severity of these developments and the
impact on the financial results and condition of the Corporation in future periods. The extent of future
potential business disruption due to COVID-19 cannot be known with any degree of certainty. While
management anticipates that business will be disrupted in 2022, they do not believe it will have a
material adverse effect on the Corporation’s overall long-term outlook.

The pandemic has resulted in certain customers of the Corporation delaying project work,
which could include the use of the Corporation’s professional services and software. These
organizations chose to focus on reorganizing their operations in response to COVID-19, which has
resulted in a reduction in anticipated revenues to this point in the current fiscal year. In addition, it is
possible that COVID-19 may affect future sales of the Corporation’s products and services secured
through traditional sales efforts, such as travel, face-to-face meetings and in-person tradeshows, which
are not currently available due to restrictions related to the pandemic. However, as the Corporation’s
customers and potential customers transition to on-line working environments, it is anticipated that the
effect of such disruptions will decrease. However, the timing of said transition is unknown and not
within the Corporation’s control. The Corporation will closely monitor the situation and adjust to
changing events as they unfold.

COVID-19 continues to have a material, negative impact on services demand overall,
particularly in the nonprofit and non-governmental sector as many current and potential customers are
dealing with internal challenges to conduct normal business activities accentuated by and materially
pressured fund-raising revenue. In turn, they have postponed certain new projects and related expenses
to help offset the material pressures COVID-19 is placing on the public service organizations.
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The timing of the Corporation’s bookings tends to be variable and unpredictable in nature as
the purchase decision and timing fluctuate with the prospective customers’ needs and budgets. As
mentioned above, COVID-19 continues to impact the typical cadence and matriculation of the
Corporation’s booking pipeline.

The Corporation has experienced minimal disruptions to its operations as employees have been
able to work remotely with relative ease. The Corporation believes it is well positioned to deal with
unusual business disruptions resulting from COVID-19, as the Corporation has been able to implement
procedures to minimize negative impacts caused by travel restrictions and lack of usual access to people
and other resources. While face-to-face meetings have been restricted, the Corporation is able to
conduct meetings using online and video conferencing tools. Accordingly, the Corporation does not
anticipate a slowdown of product development or an inability to provide continuing satisfactory levels
of service to its customers.

Finally, in the event that the pandemic and the measures taken in response materially and
adversely affect the Corporation’s customers, it is possible that this could increase the Corporation’s
credit risk, in the event that such customers are unable to pay any amounts owed to the Corporation in
a timely manner or at all.

Profitability

As Sylogist grows its business, it expects operating expenses and capital expenditures to
increase correspondingly, and as a result, it will need to generate increased revenue to maintain
profitability. Sylogist may not be able to sustain or to increase profitability or cash flows from
operations on a quarterly or annual basis in the future and could incur losses in future periods. If
revenues decline, operating results could be seriously impaired because many of Sylogist’s expenses
are fixed and cannot be easily or quickly reduced.

Volatility in Quarterly Operating Results

Quarterly operational results may be impacted by many factors, including revenue fluctuations
based on demand, economic conditions, capital allocation and budgeting cycles, timing of project sales,
by acquisitions and related costs, by customer acceptance of product enhancements and by seasonal
variations. The Corporation considers fluctuations in its quarterly operations to have an impact on its
future financial position. The Corporation’s expense levels are based in part on its expectations of future
sales and projects, and the Corporation may not be able to adjust spending in a timely manner to
compensate for any sales shortfall.

Fixed Price Contracts and Delivery Management

A portion of Sylogist’s contracts are fixed price. In the context of these fixed price contracts,
there is a risk that the Corporation will be unable to deliver under the contract within the time specified
and at a cost to the Corporation that is equal to or less than the contract price. The technical
sophistication of the systems delivered under the contracts may require amendments to be negotiated
from time to time, subject to agreed contract change processes. A significant contract overrun that is
caused by the actions or inactions of the Corporation could affect the Corporation’s results of operation
and financial position.

Market and Competition

The markets for the Corporation’s products and services are competitive and significantly
affected by new product introductions and other market activities by industry participants. The
Corporation expects competition to persist, increase and intensify in the future as the markets for the
Corporation’s products and services continue to develop and as additional companies enter each of its
markets. Numerous releases of products and services that compete with those of the Corporation can be
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expected in the near future. There can be no assurance that the Corporation will be able to compete
effectively with current and future competitors. If these or other competitors were to engage in
aggressive pricing policies with respect to other competing products, or significant price competition
was to otherwise develop, the Corporation may be forced to lower its prices.

Potential Acquisitions and Investments

In previous years, the Corporation acquired and expects to continue acquiring or investing in
businesses, products and technologies that expand or complement the Corporation’s current business,
products and services. Such acquisitions or investments may involve significant commitments of
financial or other resources of the Corporation. There can be no assurance that any such acquisition or
investment can be satisfactorily financed or, if acquired, will generate revenue, income or other returns
for the Corporation, or that financial or other resources committed to such activities will not be lost.
Such activities could also place additional strains on the Corporation’s administrative and operational
resources and its ability to manage growth.

Management of Growth and Integration of Acquisitions

The Corporation believes that growth of its product lines and number of personnel is required
to maintain its competitive position. The Corporation plans to grow both organically and by acquisition
in the future. There can be no assurance that the Corporation will complete any future acquisitions and,
if completed, such acquisitions will be successfully integrated into the Corporation. The Corporation’s
growth will likely place strains on its resources and increased demands on its internal systems,
procedures and controls. With any acquisition, the Corporation needs to integrate and manage the
acquired business. This would increase the demands on the Corporation’s management, resources,
systems, procedures and controls. There can be no assurance that the Corporation’s administrative
infrastructure, systems, procedures and controls will continue to adequately support the Corporation’s
operations or that management will be able to achieve the rapid, effective execution of the product and
business initiatives necessary to successfully penetrate the markets for the Corporation’s products and
services, and successfully integrate any business acquisitions in the future.

Major Contracts

The Corporation has entered and may enter into major contracts that are complex and have
several delivery milestones. These contracts are often subject to delay, change, revision and renewal.
There is no guarantee that the Corporation can complete all activities on time and on budget and that
the funding available from the customer will be adequate to meet adjustments to the contract. Failure
by the Corporation to manage customer delivery responsibilities, secure project resources and collect
payments on a timely basis are significant risks to the Corporation.

Government Contracts

A significant portion of the Corporation’s total annual services revenue is derived from
contracts with Public Sector entities. Changes in government, government policy, priorities or funding
levels could affect the Corporation’s financial condition or results of operations. Government contracts
could be terminated or suspended at any time.

