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CONSTELLATION SOFTWARE INC.
ANNUAL INFORMATION FORM

All references in this Annual Information Form to ““CSI’’, the “*“Company’’, “‘we’’, “‘us’’, “‘our’” and “‘our
company’’ refer to Constellation Software Inc. and its subsidiaries, unless the context requires otherwise.
Unless otherwise indicated, all references to dollar amounts herein are to United States dollars.

All information contained herein is as at December 31, 2017 unless otherwise noted.
FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Information Form may constitute “forward-looking” statements
which involve risks (including those which may arise in the future), uncertainties and other factors
which may cause the actual results, performance or achievements of the Company, or industry
results, to be materially different from any future results, performance or achievements expressed
or implied by such forward-looking statements. When used in this Annual Information Form, such
statements use such words as “may”, “will”, “expect”, “believe”, “plan”, “intend” and other similar
terminology. These statements reflect current expectations regarding future events and operating
performance and speak only as of the date of this Annual Information Form. Forward-looking
statements involve significant risks and uncertainties, should not be read as guarantees of future
performance or results, and will not necessarily be accurate indications of whether or not such
results will be achieved. A number of factors could cause actual results to differ materially from
the results discussed in the forward-looking statements, including, but not limited to, the factors
discussed under “Risk Factors”. Although the forward-looking statements contained in this Annual
Information Form are based upon what management of the Company believes are reasonable
assumptions, the Company cannot assure investors that actual results will be consistent with these
forward looking statements. These forward-looking statements are made as of the date of this
Annual Information Form and, except as may be required by law, the Company assumes no
obligation to update or revise them to reflect new events or circumstances.



CORPORATE STRUCTURE
Name and Incorporation

The Company was incorporated under the Business Corporations Act (Ontario) on August 23,
1995. On March 7, 2000, the Company amalgamated with e2 Inc. and on June 29, 2000, the
Company filed articles of arrangement, authorizing the transfer of all of the shares of Friedman
Acquisition Corp., Creative Computer Solutions Inc. and Memory Lane Systems Inc., each a then
wholly-owned subsidiary of the Company, to Constellation Software USA Inc. In connection with
the arrangement, the Company issued 85,672 common shares in exchange for 259,595 common
shares of N. Harris Computer Corporation and 667,013 common shares in exchange for 250,691
common shares of Trapeze Software Inc. The Company amalgamated with Constellation Justice
Systems Inc. on March 1, 2002.

Concurrently with the closing of its Initial Public Offering on May 18, 2006, the Company’s share
capital was reorganized to remove the previously existing series 1 and series 2 common shares, and
to redesignate the previously existing series 3 common shares as Common Shares (the “Common
Shares”).

On October 2, 2013, the Company’s shareholders (i) adopted a special resolution authorizing and
approving an amendment to the articles of the Company in order to remove the Class A Non-
Voting Shares, and (ii) adopted a special resolution authorizing and approving an amendment to the
articles of the Company in order to create a new class of preferred shares designated as Class A
Preferred Shares (“Preferred Shares”), to be issuable at any time and from time to time at the
discretion of the Board of Directors of the Company (the “Board” or the “Board of Directors”) in
one or more series. Articles of amendment reflecting these changes to the Company’s authorized
capital were filed on March 28, 2014.

The Company’s head and registered office is located at 20 Adelaide Street East, Suite 1200,
Toronto, Ontario, Canada, M5C 2T6, telephone: (416) 861-2279, Web-site: www.csisoftware.com.
The contents of the Company’s web-site are not incorporated by reference into this Annual
Information Form.



Intercorporate Relationships

The following list outlines, as at March 29, 2018, each of our material subsidiaries. Unless
otherwise indicated, each material subsidiary is owned 100%, either directly or indirectly, by CSI.

Entity Name

Governing
Jurisdiction

Head Office:
Canadian Software Investment Fund Inc. Ontario
Constellation Netherlands Financing B.V. Netherlands
Constellation Canadian Holdings Inc. Ontario

Constellation Software UK Holdco Ltd.
Constellation Management Inc.

Volaris Operating Group:

England and Wales
Ontario

Volaris Group Inc. Ontario
Bonanova Limited Cyprus
Catertrax Inc. Delaware
SpecTec Group Holding Limited Cyprus
Volaris Group Holdings Inc. Ontario
Trapeze Software ULC Alberta
Trapeze ITS Luxembourg S.a.r.l Luxembourg
Trapeze Germany GmbH Germany
Trapeze Switzerland GmbH Switzerland
Trapeze Software Group Inc. Delaware
AssetWorks LLC Delaware
Cultura Technologies LLC Delaware
CourtView Justice Solutions Inc. Delaware
Northpointe Inc. Delaware
Wynne Systems Inc. California
Trapeze Group Europe Holdings A/S Denmark
Trapeze Group (UK) Limited England and Wales
Travis Software Inc. Delaware
Gallery Systems Inc. New York
Elgeba-Geratebau GmbH Germany
Trapeze Software Pty Ltd. Australia

Incognito Software Systems Inc.
Incognito Interactive Limited
Kinetic Solutions Limited
Cultura Technologies Ltd.

British Columbia
Ireland

England and Wales
England and Wales

Kinetic Software Inc. Massachusetts
Information Distribution & Marketing Inc. Georgia
Softlink Australia Pty Ltd. Australia
PLANIt Sweden AB Sweden
Primoris Services LLC Georgia
Trapeze Group Asia Pacific Pty Ltd. Australia
Smartrak Australia Pty Ltd. Australia
Smartrak Limited New Zealand
Systemtechnik Gmbh Germany
Shipnet USA, Inc. Delaware
Shipnet Asia Pte Ltd. Singapore
Telepin Software Systems Inc. Ontario
Netadmin System | Sverige AB Sweden

The Alpha School System Pty Ltd. Australia

Wellington Computer Systems Limited

Northern Ireland



Entity Name
Harris Operating Group:

N. Harris Computer Corporation

PG Solutions Inc.

PG Govern Inc.

Medisolution (2009) Inc.

Cogsdale Corporation

Harris Systems USA Inc.

Harris Local Government Solutions, Inc.
Computer Software Innovations, Inc.
Delta Computer Systems Inc.

Gateway Electronic Medical Management Systems Inc.
Digichart, Inc.

Mitchell & McCormick Inc.

Acceo Solutions Inc.

Acceo Technologies Inc.

Gtechna USA Corporation

Accovia France S.A.R.L.

Systems & Software Inc.

Harris (US) Computer Corporation
Prosoft Technologies Inc.

Picis Clinical Solutions Inc.

Capital Computer Associates Inc.
QuadraMed Corporation

QuadraMed Canada Corporation

TAC 10 Inc.

Caretracker Inc.

InterAct911 Corporation

1.M.D Parent Ltd.

1.M.D Soft Ltd.

1.M.D Soft Inc.

Harris Computer Germany Gmbh

SIV Utility Service Gmbh

SIV Software Architektur und Technologie GmbH
SIV- Service fur Informationsverarbeitung Aktiengesellschaft
SIV Bulgaria EOOD

Jonas Operating Group:

Gary Jonas Computing Ltd.
Jonas Software USA LLC

SMS Software Holdings LLC
Youbill, Inc.

Computrition Inc.

Gladstone Limited

Gladstone MRM Limited

Jonas Fitness Inc.

Kestral Computing Pty Limited
Shortcuts Software Pty Limited
Magic Pulse Ltd.

Shortcuts Software (UK) Limited
Shortcuts Software Inc.

Salon Software Solutions Limited
Kitomba Australia Pty Ltd.

MCR Systems Limited

Resolve Software Group Pty Ltd.
Cunningham Cash Registers Limited

Governing
Jurisdiction

Ontario
Canada
Canada
Canada
Canada
Delaware
Delaware
Delaware
Mississippi
Delaware
Delaware
Georgia
Canada
Canada
Delaware
France
Vermont
Delaware
Pennsylvania
Delaware
New York
Delaware
Nova Scotia
lowa
Delaware
Delaware
Israel
Israel
Nevada
Germany
Germany
Germany
Germany
Bulgaria

Canada

Delaware
Delaware
Pennsylvania
California

England and Wales
England and Wales
Delaware
Australia

Australia

New Zealand
England and Wales
Delaware

England and Wales
Australia

England and Wales
Australia

England and Wales



Entity Name

Vela Operating Group:

Emphasys Computer Solutions, Inc

Application Oriented Designs Inc.

Sympro Inc.

Friedman Corporation

Friedman Canada Inc.

Varsity Logistics Inc.

Vela Software International Inc.

Markinson Technologies Pty Ltd.

Markinson Software Solutions Pty Ltd.

Juniper Consulting, S.L.

ASA Automotive Systems Inc.

A&W Software GmbH

Nedsense Nedgraphics B.V.

NedGraphics Inc.

Megabus Software Pty Ltd.

Datamine Corporate Limited

IN2 d.o.o.

IGEA d.o.o

INbet2 d.o.o.

IN2data d.o.o.

Datamine Australia Pty Ltd.

Petrosys Pty Ltd.

Future Business Systems Pty. Ltd.

Tecplot Inc.

Halcom d.d.

Atex Pty Ltd.

Shoplogix Inc.

Apparel 21 Pty Ltd.

Perseus Operating Group:
Constellation Homebuilder Systems Inc.

Constellation Homebuilder Systems Corp.

G1440 Inc.

Z57, Inc.

Dealer Information Systems Corporation
Majiq Inc.

POMS Corporation

Ideal Computer Systems Inc.
Campana Systems Inc.
Constellation Web Solutions Inc.
Quantitative Medical Systems, Inc.
Monolith Corporation

Zurple, Inc.

Ibcos Holding Limited

Governing
Jurisdiction

Michigan
Florida
California
Hlinois
Ontario
California
Ontario
Australia
Australia
Spain
Delaware
Germany
Netherlands
Delaware
Australia
UK
Croatia
Croatia
Croatia
Croatia
Australia
Australia
Australia
Washington
Slovenia
Australia
Ontario
Australia

Delaware
Ontario
Delaware
California
Washington
Delaware
Delaware
lowa
Ontario
Delaware
California

North Carolina

Delaware

England and Wales



Governing
Entity Name Jurisdiction

Total Specific Solutions Operating Group*:

Constellation Software Netherlands Holding Codperatief U.A.*

Netherlands

Total Specific Solutions (TSS) B.V. Netherlands
TSS Europe B.V. Netherlands
TSS Management B.V. Netherlands
ACA Groep Holdings B.V. Netherlands
ACA Fashion Software B.V. Netherlands
ACA Wholesale B.V. Netherlands
Notarissoftware Nederland B.V. Netherlands
Dataplaza B.V. Netherlands
KZA Holding B.V. Netherlands
PharmaPartners B.V. Netherlands
H.l. Systems B.V. Netherlands
PinkRoccade Healthcare B.V. Netherlands
PinkRoccade Healthcare Gezondheidszorg B.V. Netherlands
PinkRoccade Local Government B.V. Netherlands
Everest Holding B.V. Netherlands
Everest B.V. Netherlands
Blueriq B.V. Netherlands
Stadsbeheer B.V. Netherlands
Kred'IT B.V. Netherlands
Quantaris B.V. Netherlands
Vicrea Solutions B.V. Netherlands
NCCW Holding B.V. Netherlands
NCCW B.V. Netherlands
OLK B.V. Netherlands
Itris B.V. Netherlands
Magenta Multimedia Tools B.V. Netherlands
Niveo B.V. Netherlands
Prequest Nederlands B.V. Netherlands

Accountancy Portal Solutions B.V.
Windex Bedrijfssoftware B.V.

Netherlands
Netherlands

Compas B.V. Netherlands
Emergo Systems B.V. Netherlands
Regplot Holding B.V. Netherlands
Cosoluce SAS France
GTHL-CIL SARL France
Heliantis SAS France
Infoflex Data AB Sweden
Prohandel Gmbh Germany
Fash Software bvba Belgium
Forsikringens DataCenter A/S Denmark
CCI Groep B.V. Netherlands
Techxx B.V. Netherlands
Tri-ennium Software B.V. Netherlands
NPQ Nederland B.V. Netherlands
Yonder Nederland B.V. Netherlands
Yonder SRL Romania

* Constellation Software, through certain of its wholly owned subsidiaries, owns 66.71% of
Constellation Software Netherlands Holding Cooperatief U.A., the parent company of the TSS
Operating Group.



GENERAL DEVELOPMENT OF THE BUSINESS

Overview

Constellation Software Inc. is a global provider of enterprise software solutions serving a variety of

distinct vertical markets.

