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Statement of Corporate Governance Practices 
 
The board of directors (the “Board”) of Covalon Technologies Ltd. (the “Corporation”) believes that sound 
corporate governance practices are essential to the effective, efficient, and prudent management and operation of 
the Corporation and its business, to the protection of employees and shareholders, and to the enhancement of 
shareholder value. The Board fulfills its mandate directly and through its committees at regularly scheduled 
meetings or as required. Frequency of meetings may be increased, and the nature of the agenda items may be 
changed, depending upon the state of the Corporation’s affairs and in light of opportunities or risks which the 
Corporation faces. The directors are kept informed of the Corporation’s operations at these meetings as well as 
through reports and discussions with management on matters within their particular areas of expertise.  
 
National Policy 58-201 – Corporate Governance Guidelines (“NP 58-201”) sets out guidelines for effective corporate 
governance. These guidelines deal with matters such as the constitution and independence of corporate boards, 
their functions, the effectiveness and education of board members and other items dealing with sound corporate 
governance. National Instrument 58-101 – Disclosure of Corporate Governance Practices (“NI 58-101”) requires 
that if management of an issuer solicits proxies from its security holders for the purpose of electing directors, 
specified disclosure of the board’s corporate governance practices must be included in its management 
information circular. 
 
The Corporation’s corporate governance practices have been and continue to be in compliance with applicable 
Canadian requirements. The Corporation continues to monitor developments in Canada with a view to further 
revising its governance policies and practices, as appropriate. The Board has considered the guidelines set out in 
NP 58-201 and believes that its approach to corporate governance is appropriate and works effectively for the 
Corporation and its Shareholders. The following is a description of the Corporation’s corporate governance 
practices which has been prepared by the Compensation and Governance Committee of the Board and has been 
approved by the Board. 
 
 
The Board of Directors 
 
The Board is comprised of seven members, three of whom are independent within the meaning of NI 58-101, 
namely Joseph Cordiano, Samantha Nutt, and Ron Smith. Brent Ashton and Kim Crooks are not independent as 
they are senior executive officers of the Corporation. Abe Schwartz is not independent as he owns more than 10% 
of the Common Shares. Martin Goldfarb is not independent because he directly or indirectly owns or controls more 
than 10% of the Corporation’s issued and outstanding Common Shares. Notwithstanding that a majority of the 
directors are not considered independent within the meaning of NI 58-101, the Board believes that (i) regularly 
scheduling in camera sessions with just the independent directors and (ii) referring key governance matters for 
consideration by the Compensation and Governance Committee, which is comprised of a majority of independent 
directors, will ensure and facilitate the Board’s exercise of independent judgement in carrying out its 
responsibilities. Furthermore, any director with a disclosable interest in any matter to be considered by the Board, 
will recuse themselves from such discussions. The Board has also appointed Joseph Cordiano to serve as the Lead 
Independent Director of the Board. 
 
The role of the Chair of the Board is to chair all meetings of the Board in a manner that promotes meaningful 
discussion, and to provide leadership to the Board to enhance the Board’s effectiveness in meeting its 
responsibilities. The Chair’s responsibilities include, without limitation, ensuring that the Board works together as 
a cohesive team with open communication and working together with the Compensation and Governance 
Committee to ensure that a process is in place by which the effectiveness of the Board, its committees, and its 
individual directors can be evaluated on at least an annual basis. 
 

  



Corporate Governance Practices 

Corporate Governance Practices 

Covalon Technologies Ltd. 1660 Tech Avenue Unit 5 Mississauga, ON, Canada L4W 5S7 

 

 

The Board holds regularly scheduled meetings. In addition, the independent directors meet regularly without 
management to review the business operations, corporate governance, and financial results of the Corporation. 
During the fiscal year ended September 30, 2025, the Board held 18 meetings by video conference and/or in 
person. 
 
Mr. Smith is currently a director of one other reporting issuer, as set forth below: 
 

Director Name Directorships with Other Reporting Issuer 

Ron Smith PRO Real Estate Investment Trust (TSX: PRV) 

 
 
Position Descriptions 
 
A written position description has been developed by the Board for the Chair of the Board. Written mandates have 
also been developed for each of the Board’s committees. The Board, together with the CEO, has also developed a 
written position description for the CEO, the CFO, the Chief Operating Officer, and the Chief Scientific Officer. 
 
 
Orientation and Continuing Education 
 
The measures that the Board takes in connection with orienting new Board members regarding the role of the 
Board, its directors, the committees of the Board, and the nature and operation of the Corporation’s business 
include providing each new member with information concerning the role and responsibilities of a public company 
director, providing new members with a complete set of the Corporation’s charters, policies, and procedures, and 
discussing with new members the Corporation’s operations. 
 
With respect to providing continuing education for its directors, the Board ensures that all directors are kept 
apprised of changes in the Corporation’s operations and business, changes in the regulatory environment 
affecting the Corporation’s day-to-day business both within Canada and within the foreign jurisdictions in which 
the Corporation does business, and changes in their roles as directors of a public corporation. 
 