Risk to Reputation
Reputation is a critical asset in the technology services industry. Potential damage to that
reputation is a significant risk for the Corporation. Any of the risks identified in this AIF could damage

Sylogist’s reputation, which in turn, could result in a lack of customer or employee confidence, legal
liability and difficulties in raising capital.
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Volatility in Stock Price

The market price of the Corporation’s common shares can be highly volatile and subject to
fluctuations. These fluctuations in market price may continue due to quarterly variations in operating
results, announcements of technological innovations or new products by the Corporation or its
competitors, changes in financial estimates by securities analysts or other events and factors. In addition,
the financial markets have experienced significant price fluctuations that have particularly affected the
market price of equity securities of many high technology companies, and that have been unrelated to
the operating performance of such companies or have resulted from the failure of the operating results
of such companies to meet market expectations in a particular quarter or year.

Foreign Currency Risk

The Corporation operates internationally and, accordingly, a portion of Sylogist’s financial
resources is held in currencies other than the Canadian dollar, the functional currency of the
Corporation. Further, the Corporation generates revenues and incurs expenses in US dollars, Euros and
British Pounds. The Corporation’s exposure to the US dollar, Euros and the British Pound may change
over time as the geographic mix of Sylogist’s business changes. Consequently, the Corporation’s results
have been affected and it expects its future results could be adversely affected by significant foreign
exchange fluctuations.

Cyber Security

Sylogist manages cyber security risk by ensuring appropriate technologies, processes and
practices are effectively designed and implemented to help prevent, detect and respond to threats as
they emerge and evolve. The primary risks to Sylogist include, but are not limited to: loss of data,
destruction or corruption of data, compromising of confidential customer or employee information,
leaked information, disruption of business, theft or extortion of funds, regulatory infractions, loss of
competitive advantage and reputational damage. Any of said risks could have a material adverse effect
on Sylogist’s competitive position, financial condition or results of operations. Sylogist applies
technical and process controls in line with reasonable, industry-accepted standards to protect its
information assets and systems.

Sylogist may need to expend significant capital and other resources to protect against the threat
of security breaches or alleviate problems caused by any breach. Identifying and eliminating a security
breach, virus or other external intrusion may require interruptions, delays or cessation of service to users
and customers transacting business with Sylogist. Any infrastructure and network security breach may
lead to a material disruption of the Corporation’s business and/or the loss of business information, which
may materially and adversely affect the Corporation’s business. Risks relating to such a security breach
may include, among other things: a material adverse impact on the Corporation’s business and future
financial results due to the theft, destruction, loss, misappropriation or release of confidential data;
possible negative publicity resulting in reputation or brand damage with customers, vendors or peers
due to the theft, destruction, loss, misappropriation or release of confidential data; operational or
business delays resulting from the disruption of information technology systems and subsequent clean-
up and mitigation activities; and potential adverse effects on the Corporation’s compliance with
regulatory laws and regulations. Repeated or substantial interruptions could result in the loss of
customers and reduced revenues.

Environment and Market Risk

Sales are subject to some conditions outside the Corporation’s control such as economic cycles,
the growth of complementary businesses such as communications networks and software applications
or events in specific industry verticals. The liquidity and financial position of the Corporation is a
function of the decisions it will have to make to successfully compete in these markets. As the
marketplaces for the Corporation’s products and services evolve, the Corporation’s future results could
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be impacted by a dependence on a few customer or partner relationships. In addition, the timing and
customer acceptance of new or upgraded products and services may also affect the Corporation’s results
in the future.

Pricing and Margins

Pricing of software products and services is highly competitive, as is pricing for related
hardware and components. There are competitors of all sizes with competitive offerings, with notably
larger competitors offering mission critical systems and support services. These competitive offerings
can put pressure on prices and, consequently, operating margins. Hardware margins are typically lower
than those realized in software sales.

Dividends

The Corporation’s board of directors determined to pay a quarterly dividend commencing in
2010, which policy is reviewed quarterly. Sylogist’s board of directors will, at their discretion,
determine the amount of any future dividends payable. Although the Corporation has paid quarterly
dividends since 2010, there can be no assurance that the board of directors will declare further
dividends. The actual dividends declared will depend on numerous factors, such as profitability,
working capital and the sustainability of operating margins. The Corporation may adjust future
dividends payable upward or downward based on opportunities available to the Corporation.

Intellectual Property Rights

Although the Corporation makes efforts to protect its intellectual property rights, there can be
no guarantee that unlicensed copying of the Corporation’s software will not take place, especially in
countries where software piracy laws and enforcement are weak. Policing unauthorized use of its
technology, if required, may be difficult and costly.

From time to time the Corporation may receive notices from third parties alleging that it has
infringed their intellectual property rights. Responding to any such claim, regardless of its merit, may
be time-consuming, result in costly litigation, divert management’s attention and resources or cause
Sylogist to incur significant expenses. Any meritorious claim of intellectual property infringement
against the Corporation may potentially result in a temporary or permanent injunction, prohibiting it
from marketing or selling certain products or requiring it to pay royalties to a third-party. In the event
of a meritorious claim, failure of the Corporation to develop or license substitute technology may
materially adversely affect its business and results of operations.

As the Corporation develops new technologies, Sylogist’s ability to protect its proprietary rights
from unauthorized use by third parties may be possible only to the extent that its intellectual property
is effectively maintained as confidential know-how/trade secrets. The industries in which the
Corporation operates can be subject to expensive litigation regarding intellectual property rights. As a
result, Sylogist may be required to defend against claims of intellectual property infringement which
may adversely affect its financial condition and operating results. Although the Corporation does not
typically pursue patents, if it chooses to do so in the future, it cannot foresee whether any of its future
patent applications will result in the issuance of any patents. If approved, any future patents of the
Corporation may not be sufficiently broad to prevent others from developing competing products. The
validity and enforceability of the Corporation’s patents, if any, cannot be predicted with certainty and
its future patents may be found to be invalid or unenforceable or its future patent applications may not
be accepted.

Unauthorized parties may attempt to copy or otherwise obtain and use the Corporation’s
products or technology. Monitoring unauthorized use of its intellectual property is difficult and Sylogist
cannot be certain that the steps it has taken will prevent unauthorized use of its technology. If
competitors are able to use Sylogist’s technology, its ability to compete effectively could be harmed.
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Moreover, others may independently develop and obtain patents for technologies that are similar to, or
superior to, Sylogist’s technologies. If that happens, the Corporation may need to license these
technologies, and Sylogist may not be able to obtain licenses on reasonable terms, if at all, which could
have a material adverse effect on its business.

Information Systems

Certain of Sylogist’s information systems are internally developed and contain external
applications that are linked to the proprietary core. There are continued risks when various departments
operate on different systems and the Corporation must rely on developed interfaces between these
systems.

Damage to the Corporation’s Computer Systems

Sylogist’s operations are dependent on the continued and uninterrupted performance of its
computer systems and, accordingly, on its ability to protect its computer systems against damage from
computer viruses, fire, power loss, telecommunications failures, vandalism or other malicious acts, or
similar unexpected adverse events. Any system failure, security breach or other damage or unanticipated
problem with the Corporation’s computer systems could interrupt or delay its operations, damage its
reputation and, if sustained or repeated, reduce the attractiveness of its services and result in the potential
loss of customers.