The Company is organized around two reportable segments: (i) the

public sector segment, which primarily includes businesses focused on government and
government-related customers, and (ii) the private sector segment, which primarily includes
businesses focused on commercial customers. As at March 29, 2018, the vertical markets in which

we participate include:

Public Sector:

Public transit operators
Para transit operators
School transportation
Non-emergency medical
Ride share

Local government
Agri-business

Marine asset management
Communications

Higher education

Fashion retail

Home and community care
Retail management and distribution
Automotive

Small and medium sized
businesses

Private Sector:

Private clubs and daily fee golf
courses

Construction

Food services

Health clubs

Moving and storage
Metal service centers
Attractions

Leisure centers

Retail management and
distribution

Radiology and laboratory
information systems
Product licensing

Tire distribution

Housing finance agencies

Tour operators
Long-term care
Hospitality
Aerospace

Oil and gas

Asset management

Fleet and facility management

District attorney

Taxi dispatch

Benefits administration
Insurance

Collections management
Water utilities

Credit unions

Financial services
Pharmacies

County systems

Public housing authorities
Accountancy

Lease management

Winery management

Buy here pay here dealers
RV and marine dealers

Pulp and paper manufacturers
Agriculture equipment dealers
Outdoor equipment dealers
Education

Healthcare electronic medical
records

Pharmaceutical and biotech
manufacturers

Event management

Salons and spas

Municipal treasury and debt
systems

Auto clubs

Textiles and apparel

Mining

Design and welding

Publishing

Municipal systems
School administration
Public safety

Healthcare

Rental

Electric utilities

Court

School and special library
Drink distribution

Notaries

Long-term care

Research management
Not-for-profit organizations
Catering

Window manufacturers

Cabinet manufacturers
Made-to-order manufacturers
Window and other dealers
Multi-carrier shipping

Supply chain optimization
Multi-channel distribution
Wholesale distribution
Homebuilders

Third party logistics warehouse
management systems
Financial services

Association management
Public housing authorities

Real estate brokers and agents
Home and community care
Ombudsman

Manufacturing plant
performance

Marinas



The Company entered the small and medium sized businesses vertical via acquisition in 2018. The
Company entered the design and welding, manufacturing plant performance, automotive, oil and
gas, publishing, accountancy, and catering verticals via acquisitions in 2017. The Company entered
the ombudsman, aerospace, research management, and not-for-profit organizations verticals via
acquisitions in 2016. The Company entered the mining, hospitality, notaries and fashion retail
verticals via acquisitions in 2015.

Acquisitions

During the year ended December 31, 2017, the Company completed a number of acquisitions for
aggregate cash consideration of $269 million plus cash holdbacks of $53 million and contingent
consideration with an estimated fair value of $7 million resulting in total consideration of $329
million, compared to aggregate cash consideration of $188 million plus cash holdbacks of $19
million and estimated fair value of contingent consideration of $4 million in the prior year.

On December 31, 2013, the Company acquired 100% of the shares of Netherlands based Total
Specific Solutions (TSS) B.V. (“TSS”). TSS is one of the largest vertical market software
(“VMS”) businesses based in the Netherlands, with offerings for the general practitioner,
pharmacy, long term care, mental care, property tax and civil affairs markets. It also owns several
non-VMS businesses, primarily involved in information technology services. Total consideration
for the transaction was €240 million before adjusting for net tangible asset adjustments and claims
under the representations and warranties of the purchase and sale agreement. The Company filed a
business acquisition report on Form 51-102F4 in respect of the acquisition of TSS on March 6,
2014. On December 23, 2014, in accordance with the terms of the purchase and sale agreement for
the TSS acquisition, the sellers of TSS along with certain members of TSS’ executive management
team (collectively, the “minority owners”) entered into a members agreement with CSI (the
“Members Agreement”) pursuant to which the minority owners acquired 33.29% of the voting
interests in Constellation Software Netherlands Holdings Cooperatief U.A. (the “Coop”). Proceeds
from this transaction in the amount of €39.4 million (US$48.5 million) were utilized to repay, in
part, a term loan facility obtained for the purpose of funding the TSS acquisition. In accordance
with IFRS, 100% of the financial results for TSS are included in the consolidated financial results
of the Company. Each of the minority owners may, at any time, exercise a put option to sell all or
a portion of their interests in the Coop back to CSI for an amount calculated in accordance with a
valuation methodology described within the Members Agreement. Accordingly, the Company
classified the proceeds from the Members Agreement as a liability. The main valuation driver in
such calculation is the maintenance and other recurring revenue of the Coop. Upon the exercise of
a put option, Constellation would be obligated to redeem up to 33.33% of the minority owners’
interests that are subject to the put, no later than 30 business days from the date notice is received
(classified as a current liability), and up to 33.33% on each of the first and second anniversaries of
the date the first redemption payment is made. Commencing at any time after December 31, 2023,
CSI may exercise a call option to purchase all of the minority owners’ interests in the Coop, for an
amount calculated in accordance with a valuation methodology described within the Members
Agreement. Upon exercise of the call option, the full purchase price will be paid within 30
business days of the notice date, following which the minority owners’ membership in the Coop
will be terminated. There is a valuation premium if the call option is exercised versus the put
option.

Rights Offerings

In 2014, the Company completed a rights offering (the “2014 Rights Offering”) pursuant to which



each holder of Common Shares was issued one right for each Common Share held. For every
21.192 rights held, holders of rights were entitled to subscribe for C$100 principal amount of
unsecured subordinated floating rate debentures, Series 1 of the Company at a price of C$95 per
C$100 of principal amount of Debentures purchased.

On October 1, 2014 and November 19, 2014, the Company issued two tranches of Debentures in
connection with the 2014 Rights Offering, with a total principal amount of C$96.0 million for total
proceeds to the Company of C$91.2 million. The proceeds were used by the Company to pay down
$81.2 million of its existing bank indebtedness.

In 2015, the Company completed another rights offering (the “2015 Rights Offering™) pursuant to
which each holder of Common Shares was issued one right for each Common Share held. For
every 10.596 rights held, holders of rights were entitled to subscribe for C$100 principal amount of
unsecured subordinated floating rate debentures, Series 1 of the Company at a price of C$115 per
C$100 of principal amount of Debentures purchased.

On September 30, 2015, the Company issued one tranche of Debentures in connection with the
2015 Rights Offering with a total principal amount of C$186.2 million for total proceeds to the
Company of C$214.1 million. The proceeds were used by the Company to pay down its existing
bank indebtedness. The Debentures issued in connection with the 2015 Rights Offering were issued
as an additional tranche of, and are treated as a single series with, the outstanding C$96.0 million
aggregate principal amount of Debentures issued in connection with the 2014 Rights Offering.

See “Description of Capital Structure — Debentures”.

DESCRIPTION OF THE BUSINESS
Overview

We acquire, manage and build VMS businesses. Generally, these businesses provide mission
critical software solutions that address the specific needs of our customers in particular vertical
markets. Our focus on acquiring businesses with growth potential, managing them well and then
building them has allowed us to generate significant cash flow and revenue growth.

Using a combination of proprietary software and market expertise, we provide software solutions
designed to enable our customers to boost productivity, operate more cost effectively, increase
sales and improve customer service and satisfaction.

Many of the VMS businesses that we acquire have the potential to be leaders within their particular
markets. We target the VMS sector because of the attractive economics that it provides and our
belief that our management teams have a deep understanding of those economics.

Business Strategy
Given our extensive acquisition experience and successful track record, we believe that we are well
positioned to identify, acquire, manage and build attractive VMS businesses in new markets. We

seek acquisitions that provide software solutions to either the public or private sectors.

When one of our acquired VMS businesses is being operated efficiently, we encourage their
management to build their business through a combination of organic growth and acquisitions of



other VMS businesses in the same vertical market. We often enter new vertical markets through
acquisitions of VMS businesses in markets in which we do not currently operate.

We believe that we will continue to expand our existing businesses through organic growth
initiatives aimed at increasing our market share and product breadth. We will also continue to
identify and complete acquisitions in our existing vertical markets. Our decentralized VMS
management teams have extensive knowledge of their markets and deep customer relationships.
This enables them to successfully identify, pursue, structure, acquire and then coach businesses
post-acquisition.

We also seek to acquire attractive VMS businesses in new markets to deploy our free cash flow at
attractive returns. Historically, we have retained the majority of the managers from the businesses
that we have acquired, which has allowed us to retain the knowledge needed to manage and
successfully build these businesses.

Our VMS businesses typically generate significant cash flows which we redeploy to build our
existing VMS businesses and acquire new ones.

We prefer to acquire VMS businesses with the following characteristics: Growing business with
a diversified customer base, high relative market share and capital constrained
competitors.  We sometimes acquire VMS businesses with concentrated customer bases, low
relative market share and well-funded competitors. We do so when we believe that the correct
combination of customer relationship management and market segmentation will lead to attractive
returns.

Our decentralized management structure is key to our continued revenue growth. We have
experienced management teams operating in each VMS business, backed by infrastructure at the
operating group level and a small corporate head office. The corporate head office provides
financial and strategic expertise with respect to capital allocation, acquisitions, finance, tax, and
compensation policy, and attempts to identify and share best practices.

We have six operating groups which currently service customers in more than 80 different vertical
markets worldwide. There are many VMS business units within each of our operating groups.
Each VMS business unit has a manager and separately tracked financial reporting. We monitor
and measure each VMS business unit’s performance through operating ratios and metrics including
profitability and growth as measured by return on invested capital (“ROIC”) and net revenue
growth, respectively. The majority of our senior managers’ incentive compensation is linked to
these two performance metrics.

Each of our VMS business managers is motivated to administer their business in a highly-focused
manner. They are encouraged to leverage their respective market knowledge in order to maximize
the growth opportunities, profitability and return on invested capital within their business. Our
corporate head office sets investment return objectives.

Our decentralized management structure allows us to have business unit management teams with
strong customer relationships and deep market knowledge that are more focused and responsive
than would be the case under a centralized management model. These teams provide our corporate
head office and operating group managers with the ability to concentrate on issues such as capital
allocation, identifying best practices, and helping recruit and coach high potential employees, while
the VMS business managers concentrate on operating efficiency, and pursuing organic initiatives
and acquisitions in our existing vertical markets.
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We establish from time to time, what we consider to be an acceptable after-tax internal rate of
return (“IRR”) as a hurdle rate for all of our new initiatives and acquisitions.

All of our operating group cash flow (excluding operating cash flows generated by TSS) is
notionally available to our corporate head office. Capital is allocated amongst individual
management teams based upon projected IRR which is influenced by the relative attractiveness of a
market, the strategic position of the VMS business and the management team’s performance.
Corporate head office approves all acquisitions that involve the investment of more than $20
million. In practice, the operating group cash flow is offset against their approved investments in
acquisitions and internal investment initiatives and only the remainder is returned to head office.

The objective of our compensation plan is to reward employees for working towards our corporate
goal of increasing shareholder value. We believe that shareholder value is created by managing
two financial components over the long term: profitability and growth. As such, our bonus plan
compensates employees at many levels of our organization based upon the ROIC and revenue
growth of their operating group or business unit, as applicable. The long-term focus is
accomplished by mandating that at least 25% of the incentive compensation for employees who
earn in excess of $75,000 per annum and have bonuses in excess of $10,000 per annum be
reinvested in shares of the Company that are subject to restrictions on resale for a period of five
years. These restrictions require employees to hold 100% of their shares for the first two years
following acquisition, and then one third of such shares may be sold in each of years three, four
and five. Senior executives are required to invest 75% of their bonus in shares of the Company that
are subject to the same restrictions on resale for a period of five years.

Our bonus plan encourages employees to participate through share ownership in the value that they
have created.