The Compensation and Governance Committee also considers orientation and continuing education for Board 
members and makes recommendations to the Board from time to time regarding same. 
 
 
Code of Business Conduct and Ethics 
 
The Board has adopted a Code of Conduct (the “Code”) for its directors, officers, and employees. The Code 
includes provisions that require directors, officers, and employees to inform the Corporation’s CEO or other 
appropriate person of any non-compliance with the Code.  
 
The Board takes steps to ensure directors exercise independent judgment in considering transactions and 
agreements in respect of which a director or executive officer of the Corporation has a material interest, which 
include ensuring that directors and officers are thoroughly familiar with the Code and, in particular, the rules 
concerning reporting conflicts of interest and obtaining direction from the CEO or other appropriate person(s) 
regarding any potential conflicts of interest. 
 
The Board encourages and promotes an overall culture of ethical business conduct by promoting compliance with  
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applicable laws, rules, and regulations; providing guidance to employees, officers, and directors to help them 
recognize and deal with ethical issues; promoting a culture of open communication, honesty, and accountability; 
and ensuring awareness of disciplinary action for violations of ethical business conduct. In addition, the Board has 
implemented a disclosure policy and an insider trading policy. 
 
 
Committees of Directors 
 
The Board has two committees: an audit committee (the “Audit Committee”) and a compensation and corporate 
governance committee (the “Compensation and Governance Committee”). Information regarding the Audit 
Committee is provided in the Circular under the heading “Audit Committee Information”.  
 
 
Compensation 
 
The Board, together with the Compensation and Governance Committee, determines appropriate compensation for 
the Corporation’s directors and executive officers. The Compensation and Governance Committee is comprised of 
Mr. Cordiano (Committee Chair), Dr. Nutt and Mr. Smith. The Compensation and Governance Committee did not 
meet formally since the date of the last annual meeting of the Corporation; however, did meet informally and 
discussed matters during other meetings with members of the committee present. The Compensation and 
Governance Committee’s responsibilities include reviewing and making recommendations to the Board regarding 
overall compensation and benefits, equity and other compensation plans and the total compensation package of 
the CEO. The Compensation and Governance Committee also considers and approves the recommendations of the 
CEO regarding the total compensation packages of the CFO, the Chief Operating Officer, and the Chief Scientific 
Officer. The process by which appropriate compensation levels are determined by the Board is through periodic 
and annual reports from the Compensation and Governance Committee on the Corporation’s overall compensation 
and benefits philosophies, which are established based, in part, on a review of peer group and healthcare industry 
compensation data. The reports describe processes undertaken by the Compensation and Governance Committee 
to weight factors and target levels in determining executive compensation. 
 
 
Nomination of Directors 
 
The Board, together with the Compensation and Governance Committee, is responsible for identifying new 
candidates for nomination to the Board. The Compensation and Governance Committee consists of Mr. Cordiano 
(Committee Chair), Dr. Nutt and Mr. Smith. In carrying out its mandate, the Compensation and Governance 
Committee met three times since the date of the last annual and special meeting of the Corporation. The process 
by which the Board identifies new candidates is through recommendations of the Compensation and Governance 
Committee whose responsibility it is to establish procedures to identify new candidates based on corporate law 
and regulatory requirements as well as relevant education and experience related to the business of the 
Corporation. 
 
The Compensation and Governance Committee’s responsibilities include annually reviewing the charters of the 
Board and the Compensation and Governance Committee; assisting the Chair of the Board in carrying out his 
responsibilities; considering and, if thought fit, approving requests from directors or committee members for the 
engagement of special advisors from time to time; preparing and recommending to the Board a set of corporate 
governance guidelines, the Code and annually a statement of corporate governance practices to be included in the 
Corporation’s management information circular; meeting with the Corporation’s external corporate counsel to  
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discuss the Corporation’s corporate governance policies and practices; recommending procedures to permit the 
Board to meet on a regular basis without management present; assisting the Board by identifying individuals 
qualified to become Board members and members of Board committees; leading the Board in its annual review of 
the Board’s performance; and assisting the Board in monitoring compliance by the Corporation with legal and 
regulatory requirements. 
 
 
Board Assessments 
 
The Board, its committees, and its individual directors are assessed on an annual basis, as to their effectiveness 
and contribution. The process by which such assessments are made is through questionnaires developed by the 
Board and the Compensation and Governance Committee, which are distributed to each director and/or committee 
member for review and completion each year. In addition, the Chair of each committee encourages discussion 
among the Board or the respective committee as to the evaluation of the Board’s or committee’s effectiveness over 
the course of the year. All directors and/or committee members are free to make suggestions for improvement of 
the practices of the Board and/or its committees at any time and are encouraged to do so. 
 
The Compensation and Governance Committee is responsible for reviewing with the Board, on an annual basis, the 
requisite skills and characteristics of prospective Board members as well as the composition of the Board as a 
whole. This assessment includes members’ contribution, qualification as independent, as well as consideration of 
diversity, age, skills, and experience in the context of the needs of the Board. 