Third Party Technology

The Corporation incorporates third party technology into some of its products and may
incorporate additional third-party technology as it develops and expands its product lines. The operation
of its products could be impaired if errors occur in such third-party technology, which errors may be
difficult to correct being out of the Corporation’s control, or to replace if a third-party vendor seeks to
terminate the Corporation’s license to use the technology. Such technology could become subject to
claims of infringement by others.

Legislative, Insurance, Compliance Costs, Regulatory Action and Environment

To comply with various increasing and complex regulatory reporting and standards involves
significant cost. Recent changes to securities regulatory standards, accounting policy, and compliance
reporting have placed an additional expense burden on the Corporation. The Corporation is utilizing
more outside legal, accounting and advisory services than in the past. As a result, general and
administrative costs will increase. Insurers may increase premiums as a result of high claims rates
experienced by them over the past year and so future premiums for the Corporation’s various insurance
policies, including directors’ and officers’ insurance policies, could be subject to increase. Proposed
changes in the accounting rules could materially increase the Corporation’s internal accounting and
external audit fees. Corporate governance standards in Canada are evolving continuously. Despite its
best attempts, there can be no assurance that the Corporation will comply with all applicable corporate
governance guidelines or best practices.

Key Partner Relationships
The Corporation has some reliance on partner relationships with a number of third-party
suppliers to generate revenue. The financial stability, marketing plans, and personnel of these partnering

organizations could change and materially impact the Corporation’s relationship and the services and
products Sylogist provides to its customers.
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Key Supplier Relationships

Sylogist is dependent on its relationships with third parties to provide strategic components of
its software license sales and maintenance revenue, as well as its hardware. To the extent third parties
are unable to support the Corporation in its growing need for hardware components and fabrication, or
to support the Corporation’s software infrastructure, the Corporation may be forced to source
components or software from others, perhaps at increased prices and with an impact on the
Corporation’s ability to service its customers. Many of the Corporation’s products are dependent on the
uninterrupted operations of data hosting centers, which, if unavailable, even for a limited period, could
result in revenue loss and customer claims. While Sylogist takes what it believes to be reasonable
precautions against some events, and that the Corporation believes its suppliers are reputable businesses,
there can be no assurance that their services will be provided uninterrupted.

Financial Condition, Liquidity, and Requirements Outlook

Sylogist’s cash balance and working capital position are expected to be adequate to sustain the
Corporation’s existing operations. If the Corporation is unable to continue to grow revenue and cash
flow from operations, its cash and working capital position could be affected.

Reliance on Financial Incentives

Sylogist receives payments and credits from vendors, including consideration pursuant to
volume sales, incentive programs and marketing development funding programs. Vendor funding is
used to offset, among other things, inventory costs, costs of goods sold, marketing costs and other
operating expenses. If Sylogist is not in compliance with the terms of these programs, there could be a
material negative effect on the amount of incentives offered or paid to the Corporation by its vendors.
No assurance can be given that Sylogist will continue to receive financial incentives at historical
payment levels in the future, or that Sylogist will be able to collect outstanding amounts relating to these
incentives in a timely manner, or at all. Any sizeable reduction in the discontinuance of, significant
delay in receiving, or the inability to collect such incentives could have a material adverse effect on
Sylogist’s business, results of operations and financial condition.

Management of Future Growth and Expansion

Planned expansion of the Corporation’s business and its future success will depend on its ability
to manage growth as it expands its products and marketing capacities, which may place a significant
strain on the Corporation’s management resources, employees and operations, as well as its ability to
finance such growth. To manage growth effectively, the Corporation will be required to continue to
implement changes in certain aspects of its business, expand its operations, and develop, train, manage
and assimilate an increasing number of management-level and other employees. If management is
unable to manage growth effectively, the Corporation’s business, prospects, financial condition and
operating results could be affected.

Dependence on Key Personnel

The success of the Corporation is largely dependent on the performance of its key senior
management employees. Failure to retain key employees and to attract and retain additional key
employees with necessary skills could impact the Corporation’s growth and profitability. Competition
for highly skilled management, technical, R&D, and other employees is intense in the information
technology industry.

The Corporation’s progress to date in commercializing its proprietary products has been

dependent, to a significant extent, on the skills of its senior management. The departure or death of
certain members of the executive team could have an adverse effect on the Corporation.
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The Corporation has experienced changes in its management personnel and further changes
may occur in the future. The Corporation may face transitional difficulties in connection with these
changes, and there can be no assurance that the Corporation will be able to attract and retain highly-
skilled and qualified personnel to replace employees who leave the Corporation.

Financial Position of Customers

Some of Sylogist’s customers are smaller entities. If any one or more of such customers is not
able to secure financing, or reduces or postpones current or expected purchases of Sylogist’s products,
the Corporation’s business, results of operations and financial condition could be adversely affected.

Customer Retention/Attrition

Once Sylogist’s solutions and methodologies are deployed for customers, they generally rely
on Sylogist’s support services to resolve any related issues. A high level of customer support and service
is important for the successful marketing and sale of additional services and solutions of the Corporation
in the future. If the Corporation does not help its customers quickly resolve post-deployment issues and
provide effective ongoing support, its ability to sell its solutions to existing customers could suffer and
its reputation with prospective customers could be impacted.

Industry Growth

There can be no assurance that the market for the Corporation’s existing products will continue
to grow or that the Corporation will be successful in expanding market share for its products. If the
markets in which the Corporation’s products compete fail to grow or grow more slowly than the
Corporation currently anticipates, or if the Corporation is unable to establish markets for its new
products, the Corporation’s operating results and financial condition could be adversely affected.

Reliance on Third Party Parts Suppliers

Certain parts and components used in Sylogist’s products are purchased from a limited number
of sources. The Corporation’s reliance on these limited source suppliers involves certain risks and
uncertainties, including the possibility of a shortage or discontinuation of certain key components and
reduced control over delivery schedules, manufacturing capability, quality and costs. In addition, the
purchase of certain key components may involve long lead times, and, in the event of unanticipated
increases in demand for the Corporation’s products, the Corporation may in the future be unable to
manufacture certain products in a quantity sufficient to meet its customers’ demand in any particular
period.