Operating Groups

The primary geographic markets that CSI operates in are North America, Continental Europe, UK
and Australia (“Primary Geographic Markets™). The following table shows, by operating segment
as at March 29, 2018, our six operating groups, the Primary Geographic Markets, location of
significant offices, and the primary vertical markets in which they operate:

Operating Primary Location of Primary Vertical Markets
Group Geographic Significant Offices
Markets

Public Sector

Volaris North America, Canada, United States,  Agribusiness

Operating Group  Continental Italy, UK, Germany, Asset management
Europe, UK, Switzerland, Australia  Benefits administration
Australia Catering

Collections management
Communications

Court

Credit unions

District attorney

Drink distribution
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Operating Primary Location of Primary Vertical Markets
Group Geographic Significant Offices
Markets

Fleet and facility management
Food services

Higher education

Insurance

Local government

Marine asset management
Non-emergency medical
Not-for-profit organizations
Paratransit operators

Public transit operators
Rental

Research management
Retail management and
distribution

Ride share

School administration
School and special library
School transportation

Taxi dispatch

Harris Operating  North America, Canada, United States, = Asset management

Group Continental Germany, Israel Collections management
Europe Communications
County
Electric utilities
Healthcare

Higher education

Local government
Municipal

Public safety

Retail management and
distribution

School administration
School and special library
Small and medium sized
businesses

Water utilities

Total Specific Continental Netherlands, Romania, Accountancy
Solutions Europe Denmark Association management
Operating Group Automotive

Fashion retail

Financial services
Healthcare

Home & community care
Local government

Long term care

Notaries

12




Operating Primary
Group Geographic
Markets

Location of
Significant Offices

Primary Vertical Markets

Pharmacies
Public housing authorities

Private Sector

Jonas Operating  North America,

Group UK,
Continental
Europe,
Australia

Perseus North America,

Operating UK

Group

Canada, United States,
UK, Australia

Canada, United States,
Pakistan

Attractions
Construction

Education

Event management
Food services

Health clubs
Hospitality

Leisure centres
Marinas

Metal service centres
Moving and storage
Ombudsman

Private clubs and daily fee golf
courses

Product licensing
Radiology & laboratory
information services
Retail management and
distribution

Salons and spas

Agriculture equipment dealers

Auto clubs

Buy here pay here dealers

Financial services

Healthcare

Healthcare electronic medical

records

Home & community care

Homebuilders

Lease management

Long-term care

Outdoor equipment dealers

Pharmaceutical and biotech
manufacturers

Pulp and paper manufacturers

Real estate brokers & agents

RV and Marine Dealers

Winery management
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Vela Operating  North America,  United States, Aerospace

Group UK, Continental  Australia, Germany, Association management
Europe, Slovenia, Spain Cabinet manufacturers
Australia Design and welding

Financial services

Higher education

Housing finance agencies
Made-to-order manufacturers
Manufacturing plant
performance

Mining

Multi-carrier shipping
Multi-channel distribution
Municipal treasury & debt
Oil and gas

Public housing authorities
Publishing

Real estate brokers and agents
Retail management and
distribution

Supply chain optimization
Textiles and apparel

Third party logistics WMS
Tire distribution

Tour operators

Wholesale distribution
Window and other dealers
Window manufacturers

Products

We have numerous software products that we sell, service, support and enhance. We have at least
one software product in each of our vertical markets and often develop and support multiple
product lines in a particular vertical market. In addition, and as a complement to our acquired and
internally developed software products, we license certain technologies used in our software
products from third parties, generally on a non-exclusive basis. Our products are typically
designed to assist our customers in automating as many aspects of their business processes as is
practical. While our strategy is to provide mission critical software solutions to all of our
customers, the particular software products that we develop can vary substantially across vertical
markets. For example, in the public transit market one of the mission critical aspects of the
business that we help automate is the scheduling and routing of vehicles. In the private club
market we focus on providing membership accounting and point of sale solutions. Our goal is to
continue to focus our efforts on software products specialized for specific vertical markets.

Sales and Distribution Strategy

We use direct sales forces in most of our major markets as our primary distribution channel. We
believe that direct sales teams increase our visibility and market penetration, encourage long-term
customer contact and facilitate sales of additional products. Our sales and marketing teams work
primarily within dedicated sales groups for each of the vertical markets that we currently serve.
Our sales and marketing strategy is to provide relevant business expertise directly to target
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customers by using sales representatives with strong industry specific knowledge. We use a
combination of field sales and inside sales where appropriate. Part of our ongoing revenue growth
is achieved through selling complementary products and/or services to existing customers. We
also support our sales efforts with marketing that creates awareness of our products through
appearances at major trade shows, advertising in trade magazines, hosting users’ group meetings,
and the creation of informative websites.

Research and Development

Our product development strategy combines innovation and the introduction of new technologies,
with a commitment to the long-term support of our customers’ current systems. Our research and
development activities are focused on designing, developing, testing and integrating new add-on
products which enhance the features and functionality of our existing software solutions. We also
seek to offer streamlined upgrade and migration tools for our customers.

We rely primarily on our in-house capabilities to develop our software solutions using industry
standard software development tools. However, when it is not strategic to our business and is more
cost effective, we will license certain technology components from third party providers.

Intellectual Property

In accordance with industry practice, we rely on a combination of contractual provisions and
patent, copyright, trademark and trade secret laws to protect our proprietary rights in our products.
We generally license the use of our products to our customers rather than transferring title to them.
These licenses contain terms and conditions prohibiting the unauthorized reproduction, disclosure,
reverse engineering or transfer of our products. In addition, we attempt to protect our trade secrets
and other proprietary information through agreements with suppliers, employees and consultants.
All material components of our products have been developed by individuals most of whom have
assigned all rights to us, except for commercially-available components.

Foreign Operations

For fiscal 2017, approximately 50% of our revenues were transacted in the United States, 12% in
Canada, 31% in UK/Europe and 7% in the rest of the world. No single customer accounted for
more than 2% of our total revenues in fiscal 2017. For more details, see the financial statement
note entitled “Operating segments” included in the consolidated financial statements for the year
ended December 31, 2017, a copy of which is filed and is available on SEDAR at www.sedar.com.

Competition

Competition for the licensing of vertical market software is generally based upon several factors
including product features, the availability of high quality maintenance and support, price and the
knowledge of the software vendor’s sales team. We operate in many different verticals and our
competitive position varies depending on the specific vertical.

Our significant competitors in the public sector include Xerox, IBM Software, Inc., Oracle
Corporation, Tyler Technologies, Inc., INFOR, Cisco Systems Inc, HP, Nokia, Amdocs, McKesson
Corporation, Cerner Corporation, Epic Systems Corporation, Thomson Reuters Corporation,
Allscripts Healthcare Solutions Inc., and athenahealth Inc.
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In the private sector, our significant competitors include Oracle Corporation, Sage Software Inc.,
and Roper Industries, Inc.

Employees

For fiscal 2017, we had an average of approximately 13,495 full-time employees globally. As at
December 31, 2017, we had approximately 14,335 full-time employees. No union represents any
of our employees in their employment relationship with us, although a number of our European
businesses have workers’ councils.

Risk Factors

The Company’s business is subject to a number of risk factors, including those risk factors set forth
below and also those included in our most recently filed Management’s Discussion and Analysis
available on SEDAR at www.sedar.com. Additional risks and uncertainties not presently known
to us or that we currently consider immaterial may also impair our business and operations and
cause the price of our securities to decline. The Company’s external counsel advise us that
securities regulations require that we provide a list of risk factors which might influence an
investor’s decision to purchase CSI’s securities. As managers and directors, we do not believe that
the next several pages of risk factors will add materially to your understanding of our business, but
they are in form and substance, similar to what other companies like CSI provide. They do include
quite a number of possible, though not necessarily probable, reasons for future setbacks.

We cannot assure you that we will sustain profitability in the future. If we do not maintain
profits our share price may decline.

As we continue to grow our business, our operating expenses and capital expenditures may
increase, and as a result, we will need to generate additional revenue to maintain profitability. If
our revenues decline, we may not be able to sustain profitability because many of our expenses are
fixed in the short term and cannot be easily or quickly reduced. A failure to maintain profitability
could materially and adversely affect our business.

We periodically review the estimated value of acquired intangibles and goodwill to determine
whether any impairment exists and we could write-down a portion of our intangible assets and
goodwill as part of any such future review, which occurs when impairment indicators exist or, in
the case of goodwill, at least once annually. We occasionally review opportunities to reorganize
operations and may record restructuring charges in connection with any such reorganization. Any
write-down of intangible assets or goodwill or restructuring charges in the future could affect our
results of operations materially and adversely and as a result our share price may decline.

Our quarterly revenues and operating results may fluctuate.

Factors which may cause our revenues and operating results to fluctuate include:

the demand for our software products and the market conditions for technology spending;
patterns of capital spending and changes in budgeting cycles by our customers;

the timing of acquisitions and related costs;

our ability to acquire or develop (independently or through strategic relationships with
third parties), to introduce and to market new and enhanced versions of our software
products on a timely basis;
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e the number, timing and significance of new software product announcements and releases
by us or our competitors;

o the level of software product and price competition;

e the geographical mix of our sales, together with fluctuations in foreign currency exchange
rates;

e market acceptance of new and enhanced versions of our software products;

e changes in personnel and related costs;

e the amount and timing of operating costs and capital expenditures relating to the expansion
of our business;

e changes in the pricing and the mix of software solutions that we sell and that our customers
demand;

o seasonal variations in our sales cycles; and

e order cancellations and shipment delays.

In addition, we expect that a substantial portion of our revenue will continue to be derived from
renewals of maintenance arrangements with our customers. These maintenance arrangements
typically last from three months to 12 months, and the timing of cash collections of related
revenues varies from quarter to quarter.

In addition, our new license revenue may fluctuate significantly on a quarterly and annual basis in
the future, as a result of a number of factors, many of which are outside of our control. The sale of
a new license generally requires a customer to make a purchase decision that involves a significant
commitment of capital.

We may be unable to identify and complete suitable platform acquisitions and acquisitions in
our existing vertical markets.

We cannot be certain that we will be able to identify suitable new acquisition candidates that are
available for purchase at reasonable prices. Even if we are able to identify such candidates, we
may be unable to consummate an acquisition on suitable terms. When evaluating an acquisition
opportunity, we cannot assure you that we will correctly identify the risks and costs inherent in the
business that we are acquiring. If we were to proceed with one or more significant future
acquisitions in which the consideration consisted of cash, a substantial portion of our available cash
resources may be used or we may have to seek additional financing to complete such acquisitions.

Any failure to manage our growth through acquisitions effectively or integrate other businesses
we acquire may lead to a disruption in our operations and adversely affect our operating
results.

Since our inception we have made more than 300 acquisitions and we plan to continue to make
acquisitions in the future. Growth and expansion resulting from future acquisitions may place a
significant demand on our management resources. Integration of our completed acquisitions and
any future acquisitions involves a number of special risks, including the following:

o failure to integrate successfully the personnel, information systems, technology, and
operations of the acquired business;

o failure to maximize the potential financial and strategic benefits of the transaction;
failure to realize the expected synergies from acquired businesses;

e possible impairment of relationships with employees and customers as a result of any
integration of new businesses and management personnel;
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o possible losses from liabilities assumed in customer contracts;
¢ impairment of goodwill; and
o reductions in future operating results from amortization of intangible assets.

Future acquisitions are accompanied by the risk that the obligations and liabilities of an acquired
company may not be adequately reflected in the historical financial statements of such company
and the risk that such historical financial statements may be based on assumptions, which are
incorrect or inconsistent with our assumptions or approach to accounting policies. We may not be
able to manage such expansion effectively and any failure to do so could lead to a disruption in our
business, a loss of customers and revenue, and increased expenses.

We may acquire contingent liabilities through acquisitions that could adversely affect our
operating results.

We may acquire contingent liabilities in connection with acquisitions we have completed, which
may be material. Although management uses its best efforts to estimate the risks associated with
these contingent liabilities and the likelihood that they will materialize, their estimates could differ
materially from the liabilities actually incurred.

Demand for our software solutions may fluctuate with market conditions which may reduce
our profitability in the future.

We depend upon the capital spending budgets of our customers. World and regional economic
conditions have, in the past, adversely affected our licensing and support revenue. If economic or
other conditions reduce our customers’ capital spending levels, our business, results of operations
and financial condition may be adversely affected. In addition, the purchase and implementation of
our software solutions can constitute a major portion of our customers’ overall 1T budget, and the
amount customers are willing to invest in acquiring and implementing such software solutions has
tended to vary in response to economic, financial or other business conditions. Challenging
economic conditions may also impair the ability of our customers to pay for software solutions they
have purchased. As a result, reserves for doubtful accounts may increase.

If our customers demand performance guarantees, the costs and risks associated with
offering our software solutions may increase.

We and our competitors are sometimes requested to provide specific performance guarantees with
respect to the functionality of certain aspects of our software solutions. Similarly, we have been
requested to quote fixed-price bids for our software solutions. These requests present risks,
because implementations of our software solutions are rarely identical, and therefore we cannot
accurately predict precisely what will be required to meet these performance standards. If these
guarantees and fixed price bids become more common, our profitability may be affected.

We face competition from other software solutions providers, which may reduce our market
share or limit the prices we can charge for our software solutions.

Given that we serve numerous vertical markets, we face competition from a large number of
competitors ranging in size from small private companies with annual revenues of less than $1
million per year to the larger enterprise resource planning vendors. As a result, in certain market
segments, competition can be intense, and significant pricing pressure may exist. To maintain and
improve our competitive position, we must continue to develop and to introduce, in a timely and
cost-effective manner, new software solutions. In addition, we expect that a substantial portion of
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our revenue will continue to be derived from renewals of maintenance arrangements with our
customers. Although we have experienced relatively stable and predictable attrition relating to
these arrangements, increased competition could reduce the need for our maintenance services, as
customers could decide to replace our software applications with a competitor’s applications or
arrange for a third party to provide maintenance services.