Third Party Software

Sylogist licenses certain technologies from third parties, which may in turn be offered by the
Corporation to customers or channel partners and ultimately to end users. The termination of any of
these third-party licenses could materially impact the Corporation’s ability to sell its products and it
may be forced to seek alternative solutions. There can be no guarantee that alternative solutions will be
readily available, if at all. If the Corporation’s third-party licensors do not maintain or update their
products, the Corporation’s ability to sell its products could be materially impacted, again potentially
requiring the Corporation to seek alternatives, which may not be available. It may be necessary in the
future to seek new third-party licenses from others than whom it currently contract, to sustain its
business offerings and there can be no certainty that such licenses will be available on commercially
reasonable terms, if at all.
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Lengthy and Variable Sales Cycle

Selling the Corporation’s technologies and products is a long and complex process. In the past,
the Corporation’s sales cycle has generally ranged from three to thirty-six months. Sylogist spends a
substantial amount of time educating potential customers about the use and benefits of its technologies
and products. Because the adoption of the Corporation’s technologies often represents a substantial
investment, potential customers may take months to evaluate the Corporation’s technologies and
products, determine the size of the user base to be covered, and obtain the necessary expenditure
authorizations and financing required to purchase the Corporation’s technologies or products. The
process of entering into an agreement typically involves lengthy negotiations. After a prospective
customer has signed a license agreement, Sylogist may then be required to integrate its technologies
and products into the licensee’s products and services, after which integration must be accepted by the
licensee.

In addition, the Corporation may spend a significant amount of time and money on a potential
customer that ultimately does not purchase its technologies or products. Any delay in sales of the
Corporation’s technologies and products could cause the Corporation’s operating results to vary
significantly from projected results. Also, the Corporation may not be able to accurately predict the
sales of its technologies and products by its alliance partners, since the Corporation's alliance partners
do not always keep Sylogist informed about the status of possible sales and other revenue opportunities
with their customers. Sales of the Corporation’s products by the Corporation’s alliance partners also
depend on the timing of the roll-out of their own products and systems. The Corporation has no control
over the timing of its alliance partners’ roll-outs, and the Corporation may not be informed of when
these roll-outs will occur.

Because of these factors, it is especially difficult to forecast the Corporation’s revenue and
operating results. The Corporation’s inability to accurately predict the timing and magnitude of the
Corporation’s sales could cause a number of problems, including: (i) the Corporation may have
difficulty meeting the Corporation’s customers’ delivery requirements in the event many large orders
are received in a short period of time; (ii) the Corporation may expend significant management efforts
and incur substantial sales and marketing expenses in a particular period that do not translate into orders
during that period, or at all; and, (iii) the Corporation may have difficulty meeting its cash flow
requirements and obtaining credit because of delays in receiving orders or delays in receiving payment
for its products and services. The problems resulting from the Corporation’s lengthy and variable sales
cycle could impede its growth, harm its valuation, and restrict its ability to take advantage of new
opportunities.

Risks Related to Acquisitions

The Corporation may expand its operations and business by acquiring additional businesses,
products or technologies. There can be no assurance that the Corporation will be able to identify, acquire
or profitably manage additional businesses, or successfully integrate any acquired businesses, products
or technologies into the Corporation without substantial expenses, delays or other operational or
financial problems. Furthermore, acquisitions may involve a number of special risks, including
diversion of management’s attention, failure to retain key personnel, unanticipated events or
circumstances, and legal liabilities. In addition, there can be no assurance that acquired businesses,
products or technologies, if any, will achieve anticipated revenues and income. Acquisitions could also
result in potentially dilutive issuances of equity securities. The failure of the Corporation to execute an
acquisition strategy successfully could have a material adverse effect on the Corporation’s business,
results of operations and financial condition.

Economic Slowdown

From time to time markets the Corporation serves have experienced the impact of the
weakening of global macro-economic conditions. This weakness affected information technology
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spending patterns on a global basis, and as a result affected Sylogist’s ability to forecast current and
future period revenues. In spite of the weakness in economic activity, Sylogist’s customer base remains
solid, and the Corporation remains encouraged by the level of interest that the marketplace continues to
show in its offerings.

International Markets

Sales outside of Canada represent a significant portion of the Corporation’s total gross
revenues. Sales to international customers are subject to a number of risks and uncertainties including,
but not limited to: complications in both compliance with and unexpected changes in foreign
government laws, regulations and telecommunications standards, import and export license
requirements, tariffs and other trade barriers, potential adverse tax consequences, fluctuations in
currency exchange rates, exchange controls, difficulty in collecting accounts receivable, difficulty in
staffing and managing foreign operations, potential political and economic instability, events of
international terrorism, economic effects of public health threats such as pandemics or epidemics,
uncertainties of laws and enforcement relating to the protection of property rights including intellectual
property rights, unauthorized copying of the Corporation’s proprietary technologies, uncertainties in
local commercial or financial sector practices, uncertainties in local accepted business practices and
standards which may not be similar to accepted business practices and standards in Canada and which
may create unforeseen business or public relations situations, and other factors depending on the country
involved. While international sales are typically denominated in US dollars and Sylogist typically
extends limited credit terms, fluctuations in currency exchange rates could cause the Corporation’s
products to become relatively more expensive to customers in a particular country, leading to a
reduction in sales or profitability in that country. As a result of these factors, the Corporation may not
be successful in entering certain international markets and maintaining or increasing international
market demand for the Corporation’s products.

Litigation

The Corporation may be subject to litigation in the ordinary course of business, as well as in
the context of potential securities claims, class actions and other corporate activities. Any litigation is
time consuming and costly, both financially and by distracting management and staff resources from
the Corporation’s day to day business.

Taxation

Sylogist is subject to income and non-income-based taxes in Canada, the United States, the
United Kingdom and other foreign jurisdictions. Tax structure and tax filings are subject to review by
taxation authorities in the ordinary course of business and Sylogist cannot be assured that the final
determination of any such review will not be different from what is reflected in its historical income tax
filings, provisions or accruals and any such differences could materially affect operating results or result
in additional tax expense in future periods. Significant judgment is required of management in
determining the Corporation’s provisions for income taxes and other tax liabilities and while
management strives to ensure its estimates and filing positions are reasonable, there can be no assurance
that the result of any tax audits or proceedings will not differ, which may materially impact operating
results. In addition, tax laws are subject to change which may materially impact the Corporation’s tax
filings and operating results.

Potential Need for Future Financing

There can be no assurance that the Corporation will be able to obtain additional financial
resources that may be required to successfully compete in its markets on favorable commercial terms,
or at all. Failure to obtain such financing could result in the delay or abandonment of some or all of the
Corporation’s plans for product development, or in the Corporation being unable to satisfy its
obligations as they become due.

-25-



Acquisition Related Liabilities

Sylogist may incur contingent liabilities through acquisitions which may be material, despite
the Corporation’s best efforts to estimate risks associated with the contingencies and the likelihood of
them materializing. The Corporation’s estimates could differ materially from such liabilities actually
incurred.

Product Liability

Sylogist’s products are highly complex and sophisticated and, from time to time, may contain
design defects that are reasonably difficult to detect and correct. Errors may be found in new products
after commencement of commercial shipments or, if discovered, Sylogist may not be able to
successfully correct such errors in a timely manner, if at all, reasonably. The occurrence of such errors
and failures in Sylogist’s products could result in a loss or delay in their market acceptance and
correcting these could require significant expenditure of capital. Sylogist’s products are integrated into
its customers’ networks and equipment. The sale and support of these products may entail the risk of
product liability or warranty claims based on potential damage to such networks and equipment. In
addition, the failure of Sylogist’s products to perform to customer expectations could give rise to
warranty claims.

Internal Controls

Effective internal controls are necessary for Sylogist to provide reliable financial reports and to
help prevent fraud. Although Sylogist will undertake a number of procedures in order to help ensure
the reliability of its financial reports, including those imposed on it under Canadian securities laws,
Sylogist cannot be certain that such measures will ensure that Sylogist will maintain adequate control
over financial processes and reporting.

Failure to implement required new or improved controls, or difficulties encountered in their
implementation, could harm Sylogist’s results of operations or cause it to fail to meet its reporting
obligations. If Sylogist or its independent auditors discover a material weakness, the disclosure of that
fact, even if quickly remedied, could reduce the market’s confidence in Sylogist’ financial statements
and harm the trading price of the Common Shares.

ITEM 5 - DIVIDENDS AND DISTRIBUTIONS

The board of directors of the Corporation determined to pay a quarterly dividend commencing
in 2010, which such quarterly dividend payment policy is reviewed quarterly. All declared dividends
have been subsequently paid and, as at September 30, 2021, the Corporation had paid $78.5 million in
dividends since February 2010. During the three most recently completed financial years, the board of
directors of the Corporation declared aggregate annual dividends on the Common Shares in the amount
of: (i) $0.39 per Common Share for a total dividend payment of $8.7 million during the fiscal year
ended September 30, 2019; (ii) $0.44 per Common Share for a total dividend payment of $10.3 million
during the fiscal year ended September 30, 2020; and (iii) $0.50 per Common Share for a total dividend
payment of $11.9 million during the fiscal year ended September 30, 2021. Based on the Corporation’s
September 30, 2021 closing stock price, the trailing twelve months’ dividend yield, excluding special
dividends, was 4.9%.

The Corporation’s banking arrangements prohibit the payment of dividends if certain financial
covenants are not met. To date, the Corporation has always satisfied such financial covenants.
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ITEM 6 - DESCRIPTION OF CAPITAL STRUCTURE

The Corporation’s authorized capital consists of an unlimited number of Common Shares. As
at September 30, 2021, there were 23,849,461* Common Shares issued and outstanding.

6.1 Common Shares

Each Common Share carries the right to attend and vote at all general meetings of shareholders.
Holders of Common Shares are entitled to receive on a pro rata basis such dividends, if any, as and
when declared by the board of directors of the Corporation at its discretion from funds legally available
for the payment of dividends and upon the liquidation, dissolution, or winding up of the Corporation
are entitled to receive on a pro rata basis the net assets of the Corporation after payment of debts and
other liabilities. The Common Shares do not carry any pre-emptive, subscription, redemption, or
conversion rights, nor do they contain any sinking or purchase fund provisions.

6.2 Options and Other Convertible Securities

Prior to August 12, 2020, the Corporation had a rolling incentive stock option plan. On
November 10, 2020, the board of directors of the Corporation adopted a fixed incentive stock option
plan. On May 3, 2021, the board of directors of the Corporation adopted a rolling incentive stock option
plan to replace the fixed incentive stock option plan. Under the rolling stock option plan, the aggregate
number of common shares to be issued, upon exercise of all options granted under the plan, shall not
exceed 10% of the issued Common Shares, at the time the options were granted. Options granted under
the plan generally have a term of five years, and vest at such times as determined by the board of
directors of the Corporation at the date of grant, which is typically over three years. The exercise price
of each option is determined by the board of directors of the Corporation at the volume weighted average
trading price per Common Share on the TSX for the three (3) trading days on which the Common Shares
traded immediately preceding the date of grant. In the fiscal year ended September 30, 2021, the
Corporation granted 1,155,000 stock options at an average exercise price of $11.13 to directors and
officers of the Corporation. In the same period, 253,333 stock options were exercised, 46,667 stock
options expired and no stock options were forfeited.

! As at the date of this AIF, 23,900,877 Common Shares are issued and outstanding.
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Details of the stock options outstanding and exercisable as at the September 30, 2021 are as follows:

Weighted-
Average
Number of Remaining Number of Weighted-Average
Outstanding Period Until Options Remaining Contractual
Exercise Price Options Exercisable Exercisable Life Post Vesting
$8.25 15,000 - 15,000 0.6 years
$10.08 60,000 - 60,000 1.3 years
$12.75 15,000 0.3 years 10,000 2.3 years
$10.65 625,000 1.0 years 312,500 3.0 years
$10.30 810,000 2.1 years - -
$11.78 225,000 2.3 years - -
$15.64 60,000 2.7 years - -
$15.33 60,000 3.5 years - -
TOTAL 1,870,000 1.5 years 397,500 2.7 years

ITEM 7 - MARKET FOR SECURITIES
7.1 Trading Price and Volume

On March 31, 2021, the Common Shares were listed for trading on the TSX under the symbol
“SYZ” and concurrently delisted from the TSXV. The following table sets forth the reported intraday
high and low prices and monthly trading volumes of the Common Shares for the 12-month period
ending September 30, 2021, as quoted on the TSXV and the TSX:

Period High Trading Price Low Trading Price Volume (#)

September 2021 $ 11.15 $ 10.20 733,938
August 2021 $ 12.91 $ 10.73 1,480,323
July 2021 $ 13.94 $ 12.85 438,228
June 2021 $ 14.20 $ 13.25 570,951
May 2021 $ 16.86 $ 12.90 847,861
April 2021 $ 17.75 $ 14.30 1,847,923
March 2021 $ 15.75 $ 11.48 1,810,524
February 2021 $ 12.17 $ 11.15 1,402,740
January 2021 $ 11.85 $ 11.16 789,016
December 2020 $ 12.23 $ 10.75 2,014,109
November 2020 $ 11.05 $ 9.67 703,571
October 2020 $ 10.77 $ 9.85 828,825

7.2 Prior Sales

The Corporation did not issue any Common Shares during the fiscal year ended September 30,
2021, other than 253,333 Common Shares upon exercise of the incentive stock options. In the fiscal
year ended September 30, 2021, the Corporation granted 1,155,000 stock options at an average exercise
price of $11.13 to directors and officers of the Corporation.
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ITEM 8 - ESCROWED SECURITIES

As at the date of this AIF, to the knowledge of the Corporation, there are no securities held in
escrow or subject to a contractual restriction on transfer.