We anticipate additional competition as other established and emerging companies enter the market
for our software products and as new products and technologies are introduced. For example,
companies that historically have not competed in one of our market segments could introduce new
applications based on newer product architectures that could provide for functionality similar to or
better than our software products. In addition, current and potential competitors may make
strategic acquisitions or establish cooperative relationships among themselves or with third parties,
thereby increasing the ability of their products to better address the needs of our prospective
customers. This risk has increased as our industry trends toward consolidation. Accordingly, it is
possible that new competitors or alliances among current and new competitors may emerge and
rapidly gain significant market share. This competition could result in price reductions, fewer
customer orders, reduced gross margins and loss of market share for our software products.

Some of our competitors and potential competitors have greater financial, technical, marketing, and
other resources, greater name recognition, and a larger installed base of customers than we do. The
products of some of our competitors are based on more advanced product architectures or offer
performance advantages compared with some of our more mature products. Our competitors may
be able to respond more quickly to new or emerging technologies and changes in customer
requirements or may devote greater resources to the development, promotion, and sale of their
products than we do. Many competitive factors affect the market for our products and our ability
to earn maintenance, professional services and new license revenue. Some of these factors are:
vendor and product reputation; industry-specific expertise; cost of ownership; ease and speed of
implementation; customer support; product architecture, quality, price and performance; product
performance attributes, such as flexibility, scalability, compatibility, functionality and ease of use;
and vendor financial stability.

If we cannot attract and retain qualified sales personnel, customer service personnel, and
software developers, we may not be able to sell and to support our existing products or to
develop new products.

We depend on key technical, sales, and senior management personnel. Many of these individuals
would be difficult to replace if they were to leave our employment. In addition, our success is
highly dependent on our continuing ability to identify, hire, train, assimilate, motivate, and retain
highly qualified personnel, including recently hired officers and other employees. Any such new
hire may require a significant transition period prior to making a meaningful contribution to the
Company. Periodically, competition for qualified employees is intense in the technology industry,
and we have in the past experienced difficulty recruiting qualified employees. Our failure to attract
and to retain the necessary qualified personnel could seriously harm our operating results and
financial condition.

Our future growth depends, in part, upon our ability to develop new products and to improve
existing software products. Our ability to develop new software solutions and to enhance our
existing software solutions will depend, in part, on our ability to recruit and to retain top quality
software programmers. If we are unable to hire and to retain sufficient numbers of qualified
programming personnel, we may not be able to develop new software solutions or to improve our
existing software solutions in the time frame necessary to execute our business plan.
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The loss of our rights to use software currently licensed to us by third parties could
increase our operating expenses by forcing us to seek alternative technology and adversely
affect our ability to compete.

We license certain technologies used in our products from third parties, generally on a non-
exclusive basis. The termination of any of these licenses, or the failure of the licensors to
adequately maintain or update their products, could delay our ability to ship our products while we
seek to implement alternative technology offered by other sources and require significant
unplanned investments on our part. In addition, alternative technology may not be available on
commercially reasonable terms. In the future, it may be necessary or desirable to obtain other
third-party technology licenses relating to one or more of our products or relating to current or
future technologies to enhance our product offerings. There is a risk that we will not be able to
obtain licensing rights to the needed technology on commercially reasonable terms, if at all.

Several members of our senior management team are important to our business and if these
individuals do not remain with us in the future it may have a negative impact on our financial
condition and results of operations.

Our future success depends on the continued efforts and abilities of our senior management team.
Their skills, experience and industry contacts significantly benefit us. Although we have
employment and non-competition agreements with members of our senior management team, we
cannot assure you that they or our other key employees will all choose to remain employed by us.
If we lose the services of one or more of these individuals, or if one or more of them decide to join
a competitor or otherwise compete directly or indirectly with us, our business, operating results,
and financial condition could be harmed. We do not maintain key man life insurance on any of our
employees.

We may experience customer attrition, which could affect our revenues more adversely than
we expect, and we may be unable to adapt quickly to such attrition. Any significant reduction
in revenues as a result of such attrition may have a material adverse effect on our business,
results of operations or financial condition.

We expect that a substantial portion of our revenue will continue to be derived from renewals of
quarterly and annual maintenance arrangements with our customers, and, to a lesser extent, from
professional services engagements for these customers. Although we believe we have strong
customer retention rates, attrition in our customer base does occur when existing customers elect
not to renew their maintenance arrangements and cease purchasing professional services from us.
Customer attrition occurs for a variety of reasons, including a customer’s decision to replace our
software product with that of a competing vendor, to purchase maintenance or consulting services
from a third-party service provider, or to forego maintenance services altogether. It can also occur
when a customer is acquired or ceases operations.

Historically, we have been able to replace more than the revenue lost through attrition with new
revenue from maintenance services as well as from price increases for maintenance services.
However, any factors that adversely affect the ability of our software products to compete with
those available from others, such as availability of competitors’ products offering more advanced
product architecture, superior functionality or performance or lower prices, or factors that reduce
demand for our maintenance services, such as intensifying price competition, could lead to
increased rates of customer attrition.
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Currency exchange rate fluctuations and other risks associated with our international
operations may adversely affect our operating results.

We are subject to risks of doing business internationally, including fluctuations in currency
exchange rates, increases in duty rates, difficulties in obtaining export licenses, difficulties in the
enforcement of intellectual property rights and political uncertainties. Our most significant
international operations are in the United States, United Kingdom, Continental Europe and
Australia. We currently do not typically use derivative instruments to mitigate our exposure to
those risks. Although most of our businesses are organized geographically so that many of our
expenses are incurred in the same currency as our revenues thus mitigating some of our exposure to
currency fluctuations, we are still subject to some foreign currency risk. We may choose to enter
into forward foreign exchange contracts from time to time with the objective of mitigating
volatility in profit or loss but there is no assurance that these hedging strategies will be effective.

Revenues and expenses generated in foreign currencies are translated at exchange rates during the
month in which the transaction occurs. We cannot predict the effect of foreign exchange losses in
the future; however, if significant foreign exchange losses are experienced, they could have a
material adverse effect on our business, results of operations, and financial condition. In addition,
fluctuations in exchange rates could affect the pricing of our products and negatively influence
customer demand.

Additional risks we face in conducting business internationally include longer payment cycles and
difficulties in managing international operations. These include constraints associated with local
laws regarding employment, difficulty in enforcing our agreements through foreign legal systems,
complex international tax and financial reporting compliance requirements, and the adverse effects
of tariffs, duties, price controls or other restrictions that impair trade.

We may have exposure to unforeseen tax liabilities.

We are subject to income taxes as well as non-income based taxes, in Canada, the United States
and various foreign jurisdictions and our tax structure is subject to review by numerous taxation
authorities. Significant judgment is required in determining our worldwide provision for income
taxes and other tax liabilities. In the ordinary course of a global business, there are many inter-
company transactions and calculations where the ultimate tax determination is uncertain. Although
we strive to ensure that our tax estimates and filing positions are reasonable, we cannot assure you
that the final determination of any tax audits and litigation will not be different from what is
reflected in our historical income tax provisions and accruals, and any such differences may
materially affect our operating results for the affected period or periods.

The Company is subject to income tax audits by various authorities in respect of prior periods that
could result in additional tax expense in future periods. While the outcome of such outstanding
audits and claims remains uncertain, it is expected that they will be resolved without a material
impact to the Company’s financial position.

We also have exposure to additional non-income tax liabilities. We are subject to non-income

taxes, such as payroll, sales, use, value-added, net worth, property and goods and services taxes, in
Canada, the United States and various foreign jurisdictions.
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Impact of geopolitical and other global or local events may have a significant effect on our
operations.

Various events, including natural disasters, extreme weather conditions, labour disputes, civil
unrest, war and political instability, terrorism, contagious illness outbreaks, and environmental
disasters or the perceived threat of these events, may cause a disruption of our normal operations
and may disrupt the domestic and international travel of our sales and other personnel. The sales
cycle for our products includes a period of education for potential customers on the use and
benefits of our software solutions, as well as the integration of our software solutions with
additional applications utilized by individual customers. Any disruption in the ability of our
personnel to travel could have a material and adverse impact on our ability to complete this process
and to service these customers, which could, in turn, have a material adverse effect on our business,
results of operations and financial condition. In addition, these events or the perceived threat of
these events may require us to reorganize our day-to-day operations to minimize the associated
risks. Any expense related to the reorganization of our day-to-day operations, even on a short-term
basis, could also have a material adverse effect on our business, results of operations and financial
condition.

Potential divestitures may reduce revenues in the short term and create uncertainty among
our employees, customers and potential customers, which could harm our business.

We have in the past divested one majority owned software business. Although we have not
divested any material businesses in the last ten years, any divestitures could result in a short-term
reduction in revenue and could harm our results of operations if we were not able to reduce
expenses accordingly or to generate offsetting sources of revenue. To the extent that our
consideration of these potential divestitures became known prior to their completion, we could face
the risk, among others, that customers and potential customers of the VMS business in question
might be reluctant to purchase our software solutions during this period. In addition, we face the
risk that we may be unable to retain qualified personnel within the applicable VMS business during
this period. Poor economic conditions and a lack of access to the credit markets may lead to
difficulty in finding interested buyers for any proposed divestitures. These risks could prevent us
from successfully completing on favourable terms, or at all, divestitures that would otherwise be
beneficial to us, and may in the process weaken business divisions that we are considering for
divestiture. Any of these events could result in a loss of customers, revenues, and employees and
could harm our results of operations.

Some of the markets for our software products are characterized by periodic technological
advances, and we must improve our software products to remain competitive.

Periodic technological change and associated new product introductions and enhancements
characterize the software industry in general. Our current and potential customers increasingly
require greater levels of functionality and more sophisticated product offerings. In addition, the
life cycles of many of our software products are difficult to estimate. While we believe some of
our software products may be nearing the end of their product life cycles, we cannot estimate the
decline in demand from our customers for maintenance related to these software products.
Accordingly, we believe that our future success depends upon our ability to enhance current
software products and to develop and to introduce new products offering enhanced performance
and functionality at competitive prices in a timely manner, and on our ability to enable our software
products to work in conjunction with other products from other suppliers that our customers may
utilize. Our failure to develop and to introduce or to enhance products in a timely manner could
have a material adverse effect on our business, results of operations, and financial condition.
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We may be unable to respond on a timely basis to the changing needs of our customer base and the
new applications we design for our customers may prove to be ineffective. Our ability to compete
successfully will depend in large measure on our ability to bring to market effective new products
or services, to maintain a technically competent research and development staff, and to adapt to
technological changes and advances in the industry. Our software products must remain
compatible with evolving computer hardware and software platforms and operating environments.
We cannot assure you that we will be successful in these efforts. In addition, competitive or
technological developments and new regulatory requirements may require us to make substantial,
unanticipated investments in new products and technologies, and we may not have sufficient
resources to make these investments. If we were required to expend substantial resources to
respond to specific technological or product changes, our operating results would be adversely
affected.

If we are unable to protect our proprietary technology and that of the VMS businesses that we
acquire, our competitive position could be adversely affected.

We have relied, and expect to continue to rely, on a combination of copyright, trademark and trade-
secret laws, confidentiality procedures, and contractual provisions to establish, maintain, and
protect our proprietary rights. Although patents generally provide greater protection of software
products than do trade secrets or copyrights, we currently possess only a limited number of patents.
We typically enter into agreements with our employees, consultants, customers, partners and
vendors in an effort to control ownership of our intellectual property and access to and distribution
of our software, documentation and other proprietary information. Despite these precautions, there
may be authors of some of the intellectual property that form parts of our software products who
have not assigned their intellectual property rights to us and who have not waived their moral rights
with respect thereto. The steps we take may not prevent misappropriation of our intellectual
property, and the agreements we enter into may not be enforceable. Despite our efforts to protect
our proprietary rights in our intellectual property and that of other businesses we may acquire,
unauthorized parties may copy or otherwise obtain and use our proprietary technology or obtain
information we regard as proprietary. Policing unauthorized use of our technology, if required,
may be difficult, time-consuming, and costly. Our means of protecting our technology may be
inadequate.

Third parties may apply for and obtain patent protection for products and services that are similar
to our software solutions. Despite our efforts to protect our proprietary rights, unauthorized parties
may attempt to copy aspects of our products or services or to obtain and to use information that we
regard as proprietary. Third parties may also independently develop similar or superior technology
without violating our proprietary rights. In addition, the laws of some foreign countries do not
protect proprietary rights to the same extent, as do the laws of Canada and the United States.

Trademark protection is an important factor in establishing product recognition. Our inability to
protect our trademarks from infringement could result in injury to any goodwill which may be
developed in our trademarks. Moreover, we may be unable to use one or more of our trademarks
because of successful third-party claims.