ITEM 9 - DIRECTORS AND OFFICERS

9.1 Name, Occupation and Security Holding

The following table and the notes thereto set out as at September 30, 2021, or such subsequent
date as indicated in the table, the names of all the directors and executive officers of the Corporation
(or, as noted below, its subsidiaries) as well as information concerning their committee membership,
municipalities of residence, principal occupations for the past five years, the date on which each became
a director of the Corporation and the number of Common Shares beneficially owned, directly or
indirectly, or over which control or direction is exercised by each of the directors and executive officers
of the Corporation. Each of the directors of Sylogist will hold office until the next annual meeting of
the holders of Common Shares or until his or her successor is duly elected or appointed, unless his or
her office is earlier vacated in accordance with Sylogist’s articles.

Name, Province and Current principal occupation and Director Number of Common
Country of Residence principal occupation during last five years Since Shares Beneficially
Owned or Controlled ®
William C. Wood® President and CEO of Sylogist since November 9, Nil.
Massachusetts, US November 9, 2020. Prior thereto, President 2020
. and CEO of FrontStream Holdings, LLC
Director, CEO and from April 2016 to September 2019. Prior
President thereto, SVP, Worldwide Marketing and
Sales of BST NanoCarbon from November
2013 to March 2016.
David O.C. Elder Executive Vice-President and Corporate 313,031
Alberta, Canada Secretary of Sylogist since February 2006. N/A
Executive Vice-President
and Corporate Secretary
Xavier Shorter Vice-President, Finance and CFO of Sylogist N/A 16,200
Alberta, Canada since October, 2016.
Vice-President, Finance
and Chief Financial Officer
(“CFO”)
Donna Smiley Vice-President, Customer Experience of N/A 4,600
Alberta, Canada Sylogist since June 2021. Prior thereto, Vice-
. . President, Operations of Sylogist since
Vice-President, January, 2019. Prior thereto, Managing
Customer Experience Director, Operations of Sylogist since July,
2014.
Theresa (Terry) LoPresti CTIO of Sylogist USA Inc. since January, N/A Nil.
Washington, DC, US 2021. Prior thereto, Chief Technology Officer
. of Frontstream Holdings LLC since January
Chief Technology and 2012.
Innovation Officer
(“CTI0”).
James Townsend Vice-President, Marketing since June 2021. N/A 5,681
Washington DC, USA Prior thereto, Vice-President InfoStrat
. . . Division since April, 2020. Prior thereto,
Vice-President, Marketing | Founder and President of Information
Strategies Inc. since January 1987
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Name, Province and Current principal occupation and Director Number of Common

Country of Residence principal occupation during last five years Since Shares Beneficially
Owned or Controlled
Tracy Harder Vice-President, Talent & Engagement of N/A Nil
Tennessee, US Sylogist USA Inc. since December, 2021.

. ] Prior thereto, Vice-President, Human Capital
Vice-President, Talent & of Arsenal Capital Partners from March 2020
Engagement to December 2021. Prior thereto, Vice
President, Human Resources at FrontStream
Holdings, LLC from September 2010 to

March 2020.
Lester Fernandes® President and CEO of Segovia Capital Ltd., a August 12, 12,100
Quebec, Canada family investment company, since 2018. Prior 2020
. thereto, Co-Founder and CFO of Pivotal
Director Payments Ltd., a financial technology

company that specializes in payment
processing, since 2001.

Barry D.A. Foster@) President and Portfolio Manager, Innerkip June 25, 703,700
Ontario, Canada Capital Management since 2004. 2019

Director (Board Chair)

Taylor Gray®® Since January, 2018, a retired Partner of BDO | January 1, 14,400
Alberta, Canada Canada LLP. Prior thereto, a Partner at BDO 20180
Canada LLP since January, 1998.
Director
Cralg.O’Nelll(S) CEO of VersaPay Corp., a financial August 12, 2,000
Ontario, Canada technology company that specializes in 2020
. accounts receivable software, since 2013.
Director
lan McKinnon®@®® Board Chair of MessagePoint, a privately April 7, 2021 800
Ontario, Canada owned technology company, since 2007
. Presently board member of Blu Ivy Group
Director and College of Nurses of Ontario, past board
member of Constellation Software.
Notes:
® Information as to the number of Common Shares beneficially owned or over which they exercise control or direction,

not being in the knowledge of the Corporation, has been furnished by the respective directors and executive officers
of Sylogist as at the date of this AIF.

@ Current member of the Audit Committee.

@ Current member of the Compensation Committee.

@ Current member of the Nominating and Governance Committee.

® Barry D.A. Foster was appointed interim CEO of Sylogist from October 1, 2020 to November 9, 2020.
) lan McKinnon was appointed as a director of the Corporation effective April 7, 2021.

As at the date of this AlF, the current directors and executive officers of Sylogist, as a group,
beneficially own, or control or direct, directly or indirectly, an aggregate of 1,073,012 Common Shares,
representing approximately 4.5% of the issued and outstanding Common Shares. The information as to
the number of Common Shares beneficially owned, or controlled or directed, not being within the
knowledge of the Corporation, has been furnished by the respective directors and executive officers of
the Corporation individually.

9.2 Cease Trade Orders, Bankruptcies, Penalties or Sanctions

To the knowledge of the Corporation, no director or executive officer of Sylogist is, as at the
date hereof, or has been, within the ten (10) years before the date hereof, a director, chief executive
officer or chief financial officer of any company (including Sylogist) that was subject to a cease trade
order, an order similar to a cease trade or an order that denied the relevant company access to any
exemption under securities legislation, that was in effect for a period of more than thirty (30)
consecutive days, that was issued: (i) while the director or executive officer was acting in the capacity
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as director, chief executive officer or chief financial officer; or (ii) after the director or executive officer
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 director or executive officer of Sylogist, or a
shareholder holding sufficient number of securities of Sylogist to affect materially the control of
Sylogist: (i) is, as at the date hereof, or has been, within the ten (10) years before the date hereof, a
director, or executive officer of any company (including Sylogist) 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 (ii) has, within the ten (10) years before the date hereof, become bankrupt,
made a proposal under any legislation relating to the 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 director, executive officer or shareholder.

To the knowledge of the Corporation, no director or executive officer of Sylogist, or a
shareholder holding sufficient number of securities of Sylogist to affect materially the control of
Sylogist, has been subject to: (i) 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 (ii) any other penalties or sanctions imposed by a court or regulatory
body that would likely be considered important to a reasonable investor in making an investment
decision.

9.3 Conflicts of Interest

There does not exist any conflicts of interest or potential material conflicts of interest between
the Corporation and any director or executive officer of the Corporation.

Sylogist may, from time to time, become involved in transactions in which directors and
executive officers of the Corporation have a direct interest or influence. The interests of these persons
could conflict with those of the Corporation, and fiduciary duty may be impaired as a result. Conflicts
of interest, if any, will be subject to the procedures and remedies provided under applicable laws. In
particular, in the event that such a conflict of interest arises at a meeting of directors, a director who has
such a conflict will abstain from voting for or against the approval of such participation or such terms.
In accordance with applicable laws, the directors of the Corporation are required to act honestly, in good
faith, and in the best interests of the Corporation.

ITEM 10 - PROMOTERS

No person or company has acted as a promoter within the meaning of the Securities Act
(Alberta) during the years ended September 30, 2020 or 2021 or during the current financial year.

ITEM 11 - LEGAL PROCEEDINGS AND REGULATORY ACTIONS

During the normal course of business, claims by and against the Corporation arise from time to
time. Management is not aware of any claims sufficient to cause a materially adverse effect on the
Corporation or the results of its operations.

ITEM 12 - INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

No informed person (a director, officer or holder of 10% or more Common Shares) or any
associate or affiliate of any informed person had any interest, direct or indirect, in any transaction which
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has materially affected or is reasonably expected to materially affect the Corporation within the three
most recently completed financial years or during the current financial year.

ITEM 13 - TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar of the Corporation is Computershare Trust Company of Canada,
through its principal offices in Calgary, Alberta.

ITEM 14 - MATERIAL CONTRACTS

Except for contracts entered into in the ordinary course of business, Sylogist and its subsidiaries
have not entered into any contracts that are material to Sylogist within the most recently completed
financial year or before the most recently completed financial year but which are still material and are
still in effect.

ITEM 15 - INTERESTS OF EXPERTS

The Corporation’s auditors are KPMG LLP, Chartered Professional Accountants, who replaced
the Corporation’s former auditors on July 19, 2019 and have prepared an independent auditors’ report
for the fiscal year 2021. The current year’s auditors’ report is dated December 10, 2021, in respect of
the Corporation’s consolidated financial statements and accompanying notes as at and for the years
ended September 30, 2021 and 2020. KPMG LLP has confirmed that it is independent with respect to
the Corporation within the meaning of the Rules of Professional Conduct of the Chartered Professional
Accountants of Alberta (registered name of The Institute of Chartered Accountants of Alberta).

ITEM 16 - AUDIT COMMITTEE
16.1  Audit Committee Charter
The Audit Committee of the board of directors of the Corporation operates under a written
charter that sets out its responsibilities and composition requirements. A copy of the charter is attached
to this AIF as Schedule “A”.
16.2  Composition of the Audit Committee

As of September 30, 2021, the table below sets out the members of the Audit Committee and
states whether they are financially literate and/or independent.

Director Independent Financially Literate®
Taylor Gray (Chair) Yes Yes
Barry D.A. Foster Yes Yes
Lester Fernandes Yes Yes
Notes:
® As defined by National Instrument 52-110 — Audit Committees.

16.3  Relevant Education and Experience

Each director serving on the Corporation’s Audit Committee has an understanding of the
accounting principles used to prepare Sylogist’s financial statements; experience in preparing, auditing,
analyzing, or evaluating financial statements that present a breadth and level of complexity of
accounting issues that are generally comparable to the breadth and complexity of issues that can
reasonably be expected to be raised by the issuer’s financial statements; or experience actively
supervising individuals engaged in such activities, and experience as to the general application of
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relevant accounting principles; and an understanding of the internal controls and procedures necessary
for financial reporting.

The following sets out the education and experience of each director relevant to the performance of his
duties as a member of the Audit Committee:

Taylor Gray, Chair

Mr. Gray, CA, CPA has been a client service partner at BDO Canada LLP with over 30 years’
experience in serving entrepreneurial businesses in the areas of accounting, auditing and taxation. His
clientele spanned a wide variety of industries, including public companies, privately held companies
and not-for-profit organizations. In addition to his years in public accounting, he spent 5 years in sales
for a private company and as Vice President, Finance for a public oil and gas service company. Mr. Gray
also holds a B.A. (Economics) from Queens University.

Barry D.A. Foster

Mr. Foster has been a President and Portfolio Manager of Toronto-based Innerkip Capital
Management Inc. since June 2004. He is registered with the Ontario Securities Commission as a
Portfolio Manager and Investment Fund Manager, specializing in direct investments in small-cap
Canadian-listed companies. Innerkip has been a Sylogist shareholder since 2006. From 2000 to 2003,
Mr. Foster was a founding Partner of a New Y ork-based private fund manager specializing in structured
equity. From 1997 to 2000, he was a founding member and Vice President of the Equity Structured
Trading Group, HSBC Securities” Canadian proprietary trading and derivatives group. Mr. Foster is a
graduate of the Ivey School of Business, Honours Bachelor of Arts in Business Administration
(HBA) and began his career with HSBC Securities, where he specialized in Institutional Preferred
Shares. Mr. Foster received the Chartered Financial Analyst designation (CFA) in 1998.

Lester Fernandes

Mr. Fernandes is the President and CEO of Segovia Capital Ltd., a family investment company
he has operated since 2018. Segovia invests primarily in early stage technology and software
companies, lending Mr. Fernandes’ experience and mentorship to entrepreneurs. Prior thereto, he was
a Co-Founder and CFO of Pivotal Payments Ltd., a financial technology company that specializes in
payment processing, a position he held since 2001. Mr. Fernandes spent 15 years at BMO Nesbitt Burns,
where he served as Managing Director, Corporate and Investment Banking, specializing in telecom and
wireless structured financings. He serves on a number of technology company and charitable boards.
Mr. Fernandes holds a Bachelor of Science from McMaster University, an MBA from McGill
University, and a Master of Liberal Arts from Harvard University, as well as diplomas and certifications
from the University of Cambridge, The Wharton School, and the University of Oxford.

16.4  Audit Committee Oversight

At no time during the financial year ended September 30, 2021 was a recommendation of the
Audit Committee to nominate or compensate an external auditor not adopted by the board of directors
of the Corporation.

16.5 Pre-Approval Policies and Procedures

Pursuant to the Audit Committee Charter and unless otherwise permitted by National
Instrument 52-110 — Audit Committees, the Audit Committee of the Corporation must pre-approve any
non-audit services to be provided to the Corporation or its subsidiaries by the external auditors of the
Corporation. The Audit Committee may delegate to one or more of its independent members authority
to pre-approve non-audit services, but no such delegation may be made to management of the
Corporation. The pre-approval of non-audit services by any member to whom authority has been
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delegated must be presented to the Audit Committee at its first scheduled meeting following such pre-
approval.

The Audit Committee has adopted specific policies and procedures for the engagement of non-
audit services, including KPMG LLP’s performance of certain services to assist Sylogist with the
adoption of International Financial Reporting Standards.

16.6  External Auditor Service Fees

The aggregate fees billed by KPMG LLP in the financial years ended September 30, 2020 and
September 30, 2021 are as follows:

Financial Year Ended | Audit Fees® | Audit-Related Fees® | Tax Fees® | All Other Fees®
September 30, 2021 $187,500 $25,000 N/A $1,708
September 30, 2020 $164,000 $14,800 N/A $1,757

Notes:

@ Audit fees consist of fees for the audit of annual financial statements or services that are normally provided in connection
with statutory and regulatory filings or engagements. The services provided in this category include quarterly review fees.