Claims of infringement are becoming increasingly common as the software industry develops and
legal protections, including patents, are applied to software products. Although we believe that our
software products and technology do not infringe proprietary rights of others, litigation may be
necessary to protect our proprietary technology and third parties may assert infringement claims
against us with respect to their proprietary rights.
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Any claims or litigation can be time consuming and expensive regardless of their merit.
Infringement claims against us could cause product release delays, require us to redesign our
products or to enter into royalty or license agreements that may not be available on terms
acceptable to us, or at all.

Software product development delays could harm our competitive position and reduce our
revenues.

If we experience significant delays in releasing new or enhanced software products, our position in
the market could be harmed and our revenue could be substantially reduced, which would
adversely affect our operating results. We have experienced software product development delays
in the past and may experience delays in the future. In particular, we may experience software
product development delays associated with the integration of recently acquired software products
and technologies. Delays may occur for many reasons, including the inability to hire a sufficient
number of developers, discovery of bugs and errors, or the inability of our current or future
software products to conform to customer and industry requirements.

Our software products may contain errors or defects that could result in lost revenue, delayed or
limited market acceptance, or product liability claims with substantial litigation costs.

As a result of their complexity, software products may contain undetected errors or failures when
entering the market. Despite testing performed by us and testing and use by current and potential
customers, defects and errors may be found in new software products after commencement of
commercial shipments or the offering of a network service using these software products. In these
circumstances, we may be unable to successfully correct the errors in a timely manner or at all.
The occurrence of errors and failures in our software products could result in negative publicity and
a loss of, or delay in, market acceptance of those software products. Such publicity could reduce
revenue from new licenses and lead to increased customer attrition. Alleviating these errors and
failures could require significant expenditure of capital and other resources by us. The
consequences of these errors and failures could have a material adverse effect on our business,
results of operations, and financial condition.

Because many of our customers use our software products for business-critical applications, any
errors, defects, or other performance problems could result in financial or other damage to our
customers. Our customers or other third parties could seek to recover damages from us in the event
of actual or alleged failures of our software solutions. We have in the past been, and may from
time to time continue to be, subject to these kinds of claims. Although our license agreements with
customers typically contain provisions designed to limit our exposure to potential claims, as well as
any liabilities arising from these claims, the provisions may not effectively protect against these
claims and the liability and associated costs. Accordingly, any such claim could have a material
adverse effect upon our business, results of operations, and financial condition. In addition,
defending this kind of claim, regardless of its merits, or otherwise satisfying affected customers,
could entail substantial expense and require the devotion of significant time and attention by key
management personnel.

The hosting services of some of our products are dependent on the uninterrupted operation of
data centers. Any unexpected interruption in the operation of data centers used could result in
customer dissatisfaction and a loss of revenues.

Some of our VMS businesses provide hosting services in respect of some of our software products.
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These hosting services depend upon the uninterrupted operation of data centers and the ability to
protect computer equipment and information stored in these data centers against damage that may
be caused by natural disaster, fire, power loss, telecommunications or internet failure, unauthorized
intrusion, computer viruses and other similar damaging events. If any of the data centers we use
were to become inoperable for an extended period, we might be unable to provide our customers
with contracted services. Although we take what we believe to be reasonable precautions against
such occurrences, we can give no assurance that damaging events such as these will not result in a
prolonged interruption of our services, which could result in customer dissatisfaction, loss of
revenue and damage to our business.

As a provider of hosted services, we receive confidential information, including credit card and
other financial and accounting data. There can be no assurance that this information will not be
subject to loss, destruction, computer break-ins, theft, or other improper activity that could
jeopardize the security of information for which we are responsible. Any such lapse in security
could expose us to litigation, loss of customers, or otherwise harm our business. In addition, any
person who is able to circumvent our security measures could misappropriate proprietary or
confidential customer information or cause interruptions in our operations.

We are currently, and may in the future become, subject to civil litigation, which if decided
against us, could require us to pay judgments, settlements or other penalties and could
potentially result in the dilution of our Common Shares.

In addition to being subject to litigation in the ordinary course of business, we may become subject
to class actions, securities litigation or other actions, including anti-trust and anti-competitive
actions.

Any litigation may be time consuming, expensive and distracting from the conduct of our daily
business. The adverse resolution of any specific lawsuit could have a material adverse effect on
our financial condition and liquidity.

In addition, the resolution of those matters may require us to issue additional Common Shares,
which could potentially result in the dilution of our Common Shares. Expenses incurred in
connection with these matters (which include fees of lawyers and other professional advisors and
potential obligations to indemnify officers and directors who may be parties to such actions) could
adversely affect our cash position.

The market price of the Common Shares will fluctuate.
The market price of the Common Shares will fluctuate due to a number of factors, including:

actual or anticipated changes in our results of operations;

e changes in estimates of our future results of operations by management or securities
analysts;

o announcements of technological innovations or new software products by us or our
competitors;

o general industry changes; or

e material acquisitions.

In addition, the financial markets have experienced significant price and value fluctuations that
have particularly affected the market prices of equity securities of many software companies and
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that sometimes have been unrelated to the operating performance of these companies. Broad
market fluctuations, as well as economic conditions generally and in the software industry
specifically, may adversely affect the market price of the Common Shares.

Sales of substantial amounts of Common Shares by our existing shareholders, or the perception that
these sales will occur, may cause the market price of the Common Shares to fall.

Our dividend policy may change. We may not pay dividends in the future.

The Board adopted a policy to pay quarterly dividends commencing April 2, 2012. Although we
have paid dividends in the past, there may be circumstances where we may change our position on
paying dividends. There is no guarantee we will pay dividends in future years. The dividend
policy will be reviewed from time to time by our Board of Directors in the context of our earnings,
financial condition and other relevant factors, including the availability of acquisition opportunities
and other sources of capital. As indicated in the Company’s March 6, 2014 press release, the
Company will not hesitate to reduce or even eliminate the current quarterly dividend if, at any time,
other attractive sources of capital are not readily available. In addition, if the Company fails to pay
interest owing on the Debentures in full in cash on any interest payment date in respect of the
Debentures, the Company will not be permitted to declare or pay dividends of any kind on the
Common Shares until such time as the Company pays such interest to holders of Debentures. See
“Description of Capital Structure — Debentures”.

No limit on indebtedness

The trust indenture dated November 19, 2014 between the Company and Computershare Trust
Company of Canada, as supplemented by the first supplemental indenture dated September 30,
2015 between the Company and Computershare Trust Company of Canada (the “Indenture”) does
not limit the ability of the Company to incur additional debt or liabilities (including senior
indebtedness). In order to finance acquisitions from time-to-time, the Company expects to draw
down additional indebtedness under its credit facility and may also issue additional Debentures at
any time. The additional indebtedness will increase the interest payable by the Company from
time-to-time until such amounts are repaid, which will represent an increase in the Company’s cost
and a potential reduction in the Company’s income. In addition, the Company may need to find
additional sources of financing to repay these amounts when they become due. There can be no
guarantee that the Company will be able to obtain financing on terms acceptable to it or at all at
any such time.

If our security measures for our products and services are compromised and as a result, our
data, our customers’ data or our IT systems are accessed improperly, made unavailable, or
improperly modified, our products and services may be perceived as vulnerable, our brand and
reputation could be damaged, the IT services we provide to our customers could be disrupted,
and customers may stop using our products and services, all of which could reduce our revenue
and earnings, increase our expenses and expose us to legal claims and regulatory actions.

We are in the IT business, and certain of our products and services, store, retrieve, manipulate and
manage our customers’ information and data, external data, as well as our own data.

At times, we encounter attempts by third parties (which may include nation states and individuals
sponsored by them) to identify and exploit product and service vulnerabilities, penetrate or bypass
our security measures, and gain unauthorized access to our or our customers’, partners’ and
suppliers’ software, hardware and cloud offerings, networks and systems, any of which could lead

26



to the compromise of personal information or the confidential information or data of Constellation
or our customers. Computer hackers and others may be able to develop and deploy IT related
viruses, worms, and other malicious software programs that could attack our networks, systems,
products and services, exploit potential security vulnerabilities of our networks, systems, products
and services, create system disruptions and cause shutdowns or denials of service. This is also true
for third-party data, products or services incorporated into our own. Data may also be accessed or
modified improperly as a result of customer, partner, employee or supplier error or malfeasance
and third parties may attempt to fraudulently induce customers, partners, employees or suppliers
into disclosing sensitive information such as user names, passwords or other information in order to
gain access to our data, our customers’, suppliers’ or partners’ data or the IT systems of
Constellation, its customers, suppliers or partners.

DIVIDENDS

Dividends

Since January 1, 2015, we have declared the following cash dividends on our Common Shares:

Amount of
Class of Shares Date of Dividend Per Record Date for
Payment Share Payment
. US$1.00
Common April 5, 2018 (quarterly) March 16, 2018
Common January 4, 2018 US$1.00 December 15, 2017
(quarterly)
Common October 4, 2017 US$1.00 September 15, 2017
(quarterly)
Common July 6, 2017 US$1.00 June 16, 2017
(quarterly)
. US$1.00
Common April 5, 2017 (quarterly) March 17, 2017
Common January 5, 2017 US$1.00 December 16, 2016
(quarterly)
Common October 5, 2016 US$1.00 September 16, 2016
(quarterly)
Common July 6, 2016 US$1.00 June 17, 2016
(quarterly)
Common April 5, 2016 US51.00 March 18, 2016
(quarterly)
Common January 5, 2016 US$1.00 December 17, 2015
(quarterly)
US$1.00
Common October 5, 2015 (quarterly) September 17, 2015
Common July 3, 2015 US$1.00 June 17, 2015
(quarterly)
Common April 3, 2015 US51.00 March 18, 2015
(quarterly)
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Effective January 2012, our policy is to pay quarterly dividends, subject to Board approval, based
on our historical practice. The Board of Directors will determine if and when dividends should be
declared and paid in the future based on all relevant circumstances, including the desirability of
financing further growth of the Company and our financial position at the relevant time. There is
no guarantee that dividends will continue to be paid in the future.

Dividend Reinvestment Plan

Effective May 16, 2013, the Company adopted a dividend reinvestment plan (the “DRIP”), under
which all registered holders of Common Shares in Canada are eligible to participate. Non-
registered holders of Common Shares may be able to participate through their financial institution,
broker or other intermediary through which their Common Shares are held. Alternatively, non-
registered holders of Common Shares may become registered holders of such shares in order to
participate in the DRIP. Computershare Trust Company of Canada is the agent and administrator of
the DRIP.

Pursuant to the DRIP, eligible participants are permitted to increase their investment in the
Company by choosing to automatically reinvest cash dividends received on the Common Shares
held by them in additional Common Shares, which will be purchased by the Company (or a trustee,
custodian or administrator on the Company’s behalf) on the open market, or at the Company’s
discretion, issued from treasury. If the Common Shares issued pursuant to the DRIP are to be
issued from treasury, such Common Shares will be issued at a price equal to the weighted average
market price of the Common Shares on the TSX for the five trading days immediately preceding
the applicable dividend payment date. To date, the Company has satisfied its obligation under the
DRIP by purchasing shares on the open market.

DESCRIPTION OF CAPITAL STRUCTURE

Share Capital

The authorized capital of the Company consists of an unlimited number of Common Shares and a
number of Preferred Shares, issuable in series, limited to not more than 20% of the number of
issued and outstanding Common Shares at the time of issuance of any Preferred Shares. As at
March 29, 2018 there were 21,191,530 Common Shares outstanding and no Preferred Shares
outstanding.

Common Shares

The holders of the Common Shares are entitled to receive notice of and to attend all of our annual
and special meetings of the shareholders and to one vote in respect of each Common Share held at
all such meetings. The holders of the Common Shares are entitled, at the discretion of the Board,
to receive out of any or all of our profits or surplus properly available for the payment of dividends,
any dividend declared by the Board and payable on the Common Shares. The holders of the
Common Shares will participate ratably in any distribution of assets, or liquidation, dissolution or
winding-up or other distribution of our assets among shareholders for the purpose of winding up
our affairs.
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Preferred Shares

The Preferred Shares will be issuable in one or more series, where the Board will be authorized to
fix the number of shares of each series, subject to the limitation on the number of Preferred Shares
to be issued as described below, and to determine for each series, subject to the terms and
conditions set out herein, the designation, rights, privileges, restrictions and conditions, including
dividend rates, redemption prices, conversion rights and other matters.

Ranking and Priority

Each series of Preferred Shares will be entitled to priority over the Common Shares and any other
shares of the Company ranking junior to the Preferred Shares with respect to priority in the
payment of dividends and the distribution of assets in the event of the liquidation, dissolution or
winding-up of the Company, whether voluntary or involuntary, and any other distribution of the
assets of the Company among its shareholders for the purpose of winding-up its affairs. The
Preferred Shares of any series may also be given such other preferences, not inconsistent with the
provisions hereof, over the Common Shares and any other shares of the Company ranking junior to
the Preferred Shares, as may be determined by the Board.

Parity Among Series

Each series of Preferred Shares will rank on a parity with every other series of Preferred Shares
with respect to priority in the payment of dividends and the distribution of assets in the event of the
liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, and any
other distribution of the assets of the Company among its shareholders for the purpose of winding-
up its affairs.

Participation Upon Liquidation, Dissolution or Winding Up

In the event of the liquidation, dissolution or winding up of the Company or other distribution of
assets of the Company among its shareholders for the purpose of winding up its affairs, the holders
of the Preferred Shares will be entitled to receive from the assets of the Company any cumulative
dividends, whether or not declared, or declared non-cumulative dividends or amounts payable on a
return of capital which are not paid in full in respect of any Preferred Shares and any redemption
price or other liquidation amount in accordance with the rights, terms and conditions of any
particular series, before any amount is paid or any assets of the Company are distributed to the
holders of any Common Shares or shares of any other class ranking junior to the Preferred
Shares. After payment to the holders of the Preferred Shares of the amount so payable to them as
above provided they will not be entitled to share in any further distribution of assets of the
Company among its shareholders for the purpose of winding up its affairs.

Dividends

The holders of each series of Preferred Shares will be entitled to receive dividends (which may be
cumulative or non-cumulative and variable or fixed) as and when declared by the Board.

Conversion

No series of Preferred Shares will be convertible into any other class of shares but they may be
convertible into another series of Preferred Shares.
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Redemption

Each series of Preferred Shares may be redeemable by the Company on such terms as may be
determined by the Board.

Voting

Holders of any series of Preferred Shares will not be entitled (except as otherwise provided by law
and except for meetings of the holders of Preferred Shares or a series thereof) to receive notice of,
attend at, or vote at any meeting of shareholders of the Company, unless the Board determines
otherwise, in which case voting rights will only be provided in circumstances where the Company
has failed to pay a certain number of dividends on such series of Preferred Shares, which
determination and number of dividends and any other terms in respect of such voting rights, will be
determined by the Board and set out in the designations, rights, privileges, restrictions and
conditions of such series of Preferred Shares.

Debentures

In connection with the 2014 Rights Offering, on October 1, 2014 and November 19, 2014, the
Company issued two tranches of Debentures with an aggregate principal amount of C$96.0 million
for total proceeds of C$91.2 million to the Company. In connection with the 2015 Rights Offering,
on September 30, 2015, the Company issued another tranche of Debentures with a total principal
amount of C$186.2 million for total proceeds of C$214.1 million. The Debentures have a maturity
date of March 31, 2040 (the “Maturity Date”). The interest rate applicable to the Debentures from
and including March 31, 2017 to but excluding March 31, 2018 is 7.9%, paid quarterly in arrears.
The rate from and including March 31, 2018 to but excluding March 31, 2019 will be 8.1%. From
and including March 31, 2019 to but excluding the Maturity Date, the interest rate applicable to the
Debentures will be reset on an annual basis on March 31 of each year, at a rate equal to the annual
average percentage change in the All-items Consumer Price Index during the 12 month period
ending on December 31 in the prior year (which amount may be positive or negative) plus 6.5%.
Notwithstanding the foregoing, the interest rate applicable to the debentures will not be less than
0%. The Company may, subject to certain approvals, elect to make payment in kind (a “PIK
Election”), in lieu of paying interest in cash, to satisfy all or any portion of its interest obligation
payable on an interest payment date by issuing to each Debenture holder Debentures equal to the
amount of the interest obligation to be satisfied (“PIK Debentures”). The PIK Debentures will
have the same terms and conditions as the Debentures and will form part of the principal amount of
the Debentures. If, on any interest payment date, the Company fails to pay the amount of interest
owing on the Debentures in full in cash, the Company will not (A) declare or pay dividends of any
kind on the Common Shares, nor (B) participate in any share buyback or redemption involving the
Common Shares, until the date on which the Company pays such interest (or the unpaid portion
thereof) in cash to holders of the Debentures; however, if the Company has issued PIK Debentures
in respect of all or a portion of the amount of interest owing on the Debentures on one or more
interest payment dates, the Company may resume declaring or paying dividends of any kind on the
Common Shares and participating in any share buyback or redemption involving the Common
Shares beginning on the earlier of (i) the next interest payment date in respect of which the
Company pays the amount of interest owing on the Debentures in full in cash and (ii) the date on
which the Company repays all amounts owing under the PIK Debentures. All payments in respect
of the Debentures will be subordinated in right of payment to the prior payment in full of all senior
indebtedness of the Company.
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The Debentures will be redeemable in certain circumstances at the option of the Company or the
holder. During the period beginning on March 16 and ending on March 31 of each year, the
Company will have the right, at its option, to give notice to holders of Debentures of its intention to
redeem the Debentures, in whole or in part, on March 31 in the year that is five years following the
year in which notice is given, at a price equal to the principal amount thereof plus accrued and
unpaid interest up to but excluding the date fixed for redemption. During the period beginning on
March 1 and ending on March 15 of each year, holders of Debentures will have the right, at their
option, to give notice to the Company of their intention to require the Company to repurchase (or to
“put”) the Debentures, in whole or in part, on March 31 in the year that is five years following the
year in which notice is given, at a price equal to the principal amount thereof plus accrued and
unpaid interest up to but excluding the date fixed for repurchase.

Upon the occurrence of a change of control of the Company involving the acquisition of voting
control or direction of more than 50% of the votes represented by the issued and outstanding
Common Shares by any person or group of persons acting jointly or in concert (a “Change of
Control”), each holder of Debentures may require the Company to purchase, on the date which is
30 days following the giving of notice of the Change of Control as set out below (the “Change of
Control Put Date™), the whole or any part of such holder’s Debentures at a price equal to 100% of
the principal amount thereof (the “Change of Control Put Price”) plus accrued and unpaid interest
up to, but excluding, the Change of Control Put Date. If 90% or more of the aggregate principal
amount of the Debentures outstanding on the date of the giving of notice of the Change of Control
have been tendered for purchase on the Change of Control Put Date, the Company will have the
right to redeem all the remaining Debentures on such date at the Change of Control Put Price,
together with accrued and unpaid interest to such date. Notice of such redemption must be given to
the debenture trustee prior to the Change of Control Put Date and, as soon as possible thereafter, by
the debenture trustee to the holders of the Debentures not tendered for purchase.

The rights of the holders of the Debentures as well as any other series of debentures that may be
issued under the Indenture may be modified in accordance with the terms of the Indenture. For that
purpose, among others, the Indenture contains certain provisions which will make binding on all
Debenture holders resolutions passed at meetings of the holders of the debentures issued under the
Indenture by votes cast thereat by holders of not less than 662°% of the principal amount of the
then outstanding debentures present at the meeting or represented by proxy, or rendered by
instruments in writing signed by the holders of not less than 66%°% of the principal amount of the
then outstanding debentures. In certain cases, the modification will, instead of or in addition to the
foregoing, require assent by the holders of the required percentage of debentures of each
particularly affected series. Under the Indenture, the debenture trustee will have the right to make
certain amendments to the Indenture in its discretion, without the consent of the holders of
Debentures.

The Indenture provides that an event of default (“Event of Default”) in respect of the Debentures
will occur if certain events described in the Indenture occur, including if any one or more of the
following described events has occurred and is continuing with respect to the Debentures: (i)
failure to pay principal or premium, if any, on the Debentures, whether at the maturity date, upon
redemption, by acceleration or otherwise; or (ii) certain events of bankruptcy, insolvency or
reorganization of the Company under bankruptcy or insolvency laws. Subject to the senior
indebtedness postponement provisions, if an Event of Default has occurred and is continuing, the
debenture trustee may, in its discretion, and shall, upon the request of holders of not less than 25%
in principal amount of the then outstanding Debentures, declare the principal of (and premium, if
any) and accrued interest on all outstanding Debentures to be immediately due and payable.
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As at March 29, 2018, the total principal amount of the debentures outstanding was C$282 million.
Credit Rating

Fitch Ratings (“Fitch™) has assigned a rating to the Debentures of ‘BBB-’. According to Fitch’s
website, a credit rating of ‘BBB’ represents good credit quality and indicates that expectations of
default risk are currently low. The capacity for payment of financial commitments is considered
adequate but adverse business or economic conditions are more likely to impair this capacity. The
modifiers "+" or "-" may be appended to a rating to denote relative status within major rating
categories. The ‘BBB’ rating assigned by Fitch is the 4th highest of Fitch’s 9 rating categories,
which range from ‘AAA’ to ‘D’.

A credit rating or a stability rating is not a recommendation to buy, sell or hold securities and may
be subject to revision or withdrawal at any time by the credit rating organization.

The Company has made customary payments of fees to Fitch in connection with the above-
mentioned rating but has not made any payments to Fitch in respect of any other service provided
to the Company by Fitch during the last two years.

MARKET FOR SECURITIES
The Common Shares are listed on the Toronto Stock Exchange (“TSX”) under the symbol “CSU”.

The monthly price ranges and total monthly trading volumes for the Common Shares on the TSX
during the most recently completed fiscal year were as follows:

Share Price Total Monthly
Month (C$ per share) Volumes
High Low (# of Shares)

January 2017 620.86 575.22 710,800
February 2017 640.21 575.30 704,600
March 2017 659.21 623.64 940,800
April 2017 656.35 610.54 784,100

May 2017 699.98 628.81 1,063,800

June 2017 724.50 668.49 1,033,300
July 2017 708.72 651.00 777,000
August 2017 713.94 671.22 694,000
September 2017 704.00 669.19 801,900
October 2017 760.10 681.01 623,600
November 2017 791.00 718.36 772,800
December 2017 788.00 736.08 733,700

Total 9,640,400
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The Debentures are listed on the TSX under the symbol “CSU.DB”. The monthly price ranges and
total monthly trading volumes for the Debentures on the TSX during the most recently completed
fiscal year were as follows (trading prices include accrued interest):

Debenture Price Total Monthly
Month (C$ per $100 of principal) Volume (per $100
High Low principal amount)
January 2017 117.00 113.00 172,648
February 2017 115.99 115.01 47,603
March 2017 116.26 115.50 53,026
April 2017 117.00 115.72 20,863
May 2017 117.00 116.25 11,825
June 2017 119.00 116.99 31,837
July 2017 117.50 116.89 4,945
August 2017 117.50 116.75 6,120
September 2017 118.50 116.50 39,173
October 2017 117.00 115.01 38,680
November 2017 117.30 115.50 24,962
December 2017 125.00 117.11 7,525
Total 459,207

ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL
RESTRICTION ON TRANSFER

Designation of Class | Number of Securities | Percentage of Class
Held in Escrow or
Subject to a
Contractual
Restriction on
Transfer

Common Shares 196,240 0.9%

Computershare Trust Company of Canada is acting as escrow agent for all of the above securities
pursuant to the terms of our employee bonus plan and employee share ownership plan. Under our
bonus plan, one third of the Common Shares acquired pursuant to the plan will be released from
escrow on the first business day in January in each of the third, fourth and fifth year after the date
of acquisition.
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DIRECTORS AND EXECUTIVE OFFICERS OF THE COMPANY

The following table sets out, for each of our directors and executive officers as of March 29, 2018,
the person’s name, municipality of residence, position(s) with CSI, principal occupation and, if a
director, the year in which the person became a director. Our directors are elected annually and,
unless re-elected, retire from office at the end of the next annual general meeting of shareholders.
As of March 29, 2018, our directors and executive officers (as a group) owned, or exerted direction
or control over, a total of (i) 1,508,356 Common Shares representing 7% of our total outstanding
Common Shares and (ii) a total of 5,993,338.23 of the outstanding ordinary units of Constellation
Software Netherlands Holding Cooperatief U.A., a subsidiary of CSI, representing 10.15% of such
outstanding ordinary units.

Common
Shares of CSI
Beneficially
Held or Over
Which
Name and Place Principal Director Control is
of Residence Positions with CSI Occupation Since Exercised
PAUL MCFEETERS® ........ccooovnveae.. Director Consultant 2014 384
Milford, Ontario, Canada
LAWRENCE CUNNINGHAM ........ Director Professor 2017 527
New York, NY, USA
MARK LEONARD.......ccocvvrrnrenenn. President and President and 1995 436,136%)
Toronto, Ontario, Canada Chairman of the Chairman of the
Board Board of CSI
LORI O’NEILL@ ..o, Director Consultant 2018 -
Ottawa, Ontario, Canada
MEREDITH (SAM) HAYES® Director Consultant 2013 2,633
Pointe Claire, Quebec, Canada
ROBERT KITTELY® . Director Chief Operating 2013 851
Toronto, Ontario, Canada Officer of The
Westaim Corporation
STEPHEN R. SCOTCHMER®......... Director and Lead Private Investor 2000 71,8899
Oakville, Ontario, Canada Independent Director
BERNARD ANZAROUTH............... Chief Investment Chief Investment N/A 147,091
Montreal, Quebec, Canada Officer Officer
JAMALBAKSH. ... Chief Financial Chief Financial N/A 6,634
Toronto, Ontario, Canada Officer Officer
JEEE BENDER. oo Director and Chief Chief Executive 2013 76,883
Ottawa, Ontario, Canada Executive Officer, Officer, Harris
Harris Operating Operating Group
Group
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Name and Place

of Residence

JOHN BILLOWITS ......cooviiins

Toronto, Ontario, Canada

MARK DENNISON........ccccccovneene.