@ Audit-related fees consist of fees for assurance and related services that are reasonably related to the performance of the
audit or review of Sylogist’s financial statements and are not reported as Audit Fees. The services provided in this category
included research of accounting and audit-related issues and review of internal controls.

@  Fees for tax compliance, tax advice and tax planning.

@ These fees related to matters in regard to the change to strategic acquisitions, financing and other administrative charges.

ITEM 17 - ADDITIONAL INFORMATION

Additional information with respect to Sylogist may be found on the SEDAR website at
www.sedar.com. Additional financial information is provided in the Corporation’s financial statements
and Management’s Discussion and Analysis for the year ended September 30, 2021.

Additional information, including directors’ and officers’ remuneration and indebtedness,
principal holders of Sylogist’s securities and securities authorized for issuance under equity
compensation plans, if applicable, is contained in Sylogist’s information circular dated May 3, 2021 for
its annual and special meeting of shareholders held on June 2, 2021.
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SCHEDULE “A”
CHARTER OF THE AUDIT COMMITTEE

SYLOGIST LTD.

CHARTER OF THE AUDIT COMMITTEE OF SYLOGIST LTD.

Mandate

The primary function of the Audit Committee (the “Committee”) is to assist the Board of Directors in
fulfilling its financial oversight responsibilities by reviewing the financial reports and other financial
information provided by the Corporation to regulatory authorities and shareholders, the Corporation’s
systems of internal controls regarding finance and accounting and the Corporation’s auditing, accounting
and financial reporting processes. Consistent with this function, the Committee will encourage continuous
improvement of, and should foster adherence to, the Corporation’s policies, procedures and practices at all
levels. The Committee’s primary duties and responsibilities are to:

e Serve as an independent and objective party to monitor the Corporation’s financial reporting and
internal control system and review the Corporation’s financial statements.

e Review and appraise the performance of the Corporation’s external auditors.

e Provide an open avenue of communication among the Corporation’s auditors, financial and senior
management and the Board of Directors.

Composition

The Committee shall be comprised of at least three directors as determined by the Board of Directors, the
majority of whom shall be free from any relationship that, in the opinion of the Board of Directors, would
interfere with the exercise of his or her independent judgment as a member of the Committee.

At least one member of the Committee shall have accounting or related financial management expertise.
All members of the Committee that are not financially literate will work towards becoming financially
literate to obtain a working familiarity with basic finance and accounting practices within a reasonable
period of time following his/her appointment to the Audit Committee. For the purposes of the
Corporation’s Charter, the definition of “financially literate” is the ability to read and understand a balance
sheet, an income statement and a cash flow statement. The definition of “accounting or related financial
management expertise” is the ability to analyze and interpret a full set of financial statements, including
the notes attached thereto, in accordance with Canadian generally accepted accounting principles.

The members of the Committee shall be elected by the Board of Directors at its first meeting following the
annual shareholders’ meeting. Unless a Chair is elected by the full Board of Directors, the members of the
Committee may designate a Chair by a majority vote of the full Committee membership.

Meetings
The Committee shall meet a least twice annually, or more frequently as circumstances dictate. As part of

its job to foster open communication, the Committee should meet at least annually with the Chief Financial
Officer and the external auditors in separate sessions.
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Responsibilities and Duties

To fulfill its responsibilities and duties, the Committee shall:

Documents/Reports Review

()
(b)

Review and update this Charter annually.

Review the Corporation’s financial statements, MD&A and any annual and interim earnings
press releases before the Corporation publicly discloses this information and any reports or
other financial information (including quarterly financial statements), which are submitted to
any governmental body, or to the public, including any certification, report, opinion, or review
rendered by the external auditors.

External Auditors

()

(b)

()

(d)

(€)

(f)

(9)

(h)

Review annually, the performance of the external auditors who shall be ultimately accountable
to the Board of Directors and the Committee as representatives of the shareholders of the
Corporation.

Obtain annually, a formal written statement of external auditors setting forth all relationships
between the external auditors and the Corporation, consistent with Independence Standards
Board Standard 1.

Review and discuss with the external auditors any disclosed relationships or services that may
impact the objectivity and independence of the auditors.

Take, or recommend that the full Board of Directors take, appropriate action to oversee the
independence of the external auditors.

Recommend to the Board of Directors the selection and, where applicable, the replacement of
the external auditors nominated annually for shareholder approval and the compensation of
the external auditors.

At each meeting, consult with the external auditors, without the presence of management,
about the quality of the Corporation’s accounting principles, internal controls and the
completeness and accuracy of the Corporation’s financial statements.

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

Review with management and the external auditors the audit plan for the year-end financial
statements and intended template for such statements.

Review and pre-approve all audit and audit-related services and the fees and other
compensation related thereto, and any non-audit services, provided by the Corporation’s
external auditors. The pre-approval requirement is waived with respect to the provision of
non-audit services if:

(i) the aggregate amount of all such non-audit services provided to the Corporation
constitutes not more than five percent of the total amount of revenues paid by the
Corporation to its external auditors during the fiscal year in which the non-audit
services are provided,;

(i) such services were not recognized by the Corporation at the time of the engagement
to be non-audit services; and

(iii) such services are promptly brought to the attention of the Committee by the
Corporation and approved prior to the completion of the audit by the Committee or
by one or more members of the Committee who are members of the Board of Directors
to whom authority to grant such approvals has been delegated by the Committee.
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Provided the pre-approval of the non-audit services is presented to the Committee’s first
scheduled meeting following such approval such authority may be delegated by the
Committee to one or more independent members of the Committee.

Financial Reporting Processes

(a)

(b)

(©)

(d)

(€)

()
(@)
(h)
(i)
)

Other

In consultation with the external auditors, review with management the integrity of the
Corporation’s financial reporting process, both internal and external.

Consider the external auditors’ judgments about the quality and appropriateness of the
Corporation’s accounting principles as applied in its financial reporting.

Consider and approve, if appropriate, changes to the Corporation’s auditing and accounting
principles and practices as suggested by the external auditors and management.

Review significant judgments made by management in the preparation of the financial
statements and the view of the external auditors as to appropriateness of such judgments.

Following completion of the annual audit, review separately with management and the
external auditors any significant difficulties encountered during the course of the audit,
including any restrictions on the scope of work or access to required information.

Review any significant disagreement among management and the external auditors in
connection with the preparation of the financial statements.

Review with the external auditors and management the extent to which changes and
improvements in financial or accounting practices have been implemented.

Review any complaints or concerns about any questionable accounting, internal accounting
controls or auditing matters.

Review certification process.

Establish a procedure for the confidential, anonymous submission by employees of the
Corporation of concerns regarding questionable accounting or auditing matters and
periodically assess the adequacy of these procedures.

The Committee will review any related party transactions.
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