Toronto, Ontario, Canada

MARK MILLER ...

Oakville, Ontario, Canada

DEXTER SALNA........cccoviinne

Toronto, Ontario, Canada

BARRY SYMONS.........ccccovii.

Toronto, Ontario, Canada

ROBIN VAN POELJE..................

Blaricum, The Netherlands

(1) Member of Audit Committee.

Positions with CSI

Chief Executive
Officer, Vela
Operating Group

General Counsel and
Secretary

Director and Chief
Operating Officer of
CSl and Chief
Executive Officer,
Volaris Operating
Group

President, Perseus
Operating Group

Chief Executive
Officer, Jonas
Operating Group

Director and Chief
Executive Officer,
Total Specific
Solutions

Principal
Occupation

Chief Executive
Officer, Vela
Operating Group

General Counsel and
Secretary of CSI

Chief Operating
Officer of CSI and
Chief Executive
Officer, Volaris
Operating Group

President, Perseus
Operating Group

Chief Executive
Officer, Jonas
Operating Group

Chief Executive
Officer, Total
Specific Solutions

Common

Shares of CSI
Beneficially
Held or Over
Which
Director Control is
Since Exercised
N/A 42,519
N/A 4,464
2013 309,207
N/A 249,348
N/A 157,753
2018 2,037

(2) Ms. O’Neill was a director of DragonWave Inc. from June 13, 2013 to July 31, 2017. Following Ms. O’Neill’s resignation on July
31, 2017, the Ontario Superior Court of Justice appointed a receiver over the business and assets of DragonWave Inc., following an
application of Comerica Bank as Agent for DragonWave Inc.’s senior lenders, pursuant to the Bankruptcy and Insolvency Act
(Canada). On July 20, 2017, the shares of DragonWave Inc. were halted from trading on the TSX by the Investment Industry
Regulatory Organization of Canada. The shares of DragonWave Inc. were delisted from the TSX and the NASDAQ on August 30,

2017 and August 2, 2017, respectively.

(3) Member of Compensation, Nominating and Human Resources Committee.

(4) Mr. Scotchmer is also a director of Manitou Capital Corporation, a shareholder of the Company.

(5) On August 5, 2015, the Company announced that L6 Holdings Inc. (formerly known as 1388369 Ontario Inc.), an Ontario
corporation (“L6") which as of August 5, 2015 owned 1,000,000 Common Shares (representing approximately 4.7% of the issued
and outstanding Common Shares of CSI) and which was previously controlled by Mr. Leonard, President and Chairman of the
Board, is now controlled exclusively by the adult children of Mr. Leonard. Following the change in control of L6, the Company
and L6 entered into an agreement whereby L6 will provide notice to the Company within five days of any sale, transfer, or

assignment by L6 of its Common Shares.

Biographies

The following are brief profiles of our executive officers and directors, including a description of
each individual’s principal occupation within the past five years.
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Paul McFeeters — Director

Mr. McFeeters joined our board in October 2014. Mr. McFeeters retired from OpenText where he
served as the Chief Financial Officer from June 2006. Mr. McFeeters has more than thirty years of
business experience, including previous employment as Chief Financial Officer of Platform
Computing Inc., a grid computing software vendor from 2003 to 2006, and of Kintana Inc., a
privately-held IT governance software provider, from 2000 to 2003. Mr. McFeeters also held
President and CEO positions at MD Private Trust from 1997 to 2000. Between 1981 and 1996 Mr.
McFeeters worked at Municipal Financial Corporation and held various progressive positions there
including CFO, COO, President and CEOQ. Since 2015, Mr. McFeeters has been a Board Advisor
for Hootsuite, a social media management company. From 2007 to January 2016, Mr. McFeeters
was a member of the board of Blueprint Software Systems Inc., an enterprise requirements
software solutions provider. Mr. McFeeters holds a B.B.A (Honours) from Wilfrid Laurier
University and a MBA from Schulich School of Business at York University and is a Chartered
Professional Accountant.

Lawrence Cunningham — Director

Mr. Cunningham joined our Board in August 2017. Mr. Cunningham is the Henry St. George
Tucker 111 Research Professor at George Washington University Law School, lecturing on its main
campus in Washington DC and serving as the Founding Director of its business law programs in
New York City. Prof. Cunningham is best known for collaborating with Warren Buffett in self-
publishing, since 1997, The Essays of Warren Buffett: Lessons for Corporate America, as well as
for books such as The AIG Story (with Hank Greenberg) and Quality Investing (with AKO
Capital). He consults for corporations and boards on corporate culture and governance, serving a
wide range of public and private companies. Prof. Cunningham has been a director of Ashford
Hospitality Prime (NYSE), a real estate investment trust focused on luxury hotels; Mobile Nerd, a
provider of secure single sign-on access to software and applications from any device; and Pearl
West Group, a private Canadian investment company specializing in digital marketing. He is a
member of the Dean’s Council of Lerner College of Business of the University of Delaware and on
the Editorial Board of the Museum of American Finance. Previous positions include practicing
corporate law with Cravath, Swaine & Moore; Academic Dean of Boston College Law School; and
Director of the Heyman Center on Corporate Governance at Cardozo Law School. Prof.
Cunningham holds a bachelor’s degree in economics (with honors) from the University of
Delaware and a juris doctor (law) degree from Cardozo (magna cum laude).

Mark Leonard — President and Chairman of the Board

Mr. Leonard founded CSI in 1995. Prior to founding CSI, Mr. Leonard worked in the venture
capital business for eleven years. Mr. Leonard holds a BSc. from the University of Guelph, and a
MBA from the University of Western Ontario.

Lori O’Neill — Director

Ms. O’Neill joined the Board in March 2018. Ms. O’Neill is a FCPA, FCA, corporate director and
independent financial and governance consultant. She provides governance and financial
consulting services to growth companies, after serving over 24 years with Deloitte LLP. As a
partner at Deloitte LLP with various National and Industry leadership roles, she focused on
advising growth companies from startup to multinationals, supporting complex transactions,
private and public equity offerings, mergers and acquisitions in Canada and the U.S She serves as
board member and chair of the Audit Committee for the Ontario Lottery and Gaming Corporation,
Defence Construction Canada, University of Ottawa Heart Institute, Startup Canada, Ashbury
College, and Pythian Group. She is member of the board of directors and finance committee of
Hydro Ottawa. Ms. O’Neill graduated from Carleton University with a Bachelor of Commerce
Highest Honors in 1988, achieved her CPA, CA designation in 1990, her U.S. CPA designation in
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2003, and completed the ICD Director Education Program attaining the ICD.D.

Meredith (Sam) Hayes — Director

Mr. Hayes joined our Board in 2013. Mr. Hayes joined The CSL Group Inc. in 1981. He served as
President and CEO from 1995 until his retirement in 2008 and also served as Executive Vice
President and CFO from 1992 to 1995 and Vice President and Treasurer from 1989 to 1992. Prior
to that, Mr. Hayes was The CSL Group Inc.’s Director of Finance. He currently holds a director or
advisory position at a number of organizations including The CSL Group Inc., CSL Pension Fund
Society, Horizon Capital Holdings Inc., Canadian Executive Service Organization, and Atlantic
Corporation Ltd. Mr. Hayes holds a BA (honors) from Bishop’s University in Quebec and attended
the Western Executive Program at the University of Western Ontario.

Robert Kittel — Director

Mr. Kittel joined our Board in 2013. Mr. Kittel has been the Chief Operating Officer of The
Westaim Corporation since January 2013. The Westaim Corporation is a Canadian-based publicly
traded financial and investment holding company. Previously he was a Partner and Portfolio
Manager at Goodwood Inc., an investment management firm that he joined in 2002. From 2000
through 2002, he was Vice President and Analyst of a Canadian-based hedge fund investment firm.
From 1997 through 2000, Mr. Kittel was employed by the Cadillac Fairview Corporation, a
commercial real estate development company in the investments area. Prior to 1997, Mr. Kittel was
a staff accountant at KPMG LLP. Mr. Kittel has served as a director on several public boards, both
in Canada and the United States. Mr. Kittel holds a BBA Honours (Gold Medalist) from Wilfrid
Laurier University and is a Chartered Professional Accountant and a Chartered Financial Analyst.

Stephen R. Scotchmer — Director and Lead Independent Director

Mr. Scotchmer has been a member of our Board since 2000. He is currently a director of Manitou
Investment Management Ltd., which he co-founded in 1999. From 1982 until 1987, he served as
President of Bay Mills Ltd., a TSX listed company in the business of manufacturing engineered
materials. Mr. Scotchmer is an engineering graduate of Queen’s University.

Bernard Anzarouth — Chief Investment Officer

Mr. Anzarouth joined CSI in 1995. He works closely with our Operating Groups to identify and
pursue opportunities for platform acquisitions and acquisitions in our existing vertical markets on a
global basis. Before joining CSI, Mr. Anzarouth was AVP Business Development for Ascom Inc.,
a Swiss-based technology corporation from 1993 to 1994. Prior to that Mr. Anzarouth held various
positions with IBM. Mr. Anzarouth holds a B.Eng. in Electrical/Computer Engineering from
McGill University and an MBA from the European Institute of Business Administration
(INSEAD).

Jamal Baksh — Chief Financial Officer

Mr. Baksh has been with CSI since 2003 when he joined as Controller of the Jonas Operating
Group. Mr. Baksh is currently the Chief Financial Officer of CSI. Prior to assuming this role, he
has served in a number of senior executive roles within Jonas and CSI including Vice President of
Finance for CSI reporting to the Chief Financial Officer. Mr. Baksh is a Certified Management
Accountant and holds an Honours Bachelor of Mathematics degree from the University of
Waterloo.
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Jeff Bender — Director and Chief Executive Officer, Harris Operating Group

Mr. Bender joined CSI in 1999 after spending 7 years at Deloitte LLP. Mr. Bender has been the
Chief Executive Officer for Constellation's Harris Operating Group since 2002 and was appointed
to the Board of CSI in 2013. Mr. Bender is a Chartered Professional Accountant and holds a
BCom from Carleton University. Mr. Bender also serves on the Board of Directors of PDI Inc. and
MRI Inc., two privately held vertical market software companies.

John Billowits — Chief Executive Officer, Vela Operating Group

Mr. Billowits has been with CSI since 2003 when he joined as the CFO of Jonas Operating Group.
Mr. Billowits is currently the Chief Executive Officer of VVela Operating Group. Prior to assuming
this role, he held numerous positions within CSI, including Chief Financial Officer of CSI and
President of Jonas Club Division. Prior to joining CSI, Mr. Billowits held a number of roles with
Bain & Company, Dell Computers and PwC. Mr. Billowits is a Chartered Professional Accountant,
holds an MBA with Distinction from the London Business School and Honours BBA with
Distinction from Wilfrid Laurier University.

Mark Dennison — General Counsel and Secretary, CSI

Mr. Dennison joined CSI in 2001, initially working within the Volaris Operating Group and
moving to CSI head office in 2007. Prior to joining Constellation, Mr. Dennison worked in the law
department at Bombardier Aerospace. Mr. Dennison was called to the Bar of Ontario in 1999. He
has received an LL.B. from the University of Toronto and a B.A. from the University of Windsor.

Mark Miller — Director, Chief Operating Officer, CSI and Chief Executive Officer, Volaris
Operating Group

Mr. Miller has been with CSI, holding positions with us and our subsidiaries for well over 20 years.
Mr. Miller currently spends the majority of his time as the Chief Executive Officer of Volaris
Operating Group and Trapeze Group, but also acts as our Chief Operating Officer. Mr. Miller
received a B.Sc. in Statistics and a B.Sc. in Mathematics from McMaster University in Hamilton,
Ontario. In addition, Mr. Miller has attended the Executive Marketing Program at the lvey
Business School at the University of Western Ontario. He was appointed to the Board in 2013. Mr.
Miller is also on the Board of Directors of Medgate Inc. and pVelocity Inc., two private software
companies both headquartered in Toronto, Ontario.

Dexter Salna — President, Perseus Operating Group

Mr. Salna joined CSI in 1995 and is currently the President of Perseus Operating Group. Prior to
his current role, Mr. Salna held various senior executive positions with our Volaris Operating
Group since 1995. From January 2000 to March 2001, Mr. Salna took a leave of absence from
Volaris to pursue other business opportunities. Mr. Salna received a B.A.Sc. in Civil Engineering
from the University of Toronto, an M.S. in Construction Management and Engineering from
Stanford University and an M.B.A. from Harvard Business School.

Barry Symons — Chief Executive Officer, Jonas Operating Group

Mr. Symons joined CSI in 1997. During his tenure with CSI, Mr. Symons has held various senior
financial and operational management positions within CSI and our subsidiaries. In August 2007
Mr. Symons was appointed to the role of Chief Executive Officer of our Jonas Operating Group.
Prior to this appointment he was the Chief Financial Officer of CSI from 2004 to 2007. Before
joining CSI, Mr. Symons was with a major international accounting firm in varying roles of
increasing responsibility. Mr. Symons holds a Chartered Accountancy designation and a BBA
(Honours) degree from Wilfrid Laurier University both of which were received with distinction.
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Robin Van Poelje — Director, Chief Executive Officer, Total Specific Solutions (“TSS’) Operating
Group

Mr. Van Poelje has been with CSI since January 2014 when CSI acquired TSS. From January 2010
to now, Mr. Van Poelje has been the Chief Executive Officer of TSS, based in the Netherlands.
Mr. Van Poelje holds a BSc. in Economics from the University of Groningen, the Netherlands and
is a post graduate in Marketing and Strategy from Ecole Supérieure de Commerce de Montpellier,
France.

Committees of the Board

The Board of Directors has an audit committee and a compensation, nominating and human
resources committee.

Audit Committee

The audit committee assists the Board in fulfilling its responsibilities for oversight and supervision
of financial and accounting matters. The committee supervises the adequacy of internal accounting
controls and financial reporting practices and procedures and the quality and integrity of audited
and unaudited financial statements, which includes discussions with external auditors. The
committee monitors the management of financial risk throughout our organization.

Audit Committee Charter

Our audit committee operates under a written charter that sets out its responsibilities and
composition requirements. A copy of this charter is attached as Appendix “A” to this Annual
Information Form.

Relevant Education and Experience

All members of the audit committee meet the independence criteria set out in Multilateral
Instrument 52-110 — Audit Committees (“MI 52-1107). The following sets out the relevant
education and experience of each director relevant to the performance of his duties as a member of
the audit committee:

Mr. McFeeters, retired from OpenText where he served as the Chief Financial Officer from June
2006. Mr. McFeeters also holds a B.B.A (Honours) from Wilfrid Laurier University and a MBA
from Schulich School of Business at York University and is a Chartered Professional Accountant.

Mr. Kittel is the Chief Operating Officer of The Westaim Corporation. He also served as a director
on several public boards, both in Canada and the United States. Mr. Kittel holds a BBA Honours
(Gold Medalist) from Wilfrid Laurier University and is a Chartered Professional Accountant and a
Chartered Financial Analyst.

Mr. Hayes served The CSL Group in various financial and management capacities from 1981 to
2008. He also currently holds a director or advisory position at a number of organizations including
The CSL Group Inc., CSL Pension Fund Society, Horizon Capital Holdings Inc., Canadian
Executive Service Organization, and Atlantic Corporation Ltd. Mr. Hayes also attended the
Western Executive Program at the University of Western Ontario.

Based on the above information provided by each director, we believe that all members of the audit
committee are “financially literate” as that term is defined in M1 52-110.
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Pre-Approval Policies and Procedures

The audit committee reviews and approves all audit and non-audit services performed by our
auditors in advance of services being performed.

Auditor Fee Disclosure

The following table sets forth the fees billed or accrued for various services provided by KPMG
LLP and its affiliates to the Company during the Company’s last two fiscal years:

Services Fees Accrued During the Year Ended
(C9)
December 31, 2017 December 31, 2016
Audit Fees 2,053,590 960,967
Audit-Related Fees 60,000 -
Tax Compliance Fees 2,078,845 1,663,582
Other Tax Fees 541,247 525,132
Other Fees 10,700 24,516
Total 4,744,382 3,174,197

Audit Fees relate to professional services rendered for audits of the Company’s annual consolidated
financial statements and reviews of our interim consolidated financial statements for the first three
quarters of the year, and fees associated with statutory audits of certain of our subsidiaries in
foreign jurisdictions. Audit-Related Fees relate to accounting advisory services in relation to new
accounting standards. Tax Compliance Fees relate principally to fees associated with assistance in
respect of tax compliance requirements in various jurisdictions and investment tax credit filings.
Other Tax Fees relate to advice, planning and analysis, including services involving and related to
transfer pricing, inter-jurisdictional matters, planning and due diligence matters related to business
acquisitions. The Company regularly solicits bids from multiple service providers for tax
compliance work and other tax services, and makes decisions based on factors such as expertise,
capabilities and price. The time and effort required by service providers to understand the
multitude of businesses owned by the Company is fairly extensive, thus developing long term
relationships results in process efficiencies. Other Fees relate to fees associated with advisory
vendor due diligence services in connection with acquisitions. The amounts indicated above are
exclusive of disbursements and related taxes.

Compensation, Nominating and Human Resources Committee (“CNHR”)

The CNHR committee ensures that we have a high caliber executive management team in place
and a total compensation plan that is competitive, motivating and rewarding for participants. The
committee also advises the Board in filling vacancies on the Board. The committee reviews and
makes recommendations to the Board regarding the appointment of executive officers, and the
establishment of, and any material changes to, executive compensation programs, including that of
the President. This committee also reviews management succession plans and is responsible for
overseeing employee compensation. A copy of the CNHR committee’s charter is attached to the
Company’s most recently filed Management Information Circular.
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Except as otherwise disclosed herein, in the last three years, there were no material transactions in
which any director, executive officer or person that beneficially owns or controls or directs more
than 10% of the Common Shares or any affiliate thereof had an interest.

LEGAL PROCEEDINGS

We and our subsidiaries are engaged in legal proceedings from time to time, arising in the ordinary
course of business. None of these actions, individually or in the aggregate, are expected to have a
material adverse effect on our consolidated financial position or results of operations.

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for the Common Shares is Computershare Trust Company of
Canada at its principal transfer office in Toronto, Ontario.

INTERESTS OF EXPERTS
Names of Experts

The consolidated financial statements of the Company for the years ended December 31, 2017 and
2016 have been audited by KPMG LLP.

Interests of Experts

KPMG LLP are the external auditors of the Company and have confirmed that they are
independent with respect to the Company within the meaning of the relevant rules and related
interpretations prescribed by the relevant professional bodies in Canada and any applicable
legislation or regulations.

CONFLICTS OF INTEREST

From time to time, the Company may invest in shares or other securities of publicly traded
software companies in which certain of our executive officers or directors may also own securities.
While the Company is acquiring and holding securities of any such issuer, the Company’s
executive officers and directors are prohibited from acquiring or selling securities of such issuer.

ADDITIONAL INFORMATION

Additional information, including directors’ and officers’ remuneration and indebtedness, principal
holders of the Company’s securities, and securities authorized for issuance under equity
compensation plans, where applicable, are contained in our Management Information Circular for
our most recent annual meeting of shareholders that involved the election of directors, and
additional financial information is provided in the Company’s comparative financial statements and
management discussion and analysis for our most recently completed financial year.

Additional information about the Company is available on SEDAR at www.sedar.com.
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APPENDIX A

CONSTELLATION SOFTWARE INC.

AUDIT COMMITTEE MANDATE

Responsibilities
Reporting to the Board of Directors, the Audit Committee shall be responsible for assisting in the
Board of Directors’ oversight of the reliability and integrity of the accounting principles and
practices, financial statements and other financial reporting, and disclosure practices followed by
management of the Corporation and its subsidiaries. The Audit Committee shall also have
oversight responsibility for

M the qualifications, independence and performance of the independent auditors,

(i) the establishment by management of an adequate system of internal controls and

(iii)  the preparation by management of quarterly and annual financial statements and

(iv) the maintenance by management of practices and processes to assure compliance with

applicable laws.
Composition

The Committee shall be composed of not less than three Directors of the Corporation, all of whom
are not officers or employees of the Corporation or any of its affiliates. Each member of the
Committee shall be financially literate’ or must become financially literate within a reasonable
period of time after his or her appointment to the Committee.

Meetings
The committee shall meet in regular sessions at least four times each year; to review and

recommend to the board approval of the financial statements for the first three quarters as well as
the annual financial statements.  Special meetings of the Committee may be called by the
Chairman of the Board, any member of the Committee, or by the independent auditors. The
independent auditors shall receive notice of every meeting of the Committee and the independent
auditors are entitled to attend and participate in such meetings. Minutes of Committee meetings
shall be prepared and be made available to the Board of Directors.

Nomination of Independent Auditors

The Board of Directors, after consideration of the recommendation of the Committee, shall
nominate the independent auditors for appointment by the shareholders of the Corporation in
accordance with applicable law. The independent auditors are ultimately accountable to the
Committee and the Board of Directors as representatives of shareholders.

Specific Oversight Duties
In carrying out its responsibilities, the Committee shall have the following specific oversight
duties:

)] INDEPENDENT AUDITORS

a) review, at least annually, the performance of the independent auditors, and annually
recommend to the Board of Directors, for approval by the shareholders, the appointment of

! “Financially literate” shall mean that the Director is able to critically read and understand a balance sheet,
an income statement, a cash flow statement and the notes attached thereto.
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1)

1)

b)

f)

9)

h)

)

K)

the independent auditors of the Corporation in accordance with the Act;

engage in an active dialogue with the independent auditors on their independence from the
Corporation, and where it is determined that independence no longer exists recommend
that the Board of Directors take appropriate action;

review and recommend to the Board of Directors for approval the terms of any annual
audit engagement of the independent auditors, including the appropriateness of the
proposed audit fees with respect to the engagement of the independent auditors for any
audit related services;

approve any non-audit services to be provided by the firm of the independent auditors;

review and approve annually the overall scope of the independent auditors’ annual audit
plan;

INTERNAL CONTROLS

periodically review the status and findings of the independent auditors’ audit plan and the
adequacy of internal controls established by management and, where appropriate, make
recommendations or reports thereon to the Board of Directors;

understand the scope of internal and external auditors’ review of internal control over
financial reporting, and obtain reports on significant findings and recommendations,
together with management’s responses;

annually, and at any time in response to a specific request by management or the
independent auditors, meet separately with the relevant parties with respect to such matters
as the effectiveness of the system of internal controls established by management, the
adequacy of the financial reporting process, the quality and integrity of the financial
statements, the evaluation of the performance of the independent auditor and any other
matter that may be appropriate;

FINANCIAL STATEMENTS

review significant accounting and reporting issues, including complex or unusual
transactions and highly judgmental areas, and recent professional and regulatory
pronouncements, and understand their impact on the financial statements;

review the quarterly and annual financial statements, and consider whether they are
complete, consistent with information known to committee members, and reflect
appropriate accounting principles;

review significant changes in the accounting principles to be observed in the preparation of
the accounts of the Corporation and its subsidiaries, or in their application, and in financial
statement presentation;

review and, following discussion with the independent auditors (following their review of
the financial statements) and management, recommend to the Board of Directors, approval
of unaudited quarterly and audited annual consolidated financial statements of the
Corporation;
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V) COMPLIANCE WITH APPLICABLE LAWS
m) review and monitor practices and procedures adopted by management to assure compliance
with applicable laws, and, where appropriate, make recommendations or reports thereon to
the Board of Directors;

Specific Issue Examinations

In discharging its duties and responsibilities, the Committee may direct that the independent
auditors examine or consider a specific matter or area and report to the Committee on the findings
of such examination. The Committee may direct the independent auditors or other party to perform
supplemental reviews or audits as the Committee deems desirable.

Authority

The audit committee has authority to conduct or authorize investigations into any matters within its
scope of responsibility. It is empowered to:

= Retain outside counsel, accountants or others to advise the committee or assist in the
conduct of an investigation
Seek any information it requires from employees — all of whom are directed to cooperate
with the committee’s request — or external parties
Meet with company officers, external auditors or outside counsel as necessary

Mandate Review

The Committee shall review and assess the adequacy of the Committee mandate annually, and
recommend any proposed changes to the Board of Directors for approval.

Limitation of Responsibilities

While the Committee has the responsibilities and powers set forth in this mandate, it is not the duty
of the Committee to plan or conduct audits, to determine that the Corporation’s financial statements
are complete and accurate and are in accordance with International Financial Reporting Standards,
or to design or implement an effective system of internal controls. Such matters are the
responsibility of management and the independent auditors, as the case may be. Nor is it the duty
of the Committee to conduct investigations, to resolve disagreements, if any, between management
and the independent auditors or to assure compliance with applicable accounting standards, laws
and regulations.
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